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		Abstract

		Bubbles are recurring and inexplicable phenomena. Periodically, the seemingly irrational conduct of investors results in speculative "mania" evidenced by skyrocketing stock prices and exaggerated enthusiasm. Virtually all market participants become absorbed in this mania, encouraging investor bravado and thereby contributing to the growth of the bubble until it bursts. The burst of the bubble causes widespread losses and often reveals mismanagement, misfeasance and malfeasance that contributed to the bubble. The losses and scandals erode public confidence and contribute to a serious downturn in economic activity.      

The burst of the "Millenium Bubble" of the late 1990s and early 2000s and the ensuing collapse of corporate giants such as Enron have, as in past collapses, resulted in a crisis in investor confidence and an economic downturn of such magnitude as to threaten deflation. The response has been congressional hearings, investigations, prosecutions and sweeping new regulation - to express our condemnation of the conduct that created the crisis, to punish corporate wrongdoers and to impose structural, procedural and behavioral requirements to reduce the likelihood of the crisis's recurrence.    

This paper, which is an update of a speech I gave to the Commercial Club of Chicago in November 2002, discusses the evolution and collapse of the Millenium Bubble and the regulatory regime that has emerged as a result of the post-Enron crisis. It then highlights two essential themes for long-term reform of corporate America: First, post-Enron regulations will be effective only if accompanied by fundamental changes in corporate culture. To bring about true reform, those who are regulated must share the goals embodied in the rules that they are obligated to follow. Second, in our efforts to restore confidence in our markets, we must guard against overregulation and overzealous prosecution, as these may stifle the recovery of our economy. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lipton,  Martin, The Millenium Bubble and its Aftermath: Reforming Corporate America and Getting Back to Business (June 15, 2003).  Available at SSRN: https://ssrn.com/abstract=417503 or http://dx.doi.org/10.2139/ssrn.417503 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Martin Lipton (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Wachtell, Lipton, Rosen & Katz  ( email )

			

			
			
				
				
				
					51 West 52nd Street
New York, NY  10019
United States
212-403-1000 (Phone)
212-403-2000 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      533

			

		
		
		
			Abstract Views

			    4,062

		

		
		 
		
			Rank

			   96,655

		

		
	


	
		
            
            	        1 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,098

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,377

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Explicit and Implicit System of Corporate Control - a Convergence Theory of Shareholder Rights

                        
                            By
                                
                                
                                    
                                    Dirk A. Zetzsche
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        German Corporate Convergence to a Market Based System

                        
                            By
                                
                                
                                    
                                    Matthew Berger
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Politics of Corporate Governance: Roe's Strong Managers, Weak Owners

                        
                            By
                                
                                
                                    
                                    Stephen M. Bainbridge
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Petrochina Syndrome: Regulating Capital Markets in the Anti-Globalization Era

                            
                                By
                                    
                                    
                                        
                                        Stephen F. Diamond
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Sarbanes-Oxley Twister: Origin, Materiality & Impact on EU

                            
                                By
                                    
                                    
                                        
                                        David Moscato
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Politics and the Business Corporation

                            
                                By
                                    
                                    
                                        
                                        Robert H. Sitkoff
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Enron's Tangled Web: Complex Relationships; Unanswered Questions

                            
                                By
                                    
                                    
                                        
                                        Joan Macleod Heminway
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Excessive Executive Compensation - (Principal Symptom of Poor Corporate Governance) Causes and Remedies

                            
                                By
                                    
                                    
                                        
                                        Don W. Llewellyn
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Surveillance and Control: Privatizing and Nationalizing Corporate Monitoring after Sarbanes-Oxley

                            
                                By
                                    
                                    
                                        
                                        Larry CatÃ¡ Backer
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.063 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
