Contemporary Issues in Management  
Assignment Two

[image: Crest of TSD.png]

January 2023



MODULE NAME:		CONTEMPORARY ISSUES IN MANAGEMENT (BMBM6003)
NAME:				MARK LEWIS
STUDENT NUMBER:		2017589
ASSIGNMENT NAME 	                CHALLENGES FACING MANAGERS IN THE MODERN ORGANISATION


Contemporary Issues in Management

Assignment 2: Challenges Facing Managers in the Modern Organisation
Please provide the link to your Video Presentation in the box below:
	







Please provide a Reference list of all the sources used to support your Video Presentation in the box below:
	Aitken, H.G.J. (2014) Scientific Management in action: Taylorism, 1908-1915. Princeton, NJ: Princeton University Press. 
Baligh, H.H. (2006) Organization structures: Theory and design, analysis, and Prescription. New York: Springer. 
Bauer, M.W., et al., S. (2017) International Bureaucracy: Challenges and lessons for public administration research. London: Palgrave Macmillan UK. 
Boot, E.R. (2019) The ethics of whistleblowing. London; New York: Routledge. 
Clinard, M.B. (1990) Corporate corruption: The abuse of power. New York: Praeger. 
Delmas, C., 2015. The Ethics of Government Whistleblowing. Social Theory and Practice, 41(1), pp. 77-105.
Griffin, R.W. et al. (2021) Organisational behaviour: Engaging people and organisations. South Melbourne, Victoria: Cengage Learning Australia. 
Hough, D. (2017) Analysing corruption. Newcastle upon Tyne: Agenda Publishing Limited. 
Icheku, V. (2011) Understanding ethics and ethical decision-making: Case studies and discussions. Xlibris. 
 Jones, M.J. (2011) Creative accounting, fraud and international accounting scandals. Chichester (West Sussex): John Wiley & Sons. 
Malizia, P., et al., F. (2017) Evolution of the post-bureaucratic organisation. Hershey, PA: IGI Global. 
Young, M.R. (2014) Financial fraud prevention and detection: vernace and effective practices. Hoboken, NJ: Wiley. 
Robbins, S.P. et al., M.A. (2001) Organizational Behaviour. Upper Saddle River, NJ: Prentice Hall. 
Samociuk, M., et al., H. (2017) A short guide to fraud risk: Fraud resistance and detection. Routledge. 
Waddell, D. et al. (2020) Organisational change: Development and transformation. Australia: Cengage Learning. 




image1.png




image2.emf
Challenges facing  managers in the modern organisation.pptx


Challenges facing managers in the modern organisation.pptx










Challenges Facing Managers in Modern-day Organisations

Mark Lewis – 2017589

Assignment Two























1



















Introduction









2













Hello, my name is Mark, and I’m the Internal complaint officer for the Enron Corporation. I have been tasked with investigating several issues raised regarding irregularities around the organisation's accounting and financial reporting procedures. The purpose of the presentation is to present my findings and outline any recommendations.
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During a financial audit, several concerns were raised regarding the Accounting and financial reporting procedures of the Enron Corporation. Several top executives made a concerted effort to omit the company’s losses and toxic debts from being discovered. Upon completion of the complaint, it was evident that there were errors in the annual accounts that were reported to both the shareholders and the financial regulator. 

This was not an oversight, but widespread fraud perpetrated by the top management team. The fraud was conducted for over a decade by creating a Special Purpose Vehicle (SPV) to isolate the risk of the company’s performance from its balance sheet, thereby giving the illusion that the company is doing far better than it is. The top executive also elicited help from the Securities and Exchange Commission or the (SEC) to help carry out the fraud (Jones, 2011). Also, individuals from the financial regulator aided and abetted in the deception. The very organisation was supposed to protect the security and stability of the company. 

The findings also showed that the Board of Directors chose to turn a blind eye and ignore the executives' wrongdoings, allowing the fraud to go on undetected for longer and allowing the individuals to participate in ‘High-Risk Activities’. The behaviour of the board, directors, and executives resulted in enormous losses for the organisation. Clinard (1990) suggests that fraud has exposed deception and weak accounting practices.
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There has clearly been a failure of leadership at the top of the organisation, which has allowed corruption and fraud to be committed for so long. There should have been more robust financial operating procedures in place so that any anomalies could have been picked up and would have prevented significant losses to the corporation. The organisation needed to work closely with the financial regulator so that they were aware of their fiduciary responsibilities and, in so doing, align the operating practices with government law.

