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, The .foll~6wing ·reco~endctior;rs con'st'i,tute;:the'output of 
some ,twe;~ve rnonth~~' study ,?f the U~tat:e of. the ;art", in " 
,controlllIig n,:sm-Y~1.ole.nt, crlIJIes agal!6P·t bU51ness and the 
heed, :(Qr hew i.nff.i·ativ~s, ~hey are "prelimin"ary" i·n·tl1¢ 
sense that "further information ·continues·to' comeih from the, 

'm'any 'indiv.iduals who have been interviewed or. haveo,therwise· " 
.partici'paEed i1) the project', .e rn fact.; we--The AInericim· ' . 
·Mahageine.ritAssociations (AMA) and the Crimes ';Again$b'Bu~iness . 
Council that AMA estab1ished--do·· not anticipate any.\sqb-: '; 
stan·tive 'changes' or additions between the date of submission' 
of this document and the end of the . grant perl9d '" 

The ~ocument is. organized in~d t~o majo; p,rts~ ii~~t an 
overview of the proj ect IS' purposes,' Ci-nd proC'ess and· a s\irnmary . 
of recornmendatit5ns I followed by. the,' detail of the recornmenda­
t:?ions ~ A S€;parate volume cont-a.ins appendic~s which ,. include 
necessary supp.orting information, . ' . 

, . 
We wQuldlike to thank the various members of the Daw '. 

'. Enforcement Assis!=:ance Adrninis·tration, parti'cularly Mr,Irv:'ing 
Slott, an¢l.Mr, Robert Macy, for' their- support; the members of 
~he Crlm~sAgainst BusinS'!ss Council (li:s,ted.'in the appendices) 

'who gave their' time to answering ou.r questions. and making .... 
this project possible .. Special thanks should' begiv~n to 
Mrs. Iren~~Elbei fcir her role.~n ~diting and production .of 
this document'. ' . 
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SECTION I 

OVERVIEW' OF ,THE' PRQJECT." 
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- QVERVIEW OF THE PROJECT . 

.-
Dimensions'bf the Problem 

At the pre',s,ent "time ,,' crimes -ag~inst business cost· busin~ss 
~-omething on the. order Qf $40'bil~ion',per year. This, is an 

o)admittedly oVery. approximate figure~',arrived' at fro~ a study 
\,f. exi~t:ing es~imates. " . rt, :was :,?onducted. by the ~taf~ 'of ", 
the Cr·1.mes AgaJ-nst BuS~ness ProJect,-, funded by the Law 
Enforcement Ass'ista·nct! "Ad'fninistration,. in order to plan 

. stra,tegies'r,elevant t.o' contro'iling non':"vioient crimes" 
against ,.business."ll (Grant No . .Q404-99-DF-76, awarded to 
t-he( America~Manageinen:t 'Associ'ationsi. see ~ppe~dix 1.)' 

Despi teu the wide rang~ 6f' possihle' errOr. and the fact that: 
ali. such costs to busin.'ess' are not ned~ssarily a net',costto 
the public t there' .is no' doubt that crimes against' businss, 
cqnsti tute a major th,reat tb· our society and mus,t be brought 

, under, cO'ntrol as' soon as, possible:_ . Smali--, a,nd medium-s1.zed 
,',businesses . suffer most, o'ft:em beil).g driven out ,'of busin,ess' 
altogeth~r~.andof ,th~se, the~mall retai~er is probably'the 

. ·: . .most vulner~ble of all. . ThUS' crimes against business often 
, ,depr~ve, a 'n€dghboi"hood of services-and"emp1.oyment, as.weil 

. - , as increasing the cos~ of ~iving by '~he. direct passing on of 
the cost to the ·consumer.. ' '._.' ',', '. . ' 

In stu,dying the problem, we' began to refine its definition.· 
·w~ id.entifiecJ, three classes of· 'strategy .that can ·be adqp.ted 
to controlcr~me, and il). s,?·.doing, were.·able to begin, to' 
'operationalize the problem' statement. ... " We have labeled the 

'" . strategies: befensi ve . (making it difficul tto ~orruni t qrime);.· 
Deterrent· .(making the perceived c~ost t9:th~.crin:tinal--econoinio 
.and/or psychic-:-gre.a ter than the perceived gain) i·· and ./ 
.nDe:inotiv.at~ng" (;redu.cj".ng the. drive or· motiva.tionto commit / 
these crimes). They. are in noway mutuallyexclusivej they· 
are, howeve:r:,'mutually supportive .• In 'fact, altho'ugh,.as ' 
'will.be·seen,we· recommend.speqific programs under each head­
ing, for 'particular' indu13tries, and types' .6f'-crime, the 

,II -We definedthes~ as:' "Crim.iIi~l acts di~~cted again.st 
the.assets and/?rreputatiqnof.a bl,lsiness. enterprise, 
or its ·employe.es While erigaged iIi or because 'of, their 
employeri s bus~ness, exclusive 6f. c,r-iminal acts in ' .' 
~hich a· threa:ti.' of, physiqal Violence: or actual violence 
ag~.rn~t the pel~.on· ~s aJ:i iz;herent·. part of·the method 
by whJ-ch the CYl.1.me ~s "c6mm~ tted.' . . 

." '. . .r,· .' . 
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treatment of the ,total 'problem bas to be ,holistic, or to' 

, rephrase tht~ statement, we must, consider the three stiate-' 
, gies' as"l;>eing' components of a system and that 1;11e opt:i,.mum ' 
output ,of the system ,will be found when'ail components 'are 
wo~king'together., ,', ' " ~', ',' , " ' , ': :,',' . ,,' " , 

OpeEationally" we can 'therefore, 'state the problem as: 
finding means of. reduy:Lrig' the economic and' soc,ial' costs' 
Of 'nori-violentcrinres- against:bus'iness' by' designing' 

: ' ' 'qefehSi ve, deteirent .. an¢ de~mot.i vatingprograms' that can 
, ,interfa'te .;'ind suppoxt each other" and which are cost':""· 

eff~ctive and 'usable ,bysmall,an<i, med'ium",as weHl' as 
larg'e.; business "organizCl:tions. 

\". 

~' ' -, . " ,", " , i' , , " . ,',.'. ' 
': A~ we pr9ceed,ed' with the planning .process'(described below, in 
; summary' und-er Planning Methodolqgy), 'it, became clear t,hat the' 
total prohle~: could be, broken down still further into a set' 
of sub-problems. These are displayed, in FigUre l'la matrix, 
which r'el?ttes the' sub-problem 'to the relev.antsolution-

, agents/~trategi~s. 
, " 

, ? 

, Essentially,,' i\t appeared that ,DEFENSIVE STRATEGIES were ' : 
,the' concern of business itsel1;' (ana its private security:, 

,'arm),. 'Law enforcement officers' are'·not sufficiel)tlY" 
"numerous to guard the, as~ets, o'f btlsinessorganizatioris, 

" 'would not, be welcome on business ~property ,if th~y wer,e" 
, and in any case' seldom have the skil:l,? to i.mplement· tJ;1e 
. control sy~tems needed :to reduce" the more sophisticated 

kinds of employee the,f't" embe,zzIement., frauo and the 
like:-Defensi ve', ~trategies, however 1'seeiried.' often 
'in,ad~'1Iuate,,~nd it became clear tha~ at. least ,tqr,ee S1.1b-

: problems'ex1.st here ..Firstly, ser:l1.0r management does 
'not, in' 'genet:al, und'erstand ,the magnitUde of ,the eco-

I 
nomic! impact ~PQnthe bus'lness 'of internal ' :theft,' , "'--....., 

, ' , erribezzlen:tent,.' commercial bribery ,etd. I and does 'not ' 
'.' understand' ,tl::lat the' problem is" .in large part" . ,amenable. . 

., 
," i ' to'the appli~ati9riof gqod\man~g~ment practices, trom . 

the ,top' down.' SecondlYi private secur:ity personnel 
"'Corindivid~als who a,~e givepthe responsiblity" for ,'I ' 

-<""-
" ., / 

, , 

'. I.­" ' r 
, I 

, ! 

. "s'ecurity" ~longwith othex: ,duties), are oft~l?- . inadequately , 
trained themselves in: 'the a~plication of sound management 
practices, in loss prevention/asset proteqti<;m.' ,,~h.e 
third proqlem:f.~' one that' may' ,not pe' res<;>l vab/;Le" namely 
that there are mzmy c,and increasin'g legalre$lt,x:ictions upon 

, . , , 

.~. , 

'''-, , 

" ...... , " ,. <' 

" 

" t.,., 

2 
, ...... .. 

.~.'. ~" 
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\ 

, i., 
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••• • . ' •. ' ,.... .• . .. ' '.,\, 
'MATRIX OF ELEMENTAL PROBLEMS WHICH. TOGE'l'HER ~ONST'ITOTE . 

THE C~S AGAINST BUSINESS .PROBLEM·.TO BE SOLvJ!;u. 
•• .• ; . 

F~9 . .:ure 1: . .' . . 

t I 

PROBLEM " AREA~ BY STRATE9Y ~. ~GENT ---'-/ 
- I 

/ DEFENSIVE, STRATEGIE'S - DEMOTI,VATION. STRATEGIES, 
PUBLIC. . PRIVATE' .• PUBLIC· PRIVATE PUBLIC AND SEMI~ PRIVATE 

(Bus.:iness Organiza-,. . PUBLIC . . 
(Criminal' Justice> ' t'ions/Private (Criminal ,Justice . (Business Organiz-a- (Crfminal JJstice, (Business or~~;i.--(· 

System) , .secu~i.ty) System) tions) Schools t Churches) zations) 
~~,--,--~~~.~--~-----+~--~,~.~~~~~~~--~~~~~~~~-----T------~~~~~----~~~~~~~·+·~~~~~i~--~~~~~------

.. ' 

e 'Imidequate Manpower(~o. Inadequate 'Un­
derstanding of 

.~. Inad'equate ~npower .•. ·Lack of confid~nce 
in cost/effec'i;:i v'e"'" 

• 'Limi.ted access" tp 
si teO 'of potenti.al 
illegal act. , 

" timiteq. underst'and-
.. ~ng of business'.' l' GIl 

systems I vulnera- . 
bilities"and modu? 
operandi. of 
of:fender. 

top manFigement. • Inadequate statutes. ness of usi'ng 
of, the mag~itude' public criminal 
and hatllre of e,Ljinited uriderstand- \. 'justice E?yst:em. 
the' problem. irrg df business·' . 

systems;. modus oper-II Lack of empathy·' 
Limi ted . under~ . andi of-offenders. ~ wi tl). the ~riminal 
standing of ,.. justice system, 
sophisticated .. Lack of empathy with especially the 
approaches to -business'execu- courts; 

.. loss ·p~evention/. .. 1:i ves i . 

a~set; protec~ .~ -private security' .. Legal and union 
J • Lack qf ~athy 

'~rH:h: .. 
tion. personnel. . 

.. 
.restrictions upon 

.' 'saIlctions imr osed '. 
Iby empioyer.. . 

.' 

, . 

.-b~siness ~xecu~ 
t:iv~s; _ 

-privat~. security: 
?ersonnel. 

.• Lack ·of public 
pressure. 

' .. 

. , 

" 

• Legal restric­
tions upon ' 
access to' or 
gener.ation of 
data ielevant 
to assessing\ 
probaq.iii ty of 
em~loyee commit­
ting illegal 
ac·ts. 

• Concern over. 
cost .of security 
and control 
measures. 

II/! Over-loaded'col,li"t 
systems .... 

I' 

.; w'idely :arying sen"" ,. 
te~d'if,lg patterns. _\ 

II/! Limited support for' 
"crimes.~ainst 
b~siness tr acti"vism " 
on. the p.art of the 
public or ot 'busi- , 
ness itself (excepl: 
retail' industry) du~ 
to: 
-poor image of busi ~ 
. 'ness by public; 
-lack of kpowl!=dge 
of economic and . 
social· impact •. 

~ l. • 

• Lack of know.ledge 
of what factors 

;. motivate p'eople 
to conunit . 
illegal acts. 

• Lack of model~ 
of:. success,~ul 
demotivating 
prO-grams. . 

•. Lack. of know:'" 
ledge of. what 
factors motivate 
people (em""' 

. ployees., 
customers)' to 
coJlUlli't illegal . 
acts. 

• Lack of models 
of.successfui 
demoti va ting. 
programs . 
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da't.a' whi'ch would. emp,loyers' to 'screen o,ut, high r'isk . 

t ./ . " , , . 

~/ ' 

," 

empl~yees .or pote tial employees .. ,The task of 'loss prevAntion/ 
asset protection' i 'made' more· complex "as screening beco~nes, les,~ 
efficie.nt as a, consequence o'f privacy ?lnd civil right.s concerns .:_',--,-:-",-" -:-=:----, 

Recogn.izing th,is pr 'blem does, not 'mean' that, at' ,th\{s time, we " : 
take a position op t, er~s traints', upon,.' disclosing information ',:' 

., ..I.poutpast a,rrest records, or upon the use" of truth verifica':" 
tipn ,tecpniques "and s forth. : (Some Council'member,s, hoy.rever, 
particula.rly Mr. HarrConnick, District Attorney of New 
Orleans, . pe'rsona+ly. feel" that' records ;of arrest· and, dismissal 

, for criminal acts spould be 'available to employers,. A separate 
.submission. will be forthcomi'ng on this' issue- fr9m Mr. ,Co.nnick ~ ) 
We' c;'io, howe'v:er, 'strongly bel,ieve that conviction records should' 

t.' be made',available;" al"thqngh even these . should be used with·' 
.:diseretion." , " ,'. :"""'" '" , " , ' 

. . .' ", (. ,:r " ... :. . i . .' • . . , .. • " 

D:ETERRENCE is' shared by ,bot.h <the crimi rial' justige system and 
bu.siness.~, vii_thin the ,?r,'iminal:-justice sy,stern, mariy, problems 
appeared:: (1) inadequate ava,ilab~lit~ of manpower; an. inade,-: 

: quate understanding on the part of, .lCl-W eRfo'rcement of,ficers I 
,prOsecutbrs and, judgeso,f./how. busiries~ _works., ,hoW.' various 
,types q.f "crime ag'ainstbusin!Sss can be, (aI:ld are) ca:rri.~d out~ 
how they.,can be :investigated,' under what statutes they can be 
prosecute<;1 and, mo~-e genera.lly r a lack of empathy .. wi'th ',' , . 
business executive.s and with p,r,ivate,secur,ity personnel';' (2)" 
inadequate .s"tatues; (3 f an .overlworked COUirt system; ,( 4) . seem-­
~rigly idiosYnG.rat:ic, non-r~ti01:al' and widely :yaryi~g ~entenc::-
lng ,patterns; (5) lack ·o'f publlc support for lhCrE!C}sed·. ' , 
Cl-ctivityagain:,t "economic".criminals..,.-a l'ack pf support which 
is found ·in, bU5'iness ,c.ir~les ,as well; except 'in the case of' , 

" retailers I concern wif!h, shoplifting,; This. problem, we hav~.' 
coqcluded, a~ises from th~ public's 'failure. t6 recognize 
the economic iIJlpac;t, upon itself 'of crime agains:t, bus'iness, : 
togetl).er with a negative pe-rception .of businessoand business' 

,own tolerance of the bu:rc;1~n at. least until very lately'. "" " 

''wi thiti ,the p~'ivate sector ,'two problems . surfaced . " on~. w~s 
t tbe marked: lack of. c6nfi_~.enGe, that businessplacesirr the' 

, e.rimipal justice system. ' While~r' froI'!l the 'view point 0,£ 
'"sqcial morali~y and obligationth~rE;! se!=ms' 't,o be, .l.y~tle 

, doubt .. that bUln~ss ,should repo;r:-t all detected, crltne and· 
, cQoperate in'prosecution, I!lost.business, people do not see 
,thic as cost-effective and the 'l'b6ttom 'line" is, afte'r all, 
,an important factor in determin-ig the behavior qf most ,0" 

, buSiness management. Busines's 'people count. the person--days, 
spent in' cour.t and compare, i twi th the 'san.c-t;:ions ,meted out 
and con9lude,over and over' again, 'that they pouJ-d have ' 

,achieved the 'same 9r better results .a:t'-'much 1e'ss cost s'impiy 
by termJ.nating the, indiy'iduql, and/or coming., to ~ px-ivate ," 
agreement for restitut.ion. ' 
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.At the same' time ~ . employers' ht;!.nds., are . t~~d i.n many ways ~' 
,whet?-' it comes ts> administering sanctions .themselves .. · Legal'·' 
and .collective bargaining' a.greement' restraints deter '0J;' , 

impose "procedurql del'ayson mana.gement ·from terminating' a 
suspecSte'd dishonest employee', 'and ,~any.ina.hTiduals are knowl •. 
to' have been' terminated dstensibly becaus'~ of "reorganizatio7'i' 
or some similarly innocuqus reas'on and gone on to repeat. th'e 

.offense for which the}~ .. ,"were, iI?-' reality, terminated. . The' 
:~roblem of cohttol1ing-Qri~es ag~irist business is undoubt~clly 
. made more difficult by the need. to preserv.e1.ndividual . 
· rights. .--.- ' '" 

.' ~ -... ?,' 

Reqa:r;di~g ~the third strategy, . "DEMOTIVATION" I both public a·nd 
pr~vate orgariizat:i¢ms .face ·the pr6blems of'. i.nadequate know.r~ 
~dgeo.~ what ¢l.0esITlotlvate individuals to .commi't illegal 
acts ._. - .. if indeed, mo.tivation is a meaningful concept. ' 

· Whethe;)::, i.t be juveni;i:e de·linquency t vandalism .or shoplifting I' 
or adult ',pilfering orernbe,z~lement. or :frimd, :'.the pro"blem is' .1 

that the.re is no agreed-upol). .set, of mot.ives which ca.n be~\" 
,reduced or eliminat,ed by ,an .agr:,eed-upo.n process ...... Even ato• a 
pragmati~' level, there seem to be. few models which Can be .. 
a~apte.¢i to.' l·oc:~l·:;"circum}J'tan-c;(iirs-;--,~. -, ~ ~. 

S6., ~he total p.rqblemof, non~vialent . crime aga:in~t' busines's 
is" seen by us' as multi-dimen'sional.~o One stra,t~gy.6r 
agerrt is likely to achi,:e've much', even' wpen. attemp~ing to " 

Gorl'B.l;;;,oi . one sing.1e type' of ·crime. F\lrtJ::1ermo're, the d·iITlen-:­
sions~~e interrelated to some degre'e. . For .example ,'the 

· willingne~s pf bu~in~s~ t6 report arime~ an~to.a~sist 
in pr6secutlng~bf~ehde~i is 'in 'large part a .functibnof· 
the percetve'd ef'f~·c.tiveness of the,crAminal justice system, 
in deallng wi'tllecono:niC: crimes,' and ,the actual effective­
he;ss 'of the system "'(ill depend hl.pait~ upon-increased 
public awareness .of. thesocia.l cost of such crimes .. 

• .', ",,,' .. ' .' •• ;' : . • . .~;".;:'1 .• ~,\. .• '. 
.' 

We::l'arrive.Q. at ou,r recomm'andations throl.lgh a somewhat· com­
. plex proceGs described briefiy. b~low a"1!-d rn,o're fully in . 
· Appendix 2. ;The analysis 'of' the"total' pr,oblem,,, 'that has" 
just peen discus~ed, was arI;ived at.. fairl:~t;·,.early in that 
proces s and guided much of, our thinking as w~ moved to\\l!3-rd 
final proposals. We were also, of course, guided by the 
re~uirements of the grant, that stipula~edthat th~ 
pianners ,should make recommendations, concerning .. five '," 
categor.ies of~ctivi ty, namely': demonstratioz:! , research,'" 
a: national statistical d'a'ta base, conirnuni.cati.on·,and .' . 
"maintain:Lngmo!itentum" by some process .ofi.1insti t;litipn~li:z-. 
iz:.g· 'the' oth.er .re:comm~nded. aIiti-crimestrategi~s . . ...• 
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,As it turned out, this structure was ~ an excellent one within 
which to draft recomInendationsfor dealing with the problem~$ 
as' we came to understand them~ Certainly, the p'overty of , 
information, statistical <;lnd ot'herwise p .and the poor distribu­
tiori and un'derstanding of such information as was availab'J:e, 
became very ~ eyident as' did .... the importance o~" remedyi1ng the 
'si t:uationi ,a national data"" base, continuing research and? 
mechanism for, coordiIlating and distrib:uting in~ormation were 
all seen, as highly' relevant to the control of crimes against 
business. ' And, as will be described, enough substantive " 
idea;s for immediate action emerged ~:o justify the recommenda­
tion' of demons,tration projects f to ,~valuate and develop these 
ideas iri P!ogramatic form . 

" 

The accompany;j..ng,figure (Figure, 2), displays the major steps 
in 'the plann.ing pi-ocess, At the outset, an Advisory Council 
was established under the chairmanship of Mr. Joseph Rosett'i, 

'Vice President for Security,ofIB~ corporitibn. Other " 
members'are .listed in Appendix 3. This body was'created to 
give the project staff the on-go~ng advice of r~presentatives' 
of the business, private security and.criminal justice commu­
nities and of ,private citizens, who, after all, bear the fina'l 

'brunt of .crime of-·anykind. Further input came from', a series 
of in-depth interviews with individuals whp~ere widely 
recognized'as leaders'j.,n, the fields of private se~urity and 
criminal justice, includIng' judges, prosecutors and,law 
eriforc,ement - officers. Som~ 35 such persons were generous 
enough to gi v.e anything from tW0 to' eight ,hours of their "time 
answering detailed questions abou.t' their work, 'm,oc;1us operan~i 
of Offenders, their own favored solutions to, the problems of 
crim'es against business, their estimates of losses' due to 
these .crimes ,and other germane topics. Appendix 4 lis,ts these 
contributors and' summarizes the findiri9s.' 

Simultaneously we conducted a lite'rature searchJ' seeking to 
establish lithe state of the art".' particularly with respect 
to statistical "t:fata. (A report o.n this study was~submit:-ted 
to LEAA in March, 1977,,) 

C ," . 

The'data base ~stablished by these two ~ctivities enabled us­
to establish priorities and generally focus the project upon 
crimes· with 'high economic impact likely to 'be 'reduced ~ by 
cost-effective strategies, or amenable to'research, in .. . . .. 

'. 
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certa.tn industries', that were tinquestio'nably suffering from 
'their Efffects; (F,igures 3 and 4 'display 'the criteria used 
for s~lection,and th~ crimes/industries actu~lly ielected.) 

. In addition to this, we were~thenable to analyze the p~oblem 
in the ways: described earlier, whi~h in turn led to tentative 
,solutibns~ d~afted as"concept pape~s jAppen~ix 5). 

- -
Using-the problem'matri.x as a guiq.e r by working thrp,ugh each 

.. element· ,and specifyin~ a response to each, we saw the need 
to: (1) increase mana,gement I s awareness of the problem ang " 
how ~'t could be t9.-ckled; (2~ tr-ain line managers and other' 

. emplqyees in the ti~chniques. o~ loss prevention by ,application 
9~ the classiri~l systems appro~;v (3) make the~criminal, 
justice system more;- responsive t.o ",\heneeds of, bus'i'neS-S.-,'and t. 

the pl,lblic concerning all kinds of ~conomic crime; by the ' 
development of special organizations \with speciallytr'ained 
personnel, 'the, use of, innovative diversion programs,' more 
consi~t.ent sentencing and, more effecti.v'i~- sta.tu~eunder 
which ,to' prosecute; (4) ma~e tg~~_2:ublic' i tS'elf)Jfiore awa,re, of 
t~e harmfu~ impact, o~ ,?rinH~s ag~inst ,busir:essj1','~pon the~,r. o~n 
11 ves and t.he cornmun1 t1es 1n wh1chthey. Ilve t~~Y communl.catl.ng 
·the economic facts ; (5) work with young~eople' to reduce tl:1eir 
motivation to commit the acts 'of shoplifting and 'vandalism, 
by incre;asing'theii t and their ~arents, awareness of the cumu-, 
lative ,harm that such acts do and by using a. divers?-ty of . 

• ~edia to present th~ir current culture heroes in various anti­
crime roles; '(6) work within employing organizations to 
reduce the motivation to commit workplace c,rime-.,by increasing 
worker satisf~ction. 

The concept pal?~rs dealing with thes~ appr~~~s' were pre­
sented to carefull,y selected groups. oLexperts ~~om many 
parts, of the country in two "workshop panel" cdp'ferences, 
whose mission it was to build upon the concepts) and give 
them substance -- or create new concepts and develop these _c_. 
up,to the point where programs could be recommended withih , 
t~e five.areas specified by the grant. _ The list of ~ttendees 
and a . summary' of the outpu.t is' contained in Appendix 6. 
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Fi2ure 3 

.CRITERIA FOR SELECTION OF· TARGET CRIMES 

DEMONSI'I~RATION 

Econo~ic Impact of the Crime. 
on Society 

1~~t.1..lV.~ l..'i'~~' ::: . > • .. 

< . ~\. R~cognlzed '~Iigh Priority by 
. : \/Business 

\" /' r 
.' .:.H:itgh' Probability' of ,Measurable 

,."., Ach.:.i,evement 
.,' 

., 
• 

" 
• 
•• .. 

Gen~ralizability .toSmall as 
Well as Large Business and 
to Several Types of,Business 
Operation,s 

I 

-. 
I 
i 

I " 
! 

9 

RESEARCH' 

Actual or Potential Econom~c' 
Impact of Application of th~ 
Researqh Findings 

Feasibility ·of :Emergency. of . 
Valid Research Fin.dings 

R~cognized High. Priority by 
. Business': 

. GeneraltLzability . to proal! as, 
Well as Large Business and 
to Several Types of Busine~s. 
Operations 

( 
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Figure .4 

\. 

SUGGESTED DEMONSTRATION PROJ CT TARGETS 
.. (CRIME AND. INDUST¥Y) . 

'", '( ". 

Indu'stry: 
!-1f'g",· 

Crime :, Re'tail (Light,:},,>,. Hotel - Insurance' 

E~ployee P~lfering ~", ---1< r *I-~ . --', _4 __ ~_. __ ~-

... 

Comme~cial Bri~ery' 

Securit:!-es ?--freft/Fr,au<;l . 
Embe z z 1 emE?n t . .....:.."'-....... 

Bu'rglary 

.Vandalism, 

Shopliftinq/ 
. Gues.t . ~he~'t I 

InSllran'ceFraud by Arson 

o· 

Check Fratud 

Credit Card Fraud 

Fencing, 

c. 

SeeNO~E at foot of Figure. ' 

E>;cluded 

NA NA NA' 

rs9 4 5 
I 

6 NA 6 

~ 

Nuriib~rs repr'esent rank order of estimated economic impact .. 

* '. High priobability of measurable 'achievement . 

Excluded 

'3. 

NA· 
-----

NA 

NA 

** Recognized high 'prior:Lty'Cif',busine~s . o 6elect~d for special attent·ic:;m· i,n. demonstration proj ects 

NOTE:. The crimes '6f securities theft/fraud and embezzleme:nt 
,although not ranked, because of insufficient· ,informa­

, Ii t'ion ,will be impacted by several components o!=the 
program. ,\ ' 
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Recommendations 

" 

We have cotilSblida:ted ,the output from thesj3 workshop pane~s 
into discrete programs . that we "recommend should be implemented. 
In Figure 5 w'ill be seem a schematic 'outlime of·a ,recommended' 

" - 'model for the control .of crimes 'against pusiness ,which the 
spec'i~icproj ec,ts ,we are proposing are designed to test and,. 
deve'lop. 'l\. national Economic Crime Institute wou'ld serve as 
·it clearing· house for information" play 'a I).IaJor role' in the 

. 'development and use of a na,tional data base, initiate 
research and so f.orth. It ,would .disseminate informati.on 
(e. g .. F ec!:mbmic statistics, researcl,l findings) and 'programs 
'(e ~ g. " training programs' f.or business and criminal. justj,ce system 

,perso,nnel.) to a nationwid~ net~ork of organizations at state, 
county arid municipal leve'ls',1 and ~ecetve feedback ,from 'them. 

The ~cO'fiomic Crime 'Institute shouid be.a not-for-profit· . 
,~rgan,i~a~io:n with a, B<;>ard of D~.re<?to?s widelY repie~e'ntativ,e 

, of' all concer.ned partJ.e,s lC'onsJ.stJ.ngf;f representatJ. ve~ -of. . 
business, pri~ate security, all b~anches of criminal j~stice, , 

. labor, and consumer'interests. It would be concerned'with 
. both <;:=rime's 'a,gainst business and crimes by business. 

The detailed proposals for' te~ting' and developing this. model 
are leiid 'ollt;in a 'later sectioni'under Detailed Program 

. ,RecqJllm~ndations; they are !;lummarized here under the headings 
. of Dem0nstration, Research,· Nat,ional Data Base and. Communica­
tion and Institutionaliz~tion. It should'be'cons1:;.C!ntly born 
'in mind that, in fact;: they' are parts of the integrated model 
just ,?utlined' . 

• r, 

Demons,tration Projects 

1.,' The first· ~.f these' would' en~ail th~ development of a 
series' of Lbw-costeducation and training packages',. to 

,be implemented ill'three or more'municipalities, :.imed 
at ~if£erlrig audiences and with differing objectives 
qnd pon,tent. The emphas;i.s 'should be ,upon small "and 

".medium businesses, rather than large, and the packages 
shoulc( be SUch ,that, if' found to be effective'~they, 
cotlld be made generally available across the, country , 
on an .on":goihg basis'. In such a 'case,the cost~ could' 

·be b6rne by state or ,local 6riminal ,justice ,organiza­
tions or. by local .businesspeople (or their'organiza­
tions) 'or b}~ COmbinations of bot.h.Tpe recommenda­
tions foriristitutionalizin~ the effort have.much 
relevance t,o t'his. . 

' .• 1.,. 
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Development. " 
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A Model' for tl1e! Cont_rol of Economic Crime in Generaf 
and Cr,ime Against Business in Particular \ 

(Feedback) 
(Economic crime 'stqtist;ics, 
re~ear~h findings, loss 
prevention education and 

training prograxfl&; criminal 
si:atute reconullendations, 
crimin,al justice system 
structure'and process 

.... 
recommendations) 

,1" 

other Research 
Deve~opment Programs 

( 
" 

,,' 

Oriente.d"· '-+ 
nt 
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I~Lossprevent'onsyst~s' T~~in'edl;\ 
r-~--~~~~~~ Security Personnel 

" 

"Economic'Crime Educated/ 
Trained" 'Criminal', Just'ic~ 

'System Personnel 
. ~ ~ . 

