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Tearful Niehaus admits fraud

CAPE TOWN, SOUTH AFRICA Feb 13 2009 07:51

He has been entrusted by the ANC with the strategic job of spokesperson. But
Carl Niehaus has left a broad trail of bad debt and broken promises behind him.

Confronted this week with allegations that he owed hundreds of thousands of
rands to politicians and influential businessmen and committed fraud while
working for the Gauteng provincial government, a tearful Niehaus admitted that
he:

Forged signatures while he was chief executive of the Gauteng Economic
Development Agency (Geda) before resigning in December 2005;

Borrowed money over a six-year period from some of the brightest stars
of the ANC and business galaxy, much of which he has not paid back;

Asked to be connected to Brett Kebble because he was “desperate for
financial help”;

Had to leave a top job at Deloitte and Touche in 2003 after his financial
woes became embarrassing;

Owed the Rhema Church more than R700 000 when he was asked to
resign from his post as chief executive and spokesperson by a full board
meeting in 2004; and

Had to repay R24 000 to director general in the presidency Frank
Chikane when he left his job there under a cloud in 2004.

Niehaus, appointed ANC spokesperson in November 2008, also admitted to using
the Rhema Church’s travel agent to book a holiday for himself and his wife in
Zanzibar and to using the presidency’s travel agent to book flights and a trip to
Durban for his former wife.

But he denied allegations by his co-workers at the time that he intended to pass
off the trips as work expenses. He disputed accounts that he left the presidency
amid claims of financial impropriety and ran up implausible expense accounts at
Deloitte.

Among those he asked for financial assistance from are Arts and Culture
Minister Pallo Jordan, ANC empowerment magnates Saki Macozoma, Tokyo
Sexwale and Cyril Ramaphosa, Absa chair and former deputy governor of the
Reserve Bank Gill Marcus and mining tycoon Rick Menell.

When powerful friends could not rescue him from what he described as “the
devastation of debt” he drifted into seemingly outright criminal conduct.

In 2005, after just seven months as Geda chief executive, responsible for
handling millions of rands of transactions, he wrote a fraudulent letter and
forged the signatures of then finance minister and now Gauteng Premier Paul
Mashatile, transport minister Ignatius Jacobs, education ministerand now ANC
Women’s League president Angie Motshekga and agriculture minister Khabisi
Mosunkutu.
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The letter was intended to secure a loan for Niehaus from a businessman who
hoped to use it to ensure favourable treatment from the Gauteng government on
property deals.

Niehaus confessed this fraud to Mashatile, who told him to quit or face a
disciplinary inquiry. Niehaus resigned on December 9 2005.

Told this week of a long list of former employers and creditors who told the Mail
& Guardian about their dealings with him, Niehaus broke down.

“Most of what you’ve confronted me with is true. I wish it wasn’t. I’ve made
massive mistakes and I’ve disappointed a lot of people terribly. I’ve no illusions
that if you publish this article it will mean the end of my career,” he said,
weeping.

“I asked people like Saki Macozoma, Cyril Ramaphosa, Tokyo Sexwale, Gill
Marcus, Pallo Jordan and Rick Mennell to help me financially.

“I was down and out. Some of them gave me money and some didn’t. I am
terribly indebted. I also received money from Brett Kebble,” Niehaus said.

Niehaus said he asked Macozoma to introduce him to Kebble. “I asked for the
meeting. Saki was my friend and | asked him to help me out. | asked to be
introduced to Kebble and | met him three times.

“Kebble gave me R70 000 for communications work. He still owed me money.
I’m paying R100 000 back because I can’t fight the liquidators -- there was no
contract, only a verbal agreement. I can’t prove anything and I don’t have the
money to go to court,” he said.

Niehaus is locked in a battle with the ANC’s other spin doctor, Jesse Duarte, who
is said to be extremely unhappy with the circumstances of his appointment.

Party insiders say he was headhunted for the role by ANC secretary general
Gwede Mantashe, angering Duarte, the incumbent. She is understood to be
reluctant to stay on after elections.

Those who have worked with Niehaus over the past 14 years and lent him cash to
fund his and his former wife, Linda Thango’s, extravagant lifestyle say they are
not surprised things turned sour.

Niehaus has always “over-promised and under-delivered”, they say.
Over the past decade he has resigned from most jobs under pressure or earlier
than his contract stipulated because of debt or unhappiness with the

management of his financial affairs.

