
Businesses are built for money. It’s built for everyone to gain from it. Its 

customers will get services, employees will get wages, officers will get salaries, and 

most of all, its owners will get profit. A business is built primarily to gain profit, and to be 

powerful in the industry. But, too much of anything, be it good or bad, will lead to 

destruction. As Lounsbrough, a Licensed Professional Counselor said, “Greed is the 

fast – track to poverty”. Too much want for profit will lead to bad consequences. A 

corporation’s main goal is for its stock price to rise. Higher stock prices mean more 

capital, more business opportunities, and eventually, more profit. One of the many 

reasons on how a company can make its stock price rise would be to get more demand 

from the public for its stock. To do that, the corporation must have the public’s trust and 

the best way on how it can do this would be if it is completely transparent and honest in 

reporting its Financial Statements, something Enron Corporation, one of the largest 

corporations in the United States in the late 90s, failed in doing. 

Enron was once just a slow – moving company. But, it grew to be the seventh 

largest corporation in the country. In the year 2000, the company reported revenue of 

$111 Billion with its stock price as high as $90.75 in August of that same year. However, 

its stock price dropped dramatically to $0.26 on November 2001 when it filed for 

bankruptcy and closed its business completely leading to a loss of Billions of Dollars for 

its investors. What once a flourishing business became the largest company scandal in 

the United States and this scandal has become a symbol of corruption for the whole 

western economic system. What exactly went wrong? We can summarize the problem 

in three words, Conflict of Interest. 

A stockholder’s main wish is for his stock’s value to be raised, something that he 

would entrust to the care of the managers of the company he invested in. These 

managers, on the other hand, are given the responsibility to make sure that the 

company’s operations will go smoothly and eventually, raise its current stock prices 

which oftentimes, lead to incentives. The problem comes in when the company is 

actually losing money but its managers want to keep their bonuses. This is exactly what 

happened with Enron. It hid its debts and losses and falsely inflated its profits to lure in 

investors. At the expense of its stockholders, employees, and creditors, its managers 

enjoyed for their personal pleasure the money that was supposed to be used to lift up 

the company from its debts. Even the company’s auditor, Arthur Andersen, was 

involved in this scandal. The auditing firm, one of the best at the time, was founded to 

have destroyed the company’s true Financial Records and made fake ones that were 

favorable to the company. This practice is supposed to be the most avoided of for 

auditing firms as it completely defeats the purpose of auditing. However, Andersen had 

to follow what Enron ordered it to do. Following what Enron demanded meant that it will 

get its bonuses. Given that Enron was one of the most successful businesses at the 

time, it surely didn’t want to lose ties with this industry monster. Due to the lack of 



regulations and policies, Andersen easily faked Enron’s accounting records because 

losing Enron as a client would be too big a loss. However, all these backfired when they 

were caught. Using the company’s money for themselves meant that nothing would be 

left for the stockholders and the company itself. Enron closed and went bankrupt, and 

some of its managers were sentenced to prison. Andersen, on the other hand, lost its 

accreditation and was dissolved. The two companies failed completely in observing 

basic business ethics as they committed fraud and their legal obligations towards their 

stockholders and the public were completely disregarded. The most important obligation 

that a corporation has to the public is to report its true financial standing. An auditing 

firm’s most important obligation is to ensure the accuracy and truthfulness of his client’s 

financial statement. Both of where these two companies completely failed at doing. The 

managers weren’t acting for the sake of the company anymore, they were acting for 

themselves. To get what they wanted, they deceived their investors who trusted them to 

raise the company’s value. The conflicting interest of both parties was what killed the 

corporation. 

Both of these companies’ actions and consequences serve as a reminder of the 

repercussions that one has to face for wanting more for themselves at the expense of 

others. Both these companies’ greed led to their drastic downfall. It is devastating to 

know that people are easily driven to and blinded by money to the extent that their 

morals become corrupted and they think that anything they do is okay, as long as they 

get what they want. In Enron’s and Andersen’s case, they thought that what they were 

doing were okay because their money kept on rolling in. 

This incident was made known to many and people lost their trust on U.S 

companies. Many investors pulled out their stocks in the Financial Market which led to 

one of the worst stock value loss in history. Thousands of employees lost their jobs. 

Billions of Dollars were squandered and lost. But, due to this, new rules in the 

accounting industry were made. The most popular is the Sarbanes – Oxley Act of 2002 

which aims to address the clarity of the responsibilities of a corporation’s Board of 

Directors and to improve the independence of corporate boards and auditors. It also 

increased the penalty for those who provided shade to a company’s true financial 

report. It set up the Public Companies Accounting Oversight Board, a non-profit 

corporation, to oversee the audit firms to make sure that they complied with the law. 

Fortunately, after passing this Act, immediate change was found. Better audits were 

performed, errors were spotted more quickly, and the numbers reported were more 

reliable so potential investors, who are now more wary, felt more at ease and confident 

with their investments. They got better stock information, and therefore, can perform 

better decisions on investing. 

Unethical companies will eventually get exposed and they will die, but the 

lessons they leave behind will long be a reminder to present executives to not forget 



their legal and moral obligations and to always act in the interest of the company and its 

stockholders. Investors should always be wary and should manage their investments 

even better. Having the mind-set of equating a large income to happiness will lead to a 

destructive greed. One should learn how to keep everything in moderation because too 

much of anything, be it good or bad, can lead to destruction. 


