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Abstract 

Enron was a company who wanted to get ahead of the game and stay there but at what costs? 

With their Code of Ethics and the view from the consumers and outsiders they were the company 

to be, but on the inside it was different. Code of Ethics seemed nothing but a book with words 

and rationality was thrown out the window. Several executives were involved in the downfall of 

Enron as well the traders. It could be looked at as biased viewpoints that got the executives to 

where they were fixing numbers which trickled down to the traders. Within our group different 

viewpoints were given in response to the film, “Enron: The Smartest Guys in the Room” and the 

articles read this week.  
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The Decisions Made 

Jeff Skilling initially started the downfall of the company when he signed the paperwork 

for the mark-to-markets. Unethical dealings have been done before but it wasn’t until Lay came 

into the picture that the beginning of the end occurred. He signed these documents for personal 

gain to put more money in his pockets. In regards to Skilling, there was no bias or error decision 

making when he decided to sign those documents. When someone is challenged with avoiding a 

bias there is a lot to consider, the problem with Skilling is that he considered it but decided to go 

along with his plan anyways. “This inability to sense that we’ve made a mistake is the key to 

understanding why we generally accept our intuitive, effortless thinking at face value.” [1] When 

the ‘going gets tough,’ employees look to their managers for strength and guidance through the 

rough waters.  But instead of persevering, Jeff Skilling made the critical decision to leave the 

sinking ship Enron. Furthermore, he departed in a cloud of mystery, leaving employees to 

speculate about his sudden abandonment. Skilling’s actions signaled the tipping point in the 

relationship between Enron employees and their leaders. Enron appears to have been a tool for 

Skilling, one that he believed had taken him as far as it would. 

Employees respect managers whom they view as competent and a part of the team. [2] 

They are more likely to follow these leaders, and see them as ‘good’ managers. As the Enron 

documentary analogized, captains should be the last ones to leave the sinking ship. But Skilling 

was not a team-player.  He was working in his own best interests, and that was the fatal 

flaw. This was exemplified when he did not even make preparations for his departure to try to 

leave with the least amount of damage to the business and employee relations. Ultimately, 

Skilling’s selfishness helped lead to the company’s demise. 

As the CFO of Enron, Andy Fastow had a fiduciary duty to the company, its 
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shareholders, and its employees.  He was entrusted with this heightened duty to act in the 

constituents’ financial interests.  He abused that duty when he decided to open up shell 

companies and profit off of their relationship with Enron. As the Google management study 

demonstrated, employees desire to feel that their managers are helping them work towards their 

best interests (career or otherwise).[4]  Fastow was asked on several occasions by staff and third-

parties about the potential conflict of interest between his personal companies and the 

corporation he was entrusted with.  Clearly, there was a question of trust.  Fastow’s belief that he 

could work primarily towards his own self-interest while at the same time work towards the 

company’s self-interest was a fatal flaw. 

Fastow took what Skillings taught him and ran with it 10-fold. As the CFO he knew 

money and he know money well. Its unsure if he had second thoughts about what he was doing 

but with Skillings being his mentor and his desire to continue to open up shell corporations to fill 

his pockets with money, it seems Fastow knew what he was doing. Fastow could have been, ‘the 

products of the context they find themselves in. They do what others around the do or expect 

them to do.” [3] So the argument could be made that he did what he saw and what he saw was 

individuals caring about filling their pockets. One could agree partially to this but because 

Fastow went on to create multiple shells corporations you could argue his biases went out the 

window and all he saw was green. 

Ken Lay, Chairman and CEO of Enron, always seemed to push the unethical out of his 

employees. There is a checklist that should be followed when making decisions about the 

company and how to proceed in solving its problems. [1] Lay appeared to care less about this 

procedures and more about how to make the company and himself more money. He encouraged 

his employees to trade and gamble no matter how illegal it was to do so. When he switched from 
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Enron Oil to just Enron he hired on Skillings and gave him free reign to at gain as much profit as 

he can an any way possible. 