Niehaus became a household name when, as an anti-apartheid activist, he was
found guilty of high treason and sentenced to 15 years in jail in 1983.
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He became Nelson Mandela’s spokesperson in 1994 and was then ambassador to
The Netherlands.

On his return to South Africa he briefly worked at the NGO Nicro before his
relationship with Mandela helped him secure a job at audit firm Deloitte and
Touche in Gauteng and in The Netherlands.

While at Deloitte he was embroiled in legal action after failing to honour an offer
to purchase an expensive house on Prinzen Gracht, one of Amsterdam’s most
prestigious addresses. The penalty for cancellation was more than R1-million.
This debt sent him into a financial tailspin.

“] felt I had to resign because Deloitte have strong ethics around their partners --
they must have their financial dealings order,” Niehaus said.

A former partner at Deloitte, who asked not to be named, said Niehaus was
“always” in financial crisis and that the Prinzen Gracht debacle had not led to
his ousting.

“He borrowed money from partners at Deloitte. He also asked me for money but
I told him I’m not a bank.

“He once booked a helicopter to fly from Sun City to Johannesburg at huge
expense. He claimed to have lost his credit cards on at least two occasions [when
improper expenses appeared on the statement] and asked people to help him out
[with hotel bills]. He also knew somebody in Nedbank who helped him out.

“He insisted on a huge salary -- more than others on the same level. We paid him
because he promised to bring political work to the company. That didn’t
materialise.”

Another source, also a partner when Niehaus worked at Deloitte, said that when
Niehaus resigned the firm wrote off large sums he still owed.

Chief executive Grant Gelink said: “To the best of my knowledge Niehaus didn’t
owe Deloitte any money when he left, but | don’t know if money was written off.
I wasn’t CEO at the time.”

Niehaus denied owing the company money, adding: “I don’t recall ever claiming
money from Nedbank because of a stolen card.”

On the Sun City helicpter flight he said he had addressed a conference at
KwaMaritane and had to be in Johannesburg an hour later “for the launch of
the strategic communications division. The CEO questioned me months later
about this expense and accepted my explanation.”

He said he had borrowed money only from one Deloitte partner and had “paid it
back in full”.

Niehaus’s financial troubles deepened when he divorced his wife and co-accused
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in his terrorism trail, Jansie, and married Linda Thango.

Four sources who worked closely with him after 2002 said Thango, a former
non-executive director of African Media Entertainment and management
consultant, was central to his extravagant lifestyle.

“His wife wanted all the best toys: holidays, jewels, clothes, shoes and shopping,
shopping, shopping. Carl got sucked into that lifestyle, loved it and lived way
beyond his means,” said one of his former ANC bosses.

Others said he had always been attracted to the trappings of wealth, but that
Jansie had kept a tight rein on the family finances. Niehaus himself insists that
he must take responsibility.

He said: “I never said no [to Linda]. I thought this is the way you keep love --
you buy it. I should have been firm and said: ‘No more. We can’t live like this.’ I
didn’t and I fell into the devastation of debt.”

After his departure from Deloitte Niehaus was “rescued”, as one government
official put it, in 2004 by a job in the presidency working on celebrations planned
for a “decade of democracy”.

A top presidency official who oversaw his work said: “We terminated his
contract early because he didn’t complete the work he was meant to do. He
turned out to be inefficient. He himself felt he had to leave -- there was no fight.”

The official added: “He took his wife to Durban and used the presidency’s
money to pay for the hotel. We told him that’s unauthorised expenditure and
you need to pay it back now.” Niehaus denies his contract was terminated
prematurely, adding that he does not remember the Durban trip.

“I worked there and finished my contract. I was paid a R24 000 advance, which |
paid back to Frank Chikane.

“I suppose it’s not impossible that I went to Durban during that time, because
my wife’s mother lived there,” he said. After leaving the presidency in mid-2004
Niehaus was appointed Rhema Church chief executive and spokesperson.

He admitted to being asked to leave Rhema after working there for four years
“because of a disagreement about the size of my loan with the church, among
other things”.

Rhema continues to insist that he left amicably and there were no financial
irregularities.

“[Church leader] Ray McCauley organised a staff loan for me. They bought me a
car and agreed to pay a large amount to [the seller of the Prinzen Gracht house].

