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e has made the most of his relatively short bout of incarcerated life,  
but David still says, “prison life in South Africa is a nightmare that I would not wish upon my worst 

enemies!” Physical danger as a result of overcrowded cells, theft, corrupt wardens, violent assault, 

rape, sodomy, and the ever present risk of contracting AIDS, combined with mental torture in 

the form of inescapable feelings of disappointment, immense failure and regret, complete the 

wretchedness of prison life for David.

What was it that induced David to commit a series of dishonest acts that ultimately 

destroyed his family, wrecked his career and led to his imprisonment? 

David’s story is not unique; he is simply one of an ever-increasing band of professionals who seemingly have so 

much going for them, yet cross the line into the abyss of deception and deceit. If we are to protect our organisations 

against the ever increasing white collar crime threat, we need to, quite literally, get into the mind of the fraudster, 

understand the forces that influence him or her and be alert to the fraud risk indicators that are usually present 

when white collar crime is committed around us.

David vividly recalls the day that he was sentenced, notwithstanding the fact that he had been heavily sedated to 

help him get through the nightmarish court process. Although it was a plea bargain and everything had been agreed 

up front, and explained to him by his lawyers, nothing on the day seemed real until the moment when the judge’s 

voice rang out, pronouncing a ten year jail term in the mercifully, relatively deserted court. The judge’s voice was still 

ringing in his ears when he embarked on the ghastly journey to prison. Within a half an hour of leaving the court 

building, David had suffered the indignity of being robbed of his shoes and then endured the unnerving experience 

of witnessing a fellow inmate being brutally assaulted by a group of thugs. Before this day, 26s, 27s and 28s were mere 

numbers; now, already before setting foot inside the prison walls, these numbers were terrifying symbols of gangster-

ism, oppression and fear. David, a frail and grey dishonoured accountant had every reason to be petrified. The threat 

to life and limb makes prison life in South Africa more challenging than in many other countries; but for the charm-

ing, sophisticated, and well educated white collar criminal like David, there are other equally wearisome aspects to 

imprisonment.

Accustomed to the ample space and lush gardens of his family home on the outskirts of Bishop’s Court, David has found 

adapting to restrictive confinement one of the most frustrating aspects of prison life, exacerbated by the absolute cut-off 

from home and family. This was not the future that he had in mind when he qualified as a chartered accountant more than 

twenty-five years ago. David was popular, a respected member of the community and a loving father to three children. He 

was a competent financial manager and the last person that anyone would have suspected of being a fraudster. 

David recalls how his family were mortified when forensic investigators arrived at the door to his family home three 

years ago. That was when the lie he had lived for more than five years had been uncovered. He could accept his wife’s 

bitterness and anger, but nothing had prepared him for resentment from his own children.

David paces up and down the narrow confines of his shared 
prison cell. Tomorrow it will be eighteen months and twenty-
one days since he first set foot in Malmesbury prison. David is 
counting the days until his parole hearing in March next year. 

>>
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When David discovered that the company had commissioned a forensic investigation into some of 

the areas under his control, he played things very cool, pretending not to be the least bit concerned 

and offering assistance at every quarter. But beneath the calm exterior, David was a nervous wreck. 

His mind was preoccupied by thoughts of suicide, possible flight and even more deceit to cover 

up and explain the intricate web of journal entries and rolled funds he had created to disguise the  

R3, 2 million that he had stolen from the company. His crimes were relatively simple. He had created 

fictitious invoices from a non-existent consultancy, forged the signature of a cheque requisition signa-

tory and submitted the false invoices to the accounts department for payment. The cheques were 

deposited into a distinguished sounding family trust account at a nearby auditing firm, creating the 

impression of an inheritance and family money. 

David’s conscience and the potential of being discovered meant that a ring of the doorbell or 

telephone induced regular panic attacks. Initially David tried to disguise and conceal his tracks, but 

the bloodhounds were onto him and besides, over the years he had become greedy and careless. 

