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Abstract

The Satyam Computer Services scandal is a landmark case of fraudulent corporate activity, which has
demonstrated serious gaps in corporate governance, accountability, and financial reporting systems in
India. The comparison of Enron, WorldCom and Satyam reveals that corporate accounting fraud is an
increasing menace in terms of frequency and magnitude. As empirical evidence has revealed, the sheer
level of increase in such frauds has undermined the quality of financial reporting, caused massive
economic losses and undermined the confidence of investors in the utility and credibility of financial
reporting. The rising trend of white-collar crimes requires tougher punishments, exemplary punitive
actions, and sound administration of the law in accordance with accountable governance. This study
presents an inquiry and analysis of the Satyam Computer Services creative accounting scandal,
highlighting the critical role played by ethics and corporate governance, using data sourced from Scopus
and following PRISMA guidelines, with no restrictions on publication year and based on predefined
keywords along with clearly defined inclusion and exclusion criteria. The example of the fraud committed
by the founders in 2009 is the illustration of the way the science of conduct may be deeply impacted by
human greed, ambition, and desire to dominate power, wealth, fame, and recognition. Satyam fell into a
tunnelling effect unlike Enron which experienced agency problems that lead to its downfall. The scandal
highlights the importance of securities laws and corporate governance in the emerging market. In fact, the
Satyam fraud has given the Indian government the impetus to increase the norms of corporate governance
S0 as to ensure that similar frauds do not recur. As such, significant financial reporting frauds should be
examined with the aim of learning and approaches to be taken to curb such events in the future.
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1. Introduction
1.1 What is a scam?
Corporate scandals are often viewed as crises of the surface that reveal underlying, more

extensive failures in governance, transparency and financial integrity. A scam is a deliberate deceit or
fraud with financial consequences that benefits an individual, which can be accompanied by criminal and
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civil liability or it can be a complicated financial deal conducted with ill intent (Pandey, 2024). It is a type
of unscrupulous behaviour that involves deceptive actions where victims are led to willingly participate in
frauds and eventually hand over money, information, or resources to fraudsters. This is a spectrum of
fraud, swindles, and hoaxes (Schaper and Weber, 2012). A scam is also a type of fraud, which is unlawful,
and which entices prospective victims to receive an offer that leads to the loss of either money,
organizations, or individual lives. The latter is highly vulnerable to small businesses, where frequent
attacks are common (Weber et al., 2011). It refers to an intentional scheme of deceiving people to lose
either money or personal information. It has developed throughout the years especially as communication
technologies have been improved, making it one of the major concerns in modern society, reflected in
recent studies (Liu et al., 2024).

1.2 Magnitude of a Scam.

The research states that all non-profit organizations (NPOs), regardless of their size, are
susceptible to fraud, as larger NPOs report greater levels of fraud, which are associated with higher risks,
whereas well-developed control measures help to reduce fraud mostly in larger organizations (Eining et
al., n.d.). Corporate fraud equally impacts companies regardless of their size, location, and industry, hence
causing major difficulties to businesses around the globe (Mangala and Kumari, 2015). All organizations,
be it government or a commercial are prone to internal and external frauds; therefore, managers should be
able to comprehend the risks and integrate good internal control systems to protect against this fraudulent
behaviour (Haugen and Selin, 1999). The rising level of fraud poses a threat to organizational resources,
which is why forensic auditing is necessary to examine and resolve the possible administrative and
financial anomalies (Grisanti Belandria, 2016). It is also indicated by evidence that organizational
vulnerability to theft and fraud increases with organizational size, and due to every kind and size of
organization is vulnerable, and the most susceptible organizations suffer greater losses of money (Barnes
et al., 2007). Fraud can take place in any type of organization, whether big or small; both small and big
nonprofits, e.g., community leagues and healthcare facilities, face the risk of fraud (Seyam et al., 2018).
The recent high-profile cases of financial statement fraud, i.e., those of Enron and WorldCom, show that
the current technological innovations allow fraudsters to design a scheme of unprecedented scale, and
across various industries.

1.3 Fraudsters in a Scam.

Scam fraudsters are people with confidential information who have control of the terms of the
fraud relationship. They take advantage of the victims by hypnotizing them with convincing accounts that
utilize the lack of knowledge and sound judgments of the victims, and they end up making a profit at the
expense of the victims (Pouryousefi & Frooman, 2023). These offenders are usually persons or
organizations, which attack a small business, taking advantage of their weaknesses. Even though very
little is known about these scammers, they adjust very fast to new technology and regulatory systems,
thus making it difficult to detect and categorize their operations (Schaper and Weber, 2012). Older people
are often targeted by some financial scammers, and those scammers focus on the emotional and
psychological manipulations that scammers used to take advantage of the vulnerabilities, instead of
focusing on the individual fraudsters (Fenge & Lee, 2018).

