Ethical Case Study of WorldCom

"As the SEC was conducting its investigation of Enron, an even larger CEO ethics (Links to an external site.) violation was brewing. Worldcom, which at the time was the United States (Links to an external site.)' second-largest long-distance telecommunications company, entered into merger discussions with Sprint. The merger was ultimately dashed by the Department of Justice over concerns about it creating a virtual monopoly. The situation took its toll on the company's stock price.

CEO Bernard Ebbers owned hundreds of millions of dollars in Worldcom stock, which he margined to invest in other business ventures. As the stock price dropped, banks began demanding that Ebbers cover more than $400 million in margin calls. Ebbers convinced the board to lend him the money so that he would not have to sell substantial blocks of stock. He also began an aggressive campaign to prop up the stock price by creating outright fraudulent accounting entries. The fraud was ultimately discovered by Worldcom's internal audit department, and the audit committee was informed. The resulting SEC investigation resulted in the company's bankruptcy filing in 2002 and the conviction of Ebbers on fraud, conspiracy and filing false documents charges. Ebbers began a 25-year sentence in federal prison in 2006."
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