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Introduction  

Enron was established in 1985 after a merger between Inter-north incorporated based in 

Omaha and Houston Company of natural gas. The Enron story demonstrates a company that 

achieved dramatic heights only to fall dizzyingly. It is a perfect example of how having unethical 

practices in running a business will always lead to business or company downfall. The reasons 

that majorly caused Enron’s downfall were accounting frauds, trade practices that were 

improper, and corporate ethics and culture. The leadership of the company failed to propel the 

company out of the crisis that was constantly growing and even bailed out on the company. This 

document addresses the factors which caused the downfall of Enron  

The company’s downfall can be blamed majorly on the roles that Jeffery Skilling and 

Kenneth Lay played in Enron. Accounting practices that were dubious were responsible for the 

company's fall, but it is the leaders at the top who drove the poor accounting practices. The 

Leadership of Enron was known to be ruthless and practised a terrible act of self-promotion. 

They named top employees and themselves”the prince” and “the Darth Vader” (Luke, 2018). It 

has been described that the leaders run the business in a cult-like manner. They hired work 

regimes and young people stretching the work-time to almost 80 work hours each week. The 

managers fired the workers at will but made them believe that they were part of something 

bigger, and they were changing the world. The leadership was responsible for creating an 

environment of safety and assurance that everything in the company was under control (Bhaskar 

and Flower, 2019). The leadership promoted a culture to the employees that everything done by 

Enron is fair and legal, and it was the price of being the world's biggest company. Leadership 

created an environment of invincibility. 
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Enron’s, management manipulated their employees into doing whatever was necessary 

for the company’s progress regardless of whether it was right or wrong. The leaders constantly 

pressured the managers for results from their departments (Segal, 2019). There are several other 

reasons why Enron fell. The leaders, Skilling and lay, did not practice what they offered as ethics 

for the business. Not the corporation or the leaders followed the Enron code of ethics. The top 

officials also failed to maintain proper oversight of the company. They abused their privileges 

and powers, manipulated information, and put their selfish interests first (Eckhaus and Sheaffer, 

2018). Lay and Skilling removed people from the vice president position whenever they brought 

up an issue with them. This caused the subordinates to be intimidated by the leaders and work 

without questioning decisions made. The leaders wielded power ruthlessly.  

At times the management did not understand the activities that were carried out by the 

subordinates. There was the problem of power abduction in Enron. Board members almost never 

challenged the decisions made by the board (Palla et al., 2018). The leadership of Enron lived 

extravagant lifestyles which at times could raise resentment among employees since their daily 

source of income was being used unsparingly. The leadership of Enron was loyal only to 

themselves, not their ratepayers, foreign governments, or local communities and other 

shareholders. The leadership lied to the employees to "talk up the stock" guarantying that the 

company was sound and well established (Edwards, Hawkins, Schedlitzki, 2019). They did this 

all while knowing that the company was almost at its knees and they also offloaded their own 

stalks misleading the employees. This misleading added to the employees' miseries besides 

losing their retirement savings together with their jobs. The non-management staff of Enron 

worked hard to maintain the company's top status, but the leadership was failing the team. 

Enron's leadership created an unethical culture in the company, which eventually led to its 
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downfall. The employees started adopting the unethical practices in the company in their 

activities. Additionally, the process of performance evaluation did not follow the ethics code, and 

it caused the peers among employees to be ranked lower so as to promote their firm positions. 

Enron’s corporate culture promoted unethical decisions and actions. 

Enron's executives were found guilty of forcing the company to bankruptcy. They 

engaged in laundering money, conspiracy and fraud. The leadership undermined the firm's ethics 

code like integrity, respect, excellence and communication. The employees from enrolling must 

have perceived the firm's ethics code as unimportant since the leaders were not following either 

were they concerned about them (Kvalnes, 2018). The employees got a freedom sense because 

the leaders were engaged in money laundering and other vices that were against the company's 

code of ethics (Hosseini and Mahesh, 2016). They figured that Enron's code of ethics had no 

value in the eyes of their top leaders, and neither should it have value to them. They believed that 

they could conduct dangerous and illegal doings as long as they do not get caught. This 

behaviour was promoted by the leaders and managers of the firm. Enron had a corporate culture 

which was mercenary and had "subverted control culture". It entered a market where it had no 

comparative advantage, and its corporate culture meant that it could not track the relevant risks 

(Broni, Velentzas, Papapanagos, 2017). Skilling used various methods in reorganizing the firm's 

culture in a way that allowed the bending of rules. He did this often by using sub verging 

management controls. He created an environment that tolerated and institutionalized deviant 

behaviour. Lauding of "revolution" and "creative risk-taking" caused circumventing, stretching, 

and breaking of ethical and legal boundaries. Bad news resistance created pressure on sharing of 

information externally and internally.  
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Part of a manager’s vital role is decision making. The position’s description includes 

making decisions which sometimes come in uncertainty conditions (Rashid, 2020). Effective 

leadership and managing require ethics form an individual level first. Enron's case study gives a 

number of significant insights. It highlights how rank renders you vulnerable. It also 

demonstrates the vulnerability of employees in adopting the cultural norms that prevail in a 

company, the sanctions, the norms and morals. Leadership and cultural impact in companies, 

even with the advanced control systems for management should be minimized and not 

overlooked. As a future manager, it is important to keep in mind that cultures developed through 

overly aggressive and reckless styles of leadership can cause individuals to take actions which 

can have detrimental consequences even for the most advanced control systems of management. 

Leaders should always identify styles of leading between the ones which expect high 

performance but fairly and the one which demands unattainable and excessive-performance 

levels.  Additionally, the Enron case shows the importance of always having professional 

integrity. The best lesson is using individual cultural capital in getting an environment for 

working, which suits personal principles and values. 
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