Chapter 2

Ethical Dilemma: Arthur Anderson’s Pursuit of Consulting Income Created Ethical Challenges in its Auditing Operations

Response #1:
For many employees, the decision to point out questionable practices by a client or by management can be a risky one. Several factors that may influence an employee’s decision to speak up are: promotions, job security, comfort with participating in an activity he/she knows is wrong, perception of alternatives, and level of management support. 

In this case, Arthur Andersen knew about Waste Management’s accounting practices, so it would be unlikely that change would occur. Can the employee ask to be reassigned without risking a promotion, bonus or job? The employee is faced with choosing what is more important – receiving a paycheck or not participating in an unlawful activity.
Response #2:

This case is really about values. In a situation like this an auditor may feel stuck between a rock and a hard place. If the auditor goes to his or her manager and refuses to work on the account until Waste Management changes its practices, there is a chance that this behavior will lead to negative consequences. The manager might threaten to fire the auditor if the auditor does not continue to work with this client. The manager also might view the auditor as not being a team player, which ultimately could cost the auditor raises or promotions. We feel that it is in the auditor’s best interests not to compromise his or her values. If the auditor feels something is unethical and it bothers him or her, the auditor should expose the wrongdoing and refuse to work for this client under the current circumstances. Although the auditor may have to find another job and adjust spending habits accordingly, it also may turn out that the auditor is seen as a hero for exposing the wrongdoing. Job security is important, but no job is worth compromising one’s values. It is important to remember that an auditor not only answers to his or her client and boss, but also to the government and Arthur Andersen. This is why the behavior of a small percentage of Anderson employees contributed greatly to its demise. Remember, your reputation is a precious commodity that stays with you throughout your life. 

