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With the globalization of world economy, the modern economic growth become faster and stabler, market economies seem to thrive in the long run. However, are all of the companies making a profit? In fact, many companies, especially some international corporations would make some accounting frauds to create an excellent financial reports, in order to cover the deficit, grow sales, attract capitals and attract costumers. Even some big corporations would commit frauds like this. Such lies would lead to huge consequences if it was revealed, and it usually ends up a famous scandal that discuss by various walks of life. The most famous accounting scandal is no doubt the Enron scandal. In addition to the Japanese Sanyo Electric Trading accounting fraud also caused a great disturbance.

Before the sandal broke out, Enron was the seventh biggest international company around the world. In America and Asia, Enron had many subsidiaries in these region. Within a long period of time, Enron was considered “one of the most energetic company”. (Li, 2010) However, after Enron 2001 announced their financial statement, some financial analysts that there were some doubtful points and faults in their statement. After detailed analysis of many experts of accounting field, the dark inside of Enron was uncovered. The truth was the senior managers of Enron had been doing illegal internal trade, connecting false trades and reducing transaction costs for years to exaggerated profits. In order to hide the truth, Enron used some flaws in American accounting system and cheated with more of the use of derivative financial transactions. Because of the complexity of financial reports, even the shareholders couldn’t find out the company was already violate the law. And then, after the news, Enron declared their bankruptcy.

Another famous sandal is from the Japanese company Sanyo Electric. In 2007, the Japanese Securities and Exchange Commission started investigation about Sanyo Electrics’  historical accounts, because the commission doubted that Sanyo Electric tried to decrease and write-off their corporate deficit at their financial report in 2004. (Henselmann, 2010) The interesting fact was the method that Enron and Sanyo use was very familiar. The reason they choose to use accounting fraud is Sanyo believed that they would earn back the loss soon at the future. According to the news, the company’s share price decline up to 28.8% at the same day. (Lennox. 2010)

These scandals have many effects on various stakeholders. First of all, to the corporation itself, an accounting scandal will cause serious problem to the corporation, such as the share price nose-dived and bankruptcy. Enron and Sanyo both bankrupt soon after the sandal. That will lose money of the persons in charge of company and may lead them end up in prison. The employees will also facing the unemployment problem. Second, to their costumers, business ethics and social honesty became big problems. As a result, people hard to trust in the companies again. Also they will start to understand and realize the importance of accounting ethics and honesty. It is a significant change when most of the people started to with an eye on the relationship between ethics and getting rich.(Jones, 2011) The third aspect is the influence for the entire market economy. The market economy is like a chain, every little change will spread to different levels. The global economic turmoi could involve many companies, because the scandalous company must have some corporations with other companies, and after the scandal, the income of other company may be effected. Also the market economy could started recessionary for a period of time. The forth part that would effected by the sandal could be the company’s internal system. Especially the system of accounting report and directors. Who is in charge of the financial decisions and actions should be transparent, the system need to be redistributed. Another stakeholders will be effected could be the audit department of different countries. As the examples showed that both Enron and Sanyo was caught immediately. In the Sanyo’s case, the Japanese securities and Exchange Commission find out their crime after 3 years, which shows that the audit department wasn’t work hard to find out the truth. In order to change that, people may started to change the rule of it to make sure the institutions will be more stringent. Last but not least, the government will also be effected. Some government will invest or receive investment of different companies. If the government cooperate with a company that have accounting scandal, the voter may think the government is corruption and chose another candidate.

In conclusion, both incident of Enron and Sanyo Electric showed some similar results, that the international corporate accounting scandals could have many effects on various stakeholders. From citizens to government, different social position will have different influence. We appeal the international companies to be more self-respect and trustworthy and the audit department should make more effort on inspection intensity.
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