The noose tightened. As his world collapsed all around him, David was summoned to head 

office to explain. However, instead of booking a flight to Johannesburg, David came into office, 

cleared his personal belongings and deleted everything on his computer. He then drove to the 

mountainside where he tried to kill himself, but found that he could not go through with it. 

David’s colleagues could not believe that he was responsible for defrauding the company, “Not 

David, he’s been with us for years and everyone trusts him; it must be an accounting error; he is 

just out of his depth and is embarrassed by the mistake”. The brief to the forensic team was to go 

easy on David, “No Gestapo tactics please, we trust him implicitly.’’ 

After David confessed, there was disbelief until people began to appreciate the fraud risk indica-

tors (red flags) they had missed: the new sports car, the expensive house and alterations, the yearly 

overseas family holidays as well as three children in residence at varsity. 

THE METAMORPHOSIS FROM HONEST CITIZEN TO ROGUE

What drives an individual to commit an act of dishonesty? Theories abound in answer to 

this conundrum. There is no definitive answer. We readily say that ordinary criminals are 

the products of their deprived backgrounds, their poverty and ignorance and so on, but 

what about the white collar criminal? Is he or she the product of a ruthlessly competitive business 

world where the evil takes precedent? 

Greed, moral blindness, decaying business ethics, feelings of entitlement and the desire to win at 

all costs are undoubtedly all factors in the descent into deceit. 

The profile of the white collar criminal reveals 

that the typical fraudster is a well-educated, 

physically healthy first offender who generally 

has worked for the same employer for several 

years. A versatile and persuasive individual, the 

fraudster is very often a key player in the organi-

sation who has an ability to find a solution to 

just about any problem. The fraudster is popular 

and, of critical importance, a trusted member of 

the team. Over time, the fraudster earns loyalty, 

respect and trust. These are some of the critical 

WHITE COLLAR 
CRIME STAGES
STAGE 1: Pressure to 
commit the crime
The pressure on individuals to 
supplement income streams is 
derived from a variety of sources, 
the most prevalent being a ten-
dency of many individuals to live 
beyond their means. Fraudsters 
love 4x4s and expensive German 
cars and of course these types of 
toys are expensive. The employee 
is then induced to steal in order 
to maintain a lifestyle that is more 
extravagant than his or her income 
stream allows.

 Sometimes fraud is committed 
out of a desire to look after the 
best interests of the family. In our 
case study for example, David 
claims that he misappropriated 
company funds because he had 
three kids at university and all 
three wanted to stay in residence 
which was financially beyond his 
limited resources. That may well 
have been the original catalyst, but 
greed stepped in and David even-
tually ended up taking far more 
than he “needed” – R3.2 million.

Extra-marital affairs are often a 
potential inducement to commit 
fraud as perpetrators often need 
to fund their mistresses and illicit 
activities. They then need to look 
for an income stream which is out 
of reach of the prying eyes of the 
wife. 

Fraud is also often motivated by 
habits like gambling and drug or 
alcohol dependency where the 
addict  becomes pressured to find 
alternative sources of money to 
feed the habit. 

Sometimes gamblers advertise 
their regular  visits to the casino to 
colleagues at the office in order to 
conceal  the proceeds of a crime. 
They know  that if they suddenly >>
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display signs of wealth, people 
– notably their employers – may 
become suspicious. By letting col-
leagues know that they are big 
winners at casinos, nobody will 
think twice about the new house, 
car or the building alterations. 

The most tragic aspect to fraud-
sters who gamble heavily is that 
there is often a genuine hope on 
their part to  make good. They 
believe that they will eventually 
win big at the casino  and be able 
to enjoy a fairytale ending by se-
cretly replacing stolen funds prior 
to being found out –  while still, of 
course, having sufficient funds to 
live comfortably and honestly in 
the future.