-~. ' 

-~ National Network of t:--....".=-----. 
.' i cl}cUnbers, of commeFce; Ii' Reduce, 

BusinessCl~s;, Prqfessional .4 ",_-:-,.-.::..(F_e~e=d;;;;ba~c;.;.k,,-,!),-, ---~ ... '-.....a" EcplDOmlc 
Groups, Unioris, Criminal ......... ~--!+--,.- .,. Crime ' 
Just.ic~ Bo~ies, Private 'I,,·· e" ' 

Security Associations, etc. .. .. 

r---II>~ .Informedarid coope~~d.ve: ~ 
" Business Conun~ity , 

• I' 

/ ... 
Informe~ and Coopel .. aiti ~e :--

l--:--1,.....-J General P~lic I", 

~~----~.~~ I 
. '~ 1 Revi~ed Criminal stah~tues. -t ... · -' --.~ .... 
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The pr'oposE7d programs are: 
. -'~ -: - . , '. 

lID Seminar,s' for': top in~I"l:agement in ·thefollbwi'ng' 
inCius'ti3,:es: '. 

r~tail; 
hotel/motel,; 
manu~acturing'~. 

, , 

. . ', 

to e'du~ate top' e~ecuti've~ in, the res120nsibilities 
of, S~riiO,r'. management in loss prevention/asset', 

/ . p~bt~ction, and i~ the.principles ~f the"sy~t~m~.· 
· apprdach lJ

' .to the problem. It is inte:m;led th~t 
1!0t 6~ly. 'would ".consciousness be raised.,·11 but tha,t 
certain basic principles would De taught, and 

· cou~d .\be .-app~ied d·ir~ctly. b~ pa:r;tiGip, ants.. In 
addJ.:·t.l.9n ·t~· .l.nter;,rral defens.l.ye m~asures,the . 
im~\lrtc\nc'e of working· with the criminal justi'ce 
sy.s:tems\ would be st·ressed. 2/ 

\ . ~ 

" 
e' Workshops for' individuals wit;h responsibi-li·ty 

for loss prevention/asset pr9t~ct .. i6n~ . The 
s<:tme ,.industri.es shou.ld be covered as de.scrib.ed 
above. The two.,..day ,·int;:ensi ve. ,course would 

· teach the: methods of, systems .~nalysiE?and , 
, asset' protection. . With the' aid of materAal. 
left, 'wi:th participailts after the workshop ~ 
·a£tEmdeesshould be able 'to conduct a .loss 
pr:eyentiori/asset protec':t:ion, survey'; . determine 

· vulnerable, 'situations and how-to elirninat'e thein,. 
effectively'reduce shoplifting,. check fraud, . 
e~ployee' pi.lferage, vandalism, 'embezz'lement and 
corrunercia'l br,ibery.· A' spe'cial' workshop 'should be· 
held for financial executives to'deal with 

,rinancial contr~l systems. 

2·.·.1.f a selected' munic:ipality' has. an economic crime. unit, 
we pl;Oriose that-" 'as part of t~m~ proj,ect, . special­
ized. trainirig shou.ld.be provided to personI,'lel, ,coyering 
the modus operandi of ·themore sophisticated' crl.me·s,· , 

. ".', . .' ,".' '. 

2/ ..- . Asa result of a recorruneI).ded rese~rcS project,' discussed. 
. later, we hope. to be" able ,to dev~lop 'ways of'making 
:·cooperatl..on ~'worthwhile" ,either from the perspective of 

: fin~ncial r~wards 01:;'" community statu~. 

~'.:" . 
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',appropriate invest:igative 'techniq~les" statutes t.i~der" 
vlhich, prosecut,ion's can b~,st be brought, and, ,most '--~.:... 
importantly, the pri.nciple,,s of bu,siness o'peration 
,(commonly us~d terms,' procedures,. concepts 'and atti-: , 
tudes of business ,people) .'/ If no' such unit exists, we - . 

, " ' r~commend tha't one be for~ed' and training provided 'a.-s ' 
, jus,t .described.' 'This uni't should be a department'in' '". 
the prosecutor ~s' off.ice~" The formation of the unit, ' 
and/or trairti,ng should: bepos'tponed --' 'assuming that' 

"the, local ' authorities' are favora,ble----' until the' first 
r~sults of, 'the 'training' pro'grams for "btisiness:-have, 
been measured.' I We anticipate an interaction 'between 
the ecoriom~c crime .. un:lt and busine,~s "behavior, since 

'once it is' known that sU,ph a: trained and, responsive' 
gr6up~' e~is,ts, "it, seems 'likely that bt,lsiness will be 
increasingly. likely" to, seek its. services. , ' .' ' . .. \ " 

0,-. 

, 3., ,,' In tf!.~ same mun.icipalit,ieEb 'a task, f9r~e for the, 
,inves,tigation, and, prosecution' of arsqn, both o,f instir?lnce', 
fraud ~nd .va:nd~~isin! shonld be establl;ish,ed',' consis~ing ~:, 
of pol~ce and f,l.re department persopn~l and an ass~stan:t "', 
prosecutor. (Such, a grpup might be part of the proposed 
economic crime'uni t, but if so,' should\,havea large' ' . . .. ~ . \ \ . ~ 
(iegree of autonomy.)" L~,nks ',:should be e'stabLl..shed', , 

, "'petween tli.e task force, ,and' insurance ',companies' i,il the 
an~a ... , With /the aid bfsuc;hen:tities as the National' 
~Fire Prevent,ion "and 'CorLtrol' Administration,', the National' 
'F.~reAcade~y, the International Association of' Arsqn :' ' 
Investi:ga~.o~~I . .and the',American Insurance\Asso'ciati~n, 
a ,set oftraJ.n,l.n'g programs should be q,eve1.bped vary~ng, 
from. a two-:-hour overview for )lldg'es, to . lengt.~y 'and ,\\: ' 
deta~led! programs fqr full-:,t~me ar~on l.nvestl.gators_\ 
These p:rtograms,should, be madeavaiJ,.able no,t only to'-the 
task fotce a~4.--t:he judiciary' and' prosecutors,' but, also 
to ever~ pollee' o:fficer:>and· fil:'em~n in ,the jurisdiction, 
and :to, insurance investigators and adJustors ,(the nature., 
of' t.he program depending, upon 'the ,degree of specHiliza-, 

,tion and concern of .the trainees)',." ' 
, " 

4. A program provi:ding an overview of the economic and' 
social impact O:f economic,c'rime, cu~ren,t' sentencing 

; ',' patterns ~ and ~he like s,hould be desigped for 'state and 
'federal .j udges., The goal WOuld bE.~, to educate the ~ 
judiciary a's" tq th~ serioUsness' of ,stich 'crime and the 

, inadequacy of many sentences. 

The' p,recediI}g projects a.re designed' to reduce' the"''iniJ;~act of 
c.t;'ime by improving. internal {iefensive 'm~~asures and the . 
effectiveness' ,of public deterrents.", ,Tl?e.~ ,fourtl1' and fifth : : 
projrect~ we ~ecommend would be ;iIi the area of "demotivation'I.' 

> ' 
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15. :Knowing that'much criminal, or at ~east devian1~" , 
behavior is learned at, an 'early age, it seems appro-' 
priate to' propose all, attack 'upon, shoplifting, and: '. 
val1dalism by juveniles who. are bEHi~veo to 'conunit .a 
m~jor part'. qiF these offenses .. This should tak{~: the 
fOllowing torms: ' , 

.. ,The'd~velopment of, local programs directed 
toward,the family" which would stress'the 
~oc~al and econo~ic consequences on the , 
neighborhood of shoplifting and,vandalism, 
the pos,sible consequences to' tbe 'children qf 
"the parent' aud:L:ence, if these children ,wer~ , , 
app:t;"eheI).d~d, ,for ~ puch ,crimes, the poss.ibil~":' , 

,ties of a drift ,to even greater in~olvement 
< 'in, all kiriJ,s ,of crime, and the' moral and legal 

responsibilities 'of, patents to work ~ith thE?ir 
children to prevent their,participati<?n in' 
such offenses~" The' piogr~mswould be offered 
through loca.+:- organizations" Chambers 0;1:" 

',Commerce, chu?:-che,s," seh{els,' par.ent/teacher . 
. ' 'associations ~ 'ThE?Y wou~q" weenvis,ion, be a 
mix~of film (or,£ilmstrip) and'persQnal pre~ 

.','sentatiop bY'.influential localciti'zens.' ' 

e, 

... 

".', 

'. 

Tl:le :development of rna's's media prog'rams of ,a' 

sim~lar, kind I ,but, using' national, ' rat'her ,than' 
local figures,' for u'se' by l.oca,l television ' 
statio,ns an4-.--whichcould also be' i,ntegrated 
into the,' local group' programs. ' 

The\'development'of' programs a~4ed' at juve,z:~les, 
(11-1'6), to be used as,part of school soeJ.al 
studIes cOurses,' which should include: r91e- .' 
playing by juve~:i-les; the use 6f juveniles.,who 
are"in .school-work programs, to "sell," the 'busi-
n.ess side ,-of the problem; the use 'of:'local " 
busin~ssmen . to do ,the Sanle'; 'film (s) featuring' 
c'ulture-heroes' and' role models, appropriate, ,to .. 
the"sex and age' groups,-'whichwouid de-glamorize 
shoplifting aDd vcffida1:ism; ~a def?cription'of'the 
releV'ant parts of the c,rimi,nal justice system, 
and. the . ,consequences ,o'f being apprehended., 
given', for example, by~_commtmi:tY q.ff,airs 

,'officer from the local police; field, trips "to 
. p~iso~s ... ". " ' " 

'rhe,enro'llment of local business to suppor~ the' 
'~boVe. programs. 
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. While it would be perfect,ly feasible to implement 
these, programs in, tn,e' same communities in which. the 
preceding' defensive and' deterrent programs were ,". 
being implemented, we '. recommend :t:-ha't "they be, carried 
out elsewhere, "so that the{r impact can be measured' 
in~ependently~' .. ' 

'Again ,', \"e suggest, that at least three municipa'Ii ties 
be selected "for'the demonstrations, differ'e'ing, in 
size, ~elevant Crime rate and socio-economicpharaq-' 
-teristics. It would s'eem desirable that . the selected 
areasshorild,haVe ~ hi~h' rate bf shoplifting and van­
dalism attributab+'.¢, to ~juv'en:iles, and that there shoulq 

.. be/' variations b;etweenth~ i~r,eas ~espec,ttng ~he _sever,i ty 
' ... ' wi th which perpet~ators of th~se offenses are deal t ~ 

'6.::"'" ',on :t~e' hy·pot~e~~s-~supI?or~7d 'by' ~orn~: res.ea~ctd;~~ 
that some workplace crlme.~smot1.V:?lted ,by empldyee 
dissa,tisfactiqn'with thal'job and/or working ,natmosphere,u 

,7 • 

O~ is motivated by o.bserying' undesirable role models . ' 
among management, we r~conimend that' demonstra'tion PJ;oj:-:: 
ects should be established 'ih several' employer org,a:n:iza:':;, " 

, tions. , H9wever, I since' we. expec.t to: be, engaged: iiI' ,~" '. ' 
,rese'~rch in t,hls I area, . in a' <?ol'laboratj,ve e!--~ort with' 
the, University o'f Minnesota,under a grant from the. 

'Nationa,l,Institute' of' ·LaW Epforeement and 'C,riminal ' 
Just:~(!e I 'we further :'recomrriend :that: ,sllqh ,dempnstrat.'ion 
should ·await., the' f'indings, of the ,re~earch." " 

Cin'c'e there·. i$ a,dequate. eV,i,dence' that, some' Or ~a:l:-l, of, the 
education and training programs (described in Nos. 1-6, 
above.) work to reduce crime, we' reconunend that t.hey~ 
should be tur~ed in,to' st:andard curricula,!3:nd packaged, 
for'distribut,ion to local, organizations ac:ro'ss,-the' 
country, possibly via,the proposed,Illstitut¢ ~nd,the' 
'local. network' of concerned o.rg~nizations. ,A' furthe:r: ' 
development at this point could.pe :tb turl') the seminar 
and workshop. coursesinto'ltDw-cost'self-:-i.nstruction 
.'ikits" ,of the programmed ,l,earning type, \vhich could be" 
distributed thro-q,gh the ma~l.' ' . 

, u 

----
T. W. Magioni and R. P. 'Quinn f' "Job satisf'action". ' , 

'Counter""Prodtictive Behavior'and Drug Us.e at· wor}t,'" 
.' Journal.,of·Applie.,dPsychology" {t975), p.' 60.' 
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Research Projects 

'I. Ther.e is an obvious need to know the cost, of crime 
against, bu~iness to our, saci,~ty' -as" a ,whcile'.,This is, 
no't the same as the cost to business i for example, 
'pilfered I goods can, from an econ'omi'st ',s, viewpoint, 
be, seen-.. as'--a, '·f£~-n-ge-bene-f..i-t-" ~an<\ s Y $ tema ~ica 1.1 Y, ,'st91 ~n 
goods - commercl.ally' ft=nced - do ~nd tip l.Th, the" market­
place an'd 'sOld, :sometimes ,a,t discQunt prices. An ' ' 
8conomet:ricstlldy isrecommended,therefore,' ~hich , ' 
tracks, thr0ugh 'busin~ss ,losses ,due, ,to" iLJj,egal acts 

" .:;tnd measures ,theirff!la'~ ef'fects, via ta* ,deductions, 
,l.nsurance' pay-outs, 'l.n<;:rea~ed costs, to, consumers 1 

'reducede'arnings of employees:t etc. ',. balanced aga'inst 
the \I fr,inge benefits 1\ of employee theft, the "'increased 

, income' in ,:ioods, oJ; money froni shoplifting', the reduc­
t.:L.on in pr~ce of, some fenced goods,l etc. " SllI;h' CJ., study' 
'is' :dependent upon the developmerii:: oia national "data .' 

'~' ' base, ,fOr: the cost 'oJ criI!)e to business (discussed' 
';', l'ater) and:shou~d be'seen as-an e~ientual outcome of it. 

To begin with, we propose that exploratory and small ' 
sca'l~ studies shOUld be made'to develop 'a, methodolog,y 
for the fuil econometric study.' ' 

2. Computers and crime constitute ah area where little ,is 
known' as to, method ,or magnitude of crime ~ We recommend: 

$, Th'e development of i:;rototypical models, QfV/ays' in. 
,which computers can. be' used to, as~dst in theper~ 
pet.ration of crime.. This would be accomplished ,by 

, crea,ting, a team of computer ,specialists 'and let·ting 
, ' ,them s.fIh~rat-e ways of be'ating v?lrious systems' and' 

then designing,coun~~r-:-moveS' to ¢iefend the systerris~ 

•• G,iven' the models, 'a sample o,f businesses should, b~ . 
investig~ted to estimate the magnitude of', computer 
?ssisted cri~e;athis should be ~ntegrat~d wit~ t~e' 

""" 
'development 'of ,the national qat~ base~, 

3. j.:s a 'complement to thederriOnstratio~"project' on~ in,sura~c~., 
fraud by arsoll,'we recommend'that,thefeasib~lity of an 

, ".e?y-cat-i6nal network if should be\explored, intEinde'dto 
, provide i~struction to, e'lements of the criminal justice 
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sy~tem,financial insti·tutions ifnd insurance companies, 
i:ry.'which characteristics of. a ~usiness;?erve to predict 
the likelihood' of in,tent ,to commit:fraud"by arson and' 
so increa,se' the likelihood of . succes~ful~nvest:.igation. ", 

, • ',' •• ' • .' ',,< ,'0 . . .-

4. There should be a systematic 'study ofcrimin~l_ 'statutes, · 
sentencing guideiipe.s and criminal justic:,e. s:Y~tem .. ~ ...', 
rrocess~s ;l;n o~der tq make empirically-b.a:'sed recommenda­
tions in these areas;- TJ:).e recommend.atio'ns .would be' based 
upon evidence otha-!:: c~rtain, ~tatute,.s; . -sentencirig,poli'" ' 
cies -and pyst~m processes were ,more effectIve <than· ' , 
.others ih' impfi:cting crime', rates and/o.r red1,lcin'g. cos't·s 
and' delays which'both add'to ·the taxpayer's,burden and 
deter busines,s from cooperating' with Jche system. ' , , . '. ' 

5. ' . In the same vein ,we recoinmend' a' stfidy 6:t; the i'ssue , 

{i ,. 

of'separating courbs '.for,certain types o'f economic, crime 1 

taking 'the Chicaqo, Iilinois shoplifting court as one 
model' for examination. Comparisons \'lould be made with " 
other J u.r:isdictions having~ si,rnil.ar character:i:'stics, to ' 
assess the impact of such a court .. In bdth ,Nos. : 4 and' 5, 
a survey of relevant m~rnbers 9f .the criminal justice' . 
system would be made to solicit opinions and exper.:j,ence~' 

, Such ,organizations as the 'N<;ttional',District' Attorrt€)ys , ' 
Associatio,I). r the' National Assocation of Attorneys Ge'ne;al', 
state par assocations and as.;sociations of'stc?t:e legis':' 
Viti ve le.,ader's should be worked' wi ttl- .;in carrYing-~-tl-t~ 
tl:lese, two projects'.; -, .. ~--

. ., , 

It is "recbn:unended that the 'effects ~ ofd:.;iff~ririg manage­
me.nt; pQlicie's and practices on workplac~ crime 'should 

'be studied, so' as to be able to recG>lnmerid r~'levant 
,:'models." Sincewe'expect to Pie workin'g with,.the 

, University of 'Minnesota ,in a closely related study - (as 
'ref!',:!rr~d 'fo; under No. 5 of the Demonstration PrQjects), 
this proposal' :is likely to. be' implemented in the near, . 
future.' ' " 

.' 4J -
-7. AS' pointed out ,~arli~r; we have learn~a~'that busIness 

people tend not to.cooperate 'with,th~ cri~inai justice: 
.;, system, and vi.ceversa. 'r'nsofaz;- .. as' this, defeats the 

ends, of: justice "of ,and i:mcp.urages the 'growth ,of' a ,'''second 
,criminal justice slstem~' -' we ,reconuitend',th~t: a: study -of--' , 

., "the barr.iers to s'6,:?h c09pera,t.ion' shOuld be 7arr~ed put., , 
, Many of these barrl;:E?rsa,re, we' suspect, subJect~ve, ,a,nd ' 
to d.et·e:r:mine them, we propose a two",:,phase attitude 
survey - a ,small 'numbe,r ,of, in-depth int~views,. ~,9llowed , 
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by_a large sample, structured, telephone survey of 
b'qsiness. execut;i. ves, prosec,utdrs, and senior law 
'enforcement officers.- (The ca'lls would be preceded 
by a letter reque~ting their cooperation in the st~ay.) 

.The outbut of suCh a;survey should be ~~e~as input to 
later versions of the sen~br. executive seminar Sf t-r-a4-n..::... '.', 
ing CQurs-es ~or economic crime unit personnel, speciai ------:----..----''---­
prient=.ation ¢our'ses for' prosecutor,s and law enforcement' 
of;ficer$,.'. and for a· diversity of .commlinications to' . 
business and the public through the network of concerned 
local organiz'atiofls that: it ~ prop,e>sed should be cre- ' 
ated. It is exp~bted, too, that this research will l~~d 

:to recommendations for ways in which business "can be­
rewarded 'for coop~ration with the .crimina-l, justice 

·'·system. ,.' 

. "'- ' . 
The, need to learn mote about commercial fenclng 
(receiving ~oods known to be stolen ot p~rchased at 
~ess than fair market price) in order,to p~osecute 
offenders more effActlvely is widely recognized, as 
is the economic significance of this activity. ,The 
following research tasks are recorrunended: 

• Examine the process of ,manufacturing or distri-

0 

• 

,. 

buting (including point-of-sale) and' ident'ify' 'the 
capability and potential cost impacto.f est;ablishing 
un;i.t identification,.1 to provide evidence of owner­
ship, distribution~nd poss~ssion:of stolen go6ds. 

l' , ~ 

Identify cost-effective techniques for non-destruct-
ible unit i~enti fication on manufactured I?roducts.· 

,Examine the capabili'ty 'and practicability of the 
National Crime Information Center s·erving· as a 
repository ~or identified losses of property 
{serialized and non-serialized) ~ " 

Examine the legality' of government agencies and/or. 
business organiza,tions conducting random sampling 
of merchandise at. point-of-sale and determining 

. the distribution chain, back to the manufacturer', 
of the sampled ,goods. 

Determine the feasibility of ,using the, pusine~'s 
intelligence process (~.s..., information on prices 

I . 
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cha:J;ged'by competitors in a coinrnunity) to obtain 
data that co~ld indicate the exJ".s.:t-e,nce of criminal 
receiving' practiGes, and the feasibility of system­
atically passirig'the information 9n'to the law 
enforcement community. 

'-, ~~--~------~----~----~--~, 
'. 'Conduct legal research to determine th.e "impact 

of, ch3.nging the "guil,tyknowledge" presumption to 
a rebuttable presumption ~n'reference to the crime 
of criminal receivtng. 

6 Examine commercial codesthrougho~t the, United 
states:to determine bill 'of sale requirements, 
'in order, that performance requirements could be 
prepared for a m()d~l bill of sale, wh~6h would 
identify, buyer I selle'x:, date 'and amount (for all 
goods over'$lOO). 

• Examine Eltate laws 'to ~etermi,ne what is needed, to 
institute a civil suit,for ,th~ suspension of busi-, 
ness privileges for corporations convicted of 
re:oeiving stolen goods. 

\. 
CII, Investigate the implications of insurance com-

'panies providing theft coverage to business onl'y 
for property which, has identifyirr9' cha:t;acter'istics 
which can contribute to the recovery of '~stolen' ' 
property", 

, ft' 
) 

Investigate a ,requirement for insurance carriers 
'to ,create' an assigned risk pool for business theft 
which guarantees coverage provided 'the loss is 
reported to law enforcement,agenci'es, thus motivat-

"\ 

ing b~siness' to 'report 'losses. ' 
. ' 

It is expected that th~se researches ,into fencing will"provid'e 
a basis for the subsequent design of demonstration 'projects. 

Nation~l Data Base 

The American Management Associati'ons haVe submitted' 'a concept 
paper to the Nationa~ Criminal Justice Information and 
Statistics Service (NCJISS) which recommends the development 
of the .pres'ent Commercial V,ictimization studies, as a m~ans, 
of es£ablishing the cost to business of at least certa1~ 
"visible'll crimes, compl.emented by'self-reporting from 

\, 
I 
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samples, of the public (11 years and older). It is our' under­
standing that this approach is seen by the NCJlSS,as worthy 
of consideration and we ::ecommend that i.t be pursued. Cer­
tain of our advisors have cautioned that it may be premature 
to b7gin working-=---wi_tLthe-pr.eE{ent s,ur vey even in 'a develop .... 
mental mode, because we do not'knowsufficient about the 
willingness or ability of business ,to cooperate. Nardo we 
know the' costs 'of installing' sophisticated data capturing 
systems'(ormodifying 'existing systems) in order to 'generate 
valid ,data. with this caution in'mind"we still consider it 
appropriate to 'recommend the use of ,the 'victimization sample 
as a basis for· a carefully thought outdevelopment'program. 
The concept pape~ is presented, as part of this document 
un'der Detailed, Recommendations,. . 

, , 

We,also'recommend, studying the possibility, of using data 
. collected by the Bureau of Lahor Statistics on labor turn­
over to obta~n info'rmation on the frequency of dismissals 
due ,to' emplo~e theft. We are currently engaged in some 
preliminary inquirie~ in this r~spect. 

,.-
C~)Inmunication and Insti tutionaliza:tion 
(Mainta-;i.ning'Momentum) 

We have combined these two categories because we 'believe 
,that communication between the business and crimiI1al justice 
communi t:ies ,', and between' both cOmlnuni ties and the general' 
public, ,c<;l.nnot be achieved wi.thout the institutionalizing of 
the effo~t. Institution~lizing'is, in part, the means whereby 
information can be gathered and distributed to its ,appropriate, 
audiences. The information we see being so, distributed is' . 
(1) economic ~ the, costs to business', and to society of, crime 
against business -,and other economic crime derived from the 
national dCLta base and the proposed econometric study; and 
(2) methodologica],. - how to reduce'suqh crime by defensive,", .. 
deterrent and "deirlOtivating" strategies applied by the private 
and public secto'rs - der:iyed f;r:om the proposed demonstration 
and research stUdies and from 'all other available sources. 
We ~ould includ~ training p~ckages and ihformation about 'such 
packages #' research findings, and, recommenc.atibns for changes 
in' criminal statutes, and the ,str~ctures and processes of 
the criminal justice system, as tYPLcal of the "methodologic'al" 
~riformation to be gather~d and disseminated • 

. , 
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To this-end, we recommertdthat anEco Institute 
(a no,t-fqr-profit organizat' e established, funded' in 
the ~. e sources but with Federal Government 
5uppqrt by means of research grants' and di.ssemination, "con­
tracts". The 'policy-making body for '~tb.is orgi3,nization would 
be a ,broadly based Board o~ Direc~ors,representing every , 
constituency that is {n, any ,way involved, in or impacted by 
economi,c crime (non-violent 'crime by' or against business). 
Hence, it ,wo'uld include senior business executives, law 
'enforcemerit officers, Judges~ prosecutors,'deferige'attor~, 
neys, r-epresentati,ves:ofthe, privatesecuri1;.y community', 
unions and ccmsiimer interes't groups. (We concluded that, 
the Institute should be more thana "crimeq against busi­
ness" institute for three 'reasons. one4fs that the image 
of business among the public is so poor-that ,there is' 
little likelihood of the needed public stippprt for'the 
Insti-tute" s efforts if it was seen as only concerned' with 

'crimes by' working peopleagains.t busin~ Another' is 
, " 'that much c'rime by II illegitimate" business ;Ls, in fact, " 
_.L"~ca:ime-agaih~DUSTrre"s-Si, an"d a third is that tn the public 

'/' eyes a mns'sive embezzlement: by a chief executive officer 
,r is often seeh as 'a 'crime siness e.ven though it is in 

reali ty a crime again.st- ~lCSS; )' , ' 

~ ./ 

Essential' to the succ,':-, ..)fthe effort is the ,establishment, 
in'parallel with the ,es ... ~biishment. 6f the Tnstitute, of a 
communication network t1aat loose'ly links tHe Institute, with 

'loca'l (state~ couney and municipal) organizations that are 
conce;rn~d with the problems of Grimes against and, by, " 
business. ,We do not recommepd establishing new entities, 
but we do ,recommend t.hat th,e' e~; sting infrastructures' of , 
oiganizations represert~in~ bu~ipess, labor, criminal jus­
tice and consumer intere~ts at non-Federal 'levels should 
be drawntogeth~r for the pissemination'qf, ideas and the 
local impleme,ntation of progra.{tls. ' 

" 

i/ Consume:r:ism at. the Crossroads, Sentry, Insurance 
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'Evaluation 

Each of th,e recqmmenaed' projects should be evaluated and/o,r 
monitored. ; Particularly important is the evaluation 'of the 
demonstration projects, so'that we can becopfident of the 

, efficacy of the--ptpposed programs. The ',Project Evaluator, . 
. p,rofessor Ezra KrendelL of the Wharton, School of the University 
of, Pennsylvania, will subf!lit detailed' recommendations for' ' 
eya'luation of the recommend,ed projects in a separate. report.' 
The following' text:ou,tline's" the gener-aJ, approach we expect 
to take for th~ qemonstratioripr'ojects~' 

~ . ...., , .. ' . ~ . . . 

Evaluation of Demons.tratfon.projects~,' A--fundamental eva,lua­
t.1,onproblem lies' in the' d±f'ficulty ,ot' collecting. data 'on 
the losses, which the! pro'grams are 'suppos"ed to, reduce; 
,Firstly,. it' '1S noto'rious that cr1mes ag'a,inst, busit1ess are, 

"mostly'not reported to the police even when known ann. that 
in many cases ,they a:re .not recognized ,as having occurred 
even wi thin the business. ,Public records wi II, 'therefore 
be 'of little assistance. ,Furthermore" the pro'grams-them..,. 
selves might distort. t'hem, because ofthe.l.r insis'tence upon 
,greater coopera'tio~ between business .~nd the criminal, j,ustice 
sy'stem, so "possibly, l~ading to greater reporting even though 
the ~~vel of crime was'actually declining.' , 

P. "before and after" design using businesses own rE;c:;:ords 
would ,have' to' rely 'upo'n very poor records in most cases. _ 
This would be parti'cularly true'of pre-program records, but 
we cq.nrtotexpect it to be .that,much better'~ven when busi­
nesse~'are activel~ p~rticipatin9' in. pr?grams: For.e~<:,-mple, 
break~ng down reta~l ~nventory lbsses'between' shopl~ft~ng, 
emp10yee theft" 'legitimate' breakage and ,'spoilage, etc., and 
bookkeeping errors is almost impossible',- except as rough 

. estima~es, given normal record keeping systems. ' 

,We ,'shall have to rely 'upon gross estimates ,of'invEmtory loss, 
,monetary, "fihortages" and, managers· Perceptions pf change due 
,to their participation in the prograIJl for before/after data, , 
and- attempt to use si~ilar; data from non-participants, in an 

.areawhere the programs 'are; being i'nst:itut'eQ.,: as a "col1.trol it. 
Att:itudes and percepticms 9f local traqe associations, com­
munity leaders,' police.' and prosecutors will, a1,so be. sought, 
conc~rning apparent changes in crime rate, and degree of 

'.' cooperation betwe~n business and the local criminal justice 
system. 

" 
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The Role of the Ame:rican f>~cimagement .Associations 

The American Manag~m~nt' Associations c.ontinue. to h~ve ,a" 
strong in't~.l;'est in. the control' of crime. against and by 
bl,lsiness~ iWe w~sh to. be associated with the implementation 
qf the recommended p'rojects and see our role as tallow,s: . 

' . Coordinati-ng th~ totaL effort, withre?ponsibility 
. forhiring staff; and ~~b-contr~ct9rs and ~ioviding 
t~fhnicalassitance toi,ndi~idual prog~ams.", ' 

... Designing. the .. proposed Economic Crime Institute, and 
coOrdinatin.g· the ~ffortstoestab1ish.· it anslthe : 
nationa.l· communications network. : 

. . 
• Obtaining Gooperation ,.of busine,ssin the .'programs 

(with the aid· of theCharnber of Commerce 'of the' 
United States', the National' Retail Merchants 
A·ssociation and similar .bodi~s) . 

III pia~ing a inaj6; part in the dissemihatjon of 
in f?rma tion and training programs.;': . '. 

. <".\ 
Having perceived the solut.ioris' to .the probl$ms of economic 
cr, ime as lY,.i~19" in large measure t in the~ d, ori,lain of ,manage­
ment techniq\-les I i t'seems ap'propri.ate th~t -eLhe . .l\rnex;-ican 
Management A!?sociationsj with thei'r unique a':pili ties and 

"reptitat.iori i~.th~ ,f,ield of educ?ltion and tra~Iiing ~n these,' 
.techniques 1 s.pould take a leading. ro;Le :in ~the implementation 

. of . the recommended s·oltition·s. . \ (7 
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DETAILED PRO~RAM RECOMMENDATIONS 
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'DETAIJ;,ED PROGRAM l¢COMMENQATIONS 
(. c 

'. , 

The following ·:pages 'contain d~s.criptions, 'in some qetail, , 
of' the' programs.that were outlined, .inthe 'preceding:overvie,w 
section .. 'T,hey £o:p.owthe same' se'quEmG~ ": namely Demonstra­
tion programs .... ..:..de.:eensive·, dete,rrent ,and· "demoti-vatirig" ..... -
Res.earch Proj'es!=-~,. t!J.e ,National Da:ta Base and Communications 
and' Institutionalization pro.gramSc..' .,.. ' 

,The order-' is not t,o"be, interpreted as implying' priori ties I 
since ,we believe that the muiti-i-aceted approa~n to the 
problem ,that w.e, have' adopte'd r~quires almost-equal emphasi's' 
upon ailtne,' recommended I?rograms. . , 
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, T~he .. ~e<?oJllilleI)ded, d,~monstration 'PFojects fal'l into the 
. fo· .. "- wlng- categorl.es; ,~ . . , . ~.' -. "~ ... . . . 

