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ask the experts

Q  As a board member for a nonprofit organization, I 
overheard an executive state that it’s financially prudent to 
retain an employee who is stealing small amounts of money 
rather than incur the cost of replacing that employee. Can 
you help me understand this position better?

A  We have encountered this position before in various 
situations. One source of the idea that it’s more cost effective 
to retain than to replace a dishonest employee rests in a 
popular area of research (for example, Wasmuth & Davis, 
1983) evaluating the costs associated with employee 
turnover. Often, management forgets that these costs are 
important when it comes to addressing voluntary turnover 
but irrelevant when unethical employees are involved. 
Dishonest employees will do more harm to the organization 
by remaining employed than the costs incurred to replace 
them. 
The problem with retaining an employee who is stealing 
in any form, no matter how diminutive in amount and 
nature, is considerably greater than the immediate cost 
associated with replacing that employee. For example, 
the situation we addressed in a previous article – “What 
Can You Do with a Renegade Employee?” (Vol. 33, No. 4) – 
wasn’t confined to the actions of the dishonest caretaker. 
Another employee observed that the fraud resulted in 
no consequences and started embezzling too. The board 
terminated and criminally prosecuted that employee. 
However, they didn’t finish the job by confronting the issue 
– the fact that both employees were able to embezzle. This 
entity will routinely experience similar incidents throughout 
its future until it addresses the real source of the matter in 
a way that positively changes its organizational culture. 
What should you do if you find yourself in a similar situation? 
First, terminate and prosecute the dishonest employee as 
a deterrent to current and future employees. Then, be sure 
you have antifraud policies and procedures in place. A few 
ideas to prevent such problems from occurring:
Implement safeguards that include internal controls, 
such as segregating duties, keeping documentation, requiring 
multiple signatures on checks, and being vigilant of new 
vendors. 
Get to know employees on a personal level. Doing so 
makes it likely you’ll notice sudden changes in behavior 
that may indicate fraud risks.

What’s the Consequence of Retaining 
a Renegade Employee?
Should	you	keep	or	fire	a	dishonest	worker?

Post a list of different types of fraud and how they will be 
punished if they occur. Take a hard stance and ensure that 
the penalties are harsh enough to deter breaches.
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Look for the answers to these “Ask the Experts” 
questions coming up in Nonprofit World: How many 
donors can you expect to renew their gifts? Does 
workers’ comp protect your volunteers? What’s the 
best way to sign a pitch letter? Must you register if 
you don’t raise much money? What should you call 
a transgender person in your documents?
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