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The 1998 Fraud Scandal in the Waste Management, Inc.
Waste Management, Inc. is a comprehensive company formed in 1894 by Larry Beck in North America.  In 1972, the comprehensive company went public and gained financial freedom by generating an average of $82 million in earnings and 134 acquisitions (Clikeman, 2019).  The company expanded its environmental services to over 21 million custom4rs in Puerto Rico, Canada, and the expansive United States of America, graduating into the region's leading environmental services and waste management company. Even though the company experienced multiple ethical issues, the 1998 scandal was the most pronounced.  The senior executives at the company included Philip Rooney (former president), Dean Buntrock (the Chief Executive Officer and also founder), Herbert Getz (General Counsel), Bruce Tobecksen (Finance Vice President), James Koenig (Chief Finance Officer), and Thomas Hau (Chief Accountant Officer), started engaging in fraudulent schemes involving the manipulation of the Waste Management, Inc.'s books of account. 
The most notable fraud scheme that unfolded entailed evading depreciation expenses through inflating and assigning salvage values. It also extended the useful lives of its waste trucks owned by the company (Kaya, 2019). Each year, it is a financial principle that depreciation costs need to be incorporated in the company's financial statements as the company's assets become used up and do not hold the same value, unlike before. Another suspicious activity that took place in the company's books of account entailed efforts by the company officials desisting from documenting costs for any declines in the landfill values. They went ahead and declined to record relevant costs to write off the expenses of discarded and unsuccessful landfill development ventures. This led the company's accounts to read fewer company expenses when in real sense, more costs were incurred. Besides, the officials declined to document the relevant costs on the financial statements of the company. 
To add, the company's officials assigned reclaim values to assets that previously lacked salvage values.  This meant that the company would extend asset value that it initially did not possess.  The fraud formed a long chain when the company escalated environmental services intending to evade irrelevant operation costs, which aided the company in eliminating about $ 495 million for operating expenses (Zorpas, 2020).  The officials also inappropriately capitalized a heterogeneity in expenditures, leading to the deference of expenses paid on their accounting books. As if that was enough, Waste Management, Inc. utilized geography entries to relocate millions of US dollars between different line items on their income financial statement.  Basically, the company has false profits in terms of retained earnings, false assets, and n escalation in liabilities on all of their financial statements. In 1998, the company restated its 1991-1887 income by $1. 8 billion making it the largest restatement in American history (Yeh et al., 2018). The scenario led to the Waste Management, Inc. 1998 fraud scandal as we know it today.
The company engaged in fraud to meet predetermined earnings targets by expanding profits and precede or pushing down company expenses. At that time, company revenues were not improving as fast as the company officials expected.  The top officials realized these hard facts, which tempted them to engage in fraudulent schemes to make the financial statements read the way they wanted. In a company of Waste Management, Inc., officer compensation is linked to the company earnings. If the company fell short of its income target, it would jeopardize the officials at the company—stakeholders engaged in fraud to guard their lives.

How Waste Management, Inc. responded to the 1998 fraud
The officials had an opportunity to engage in fraud in the company's financial statements because they were all top officials in the company's hierarchy.  Dean Buntrock was the fraud leader, and yet he was the company founder. Together with other officials, Dean permitted greed to take over in the company's operations, shelving efficiency and honesty.  Waste Management, Inc. was a publicly-traded organization. This meant that it was supposed to audit their books of account (Agostini & Favero, 2017).  The officials decided to hire Arthur Andersen from one of the Big 5 companies to audit accounting books.   Andersen keenly went through the books and discovered errors in the company's financial books. He also came up with relevant adjustments and procedures that would help fix the mistakes.  However, the officials were not ready to enact the recommended adjustments. They declined to make Andersen's recommended adjustments. They went ahead to cover their trials by bribing Arthur Andersen and told him that they would get additional fees outside of the initially made agreement.  