The complaint findings acknowledged the difficulty in speaking up if there was suspicion of fraud. There are several challenges today in modern organisations, and Enron is no different. Managers no longer just lead their teams. Managers need to balance their workload, which keeps increasing and is constantly asked to do more by the executives at the top of the business (Hough, 2017). According to Malizia et al. (2017), managers today must manage their bosses and seniors with their own insight and input. Today management is no longer confined to a top-down hierarchy model based on authority. Managers also interact and build relationships with partners and customers for the growth of the organisation.

The modern-day manager has to be able to drive team achievement and navigate their way around the organisation. The role of today’s manager must be able to motivate and inspire their staff whilst laying the ground for the next generation of managers. Notwithstanding this, managers need to have confidence that they can speak and accept that everyone in the organisation is accountable, not just a select few. 
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Organisational Structure
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One of the key objectives of the complaint was to determine why the fraud and corruption could go undetected for so long. This was due in part to the organisational structure of the corporation. The management structure of Enron was Autocratic, with all the activities of the business being controlled by three executives, all of whom were involved in the fraud and deception. While the findings acknowledge that this leadership style has some advantages, such as the ability to make decisions quickly, a transparent chain of command, and productivity can be significantly improved. We also need to consider the issues of the leadership structure. According to Baligh (2006), creativity can be stifled with employees afraid to speak up or come up with ideas that may benefit the company. One of the significant impacts on the company is that autocratic leadership can result in morale being adversely affected, which can start to feed through to the rest of the organisation. Enron’s organisational structure meant that few questions were asked as little input was given by anyone other than the three executives. According to Bauer (2017), 83% of employers feel it is crucial to create leaders at all levels; however, this is impossible with autocratic leadership. Bauer (2017) further suggests that this type of leadership creates a system of dependence. The adverse effects are lower rates of confidence and slower decision-making skills. 

There are unquestionably tremendous challenges for management within the organisation, from overseeing its workforce to ensuring the business is profitable and abiding by regulatory requirements. However complex the challenges, Enron needs to find a positive way of overcoming them whilst maintaining a balance between making the company profitable, balancing the needs of its employees and complying with all necessary legal requirements. 
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The complaint has raised significant issues around the practice of teamwork. As a result of the corruption perpetuated by the top three executives, the organisation’s revenues were inflated on a fictional balance sheet, and the illusion was given that the company was one of the most profitable in the marketplace. The reality was quite different. Initially, the company appeared successful and made vast profits, and as a result, huge bonuses were paid to all employees. This created divisions in the ability of employees to practice effective team working skills (Griffin et al. 2021.). It is often argued that team working is sometimes portrayed as a panacea for organisational problems. Organisations are encouraging a move away from traditional individualistic approaches. Robbins et al. (2001) contends that effective teamwork requires relevant corporate systems and practices rather than those designed for individuals' employment. 

For an organisation to be successful and profitable, there must be an effective teamwork culture. It is imperative that the organisation works collaboratively towards a common goal and objective whilst recognising that all employees must be held accountable, including the executives at the top of the hierarchy. Developing good relationships with co-workers and managers is crucial in providing a safe, productive, healthy working environment.  
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Ethical Decision Making
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It is clear from the complaint that issues have been highlighted regarding the unethical decisions taken by the top management team to commit corruption and fraud and attempt to conceal this from both the organisation and the relevant authorities. Organisations need a robust ethical policy in place so that all business decisions are based on sound ethical judgements (Icheku, 2011).

Clearly, the decision to defraud the organisation and conceal its poor performance was an unethical decision taken by the top executives. The impression is that they were only accountable to themselves. The fraud was borne out of greed with no thought to the consequences of their actions. An organisation on the scale of Enron should have had a sense of Corporate Social Responsibility (CSR). CSR is a self-regulating framework which allows an organisation to be accountable to itself, its shareholders, and the public (Young, 2014). Enron should have been aware that they had responsibilities above and beyond making a profit. One of the key responsibilities of the organisation was to work with the relevant regulators to provide security and stability for its 29,000 employees. The top managers at the top of any organisation command trust and loyalty from its workforce, and employees must trust that the organisation is being steered in the right direction with clear, robust business strategies, decisions entrenched in sound ethical policies and the theory that executives always do the right thing (Delmas, 2015).
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The complaint identified several issues surrounding the accounting, auditing, and financial reporting procedures. It alleged that many senior executives colluded to orchestrate a scheme whereby the companies' losses and toxic debts could be hidden from the financial markets. 