STAGE 2: Opportunity 
to commit the crime 
Once a fraudster is financially 
stressed, the next step in the fraud 
equation is  to find an opportunity 
to commit the crime.  If the need 
is great and the controls are 
weak or non-existent, it becomes 
immensely difficult for the 
employee to resist the temptation 
to help him or herself to company 
money.  Once they realise that 
they are not subject to oversight, 
or there is a control gap, this is 
the first step down the proverbial 
slippery slope.

Financial managers, accountants, 
clerks, managers and directors 
commit a large percentage of the 
white collar crime in South Africa 
because these are the individuals 
who have access to either the 
physical cash or the payment 
processes, and sometimes they 
have the final control to prevent 
abuses by others.  Provided that 
they almost never take leave or 
resign, they are invariably in the 
perfect position to cover up their 
illicit transactions. Often when 
audits take place, they are the very 
individuals requested to supply 

the auditors with information 
and documentation. Covering up 
becomes a way of life.

STAGE 3: 
Rationalisations for 
committing the crime 
Pressure and opportunity may be 
one thing. But what is it that moves 
individuals to commit acts of dis-
honesty when there are so many 
honest people out there who are 
able to resist temptation? 

This is where an interesting 
psychology comes into play. The 
fraudster who has succumbed to 
pressure and exploited an oppor-
tunity to steal, will – in the normal 
course of events – be plagued by 
a guilty conscience. This can be a 
source of considerable irritation. 
However,  it would seem, some 
ethically challenged citizens do not 
even feel this. 

The way white collar criminals 
alleviate a guilty conscience is 
through  rationalisation. They re-
label their illicit conduct in their 
own minds in a desperate attempt 
to water down the moral repre-
hensibility of it.  A common ra-
tionalisation is the employee who 
steals from his or her employer but 
considers the misappropriation as 
unauthorised borrowing – a ‘loan’  
which will be repaid as soon they 
get back on their feet. 

Another equally common ration-
alisation is where a decision maker 
in an organisation accepts a kick-
back in exchange for giving a large 
order to a particular supplier.  In 
order to sleep better at night, he 
or she classifies the payment as a 
‘loan’ or ‘commission’  in his or her 
mind. 

The ‘loan’ excuse is frequently 
used, but with one so-called ‘loan’ 
leading to another and another, it 
soon becomes impossible to ever 
repay – even if this was the original 
intention, which is questionable. 

When forensic investigators drill 
down to the detail of the ‘loan’, 
they usually find that there is no 
formal contract and repayment 
has not yet commenced.  Often it 
comprises a  large amount of  cash 
in an envelope handed over in a 
restaurant or a bar, an all expenses 
paid holiday, a luxury car, employ-
ment for family or friends, or even 
sexual favours.

Other equally insidious forms of 
rationalisation include creating a 
framework of entitlement in terms 
of which  they convince them-
selves that they are under-valued 
and  under-rewarded, which in due 
course allows them to feel entitled 
to take something back from the 
organisation. This is particularly 
true of  employees overlooked for  
potential promotion. In their mind, 

they have been unfairly treated 
and deserve more money – if the 
company can’t see that, well then 
they will  simply have to help them-
self. In terms of this rationalisa-
tion, the company is the rogue,  
not the fraud perpetrator who is 
merely correcting an injustice. 

 A further complication is recidi-
vism. Once the white collar crimi-
nal becomes accustomed to enjoy-
ing the proceeds of illicit activity, 
it becomes difficult  to voluntarily 
desist. On occasion, when finally 
apprehended, some offenders 
express relief. They declare that 
a huge weight has been lifted off 
their shoulders and express that 
they felt a desire to be caught as 
the fraud itself had become an un-
controllable addiction. Psychiatric 
evidence recently led in the trial of 
a financial manager convicted of 
irregular electronic funds transfers 
likened the misappropriation to an 
over-eating disorder  in that once 
the accused had started stealing, 
he simply could not stop himself. 