Arthur reciprocated by giving unqualified suggestions in the scandal report for Waste Management, Inc.  He wrote off the financial errors to conceal the fraud. The company ended up magnifying its scandal even more. First, the officials had doctored the company's financial books to suit their selfish interests. Also, they manipulated Arthur Andersen by bribing him hence committing another illegal act (Danso et al., 2020).  The parties involved had a cozy relationship considering that James Koenig and Thomas Hau were both trained by Arthur Andersen as auditors. The stakeholders at the company were able to evade repercussions of their fraudulent activities due to the act that the auditor was their trainer hence had close ties with the company. Arthur Andersen's activities made him be fined $ 7 million for abetting fraud at Waste Management, Inc.
The rationale used by the company for its actions
[bookmark: _Hlk87122807]The top officials were guided by the principle of fabricating the financial image of the Waste Management Company, Inc. They falsified the company's financial information to create an impression that the company was doing fine and hence viable for investment. Their actions tally with the ethical egoism theory coined by Thomas Hobbes (Stanwick P. & Stanwick S., 2013). The approach is founded on the belief that every person should enhance themself if the result yields a positive instead of a negative impact. The Latin word ego means 'one's self. Ethical egoism permits self-interests to take control in the person's decisions as long as there exists the possibility of the action to benefit others. Supporters of the model argue it creates a win-win situation. Suppose we revisit the company's fraud scandal, the individual's activities satisfying themselves by gaining earnings using underhanded mechanisms.  
Their actions helped the top officials compared to other parties.  The top officials had become celebrities due to the rapid financial success of the company in the 1980s. They strived to maintain such a prestigious social status in society, even if it meant overlooking the interests of other parties or the possible penalties that could accompany their actions. Dean Buntrock engaged in philanthropic activities by donating inflated stock to St. Olaf College (his alma mater), which reciprocated by naming its student center after the CEO. The action fetched him over 16 million dollars as a result of enhanced company performance. All those who participated in cushioning the scandal benefited financially, including Arthur Andersen, who audited the company's financial books. The beneficiaries created a ceiling for other stakeholders, including internal auditors, by concealing important financial information.
Another theory that articulates with the company scandal is utilitarianism. The model was first developed by Jeremy Bentham in 1789 and redefined in 1863 by John Stuart. The approach stipulates that any action of a person will be founded on the tenet of utility. The actions of every individual need to benefit the whole community (Stanwick & Stanwick, 2013). Utilitarianism emphasize the result of their decisions and actions rather than the motives or the means that ignited the reason for their actions. The model can be founded on single actions of people (act utilitarianism) or based on guiding morals indirectly via an evaluation of ethical conduct through procedures and rules (rule utilitarianism). The approach is supported for its ability to capture the aspect of benevolent behavior. Individuals will not take a step toward helping others if the measures do not benefit their self-interest too.  A look at Dean and his team indicates that they did not have the community's interests and other stakeholders at heart.  The officials aimed at reaping financial benefits from their doctored financial books. There exist generally accepted accounting principles that auditors and finance professionals need to adhere to. Consequently, the top officials failed to observe such principles (Bao et al., 2019).  An excellent example is reflected in the 1995 report. The Company could not implement the Action Steps and decided to employ accounting practices that did not align with the generally accepted accounting principles. Arthur Andersen also ignored following the directions by failing to quantify all misstatements. 
Primary Traps
Primary traps are external pressures or circumstances that motivate people to abandon ethical beliefs and values. They also make a gradual path that leads to unethical behavior that appears appealing and rewarding (Stanwick & Stanwick, 2013). The traps sensitize people's self-interests and encourage individuals to derail from ethical desires.  The primary traps that articulate well with the fraud scandal scenario at Waste Management, Inc.  include the following;
Trap 1: Obedience to authority— the trap entails acting in an unethical manner due to the fact that the actions trail hierarchical power in the company. What is decided by the boss is adopted by others too (Stanwick P. & Stanwick S., 2013). Dean Buntrock, the company's founder, the Chief Executive Officer, and the chairman of the company's board of directors, presented himself as a successful entrepreneur. The company registered financial success through mergers and acquisitions by 1979. Its sales had swollen to $ 383 million.  In the early 1990s, the earnings of the company started thinning. Still, the greedy Chief Executive Officer strived to maintain investor confidence in the Waste Management Company, Inc. He propagated a culture of fraudulent accounting in the company's operations by setting high-income targets and going ahead to direct accounting alterations to meet the set targets.  Other officials committed fraud as required by the Chief Executive Officer. Thomas Hau (Vice President and the Chief Accounting Officer) was termed the key technician of the scandal. 
