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Stealing for Barter

Resourceful Employees Create Losses

As economic pressures restrict buying power
at every level of society, many resourceful
consumers have turned to barter, rather than
cash, as a means of obtaining needed goods
and services. Unfortunately, such resourceful-
ness is not limited to honest consumers — it
also extends to dishonest employees who steal
merchandise and barter it for favors, or, more
often, other stolen goods.

One extensive “theft for barter” operation,
conducted in the central warehouse of a major
hardware company, cost more than $300,000
in two years. The thefts, which were finally
revealed through an undercover investigation,
involved employees at all levels — from ware-
house workers to supervisors to managers and
other executives.

Many thefts were simplified by the warehouse’s
low level of security. Employees were free to
enter the work area with lunch boxes, tool
chests, bulky outer coats and other means of
transporting stolen goods. Poor supervision
also made it easy to slip small items, such as
nails and screws, into pockets. Employees also
could easily hide larger items, such as tools,
lumber and pieces of tile, in the trash for later
retrieval.

While some employees kept some stolen
merchandise for their personal use, many
exchanged items among themselves. Such
trading enabled one man to outfit a complete
tool box for himself. Another employee’s
illegal trading provided all necessary materials
to perform extensive plumbing work in his
home. Many others also benefited from their
trades.

While losses resulting from these thefts were
costly, the company also lost thousands of
dollars to a more complicated theft and barter
operation. A manager of one of the company’s
local stores was the central figure in this

scheme. Warehouse employees worked for
him, stealing goods from the warehouse and
being paid with merchandise stolen from the
store, which they then could use, sell or trade,
depending upon which was most advantageous.

The manager turned over much of the mer-
chandise he received to the company for credit.
(He frequently instructed the warehouse work-
ers to steal older, more out-dated items.) He
then would use the credit to obtain new parts,
which he gave away, either as repayment for
previous thefts or as a means of obtaining
future favors. This, in turn, involved more
employees in stealing, by making them
obligated to the manager.

When the investigation finally uncovered this
operation, the manager admitted to obtaining
about $80,000 in false credits over a two-year
period. His control over the store’s inventory
sheets and other reporting procedures had
enabled him to manipulate questionable fig-
ures. He estimated that, as a result of all the
stealing and trading, it would have taken 20
years for him to collect all the favors owed
him. (The manager’s generosity was not limited
to company employees — he also gave stolen
tools, paint and other items to local
policemen.)

The extent to which theft had pervaded this company
reflects its vulnerability to dishonest employees. Not
only did management need to institute tighter security
procedures in all areas, from general supervision to
inventory controls, but the company also needed to
recognize the threat posed by dishonest employees,
particularly in times of economic pressures. Once a
company acknowledges the potential for serious losses,
it can seek outside help in reducing its vulnerability.
The hardware company needed to tighten controls
over personnel, inventory procedures, access to the
facility and many other weak spots. Not every com-
pany is as vulnerable, but few are as well-protected
as management may think.



White Collar Crime

More Offenders Receive Jail Terms

Public awareness of and concern about white
collar crime may be responsible for a new trend
— the frequent sentencing of white collar crim-
inals to jail terms. According to recent statis-
tics, white collar criminals are not only being
sent to jail more regularly, they are also
receiving longer sentences.

Reports issued by the United States Courts
reflect an increase in the incarceration rate for
white collar criminals during the five years
from 1975 to 1979. The rate indicates the
number of defendants incarcerated as a pro-
portion of all defendants who were sentenced
for a particular crime.

According to the reports, the incarceration rate
for embezzlement was 29 percent last year, as
compared with 18 percent in 1975. The rate
for bank embezzlement rose to 30 percent
from 17 percent, for mail fraud to 47 percent
from 37 percent, and for bribery to 41 percent
from 29 percent in 1975. Such increases are
not typical of other types of crime — during
the same five-year period, the incarceration
rate for bank robbery, for example, held at 90
percent or slightly above.