• ~raining programs for,cofnmercial manag~ment, to 
1ncre'ase their', knowledge of, them.agnitude and. 
'nature ?f crimes' against bUlS,ines's and inst:i::uct·, 
them in. the "·syst~ms"· appro?1ch to lass prevention!.' 
asset 'protecti.on." . 

tI) .' Estaplishing e'cono~ic: crime units i tra.iniri:gprpg~ams 
for ihVe%tig~tive cindprosecut6rial'st~ff in all ' 
rel~vant,a:spects ofecbnomic crime (o+, staff.of 

. already existing Units in more advruiced aspects of 
investigation and ,prosecution 0.£ 'economic' cJ;:'ime) .' 

',. Establishi.~g a'rso~ task fo~ces;, training, prog~ams 
fo'r the judiciary,. police' ;;nd fire personnel in 
the elements'of, fraud: by.' arson and in-depth 

. '. 

't:r;a~ning: of a;r-son' l?pecialis.ts. " .' 

Education of the judiciary in the element.s !?f' 
economic cr,lme. ' ' '. 

"Demotiyat,ing" (atti:tude-ch.ar;tging) programs for 
juveniles; to reduce shoplifting and vandalism.i/ 

The ,format is, generally I ',to stateth~ obje'ctives "of the 
demonstration; explain 'arty concepts or terms that may' be ' 
ambiguo,usor uhfamiliarto th~ r.eader; th~n outiine the ' 

. topics i'n any .education or' training progrAm that j.s involved;. 
turn to site select:;i.bn andpi.ogram organ iz'ation.,' , 

5/: 

.. .". 

Demohstration of the'!qemotivating,'i, ~'f employees 
respe'cting internal thef'tshould be deferred until. the 
ltMA/univers,ity of Minnesota rese~rch is cqmpleted. 

" ~, 
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Defensive St~~tegies 

,Recommendation No., I: Trairiing programs 'for Comme.rcial 
~anage,meri.!=-, 

Objectives 

To demonstrate that business people ~~ho are, responsible 'for 
loss prevention and the saJegua~ding of assets at (a) "a c'hJef 
exec'utive '! and (b) "hands-on n levels, can proceed to r.educe losses' 
immedj(ately .and in a cost~benef:j,:cialmannerif given a short' ' 
'courie of in'str1.1ction· in the syste~s approach 'to loss' preven­
tion/asset protecti6ri. . . ' 

,Many basic techniques of. management can be ai?plied'~t'16w 
cost with significant 'reduction ,in losses due to external and 

. :i:-nternal criminal acts, but business peopie are; i.n general,' 
unaware of the app-licat:ion' of these' principles to, iXlternal ' 
securi:ty and tend to think in ter.ms of guards:and·"har'"dware." 
These ,do, have their 'place·, .but only when integrated into a 
total system.' . The application'of well"-known principles of 
goo¢l management .can :save business' enormous" sums of money apd 
"it is' these principles, 'particularly ·the systems .approach to 

, ailaly~ing'the, pro})lem, and co-rr~tirig the' flaws in the OJ;ganiza­
tion's current system (or "non-system: as it often -is) thc;tt,we 

, believe must betaug-hL .', '_ ' 
. . ...:.---

, .; 

\ ' 
\ " 

The Nature ofthe."Sxstems Approach" " 

It ,is'good,manageJ'!lent theory and practice ,tp 'recognize that 
an organization 'is 'fl. ".~ystem,·" i·.e., that .there is (I) input 
an~ output} that inpt;lt· atone $.tage,is processed tq.beqoine, 
outputo~t: another stage', 'which, 'in "turn,::J' may become input to 
another. stage ,and that the processing in some stages is , 
regulat.~fi by' output from thesarqe or other stages ~(uf.eedb~ckl!) 
and ("2) that pro,cess'es '.take place in and by means of a struc­
ture, Which is made up no;tonly of physical entities (p.lant~ . 
'equ,i.pmemt r ' etc.) . but· also' such non-phys.i:cal enti,ties" as rules 
and'regul~tions and "standard ope~ating ~~ocedqres." -

'. .,.. . 

',I'he It-s-Ystems approac.h" means : . ,(a) an,aly.zing the existing 
system or' systems :(each S!y~tem if? made,up ~9f ·o.thersystems ' 
[or sub-system:tl) to ,measure itse·fficiency' and revea,l its' 
strengths and 'wea-knesse~: '(b) mqdifying ex:i:sting systems' 

. " . 
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and/or introducing' new ones, as a result of the. analysis, 
,to obta:tn improved efficiency; (c) mor\itoring the systems 
t·o . see that they continue to- func~tion ,etficieiltly.. " 

. . . \ 
F~r ·the present purpose~ we are concer~ed wi l::~ those sub­
system!? or parts thereof which incorporat\~ or process 
assets and those which are intended' to protect those assets. 
This m~~ns: (1) the physical'~structures"; (2) the flow of 
m<:lterial, money and information as these·are stored and . . 
processed at each stage of the total business system; and . 
(3) the .security and control"system(s) (which should be .. 
integrated within the total system and include physica , 
fiscal and personnel security sub-systems). Efficj;.e~y is 
measured by' the ·.risk of. lossa,t each<stag~ of j;Pe"total :' . 

. system, related to .the costs of the secur1t ~sY$teln (s) .' 

'T,he systeme3.nalysiswhich must .' e. the design and 
implementation. of n~y.st-enrSl116t only security'and control 

. systemsJ.s.u.t---pcrSSibiy p:r;ocepsing' systems. as. well, ip order to 
redu-~v{11nerabilitie's) is carried out ·by a number 9£ data 

'--~11Ei9ti9n steps, using records and' special surveys. These 
. ident.!j.(y vulnerabilities in the total system and,.enable the 

analyst to select c'bst-effective proc'edures' to. reduce the . 
x:isk.f at tp'e vulnerable points •. 

Nece~~arily, anyone designing new or improved systems to 
reduce risks of loss haa to he able t.O interpret the data 
from the analysis and know sufficient a~6ut.feasiple ways 
of r'educing risks to be able to select from practicable 
options .. In instructing business.management in loss pre-

"J'" vention./as.set protection, we would make sure that·' sepior 
managemerit under~tood these issues at the 'level of princi-.· 
'pIes and. 'that t.hose with hands-on responsibility \.mderstood 
them at a highly practical ·level. 

,./ : 

Topical Outline of Proposed Educati,on and~ Training pr.ogr·ams 
l., .. '" 

The :following are "top.lca 1 outlines" for the proposed one"-
day' 'seminar' .and ~two..,day· workshop programs, c;lirected re~pec­
tively ,at· senior managemen,t and at persons with direct '''hands 
on" ~esponsibility for ,loss preventio~/asset.protection in •. 
their business' . 

",1;'\-. '. '-

One-Day Seminar for Senior Exe'cut.ives 

Objectives~ To instruct senior executives in the 
princip~esof loss prevention/asset protection, so 

~ ". 
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that they understand the magnit~ the problem, 
their unique 'responsibilities, and,howim~s 
against business can be,dealt with by the a- lca-
tion of sound, mimagemeht p.rocedures I particular 
the '''systems approach"; paf;..ticipants will be able, 
at a'conceptual level, to design some solutions 
apprqpriate to their ow~ businesses.' . 

Separa'te sr;:'!minars will' he conducted for the foli~~ 
industry groups: 

co Retail, 
"Hote;:l/Motel .. 
'fl Mariu,factuiing" 

" Crimes covered will include:' 

• 'Shoplifting (reta~l industry se~inar only) 
• , Check fraud (retaii industry seminar only) 
.. '''Guest t;;heft" ,(hotel/motel industry seminar only) 
e Employee pilferage, ' 
• Vandalism and sabotage 
G Commercial bribery 
(t' Computer as.~isted crime 

Topical Outl:l'iie .~' The topics discussed will be 'as 
_.follows, each·. at an"OverviewJlleve'i: 

1.. 

2.' 

3. 

Typical loss staf.istics for businesses of various 
types/sizes, att,ributable to various types of 
criminal behavior. 

,', 

The responsj)jI1i ties of senior management in 
reducing losseS; saf~guarding asset~/e.g.; 

• ~stablishin~ itandards ~nd a code of ethics 
(') 'Reviewing securl. ty' procedures/con'trbls· 

,,(inr.ludlng .fiscal' controls) 
\9 Sere :'ning and recruiting honest ,employe\es 
s ~~ecolt.mending cnanges where cailed ,for 
e- Communication of problem, and how it should 

be dealt with, to all' levels of organization 
., §,ettihq,examples of integrity (the role model) 
.,. Establi!?hing linkages with local crimil1al ' 

justi.cesystem 

The definitions, terminology~ concep~s of loss 
~revention/asset prot~ction. 
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4. Areas' of concern ~n loss ,prevention/asset , 

protection -, physical, information,' fiscal, , 
;p'ersonnel, ., 

'.,' 'i:;::---:--' -'5;~.\fThe systems~ppr(Jach to lo~s prevention/ 
'\ tasset protection. 

, \. 
-'\ .' 
',. 

. ' 
•••• 

• 

I ' 

. ' 

6. The source of loss data within the organiza­
,tion " its coll'ectionand proce~,sin~. 

7: The physical suryey '- t.he examination of the 
physical layout . .s>J th~ site, .. its'equipment, 

'merchandise displays ana~ forth. ' 

8. The policies and procedures survey - the 
examination(,)f the operating and personnel 
po:J.,icies and procedures'used ,on the site or' 
in connection with the site. 

9. The fiscal surv,ey - the examination of the 
financial controls and auditing methods used 
~n, or,in connection with, the site. ' 

.10'. The analysis of data fromeach,bf the'above 
sources (Nos. 6-9), in order to determine 
vulnerabilities, leading ,to .•• 

11.· The ,design of i'mproved physical environment , 
'operating arid perscnnel'policie~ an~ procedures, 
fiscal controls an~ audits, and 'coordiria~ion ' 
with local ,criminal justice systems, to ~educe 
the opportunities. for crime and increase the 
opportunities for detection,'i.e'., the design 
of a loss prevention/asse~ pro~ection system . 

12. 't'he implementation of the new system - "marketing'" 
it' to managers and employees, training, etc. 

, ' I 

13. Monitoring and,operatin~ the system . 

14. Evaluating the system;in cost/effectiveness terms. 

The ,prese~tatioIi 'wquld be by a mix of l,ecture and film/ 
filmstrips a~d ;i.nstructional material (e'9:..,a case 
history, survey forms, etc., would be provided'and be 
retained by participants ) . . ' " 

""_.':,\ 
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Two-bay -Workshop for M.anagers with Direct 
Responsibility for Loss'Prevention/Asset 
Protection ' 

Objectives. To instruct managers ,who have to design' 
and. operate internal security systems ,in'the "systems 
approach,'" to los's prevention/asset protection ~ so 
that they can implement effective systems ,in 't:heirc' 
own businesses. " 

Separat'e works-hops will be conducted for.' the following 

. " 

" 
industry gr~o~u=p~s~:_' ,--.--,----~--"'-~:--~---;."'-~~~-:--7~~~-~~l,;, 
__ -<CI_~Ret.ail 

---~- .. Hotel/Motel 
e' Manufacturing 

< ;: 

i.:: 

• 

e 

• 
, " 

• 

• 

• 
e' 

Crimes covered' will include:, 

, .,' ., 
lit 

• ., 
• 

Shoplifting(retai~ ind~~tryworkshop 9nly) 
Check fraud, (retail industry W'orks'hop only) 
"Guest theft" (hotel/motel industry workshop 
Employee pilferage 
Vandalism' and sabotage, , 
Commercial bribery 

only) , 

Topical 'Outline .' Allt:b:pic's' described'for',the seminars 
will be .cove'red", but in more' depth. '.',rhis isparticu .... 
larly the case w;i. th topic$ 3 through 4 of the seminar, 
outl'ine. Cases specific to the, 'industry in question ' 
wol.'lldbe worked through in detai,l an~ participants" 
wo.uld analyze data from the various\appropriatecompany 

"sources and' the sur-veys, and make recommendations for 
new'or improved systems. 

The workshop wo-q.ld be designed to maximize "learning by . 
doing" 'although.a mUlti-'media approach is 'proposed. < 

Materials will include typi'cal .loss· statistics in , 
computer print-6ut 'and manual form, typical survey da'ta, 
data collection docilments"and,casestudies built, around 
these data. Participants will have a structured sequence 
,of tasks to perform, described' in workbooks which ,they, 
will retain as' a r,esource.; 

~", , 
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One:-"Day Financial ·Ex.ecutive Wor·kshop. It is suggested 
~hat a special program'be e~igned for executives with 
.special responsibi.lity for fiscal controls~ These 
would concentrate upon the:rimesof embezzl~~ent and 

. ... 

.-

commercial bribery and wo~l, has.ize modern financial 
and' stock control procedures , ,auditing method's and 
computer-assis.ted crime. ,Aga·i-n,. a "learning by doing" 
approach~ould be stressed.', ' 

. . 

It should· be noted that in both seminarE?·and.workshops 
examples of data and case h.istor~e:s will reflect the experi­
ences; re.SQurces and needs of small an~r medium-sized businesses. 

---.~---~----

, -,' '. \." 
Sites for Demonstratl0n 

We believe that if the recomn\lended programs are to be success­
ful when generaliz·qd across the country, t~ey must 'be actively 

. supported by local,organizations-,-business, law enforcement, 
civic and ~o forth. Therefore,' one criterion for. selection 
of sites is evidence 'of s·trong local support for anti-cr.ime 
programs or willingness to give such support .. Another 

'criterion is that the problems of retail inventory shrinkage, 
equipment losses in.119J;.els/motels, employee theft in manu'- ' 
fact,tiring, 'vandalism and sabotage in al:). industries,· etc., 
must, be,genuinely-troubiesome and per~eived by the community 
as high priority problems. Unfortunately, as has bee'n pointed 
out, in the ea'rlier part o.f this report, s:tC:ltistics of. crimes , 
against business ate ·poor and measures of the actual magnitude 

~of the various types of crim~'by j1.i:r:isdictioh cannot be 
obtained. In the'absence of anything better, the larceny­
theft statistics from the Uniform Crime Reports of the .FBI'· 
wilt have to be used to provide a rough'ranking of magnitude' 

,of the ~, bf offense by SMSA' s, cities and towns. (We., 
could easl.ly create our own ratefigures'from Table' 6 ofth~ 
Report, which gives nUmbers of 'offenses 'k~own to the police 
in cities ,and towns·lO,OOO [popula-tion] and over, in order to 
pi~ ..... point demonstI:a-tion a:eas·; ~ do not, thin~ ~t. appropriate 
merely to se+ect SMSA'$ wlthout ~rther sub-dlv~slon.) 'Once 
we. :ti.ave.~dentifie,d what appear to 'be high crime areas we 
recommend that., local business' and otllE~~r organizatio~s be con­
tadted in order to gaug~th~~r lev~ls of.possibl~ s~ppo~t and 
concein. . ' ' 

, J' 

Gtr,ographic'locations would be another importantvariabl.e in 
selecting demonstration -sites. Many experts in the private 
·security,.field believe that the type of offender (motivation. 
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and modus. operandi)' IUay- vary from area to area 'a~d ~,see~s 
desirable to take this possibility into consideration,when. 

, ,pick;i,.ng ~s ~ , ,Given the other c'ri-ceria mentiont?q., we would 
, want to _ 1mplemen,t the project in at lei,ilst three quite dif-:­
'ferent parts 'of the country - the northeast, th~ 'midwest, 
and south or southeast. "Thus, at least three areas' should ~be 
selected ~ al thoug'h we would prefer, to extend the scope' o~f ": \ 
the ,proj'ect to ,increase credibility ''''''hen the, nation~wide " 
effort is made (ass~ming, of cour'se II, 'that, the evaluation of 
the recomm~mded prC?grams showed them to be,?ffective). 

Dur ing t~e course of the present work, 'many' groupS in , .­
communities across the country have indicated enthus'iasm 'for 

- -work~ng wi tn the recommended program if this', wer~, pOssible. 
While they should not be automatically included, it should 
be bor'ne in mind when making a final selectiC'.:-' .... ~~4.: 't!!e ' 
fqllowing organizations hav,e demonstrated interest·- and have 

, some base for active partic.:j..pation: ,Aibuquerque" D~partment 
of Rehabilitation, DWl, Metropolitan Criminal Coqrdinati~g 
Council; Baltimore, Mayor's ,Advisory Committee on 'Small ' 
Business; "'Boston~Boston Pollce' Department;;"Clevel~nd, 
Greater Cleveland Growth Association, Criminal Justice', 
Publication Information Center; New Qrleans, District' 
Attorney's Office; P}:lil'adelplii?t, Citizen's" Crime Commission, 
of P~~1adelphia.' - . 

~ 

It should be stressed that we are" not recommending that ,demon­
stratiorl site:sh~ seleC,ted solely from among these ,cities. 
We pro.pose a far.wider geo:graphic spread. We do,' however, '~" 
believe that there are advantages in carrying out som~ early 
developmental work'in 'one or "other of '~heselocalities. " 

, .-
wi th" respect to'" non":'vioJ,.ent crirnesagainst retailers'i> {l. 
recommendation emerged from one of ,ourwo:rkRhop panels tl1at­
the uni tfor demonst:x::at'ibn should be a, shoppipg mall. 

,c , '., , " • 

Retailers in one or more malls witqiri,a high. cri~e area 
s}:lould, 4t is proposed, ~e the recipientsof'invitations to 
the'prqgrams, rather than retailers as a whole in the 
selected area . :One g'rea t advantage, ,of this' apprbach is 
that mall areas have merchant-'coordfhatin.g 'syst~m.s" whi,ch 
provide a "built~in"vehicle for the implementation of 'the 
effort. While it,may'be :unduly restrictive ,to focus solely' 
on :r;-etailers'in shopping malls, we do recommend that they 

',should be.given ,a special program within the ,broader"'areas ' 
, s~lected~ and he, the f,:!.,rst,targ'ets o~the' education/training 
progr~m • 

'.I 
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projec·t· or9anizati6~, 

The ~first phase~ of the, ,work would entail desigping and con- . 
st::tucting . the t:raining programs; although 9urriculum (i)ut'lines 
have, been· designed, much work remains to be done" in turning· 
these' into ~ctual seminars aI?-d workshops, with'audio-visual 
.aids" workbooks, ref.erence material and s'o on .', This first 
phase would take three to . four mo~ths to complete ~. . Clf' ANA 
has the role described ,earlier~ present AMA . staff' .could 

. carry out this work.)' The resources of the' Small Business' 
Administration and the- Department of Commerce: should be con-. 
sidered. in. developing and implemen'ting the proj ect.. .' .' 

The second phaEte would fall: into ,three, ,sub-phas~s, n,amely: 

• Hiririg: locai project staff (primarilyd;iredtor . 
and tr~~ners,.· the ,latterprobab~y part t~me) .. 

• Estal:llishing a-community "crimes ag~in:st business'" 
council, consisting of representa'tives of busin~sg, 
·crimina~. justice and local citi~ens groupS,' to ~~ve 

,cr,edibility to- the project and f'acilitate communica­
·,tion with busines-E! and othe'r concerned ·groups. I. '. 

'. Inviting commer"cial manager~ to semiI').ars~ Lists 
would be provided by local: organizat'ions • 

. This pha~e 'WOUld ovcirlap: thefi'rst and would take two to 
thre.e months. ' . '" ... 

'The t~ird phasewoulc1 'fall '-into three sub'-pha~es: 

• . Cond~cting seminar~ "fqr· senior manag,ers. 
{. ~', 

.• Subsequent to e:onductirig, of" s~mi'nars," for a 
partdcular iIldustry, inviting commercial' 
managers with hands-on responsibility for 
securi ty to attend' ,wo;rkshop.s. 

., Subseguently. conduc~ingwo,rkshops·. 

\';Phis phase W~U:ld ~robably ,take twelve mbnths~and'wouI4 bE;!gin 
.~t -the endQf Phase I ap,.dII. 
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'The fourth phase would' run p·aralle.l. to the. third a:nd will 
·consist·.of·monitor.ing the programs, qptaining pa.rt~cipants I. 

r.eactions . alld modifying the'ir ;content and modes of pr~seqta­
tion .as .the :feedbqck is rec~iyed. This'· ts a most important 
part of tlfe recommended pr<?j~cts·, ·7iI?c~ it. ens~e;s th<;it thE{ 
prog:cam wJ.ll be developedJ.n· a posJ.tJ.ve way durJ.ng the .. 

. . demonstratj.?D. p·~riod~ , . / ' V' 

,/ 
;' 

... 
: ,". '... , ..... , '., "'. ~~ 

'. l' 

- '''. 

......• 
'. 

0.r ' 

I~ ~_' 

. .~ 

. , 

..i 

",' ".:, 



; ..•. , •. :./.. ,. /,. ?: .. : ", 
~'. ., ' .. ",:?, :, 

",\.:- .-" .' r·Y 

'. :. 

".a ',. 

. .' 