He formed many accounting transactions to ensure that the company earnings met the targets set by Dean. He manufactured deceptive disclosures used for investors and auditors, a role which earned him over $ 650 000. Philip Rooney, who was in charge of waste operations, ensured that write-offs that the company required were not documented (Vitolla et al., 2019). Herbert Getz (secretary) acted as the company's general counsel.  He took part in the fraud by approving the fraudulent disclosures of the company that Hau created. The role enabled him to earn over $ 500 000 (Vitolla et al., 2019). Bruce Tobecksen, the finance vice president, was tasked to take care of the overflow from the fraudulent accounting transactions created by Hau. James Koenig took part in the fraud by misleading internal auditors, tampering with evidence, and hiding information from external auditors.
Trap 2: Small steps trap—the trap means the occurrence of unethical behavior but in small steps before the steps gradually become more pronounced. Even though the person behind making decisions may not act in such a manner at once, the person may develop tolerance as the unethical behavior is further segmented into a series of crooked schemes. Fraud activities at the Waste Management, Inc. started small before graduating to greater heights. The genesis of the fraudulent journey can be traced from when the company realized in 1990 that its growth had reached maturity hence started declining while at the same time investors and stock analysts anticipated robust growth from the company. On discovering that investors might shy away and the stock price would decrease, the management injected fraudulent mechanisms in its operations to create a healthy financial image of the company (Chakrabarty et al., 2020).  They started small by swelling salvage values and extending the lives of trucks. They then graduated to declining to record costs for any value decrease in landfills. The malpractice became a normal activity beckoning more other fraudulent activities, for instance, increasing environmental reserves and refusing to write off costs resulting from discarded landfills.
Trap 9: Conflicts of interest—the trap entails feeling forced to mislead or cheat to serve two masters simultaneously and evade being caught in the middle of the two masters. The trap may encompass playing one party against the other or accepting bribes (Stanwick P. & Stanwick S., 2013). Arthur Andersen encountered pressure due to the cozy relationship he had with the Waste Management Company. All the paramount chiefs at the company came from Arthur Andersen's company.   Arthur Andersen was supposed to inform the client to rectify financial documents before handing them over to SEC (Securities and Exchange Commission).  He was also supposed to uncover the issues to investors using a qualified opinion on the financial documents. Dean and his team forced Arthur to structure a misleading audit report between 1993 and 1996. The auditor entered into a written deal with the Waste Management Company, referred to as "Summary of Actions Steps" (Yeh et al., 2018, p.123).  The agreement stated that figures of past fraud would be inflated over a decade, with Arthur's audit team proposing adjustments every year as an amortization mechanism.   The reports concluded that the company's accounting books were fair and in line with the generally accepted accounting principles (GAAP).  He also failed to prevent the company from issuing misstated financial statements and allowed the company to continue undertaking accounting malpractices. Arthur agreed to dance to the dirty tune of the company after being coerced by being bribed, making him face the wrath of the United States Securities and Exchange Commission. Arthur Andersen was told that his company would receive additional bonuses apart from the agreed amount.
