Chapter 9

Ethical Dilemma: Are Lawyers at Vinson & Elkins Partly Responsible for Enron’s Collapse?

What should lawyers at Vinson & Elkins have done in this case?

Response #1:
Are attorneys responsible for making sure a client's managers are not "breaching their duties to the corporation"? Or is that the responsibility of the board of directors? Attorney firms are faced with similar types of decisions that regular employees face - what is more important - a paycheck or blowing the whistle on questionable practices? Technically, Vinson & Elkins performed within legal ethics (Enron was not obviously breaking the law, so they were not required to withdraw from their transactions). However, Vinson & Elkins lawyers complained to in-house attorneys, so they were aware of the possible negative consequences. It would have been simple to report their concerns to the board of directors; thereby reducing the perception that they did not do enough and are partially liable for Enron's collapse.

Response #2:
Lawyers have a clear ethical responsibility to withdraw from a client’s activities if that client is breaking the law. In the Enron case, however, Vinson & Elkins’s client was not explicitly breaking any laws—they were engaged in ethically questionable activities. The lawsuits against the firm claim an “absence” of “objective and critical professional advice.” Interestingly, the lawyers from Vinson & Elkins did object to certain deals that either were not in Enron’s best interest or posed conflicts of interest. Because Enron was not breaking any laws, it was not appropriate for Vinson & Elkins to let legal authorities know of Enron’s questionable business practices—the authorities would have their hands tied until Enron actually broke the law. The right decision would have been to bring their concerns to Enron’s board of directors. Had the Board known of Enron’s murky activities early on, perhaps Enron wouldn’t have suffered its fate. The board of directors serve to make sure the corporation is running smoothly and in the investors’ best interests. If Vinson & Elkins lawyers felt uneasy about some of Enron’s business deals, it is reasonable to assume that Enron’s stockholders would have felt the same way.