1.4 Repercussions of Fraudulent Disclosures.

Impacts of fraudulent financial reporting have been high wage losses to employees working in a
fraud firm losing about half a year cumulative wages compared to equivalent annual wages with matching
controls. The turnover rates grow after the discovery of fraud, and job creation is experienced during the
times of fraud when companies recruit lower-paid workers. Wage decreases are even worse to low-wage
workers who did not participate in the fraud. Fraud stigma may have a detrimental impact on future
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employment and bargaining power of employees in the labour market (Choi and Gipper, 2019). Financial
reporting that is fraudulent also creates a lack of confidence among the investors in the financial
information, leading to loss of trust in the integrity and quality of published reports. Such effects go
beyond losses in finances, affecting the stability of the market and the corporate governance. Financial
fraud related criminal activities have the potential of triggering legal consequences on any females,
including management and employees alike. These risks can be countered through the adoption of
properly planned corporate governance, which contributes to credible financial statements and minimizes
the chances of fraudulent risks (Vlad et al., 2011).

In conjunction with these observations, fraudulent reporting practices have the potential to cause
significant damage to organizations and stakeholders such as loss of money, loss of investor confidence
and loss of reputation. The Satyam fraud, an example, shook investor confidence, shocked regulators and
gave rise to reconsideration of accounting practices and corporate governance standards in India. In
addition, it revealed the weaknesses in the regulatory supervisory mechanisms, prompting the demands of
tougher punitive coercion of unethical behaviour to rebuild trust in financial reporting and capital markets
(Bhasin, 2016). These unethical activities put the integrity of capital and security markets at risk and thus,
stringent regulatory measures and punitive mechanisms are needed to discourage repetitions of such
incidences.

2. Review of Literature

A large body of literature has been conducted on the nature, processes, and impacts of cyber fraud
to show how different frauds impact people and society. A case-study analysis by Mark Button and
Cassandra Cross (2017) demonstrated the presence of typical typologies of fraud, and explored both the
role of the perpetrators and the victims. They found that fraudsters use selective selection techniques and
manipulation methods that significantly increase the success rate of frauds. The study also highlighted the
importance of victim support systems and criticized current policing and prevention strategies, suggesting
a more victim-focused approach to financial crime. Other studies have also strived to outline the larger
effects of fraud on the victims and their families. As an example, Button et al. (2014) used the massive
data on England and Wales to examine the impact of fraud. The findings show that there is a great loss of
money, psychological trauma, and health complications, as well as secondary outcomes, including loss of
reputation and behaviour. These clues refute the popular perception of fraud as a victimless crime and
emphasize its devastating and long-term consequences. Elaborating on this, modern research started
paying more attention to the combination of technology and regulatory systems in preventing financial
crime. In a conceptual framework, Yusoff et al. (2024) suggested a robust anti-money laundering (AML)
system by incorporating the use of artificial intelligence, machine learning, and blockchain technology.
The authors underline the significance of assessing the existing AML rules, and they also highlight the
central position of financial institutions in the process of identifying and stopping illicit financial streams.
They also state that transnational character of money laundering can only be countered through
international cooperation and efficient exchange of information among regulatory agencies. Besides
regulatory measures, researchers have also studied the psychological aspects of cyber fraud and especially
in phishing cases. (Patni et al. 2025) examined cognitive and behavioural variables that determine the
susceptibility of individuals to phishing. They show that differences in awareness and perception are the
key factors in mediating susceptibility to such attacks and they should be incorporated in technical
security systems to improve prevention with application of psychological theory.

Likewise, (Jimmy 2024) singles out phishing as one of the most prevalent and changing types of
cybercrime that impacts people, organisations, and governments across the world. The study follows the
historical development of phishing methods such as email phishing, spear phishing, and smishing and
highlights proactive and reactive approaches. Measures like user-awareness training, multi-factor
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authentication, and sophisticated filtering system are proposed as the required measures, whereas post-
incident analysis and response mechanisms are considered vital to enhance the organisational resilience.
Taken together, the body of literature suggests that cyber fraud has become a complex issue, with
advanced methods of perpetration, susceptible victims, and extensive socio-economic aftermaths. The
studies consistently highlight the importance of increased preventive strategies, a better victim support
network, and more resolute regulatory interventions to contain the growing risk of frauds.