The consequences of the Waste Management, Inc. fraud scandal on the company and its stakeholders
The discovery of the company's underground activities made the organization struggle for several years as it faced legal ramifications due to the fraud.  The company was fortunate because it was still profitable even though it had overstated its earnings.  Its public image was tainted with stakeholders and other potential investors avoiding the company like the plague.  The organization was forced to invest heavily in rehabilitating its public reputation to win the hearts of investors and stakeholders (Vitolla et al., 2019). The major efforts encompassed restructuring itself as a green organization that was environment-sensitive. It also incurred other expenses in sponsoring events, such as Disney's Epcot Center, and invested in promoting its image via media. One of them is the CBS series entitled Undercover Boss. The company's stock market was reduced by over 34%, further decreasing its stock market earnings.  The company was fined $487 million in a class-action lawsuit against its stakeholders.  The executives were fined $ 30.6 million for massive fraud (Bao et al., 2019). The amount encompassed civil penalty, pre-judgment interests, and disgorgement. The perpetrators were also banned from holding official positions or serving as directors of public organizations. 
Stakeholders (retirement accounts, individual investors, pension funds, mutual funds, among others) lost over $ 7 billion due to the company's inappropriate accounting showed that the stock price decreased by over 34%.   Arthur Andersen was fined $ 7 million due to his audit recklessness (Zorpas, 2020). The misinformation from the company's accounting documents made stakeholders make wrong financial investment decisions. When they were compensated, they withdrew from the company and invested elsewhere, terming Waste Management, Inc. as unreliable and greedy.
Alternative actions Waste Management, Inc. could have taken to avoid the ethical consequences of a poor decision-making
There are various possible ways that the company could have used to avoid such a massive fraud from taking place. The Waste Management Company, Inc. could have hired a certified Chief Executive Officer to replace Dean, who was greedy and without the interests of the company's future at heart.  The current Chief Executive Officer was engaging in fraud in the company that he formed (Kaya, 2019).  A new Chief Executive Officer would have streamlined the misstated documents early enough to avoid the problem developing from a small ant hill into a mountain as it was witnessed in the long run.  He would not permit the company's earnings to be intertwined with the compensation of the top officials. 
Another viable solution would be hiring a different auditor apar6 from Arthur Andersen. Andersen had a cozy relationship with the top officials at the company hence was prone to manipulation and being lenient.  A new auditor would have highlighted the necessary adjustments that the company could have undertaken to streamline the financial statements (Dnaso et al., 2020).  Another significance of the new auditor is that they could have declined to take the bribe for fear of the career and penalty repercussions that would have followed.  The new auditor would have monitored the company's financial statements systematically. This could be even more accurate if the auditor or the company used computer software to spot alterations or missing links. Constant and timely checks of the financial documents would have helped the company avoid the massive fraud. Regular auditing helps a company make the necessary adjustments in time hence avoiding permitting the errors to accumulate into a financial disaster, as witnessed in the Waste Management Company, Inc. 1998 fraud scandal. The scandal was detrimental, for it resulted in fines and tarnished reputation of the company, which forced it to use extra resources to rebuild again.  A new auditor would have instituted other alternative internal control measures to counter fraudulent activities.  The auditor would have spotted various red flags within the records. The auditor would have discovered that the company's earnings were consistent with the set targets.  The millions that were inappropriately written off would have been spotted (Bao et al., 2019).  Also, the many outdated fixed assets that the company tried to hide could have been discovered by a new auditor. 
To erase the opportunity element of fraud, other officials, for instance, the COA and the CFO, who had a vast influence on the company's financial statements, have been replaced with more vibrant and focused individuals.  If the incentive factor is considered, the company could have evaded its side effects by avoiding lacing together its earnings and its compensation plan (Bao et al., 2019).  To add, the attitude element of scoring higher profits would have been phased off to prevent officials from working extra hard to inflate figures.
In summary, Waste Management Inc. is one of the companies that have been confronted by ethical issues. This company was confronted by financial fraud as the main ethical issue. The company was attached to the issue of failure to record depreciation expense. It mainly inflated and assigned values to other things. The outcome of this ethical issue was that it attracted fines. For instance, Arthur Andersen was fined $7 million for engaging in fraud in this company. Ethical egoism and utilitarianism are some of the theories that relates to this case. These theories are concerned with individual’s interests.  Therefore, all companies should ensure that they engage in appropriate activities as a way of improving their productivity.  
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