“The financial officer and I increased this loan a number of times and Ray was
very unhappy because it was not done with his knowledge. I resigned,” Niehaus
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said.

Niehaus also confirmed using Rhema’s travel agent to book a holiday in
Zanzibar. While employed by the church he bought himself a Porsche and a C-
Class Mercedes Benz.

Rhema gave Niehaus six months to repay R700 000. Mashatile’s offer to him to
head Geda was, therefore, a lifesaver -- which he admits abusing.

On the fraudulent letter in which he forged the signatures of senior Gauteng
government officials, he said: “Pierre Swart managed a company called Blue
Label, which offered to lend me the money to repay the Rhema debt. I was
absolutely desperate, because if I didn’t repay it I would’ve had to sell the
townhouse in my wife’s name that I had given as surety.

“But there was a hook. In exchange for the loan they wanted a letter committing
various provincial ministries to favouring them when they wanted to rent, sell or
lease government buildings in the Johannesburg CBD.”

Buildings sold with lease agreements in place are worth much more than empty
structures, a developer told the M&G.

“I was very desperate but what I did was terrible. After I wrote the letter and
handed it over I immediately knew that | had done the worst thing in my life.

“I went to see Mashatile. I confessed that ’m deeply compromised and he was
deeply disappointed. I resigned immediately.”

Former Gauteng premier and now Congress of the People leader Mbhazima
Shilowa confirmed Mashatile told him that Niehaus was asked to leave over
“financial impropriety”.

Blue Label has major contracts with Vodacom and Telkom. The company made
no comment.

Said Niehaus: “The ANC job is a lifesaver for me and things have gone wrong
now in a terrible way. I have to be trustworthy to do my job. I live under no
illusions about what this article can do to my life. I wish I could turn back the
clock.”
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Bad Leadership: What It Is, How It Happens, Why It Matters
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Bad Leadership: What It Is, How It Happens, Why it Matters.

Kellerman, B. (2004). Harvard Business School Press (www.hbsp.harvard.edu/)

This book challenges conventional thinking that suggests the activity of leading
requires goodness, competence, and courage. This book compels us to consider,
analyze and learn from bad leadership. It requires us to look at the human
behaviour of leadership in all its forms, including those that are not so flattering,
and argues that bad leadership is all around us and that the only way to better
address it is to study it, analyze it, learn from it, and finally, take action against
it. It offers an outstanding compilation of noteworthy business and political
leaders who have caused harm to those around them, both near and far. It is
written in a structured and cohesive manner to allow the reader to understand
that leadership is “just one strand of a web that constitutes the leadership

process.”

The book is divided into three parts and has a total of 12 chapters. In Part One,
“The Bad Side,” there are three chapters, Claiming The Bad Side, Reasons For
Being Bad; and Making Meaning Of Being Bad. This part addresses human
behaviour and leadership. In “Claiming The Bad Side,” the author speaks to the
need to define and look at bad leadership. She argues that for far too long, the
term “leadership” has been synonymous with “good” leadership. She proposes
that all leaders must be studied, whether they used their power and authority for
good or whether they were “power wielders” who served their own purpose and
greed. In the second chapter, “Reasons For Being Bad”. Kellerman offers a
philosophical, historical and psychological perspective of leadership. She
endeavors to explain the reasons that leaders behave badly, the reasons that we

follow leaders who behave badly, and the reasons that followers behave badly.

In “Making Meaning of Being Bad (Chapter 3), she offers a model to better

understand bad leadership. This model puts bad leadership on two axes,
Ineffective Leadership and
Unethical Leadership

and suggests that these are more than just theoretical constructs.


http://www.hbsp.harvard.edu/
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These are empirical constructs which are later illustrated. She identifies seven
types of bad leadership: Incompetent, Rigid, Intemperate, Callous, Corrupt,
Insular, and Evil.

In Part Two, “Leading Badly,” Kellerman provides seven chapters, one for each
bad leadership type: Incompetent, Rigid, Intemperate, Callous, Corrupt,
Insular, and Evil.

These chapters are extremely well written, particularly in regard to their
structure and content. Each chapter follows an outline of subsections which
allows the reader to easily relate one chapter to previous and subsequent
chapters and better understand bad leadership. Each chapter begins with an
introduction, offers brief examples, and then identifies one bad leader as its
main focus for the particular type of bad leadership.