.' ;e, 

~,~,: 
~~~~;~:>!::; 

"f.' 

, " 

., Q.eterrent. Strategies , 

Recommendat.ion NO.~: Economic Crime Uhits:Establishing 
the Unit, 

Objectives 

To Clemonstr~te that a specially staffeo.' and trained ti .. tit within· 
the criminal j'ustice sys·tem of a' jurisdiction, specializing in, 
ecoI.1omic crim~, 'can, reduce crimes ag.;tinst business', by a higher 

,rate of successful pr9secutions and by obtainin.g greater 
,cooperation 'from .the ,business'.' .community., 

'Economic Crime anit 'ConceI?t 

It is recommended that in,'~~elected, areas an-economic crime unit· 
should be established· in the· Prosecutor I s Off:lce and (or, if· 
such a, unit exists) "be given, specific technidal assistan¢e in 

'personnel selec;:tionand, training and managemept methods ~ , (It: 
"is. appreciated that s~,v~j:al SUCh Units qo ~xist,but'our 

"" impress:ionis that they .. tend not to be staffed· and :trained in 
a manner'that fits them for dealing with, and aC'ceptance" by, 
the, b1.!sinesp'.cominunfty" a ,pre-requisite of e:f;:t;ecfive effort;~ 
to reduce crimes against,business.J:t should also be noted· 

, 1;:hat we 'see these units as having. 'a two,..fold mission..:. ... reducing 
, crime by busin~ss ~nd reducing' cri~e against business, especially 

frauq and' embezzleme,n't,. , Frau,d by' arson is considered separately 
,[see Insu.r.ance. Fraud by Arson, "be'low] but with appropriate 

" .organization ,this. area or crime could· also. be integrated, int9 
the proposed unit.)' . 

• L • .' 

We· recommend' that economic crime units should be responsible 
to the ;local prosecutor ,and should be an integral part of the 
distr~ct attorney's"office. These units, should . have a broad 

. ':investigative 'funct~qn and have effective liais·on with. the, 
business community .~I r't is essential that business ;should . 
be (fina1lyJ persuaded'that, the criminal ju.stice syst~m'takes, 
crimes" against (and by) business very serious.lY and can be 
effective. in reducing losses due "to economic criminal activity. 

", " 

:rhe 10Cdl "crimes against business council" that we, 
recommend as' part ·of· the commercial managemen·t trainirfg 
·proqrainw6U'ld be a good forum 'for representatives Of: 
"'the unit, :if. one were est'ablished in the same area 'as 
the commer-ical'management program.,' .. 
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Structurally, the unit shoui,d be vertically or.t;Janiied., .. being 
capable 'ofaccomodatirig most .repor·ted or su'spected'offen~es . 
from investigation through trial and appeal.- Hence' it must 

.' be staffeq. by~eXperienced ·trail'· atto1;neys,· and ~iperienced . 
. ~nyestigators, preferably with, some knowledge of business ' . 
attitudes and usiness methods. We recommend that the unit 
should be. ~t.af .ed in accordance with the National: District·. 

'Atto:J;"neys Association . guidelines. The staf'fmustbe given 
special training (se'e below) arid. ;kept 'up 'to date' with. regular 
refresher ·courses .. ' , . 

Extensl. ve use' should be·:made of" former profesf;>ionals from 
th'e IRS, . Treasury I Fin,. police, 'the':acco~tin9' profession' 
and other sources 6£ cpnsultant expertise. .,' , 

. . I· 
I 

. , .Se1.eGtion, of Sites .. 

, The criteria. outlined for selection of 'si e&' for the' ~mnme.rjial 
management, education and training.'program apply equally well 
for t,he economic crime .im;i.t project (except .ates of 

. larceny-theft offenses are not a su.fficientindex·) .. We 
recomrriend that such auni t be' established,· (or,.' if· already , 
.established, technical assitance'De given) ,in the sa,me juris,-

, didtlons 'as are' 'selected for, the. former programs~, -if the . 
app~opriate 'crJ.teria a're met. There is likely'· to 'bel an . , 
i,mportant increase in the' ~level of cooperation, between' busines 
and the criminal j ustiQe system that: we are hoping to aC,hieve 
by . the 'education and training program,~; i'f, a trcdned· a'rid,' 
.well-managedeconomic crime unit of :the .kind 'w~ 'envis~on is 
formed. in an area, and i t .. ,wp~uld be .foolish to ignore the " " 
fact that in this case t~e whole. may be "greater than \the'sum 
of the parts!. n, Hqweve,r ,~n orde:'~o '~b~ain some inea~u'Fe ,of . 

. the effectE?' of the educat~on/tral.nl.ng: prpgrams alone t. we 
're'comrnend that these should precede' any' .activity in connection 
with' an economic crime unit by .atleast, a y~a;r,'or 'that the. 
economic.crime unit Pf0j'ectshould be ~nitiatea'Jn a sub-set 
of the· areas in which theeducati6n/training progrqms', are 
cqnducted.' 

"I1:. mayturriout, of course, that areas' tl:latare ~eil su~ ~,ed 
.to the .. coimnercial m,anagement pro'gra~ are not 'receptive to' 
an economic' crime 'unit program (possibly bec'ause they' already 
have an ,excellent unit, in place) •. If thi's were gEmerally to 
be the case, tllen other. loc?ltions woul·a have to befo.und, \ 
meeting the required criteria . . 

37 
.. \, 

\ 

~ . . . 

t • 

" 

.: '\, " .. 

'. , 

. , 
" 

-.... , 

','. 

',' >~ • 

" { 



-",:, 
4'-

". 

,', 

\" .. 

\' 

." •. 
• , , 

, " , 

'. 

",> "'. '; .' 

/" 
'::- ,f. 

Ata minimuri1;werecoinmend, three j uris,dictions, with wide, 
'ge~graphic representa,tivepess., with"high reHative incidence 
of both 'reported larcepy-:-theft, offenses and Part ,II crime' 
arrests :(a v~ry poor me a s'ureof the magnitude of' "white 

' .... 

collar H types of crime but, it will serve togl.ve some' , , 
guidance)', together withc'ornmunity awareness of and concern, 
ab,out' the more sopJ'iist'icateci typ'e, of ,crimes against business " 
(frauq and, embezzlement). A wiilingne~s ,on the' part of the ' 

'distr,ict atto~ney I s office" to implement the, proposed program, 
a is f naturally ,a pre-requisite for t..h:Ls "type of project,_ " 

. . '.., .. ~. 

. ,'. 
, '> Pi"oject O'rganization 

\ 

Phase I would ,ent~l. the select-ion, of a local project ,direct.or 
and staff. , 'The direct'or could, 'in fact, be the saIT\e' peJ;son 
as directs the commercial ma~agement educatipn.and training 

·.program in an area;' if' these were the ,s~e. Certa;i..nly ,there, 
would be economic advantages in this av~_probablY technical, , 
advantages, 'too. Support staff 'should unquestionably be ' 
drawn f'rom ·this" same source if the same areas are, used .. The 
director 'would be responsible~ : so far 'as t~e economic crime' 
unit project- is cQncerned, with establishing liaison with the 
~ocalcrimina.1 j'ustice system and :the bti,piness community, and', 

" designing the' unit, (and/or, the technical assistance program) 
wit,hthe. '~dd 'of 'nation'al arid loc'al, specialists. It would . 
take two months'. 
, . 

Pha'se, I'I· woul'd consist, of designing the urii t/tech~ical 
assistance program, anderisuring that it was responsive to 
locai 'needs a;nq realistic' 'in, terms' of local. capabilitie,s., 

'Thisphas-e would take four--five months· and would commence. 
, as soon asthE.~' director' was hir~d'. 

Phase IIIwoui'd 'be the actual establ,ishing' of' the unit (or 
corn,mencing . technical assistance .. to an existing urii t). .It 
would include ,selection of .staff,training of stq.ffand 
pro.vision of technical assist~nce in management, public 
relations and other matters -of this type. P.hi;lse III can be 
expected t,o take anything from fQur· ,to nine, mon'ths . 

. • c). 

, ' The fi,nal ·i?hase (IV) is the on~qoirig monitoring of the 
project; to find' ways' of improving staffing configura:tion', 
n,anagetnent practicei~ and policies , liaison with the business· 
ai'1d· c(:m~umer'communit'ies , etc. PhaS'E;!IV would continue ' 
through~ut the' lifa of the p~oject~ '" 
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Recommendation No.3; 
. , 
Economic Crime Units: Tra,ining 
theUhit, 

ObjectiVes 

, Theol:)Ject~ves are substantially tne sam~ as those ,set 'for 
the establishment: ~f ,units. themse~ves, :although if an, 
existing, unit is given special ~aining, the specific effect 

, of -that training ·1.5 predicted:·~to bedem:onstrable,~ . . . -:...:-------_.:- _. . 

. ,,." 

Traini~g: 'Topic~lOutlin~' 

Training would differ according ~o the experience and role of 
the indi vidua-l concerned. The· topics' that would be. covered i 
in varying degree according to, the req~irE?meni::;.s of the. ~ . 
person 1 s job, WOllld include: 

• .Business 'practices, p~li.cies I 'nomenclature. 
. " 

., The psychology and, moti.vation of business people,_ 

G, • Account'ihg' and alidi ting tec~niques. 

Modus operandi of "economic crime" offenders with 
·s·pecial referel1c'eto embezzlement, :varicustypes of 
fraud by' and agaipst business (including.commercial 
bribery, ," scams," "bust outs" and arson) and the 
1:1se of ·the computeI:' in.· eqonomic;: <?rime_ 

" 
tt .. S-ome theories of mo-tivatiqn. 

Investigative techniques, including the use of 
. audit, trails 'to uncover financial offens~s. 

CIt, Trial preparation .. 

• AdmissibLe evidence. 

For unit manage'rs I special' courses should be qiven in. manage­
ment, techniques, public relatiqns:,and similar topics,~, 

Materials and assistance 'for these programs ,can be obtained 
from 'the National .DistrictAttorneys Associat'::'on, .the , 
Battelle Law ,and Justice Sttidy Center. and the Enforcell'r.ent 
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Program 'Division, Office of' Regional Op~rationi:r, Law Enforce,­
,ment,Assistance' Administratiqn." Local colleges' and police 

, a~cademies, the Federal Bureau 'of "Investigation and state: 
p~os~cutoria(associations'~houl~ all be requestedfo~6elp 
in ' the supply of materi,als, and training. " ' 

, , I 

Selection ofsl.tes 

T'he sites would ,he the same cas those d:i.squssed in the 
immed'ia te} .. y preceding section. ' b 

. , 
Project Organization" 

, phase I would be identical 'to that des·cribed above ,since the 
director and staff would be the'same. . 

,j 

Phas'e IIa would con~ist" of' locating apprqpriat~ trqining 
programs (and modifying where' appropriate)-and identifying 
fa:cilities~' This ,could in large measure" be carried out 

,by p'r~sent AMA s,taff. ' 
, , , 

., Phase lIb 'would entai,i matching, identifieq.tr~iningprograms, 
to local needs and would call" for a- "Needs' Analysis II of the 
community to be served and"of any existing, economic crimes unit. 
'~hiswork 'cou;td.~b·e',carried ou~ byAMA personnel ahd/or loc'al, 

, project stq.ff ~ Phases II a) and b} would"take three to four 
months. ' • " 

'Phase II,I would be, the ,lmpleme'nt'at'ion of the recommended " 
prog!rams and 'would be spread over four",:,s.l.x months, although 
re~resher coUr~es should be given at iegula~intervals ' 
thereafter. 

phase IV would be the ~onitoring 'componeni: an'dwould aim at 
pz:oviding recornmendat'ions for, ~mproved tr~:i,.ning curricula 
and methods. . ' " (;J 
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Recommendatiotl No. 4:, Insurance Fraud by Arson: Establish- . ' 
-ing Arson Task Force 

'Objectiv~ 

The'objective is to demonstrate that a'special unit, which 
,incluqes bot;h fire an'd·:police personnel, with its' own 
prosecutors, specially traine~ in detectiori I investi,gation , 
and prose,cution of arson and f.raud 'QY arson, can ,reduce tl}ese 

,crimes in a selected jurisdiction. '. , . , 

Task. F_orce, Component 

It is reeommen'ded that a task force should be, established' in 
the demonstration site,' consisting of per-sonne'l drawn' ,from 
poli~e and fire departments, a prosecutor and" Con a temporary 
.basi's)', investigators, and supervisory personnel from insurance 
companies, and possib,lyother poiiceand, fire' personnel on a 
shQrt~term, rotated basis.· ' '.. . . 
The task force' concept h'as been successful i!l Wayne CoUnty, 
Michigan; Bronx~ New Y,ork" and Seattle"Washington. This 
'proposed' unit could bea par't, oJ the recommended economic 
crime un,itif the same area was used for both projects; but 
if so, ,the ,organizational structure would have to be such' a~) 
tog.ivethe task: force a hi'gh degr,ee' of independence. Ars'oll 
is a different kind of crime from the typ'ical "white collar" ' 

'crime which an economic. crime unit would "be staffed to deal 
'with and for this reason "the arson', UJ?i t must' no'S be submer5led 

" :, i;nto the ,larger. Writ; on ~he other hand, it may be adminis,tra­
.... tively convenient to make it a semi-autonomous unit within 

, 

the economic. crime unit,;, Local circUmst~'1ces would contribut;e ' 
greatly to any, finaL decision on' this issue. . ' ' 

The staff ot the 'task force would be ,given special and' int'en­
,sive training in all aspect~ of arson and fraud by,;'arson'. 

The personnel of thi.s urlit would, have responsibility for 
establishing' on-going liaiso,n with othe.r law enf9rceme~t 
'agencies, . fire de'partm~nts and insurance companies wi,thil? 
their jurisdiction and wou"la serve as a highfysophisticated' 
resource for su'ch entities. (The inclusion of insurance, 
company per'sonnel em. a tempof'~ary 'oasis, is designed to 
strengthen ties with' insurance companies 'and .at the same 
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time improve the abilities of nheir personnel in the det~ction 
of frauQ. by arson. : Police and fire department personnel, 
would aiso rotate' through the unit for the same reasons. ') 

Sel~dtion of Sites, 

~he main criteria are: as before, objecti.vely high incidence 
of the crime in question; 'perception that, there is a high 
and troublesome incidence by concerned bus'iness, criminal,' 
justice agencies and the publiCi and willingness and means 
to cooperate jn the project. Since arson is not a P~rt I, 
crime for 'the ,purposes of, the Uniform Crime Report, statis­
tics ,cagnatbe'obtained from that source. However, statis­
tics on suspect~d arson fires can be obtained from other 
sources (the l;cal fine department, 'for 8xamp;Le) and" reason­
able ass~ssments should be pos~ible.,. We propose tQ use the 
same areas as for othe,r types of crfine against' business 
unless it turns, out 'that arson is not a major problem in any 
one sUGh'area pr is not perceived as such or'there i~ little 
interest in cooperating in the prdject or, there is already 
an' effective' ~nvestigative unit of the type described. ,In. 
any such circumstances we would seek other areas-with the 
required characteristics, including geographic ~pread. 

Project Organization 
" , . 

The first phase of the project. wouldbe.'\cgncerned with' securing 
the forrr,al' agreemen~ of the official b6'dies involv~d":'-police 

~ and fire departments, and the distriet at'torney's, office-­
that 'a task force of, the t-ype. described should be,set up I ' 

on an experimental basis. E:<pressions of approvaJ,. 'from 
insur,ance c.ompanies'andother business intere'sts, "of" citizen' 
groups and school boards (whose tax ba~e often"declines \' 
as e'o result of a:;-,son) would 'be sol,icited duiTng~his .phas~. 
(The area 'would not be 'selected for the project unlesS.' ", 

'preliminary,' informal t acceptance had been indicated during 
the site selection,work.)" " . ~ 't.." , 

Formal agreement could. 'probably be obtained' from the' ,interested 
parties in three-four months, but. th~ final establishment of 
the unit ,could take a further six",:,eight'months. (AMA staff 
could work on' obtaining forrrialoagreement~ prior to appointing 
a loci~l ¢irector.) • 
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Phase, II would call for the .selection of,a local project 
director, 'who' would be responsible fdr seeing that the unit 
was established:, givi~g technical assistance in its' forma­
tion and ensuring that the'training programs, qiscussed in 
the T~ainirig Programs section, below, were admin;ister.ed~. 
Other (support) staff could, be drawn from the staf£assem-, 
bled for the '.~ommercial management training'project, if 
the'same' area is· used--one of the economies' of' using the 
same area where possible. This phase would take two months 
and, would commence as soon as formal as:Ireement for·the task-
force had be'en received.' -" " 

Phase III~-implementation--wouid be depende~t upon. 'Q.O\':' , 
,long the concerned parties wanted. the experiment to corrtinhe 
but should not be less than two years. 

Phase IV--monitoring and development--w:ould. g'O on during 
·the whole of the'~'e'cond phase f the inte:r;est being to improve 
the concept vi'i,th respect to such variables as personnel mix, 
-training (see below) , and' r'eporting r.elationships within the' 
un.it and between the unit\and its, parent body. 
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Recommendation No.5:' Insurance Fraud by' Arson': Training 
,Program 

Objective 

To demonstr~te- that training programs ca~ be design.ed and 
training implemented, for persons professionally involved 
in the control of arson an~ fraud by arson, which will 
mat,erially imp~ct those crimes in the -area of deinonstrat~on e. 

Training: Topical Outline 
) 

The following outlines the subj.ects that 'm1Jst,- at a minimum" 
be given to all individuals at some level o~ intensity: 

• The scope of the ar~on problem as it affects'society 
as a whole, and parti.cularly as' itaffe·ctsthe par­
ticular geographic.area where the. training is being 
given. 

the.number killed as a result of arson. 

- The number· of .,'burn injuries· resulting from arson 
. and the terrifying nature of t~,ose. injuries. 

- The doll:ar' loss to a community from arson, including 
not merely the hundreds of rilill~ons 9f doliars paid 
out by insurance companies--with the resultant in:­
creased·premiums·to all 'property owners~ and the 
direct cost of' fire department operation--but' also 

~ , the tremendous .loss of :tax base to communi ti'es which 
need ta,x revenues :for police services; schools and 

. general welfare programs. " .. 

~he social cost of a~son, p~rticularly in urban 
areas where large segments of' communities have. 
been devast.ated by w:ldespread arson fraud .. The 
lot;:ls . of hous'~ng stock leads to an 'increase in 

?.' soc.:j..al pathology associated with overcrowding .. 
.. t. . ' 

.1 ',The motives for arson incJ.ude not 'only insurance 
fraud, b.utalso efforts ,to hide other crimes: 
jea-lqusy or revenge; pyromania by the emotionally 
disturbed; :iuvenile thrill seekers; and terrorism 
or extortion~ ., . 
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The nature 'of fire itself. The technical elements 
and cnemistry of different 'kinds of fire; the nature 
of -incendiary fire; burn patterns. of incendiarY fires; 

. some o,f the significant signs to look ~qr 'to identify 
incendiary' f.ires, 'inclu€l-ing det'ailed:..instruction on' , 
the examination of fire scenes; evidence of incendiary. 
materials and other sign~ficant phys:i,.cal e'vidence 
which may be ··present at. a, fire scene ~ 

fI 

The use of expert: arson, investigators I chemists, 
photographer's, and engineers, to examine :a' fire 

, scene' and .identify I analyze· and i?re'seI:ve--;--tan.f!il:>~e 
evidence. -

":}. 
• 0 

.. Interviewing witnesses,' inclu¢ling' not only witnesses 
·who may have seen.the fire itself, but witnesses who 
were present before the outbreak 0'£ the' fire Or' . 
former residents of a burned 'st.ructure, or' employees 
of a bUpiness which has suff~red ""a 'fire . . 

. {f 

.. Interviewing the insured himself and, when'warrant-, 
·ed, detailed investigation of the background, the' 
finances, the debts and assets of an insured indi-
vidua~ or'. business. . ~ 

" . Investigating the possibilities of criminal prosecu-. 
tio:n for ,arson; the possibility of arson as a . " 
defense-under a policy of insurance and the possi-.· 
bil:Ltyof crimln;a·l prosecution for insurance fr,aud ," 
c.- mail fraud, ./~here' prosecution for arson proves 

., I., . ..., • 

impractical .. i (The technique of an owner hldlng" 
behind several corporat·ion names in order to' avoi~l 
1;~e:::ec9~n.~tio~" of ~ p~tter~ ~f, a:::so~ fraud a~d 
'1;Ihe lnvest1.g·atl ve' dlff1.cul t1.es thlS creates w1.11 

'>'be discussed.) ". - . 

0' The collectibnand interchange between public 
authorities and insurance companies of information 
relating ·to specific fires; 'specific-named insured'; - " 
'and possible evidence' of, incendiary origin: of fires, 
as w.ell as the· danger of suits for libel and slander 
and "freedom <·of informatio·n!'. problems connected 
therewi th. , . . - , 

• 
, The following specific programs should,. be available : 

L a. 
b. 

", 

Two-hour semin'ar for s'tate" judges. 
Two-hour seminar for. prosecutors', . 
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2. Oneitwo-:day seminar for ali pOl,ice/fir~ department 
,pe~~onne~ WhO" are no~. special~sts' ~n 'arson~i~nvesti-:-' " 
gat~ori (~ncorporated~nto pol~ce/f~reacademy , ' 
curricula). " '. • , . . '_. , ~ . 

. --- ~ . 
'.:. . ". 

'3. 'Two)thr.ee-day seminars for insurance ·adj usters. 

4. Two/three-.day'semina;rs for prosecu:tors with 
/' spedial responsibility for (or interest' in) arson 
pros~cution, e.g.,. prosecut;.or in,the propose~ 
task f'orce. 

5. Six/seven-'week courses for arson investigators 
(who we wouid recommend ,should be 'incorporated 

. ihto the' arson task' force) I preferc:tbly at the 
National Fire Academy.. This would be stipplernEmted 
by extensive on-the..,.job,training. ' 

, t 

. 
Selection of Sites 

The trainlng of pr~fessional9 would ·take place in the, same 
'areas ,as. the establJshment pf the arson task forces which 
would, as stated, be the'same areas as those selected for 
tl1e training of cbmmerc~al manage,rs and the establishment/ 
training of economic crime units if the ccri ter:la is', justified. 

Project Organization 

Phase'r woul4 entail: 1) establishing liai~on with the National 
Fire ,Prevention ,and ,Control Administration,. the National ~ire 
Academy, the'Internat'ional Association ot ,Fire Investigators 
and the American Insurance Association;' ,2.L .... obtaining agree-:-
ment of appropriate local·authorities·for 't.he -conduct of 
training programs among their personnel. Liaison with 'the 
major, nat.ional organizations would permit their extensive 
resourCeS' to be drawn on--both in q.eveloping curricula 
appropriate to'different groups (see Topical Outline, above) 
and for actual, instruction. Locally, it would be necessary, 
to have for~al commitment: to allow 'specified numbers of' . 
officers to, attend courses of' a specified durati:6n 'on the 
empioying organization'st~me. (Some broad agre~ment"ih 
principle'to this, ef.fect would have to be' obtained before 
selecting the site" for demonstration purposes. ) This phase 
would take '2-3 months. ' 
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Phase II would overlap Phase I, beginning'as sQ.ortly, after 
'Phase I . cOriunenced as possible, and would consis~ 'of " , 
a) designing' or identifying curricula; ,and b) i\fentifying 
training facilities for ,sU§h groups as: ' . ~ . ~ 

c " 

e·, the ju~iciary; " 
• police and fire officers not ~pecific~liy 

involved in arson investigations; 
• police/fire ;of'ficers who£orm, part of 

the recommended'arson'task force. ' 

These curricula would be 'derived from, and ,in sonle case 
,wouid be' the same as ~ those already, 'developed by· such 
organizations as the National Fire Academy. An outlin~ 

.' ,,' 

of, key' elements to be. covered 'in var'ious. degrees, of depth 
will be fowi.d under '''Topical Outline ~" above. ,,- , 

Phase III--implementa't~,O~ o~ the. tr~i~~:~99~~,~-WOU~d 
commel)ce as soon as appropr~a,t~ trap1'l.ng, !ipac}£ages" bave ' 
been put 'together. Separa~e sta~w.ould nq~/be needed for 
this work, since ' it' -is~nteg;:.a-~1 with ~he /forrnation:. of the' 
task force. (However, ~tyould be poss~bl'e to carry' out " 
the' proposed training /ograrns even if there were resistance, ' 
to the task force c 'cept-"and this option should not be 
dismissed.)' 'We pect this active demonstration phase to 
be c~riied on, qr~at least two y~ar~!' ' " ' 

, ' / 

" Phase' would' be o~-going rnonito¥J.ng 6f the p~oject, as 
,us~aYwith the intentof·improving the training content 
',rrel metllods. ' . " , 

, . 

ii, 

. ' 
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Recommend.;t ti'on No ~ 6: ·Judicial Education program on 
Economic crime ' . 

.... 0 

,"~ ,Ob j ~cti ve 

To demonstrate .that an education program which inforrns judges 
of the effects and characteristics of economic crime, the 
diversity of sentencing' practices, and the appa:r:ent'discrep-
ancybetween .s'entences for crimes ,which are onon-violent' in. 
natpre and crimes which involve at least the threat. of . . 
vi.olence·, clan' lead' to greater uniformity and smaller dis-­
cr~pancies in sentences.. . 

.;. 

Program Cl),aracteristics' 

. The recommended program would beavaiiabie for ,state 
judges. It' would ·.be. of 2-3 hours duration and .suitable 
~or inclusion tn~:the programs'. of ann.ualmeetings, con-· 
fer~nces, etc. It.is appreciated that it ~ould 'in no way 
be impose'd upon th~ judiciary, but would be made .av·ailable. 

,f:or meetings if requested. 

Educc;l.tion Program: ~OB~'al ·.outli~e 
, ~:>z:p ..... 

. The 'objectives wQu~d~~be to increase a"lareness' of the economic 
'an¢tsocial harm donepy. ec;::onomi~ 'cri~e and the.·seemingly low 
level of sanctions imposed compared to those imposed for 
violent crime, with an e~pectation of dhariging sentencirig 
prac~ices in some ca~es,by focusing on: . . 

• . T.he economic ;:md social costs of "various types of. 
economid~crime, frc)m shoplifting to. major :frauds, 
with emi?~asis upon local statistics if any," estimates 
CQuid be made. These would be compared wi~h the 
costs' of various viol.ent crimes. 

• ~ypical methods used'to commit'economic criine, . 
especially the more sophisticated crimes, including 
tho~e using cOmputers. -

• Recent sentencing patterns for·various economic 
crimes compared witp those fo'r burglary and robbery 
invdlving similar lev~lsof loss. 

, 
! 

I 

/ 
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• Profiles' of typical of'fenders--age, sex, race, " 
- education and ',income ,levels, redidivism rates" etc: 

.\ Sbme theories' o'f motivat.:ion of,' ~erp~trators ,of , 
'var~ous nOri-vi~lent: crimes against and by bu;siJiess. 

Up-dated v,ersions of :the :programs should 'be r~n' at :yea'rly 
intervals,and regular and fairly frequent ~ilings o,f " 
'pertine~t .informatioI'l: ,should be used to p;tovide reinforcement 
of the major theme.' " 

-Selection of Sites -
Judges from .:the lhcat-ions ,';sedin the oth~r projects will 

"probab:ty be exp<.)sed to, the program, put it:Qwould be at least 
statewide sinceth~ most likely oc'casiena for its presentation 
would ,be at statewide ann,ual,' meetings of' stat:e ' judges. The 
'states would be those in which the other'demonstration pro- . 
jects ~re loca~ed. '" , -

Proj~ct Organi zat'ion,' . 

It would be necessary, initially, to liase with the appropri-
'ate cemponen,ts of a' state's executive and judicial b:,:anches, 
in order to establJLsh whether the program would' be, acc~ptabl,e 
and, ,if SO, 'how, bes-t-=,it 'could be delivered. This could be 
Phase I and would take 2-3 months. Phase II, would enta'il 
obtaining appropriate local data'and incorporating'this into, 
an, appropriate s,cript. 'Three ,'months should be adequate'for 
t;hfs' phase.,Pr.oduction of an appropriately sophisticated 
presentation-...,Pha:se !!I--:-wQuld t'ake another 'two-three months., 

, It. is assumed that the director and staff of the other demon­
stration' programs in the state would be responsible fot ,all 
local level work., Coordination of data and productiqn of . 
the presentation would. be centr~lized' (for example, ,in AMA" 
if AMA were to be the coordinator).,,' ' 
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Demotivation Strategie's 

Reconunendation No .. :?: Progra.ms'to "Demotivate" Young 
,People from. Committing Crimes 6f 
Shoplifting and Vandalism : . 

Objectives' 

TO de,monstrate that it is possi·ble to reduce the fr~quency 
wi th which shoplifting and vimdalism are, commi tted by 
juveniles', ,by means of eaucationand ge~eral comrnunication 
techniques which aim at chan'ging juvenile attitudes toward 
these .offenses. 

Juvenile Motivation-
- " 

,The'proposed programs. are based on the belief that much 
, juvenile' . shoplifting and vandalism is a consequence of i~pulse, ",.f 

peer pressure and·a_failure to feel any sense_of guilt-:-or' 
, [t;:!c1r of .apprehens·iqn-·;"about committing su<;:h offenses. ~he. 
,programs .wouldattempt to deal with.peer pressure and the 
understandil1g .of -:fI:'-ight and wrong, 11 by wo'rking through the 

, family, the school' and local business . 

Program Characteristics 

The approach ,is multi-face~ed: 

... Develop a senS.e of the social responsibility of 
the family, using mass' media' and "canned". programs 
which can be used by churches"pCI;rent-teacher ' 
.associations,local civic groups, etc . 

• , Develop,positive psychological-pressures to. 
-".demotivate" '-and deter potential juvenile ' 
'offenders, by a mix· of c.anned 'programs, _. live 
appearances and events (such as field trips to 

, _ prisons), etc~' 11seq, by schools as.pa:rt of social 
studies program!:;.: .-

o Develop simila_rpres.sures ~y. use of organiza­
tions such as youth cl~bs, community centers, 
etc., addressing in particular the juvenile 
w.i thouta family and' who is ,a lE!o likely to be 
a schpol drop..,.out. " 
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Develop business serisitivity to the' issues and ,-----'­
willtngness to give time to "demotivation", programs" 
in schools, .opening their op'erat.ions to field ,", 
trips and other activities that;" will enable j'uven-i' 

'iles to identify g person with tp.e ab:stract;" 
corporation that is being, v~nda'lized or "ripped 
Of~." ' ' 

some'suggested cOhtent of these,programs will be'foundunder, 
"Program Content and Media, II 'below. 

Pr6gram C6ntent and Medi~ 
, , , 

The"followin<:J are the basic constituents ,or the sugges,ted 
programs and their method's of presentation. 

Q... . C 

. ,r~ 

I) F amiJ.y Responsibili t;y., Program" 'Targeted 'to, Parents 

1. The cost to families in in~reasea~cost' b~,gOOdS. 
2. The cost to the community inred'u.cing'shoPlPing' 

facilities and employment when :n:~t'ailers gtb out. 
of' busihess as a result of shop'litting I and the 
aesthetic'as well as finan9ial costs of vandalism. 

3. The legal and ~o(dal consequences to juveniles, 
if, apprehended,' and, the encouragement "of anti­
social attitudes (and their consequences) when 
-shoplifting and vandalism are',appJ;oved by peers, 
and tolerated as :"prank~" by,parents. , 

, . 
, , . 

4., The'motivations' and temptations of young people 
,toward committing ,the crimes of shoplifting 
an:d vandalism. 

5. The role and 'responsibility of parent~ in 
shaping moral and. social, attitudes by supervision 
aorid· by' 'exgmp,le. 

- , 

This would be a "canned" f,ilm program" 'which could 
'serve as a core for discussio~ groups, ,with augmenta~ 
tion by ,local ,law. enforcement off.icers,·· jU,ve:ni,le 
court judges, business people,etc. 'The film could 
be u~edin this way fi::;>rPTA" church and civic group 
meetings, and.cqu1d a1$O b~ used alone' on ,local TV. 
It should be poss'~ble to use,short segments as '15 
second, spot,s as well. A sound-only: series for· radio 
spots 'should .be considered.' ' 
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., School Progra~ 

1. 2. and 3 • would paralllel the themes des.cribed 
above', but- ~Noulq ,caref.ully avoid any 'moralistic, 
or. pr~~a.chin9' style. 

4. The a:tti tudes. and 'behavior 'concerning shaplifting 
arid vandalism 'af juv,~nile~: cultu.re heraes-­
a1?propriate to different age graups. 

5. Theatti "I.':udes and. beh.'aviar af respected lacal 
peer'~r~-far ,ex,amp.J..e schaal athletic "stars," 
membersafama,teur .roC'k 'graups arid So' fa}~·th. 

Alt:haugh 4. 'wauld be an film.,' aUgIDehted by live 
appearainc(~S for 5'. ~nd,presentatians by lacal law. 
erif{)rCf~ment, juvenile judges, business 'peaple, etc. I 

.1~ would ~)e intE.,grated. into, the sac~~l studies . . 
p~agn).ms l.n 10qa1 schoal!3. ' The I1.1m wO\,lld alsO' .' 

, be.,u,sed on loqal TV at·tim~s; °a:ppropriate to juvenile 
audie:nces~ . Saund 'radio spot.s .should becansidered; 
juveniles. listen' t.o. radio a .qrei;it deal. 

\ 

• Ca!!!,ffiuI'ii!:X Organizat:ian Progr.a!!! 

Tllla. CO!1sti t.ut,ian' of the program \o1alild be similar 
to tho13e o~ the sch(.\ol program but 'dir~cted toward 

.. youth (~lubs, community center:!\, etc .. ,. to' focus. an 
I juveniles',withaut families. 

• 

;e 

@ Businesr; Rel~nsibility pr.~a~~ . 

1. The moti V=ati9~,s ahd te.mptat:i9ns of young peaple 
t.a commiL t ~1haplift:lng ',and 'V'aIldalism and haw. 
made.rn I1Derchandizin.g can be 'an invi tatian to' 
the :j uVEmilf..~ ~" , . : 

2. Ways in whichbusinEl~)s' can .'help' it.self and the 
. cOlllmunit:y at the sam(3'tilne! by working with 
communi t:y groups and the schools to develop 

.. "deIJloti vafing" pragrams t, f;o~· example by ~ , 

apening the busines.s· to' field· trips; 

part:icipating in sC~1001-work programs and 
helping to initiatathem i.f they do nat exist; 
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pa~ticipat~ng in social study programs in ' 
,schools, speaking to parent-teache:x;,aasociat,ion 
meet;ings,' and generally be,ing available to 
present fact'ual, nOll'-mo;ralfstic m~terial to 

'juveniles, parents,. teachers'l 'and conunuriity 
leaders ~ respectin,g husineg,~~ _ and the effe.cts 

',on business of shoplifting and vandali~m., .' 
,~he ,misperceptions of re:tail profitability 
'~:houldbe correct~~d ':iri these,sessi,ons. 

This program, too, should be e~sentially a canned 
film presentation with ,augmentation ,by 1aw·enforce";" 
merit officers, judges, tea~chers a'nd community., 
leade.r:s" pres,entedat Cnambers of Conimerce , Rotary, 
,Kiwanis, Lyons',,~"and such o1:her group meetings. It, 
,too, . could be, used on local TV . While' every 'effort 
sqould b~,made 'to get'these prograf!ls used by TV and 
radiO; and tra~s'lated into print media, eare mu"St 

'be taken not to have the-media treat the project as 
,a "story .. " Juveniles would almost ce:rtainly inter­
pr~t 'stich a story as,a'n.attempt at manipulation and 
all that would happen: would be t,l1e' generation of, 
resentment and a possible increase in'the crimes·we 
are trying to reducie., 

Selection of sites 

'A high larceny-theft inci-dence,per 100,000 would be an , 
important consideration i in ,the' absence of better data.,' 
Equally important would 'be the perception of' the local J 
busine'ss community-- that juvenile shopli'fting and. vandalism 
were ,serious problems and a willingriess' to ,cooperate in: 
the type of pr,oqram proposed 0 P,erhapsmo"st important of " , 
all is an overall community with the same perception, and 
willingness to cooperate; churches, s61:1001s, and civic grqups 
must have attitudes favorable to trying to.prevent juvenile 
crime before it occurs rather than imposing sanctions after-

'·,wards. ,Hence, in selecting sites, for this demonstration,i-t;: . 
wo'uld' 'be, necessary to identify high crime areas first, 'then' 
contact,Iocal'groups in' a set of these in' ord~r to' identify 
some,that seem to meet the required criteria. From,these 
.should be selected a further 'sub-set which would, proyide 
geographic and size' variability.. 

7 

We, recommend at le'ast 'thre,e, 'but preferably more, . ~ommunj.ties 
for the project. ' These, should not be the same as those 'u~ed 
for the training ,of commercial managers, since ~t would be 
impossible to, isola-t,e th~ effect' 'of. the demoti vatiort program 
from the< m~nagerialtr.aining p,r~grc:-m. 
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Project Qrganization 

; Phase Iwou14 consist; of hir~ $p~,eialist staff to design 
; the overall program,' especially tho~ using canned media. 

.... Even ifAMA were to have the role' sU9'gested in the overview, 
.' present staff,would not have the very'spe,cial expertise ' 

• called for in . this delicate' area. As we see it; heavy' 
emphas1.s would be placed 'upon consultants in the :(ields o'f 
a) . education and b) conmp..:lnication, but a small,o permanent 
$peci~liststaffis also indicated. The hiring phase would 
take two months! . . 

-" 
Phase!! would be the design an~ prodl,lction .phase, d~ring 
t>lhj.chthe various curricula would be' generated and -the, 

, canned 'Jpr6g~ams produced ~ This would commence as soon 'as 
the specialist staff had'beenhired and, would take about 
5 .... 6 months. ' \ ' 

Phase III, w()~ld consist, of hiring a local project' di.rector ", 
and support staff. This phase'wouldcommence at the E;ame 
time as Pha:se II and would take about two months. It should 
be comple,ted well, before the programpackag~s are ready .• 

Phase'IV--the i,mp'lementation phase":-shoulci c,jmmence as soon 
as the.loca~directbr 'i~ appointed, ' His/her initial tasks 
would be to organize the community·resources--schools, 
churches,. PTAs; Chamber of CommerGe, 'civic groups, local. 

'media--into a cooperative 'network,' prepared to receive and 
'use the programs. This wbuld take 3-4 months, and atJ about 

t.he. eighth month of the project it can be 'expected that' th.e 
first programs wou19 begin to operate;, The period of actual 
program operation, excluding start-up time, should be not' 
h~ss than one year.' . , 

From. the qommencementof, Phase V,' careful monitoring should, 
be initiated~,to.determine improved ways Of'securing community 
participation and improved programmatic material and delivery 
techniques. 

. . ~ 
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RESEARCH PROJECTS 

The recommended· research projects described in the following, 