3. Research methodology

In this study, the research methodology used is qualitative and descriptive research approach to
examine money laundering and its policy frameworks. The research question is analytical and it is based
on systematic review of the literature. The search strategy was systematic and used to find relevant
research articles in scholarly databases.

The query applied was:

TITLEABSKEY (money laundering AND policy) AND (Limit-To (Subjarea, is of, SOCI) OR (Limit-To
(Subjarea, is of, ECON) OR (Limit-To (Subjarea, is of, BUSIAND (Limit-To (DOctype, is of, ar)) AND
(Limit-To (SRctype, is of, j)) AND (Limit-To (Publstage, is of, final)) AND (Limit- To (Eng).

This search query was used to select only the studies related to money laundering and policy.
Inclusion criteria were limited to the English-language journal articles in the social sciences, economics,
business. Only open-access with final-stage publications were used as a guarantee of the accessibility and
reliability of data. The research is based solely on secondary data, in the form of scholarly journal articles
that are accessed through platforms like SciSpace or other academic databases. The chosen papers were
reviewed to uncover some of the major themes, challenges, impacts and policy responses to money
laundering and financial scams.
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Fig 1

Data collection procedure (PRISMA Checklist)
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4. Corporate Governance Failure: The Satyam Scandal.

The Satyam Computer Services scandal is generally considered one of the highest corporate
frauds in India, and is often compared to the Enron of India. The case demonstrates the dire effects of
corporate accounting fraud as well as reveals vital gaps in corporate governance, and regulatory
frameworks. Upadhya (2022) writes that the fraud was characterized by the financial statements
manipulation to inflate profits and assets, which was mostly based on the greed of the managers and the
need to maintain the share-price level. There was also a dearth of sound auditing and supervision that
enabled the fraudulent practices to be carried out over a number of years making the question of the
effectiveness and integrity of the external auditors a major concern. The work also marks a number of
essential issues that were involved in the scandal. One of the biggest problems is the lack of transparency
in the financial reporting, which causes high levels of misrepresentation of the financial state of the
company and loses investor confidence. Improperly designed corporate governance systems are allowing
unethical practices to thrive, and audit failures indicate the inadequacy of current auditing systems to
detect fraud. Additionally, corruption and greed of senior executives also lead to unethical decision
making. Weak whistle-blower policies also contribute to the inability to detect fraud early, which
highlights the necessity to increase the strength of internal controls and organisational responsibility
(Upadhya, 2022).

Further discussions indicate that the Satyam scandal was not only an accounting practice failure
but a larger corporate governance systems failure. According to Bhasin (2016), financial audits do not
typically detect fraud, which leaves the organisations at risk in case of a weak governance structure. The
research highlights that the scandal was also highly fuelled by the failure of governance and the extended
application of the so-called creative accounting measures by the management that remained unnoticed
because of control lapses and the lack of control by regulatory authorities.

Fig 2

Timeline of Satyam Scandal
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Fig 3

HOW THE SATYAM SAGA UNFOLDED
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Source: Hindustan Times (Correspondent, 2014).

The effects of the scandal were broad, which led to significant financial losses among the
investors and the damages of the reputation of the Indian firms in the global arena. It also shook investor
confidence and increased the fears in the credibility of financial statements in India. The Indian
government, in turn, issued stricter corporate governance requirements and enhanced disclosure
requirements of companies. The case highlighted the fact that the securities legislation, auditing, and
accountability among corporate executives need to be strengthened urgently (Madan Lal Bhasin, 2013).
In a larger sense, the case of the Satyam scandal is an excellent example of how poor governance, lack of
transparency, and unethical leadership research can result in massive financial misconduct. It emphasizes
the decisive role of sound regulatory frameworks, sound internal controls, and business ethics in
preventing similar corporate crimes in the future (Madan Lal Bhasin, 2013).