The subsections include: The Prologue, Context, The Leader, The Followers,
The Web, and The Benefit of Hindsight. Chapters four through ten read as a
“Who’s Who” of bad leadership, each discussing its respective bad leadership
style.

Chapter Four: “Incompetent”, offers a review of the leadership styles of Juan
Antonio Samaranch, president of the International Olympic Committee (10C),
who was disgraced because of the wide spread corruption among members of
the I0C; Abdurrahman Wahid, former president of Indonesia, the world’s
fourth most populous country, who after his capricious management style,
inconsistent policies and erratic behaviour, he was ousted after only 22 months
in office; Jill Barad, briefly CEO of Mattel Inc. the largest and most successful
toy company in the United States, who was ousted because of a failed merger.

Chapter Five: “Rigid”, identifies the leadership style of Mary Meeker, opinion
leader at the Wall Street firm Morgan Stanley Dean Witter & Co, who ignored
information that the tech bubble of the 1990’s was bursting and continued to
recommend tech stock long after they had become risky; Robert Hass, former
CEO of Levi Strauss & Co., who failed to see the implications of the global
economy on his company; Sumner Redstone, CEO of Viacom, the media
corporation, who failed to effectively address the issue of succession planning;
Vladimir Putin, President of Russia, who failed to respond in a timely manner to
the Kursk submarine disaster.

Chapter Six: “Intemperate”, discusses the leadership styles of Marion Barry Jr.,
former mayor of Washington, D.C., who was tainted by drug use scandals; Gary
Hart and Jesse Jackson, American politicians who were tainted by sexscandals;
James Bakker, televangelist who was tainted by financial corruption; Henry
Lyons, televangelist who was tainted by sex scandals; William Bennett, author of
“The Book Of Virtues” and self appointed warrior of the culture wars, who was
tainted by his own gambling behavior.

Chapter Seven: “Callous”, considers the leadership styles of Al Dunlap, former
CEO of Sunbeam Corporation also know as “Chainsaw Al”, who due to the
short sighted way he managed corporate restructuring created a fiasco for
Sunbeam share holders and employees; Rudolph Giuliani, former mayor of New
York City, who, prior to 9/11 which changed how he was perceived, was seen as
callous and unresponsive to members of the minority community in New York
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City, particularly African Americans; Leona Helmsley, brash and capricious
real estate mogul, who served time in prison for tax evasion; Howell Raines,
former executive editor of the New York Times, whose autocratic and callous
management style during several scandals at the newspaper led to his

termination.

Chapter Eight: “Corrupt”, assesses the leadership styles of William Aramony,
former head of the United Way, who was forced to resign because of his
accounting and management practices; Vincent (Buddy) Cianci Jr., former
mayor of Providence, Rhode Island, who was convicted of racketeering
conspiracy; Mario Villanueva, former governor of the Mexican state of
Quintana Roo, who was charged with shipping cocaine to the United States,
drug trafficking, and money laundering; Andrew Fastow, former CFO of Enron,
who pleaded guilty to two felonies relating to the accounting practices which

contributed in the collapse of Enron.

Chapter Nine: “Insular”, describes the leadership styles of Bill Clinton, former
president of the United States, who failed to respond to the crisis in Rwanda; Lee
Raymond, president of the Exxon Mobil Corporation, who failed to engage or
demonstrate concern for anyone outside Exxon Mobil; James W. Johnston,
former CEO of R. J. Reynolds Tobacco, who adamantly insisted that cigarette
smoking and nicotine were not addictive long after the data had proved

otherwise.

Chapter Ten: “Evil”, details the leadership styles of Radovan Karadzic, first
president of the Bosnian Serb Administration, who permitted the widespread
genocide of Bosnian Muslims; Saddam Hussein, former president of Iraqg, who
was responsible for murder, torture, genocide, ethnic cleansing and use of
chemical weapons against his own people; Jim Jones and David Koresh, cult
leaders and dictators, who caused or contributed to the deaths of their loyal

followers.

e 1In Part Three, “From Bad To Better,” there are two chapters, Costs And
Benefits and Comments And Corrections, that clarifY the short and long term
consequences of bad leadership and offers suggestions regarding what can be
done regarding bad leadership. In “Costs And Benefits” (Chapter 11),
Kellerman looks at the ongoing costs of bad leadership and the benefits of its
study. It argues, quite convincingly, that bad leadership has a lingering and
multigenerational effect. The benefits of study rely on our ability to identify and
understand patterns of human behaviour and bad leadership, so that we will

better be able to confront it early in its genesis.