pages are oy no means exhaustive of the areas that need to 
be inyestLgated. They do. seem.t , howeyer.,. to be those with 
the greatest potential for producing actionable conc~usions 
in areas of maj9r concern in the fight aga~nst crim~s against 
business in particular and economic crime in general. With 
the excep,tion o.f the f.irst two 'recommendations, the'y are 
not in any-'o~der of priori ty--after the study of the' true 
cost to society of crime ,against business and the study of 
methods. for, detect1."lrg'I .... J;i!lreventin'g and estimating the magni­
tude 0fcomputer a(;3sisted crime, we feel that all the other 
proposals ~re of eq';al importance and that all the recommen­
dations are I indeed", important. and necessary. 
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Recommendation No.8: Economet.ric~S-t_1.!dy of the' Social 
Cost's o'f" Non'-Violen:t Crimes Agains,t 
Business 

'The costs to society of economic crimes, against business 
are totally unknown~ Even- if the costs to bus'iness can , 
on.l,y be crude~y est1mcit.ed, there is no necessary f~qui valence 
between the costs to business andtheeventual'c'Osts to ' 
society., If, for example, a refrigerator is stolen from'a 

'manufacturer, it is clearlY,a loss to that firm" unlesS it 
. ;is c,overed by insuranc,e, in'"whichcase, it ;j..s, i.n part, a \ 

loss to the insurance compap.y, not to the'bus-i1.less. ,To the 
,thief,. aS,suming it is stol~~i to ,be fenced, it is 'a source ,of 
tax-free income. (But, can;:~;t:his, ,really be regarded as a , 
"loss" by the governlri~'iit1)~:~,1'19,the pseudo-legitimate business 
that purchases and thertsells the. stolen. refrigerator,' it is 
also, a source of net J.It\99A1~I:': ,To .the P71:so.n who bu¥s the , 
refr~gerator at somewhat 1e'ss than" fa~r market pr~ce" -" 
less, in fact, than CI,:\t,l):er' local r~'tailers can affo'rd to , 
sell it - it is ~l$,a:rg'aih" To comp~ting 'retailers, it rep­
resents a lost oppottrinity tq sell either the sam~ refriger­
ator at a. hi.gper pric~e: (po1?sible but-not certain) or another" 
refrigerator at a lower price (again, possible but not • 
certain) •. Add ,to this equation the costs 'of private security, 
'and the criminal justice system trying to prevent/punish 'such 
activities' (but this is income to thelse emelOteeS)~nd the 
(possible): 'forcing out of,business,of marg1na retailers , 
because of the commercial fencing op(a~ation -:- with some 
(possible) loss of amenit;ies for :t~e shopping public' - . .:lnd 
the, net social cost ,i~ obscure in the extreme. , . 

. 0 

Similar complexities appear when onf~ considers embezzlement 
"and employee pilferage for personal use'. Something is taken' 
but it is. subsequently used,' even if' illegi tima tely, and 1 . 

in effect, 'increases the :thieves I t,ax-f'ree income~ r.f,' ,as 
has sometimes been suggested, such iricome is real;L.y a, "fringre 
benefit"-o-f~cert-a-in~,occupat'ionsT-h()w does it,di£.fef in. _ .1 ' 
econom~c ter~s, ,from other l~gitimate be,nefitsT. \ . 

And consider commercial b,ribery, a crime' that is often regarded 
as victimless~' Obviously this is not the case when 1:he k;ick-
ba'ck. come~ from billing the"purcha.ses for mbre'than was , 
delivered; or selling inflari.or merchandis at quality 'prices, 
but what'of the cases where'the bribery is more subtle 0:­
meals, tl;:,~~ets, vacations I?aid fox: by the vendor out of a I 
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vaguely defined .bus;i.ness expense account? ·Is this a "cost 
of doing.bu~iness," iike adverti~ing? From a strictly . 
economic viewpoint, it may be difficult to see. the differen·ce. 

. . 
On tlle other hand, consumer pric~s'go up wherever the business 
can pass along costs of crime, .and business income goes down 
when this cannot be done. At: the very ·least, there, are 'r 
difQferential . economic effects on different g.roups within 
~ociet1, ~hatever the net overall effect:. . 

/' 

All in ali, there is clear need for an inpu~-output analysis 
that can yield ,estimates of ,the costs and the benefits, to .. 

.. 'e~ch ' concerned. group, ,as a stolen obj ect,' or money . (or, for' 
that matter" trade secrets Or other valuable 'informatipri) moves 
through the· 'system. We ,have termed it an' "econometric" analysis 
tG stre'ss. the statistical modelling' aspe'cts which will loom 
,large in the proposed study.' t. • 

This is an exceed{ngly s~priisticated in~uiryj a specialist 
team should ,be J;ec:r;ui ted with ex-(:e'llent credentials in 
econometric ,modelling and the development of input-output 
matrices. There are at leas't two components ,in the work 
that this' team would conduct; one is the design of an' appropriate 
model and' the other is :the ~c~t.ris~tion of data~ , ' 

Some of the variables that would go into the model are listed 
below: 

Costs 

• • 
0 .. 
41) 

• 
4& 

fB 

e 

insurance payments and premiums 
criminal justice system costs 
private security costs 
tax revenues "lost" 
price increments due to crime 
lost employee compensation opportunities' 
lost job opportunities , 
lost services to consumers 
lost net income to vendors (bec~use of Unfair,' 
competition from commercial fencing operations, 
or when costs of crime cannot be passed on, and 

.finallY, when a"business goes bankrupt~) 

Benefits 

~. nor!!~;-taxed ,income to thieves' and fences Tor', 
equiV'alent "satisfaction" from the use of ' 
di'rectl'1''l!~~stolen property)' 
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o ~educe~costs of purchase' o~ fenced goods 
., income to criminal justice system a:nd private 

security employees ' 

The, model tc be designed would have to' incp:rporate' these and 
other variables and trace their effects th~6ugh ~he'economic 
and social system and ~ finally, show the' contribution of ' 
economic crime against business to, the, gross national product. . '" - .... 

The collection of dat.:a will be crucial a~d at the same' "time 
extremely'd'ifficult, and perhaps impossible in some cases. 
The: proposed National Data Base project, disicussed in this 

, report,' should 'be integrated 'into the econometric studY', as 
one source of input data, and should, in due course, be 
e~panded t~ obt~in a~ much of the other required infprmati6n 
aS'business,is willing to give~ Much ingenuity will 'have to 

',be used in acquiring'data and making reasonaible estimates of 
variables for which d~rect measurements cann.ot: be made.-

We recorrnriend that a twel,ve-to-eighteen months preliminary' 
investigation should be'carried out in conjlllction with 
the' N'a,tional Data Ba,se proJect, to develop a model (s) and 
test the feasibility of obtaining the 'needed data input. 
Thereafter, a' series of incre~sin'gly mo're' ambitious 'develop­
mental projects 'COUld , if apparently justified by the first 
study,:be conducted over a'period of several years~ leading 
eventually, wf? ,a'nticipate, to both a satfsfactory' model and 
a satisfactory, data base that can be contimio,uslyused to 
estimate the economic and social 'costs of crimes aga'in,st " 
business, hopefully' by that time" OI:1 'a community by, community 
basis, with direct policy implication9 at fe,Cleral ,and local 
levels. ' 

" 
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Reconunendation No.9: Computers and Crime 

In Drder that we·may fashion a long-range. ready response to, 
the possible proliferation of computers' and crime; it is . 
recommended that a 'research study be undertaken in this a.rea .. 

The objectives of such researc~ will be to advance the know­
ledge of the use oJ: computers in - the 'coimnission of crimes, 
and critically assess whether such use of computers aids in 
facilitating the commission of a crime, or whether it indeed 
inhibits criminal activity . 

., Phase I. In order to examine the ways in which, 
the ,computer can' be used in various cr.imirial 
schemes, it is sU9gested th~t -a group of hig,h-" 
level computer specialists be 'brought together 
and given the mandate to develop prototypic models 
of-computer-assisted frauds. These mqdelswould 
be deve oped for a variety ofsim.ulated situations 
Which c osely approximate the actual uses of the 
compute .. n a variety of business enterprises. 

. . 
The compositlon of the tea.J,t1 shoulo. include members 

, of key governmept agencies' incJ,.uding the FBI, 'the . 
Department of Defense I the Atomic Energy Commission ,. 
etc., and various computer specialists and members 
of public auditing concerns. . 

In addition, the group should be cognizant of the 
ways in whicnthe use of computers might .inhibit 
crime. 

It wou~d be necessary, to have access to a typical 
's:l'stem '(or to construct one), operating in batch· 
and on-line mqdes. The growing use of mipi-computers 

. dictates that 'these, too,:: should beinvolv-ed in th~J 
research, both as stand-alon~ processors ~nd'a part' 
of computer networks. The possibility should be 
'ex'plc'red of working with a large manufacturer' of 
computer hardwar'ewhocould provide such . facilities. 

'The" nextst~p would require this group to dev~"'lop 
detection techniqu'es necessary' for active identidfi­
cation. and investigation.Qf these model' computer­
assisted crimes.. This stag-e~ ,is extremely important 

, ~~. 
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considering the fact that inmost audits the primary 
fo.cus' is on "balancing the 1:;!ooks'~ rather than looking 
for fraud. 

The gro.up should make a systematic st.udyof the soft-· 
ware packages that -have been ~esigned for aud~ting 
"through" 'the cotnputer,and evaluate'their effective­
ness (~ctual ,and potenti~l) in detecting irregulaii~' 
ties. 

Thereshquld be a systematic study of now best to 
organize an EDP department, bearing in' mino pos.sible 
trade-offs between:' (a) 'reduction of opportunities. 

-'? 

for crime, and (b)' efficiency. It is 'widely believed 
that separation of tasks and r~sponsibilities is a 
major component of any strategy in reducing computer 
assisted crime' and,guidelines'~dr optimum'aliocations 
and supervision should emerge from the proposed study." ' 

~ ,~ase II. This,pnase. would focus, by means of ~ 
random sampling 'Of business, on the: identification 
and'magnitude of'cuErentlosses being sustain~d. It 
would require "the. active cooperation "<?...:t 'business 
executives to allow an unannounced audit of computer 
proceq.ures by the gr'oup:' s . personnel. These audits 
would involve the application of the detection 
products'developed in Phase I:' , . 

" . 
An analysis of. <'these fipdings wiii 
accurate projection of current and 

'losse~ than is currently available 
. ventional techniques.. " 

allow a more 
potential 
by mOre con-

Ultimately enough relevant dataeshould be accumlated to: 

-e define those situations .in which' computers 

-~--------

do facilitate 'the co~issipn ofcrimei 

• Q-efine those situations fnwhich computers' 
inhibit crime, and ~hen; 

" design ahd develop· programs and models t'o 
limit. t~e use of, co~ut.~:r:s in commi.tting crime; .,. 

design and 'develop prograljls and models th:at • 
would use the,computer itself to inhibit crime~ 

------::----------. 
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'Recommendation No. '10: , Statutes/Sentencing ~uidelines, 
, " Criminal Justice Pro,~ 

~ 

As '. the incidence o£ crimes against business rises, it is 
widely noted'and 'accepted that criminals are prosecuted 
sporad,ically, and rarely,' if ever, exper'ience any meaningful 
sanction. 

Accor~ingly, n~w,and innovative statutes and procedures must 
be .formulated and drafted to '-deal more adequately with the 
sophisticated and ~6mple'x nature of ~conomic crime. 

T~ere~ore, a sequential research proje~tis en~isioried, ·in 
order that sufficient data be gathe.red with respect to the 
fol)owing: 

L rEiView:i,ng existing, statutes, leading. to recprnrnended 
revision; 

":'-\, 
2. /development of ·guide1.i~es and proced~res 

uniform s,entencing; 
'.-
.' . 

to ensure 

3. other cr) .. miIfal justice .procedu:t:'al modifications. 

.. ' 

The research, should b7. ~nitiall~ <?onfi~ed to,: th~,folJ~ .. oVl'~ng ,: :~':;, 
statutory areal? of cr~m~nal a,ct~v~ty e~ther aga~nstbus~ness· ...• 
or by business: . : ., ' ... 

·theft 
cOrrur1ercial bribery· 

(/# 

• " fraud' 
~ ~mbezzlement 

arson' 

". .' 

(,:cr. Data should be' gathere,dfrom as ~ny source:s. as possible. 
The following i~ a: sampling of procedures to be .u·t.i,lized' , 'iI, §. ___ --------.-:---

in the data g'7~hering process:, . :'. "" _______ '-\ . ,,'/ .. -, . ..-.- ,'./ 

.. Uti,lization"o£ the "grape-vine techniqu~ .. ;~il1-·o'riler;'· 
to locate, prime movers in 'the fieJji. - Peo~PAe II 

sought would be those expe:£t.s-:-tflVolved in the 
drafting of mOdel~t~~ui:eS, . and 'designers of' 
criminal jl.!-s..t-ieer~system modif~cations. . ,; 

.< ,..--:------:-:-. . " . 
___ . . if . 

_---..-.. @ll .. -----rt'es~a.r.chers.- should . actively seek oooperat:iOIf·from 
---- leaders of 'state legislative bodies and thei.r . " 

staf~s. . 
j 

/ ',,, 

j' 
'.:y-
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., Re's-earchers should ':!tilize informatto;n gathered 
from in:"'house and priv~te security associa\tipns 
e.g., ASIS) and utilize the input from business. 

, ' , , /' ~ 
with respect to their views regarding statui:-es ' 
and pro~edu~es. ' 

• Researchers should have extensive contact with the 
National District'AttorbeysAssocia,tions, and, 
similar law enforcement groups, togethe'r with 
liaison with various regional and natiqnal legal 
organizations. " . 

The aforementioned' list is merely suggestive and in no,' way 
is meant to be ,exhaustive.' However" it is, incumbent upon. 
the r~sea"rch group, after using these data gathering tech­
niques, to devise a structurle whereby the effectiveness or ,/ 
ineffectiveness of a-statute may be measured. A methodolg..gy· 
must be'devised to determine a "goodn statute from a/ad" 
statute. Consideration must be givent6 the popul.at'loQn,of 
.a given· area; majorprobleni~ indi9~nous ~o ~~areai" tEe 
num1?er of ,arrests', . prosecutloons and c:onv~l:ons under a 
particular statute; the otttitude of p.r:.o-secJltors:with respect 

, to the ease with which these, statutes lend themselves to 
effective~ pros~cut~on; the <?~load of the. c<;>urt. syst7m; . 
the volume of part locular J::.r:rmes I and tl;le ablollo ty ,to w,rlo te, 
pithy and concise def.,in-ilions without .vague, unreasonable 
or unconsti tutio ~-Y'elemerits ~' ' . 

• ' Ul tirilate,l- , bas.tc c'omponeni':s of e.f'fec.ti ve, tightly' drawn 
. 'stat~s will be formulated and--perhaps through the , 

., ~~omm~nded Ecc>no~ni.<? cri~e Inst~tute--iz:,formation \'lill be 
. ~' dlossemlonated to leglos1atlove bodloes seekl.ng to have more 

______ ~-- . 'uniform and effective statutes to d~al with crime . -

<# 

.ell 
." ;;. 

• 
", " l: 

• 
c.> 

, ... / 
. Some suggf~sted areas of init.ial' research ,'should be t.o 
review the efficacY',of the following: . 

Enactment of a statu·te" requiring all persons' to 0 

report knO'wledgeof. the commission of ~ crime;' 
with violation thereC);f resulting in" the impos...;,t: 

, t'ioll' p:t crimin-al' ,san'ce:tions.· (The statute coul~ 
, , be mode led after' Ti tIe 18 USC, Section 4, "'. a1 though 

the' kno1wledge of.· the' C'OlnmiSf,don of af!Y offense 
would. b~~ rlaportable, rather thain ·limJ.ted to, ' 
felonies) • 
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• ,Enactment of a comprehensive theft statute, to 

replace antiquated statutes in many areas, still 
, utilizing common la~d~finitidnsof various 
'larcenies. ' 

e Enactment of ,statutes ad~quately dealing with 

\ 

I fraud, especially insurance fraud, both committed 
, by bus'iness or against business.. (California and 

New York'Model Penal Codes have representative 
examples ,') . 

"', 

\. 
1\ 

, . 
o· ,Enactment of statutes that would expedite the 

disposition of,Appell~te-cases. 

lit Enac-tment of statutes defining mandatory tninim)1IIl 
,senteI1c,es for repeat offenders. 

\ 
\ . . 

• nactinent of comprehensive commercial bribery, 
statti~eB~' curr~nt statutues appear to be woef~lly 

. i ladE!~uate. t 

... 'En 'C'tm~nt of comprehensive updated statutes dealir;tg 
h ar'son. 

The same pr ·ced.tire will' then be followed with, respect t'o 
promlilgatin. fair and reasonable 'sentenci'ng guidelines and 
deliri'eating otlier . modifications necessary to effectuate a' 
more respons' v/:criminal justice :system. '(For additional 
'topics to'\:be conside'red, review' Workshop Panel No.9, New' 
Or;Leans . ','Cri es' Against Business Workshop, Panel, ReJ;5ort" 
submitted draft'fo~m, M~y 1977~) 

,. 
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, Recommend!5ttion No. : 11: Sepq..ra te Courts 
o 

In order to achieve bette~ ove~all prose~ution of 
criminal cases',i t· is ,recommended that. a study be con­
ducted to deter~ine the efficacy of specialized court~, 
and more particularlYI special ,courts for those accuse4 
of ahoplifting. . 

An tn-depth review and evaluat'ion, of the existing 9peration 
oia- shoplifting court in Chicago, Illinois, must be under­
'taken. The·, ini tia"l purpose will be to', determine those 
factors indigenous to the Chicago· metropolitan ar~a, be 
they envirohmental or sociological, that created a need 
fo'r' a spe;cj.al shoplifting' 'court. ' 

, ' 

A detailed demographic study will be-r-equired to assess 
various ,population tren,ds, ,including,over~ll size of the; 
community,' age and se;x differentials.. etc. All relevant, 
crime statistics must be gathered, evaluated,· and analyz~d, 
including number. of arre,sts per one thousand porulation Ii 
n~er of pr'osecutions, nUtnber of c;onvictions, and, ultimat,ely 
gat,heringhard ;information as t.o whether the Chic;:ago prOJect. 
has indeed reduced theincidence,ofshoplif:!:ing and/or' 
resulted in', more convictions and sentences. 

i 

If. survey o'f retailers is recor:nmended to obtain their atti­
tudes toward such ,issues as: 

increased/dec~eased ,rates of pr6s~cuti~n: 

saving of time when, ~hey do ,prosecute; 

l:'elevance and effectiveness of sentence's; 

perceived increase/decredse in inventory 
~short~gesn attributed, to shopliftihg over, 
sa~, five years. ' '.' 

Tt would' .also be necessary to interview judges, \ prosecutors, 
and -defense. attoiney~, to 'obtain a ,broad sampling of atti-

\ I 

tudes toward the court., 
f '" 

Observations should be made in the court itself, ·to obtain a' 
. s'erise of its conduct'~ In addition; records should be s'tudied, 
of'number of persons.brought before the court, ti'me:tilll 
final disposition, nat'ure of disposition (length of sentf,n,de, , 
etc.) and estimation of costs, of the running of the cour per' 
100 offenses.' ' , I 

I 
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This data should,be compared with~ 
'.'~ 

, 1. that from a survey of reti:d,.lel.~s i~ a "matched II 
communi ty" which does not have! 'the special, court, 
using iden~ical quest~ons where re,levant; 

2. data from ~ study bf behavior and record~ of 
courts which 'deal with shoplif'ters" in the matched' 
area; 

, ' 

3. data from the records of the Chicago court(s) , 
, which dealt with shoplifters prior to the cr,eatioQ' 
~f the special'court. " 

v 

'Based upon the information so gath~red, there must be 
developed indicators of viability with respect t'o the estab­
lishment of these courts in other jurisdictions~and basic 
proc~d~ral and/qr logistica~ advantages, and disadvantages 
must be determined. 

Some oftne advantages to be explored would include: 

• Whether the exis"tenc.e 'of, a special c·ourt: wot;lld 
e~courage me~chants,to more actively prosec~te 
shoplifting cases, 'rather ~ than' hold,' to the general -­
belief that a bout'wit~thejudicial process will 
resurl: in :no' criminal' s,anc;tlon for the 'perpetrator ~ , 
and extensive amounts of w~sted time On the part of 
the merchant. 

: / ", .' , ' " 

CI) Whether a spec1al court would have tPEl capability 
of identifying recidivists and punish them accord- ' 
ingly. ' , -j 

G Whether a court solely',devoted to one area, qf pro­
secution'would expedite such prosecution and free 
backlogge'd calendars. 

111 'Whether' a separate c6urt \'~ouiq. have, the ,capacity to 
de,!is~ procedures that would reduce 'the amount o,f 
time tbat a witness or victim would actually spend 
in court; or coul~ facilitate ,an early r~~urn'of 
merchandise " held forevidence p ' e~g. " the utili?a- . 
1;:.ion 'of photographs ratber than-tne actual mer,chandise." 

0,', Whether 
", existed 

ii:t:ter. 
'oj 

th'e know~edge that such a spbcializedJcourt 
would be a deterrent ,to the would-be'r;1hop-

- , , ,,' ,! . ,; .', 
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Some of the disadvantages to be explored would include: 

• Whether' .creation of a, special shoplifting court 
in a particular 1ecali ty would cr.eate enqrmou's 
pressure from gro:ups concerned"w~th other crimes, 
to establtsh courts dealinq with'their specific 
area of crime interest. We might'then be confronted, 
with a myriad of special courts, making the system 
unreasonably'fragmented. 

" 

~Wh~ther a court, ;bx;cerne~:r only w.ith, the prosecution 
of shoplifting cases" might not create a form of 
"combat.,£atigue ll on'the p~rt of the judges,pro$ec.u­
tors·~dd staff., If 'such a possibility exists, rotation 
of personnel should be considered, although measured 
against the ostensible loss of developed expertise 
in the area. __ " ' 

8 Whether the existence of a special, separate court 
would encourage a more formal atmosphere" leading . 
to the indiscriminate or excessi~e'use of the plea 
bargai~ingprocess.· . 

.. Whether the costs would cause unwarranted fiscal 
dii,fieul ties for municipalities. 

Favorable findings could then. lead to a ~arefully eva~uated 
demonstratiqn project in several areas ,of the country. 
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. Recommendation No. 12: Insurance Fraud Predictors 

........ 
As the need' increase,s' to investiga,te arson more effepti vely 
and prosecute the perpetrator, so too does th~ need increase 
to predict an~ prevent an arson befor~ it,is Cci~itttd. 

AccOrdihgly;. a project i:: proposed which 'will explore the, 
feasibility of' gathering infoi:;mation,and establishin<jr an 
educational ,network with respect to insurance fraud by \ 
arson. This, project will complement ;;lnd develo~ informa- ' 
tion for the d,emonstration project on arsQn (as'C1escribed 
ear.lier)'. It will alsowork,'in',.collaboration with the , 
statutory ,revision project, seeking to pr~vide information~ 
so that more reasonaple ,sophisticated and tightly:-dr-a~n 
statutes may be written. . 

This feasibility study would actively seek the coopera'tion 
of lending. institutions, suppliers, banks, insuI:ance Icompanies 
I.qnd various other groups, agancies or, organizations h'avi,ng , 
any involvement with the insurance, fraud by arson., A .. , prime 
Sou}::ce would' be the existing Task Force on Arson in Wayrie 
County, Michigan; and the contemplated Task Forces enUmerated 

, " ' " . I 
i,n the New ,Orleans Panel recommendations. We would seek to 
develop patterns, isolat~ constants I define variables,. qI}d,. 
seek to determine if information can be developed ;to actually 
predict_~prospective arso,n. ,C' 

I 
Although the information sought should be given on a voluntary j-
'basls, iIi7~depth'interviews with pioperly trained intervfewers 
will be essential if crucial information is to be ,~ceived. 

,('I 
The very nature of the information gathering p'rocess will, 
at the ou'l:;.set, help'to make more people aware of the growing 
nat,ur~" an~, the devastating ,effect of ~rsQn., \/ .-

After informati0z:, is received fl!om theabove-men(tioned ';,' 
sources, data analysis should r~sult in checkl~~ts and 
guidelines in ordeF that ·a prospective arson fraud can be 
predicted, prevented, or properly prosecuted., 

... I~ > 

These checklists and ~uidelines would then~be disseminated 
to: the original sources and otpers, for ,:the purpose of .. 
allowing the. se individual, groups ,+:" org ani z'a'-t;.ions to get 
all pie;cesof the puzzle at one t me. The disseminat.ion of 
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the a\1alysis of ' the Jthered data would be.·througJ}educa~ 
tional seminars. in a par-:f;icular locality, sponsored by the 
very organizatio~s involved in·the learning/teaching process. 

,A total picture, made lup of the individual parts, would be 
given to each group, ~akingit easier .for them to perceive. 
more r.e~dily when their particular area is being used for 
a' possibl.e frau¢i. It i'is. contemplated that when conditions 
exist that·conform toithe checklist or guidel'ines, these' 
conditio'ns will 'be report.ed.· to t-he proper autho,rities for-' 
preven tion andlor pros'ecuti0l1. 

. 1 D . 

The feasibility 0'£ dat~ gathering: prediction, and dis'semin­
~tion ,of information ftom the,v'iewpoints of. practicability, , 
sta~istical vaiidity ai:.d legality have .to b, stud~ed in this 
proJect. 
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Recommendation No. 13 :, . Improvement of Cooperative Eftorts I 

Between Business and the Criminal 
Justice System, and Between Business 
and OtherBusin~ss . 

" 

~riminal Justice and Business 

One well-known syndrome of business people is their reluCtange 
to either report or to prosecute criminal ac;:tivity directed at 
them. 

In order to determine the reasons for such conduct, a research 
study should be undertaken to study the\motives and attitudes 
of, business regarding 'the roles of the criminal justj,ce syst~m, 
and of business as it relates to that system. ",~" " 

The study s'hould determine both the perceived -versus actual: rol,es 
'ofcrimiI1'ai justice 'and business, a,nd th~n determine how to re,.. 
concile . any differences· in' ord.e::. that both the criminal justice 
s~stem. and "bu,siness ,deal, fairly .... ~,sespOnSiblY and s~tisfactorily 
w 1 th each other. 0 0 ' t, 

o , 

. 0 

Ihi tially, in-depth interviews wou d be conducted with a small' . 
number of . senior executives with r

4
:sponsibilitY for setting and . 

i~p~ementing policies. ,?ealing with ,ecur,ityand criminal ju:,.,tice' 
llalson. We .must attempt to determ ne: . " 

• ~ 1'. " [J ",' , 

" whe:ther the company reportsj1~il crimes to law . ' 
enforcement offici~ls i '. ~ , 

• if not, what crimes are rep 
. ' • \ I~. 

e what percentage of al;t known cr.il,mes are reportedj' 

• if all crimes are ~ot report d: kor what reasons 

-.---- .. ~ how ~o triese officiais view hei~ organization 
vis-:-a-vis the criminal justi e sY,stem. 1, 

, , 
, ' -

are thQey not repor.,ted i ~ 4 \ ' 

,D Th~se initial in.-dep'th'interviews wilt exp~ore ~hese SIuestions and 
seek to develop and evaluate any ihfqrmation as to the 'business " 
p,erce~tion. of the~ c:r;:-iminal justice s~st~mJ and how to improve any 
~ercelved lmperfectlons in the, systelll.-

\ 
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subs~quentlY f a formal! structured t~lePhone s~rvey sho'uld 
be conducted I ' seeking imi.1ar· informa tion from similar ly . 
situated individuals, . lthou'gh in much greate'r. numbers ,of 
people' contacted. ' I 
During . these periods, the exact s'arne pr0cedure will be 
followed Y,V'ith' components of the crimina+ justice s.ystem to 
determine: their attitudes with. respect to their role and 
the role of business.' I , ' 

. .,.~ .. __ ..... ,. __ ~ I. .... • . . '.' "',' 

For argume~\t sake, assuming that each side .will" perceive 
... the other differently ·than they ,perce.ive t.hem,SelV€~SI' th.e 

researchsh uld seek to analyze the available information 
and df.:velop . lines. of' communication to reach a broad arid 
legitimate understanding on the part of, both crimi.nal.'juls­
tice 'and bu~iness· of t,heir true roles and responsil:iili ties 
in·order to,\maintain a consistent, responsive, and properly 
functioning system. , 

, 

Between Bllsiness,es 

In addition to establishing information that miqht lead to 
b:etter under9tanding and conunu~ication, between the' criminal 
justice systetn a:nd business, a study should be"undertaken ' 
'to increase utderstanding anci.cooperation 'among l?usinesses. 

It. should. ide ltify tj'he n~:ture of the barri~rs -'that ~usi~ess. 
puts in the w y.of in~ormation exchang~~ It should determine 
what the atti~udes of business people are, and what would . 
entice them·to reduce the barriers to th~ exchange of inform~­
tion rel~.ting to crimes against business.' 

c. 

Each of "these studie~ should. be br,oken down' by type of . 
industry and size of b llsiness ~stablishri1.ent, in. order to 
obtain 'more uniform arid collectible information~ 

For exampie, retail establishments of .similcir .size and qua.\fity 
would be contacted to determine what, if any, informatiop ·is 
'given t.:.o' othe~ retailers., if an employee is caught 'stealing\i, 
or if a shoplifter is apprehended and prosecuted; or if apar-' 

, ,t;.i~ular scal,U is being perpetrated within a' part:Lcular. industry 
or area~ 

70 

',," 

,-

-.....:..., 

.~, . 

". 



...--

• 

• 

• 

' . 
. ' 

• 
" ' -', 

• 

• 

• 

• 

, -

After analysis of this.. type -of information, ~uch analysis ' 
shouldhe"'-gi yen to the research group on statutory revision 
in order that they might engender' new statutory proposals 
in the ar~as of dissemination 0,£ -information among busin¢s's, 

. takipg, into consideration the constraints ilt1:e::~=E"a by law -
concerning t.he right. to privacy. ' 
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Recommendation No. 14: Identifying Mana~ement Techniques 

, Cognizant of, ,the increase in employee theft, and the need 
to devise prQgrams and,rp.odels to reduce Or eliminate such 
act:{vi ty , "a researCh proj ectis pr'opo,sed to det:ermine if, 
certain management techniques and oper,ational procedures 

.. have any appreciable effect in reducing' or el,irninating 
'employee th~f't. ' 

A proposed methodology has been outlined in, a joint : 
concept paper submit,ted to tEAA by the University of 
Minnesota and the American Management .Associations. A .. 
small portion ,is herein excerpted to focus on, some of the, 
variables th~t'may be considered: 

. ... 

• Basic attributes and characteristics of the 
organ'iza't'ional setting and the individual worker' 
describe different contexts with diffe'rent rates , 
of employee deviance. ?ome of these characteristics 
are: 

------ ~ -- ~ -~-

Organizational 

Size a 

Structure 
Production T'echnology 
~ork~flow Proces~ 
Nature of Ta$ks 
Competitive Posture 
Tenure/Age Distribution 

of Einployees~ . 
Unio,nization., Status 

- Worker Autonomy 

-- --ZJ~-'-;--~-

Age· 
Sex' 

" 

Education 

Individual 

Religion 
Ethnicity . 
Work Hist;,ory 
J?b Descr:i.ption 
Te,pure " 
Ba'sis ~f Employment--, 

, . 
',e Organizational settings. and individual workers can 

be more' pointedly" examin~d as to thedr' worJt operations 
and attitudes,' respectively., which are also . 
correlated' to,employee deviance .. Soine of these 
factors':are:, ' 

I 
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Organizational 

"DeviancePolicies 
Ethics of Superiors 
Social Legislation Record 

·Minority/Women Affirma-
, , .. 

t.lve Actlon ~ . 
Peer Group PressUr~ 
CompensatioI) 'Structure 
Supervisory Types 
Su~erviso~/Worker Ratio' 

'Promotion Rates 
Strike History 
Worker T.raining 
~e~form~nte Expect~tions 

Individual 

Job Satisfaction: 
Wages 
Work 
Supervls'ion 

--..... 
'.~~~ 

Promotional Opportunit.i,es 
Pellow Workers 

A,tti tudes Toward: . ',' 
Labor /Management ,Relations. 
Unioriization . 
Collective Bargaining 
Grievance Processing 
~ttention to W9rker Welfare 

., Beyond'these explanatory variables, 'the opportunity to 
indulge in deviance is 'a major conditional variable of 
specific inte~~st·to ,thisproj~ct. opportun~ty ~ill 
be measured with data on: " ' 

Organizational 
, ~ 

wciik'piow Mci~itori~i' 
Task Interdependence, 
Absenteeism Po,licies 
Hours Worked Per Week 
Money' (Access ;~rid . 
,Amounts) , ' 

Merchandise, (Access an'd 
Worth) , , \ 

Equipment (Access and 
Replacement Cost) 

'" . 

Individual 

Perception cif Job:Eormal±zat,ion-
Social Value' of: . , " 

Time 
Money 
Merchandise 
Equipment, 

L. 

The tendency, to deviance may' be amplffled--.ordimin.ished 
qy the quali,ty of social controls .which exist in the 
work setting. They will be assessed with data on: 

Organizational' 

Pormaliza'tion of Task's 
Security Division" 

Activity ,f 

Internal' Audit C~ntrols. 
Negative Sanction Rate~ 

/ 

..... 

Individual 

Pe,er Group Sanctions 
. 'Perception of Sanctions:' 

Ce;'rtainty 
Severity 

,.',:. 
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., NATIONAL DATA BASE* 
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* The following reconunendq,tions 'areextra'cted from a concep,t 
papet submitted to the.National'Cri1nanal Justice Inform~ti6n 
and sta.tistics Servic.e ,May' 25, 1977 .. , 
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Re,cornmendation No. 15: I Da'ta Base 
--~~~~r-----~~~--

! 
statement of the Probl 

{, 

I 
\ I 

IJ ~s wel~/~nown that,~va~lable s~atistics of the incidence 
,an\d eGon0.ri~ impa,ct, <of "I1oJ;l-:"io~ent"?1 cri' es against busi­
ne~s, by /whlch we, mean shopll~tlng, fraud!? f', all ls.inds, 
ernp.1"oye¢ theft of all. kinds - :i,ncluding e ezzlement, 
vandc'<lism and sabotage -- are' ,gravely' inaldeq ate. Every . 
investigation, including o'ur O'I'ln, concluded ,t:hat ,the majority" 
Of~suchc~imes are no~ r~ported to ,the crimin I j~sti6e ~ys­
te~n. In many cases, 1 t 1S by :po means clear wether or not 
a crime has been committedj all that is known :i!s that inven­
tOfY ha-s been unaccountably' lost' or' proper'ty de troyed or 
da~aged. The nature aridceconomic consequences 0 non-violent 
crimes against business is, ther~fore, largely'u known, 
dekpite mimy "informed estimates .. '1' However, t~her~is good 
rekson to believe'that the ·total cost'is in the $:10:-$40 billio'll 
iange. GiVen that the ~conomic impact lS, ind~ed;\yery large, 
th'e question· then remains ,as to whethe,r it is, worth\ invepting " 

'cons,ide:rable Sl~ms' of money in a sophis£i:cated effort to com- " 
pute more precisely the exte'nt of the problem.. , - . \ ,.' ('" 

There 'seem to be sev~ral imswers to this question. Arstl~;~ 
we'neeq to,kl!0Vl the magr:itude,C3:nd the e,~fect:~, on bu~~r:esses 
and communl tles" of varlOUS types of cr.lme Wl th suffl.c'ient 
precision, tc: make ser:sible judg~ments a.S to which of t~em, 
iphould rece-J.-vewhat lnves'tment In counter-measures. 
,~econdly, we ne~d' to b~'able to meaSure ~rends,so that ~e 

. . -'". \ I • 

can: (a) change the allocatiqn of resourges to bQunteri g 
di,ffer'ent types of crime and (b) measure the eff~ctivene 5, 

at a macro level, of cQunter,-active measures~' Thirdly, w 
need to know the relative i~cidence of var{ous ~oims of 
anti":businesSi criminal ,behavior among the population and't e 
characterist-.f:cs of. per,sons who commit crimes against busi-

,ness ,'in or~er' to make 'rational in~erences a"bput motivation\ 
, ,anddeterrerice. These answers 'can' all be summed up in the \ 
,pnras'e: "P9licy guid~lines." ' Just as accllrate\ statistics \ 
regarding crimes against the person are ne6i1ed\to inform: \ 
pOlic~ in: dea~ing wi tt: thes~ crimes, so ac~~ra\te ~ta t;~stics '\' 
on crlrnes 'agalnst buslness are needed to gUlde p,ollcy In 
~hiS ~rea: too., , , . '. . '\' , \ 

V 'i.e., non-violent as regards·tre person 

. . 
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It emerges fro.m this statement of the problem tha.t we heed' 
info~mation abJ)ut the crime, the victim and. the . offend~r ~ , 
just as we do in,studying any otherforril 0f criminal 
behavior. Therein, however" lies a difficulty peculiar' to 

'non-violent crimes.against bus.iness~· While' an organizat:Lon 
could reasonably expect to obtain a'· good reading of, say,' 
inventory losses attributabl.re to ciimina~l aGts (as distinct 
from, legitimate discarding.ff items because oE wear', break­
age, etc.) it is by'no ~eans an easy task to identify how ' 

. the 10Eis tOOK place andoft.en impossible. to identi,fy cul­
prits. Characteristics of convicted offenaer~ (or ~f 
persons who conf:ess' to a criine but 'are not prosec'uted) and, 
the modus operand;[ used by' thes~ known o.ffenders are by no 
means nece.~'sarilY typical' of the offender populat'i,on 
(assuming different "popul.at10ns" for different c.rimes); 
app'rE~hensions are t.GO .few and' investigative. techriiques 
generally too' p'oor ~or one to have' any~ confid~nce' in such 
data. . ... 

, .. 
In the .retail trade there 'is a'particular difficult~,. namely 
the separation of losses due·to e.mployee·theft from those 
due. to shopliftinq. , Separation of these is importa;nt '-, if 
the statistics .6f loss attributable to criminal acts are to, 
be irlterpreted in ways tha,t can' in·fluence policy. 

Finally, it has to be recognized t'hat certain' types' of non­
violent crimes against business may be,· by thei~'very nature! 
beyond measuremeJat' from the ·actualor poten'tial victims' 
records, in thes~nse thaf one can never know how much crime 
has been s~c6e~sfully hidden. ~hese ~re the crim~s of • 
deceit, particularly em.l3ezzlement or: commercial bribery. 

0". • • .' . 

For these reasons, we conclude that::' 

, a. 

p. 

. ,1 
we cannot rely solely upon an organizat,ion' s 
records, 'even if the data ~ere obtai~e~ and" 
the records maintained in the best "st'ate of 

. the art'.. manner 3~ and. therefore; 
\. 

we have to create and install new d?t~ capturing 
and recording procedur~s in organizatlons ~ithin 
·an.y proposed sample of reporting organization's, 
andi" 

! 
. . , 
" I 

75 
• '~:,i. 

" t 