Having thoroughly investigated the complaint and gathered all the necessary evidence, it is apparent there have been breaches of the accounting and auditing procedures on an industrial scale. The findings are as follows:

Three senior executives colluded with the Securities and Exchange Commission (SEC), Credit Rating Agencies and Investment Banks to create a vehicle known as Special Purpose Vehicles (SPV), which allowed the company to use fraudulent accounting practices to inflate the company's revenues and hide its debts.

The belief is that the company must be the best at everything and protect its reputation at all costs.

The Board of Directors failed to fulfil its fiduciary duties towards the corporation's shareholders. Secondly, the executives were concerned only with greed and acting in their interests. The Board of Directors also failed to monitor or halt the abuse of power, and sometimes the Board chose to ignore problems and knowingly allowed executives to engage in 'high risk' practices.

As a result of the Fraud, trust has been damaged within the markets and resulted in significant losses for the company. 

The failure has been attributed to the unethical practices of the senior management team. 

The Board of Directors did not have any oversight of the fraudulent management practices that prevented the Fraud from being detected earlier, which could have saved the company $679 billion in losses.

The company should have been more honest about its financial condition.
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Following an in-depth investigation of the firm's accounting, auditing, and financial reporting procedures, the report makes several recommendations that hopefully will prevent Fraud and accounting breaches from ever taking place on this scale again. 

The report's recommendations are as follows:

The Board of Directors to have more oversight of the accounting and auditing processes within the organisation to identify fraudulent activity much sooner and report to the relevant authorities.

An external agency should review the management practices adopted by the company to determine if changes to the management structure need to be made.

The organisation needs to work more closely with the financial regulator so it's aware of its fiduciary responsibilities.

The report suggests the three executives named in the report be replaced and the concerns raised be escalated to the relevant authorities. 

To tighten the process around Special Purpose Vehicles (SPVs), which are sometimes open for abuse. 

The accounting process must be more rigorous so that Fraud cannot be committed, and the Forensic Accounting team must complete regular checks to identify anomalies. 

By implementing the recommendations, the organisation will regain stability in the financial markets and ensure they follow the correct auditing reporting procedures by working with the relevant regulator and credit rating agencies. The firm can regain investors' trust and seek to take on new investments, thereby growing the company. 
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Positive Change
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Following the recommendations outlined in the presentation, if adopted, will help restore trust and faith both in the organisation and in the broader financial markets. Investors will be lured back at the prospect of investing back into the organisation and will be keen to forge new relationships with the management team. According to Boot (2019), a set number of critical drivers will stoke positive change, and the business can move forward.  Boot (2019), states that it is imperative. that change is embedded into the culture of the organisation. The culture has to change, or it risks the same issues arising again.

There also must be a shift of focus within the leadership team and a deep-rooted commitment to change attitudes and adopt a new way of working. This change must be cascaded in every part of the business, from the top management team right down to the administrational assistants (Waddell et al., 2020). Engagement is everything; all employees must be kept motivated and inspired to adopt the change of culture in the organisation. For a business to be profitable and effective, it must gain ‘buy-in’ from its key workers. 

Communication is vital in any organisation. If there is to be a change of attitudes and cultures, this must be communicated clearly to the rest of the business regularly and constantly assessed. A key benefit to the organisation could be to identify key influencers that could advocate the changes to their peers and to the larger organisation. 

 

Key members of the management team need to ensure that the decisions being made on behalf of the business are ethical and rooted in what is the best interests of the company and not a select few. It is vital that all areas of the business benefit from the profits of the company, especially the shareholders. Finally, the board of directors need to have more oversight and the ability to scrutinise the operating procedures and, if any anomalies are discovered, escalate them to the appropriate authorities. The organisation would also benefit from having a robust Whistleblowing policy that would give all employees the confidence that they could report any wrongdoing with no risk to their position in the business (Samociuk et al., 2017)
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Thank You
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I want to thank you for taking to the time to watch the presentation, and I am confident that the recommendations that have been outlined and, if implemented, will make the Enron Corporation a profitable company with the ability to work collaboratively with the financial regulators and will be more attractive to Investors.
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