In this investigation, forensic 
investigators noted an interesting 
choice of bedside literature when 
executing a search warrant – a 
book on how to survive the prison 
environment, which must have 
come in handy when the suspect 
received a five-year jail term in a 
plea bargain scenario.
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prerequisites for a successful fraudster as, while establishing the position of trust in the organi-

sation, the fraudster identifies the gaps and weaknesses in the control regime which are open 

to exploitation. In most organisations, where a trusted employee is involved, the personal trust 

takes precedence over controls. 

The main difference between the white collar offender and his counterpart, the common 

bank robber or car thief, is that the former lives by a completely non-physical approach, driven 

by deception and completely devoid of violence. The fraudster does not simply lack the raw 

physical courage to mount a bank robbery but prefers to stick to safer, cleaner ways of making 

a dishonest buck. At times the white collar crime is even intellectually stimulating and the 

avoidance of detection, a mental challenge – hardly the preserve of the fainthearted. 

This has a lot to do with risk and reward. White collar criminals, if they are careful, can avoid 

detection and apprehension and generally get away with their crimes for many years until they 

become careless or adopt a laissez-faire attitude. Often the fact that the fraud is undetected  

spurs  the white collar offender to greater heights. 

The road to perdition for our typical fraudster often begins with a doctored expense claim 

accompanied with the realisation that getting away with this type of thing is easy and financially 

rewarding.

Forensic experts have established a number of common characteristics exhibited by white 

collar crime perpetrators. Entry to a world of deception and deceit is often perhaps the end 

result of a range of various types of pressures coupled to an opportunity in the form of weak 

or non-existent controls. Once the individual has succumbed to the pressure, a vicious cycle 

is initiated and repeated offences are committed. The three tiers to the evolution of the white 

collar criminal are pressure and opportunity, followed by rationalisation. (See White Collar 

Crime Stages)

THE CRIMINAL JUSTICE 
SYSTEM AND WHITE COLLAR 
CRIMINALS

T he standard sentence for fraud 

involving several hundred thousand 

to several million rand is an effective 

five-year jail term. In the past many fraud-

sters were able to avoid custodial sentences. 

This in turn raises the question: can the 

widespread prevalence of white collar crime 

be seen as the product of lenient and often 

downright sympathetic treatment that white 

collar criminals receive from the criminal 

justice process?

The criminal justice system comprising the 

SA Police, the National Prosecuting Author-

ity, the Courts, Correctional Services and our 

communities treat white collar criminals very 

differently to perpetrators of other forms of 

crime, particularly violent crime.

Murder, robbery rape and other forms of 

violent crime evoke strong moral outrage, 

whereas white collar crime seldom receives 

the same kind of attention. Part of the reason 

for this is that people do not understand 

what is criminal about ‘white collar’ crime. 

The very term is euphemistic, in that it 

suggests that the white collar criminal is 

not really a criminal, at least not in the 

sense that a ‘common’ felon is a criminal. 

And in many cases the victims of white 

collar crime are large corporations with 

plenty of cash. Many people do not see 

why such things as insider trading on the 

stock market, tax evasion, fraud or bribery 

are morally wrong, although they can 

clearly see that rape, robbery and murder 

are wrong in a moral sense.

Judges and magistrates reluctantly 

incarcerate white collar criminals who 

steal millions, yet those very same presid-

ing officers have little hesitation about 

sentencing convicted car thieves and 

robbers to imprisonment. Is it a case also 

of white colour crime? 
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1. Fraud response 
plan A fraud response 
plan, which details the 
reporting lines and the 
basic steps to be followed 
once a fraud is discovered 
is essential. This should 
include basic steps that 
are often ignored, like 
removing access cards or 
keys, restricting network 

access and removing 
signing powers, etc. 

2. Benchmark your 
risk and review 
controls Understand the 
key risks and common 
frauds taking place in 
your industry. Speak to 
the specialists and get 
expert forensic advice 
on how to protect your 

organisation. Get experts 
to review your controls to 
ensure that you stay one 
step ahead.

3. Fraud awareness 
training Train employees 
on how fraud takes place, 
the symptoms of fraudulent 
activity, what to look out for 
and how to react to it, as well 
as understand their ethical 

duty to protect the business.