Accompanying the higher incarceration rate
are longer prison sentences for white collar
criminals. During the period studied, sentences
for embezzlement increased from an average
of 22 months to an average 30 months. The
average sentence for fraud increased by nine
months, to 29 months. Despite the increases,
those sentences still fall far short of those for
bank robbery which average from eight to 12
years. The increases in white collar crime sen-
tences also do not reflect the time actually
served in prison.

Indicative of the tendency to sentence white
collar criminals to jail terms are three recent
cases. One involved a banker who received a

seven year sentence for fraudulent activities
that contributed to the largest bank failure in
American history. Ina $1.5 million stock fraud
case, two defendants were sentenced to prison
terms of 12 and eight years.

Finally, in the heaviest sentence ever handed
down in a federal environmental pollution
case, a businessman was given two years in
prison and fined $50,000 last summer. He
was convicted of having dumped industrial
waste chemicals into a municipal sewer
system.

Legal experts point out that even prison sen-
tences served in minimum security, “country
club” facilities offer a powerful deterrent to
white collar crime. It is believed that most
white collar criminals usually evaluate their
risks carefully before taking any illegal actions.
Consequently, the likelihood of a prison sen-
tence might deter potential white collar
offenders.

However, judges may continue to avoid
sending white collar criminals to prison for
several reasons. Most white collar criminals are
first offenders and thus entitled to probation.
They are unlikely to have a second conviction
because white collar offenders are not usually
restored to their previous positions of trust.
Finally, many judges are reluctant to incar-
cerate white collar criminals because they view
them as upstanding, respectable people who,
like themselves, do not require rehabilitation
or punishment.

White collar crime continues to pose a serious threat
to business, one which no businessman can afford to
ignore. White collar crime not only takes a monetary
toll on business — it also has a devastating impact on
morale and public relations. As the trend toward
convicting and incarcerating white collar criminals
indicates, the public is deeply concerned about white
collar crime. Businessmen should share that concern.
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Police Cutbacks

Crime Rises After Force Is Reduced

Economic problems and budget cuts have hit
almost every major city across the country,
bringing cutbacks in many programs, including
law enforcement. In New York City, such cut-
backs have severely restricted law enforcement
efforts in areas where they are most needed —
the city’s almost 300 low income housing
projects.

About 1,500 housing officers patrol the
projects which house over 500,000 people,
the equivalent of the population of a small
city. While the city’s fiscal problems have cut
the force’s strength by almost 25 percent since
1974, the Housing Authority has built more
projects, and expanded the territory to be
protected.

Accompanying the decrease in police man-
power is a marked increase in the number of
serious crimes reported in the housing projects.
Serious crimes, such as homicide, rape, rob-
bery and assault, increased from less than
11,000 in 1978 to 13,000 last year. During
the same period, homicides increased from 65
to 80.

Cutbacks in the housing force are blamed not
only for an increase in crime but also for a
dangerous decrease in police efficiency. In
January of this year, housing officers took 26
minutes to respond to areport that a baby was
being burned in an oven in a project apartment.
The baby died, and three officers were
subsequently demoted.

In their defense, housing officers charge that
the department is critically understaffed.
Assignment to the housing police, like the
city’s transit police force, is generally consid-
ered less prestigious than serving on the city’s
regular police force. Salary, benefits and
requirements are the same for all three. Hous-
ing officers point out that the transit force has

2,600 members, and compare the 16 killings
that occurred in the subways last year to the
80 in the housing projects.

Because of its limited manpower, the housing
force has all but abandoned its traditional foot
patrols, which were long considered an effec-
tive deterrent to crime. Instead, two years ago,
the department centralized its operations into
nine service areas. As a result of this centrali-
zation, about 90 percent of the force was
assigned to patrol cars.

As a result, officers charge, they spend most
of their time responding to crimes which have
already occurred, rather than trying to prevent
them. Some project residents do not see police
for days, or even weeks and housing officers
consider the higher crime rate as an inevitable
result.

Problems of the inner city are not unique to New York.
They affect every major metropolitan area and should
concern every businessman. The increase in crime
which results from cutbacks in law enforcement poses
a serious threat which can only grow as economic
problems become more severe. Businessmen should
be aware of what effects budget cuts have had on law
enforcement in their communities and should exert
their influence to ensure that necessary protection is
available.
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