After Jeff Skilling left Enron and employees began to feel uneasy about the security of 

the company and their positions, Ken Lay held a conference where he lied about the company’s 

well-being. The employees and staff had a lot of faith in Jeff Skilling because they “blindly” 

bought into his “vision”. When that happens and the leadership decides to leave it leaves the 

employees and the organization in a wreck. Although the situation is in a bad place, it is the Next 

Man Up’s responsibility to get everyone back in line and that didn’t happen the way it should 

have. The writing was on the wall and everyone could see it. But instead of acknowledging that 

critical mistakes were made and motivating employees to help rebuild the company, he decided 

to blame the SEC and other parties and set unrealistic expectations for a financial 

rebound.  Lay’s actions destroyed the trust that is so critical between employees and their 

leaders. People generally enjoy working towards a common goal.  If Enron employees had any 

faith left in management and the direction of the company, it was certainly shattered by Lay’s 

blatant lies.  Lay’s erroneous belief that employees would continue to follow their leaders blindly 

was his ultimate downfall. 

The Ethics Ignored 

Enron code of ethics was brought into question after all illegal dealing were on trail. Their code 

of ethics wasn’t an issue overall it was the people who wrote them that was the problem. 

Disagreeing with the article Managing to be Ethical with it takes more than just not “doing it” to 

be ethical. [1] Yes there are influences amongst employees from employers but the employers are 

to blame. The executives at Enron wrote the code for their employees not for themselves and that 

where the problem lies with this company. That fear of being caught or being fired if your and 
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employee is the only thing that seems to stop some from speaking up. Enron was a company that 

most others looked up to so they weren’t afraid and from the audio files from the traders they 

loved conning people out of their money. What may have started as a guilty conscious for the 

traders ended up being more of what their executives currently are. 

Missing from Enron was the overall goal of creating a 'strong ethical culture supported by 

strong ethical leadership. One key area of failure was in 'promotion of ethical leadership 

throughout the firm. [3] Instead, the reward system appears to have been used to communicate 

that anything that increases the money supply -- even fictional money supply - is acceptable, and 

failure to succeed at generating money could be career-ending. 

The fatal ethical flaws of Enron can be summed up through the article “Managing to be 

Ethical: Debunking Five Business Ethics Myths.” First, as we saw through the creative 

accounting procedures introduced by Enron (mark-to-market, etc.), it is not necessarily easy to 

be ethical.  There is a fine-line between puffery and deceit. Where the line should be drawn is not 

necessarily clear, and may vary depending on the situation. Second, Enron’s flaws were not the 

result of just a few ‘bad apples.’[1]  It was not simply an abstract idea or a few culprits.  It was an 

entire way of doing business, and everyone was responsible for uncovering the truth and 

correcting mistakes. Furthermore, simply formalizing a code of ethics as Enron did, did not 

prevent anyone from breaking those codes, nor did these codes have encompassed every 

situation every time. The game of ‘follow the leader’ was exemplified in Enron’s case as 

well.  For example, Andy Fastow seemingly idolized Jeff Skilling and followed his direction. He 

wanted to do well for his bosses, and did not question their integrity, or the integrity of his 

resulting actions.   
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Other organizations can understand their existing ethical culture, communicate the 

importance of ethical standards, focus on their reward system, and promote ethical leadership 

throughout the firm. [3] One priority of a leader interested in improving an Enron-like 

organization should be creating an environment where 'substantive disagreements are seen as a 

productive part of the decision process. [1] To the contrary, at Enron, a number of situations 

suggest a bit of a no-tolerance policy for challenging or questioning others. The examples where 

included in the film where Lou Pai, of Enron Energy Services, seemingly retaliated against an 

employee by banishing him to Calgary, Canada. Similarly, the company took a retaliatory 

demeanor against banks whose analysts wouldn't advocate Enron stock.   

Companies need to follow what they preach to the outside public Learn from Enron that 

no matter what your code of ethics state is means nothing if those ethics aren’t followed and 

enforced from every member of the organization, including the executives. Every should learn 

and acknowledge that ethics are may be challenging to some and face that reality head-on. Create 

simulations and training programs to keep employees thinking and learning about how to handle 

ethical obstacles. Emphasize that ethics are a company-wide concern. Lastly, break the fallacy 

that sometimes you have to do questionable things for the benefit of the company. At some point 

the unethical decisions that Enron piled on became the norm. It seemed that to keep up with 

business, you had to play these games, and Enron was a major player. 
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