~~~·1 
~. ~ 

,;t. '., ' 

.. 

J.-



• 
.. 

\. 

.' 
" .' , 

.. Co 

"\ .. 

" • 
, 

• 
\ 

• 

• 

~7 
/ 

.:. '..J 
,I 

f 
c. we have to ,interview individuals, using some 

procedure for obtaining voluntary and non­
identifiable "confessions" of va rio tis non­

,violent crifuinal ~cts. ' : 
c V . ' 
'\ '. 

,;bj ec·ti vks. 
1 
I. 

/ 

In consequence I this 'proposal' is for an essentially explora­
tory study into a treach~rou~ area of data coll~ction; 

", analysis =and".icn.t.erl~retation, with the intent 'that th~ put­
come will b,e a· procedure for obtain"ing ac'ceptably valid 
,statistics, in al! 'on-goins pr.:dcess for measuring: 

1&' the economic effects upon business', of various 
types ot~on-viol~nt crime directed against the 
or~anizations;· . 

• tHe ~c6nomic and social ~onseq~encesofspch 
. , : ,crime; 

., the frequency and nature of such crimes; 

(lb. the ,proportions of· the rel~vant ppp~lation(s) 
who cpmmi t ceFtain types of, crime in cer.tain 
peri?ds of:time;-
. i ...., 

G the?emo,graphic (an~ pe:::haps othe~ characteristics) 
of o%fenders co~pared,~lth those of the relevaht 

,population (s,). ," -....:..,.'0.,' 

A~suming that'at the end. of :the proposed work a valid 
methsJdc510gy has been found for obtaining the requi:I~ed data, 
the ultimate goal would be. t,oinsiritutionalj.ze. the procedures 
in an, on-going program.'l'he infention is' to be in a position 
to launch such a·program in about two and a 'hall-years from 
the start of the" stUdY'. " 

, , 'Methodo~ 

Organizational Statistics 

" -. 
The proposed methodology is based upon the concept.of sample 
p'anels I reporting over a period Q'f two to three years. This.' 
apprc;>ach ''1t s . a~r,eady. used Ml the Commercial ViGtimizati~m' . 

: Studles iearrled o~t by.th~:Bureau pf the Census for the 
\.,Natio~~;i..~ina~'JUstice !Information and Statistics Service) 
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for measuring incidence of armed robbery and burglary. It 
seems most cost-effective to use sub-samples drawn from the 
existing commercial victimization panels to develop the 
methodology, proceeding through a series of smnll pre-pilots 
and pilots until the investigators are sufficiently confident 
in their data gathering and recording techniques to enlarge 
the data base to a full-fledged field trial. We propose 
that the Bureau of the Census, again, be the field arm of 
the study. 

It does not seem practicable to set firm sample sizes at 
this point. Neither the costs of data collection nor the 
variability of the data are known, so that the values of 
the two parameters essential for efficient sampling design 
are missing. We propose that the details of the design, 
including the size and allocation by area, etc., of the 
final sample for the field trial, be worked out as the data. 
from the small scale pre-pilots and pilots are analyzed. 

For the preliminary investigations, we propose (again tenta­
tively) a sequence of organizational samples, drawn from the 
existing commercial victimization study panels, of twenty­
five (25), fifty (50), and two hundred (200), spread over a 
period of twelve (12) months. A schedule of tasks will be 
found below, with appropriate starting and ending points 
for working with these samples. The large-scale field trial 
would commence about fifteen (15) months after the commence­
ment of the study with a yet to be determined sample size -­
perhaps one thousand organizations spread over, say, three 
ccmmunities of differing socia-economic and industry-type 
characteristics. 

The objective of these various stages is: 

a. to develop a data capturing methodology which 
will be practicable in different organizational 
environments, economically feasible and producing 
acceptably valid data; 

b. ascertain the costs of obtaining such data and the 
variability of the data, in order to design both a 
large-scale field trial and at least the outline 
of an on-going data collection and analysis effort. 
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The major problem to be addressed for the organizaticna1 
component would seem to be how to obtain valid data from 
each sample unit. (NOTE: Units should not be selected 
because they have, presently, good records on inventory loss, 
apprehensions and the like, since this would induce biases 
of many kinds.) We propose that the invef?,tigators either 
install new data collection and maintenance systems for 
measurement of loss (inventory control, financial control) 
or, more feasibly, modify existing systems where they 
appear to be deficient, to ensure reasonably good record 
keeping. Here the investigators can start with certain 
well-tried systems and then improve and modify them to 
individual circumstances. Specialist consultants will be 
needed to ensure that the best systems are being employed 
and it should be noted that AMA, as an organization, is 
highly knowledgeable in the areas of inventory and finan­
cial control systems. The investigators would need to 
'conduct a preliminary study of the systems in place in the 
selected organizations in order to determine whether new 
systems or modifications to the existing systems were 
needed, and if so, of what kind. 

These control systems will provide data on identifiable 
losses. with respect to inventory, including inventories 
of tools, work aids, equipment, etc., as well as stock (for 
sale or shipment, parts, semi-finished and so forth) we can 
anticipate fairly accurate figures of non-legitimate loss, 
if "state of the art" systems are employed. Losses due to 
embezzlement and internal fraud are much more difficult to 
detect and while data should be collected, it has always to 
be remembered that successful financial crimes are never 
detected. 

The breakdown, in retail establishments, of criminal loss 
due to shoplifting as compared with employee theft is 
another difficult area; while we would ensure that control 
systems identified particular areas for which losse~ 
occurred (delivery, stock room, merchandis;ing shelves or 
display, etc.), there is no satisfactory means of ensuring 
that really valid data have been obtained. 

Much ingenuity will have to be used in developing even 
state of the art systems to meet· the unique needs of the,. 
project. As stated, specialists in these areas would be 
involved at the outset in order to develop a practicable 
method for non-specialists to recognize inadequ.;lcies in 
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any existing system and determine what to do about it 
(hence the need for extensive piloting and the field trial). 
Obviously, it would be hopelessly uneconomic and unrealistic 
for experts to visit every site in an on-going nation-wide 
data collection effort. Before that stage, it would be 
expected that a standard set of procedures had been worked 
oht so that an organization, with minimal aid from the 
surveying organization, could set up an appropriate system 
without specialist intervention. 

Once an appropriate data collection and recording system 
was installed, the reporting to the j~vestigators would, we 

::propos~, be by mail. During the pilot'stages there would be 
very considerable involvement of project personnel in order 
to continuously monitor and modify the process, but for the 
major field trial there should be minimal intervention, 
only occasional monitoring visits. At all times, however, 
consultant services should be available to deal with any 
problems that may arise in operating the systems. With 
increasing experience, these should become less and less in 
demand, but some capability should always be maintained. 

So far as reporting frequency is concerned I this should, 
where possible, fit the organization's usual schedule. 
Certain types of inventory should be recorded daily, but 
for purposes~of the initial development of the procedures, 
a monthly return would be adequate. Financial control reports 
that would be relevant may not be feasible on so frequent a 
schedule. This will have to be explored in the field. 

An aspect of the procedure .. ~should be mentioned. The very 
fact of improving ,controls is likely to impact the very 
variables one is trying to measure. Eventual national 
estimates of the effects of measurable crimes against busi­
ness are likely to be conservative, therefore. There is 
lJttle one can do about this effect of the observer mOdifying 
~,::lat is observed, except to make changes unobtrusively. The 
decision has to be made wheth~r to use accurate statistics 
from organizations with somewhat above average control sys­
tems or use inaccurate statistics from more typical organiza­
tions. We prefer the former, since at least trends are 
likely to be valid and we do not anticipate the effect of 
the superior controls to be so large as to seriously distort 
the picture. 
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Individual Statistics 

The objectives are to estimate the proportion of the rele­
vant population (let us say from twelve onwards) wh(~ have 
committed a particular crime or crimes within prescribed 
intervals, to estimate the magnitude of the offenses, in 
dollar terms if possible, to identify procedures and to 
relate these data to such individual characteristics as 
can conveniently be measured: sex, age, marital status, 
educational status, socio-economic status, race, whether 
currently employed or not, and if so in what type of 
employment, and so forth. From these data would emerge 
estimates of the economic magnitude of crimes which the 
organizational study could not necessarily identify, modus 
operandi, the extent to which criminal behavior has per­
meated society and a demographic profile of the perpetrator 
of various kinds of crime. 

When dealing with individuals there are several apparent 
options, such as, for example, interviewing employees in 
the same organizations as are used for the organizational 
statistics. For research purposes this might be feasible 
but for on-going data collection procedure, it presents 
far too many difficulties. In fact, it would seem that 
there are two practicable sampling approaches (probability 
and quota) and two information gathering approaches. 

Sampling. With respect to sampling, the better approach of 
the two is to use conventional probability sampling tech­
niques to identify a sample of persons representative of a 
population aged, say tweleve years and upwards. The pro­
cedures of multi-stage stratified probability sampling 
normally used by the Bureau of the Census would be appro­
priate. 

Respondents would be asked to relate details of non-violent 
crimes against business they had committed i~ various time 
intervals and. that they knew about (see Ulnstruments" below). 
However, the data collection instruments would have to be 
mailed back, with a number of devices built in to ensure 
anonymity and, furthermore, to make it self-evident that 
the return was anonymous. For example, the respondent could 
select the particular form(s) and the return envelope from a 
set I to avoid the possibili tie's of their being coded in some 
way_ There would also have to be a formal statement of 
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confidentiality. Local university sociology resear.ch 
departments might be the'appropriate vehicle for the con­
duct of the field work; they would have more credibility 
in guaranteeing confidentiality than any official govern­
ment body. 

As in the case of organizational statistics, we propose a 
series of pre-pilots and pilots of the entire procedure. 
Again, we are not in a position to estimate costs per unit 
of data or the variability of the data, at this point. 
We propose development of both sample and instruments via 
a series of small (25-30) sample studies, with a final 
pilot of 200-250, and a large field trial of perhaps two­
three thousand individuals. 

There is another approach to sampling which should be 
considered, even though it lacks the rigor of the conven­
tional probability sampling; it is often utilized by market 
research organizations. In the present instance, it has 
one advantage over probabili,ty sampling, in that it is not 
necessary to call upon an address, thus raising the 
respondent's suspicions that, despite all evidence to the 
contrary, he/she can somehow be identified. 

The procedure entails matdrilng a sample to a set of inter­
laced "controls", such as sex, age, socio-economic status 
and race, for example, and geographic location. The sample 
is representative, in proportional terms, of the population 
it is designed to represent, with respect to the control 
variables. 

While this would be decidedly a second choice, it is presented 
as an alternative approach,in case the probability sampling 
approach fails to achieve adequate response. 

We again propose using the Bureau of the Census as the main 
survey organization, with local universitites as "field 
offices". 

Instruments. The purpose of the instruments is to extract 
a valid record of past non-violent crimes against business 
from individuals in .the suggested population. Essentially, 
it seems that one can ask a series of direct questions or 
use some (apparently) more sophisticated technique such as 
that developed by the Mid-Atlantic Research Institute 
(funded by NCJISS) in which cards (describing various crimes) 
are sorted into "Yes/No" boxes, and respondents are also 
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measured by a veracity test. Whether this latter technique 
is valid seems open to question, but it does not seem 
unreasonable to assume that individuals will confess to 
crimes if they are not in any fear of sanctions as a result. 
We propose an investigation and evaluation of Mid-Atlantic's· 
method and, as stated, a series of small scale studies to 
develop the basic concept of measuring crime by asking 
potential offenders. 

82 



'.' 

• 

• 

• 

' . 
• 

• 

U" 

••••• f"l 
k, 
I;), .... ,.' .>9 . , 

., 

!.? 

COMMUNICATIONS AND INSTITUTIONALIZATION 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

COMMUNICATION AND INSTITUTIONALIZATION 

Recommendation No. 15: Economic Crime Institute 

The Concept 

Communication is key to controlling crime against business 
in particular and economic crime in general; communication 
of statistical data, of research findings, of education 
and training programs for business and law enforcement, 
etc. There is need to distribute economic data and method­
ological data--how to reduce crime against business by 
improved controls and management policies and procedures, 
by improved cooperation between the business and criminal 
justice communities, by changing criminal statutes and the 
processes and structures of the criminal justice system. 
But to bring this communcation about we need a network that 
distributes information to business, to criminal justice 
agencies, to the general public, at local levels l and a 
central, coordinating and stimulating source. Our recom­
mendations, as summarized earlier, are therefore to 
establish an Economic Crime Institute as the coordinating 
and stimula·ting central source, and using a voluntary network 
of already existing organizations at state, county and 
municipal levels to take the economic and methodological 
information and output of the Institute and utilize it, 
or see that it is utlilized, at local levels, where it can 
be effective. 

The Ins·titute would: 

• Initiate research projects in the areas of 
asset protection, investigative techniques, 
criminal statistics, criminal justice system 
structure and process and so forth, as they 
relate to economic crime. 

• Conduct literature searches to create a 
"state of the art" awareness of other 
researches and practices relating to economic 
crime. 

• Make recommendations/design programs in 
accordance with findings from its own or 
other studies. 

Coordinate economic and incidence data from 
the national data base, the econometric study 
and other sources of statistical data. 
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• Disseminate recommendations, programs, qnd statis­
tical data to organizations at state, county and 
mu~icipal levels. 

• Provide technical assistance in the utilization 
of information. 

• Encourage the growth of the proposed information 
network. 

Some early activities would include: 

• creation of a series of public service announce­
ments for use throughout the country and integrated 
with local campaigns against business crimes; 

• 

• 

• 

• 

design of a national logo for use throughout 
the country 

development of a series of monograph , pamphlets, 
and fliers to be used in a public educatiop program; 

development of "kits" or packages of information 
that 9an be used by local groups. All of tpese 
products should be modular and flexible to permit 
use by different kinds of organizational structure; 

a d!,:)cumentary that includes an overview of the 
problem of economic crime,' its costs, causes, and 
possible solutions and their impact on the consumer 
and society. 

The policy of the Institute would be set by a Board of 
Directors representing the various components of the 
criminal justice system, private security, the business 
community, organized labor, and consumer and citizen groups. 
The ,.staff \vould consist of a Director and a professional 
staff with skills in management, communication, training and 
social science research. 

The proposed Institute on Econ'omic Crime would look to a 
combination of sources for its funding. Business, as a 
recipient of many of the services of the Institute, would 
be looked to for support. Specific research and demonstration~. 
projects should be funded by Federal and state governments, 
and business organizations that have a major interest in 
the area being investigated. . 
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As the Institute matures, much of its research could be 
financed by those businesses that are direct'ly affected by 
the work. It would be the function of the Institute to 
develop the programs in conjunction with the organizations 
that plan to use the material. Thus, information would flow 

r' both to and from the Institute staff and into the communi-
cation network. .. 

The communication that the Institute would foster and supply 
would, as stated, beat stqte, county and municipal levels, 
although it would incorporate national organizations as 
welL It would include organizations representative of: 

• Business, e.g., Chambers of Commerce, Rotaries, 
Kiwanis. 

• Private security. 

• Criminal justice, e.g., State Criminal Justice 
Planning Agencies, state and local police, 
Citizens Crime Commissions, state and local bar 
associations, local branches of the National 
District Attorney's Association. 

• Organized labor. 

• Consumer/citizens, e.g., local branches of 
American Federation of Women's Clubs, religious .~ 
groups, PTA IS. 

The Program 

In order to create the Institute and the corresponding 
network, we propose the following program: 

• Hold an Economic Crime Forum, probably in 
Washington, D. :g,., preferably of;Eicially 
spon$.pred by the Federal Government (in tne 
form~'of a White House Conference) but certainly 
with government backirig and the guaranteed 
presence of the U. S. Attorney General, the 
Director of the FBI and other very senior 

appointed members of the government. 

The short term goals of the Forum would be: 
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• to create a national awareness, via the 
media, of the. problem of econdmic crime; 

\III to demonstrate the urgency of developing 
and disseminating programs that address 
the problem of economic crime; 

\III to suggest a series of manageable pilot 
projects that the various participant 
organizations could conduct or sponsor. 

• 

• 

to lay the foundation of the Economic 
Crime Institute and information network 
described above; 

to nominate from the attendees, membership 
of a National Economic Crime Council, the 
purpose of which would be to give oa-going 
policy guidance for the formation of the 
proposed Institute and network. 

We see the long-term objective as the control of economic 
.crime by means of the Institute, 'its programs and the 
information and disseminat~on and utilization network. 

The following organizations are typical of those we would 
invite to the Forum, but the list is by no means exhaustive. 

Business 

American Management Associations 
Chamber of Commerce of the united States 
Better Business Bureau 
National Alliance of Businessmen 
National Retail Merchants Association 
American Society of Retired Persons 
American Institute of Certified Public Accountants 
Various other industry groups 
Other retired executive groups 

Consumer/Citizen 

Citizen Crime Commissions 
Common Cause 
Civil Clubs (JCts, Kiwanis) 
Junior League 
Public Interest Groups 
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Consumer/Citizen (continued) 

Labor 

Public 

Private 

State Consumer Agencies 
League of Women Voters 
Urban League 
Insurance Women 
American Federation of Womens Clubs 
Religious/fraternal groups 
Senior citizen groups 
PTA's . 

AFL-CIO Social Services 
Coalition of Labor Union Women 
Teamsters 
United Mine Workers 
United Auto Workers 
Local and regional labor groups/ 

federations 

Law Enforcement Assistance Administration 
National Conference of state Criminal 

Justice Planning Administrators 
state Planning Agencies 
Criminal Justice Coordinating Committee 

I~' 

American Society of Industrial Security 
National Crime Prevention Association 
American Bar Association 

( ~) 

National Council on Crime and Delinquency 
National Association of District Attorneys 
International Association of Chiefs of Police 
National Legal Aid and Defenders Association 
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We envision that the Forum would require about a five-month 
planning effort, divided into six stages: 

• First stage - the formulation of an agenda 
and speakers; 

• Second stage - the selection and invitation 
of participants and telephone follow up; 

• Third stage - the preparation of conference 
materials; 

• Fourth stage - logistical arrangements in 
Washington, D. C.; 

• ;E'ifth stage - running of the Forum; 

• Sixth stage - follow up work for the formation 
of the Council, communication network and 
groundwork for the, Institute. 

Following the Forum, a task force would be appointed to 
complete the design of the Institute and the network, 
and establish funds for its creation (with the fund-raising 
aid of the Council, which would also set policy guidelines 
from the outset). 

Sometime after the Forum, the Institute would be formally 
established and staffed with a small professional research 
and communication-oriented staff, and a Board of Directors 
drawn from (and by) the Council, which could then voluntarily 
dissolve. 

Soon afterwards, the information network would be finalized 
and brought "on-stream" by beginning a series of local and 
regional conferences, b;ringing all the concerned organiza­
tions and agencies together, sharing problems and disseminating 
ideas on strategies for controlling various forms of'economic 
crime, including, of course, the specific crimes against 
business that the present project has been studying. The 
design of those conferences would presumably be the 
responsibili'l:.ies of the Institute, possibly with the aid of 
sub-contractors and funded, in part at least, by Federal 
sources. 
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Deputy Assistant AdMinistrator 
Office of Regional Operations 

Director 
PrograrnEvaluation and Monitoring Staff 
Office of Regional Operations 

LEAA GRANT APPLICATION: I0405-99-DF-76 

TITL.E: OF PROJECT: Crimt!s Against Business, A National Action Plan 

GRANTEE: American Manaflement Associations (Atotl\) 

GRAtlT· PERIOD: August', 1976 to July :31 ~ 1977 

LEM SUPPORT: $300,000 

TOTAL PROJECT AMOU~rr: $333~659 

I. Project Information, 

A. Purpose Statement 

The principal purpose of this 9.rant is to develop a strateoy 
to counter criMes ao~inst business, to develop aporopriate 
attention to these crimes, and to enQender the cooperation 
between law enforceT'l'cnt and business that 15 required to 
accomplish these ends. These are the crimes for wh1 ctl there 
hi little data, l! 1 act< of 1 aw enforcement attention an!.'! 
experience, and in which, for the oost pal"t, disposition and 
offender treatMent are handled by the individual businesses 
alone. the crimes include arson, bad check fraud, credit 
card fraud t embezzlement. shopl1 ftinCi, e~loyee thc-ft, 
insurance fraud, computer fraud, etc. Al thou9hnon-violent 
and oft~l' undetected, these crf!7les are,;: not victimless j even 
more ttp'cifi1\!:he particular blJs1n~ss tarflet~ the true and 
ultfma\e vlctilT' is the citizen who pays the cost of these 
crfr.es ~~rough increased prices and reduced services. 
Cw.r:)(malt deve 1 opmentsi h this project w111 "nc 1 ude the 
follOWing: 

1. Reconv.ended deoonstratfon act1ort~prot'lrams, each to iroler.1cmt 
strategies throuoh which the business cor.munity anc cr1ninal 
justice systetn can cooperatively adc!ress particular crines 
and dimensions of the overall pr~le~ • 
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2. .A recomnended progr~fl1 of comun1cation between. business, 
law enforcement. and the general pubHcthrqu¢l*,hich the 
importance of redocfnu these crimes is recognized as I!J major 
httherto un~ddressed cost to the public. . . 

3. Recor.1!lended operational requirements for a data collection 
. 4lhd statiStical system th'atwi11 J)royide the basis for 

measuromcnt lind analysis of these crirns in the ftiture. 

4. RecOOllended research proqra~ . for a grelt,t~r_unde"tandfnQ 
of the nature of particular trirnes and criminals. 

5. Recommended strategies through whtch the n~mentum and visi­
bility ach1e~ed by the initial grant-supported cooperative 
efforts of bus1nessand law enforcement can be roa1nta1ne~. 

Although this initial project is a program plann1ngand 
generatfonal effort. it henv1sfoned that the program that 
will be developed w1111nclude 1 ns truct1 on and assistance to 
businessmen on prevention of specifie crimes. on how to 
behave and noU fy law enforcement when they occur. to law 
enforc;ement on how to tnvestigate alid prosecute. The priMary 
products of the initial grant w111 include defItOnstrat10n ~ct1(1n 
p~ram designs. training requirements for prosecutors. police, 
and businessmen. a public information proQram to convince the 
citizen that it is he rather than the businessman who is the 
real victim. and f'E!Quirements for statistical systems and . 
~search to "improve the understand1nqof the crlmesand counter­
measure strategies. 

The grant ",11 1 produce a series of reports embodyi nq the above 
through Pleans of staff development and the exploitation of 
selected panels of representative leaders of business an{f 

. criminal justice. 
/"~ 

B. Methodoloqy 

A small staff w111be established. A sr.\l'illsteer1.nQ c()r.1nittee 
composed of representatives of thebusfness segments and law 

. enfortement that are principally involved will advise the staff .' 
throughout the plann1rt9 and design. later, a Program Operations 
Groupw111 be organized .into 10 to 12 panels "to de~l with specific 
subject areas. Each panel w111 be provfrled sta.ff papers defining 
issues and present1nQ the available facts rehtfng to the subject 
area of panel concern .Pahel 8(;ti vf ty wl1 1 bes.tructured and will 
have specific objectives to prov1derecOOJ'nendatit)hs and designs for . 
action. Finally, criteria for s~lectior, of der.:onstration commu~ . 
n1ties to carry out particular actionplans~(i11 ,be desi(med. . 

i::'J 
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",The products wHl be a seMes of reports on the specific sub.1ects 
with action recor.r.tendat1ons. In addition t reports. will be Fladp 
of findings that rPsu1t from staff fesenrch. 

c. SlIft'r.1ary of State-of-the-Art in Program Area Proposed 1 n 
&p]icatton 

1. ResPQnsibi11$l. 

There 15 less known about the subject crimes against 
business than about any other crines. So few are handled 
by the agencies of criminal justice. the extent to which 
they appear as parts of regular crime report1nq syste~, 
if they appear at 811 f is so smDll compared to the actua1 
magnitude, as to be unusable. Few prosecutors and fewer 
police have had an opportunit,yto develop any experience 
with/enforcing the laws relating to these crines, therefore 
data on cri~nal justice response is skimpy. 

Tn July • 1975, the NationlflRetail Merchants Association (NRMA) 
representing deplrt~nt stores with 41mcnber conranies report~1 
an-inventory value loss for the year to crtl'l1es of over S2 billion. 
In a survey ~f Nm~A thp. responding conpan1es reported apprehend-
1n9 96.963 persons for shoplifting. Few of the losses wern due 
to burglary and robbeljl. The reliability of this estil'late is 
questionable due to the undisciplined collection of data; however, 
if close, it indicates an even greater cost to the public, for 
NRf-!a. represents only a se~ent of the departr.ent stores and 
thereby only a fraction of the retlti1 industry. . 

The prevalent books on the subject qener-ally have been 
written by successful (and otherwise) investiqators that 
provide only anecdotal information on types of cri~ and 
approaches used by investigators. fidd1tional infof'Pat1on 
may be found in security textboo,ks, but these too have little 
data and are not given great c~dence by the leaders of 
industrial security. 

