Terror may not be the true economic enemy 
Experts debate what did more lasting damage to nation's financial health: foreign-bred hate or home-grown greed. 
By JAMES B. KELLEHER 
The Orange County Register 
When terrorists slammed two hijacked jets into the World Trade Center a year ago today, they destroyed a symbol of American capitalism and threw the U.S. economy into a temporary tailspin. 

But a year later, it's debatable who did more lasting damage to the U.S. economy in the past 12 months: Osama bin Laden and his 19 henchmen or corporate chieftains such as Kenneth Lay at Enron, Bernard Ebbers at WorldCom and John Rigas at Adelphia, whose self-dealing and corrupt management have undermined faith in the financial markets. 

The Orange County Register put the question to several local experts. Which group of men caused more havoc? 

A majority of the group said home-grown greed has set the nation back more than foreign-trained hate. But only by a narrow margin. 

On Thursday, the Register will focus on their answers to another question about terrorism and the economy: What effects might a pre-emptive attack against Iraq have on the fragile U.S. economy and troubled markets? 

Here are the panel's thoughts on bin Laden vs. CEOs. 

Esmael Adibi 
Anderson Center for Economic Research 
Chapman University 
The attack on the World Trade Center had a serious but short-term effect on our economy, impacting consumers' confidence, business investment and tourism. But a free-market economy can only prosper if the underlying political, social, economic and legal institutions function properly. What the recent scandals did was serious long-term damage to the integrity of our free-market economy that will take a long time to be repaired. 

Jane Hall 
Economist 
Cal State Fullerton 
Talking long-term? Osama bin Laden. The reason? Defense expenditures, combined with revenue losses from large tax cuts, will drive the federal budget into a sustained deficit. This means higher interest rates and a crowding out of private investment. That, in turn, means lagging productivity growth and a slower rate in job creation. The private sector also faces very large anti-terrorism costs, again diverting productive investment. And there is also an increased risk of oil-price instability. 

Bart Zandbergen, CFP 
Financial Management Network 
Laguna Hills 
As bad as the terrorists' attacks were, they were, to a degree, a known quantity. After the initial emotional reaction, investors saw the event for what it was and rallied together to make fourth quarter 2001 one of the best quarters in history. Today, after Enron, Tyco, Arthur Andersen - and the list goes on - investors are unclear where to go and whom to trust. Who wants to invest in a liar and a thief? 

Peter Schiff, President 
Euro Pacific Capital 
Newport Beach 
Given those two choices I'd probably go with bin Laden. But if you included Alan Greenspan, I'd say it was a three- way tie. Greenspan's monetary policy pre- Sept. 11 created the speculative bubble in the capital-goods sector that financed the actions of Ken Lay, Bernie Ebbers and countless others. And those monetary policies post-Sept. 11 continue to finance even greater credit bubbles in residential real estate and consumer-goods sectors. 

Tom Lydon 
Global Trends Investments 
Newport Beach 
As bad as Sept. 11 was, the economic impact from the corporate improprieties from the likes of Enron, WorldCom and Adelphia Communications may just have been much worse. While Sept. 11 bruised our hearts, corporate shenanigans bruised our trust. 

Maureen Gallogly, Portfolio manager 
US Trust 
Costa Mesa 
From a financial standpoint, I believe that corporate greed is causing more damage to our economy and markets than Sept. 11, as horrific as it was. While the attack by Osama bin Laden was devastating, the markets and the economy appeared to be rebounding prior to the unraveling of the Enron, Arthur Andersen, WorldCom and Adelphia fiascos. The corporate greed that has been uncovered has sent investors running for the hills with the belief that we can't trust the CEOs and CFOs running major corporations. 

Chip Hanlon 
President of Unfunds and editor of the Unfundamentals.com newsletter 
Huntington Beach 
The Sept. 11 attacks caused much more lasting harm to our economy than did Enron and the other high-profile corporate frauds. Besides their immediate, and perhaps temporary, impact on spending and travel decisions, the terrorist attacks hit American businesses with additional, lasting expenses in the form of beefed-up security measures and higher insurance premiums, costs that came at precisely the wrong moment for an already-struggling economy. 
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