In Chapter 12, “Comments and Corrections,” she offers hope that bad leaders
can be made better or at least their harmful effects can be slowed. Additionally,
it offers prescriptive suggestions to leaders and followers to remediate the

development of bad leadership.

This book should be considered a must read for anyone who has ever been
interested in learning about leadership. It is well written, clear, instructive, and
offers information in a well thought out format, unlike many books in this genre.
It offers a structure which can be applied to many leaders currently on the
world stage, and probably some of the leadership styles many of us experience
every day. Finally, it offers concrete suggestions for leaders and followers to

consider in order avoid the perils of bad leadership.



Understanding Leadership from the Other Perspective: Can we Learn from Bad
Leadership?

Gustavo R. Grodnitzky, Ph.D.

According to Kellerman the following corrections suggest how leaders can strengthen
their personal capacity to be at once effective and ethical.

e Limit your tenure. When leaders remain in positions of power for too long, they
tend to acquire bad habits. For example, they are increasingly prone to become
complacent and grandiose, to overreach, to deny reality, and to lose their moral
bearings. Samaranch and Aramony were chief executives for two decades or
more. Both should have left earlier—and Barry should have quit the mayor's
office after his second term.

o Share power. When power is centralized, it is likely to be misused, and that puts
a premium on delegation and collaboration. The advice Mary Meeker gave
affected the financial decisions of many people; still, she worked alone.
Similarly, Al Dunlap was a corporate tyrant who brought Sunbeam down at
least in part because of his refusal to work with others in any meaningful way.

e Don't believe your own hype. Samaranch ruled the Olympic movement as if it
were his own fiefdom. Meeker seemed actually to believe she was queen of the
Net. And Dunlap was in thrall to the portraits of himself as "Rambo™ and
""Chainsaw Al."" For leaders to buy their own publicity is the kiss of death.

o Get real, and stay real. Virtually every bad leader named in this book lost touch
with reality to some degree. Samaranch blocked out the fact that corruption had
crept into the Olympic movement. Meeker came to believe that the history of
markets was irrelevant to the ""New Economy." Barry dismissed his addiction to
coke. Dunlap never understood that his callousness was self-destructive.
Aramony did not grasp that he had morphed into a liar and thief. Clinton came
to conclude that genocide was a problem the United States could choose to
ignore. And Karadzic considered crimes against humanity justified as long as
they were committed against Bosnian Muslims.

e Compensate for your weaknesses. When he came into office Clinton knew that his
strength was domestic policy and his weakness was foreign policy. So when
Rwanda became a crisis, he should have made it a point to surround himself
with experts on Africa. At a lower level of importance, Meeker should have
made it a point to acquire in-depth knowledge about stocks other than the tech
issues she had long followed and favored.

e Stay balanced. More than a few leaders named in this book were famous
workaholics, far more dedicated to their jobs than they were to family and
friends. This is a danger. As Bill George, former chairman and CEO of
Medtronic, points out, "'Balanced leaders develop healthier organizations.” They
make more thoughtful decisions and lead more effectively.

e Remember the mission. Arguably, this matters most when the group or
organization is dedicated to public service. Samaranch lost sight of the original
Olympic ideal, and Aramony of the fact that the United Way of America was a
charitable association.
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o Stay healthy. Marion Barry is an egregious example of a leader whose physical

and mental health was impaired throughout most of his time in public office.
should have sought professional help.

He

o Develop a personal support system. All of us should have aides, associates, friends,
or family members who will save us from ourselves. Every leader named in this

book would have benefited from tough love.

o Be creative. The past should never determine the future nor narrow the available
options. If Atal Bihari Vajpayee, the prime minister of India, and General
Pervez Musharraf, the president of Pakistan, have the imagination to break
from the past and restart peace talks between their two countries, then Clinton

could have helped to create a resolution to the crisis in Rwanda.

e Know and control your appetites. These include the hunger for power (Karadzic),

money (Dunlap), success (Meeker), and sex (Barry).

o Be reflective. Virtually every one of the great writers on leadership—~Plato,
Avristotle, Lao Tzu, Confucius, Buddha—emphasizes the importance of self-
knowledge, self-control, and good habits. But we have seen that acquiring and
sustaining such virtues is hard. Intent is required, but so is time for quiet

contemplation.
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