The American Society for Industrial Security (f;SIS) .15 
the leading professional association of security managers. 
mainly those \!Ihn are personally enployed by corporations and' 
institutions of all types. In a recent survey of its fnp.!i.bers 
the question was asked; jlWhat problefl} do you consider to be the 
most important one that you will have to face in the next five 
years?h Thirty-four percent responded that employC!e dis­
honesty would be most important. far more than any other 
s1nf11e item. There is rnm:h knowledge in the ranks of the 
private secur1~professfonals, but little of this is 
quantified; organfzedand published, :or effectively 
"cO!m!Unicated to other security professionals. [VenNlre 
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11'r1'ortant, the 8I"1Emc~t!!s of criminal justice have little 
contact with the prt)bleM. The Oepartment of Comerce 
esttr~tQS that over ~24 billion a year is currently beinq 
lost to crimes .against business. Other announcenents tlIised 
the figure to $40 bl1 11 on • Neither nunbel" has .much basis, . 
but the fact that such estimates are qiven hi!7h' credibility 
indicates the impression that prevails amon~ those who are 
closest to the problem. 

In Qenera', there is little organized and tluantified 
knowledge. A major objective of this project is to point 
the way to obtainfnq such knowledge. 

2. Activities of .lFAA and Others in Uo)"" of this. rlat3re • T . 

In 1910 a $10,000 9rant was awarded to the Univp.rsity of 
Uta~ to 1nvest1qitte certain characteristfcs of shopHft1nQ 
(70-Nt ... 99-6514). Thft report is of~1nor value to this project. 

In the area of criminal d1 stribut1 on (f<!ncinQ) a n!!\'l ffl-lnUa 1 
on coJ'1batt1nu fencing ha$ bElen developed and a number of ORO 
organized crime d1$cret~onary proqra~$ have accomp11sherl 
excellent result$ in dQvelopinq specialized capability for 
law E!nforce~nt investiliat10nand pros~cut1on. however, even 
tlore can be done 1 n the area of eneoura (11 nq h.ones t bus i nessrren . 
to MOnitor the participation in fencino by. dishonestcomretftors ~ 
or of rnanufact~l"S and wholesalers to Jllon1tor the diversion 
of their products to illic1t market1YlQ channels.. tn 1974. 
NILECJ funded a stUdy of fendn,., .tlhi ch thouqh concentrat1nfl 
on offender practices, 1nvest1gat1on~ and prosecution, included 
the 1ntent1onto study the relation of fencinl'.l to hone$t 
businessPlen. The report has just been rece1veo. 

There has been no other work by LrA.a.. unless throuQh unknown 
block 9rant sub~qrants, in (lddress1na the particular cr1fl1es 
that are the subject of this application. 

Some non-Govern~cntalaoencies ·have been active in the area 
of these crimes aQa1nst 'business • These activities are 
almost entirely l1n1ted to thn ~ecurity branches of industry 
aSSQciations. Such associations as the National Security 
In~ustl"ies Association (USIA) 19 the National Retail Herchat'lts 
Associ ati on (r'!~1A)19 the Amari can Bnnkers Association (!'~I~), 
lind others have dovoted annual meetings todiscusst£!cnnical \ 
legal. and ot.tter developments in their ar~as of COf1c~m and 
compare.experiences. Th(1 ~jnr specialized securityassocia­
t1on. covering all types of institutions and 1nrlustries ~ h 
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the American Society ,for Industrial Security (AStS). ASIS 
conducts specialized seminars, and develops instructional 
materials for its various industrial instituUonal cifv1s10ns. 

Recently NeeD becar'c interested 1" e1l1Ployee theft which it 
calls "workplace cr1me ll and sponsored a short conference on 

, the subject. This effort appears to be relatively we.nk and 
!hallow. 

, There are three periodicals published that occasionally 
have articles pertinent to cr1j.~s agninst business~ Security 
Management (ASIS). The Nielson Report (credit card fraud),. 
and Security World. 

It f$ expected that the Qrantee will utilize the results 
of the UIlrCJ research rr~nt1oned above, and wf 11 conduct 
8 t~orOu9h literature search 01'811 wr1t1nns in the field. 
7n addition. Ar'A's own experience in studies of co.'!'!puter 
fraud "will be of value. Finally t all rrajor indlJstries wl1l 
be requested to provide! rep~sentl'1t1ve leaders for t."e 
specialized channel.s. 

o. Relationship with Related Proqrams in Other Interested L!w 
rnforcement and Criminal Justtce Aijencies,. . 

1. Respons1b111tX. 

Discussions have been held with the Department of COMMerce, 
the Small Dusiness P.dr.linistrat1on s and with the Crif"linal 
Division of the Depart~nt of Justice. JlJthOUflh each of 
these three agencies have sor:e effort in this area, the 
al~~st COMPlete lack of funds severely 11~it these efforts. 
Each agency 15 loofdn~ forward eagerly to cooperate with 
lfAA in this pror,ram. Throu~h a srecial condition, the 
grantee is required to invite selected Federal a~er.cies to 
participate in the appropriate panels that win be established. 
It is my intention to assure that at least one representat1v~ 
of each of the three receives an invft(!tion. In andition. 
copies of progress reports \·till be forwarded to the agencies 
whenever appropriate. 

2. Related Activities of 0ther lEAA Offices and Proqra~s. 

ft. 0rc:-anhled Crime flrograp" (ORO - Enforcement 01 Vision) 

This proqran deals with a nw~er of cr1~es aqainst 
business. 1nclud1n9 econor1c crf~s a~a1nst ~us1ness. 
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Therefore, cargo 'theft, scam operations, and bant:ruptcy 
fraud and criminal distribution (fencing) will be considered 
only to the extent that they do not involve ma30r er1mes 

. nnd organized crime activities. Caf'9o theft and seam w111 
not be considered at all. Neverthelp's$. it is planned 
that communications and reletfonsh1ps be close between 
the two programs because of thp.1r slight overlap and 
the hopes that methodologies developed in one will assist 
the other. 

This project concentrates heav11yon cons~er fraud of 
various types. fts such. it is often concerned with 
criminality by unscrupulous bus1ness~en against their 

I customers. therefore it provides a balanee for the tfM 
proQrafYI in that lfAA will now be givinq attention to crir..es 
against consur~rs as well as to criMes .against business. 

Prosecutors are expected to play an 1f11\lortant f'l)le in 
counteriil9 crimes against business. H1thout doubt, a 
product of the anticipated qrant effort will be a 'traintnq 
program fC1r prosecutors t(} deal with crimes 119ainst business. 
This will require the active participation of selected 
skilled prosecutors. Experience qa1ned in the cri'tn1nal 
consumer fraud program wl1l be valuable here. The grant 
application indicates that an outstand1nq prosecuto~ 
(Harry Connick of r~etI Orleans) will serve on the steerinq 
committee and that a representativn nur.ber will be included 
on the various panels. 

c. tlCJISS Statistical PlBnn1hq. 

It is intended that UCJJSS will be kept cOMpletely informed 
of progress on the project, nod that representatives of the 
statistics service \"ill be consulted during consideration 
of future data requ1rc~nts. 

d. NtlECJ Researeh! and Oe~elo~nt .. 

It is hoped that in addition to the project (~nt10ned 
previously) on crimina' distribution ("encino) tf1at the 
Inst.itutew11l participate throu~h a designated rnscarcher 
thatwf11 be involved with the planning PJ"tlcess eT1visfoned 
by this grant. 
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3. Persons Outside of LEliA H1th \lhotn This rroJect P.as Bee", 
l'ffibjssed. to e, ' I .. 

II. Joseph Rosetti. Corporate Director of Security - IBH 
Corporation. ' 

Mr. Rosetti approached the Acim1nistrator and the Grant 
Bana~er wtth a request that lfJlJ\ enga9E! in a PJ"O!1ram of 
this type. tlJ)en this proposal was described, he 1ndicatoo 
that it was very close to what he had in mind. The 
appl1c~nt has included Mr. Rosettf as a member of the 
projected Steering Committee. 

b. Arthur nile". Vice President, Pinkerton's. Inc. 

In early 1975, Hr. Bilek approached the Adn1nistrator with 
,the request that the Private Secur~ty Advisory Coundl be. 
allowed to extend its concern to the gen~r8l area of crir.a:!s 
89ainst business. }fhen 1nfoY'f!led of this proposal, he 
responded enthusiastically and was also asked by AHA to 
serve on the Steer1n~ C~1ttee. 

c. ~plT1s l1!!ch. Director. Department of COfl't1erce. 
, 

Mr. lynch has spechl responsibility for crif"es against. 
business at the Department of COM"erce and manages the 
activities of the InterdepartMental COMmittee to Assess 
the Impact of Critnt!s Aqainst nusiness. The Gnlnt Manager 
is lFAA representative toth1s Committee. C~~~~ considers 
the proposed project as an importnnt initiative to assist 
their publie fn a critical probl~ area. 

d. Alliee K. Cullen 9 Small Business Adri'fnistrat1on. 

SeA is anxious to participate and learn fro~ this projp.ct 
how to 1rtprove their own advisory services in the criFle 
prevention area. 

e • U. S. Chamber of Copnerce. 

The ChaMber has been deeply involved in the developr.ent 
of this project. It has been discussed by thei.r Board 
of Directors who support the need and thp. project 
enthusiastfcally. President Lesher is taking cfrect 
personal interest in the project. Officers of the Char.;ber 
with whOl'1 I have been in contact since this pt'O('!ra!" was 
planned, indicate that thei,.. tler.'lbership cons1c!er this to 
be one of the I!!Ost 11'!'portant la", enforcer.ent innovations 
and Ohe that is a great ne~ for ".them and for the puhli c. 
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f. National Retail Merchants Association. 
" 

Genera 1 Mahager Gordon wn Hams of NRlm Y'equested a meetin~l 
in early 1975 with the Ad~tn1strator to ask that .LEAA 
establish a program to counter these cr1~s a~a1nst business. 
Subsequently, at the It.dmfnhtrator·s direction, the Deputy 
Administrator met with a delegation of top rahl< representa­
tives of the following retail industries: National Retail 
r~rchants Association. National Association of Chain 
Grocery Stores, Mass Reta111nq Institute. National Associa~ 
ticn of Druq Stores. The Deputy Administrator promised a 
proqram &s a result of that lneet1ng. This grant wi" be 
the initiation and fulfillment of that Pl"OC"ise. Hr. Wfllial"'S 
has been asked to serve as a MeP.Oer of the Steering Committee. 

g. The list of citizens ~ prosecutors, police. and business 
)enders that enthusiftst1cally support ttl'! initiation of 
this project can be as 10n9 as the number that are made 
awBte of its possibility. At the same time, it should 
be recoqn1zed th~t unless ,~he messaqe is pri~ry and 
clear that the u1,tfmate objective is to reduce the cost 
of cr1~s of th's type to the citi~en and to demon$tr~tc 
a thorough attack on crime t ul'fslInd()rstand1ngs CZln arise. 
A quick and shallow 8ppra1sal may result in the criticiSM 
that lEAA is trying to help the bus1ness~an. The ~rant 
applicant is part1a,larly cautious of this possibility 
and will emphas1:e the public value and interest. 

h. Edward bavis, Chief, tAllD,and lncominn ~res1dent of !f\CP. 
// 

Chief Davis was approached by the applicant to be a member 
of the Steer1ng COOtnittee. He r~sponded that although 
unable to accept thfs pOSition on a lfM grant, he personally 
considers the project a very 1~rtant innovation and 
encourages 'development. 

E. ManaQement-By-Objectfves tMn~). 1.215 

The Crimes Against eus1ness Program is a sub-pro9ram of Crime 
Prevention. It is l1sted in th~ DF Gu1del1ne r1 450Q.1 under ~) 
Chapter 11,. althou9h the description was not given. This was 
because there Wl!S to be only one national grant and the exact 
description and nature was not cOl;;pletcly knmm at that titre. " 
For FY 1977 the proqrll.mis cor.pletely described ~nder m~0 1~216 .. 
Since this 15 the only pro,ject uncer this N~G sub-prograr.', the 
description previously given of the project adequately t;!!:Iscr1bes 
the Mr.lq sub-program. C 

G 
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Utilization of Results. 

It .1s expected that 8S fl tong te~ result of this prom-a" beinq 
initiated with this project ~ the bus1ness and 1 atI enforcement 
cOMmUnities will have dev~loncd su1~ble skills and strategies, 
business to prevent and detect these criMes and 1 aw enforcement 
to investigate, prosecute~ and advise business, and that b~th 
will cooperate throughlnstitutionalized corrrnun1cation channels 
toward the general reduction of these crfmes 8Qainst business. 
The initial project carried out by this grant will develop the 
plan and initial strate91es •. The prograt', win requ17'e equal 
efforts by lawenforcemei'lt and by the business cOr.JlJunity. In 
the future. attention should be ~1ven through correctional 
program innovation to deal1n~ with the peculiarities of the 
types 01 criminals involved. 

Monitorfng. 

Grantee prooress reports ancl~ sturlies will be closely f"Oflitored 
to 8SSU~ that project qoals ftre befng addressed. The grant 
MOnitor will attend and observe SOMe of the planning sessions, 
particularly thQl~ of the Steerinq Conmfttee 8nd the General 
Session of all panels. ' 

Principal Grantee personnel "rill cone to }!ashinoton as required, 
to report and ~1scuss the status of the prnject. 

Financial status will be Monitored throug~ ~onth'y report rev1~s. 

Evaluation. 

Althouqh evaluation will be p.fn1rnal for this first ~r~nt. s1ncQ 
the products will be reports and plans for future action pr09ra~~1 
a serious evaluation ,,1ann'ingeffort \Oln1 be conducted by a sub­
contractor to the Grantee. This w111 include the:? follOW1nq: 

'1. Observation of the progran planni.ng process engaged in oy 
.the Grantee. . 

2. Analysb of program objet:t1ves to assure that they are 
JI1e8surab1e. 

3. > Id,cntffication of available statisticsl data conct'!rninv 
th~ subject cr1~s that \'till be useful later in cOl~,arnt1v~ 
ana1ysf?s. 
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4. Formulation of a deta.11ed proqram evaluation plan to analYle 
impact, cause-effect t'eht1onshiJ'ls and projected institution­
alization costs that is conpatible with the program plan 
developed by this grant. . . 

tt. G~nt Ap211cant Information. 

A. Criteria for Choice of Applicant. 

1. Credibility with" Business COJrfi1unitt,. 

The Amerf can r~anBgement Associations has a preeminent reputa­
tion with American business for practical business rnanaqement 
know-how.. I ts over 53 ,000 members are from every type of 
medi un to 18l"ge firm 1 n every industry. The A"AA Presf dents 
Association has 8 lYlfWlbershfp of more than 11 ,000 chfef 
exe~tiYes. 

2. StronQ Rec~ndat1on by Other Bus1·ness Associations. 

The U. S. Ch~r of Comm~rce has taken particular and active 
interest in the develoPMent of this project and. since they 
decided to continue the policy of not acceptinq anY government 
grants. contacted AM" and u~ed their appHc8tfon for the grant. 
The ffational Retail Merchants. Ass()c1ation. also an early 
advocateoi' theprogral"l to lEM, supports the selection of' 
AMA t as does the /\merlClI" Society for Industrial $ecurfty. 

3. Capabilities of the Applfca~t. 

Foundf,!d in 1923 as III non-profit melnbership corporation; /!}t.A 
has specfal1zed in research, confel~nces, training and publ1 ca-
tions tn every area of business and inst1tutional rnanagem@n~. c 

4. Past Activity in Crimes Against BU~11ne5s Area. 0 

In the specific area of crimes a981Jnst business t Af!A has 
sponsored a nur.tber of spechl eonfi~rences and included the 
topic on the agenda of others.. JU~~ published four books on 
crimes against business.. . . 

" 
~. Past Hark wfthGovernrnent. 

In recent years AHA expanded its t'~fnfng and research 
activities to fneludp. effective manag(!f1len~ of90verru':'.ent 
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o,,~rations it local, ,state. and Federal levels. This 
program is growing. 

6. No Co~arable Cho1t~. 

AMA is the only orgftn1zation with 1~dfate acceptability 
to the business cOMMunity that specializes in proqra~ devv.lop­
rnent and manageMent training for business. Without biJs1n~ss 
recoqnit1on and credibl1ity .. ElUch time would be lost in 
developing it, with the possibil1ty of fa 11 ure • Detection 
of crimes against business and policy development are rnana~e­
ment tasks, the area of A~A specialization. 

7. pes1re to do the \~rk. 

This grant represents a sn'l!11 portion of the Art,.; prOOl"'!Iil. 
Nevertheless. AMA is matchinq the tf.AA portion in cash. 
l1rnftfno thefr overhead to ~ell below their audited level. 
and assUMing a nurber of charges that would nor~11y he 
direct. The AfIA Cot;lPtroller. ,4r. Rand. PQrsonally handlnd 
the financial nogotiat1ons. They indicate that w~re LfA~ not 
1nterost~d. they would etttl.r:lpt th~ effort alone, "ut feel that 
lfAA sponsorship 15 essential to assul"(I the cor.rftMent of 1131>/ 
enforcement. 

B~ Appl1c~nt's tntegr1t,y; 

The /lJJA is a larqe, well-knm-m reputat>1e association, as noted 
above. tt has over 750 er.1ployees. 1\1 thougf1 Af.tl\ hils not worked 
for lEM previously, its ~,ork for business Ilnd <\lready several 
Govarnment agencies demonstrate the hiahest level of inteqrity 
and fine reputation. 

III. Financial Info~tion. 

A. Continuation Reguirer.~nts. 

It is likely th~t application will be ~adc for second and third 
year 9rants to c~,plete the planning and to provide expert 
assistance to the 1n1 ti a 1 dtmonstrat10n proj ccts • ~!o co:"n1 t~ 
ment has been made and A~"tl\ 1s infor-ned that Lr.l\A wo',ld l1tT11t 
its continuation of the orojoct (not other" parts of the pro!:!rat:1 
as a whole), to one or ~t ~st two years. These should be at 
lower funding levels, since th~ r::a.1or planninQ effort will hav~ 
been conpleted. 
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PLANNING PROCESS 

The following steps were taken to achieve the objectives of 
the grant. It will be seen that the procedure was to start 
with a ~road loosely structured approach and systematically 
to acquire information enabling us to focus with increasing 
precision upon those crimes and those industries with highest 
claims for attention, and those models and strategies most 
likely to be of practical assistance to the business communi-

,ty. 

Step,one was to establish an advisory Council, representative 
of all con,cerned and knowledgeable groups, which could assist 
the project staff in its planning work. This Council has 
continued ,to perform this fUnction from its inception to the 
pres,ent date. (Membership of the' Council is listed in Appendix 
3. ) 

Steps Two and ~hree were carried out more or less simultane­
ously--the in-depth interviews of over thirty individuals 
(named in Appendix 4) with special knowledge of economic 
crime, and a survey of the literature, especially the statistics 
of crime against business. 

The in-depth interviews were conducted among business 
executives, law enforcement officers, prosecutors, judges, 
private security directors and other specialists in the 
field (including one ex,',:pffender; now rehabilitated and 
working closely with other ex-offenders of many, 'types and 
hence a valuable data source regarding attitudes and motiva­
tions). The interviews ranged from short, but intensive, 
dis<t:;ussions, to whole-day interviews accompanied by supporting 
documentation. The purpose of these interviews was to try 
to ensure that no source of information, statistics, modus 
operandi, motivations and attitudes of offenders, and the 
crimina],. justice and business communities, and techniques 
of preve~tion and deterrence was overlooked. As a consequenc~ 
we emerged with some inter~sting hypotheses which could be 
put into "model II formulations for purposes of demong·tration 
and research projects. 

The literature survey consistedrof reading all the standard 
;!:lexts on economic crime, sampling extensively from the 
literature of business and private security and analyzing 
crime statistics reports (the FBI Uniform Crime,Reports and 
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the detailed reports of criminal and anti-criminal activity 
from each of the states). The data from the in-depth 
interviews and the literature search,:was then combined so 
that we could perform Step Four. 

step Four--drawing upon Steps Two and Tb:ree--was to make our 
first approximation of the dollar cost tq business of various 
crimes and ranking the losses" due to each' crime within 
industry type. Step Five, also drawing upon the previous 
steps, was to conceptualize some approaches to each of the 
five types of problems the grant required us to examine. 
This conceptualizing step was based upon our analysis of 
data from the interviews and literature search which suggested 
categorization of strategies as "Defensive," "Dete;t:'rent,fi 
or "Demotivating," and the vehicles for carrying out,these 
strategies as "the Private Security System," liThe Criminal 
Justice System," "the Business System," and the "Educ,atipnal/ 
Socializing/Ethical Systems(s)." Interrelating strategy with 
vehicle produced a matrix,into the cells of which we then 
inserted the problems that our researches indicated inhibited 
the carrying out of the strategies by means of the correspond­
ing vehicles. For example, senior management's failure to 
grasp the fact that the problems of loss prevention/asset 
protection were not different in essence from the pr6blems of 
purchasing, production, inventory control, marketing and 
fiscal control, was seen as an inhibitor of good defensive 
and demotivating strategies. The former is the concern of 
both the private security system ana the business system that 
employes it, with the la1cter the concern of the business system 
itself. 

The conceptual approaches were, submitted in the form of 
discussion papers to the advisory Council, which, in Step 
Six, approved/modified, leading to Step Seven, the selection, 
of priority crimes within priority industries and finalization 
of concept papers relating to these crimes/industries and 
the grant-required areas of demonstration, research, data 
base, communication and institutionalization. (These concept 
papers--see Appendix 5--formed the input to the Workshop 
Panels, the ,memberS of which Were to expand them into (j 

progranUnatic form, or modify and then expand, according to 
their evaluation of the conceptual approach.) 

Step Eight was the selection of persons for each o!f the 
Workshop Panels. Once it was known whatcrimesjindustries/ 
strategies were to be considered, it, was not difficult to 
design criteria for selection. The lists from which such 
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individuals could be drawn were constructed with the aid of 
the Council, and of the participants in the original in-depth 
study, who had been asked for suggestions when interviewed 
and from the additional names uncovered by the literature 

. search • 

It was decided that it would not be possible to hold one 
Vf~ry large national meeting to cover all the conceptualized 
areas. The organizational problems would have been to vast. 
Instead, two separate meetings were held, one concerned with 
demonstration projects relating to defensive, deterrent and 
demot:ivating strategies, and the other relating to research 
and cbmmunicatioh/institutionalization projects and to the 
national data base. These activities formed steps Nine and 
Ten. Each meeting consisted of an introductory overview 
and orientation session, followed by intensive work in small 
groups (workshop panels), each group having been selec.ted 
as especially knowledgeable and/or concerned about the topic 
in question. Each group had a concept paper t.o work with, 
and an appropriate staff person as a res.ourceand each was 
chaired by a member of the Council. A review and critique 
session I bringing all participants together conclu,ded each 
meeting. Mr. Joseph Rosetti was overall Chairperson of the 
first meeting in New Orleans (May 4-6), and Mr. Leonard 
Smith was overall Chairperson of the second, held in New 
York (June l4~15). 

The output of these Workshop Panels (a list of participants and 
a summary will be found in Appendix 6) after further considera'" 
.tion by the participants, who were sent draft copies for 
final review, forms the basis for the recommendations to LEAA 
contained in the "Recommendations" volume t.o which this forms 
an appendix. The participants gave their time without 
recompense, only their travel and per diem expenses being 
reimbursed. The contribution of these individuals cannot be 
over-emphasized. 

To complete the planning process there remains an exploration, 
by mail survey, of the willingness of business to cooperate 
ip a national data base project, and the current availability 
.of loss data and the potential for expanding these data 
without major expense or interference with the smooth operation 
of the business. This exploration is scheduled for September, 
1977. 
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CRIMES AGAINST BUSINESS COUNCIL 

Dr. Ethel Allen 
Councilwoman-at-Large 
City Hall, Room 582 B 
Philadelphia, Pennsylvania 
(214) MU 6 1776 

Mr. Thomas Allwein 
Corporate Security Director 
Central Soya 
Fort Wayne, Indiana ~6B02 
(219) 422 8541 

Mr. Arthur J. Bilek 

19107 

Corporate Director of Security 
CFS Continental, Inc. 
100 S Wacker Drive 
Chicago, Illinois 60606 
(312) 368 7515 

Mr. Leo F. Callahan 
Vice President 
International Association of 

Chiefs of Police 
1300 N Broward 
Fort Lauderdale, Florida 33312 
(305) 761 2344 
/; 

Mr. Dennis A. . Chesshir. 
Manager of ' Industrial Security 
General Dynamics Corporation 
Fort Worth D~y:.ision 
P .0 • Box 74 ffi'-
Fort Worth, Texas 86101 
(817) 732 4811 

Mr. Richard Cole 
President 
Loss Prevention Diagnostics 
P.O. Box,263 
Mendham, New Jersey 07945 
(201) 543 6575 
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Mr. Harry F. Connick 
District AttorneY 
Suite 200 
2700 Tulane Avenue 
New Orleans, Louisiana 
(504) 822 2414 " 

Mr. Paul Douglas 
State Attorney General 

70119 

2115 state Capitol Building 
Lincoln, Nebraska 68509 
(402) 471 2682 

Mr. Richard Gui1tinan 
Partner 
Arthur Andersen & Co. 
1345 Avenue of the Americas 
New York, New York 10019 
(212) 956 6052 

Mr. Wayne Hopkins 
Senior Associate 
Crime Prevention and Control 
Chamber o.f Commerce of the 

United Sta.tes 
1615 H Street, N.W. 
Washington, D.C. 20062 
(202) 659 6000 

Mr. William Lucas 
Sheriff 
Wayne County 
525 Clinton Street 
Detroit, Michigan 48226 
(313) 224 2222 

Mr. William McInerney 
11509 Arbor Drive E 
Anchorage, Kentucky 
(502) 245 3394 

40223 

Mr. Kevin Murphy 
President -. G"" 

Continental Trai1ways 
1500 Jackson street ~. 
Suite 403 
Dallas, Texas 75201 
(214) 655 7946 
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Mr. Archibald R. Murray 
Attorney in Chief 
The Legal Aid Society of New York 
15 Park Row 
New York, New York 
(212) 577 3313 

Mr. Robert O'Keeffe 
Vice PreSident 
InSurance Company of North America 
1600 Arch Street 
Philadelphia, Pennsylvania 19101 
(215) 241 4382 

I!:CI 
Mr. Joseph Rosetti 
Director of Security 
IBM Corporation 
Old orchard Road 
Armonk, New York 10504 
(914)0765 4884 

Mr. Wilbur Rykert 
Execut~ve Director 
National Crime Prevention Association 
National Press Building, Room 985 
529 14th Street, N.W. 
Washington, D.C. 20045 
(202) 393 3170 

Naomi o. Seligman, Esq. 
McCaffrey, Seligman and Von Simson 
251 E 61 Street 
New York, New York 10021 

Mr. Warren H. Simmons., Jr. 
Senior Vice President 
Personnel and Industrial Relations 
R.H. Macy & Co.; Inc. 
Herald Square 
New York, New York 10001 
(212) OX 5 4400 

Mr. Gordon Williams 
Vice President 
National Retail Merchants Association 

Q' . . 

100 W,31 Street 
New York, New York 
(212) 244 8780 
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IN-DEPTH INTERVIEWS 

The following is a list of individuals with whom the staff 
of the Crimes Against Business Project conducted in-depth 
interviews between the months of ~ebruary qnd April, 1977. 

Mr. Toney Anaya 
Attorney General of New Mexico 
P. O. Box 1508 
Santa Fe, New Mexico 87501 

II 

Ms. Shirley Barefield 
State Planning Office of 

NE:'!w Mexico 
Suite 403 
Sap.ta Fe, New Mexico 87503 

Mr. Ho11is Bauers 
American Bankers Association 
1120 Connecticut Avenue, N.W. 
Washington, D. c. 20036 

Mr .• Robert Beauvais 
Deputy Director . 
Department of Corre.ctions 
State of New Mexico 
Post Office Bbx 2325 
202 Galisteo Street 
Santa Fe, New Mexico 87501 

Mr. Guy Berado 
Special Agent 
Federal Bureau of Investiga~ion 
201 E. 69th Street 
New York, New York 10021 

Mr. Jim Bridges 
Security Consultant 
Federated Department Stores 
222 W. Seventh 
Cincinatti, ohio 49202 

Hon. Andrew Bucaro 
Judge 
Municipal Court 
727 South Br-oad 
New Orleans,,,, La.. 70119 

a 
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Sgt. C. F. Buckland 
Los Angeles Police Dept. 
Robbery-Homicide Pivision 
150 N. Los Angeles St. 
Los Angeles, Ca. 90012 

Chief Leo Callahan 
Vice President 
International Association of 
Chiefs of Police 

1300 N. Broward 
Fort Lauderdale, Fla. 33312 

Mr. Lawrence Casanova 
Security Manager 
Maison Blanche 
P. o. Box 60820 
New Orleans, La. 70160 

Mr. William Corrigan 
Manager, Security Department 
Ford Motor Company 
American Road 
Room 423 
Dearborn, Michigan 48121 

Mr. Richard F. Cross 
Vice President 
Bank of New York 
48 Wall Street 
New York, New York 10015 

Mr.D. R. Derning 
P~oject Director 
Standards and Goals Project 
Illinois Association of 
Chiefs of Police 

Room 207 
841 Spruce Street 
Winnetka, Ill. 60093 
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Mr. Vernon L. Ewing, Jr. 
Executive Director 
Retail Merchants Bureau 
Chamber of Commerce of New 

Orleans 
Camp and Gravier Street 
New Orleans, La. 70190 

Mr. William E. Fleming 
Security Director 
Marriott Corporation 
5161- River Road 
Washington, D. C. 20016 

Chief Daryl Gates 
Assistant Director of Operations 
Los Angeles Police Department 
150 N. Los Angeles Street 
Los Angeles, Ca. 90012 

Mr. Robert Gold 
Executive Director~ 
New Mexico Retail Association 
320 Galisteo 
Suite 203 
Santa Fe, New Mexico 87501 

Mr. George E. Hall 
Statistical policy Division 
Office of Management and Budget 
Washington, D. C. 20503 

Mr. John A. Herring 
Law Enforcement Planner 
Metropolitan Criminal Justice 

Coordinating Council 
Lew Wallace Building 
513 Sixth, N.W. 
Albuquerque, New Mexico 87102 

Mr. Vernon Hoy 
Director 
Arizona Department of PubLic 

Safety • 
2310 N~ 20th Avenue 
phoenix, Ariz. 85009 

4 .... 2 

Mr. Joseph Jordan 
Commissioner of police 
Boston Police bepartment 
154 Berkeley Street 
Boston, Mass. 02116 

Mr. Clarence Kelley 
Director 
Federal Burg/au of Investigation 
Ninth and Pennsylvania, N.W. 
Washington,. D. C. 20535 

Mr. Alex C. Laubach 
Assistant Manager 
Security 
Western Electric 
222 Broad\ilay " . New York, New York 10038 

Mr. Richard B. Leonard 
Coordinator 
Metropolitan Criminal Justice 
Coordinating Council 

Lew Wallace Building 
513 Sixth, N.W. 
Albuquerque, New Mexico 871,02 

Mr. Steven Luchik 
Howard Johnsons 
6000 .N. Lakeshore Drive 
Chic~go,Ill. 60611 

Lt. Bill Mossman 
Los Angeles Police Department 
Bunco-Forgery Division 
150 N . .Los 'Angeles Street 
Los Angeles; Ca. 90012 

1/ 

Mr. Robert Ogren 
Chief of Fraud Division 
Room 3800 

, U. S. Courthouse 
Third and Constitution, N.W. 
Washington, D. C. 20001 

J 

~. 

o 



• 

• 

• 

• 

• 
i~ 

• 

• 

• " 

!P 0 
>" (,\;" 

." '~ 

" 

l) 
~ 

i"-

? 

