PARMALAT COMPANY

Parmalat was founded in 1961 by the son of a dairy farmer, Calisto
Tanzi, in Italy. The company started as a small family business selling
pasteurized milk and soon became one of Italy’s largest milk retailers.
Later, Parmalat expanded globally. The company’s success depended
on producing high-quality products at low cost. However, its financial
structure was complex and included many subsidiaries and offshore
companies. Parmalat used these companies to raise money and hide
its debts from investors and regulators.

The fraud was discovered in 2003 when Bank of America refused to
transfer $4 billion to one of Parmalat’s subsidiaries. Soon after, the
auditor Grant Thornton found irregularities in the accounts. An
investigation by the Italian government showed that Parmalat had
created fake assets and fake companies in tax havens like the Cayman
Islands and the British Virgin Islands. These companies also produced
fake invoices, receipts, and fake shares to show income that did not
exist. Parmalat used these false assets to hide its losses and debts so
the company would look stronger than it really was. With this plan, the
founder Calisto Tanzi tried to convince investors and lenders that
Parmalat was financially stable and profitable.When the truth came out,
Parmalat could not repay its creditors and filed for bankruptcy. The
company’s hidden debt was estimated to be around 14-20 billion
euros, which made it one of the biggest corporate frauds in history.
Tanzi and other top managers were arrested and charged with fraud.
Tanzi was later sent to prison. The Italian gov ernment took control of
Parmalat’s assets, and the company was reorganized and continued its
operations. In 2011, Parmalat was bought by the French company
Lactalis.

The Parmalat scandal caused big changes in Italy’s financial and
auditing systems. It became a well-known example in the world of how



poor management and lack of honesty can hurt both investors and the
economy. To stop similar scandals in the future, companies should use
clear and accurate accounting, create strong internal controls, and have
their financial reports checked regularly by independent auditors.