4.1 Fraud at Satyam: Implications for Corporates

The Satyam Computer Services corporate fraud is one of the most prominent governance failure
cases in the history of Indian corporate practice that has cast grave doubts on the transparency,
accountability, and investor trust. The discrepancy between the name of the company- Satyam, a Sanskrit
adjective that means truth, and the unethical activities that followed thereafter is dramatic. Satyam was
once the fourth-largest business in the information technology sector which was rapidly expanding in
India with a notable international footprint and clients, such as the World Bank and many multinational
companies. In January 2009, the chairman and founder of the company, Ramalinga Raju, came out
publicly to admit that the company had been indulging in mass financial manipulation. In one of the
letters to the board of directors, he revealed that about US 1.5 billion of the reported assets did not exist
and that almost ninety five percent of the reported revenues had been created in recent financial reports.
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The next thing that became the result of this revelation was a sharp fall in share value, crushing the
investors. The scandal left a greater cloud of doubt over the economic credibility of India besides the
personal financial losses. The chairman of the Securities and Exchange Board of India (SEBI) termed the
incident as being extremely shocking and compared it to the Enron scandal in the United States. A glaring
concern that was revealed through the Satyam fraud is the possible effect on foreign investment and the
name of the India outsourcing industry. The Indian economy heavily depends on the IT sector, which is a
major recipient of the trust of foreign clients who entrust important parts of their operations and intensive
processing of data to the services of Indian companies based on the assumption of strict corporate
governance and ethical business practices. This credibility was badly damaged with the revelation that a
reputable company with the caliber of Satyam trading in over 60 countries, listed on the New York Stock
Exchange and with a big number of fortune 500 organizations could go through a long life of financial
fraud.

The second critical point in the scandal is related to the vision of long-term sustainability and
systemic character of the fraud. Raju admitted that the manipulation of financial statements had occurred
over a number of years thus casting serious allegations on the effectiveness of regulatory control and
efficiency of auditing practice. It is noteworthy that the audit of the company conducted by
PricewaterhouseCoopers did not identify the discrepancies and this makes the external audit system
vulnerable to weaknesses. Raju in his confession claimed that he did not personally gain out of the
fraudulent arrangements and that the falsification of accounts had been initiated to continue the growth
path of the company. However, he added that the situation was slowly getting out of control, he jumped
into the tiger metaphorically and said that there was no simple solution. The crisis culminated when
Satyam offered to acquire two real estate firms belonging to the family of Raju at a price of US 1.6billion
in December 2008. The market analysts criticized the proposed transaction because it was overvalued,
and it was not strategically positioned within the main business of Satyam. When the board decided to
carry on with the acquisition, it increased the level of scrutiny and raised concerns on the practices of
governance. The reaction of the institutional investors was adverse, and the proposal was later scrapped,
but the episode had triggered the drop of the share prices and increased scepticism about the financial
stability of the company.

To conclude, the Satyam scandal not only shed light on deeper inefficiencies within corporate
governance and the regulatory controls but the scandal was also a considerable danger to reputation of the
corporate sector in India. Its consequences were not only financial losses, but also auditing systems,
accountability of the board, and the whole institutional system which supports corporate actions in new
economies (Investigating Fraud at Satyam, n.d.).

4.2 Audit Failure by PriceWaterhouseCoopers (PwC)

Price WaterhouseCoopers (India affiliate) signed an agreement with the United States Securities
and Exchange Commission, which led to a fine of US 6 million and the enforcement of limitations,
substantive changes, and independent oversight to deal with the serious failures in audit observed in the
case of Satyam. The SEC concluded that the auditors had not performed the fundamental auditing
functions especially with respect to checking of cash balances and receivables enabling the fraud to stay
undisclosed over a number of years. Satyam Computer Services also accepted to pay a fine of US 10
million dollars, and also implementing internal reforms under a parallel accord, where the Indian
government stepping in to reorganize their board and initiate criminal investigations against the main
figures. The Public Company Accounting Oversight Board also fined PwC India entities and provided
other penalties of breaching the set standards of audit. Altogether, the case demonstrates the importance of
gross violations of auditing procedures and the necessity to tighten the regulatory supervision (U.S.
Securities and Exchange Commission, 2011).
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Conclusion

The Satyam fraud scandal eventually serves to explain how corporate governance, auditing, and
board failures in organizations can lead to major financial misdemeanours. The prime example was the
aborted acquisition which Ramalinga Raju was going to announce as an attempt to cover up the
accounting anomalies which was the critical point that demonstrated the instability of the financial
structure of the company. Later events, including the withdrawal of its approval of transactions with
Satyam by the World Bank and the rapid loss of stakeholder trust, further hastened the downfall of the
enterprise. Comparisons to the Enron scandal are inescapable but it seems the larger effect on corporate
India is subtle. These events undermine investor confidence in foreign investors, especially when they are
repeated; on the other hand, the immediate regulatory action and the government reorganization of the
company board are evidence of institutional strength. Finally, the Satyam case could be defined as a
landmark in the history of corporate governance practices in India. Although the scandal has brought a
short-term negative reputation to the business community, it also highlights the need to promote more
openness, greater use of auditors, and increased responsibility among leaders in order to maintain the trust
of long-term investors.
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