


Theft and Drugs

Guard Helps Cover Up

An employee of a machinery manufacturer,
fired for smoking marijuana at work, made
some appalling claims about illicit activities at
the plant. He charged that not only were mari-
juana sales and use widespread, but that
employees, aided by a security guard, were
stealing parts and equipment.

Plant management, alarmed by these charges,
called in an outside investigator to look into the
possibility of such activities. He discovered
that both thefts and drug abuse were even more
extensive than the informant had claimed.
Infrequent, incomplete inventories had not
uncovered the losses, totaling about $30,000
over four years, and the method of operation
was almost fail-safe.

Because the plant was closed and completely
deserted at night, it provided the ideal setting
for theft. To reduce the company’s vulnerabili-
ty, management employed an outside guard ser-
vice. Unfortunately, the guard assigned to the
gate proved to be the greatest threat to company
security.

The investigation revealed that about eight
employees had arrangements with the guard,
enabling them to return at night to the plant,
enter the property and steal parts and equipment
from storage bins outside the building. The
stealing employees reciprocated the guard’s
favor by giving him half of their profits, which
usually were about one-fourth of the goods’
actual worth.

Dismaying as the thefts were, the illicit activi-
ties at the company did not stop there. Once
again, the security guard was involved in the
sale and use of drugs at the plant. According to
several employees, the guard stated that he
would take “either money or dope” in return for
letting them in to steal, and he often accepted
drugs, particularly marijuana.

On the job drug use was not restricted to the
guard, however. The informant claimed, and
subsequent investigation verified, that almost 80
per cent of the 200 plant employees smoked
marijuana at work, and that 50 per cent of them
purchased it there.

Selling marijuana supplemented the income of
several employees, most of whom also were
profiting from selling stolen merchandise. The
informant recalled seeing as much as seven
pounds of marijuana sold at one time, although
most sales involved one ounce bags. He admit-
ted joining small groups of employees who
smoked during breaks.

Once the stealing and drug use were uncovered,
management took steps to eliminate such unde-
sirable activities. Because the guard was
employed by an outside service, the company
could take no action against him, other than
reporting him to his employers. Management
also hired a new guard service, which more
carefully investigated and screened its guards.

Several employees who had participated in the
thefts were fired and management instituted
stronger controls, including more frequent
inventories, and increased supervision after
hours. Increased supervision during the work
day also was needed to eliminate on the job
drug abuse.

Lax supervision and control at this plant created an
atmosphere ideal for thefts and drug abuse. Had man-
agement conducted careful, periodic inventories, and
also checked on the performance of the night guard, the
thefts might have been prevented, and certainly would
have been discovered much sooner. Management also
Jailed to check employees’ behavior carefully, thus giv-
ing free rein fo the use of drugs. By lowering their pro-
ductivity and efficiency, employees who abuse drugs on
the job steal from the company as surely as do those
employees who help themselves to company property.
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Employee Pilferage
Firm Provides ‘Key’ to Thefts

Employee stealing that began as a means to
earn a .25 caliber semi-automatic pistol ulti-
mately cost a manufacturing company more
than $90,000, before management finally
uncovered and curtailed the illegal activities.

The source of the thefts, a warehouse worker,
Bill, used a warehouse key issued by manage-
ment to steal and resell several thousand pairs
of the company’s work pants and overalls over
four or five years. His thefts began when
someone offered to trade him the pistol for 48
pairs of work pants.

This initial profitable transaction soon led to
others, and maximizing his use of the ware-
house key, Bill soon was selling as many as
500 pairs of the pants at one time.

One of Bill’s customers boasted to him that he
had outfitted his entire family, and his neigh-
borhood, and still had enough work pants left
over to hold another sale!

Because of careless inventory procedures and
poor records on key issue, these illicit activities
escaped management’s notice until large short-
ages prompted the company to call in outside
investigators. An agent was assigned to work
undercover in the manufacturing plant to dis-
cover who was stealing, and how.

Because the warehouse involved was frequent-
ly left unsupervised, Bill was free to conduct
his transactions inside. Ironically, his methods
of doing business probably enabled some of his
own customers to steal from him. After agree-
ing on the price for a specified amount of
pants, Bill would bring the purchaser into the
warehouse. However, he did not always
remain in the area while the buyer made his
selections. Some of the customers undoubtedly
took more pants than they had paid for.

Although Bill was hardly in a position to pro-
tect himself against such losses, the company
could, and did, take action, as a result of the
investigation. Bill had received less than one
third of the total value for all the merchandise
he had stolen, but the company received pro-
tection against such future incidents by institut-
ing stronger controls on inventory and key pro-
cedures.

Management initiated a program of more fre-
quent inventories, including spot checks of all
departments, and carefully reviewed the results
of all inventories. To help prevent the key
abuse that enabled Bill to steal, the company
reviewed criteria for key issue, limiting keys to
those supervisory employees who absolutely
needed them, and holding those individuals
accountable for the keys.

The company immediately benefited from the
investigation because it was able to recover
from the bonding company for all the shortages
caused by these thefts. To ensure that such
recovery would not be necessary in the future,
the company then instituted the tight inventory
controls and key issue restrictions.

The climate in this plant was conducive to such
large scale thefts because management exerted little
control over employees and did not conduct careful,
periodic inventories. When such an opportunity to
steal is coupled with lax key issue policies, a greedy
employee probably will take full advantage of man-
agement s mistakes.
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