4. Code of ethics The 
organisation must spell 
out its own ethical rules 
for doing business and 
must practise what it 
preaches. 

5. Gift policy Ensure 
that suppliers and staff 
are clear as to the bound-
aries in terms of gifts 

or benefits that may be 
provided or accepted.

6. Fraud/ethics 
hotline Have an inde-
pendent hotline in place 
and encourage whistle 
blowing. Honest employ-
ees must feel free to 
report irregular/unethical 
behaviour without fear of 
recrimination or victimi-

sation. 

7. Expert forensic 
support Forensic special-
ists should have contacta-
ble references and be able 
to provide verifiable details 
on their successes in 
both internal and criminal 
proceedings as well as how 
much and how often they 
recover client losses.

WHAT CAN COMPANIES DO TO PROTECT THEMSELVES AGAINST WHITE COLLAR CRIME?

T he answer to these questions is by 

no means simple. The white collar 

criminal, we must remember, is well-

educated, well-dressed and usually well-repre-

sented in court. Judges understandably have 

reservations about sentencing these non-

violent offenders to imprisonment where they 

will share facilities with the dregs of society. 

In the case of a first offender, a non custodial 

sentencing option – in the form of correction-

al supervision in terms of which the offend-

er is subjected to after hours house arrest 

and community service on weekends – is, in 

appropriate situations, an ideal punishment 

given that the family unit is not disrupted and 

the offender can maintain an income stream 

for the family. 

The ever-increasing group of white collar 

criminals serve sentences in the recently 

established modern facilities such as Malm-

esbury and the other better prisons in South 

Africa. Their lawyers regularly enter into plea 

bargain agreements offering guilty pleas to 

fraud and theft involving millions in exchange 

for effective five-year sentences as opposed to 

the mandatory 15 years applicable to a crime 

of dishonesty involving amounts in excess of 

R500 000. They ingenuously add clauses to 

the effect that the punishment is served in the 

less unsavoury modern facilities. 

However, the courts can no longer be 

accused of being soft on white collar crime 

as – in a visible clampdown on fraud and 

corruption – they are now bound by legisla-

tion prescribing minimum sentences. Dedi-

cated white collar crime courts manned 

by expert prosecutors and magistrates are 

addressing a poor conviction rate for white 

collar crime. The statistics for the past two 

years reflect a conviction rate of over 90%.

WHAT ROLE DOES POLITICS 
PLAY?
Some theorist argue that the factors induc-

ing people to commit white collar crime 

extend beyond the business world into 

the politico-economic arena – that racism 

and the role of apartheid in South African 

history have had a demonstrable effect on 

the minds of those who find themselves in 

a position to manipulate markets or offer 

bribes. To what extent these assertions are 

correct is hard to say. There is a sense of 

entitlement – that in some quarters people 

genuinely feel that so much was sacrificed 

with scant reward during the apartheid 

years, that it is now payback time and that, 

accordingly, we should not be so hard on 

our fallen political heroes.

Transformation is undoubtedly a factor 

in corruption investigations in South Africa. 

Black empowerment policies are intend-

ed to correct the imbalances in economic 

empowerment caused by the apartheid 

regime, however an offshoot of this process 

has been the emergence of fronting, compa-

nies that are run by white entrepreneurs with 

gardeners and tea-ladies being elevated to 

lofty board positions with little or no say in 

the affairs or profit share of the companies 

they purportedly direct. 

Another byproduct of transformation has 

been a ‘pale-male retrenchment phobia’ 

which has led to a number of white males 

who are uncertain that they will retain their 

positions until they retire, building illicit 

nest eggs so that if they are retrenched, 

they will have enough money to take early 

retirement.

BE PROACTIVE
White collar crime is estimated to cost the 

South African economy approximately R150 

billion per annum. No industry or business 

sector can claim to be immune. Companies 

are advised to be proactive and take positive 

measures to prevent fraud. Get into the mind 

of the white collar criminal before he gets his 

criminal mind into your business! //