• 
;;;:;,~ 

" 

":,' 

Dr. Grace Olivarez' 
Director 
State Planning Office of 

New Mex;i..co 
State Capitol Building 
Suite 403 
Santa Fe, New Mexico 87503 

Mr. Thomas Purdee 
Executive Director 
New Orleans Chamber of Commerce 
301 Camp Street 
New Orleans, La. 70130 

Mr. Benjamin Renshaw 
Director of Statistics Division 
National Criminal Justice 

Information and Statistical 
Service 

U. S. Department of Justice 
Law Enforcement Assistance 

Administration 
Washington, D. C. 20531 

-
Mr. Thomas W. Sena 
Captain 
Los Angeles Police Department 
150 N. Los Angeles Street 
Los Angeles, Ca. 90012 

() 

,? 

4-3 

:::;:. 

cAif" 
',' ' ,<, 

Hr. John L. Schwartz 
Manager, Corporate Security 
Abbott Laboratories 
14th and Sheridan Road 
forth Chicago, Ill. 60064 

'!Ms. Karen Strom 
General Manager 
Howard Johnson 
6000 Lake Shore Drive 
Chicago, Ill. 60611 ~, 

Lt. J. L. Terlizzese 
Commander 
Organized Crime Bureau 
Police Department 
1300 N. Broward 
Fort Lauderdale, Fla. 33312 

Mr. Richard Visini 
~Executive Director 

Broadway Associates 
1133 Avenue of the Americas 
New York, New York 



• 

• 

• 

• 

• 

• 

• 

.' 
• 

• 
o 

• 

SUMMARY OF IN-DEPTH' INTERVIEWS 

The following is a summary of the problems and possible 
solutions that regularly emerged from the in-depth interviews 
conducted by the staff wi,th a variety of specialists in 
economic crime across the country. 

• There is littl.e or no hard data on losses to 
business due to non-violent crime, either at the 
macro or micro levels. EVen the relevant importance 
of employee theft versus shoplifting as contributors 
to retail shrinkage is not known by the most sophis-

'. ticated stores, Currently the split is thought to 
be close to 60:40 ratio in favor of employee theft, 
although this is variable from area to area and is 
unquestionably sUbjective. The issue of bookkeeping 
error also .f!!,rises, and here again, little if anything 
is firm, but some part of unaccounted for retail ' 
inventory shrinkage is unquestionably attributable 
to th;j.s cause. 

• Poor record keeping and stock/fiscal controls systems 
are an invitation to employee theft, from pi,lferage 
to embezzlement to commerci,al bribery. 

• Business people should tighten their security 
systems, which are perceived as typically lax in 
the case of the smaller organizat~pns. 1\'", 

.. Good relationships between employer and employee 
contribute significantly to the control of employee 
theft of all kinds. 

• Only a small proportion of cJ;,imes against business 
are reported to the criminal justice system, even 
of those known to the business. This is less true 
of shoplifting butoespecially true of all forms ot;. 
employee theft and commercialbl;ibery." 

• A major reason why business does not report Grime 
is that the judicial system is seen as'inefficienf:: 
and excessively lenient. Major steps have to be 
taken to improve both the reality'a,nCi the image 
of the judicial system, (a separate shoplifting court 
was seen by one l;espondent as a useful solution, 
although this is only one small step in dealing with 
a large and complex prob1.em.) .. 
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•• The criminal justice system responds to public 
pressure and currently the public copcern is with 
viOlent crimes. Business must communicate to r. 

"fhe publ:i.c and" the criminal jUstice system tba,t 
the non-violent crime is of major sigificance to 
the economy. 

• Public. prl:ssure aside, the criminal justice system 
does frbt \'1ant--and cannot allm'l itself--to be 
saturated with the mass of shoplifting and pilferage 
offenses. This has to be the role of private 
~,ecuri ty, working closely 'With the public criminal 
justice sy,stem, not independently of it. 

I I'; 

• Because of the importance of their role, there must 
be higher standards for security guards. contract 
guards in particular are very frequently ill trained 
and psychologically unfit for their role. Marty 

• 

• 

have prior criminal records. 

Privacy legislation has made it very difficult for 
employers to screen potential employees regarding 
past offenses. Although conviction records can be 
legally obtained, they are difficult to come by 
in practice. FUrther, past. employers are very 
reluctant to inform a would-be hirer that an indi­
vidual was terminated for theft. There is extreme, 
perhaps excessive, sensitivity to the possibility 
of violating the Privacy Act and, indeed, of being 
accused of a variety of civil rights viol?tions. 

~ ~ 

Insurance companies require very ~ittle in the way 
of securit.y as prerequisites for policies. The 
cost of a claim is passed back tq the consumer 
and the insurance companies recoup the payment of 
a large claim within three years via increased 
premiums. 

• There needs to be an educcl'tion/communication pro­
gram between business and the criminal justice 
system, particularly relating to business' learning 
to protect themselves and the responsibilities they 
have. 

• Values such as honesty and civic responsibility 
must be taught and reinforced in the schools. 

o 
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• Organized crime is heavily involved in white 
co+lar crime. (Although not witflincthe purview 
of this grant, anyon-going anti-economic crime 
entity will need to recognize and deal with the 
impact on organized crime respecting~usiness.) 

• Privacy Act, Freedom on Information Act 
hampering law enforcement. 

• Businesses do not communicate with one another. 
Business has a responsibility to share knowledge 
(e.g., current fraud operation going on within 
industry, known criminals operating within 
industry). The short term objectives of what :LS 
"best for business" must be weighed against long­
term objectives of reducing loss. 

Certain specific points were made by individual respondents 
that are worth noting in this summary. One r~~pondent 
mentioned the role of insurance companies ine~couraging 
business to be lax in its security by not being sufficiently 
strict in insisting on good secu£~t;,.y systems and checking 
to see that they do, in fact', exist. Another gave favorab~e 
mentions to the Boston high school program (~lective) that 
featured a "mock trial" and generally educated juveniles 
in the consequences of criminal b~havior and believed that 
schools could and should play a part in reducing juvenile 
shoplifting. 

The overall se~se of these interviews was that: (~) much of 
the problem lay with business management, which by using 
improved business systems, better security and better 
relationships with their employees, could greatJ.y reduce C'~ 
both opportunities .and motivation 1ro commit crimes against )1 
business; while on the other hand, '}, (b) tbe courts were back- <. 

logged, sentences varied in an apparently idiosyncratic marlner 
and there was a lack of" trust on the part of the business 
community in the judicial system, leading to increased reliance 
on private security, independent of the public criminal justice 
system. Special courts f st~ndardize.d sentencing guidelines and' 
improved communications between business and criminal justice 
communities were suggested as possib~Je answers to the' lapeer 

prOhl,,~ ! 
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DEMONSTRATION PROJECTS 

Introduction 

It is evident that one cannot combat crimes against business 
in a piecemeal manner. The, pieces interact and a total 
system has to be designed in order'to obtain the maximum 
impact on the problem. It is also clear that. there are 
three strategies which must be pursued .... defense, deterrence ('. 
and demotivation. Defense---"hardening the target"--isthe. \.J, 

proper task of private security; itGis unrealistic to expect 
the police to do much in this area; except, perhaps', by 
assisting in the training of small business to defend them-
sel ves . Deterrence is everyone's task, and it is clearly i:i' 

not being accomplished. Part of the problem lies with the 
prosecutoria1 and judicial components of the. criminal 
justice system and some proposals in this area will follow. 
Demotivation refers to reducing the motivations to commit 
the crimes; some of these motivations are rooted in social 
and socio-economic circumstances wh:ik::h go beyond the scope 
of this project, crucial though they undoubtedly arej others 
rela'te to the spread of 11 counter culture" attitudes uwhich 
can be influenced among the school age "population ; and . 
others (perhaps also related to counter culture attitudes) 
spring from dissatisfaction with one's"emp10yment because 
of re.al or imagined inequities in payor promotional 
prospect, working conditions, etc: these can be addressed 
but probably not under LEAA funding. 

Our demonstration program recommendations, at the conceptual 
level upon which this paper is written, are- summarized 
by type of crime, indmftry and strategy. 

Before turni'ng" to this, it is necessary to address the issl,e 
of criteria for selection of crimes :\?or demonstration 
purposes'and the data to Which the criteria can be applied. 
Figure 1 shows the criteria'used, which are essentially 
economic impact, recognition of importance by business, 
feasibility of having an impact which can bellmeasured. 

The loss statistic§usedare the "best estimates" 
quoted in the .. Statistics Pape.r Part I II, which enabl.es, 
us to rank 'order overall economlcimpact. Figure 2 shows 
the select~d target crimes by ,industry. 

\; 

We have eliminated, ascrirq,es for demonstrat:ron purpose.s; 
arson*(because this is a tppic thatneeds~resear~h before 
any recommendations could be made, So inaaequate are 
the data) and burglary (because police forces already do 

* Other than arson for insurance fraud • 
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Figure I 

CRITERIA FOR SELECTION OF TARGET CRIMES 

bEMONSTRATION 

cEconomic Impact of the Crime 
on Society 

Recognized High Priority by 
Business 

High Prob~bility of.Measurable 
Achievement 

Generalizability to Small as,. 
Well as Large Business and 
to Several Types of Bus!ness 
Operations 
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RESEARCH 

Actual or Potential Economic 
Impact of Application of the 
Research Findings . 

Feasibili'l:y of Emergency of 
Valid Research Findings 

Recognized High Priority by 
Business 

Generalizability to Small as 
Well as Large Business and 
to Several Types of Business 
Operations 
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a great deal in this area). Embezzlement and" securities 
theft/fraud have not been singled out for a specific 
demonstration project, because it woutd be, in our 
opinion, difficult to prove the affects ~of any particular 
set of counter measures. However, we are. not excluding 
them from the overall program; they are too important to 

~- ------ ----

be neglected. Our approach is to treat them by means of" the 
"across the board" measures which will be proposed (particu .... 
larly the creation of an economic crimes unit attacl:led to 
the District 'Attorney's office and an evowed policy of 
prosecution by the District Attorneys and by the business 
community. ) 

("Organized crime" is also omitted from consideration, since 
it is outside the terms of" the grant, being studied byot.her 
groups within LEAA. ),. 

We have selected industries on the basis of the"'overall 
importance of a given 'crime to society as a whole and its 
relationship to a given industry, the economic importance 
of the industry, the specificity of an economically important 
crime to an important i,ndu$try, and the extent: to which 
the Federal. government is already (through its various 
agenqies) involved in regulating' crime within the indpstry, 
or supporting particular anti-crime activities. ThuS we have 
omitted organized crime in financial institutions and transporta­
tion industry (the latter is very concerned about hi .... jacking, 
mostly an organized crime acti vi ty which is covered by .. 
specialized agencies). We have suggested light manufacturing 
(this could be the electronics industry or machinery) 
because it is economically important and vulnerable to 
employee pilferage, a nationwide evil. Retailing and the 
insurance industries have been selected because they 
are economically important and extremely vulnerable to 
certain crimes. 

General Concepts, Relevant. To All Industries 
-', And Crimes Against Business 

Deterrent 

We propose that, in a selectedcdmmunity (pref.erably 
medium-sized and self~contained ), there should be estab .... , 
lished certain general programs a!1Q organ.j.zations, mos.t 
important ·ofwhich would be an economic crimes unit 
attached.to the prosecutor's office. It; would be given 
partj, . .cular training in the nature of and inve!3tigation 
of,economic c:rimesagainst business. Typically (and 
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Figure 2 

SUGGESTED DEMON S TRATf ON PROJECT TARGETS 
(CRIME AN~-INDUSTRY) 

Industry: 
Manufacturing 

Crime Retail (Light) 

Employee Pilfering D Il:*l [1:*1 

EJ ~ ** II 

Commercial Bribery 

Hotel 

12:*] 
EJ 

Securities Theft/Fraud ) 
Embezzlement ) See Note at Foot of Figure 

Insurance 

4 

G 

Arson Excluded Excluded Excluded Excluded 

" Burglary Excluded Excluded 

vandalism c;) 

\\ 
II 

Shopli£ting/Gue'st 
Theft* 

Insurance Fraud 

Check Fraud 

credit Card Fraud 

#= Rank Order ..o'f Estimated 

G*l 
~ 

NA 

f5*l 
~ 

6 

* == Fea,sibility of Impact and Measurement 
** = Industry Concern D := Sele.cted for Demonstration 

13*1 
~ 

NA 

NA 

4 

NA 

Excluded Excluded 

EJ 3 

8] ** 
NA 

NA [§J ** 
5 NA 

6 NA 

. NOTE: Al though not deal t with as specific, measurable proj'ects, 
combatting tl1ese crimes will not be overlooked. The general 
measures recommended are expected to have some impact . 
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ur:derst~ndably) th:se u~itsl where th~y exist, have dea~t 
w~th cr~mes ~ bus1.ness. Any such un1.ts should unquest1.onably 
do this work, but a sub-unit skilled in embezzlement and 
employee theft and fraud should be set up. The training 

J)would be a mix of management, criminal method and investi­
gative subject matter, to be designed for general use among 
all such groups and by prosecutors and police (in modified 
forms) • 

Another basic deterrent strategy would be a joint puh'lic 
commitment of prosecutors and business to prosecute. We 
suggest that in the case of businesses, a club or league 
should be formed in a community (it could be affiliated 
with the Chamber of Commerce) of bUsiness managers committed 
to this policy. Retailers would carry its emblem displayed 
prominently, and all employees would receive this philosophy 
in their employment PQlicy documents. 

Defense 

Another general type of program would be trainin<;J (by 
workshops or seminars and publications) of businesS people--­
especially those ):'unning small businesses in the identifi­
cation of vulnerable points in the flow of material, 
money, information, etc, in the hiring of staff (what ,.can 
and cannot be asked, what information can be gleaned 
from what source about potential employees), the. physical 
design of the "plant," and how to deal with iden£ifiable 
vulnerable points. In other '\'lords,a loss-prevention 
systems analysis. 

This is described in the Communications Strategy paper, 
butit'is necessary to consider it as part of the total 
system being proposed. 

Demotivating 

Conduct public me~tings--and, in particular, meetings and 
workshops in schools for pre- and early-teenagers";'- _. 
empl1asizingthe perils of committing the crimes in the 
environment created by the new deterrent systems being 
est.ablished in the community ,and the econom:i"c folly' of 
continuing; a} driving small independent concerns out of 
business; h)' in any case having the cas,t of crime added 

. to the grocery bill. These meetings and workshops Should 
be condUcted by charismatic individuals who are "herps" . 
to the audience being addressed. 
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This type of program shoi.;lld be extended by audio-visual 
presentation$, also using; these lIhero ll figures. 

All communications efforts should stress the importa,r;tce 
of good relations between e'inployee and employer, especially 
at the supervisory, level." To match these attempts at 
consciousness-raising, in-house programs should be designed 
to establish a good organizational climate in businesses 
that have.morale problems. This would involve diagnosis 
followed by specif~c. programs, incl udin.g those relai:ed 
to theinclusi.on of loss control as a ,variable in job 
evaluation of supervisors and such obvious morale-builders 
as improved control over work schedules, more equitable 
and visible promotional structures and processes, etc. 

RETAIL INDUSTRY 

Employee pilferage, shoplifting, vandalism, commercial 
bribery and check fraut;1 are of major concern. In addition 
to the general elements "so far discussed, we propose the 
establishment of a special court, to deal exclusively 
with t~e non-violent crimes against retailers (excluding 
burglary) • Judges would be rotated through a "tour of 
duty" and would be encouraged to attend meetings of con­
cerned groups and read the specialized literature being 
prepared for the proposed training of police, prosecutors 
and 'business people as detailed in the Communications 
strategy paper (as well as above) .' 

MANUFACTURING INDUSTRY 

The proposed general program would form the basis of the 
demonstration project in a community with an appropriate 
type of manufacturing industry. The seminars, workshops 
and in-house training ,programs would, of course, be 
tailored to the particular characteristics of this kind of 
business. 

We would also expect this group formally to establish and 
announce a "no kickbacks given or received" policy and t again, 
prosecute for, any established case. ' 

The importance of employee vandalism in many manufacturing 
plal)ts suggests that here is a case where programs stressing: 
a) supervisory responsibility for loss prevention and also 
for establishing good rel'ations with employees, and; b) some 
employee relations and personnel management training in 
general would be of major importance. 
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HOTELS 
.{I 

In addition to t~e general programs that are as applic~ble 
to hotels (and, indeed to service industries as a whole) 
as to any other industry, it is proposed that one or more, 
hotels/motels ina demonstration locality, with especially 
high "guest-theft" problems should experiment with specific 
defensive strategies to combat this problem. Expert advice 
is needed here, but one possibility is to have room keys 
handed to a designated floor supervisor (housekeeping) 
on check out., who quickly inspects the room before the 
guest is handed the bill. Evidence of theft would be 
immediately communicated to security Who would then directly 
interrogate the guest. Complementary to this there shOUld 
be notification to guests that rooms are subject to 
inspection upon check out and that losses may lead ,oto 
questioning and possible report to the police, etc. It is 
hypothesized that the risk of suchembarrasmentwould deter 
the typical llrip-off" guest, but not, of course, to the 
professional. Good public relations would be called for 
to avoid undue offense to non-offender guests. The trade­
off between loss due to guest-theft and loss of business 
is one that has to be measured in evaluating any such ., 
program. 

Commercial bribery is common in the "hospitality industry.'1 
A formal "no kickbacks given or received" must be stated by 
top management and and identified cases prosecuted. 

INSORANCE 

Insurance fraud is found in many areas of insurance business¥ 
It is unlikely that any project could. (or should) deal with 
every area. We propose that fraud by arson and some petty 
but pervasive fraud, such as inflated automobile repair 
work charges, should be the focus. !") 

\~ 
J~ith respect to fire insurance frauds we propose tq!lt a o 
'formal link be established between police, the proposed 
economic crime units and the fire marshalis.office, so that 
all suspected arson case.s. where insurance is an issue--a 
fact which can be drawn to the attention of the economic 
crimes unit:. by the insurance company if it sodesire'l?--can 
be investigated as suspected economic crlmes. (The training. 
proposed for the economic crimes unit would encompass any 
legal and technical aspects of insurance fraud that called 
for special knowledge.) 
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The 'petty frauds are sometimes collusive l between insured 
and a claims adjuster, and/or between repairer and ins'\lred~ 
The explicit threat of prosecution CQuld probably deter G 

many of the typical offenders, if it were made credible 
by the proposed overall commital of the criminal justice 
system to support business in this respect-and the wide 
publicity that .such a philosophy should be given in the 
demonstration community. 

with respect to (other) employee crimes against insurance 
companies (e.g. kickbacks), firm policy statements, the 

. placing of responsibility upon inunediate supervisorsc,and 
the general model of formal announced commitment to prose­
cution, etc, as discussed elsewhere should be implemented • 
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ADDENDUM 

As a result of the Crimes Against Business Council meeting 
in Washirtgton, O. C on March 24/25, 1977, it has been 
agreed that Fencing shoUld be added as a crime to be 
included among our demonstration projects. strategies 
for this particular project have ngt been agreed upon. 

I) 

Ii 

i: 
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PROPOSED RESEARCH PROJECTS 

Introduction 

In dealing with a topic stich as Crimes Against Business, 
there are numerous possibilities for meaningful research. 
The driteria used for identifying the proposed projects 
were as follows:" 

• the suspected actual/potential economic impact. 

• the applicability and generalizability of the 
findings . 

• feasibility of the research effort 

• recognition of priorities of business 

• general lack of information in the area 

The attached outlines for proposed research address the 
general questions: 

1. To determine if it is possible to develop predictors 
for crimes which would allow for active prevention 
efforts (No. 1 Predictors for Arson and "Bustout 
Schemes") . 

2. To determine whether it is possible to define and 
catalogue potential modus operandi of potential 
crimes and demonstrate effective models of detec(\7.ion 
on the basis of these mo's (No. 2 computer-Assi~ted 
Crime) . 

3. To determine whether current legislation is sufficient 
or if changes in statutes would provide for more 
judicious and effective processing of Part II crimes 
(No.3 Legislative Package). 

4. uTo determine if it is possible to abstract and 
determine the actual cost-effectiveness of prevention 
and deterrence efforts by determining the actual 
dollar impact of crimes against business (No. 4 
Econometric Analysis of Crimes Against Business). 

5-10 



• 

• 

• 

• 

• 

• 

• 

." 
• 

At· 

5. To determine whether it is feasible to develop a " .. 
prescripti ve package ~o:t law emforcement and 
prosecutors to follow in developing economic crime 
cases. The primary intention would be to enable them 
to pass the screening procedures of the p~osecutorts 
office (No.5 Model Package for prosecution). 

These projects are not conside~ed exhaustive of the needs 
in the area, but they do attempt to deal with a broad range 
of the issues which are relevant to effective identification,' 
prevent.ion, investigation and deterrence of crimes against· \) 
business. 
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Research Project 1. Predictors for Arson (Insurance Fraud) 
and "Bustout Schemes" 

There is general agreement that the occurance of arson 

(insurance fraud) and l/bustout schemesi' become more PFevalent 

during times of economic re.cession. In most cases the 

insurance companies and police departments are reactive 

in their investigative att~mpts to identify the individuals 

responsible. The purpose of this proposed research effort 

is to determine if some common factors can be identified 

with rega:rd to the histories of the businesses which have 

been destroyed by these crimes. Following identification 

of such variables it: would 1;>e possible to track potentially 

vulnerable businesses and presumably determine a constructive 

course of prevention. 

Procedure 

InsUrance investi.gators and municipal fire inspectors would 

provide initial identification of a population of businesses 
o 

which have been subjected to arson 'Or "bustout schemes." 

Analysis of variables such as: 

• credit rating • single owner/corporations 

• loan extensions • business losses 

• geographic locations 0 profit picture 
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would be" attempted to determine a profile of the "typical" 

business subject to these schemes. Secondly, an in-depth 

analysis of the trends profile of these businesses would 

be required to determine which factors are most likely 

to provide Economic Crime Units with reaso~ably reliable 

predictors for the occurance of such schemes. 

In order to be useful, this information would require a 

" standardized technique for tracking businesses within a 

given community. 
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Research .project 2: Computer-Assisted Crime 

There is general agreement that the proliferation of 
\\ 
L-. computers provides a veh;i.cle for enormoUs potential 

losses. Two fundamental problems associated with this 
!; 

state'ment concern: 
\. 

• The lack of information regarding how these rip 

ofts can'be accomplished. 

• The lack of information which defines the extent 

to which these losses are currently actually 

occuring and have not been identified. 

'~ 

l?roceduie II 
/I 

This research project presum1~ 
I, 

a two-phase effort. 

" 'J 

Phase I. In order to €!laborate the ways in which the computer 

can be used in nefarious J:"ip off schemes; it is suggested 
i) 

that a "think tank" of high-level'computer spec~alists 
() 

~e brought togESther, and 'given the mandate to develop 
.:,) ,> 

proto,t:ypic models of computer-assisted frauds. These models 

wo~ld be develope<;1 for a variety of simulated situations" 

which closely approximate the actual uses'of the computer 

in a variety of business enterprises. 

The next step would. require this" think tank II to devel~p 

" detection techniques required for active identification 

o and investigation of these ,"model" computer rip offs. 

Ii \'; 
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This stage is extremely important considering the fact that 

in most audits the primary focus i!; on "balancing the" bOCiksJl 
0' 

rather ')than looking for fraud. 

Phase II. This phase would focus on the identification 

of and the magnitude of current losses being sustained by 
, 
a'random sampling of businesses. It woulrrequire the 

actil~e coo:eration of business executives. to allow, an 
~ . 

unannounced audit of computer procedures by the "think 

tank" personnel. These audits would involve the application 

of the detection products developed in phase I. 

An analysis of the$e findings will allow a more accurate 
) 0 

projection of current and future po.tential los'ses than is 
" 

currently available according to more conventional techrtiquesc.if· 

o 
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Researcn Project 3. Model.Statutes Program 

The criminal justice system is under attack. It has been 

called a "noh-system" by many knowledgeable people in the 

field. 

It must pull itself together into a f;'ohesivej' well-function-

ing system that is a true deterrent to criminal behavior; 

a system that swiftly and fairly punishes those who are 

guilty and exonerates those who are innocent. 

Crimes must be re-defined in light of our present sophisticated 

society, 9 and in light of Q,ur past experiences. 

statutes must be uniformt concise, and specifiC! as -to what 

actions are proscribed. They must afford limited opportunity 

for interpretation, for on such foundations ladders are 
( 

built to allow guilty parties to climb above the intent 

of the law. 

The law must consider new and novf)l approaches to writing 

st~tutes, allowing the punishment to fit the c~ime. The 

law might decide to eliminate some of the judicial discretion 

abounding so freely and seek to establish mandatory minimum 

sentences for repeat offenders. 

"In any event, the law must be made cont.,emporary. And in no 
~.' j 

'-' 

field does the law seem to be more archaic than in the 

field of, business and economic crime • 
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Procedure 

A comprehensive review of existing federal and state 

statutes with respect to economic crimes must be undertaken .. 

The review must cull from existing statutes those provisions 

that appear relevant and have led to high rate of conviction. 

o 

statistical data should be reviewed determining which --' courts" 

are prosecuting which crimes, and with what success. 0 

Bar Association and other panels should 'be set up allowing 

the vast reservoir of legal talent to' formulate model 

statutes in areas that they feel are unproductive. ' 

State legislatures should be canvassed to determine-if pending 

bills have any relevance to economic crime. 

Various other agen~ies, associations, panels, etc~ should 

be contacted in o+der that all existing or prospective 

laws are gathered for review. 

After such a gathering of informationj model statutes 
'~~" 

should be drafted to be· used on a national basis. ,) 

o 

5-17 



• 

• 

• 

.. 

• 

• 
.;, 

e, '. 

Research Project 4. Econ~mic Analysis of Crimes Ag'ainst 
Business 

It is currently accepted practice to quote a 24-40 billion 
,~ /,'.:0 
dollar loss to business and the economy due to crimes against 

business. It is presented that this cost (loss) must also 

be added to related costs of maintaining private security 

forces ahd the criminal justice system. It is often 

presumed that a considerable portion of these costs/losses 

is passed'~ on to the consumer, through increased prices 

whi6h in effect contribute to the general inflationary 

spiral and the inability to sell many products to foreign 

markets (imbalance of payments). 

Procedure 

'l'his research project proposes an econometric analysis of 

the actual dollar cost and impact of Crimes Against 

Business on: 

• individual businesses 

.. ,.the consumer 

• the national economy 

This analysis, in effect, will attempt to define the way 

in which the presumed impact of crime compares with the 

actual recirculation of the dollars withdrawn from 

legitimate business due to crime. Secondly, the analysis 
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will examine the actual cost/benefits of maintain.:j,ni~rflfe-·o-. 

current criminal justice system with regard to the dollar 

savings for the population of, business. r~9arding criminal 

losses. Finally, this analysis will attempt to define 

the direct and indirect ways business losses and security 

expenses impact the consumer and business. 
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Research Project 5. Model Package for Prosecution 

'rhe current drop-off rate from arrest to proseqution is 

approximately 30% for economic crimes. Law enforcement 

officials often claim that prosecutors screen out "good" 

cases which should be prosecuted; while prosecutors refer 

to the Ilbad" arrests made by police officers. The latter 

claims, in many cases there is a lack of sufficient 

evidence for prosecution from a lawyer's point of view. 

This proposed research project will attemp to define the 

cri teria used by prosecutol:'.s for scr~~flng economic 

crime cases. On the basis of this information, a model 

package will be develo~ed for investigations, defining 

minimum standards of evidence required for prosecution. 

Procedure 
I,;! 

Prosecutors. with economic crime units will be solicted for 

their cooperation. Screening techniques will be reviewed 

with the intention of defining key potential cri,teria for 

the decision to "not prosecute". A sample of well 

documented cases should be reviewed in order to determine 

the requirements for success in prosecution. 
'" 

On the basis of these variables; a prototypic investiga-

tiye package will be developed which will include require­

'menta for passing the screening criteria used by most 

prosecutors' offices. 
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This information will then be made available for dissemination 

through workshops, seminars, and pamphlets to law enforcement 

officials and prosecutors nationwide. 
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Suggested Criminal Justice Modifications 

Introduction 

!t is a widely accepted view that .those committing crimes 
against business are victimizing not only business but 
the public at large. However, it is also widely noted 
that these criminals are prosecuted sporadically and 
rarely, if ever, experience any meaningful criminal 
penalty or sanction. . 

Therefore, if we are to fashion a credible deterrent to 
commercial crime, the prosecution thereof must .l,J,lecome more 
t1.1an an empty gesture or a sporadic act. ' 

New and innovative statutes must be written to adequately 
deal wi,th the sophisticated and sometimes complex nature 
of commercial crime. In addition procedural devices must 
also be fashioned so that the criminal justice system can 
properly and fairly prosecute and dispense justice with 
regard to these crimes . 

{) 

Cognizant of these conditions the Council has endorsed 
}:I,asic recommendations to be considered by the Criminal 
Justice Modification Workshop Panel. Following is a list 
of those recorrunendations and the rationale behind the 
initial discussions. 

(I 

• Sponsor legislation allowing for severe penalties 
to be imposed, when the magnitude of the crime 
warrants. 

The existing Commerical Bribery Section,;35-l8-
10-1 and 2, of the Indiana statutues" relegates 
the entire area of commercial bribery to the 
bribery of officers and carriers or the bribery 
£l officers and employees of carriers. However, 
even more startling is 'that the most significant 
provision of this statute provides that violation 
thereof, in any manner, subjects the guilty party 
to a ridiculously low fine (minimum of $25 to a 
maximum or $100.) 

The statute is ineffective and counterproductive. 
Although it is repealed effective July 1, 1977, 
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it is illustrative of the fact that with respect 
to certain commercial criminal statutes, the 
criminal justice system does not provide adequate 
penalties, nor does the criminal justice system 
attempt to fully address the magnitude oJ the 
problem.' 

As the legislation with respect to statutes should 
become more cognizant of the range of penalties 
imposed, so too must we look to the various aspects 
of sentencing with respect to the variety of 
commercial crime. 

Recently, a group representing r~l estate devel­
opers in the Southwest perpetra.ted a fraud upon 
the public, reaping a harvest of over 200 million 
dollars in profit. The guilty parties were tried 
and convicted. They were sentenced to a maximum 
of two years in jail, such time to be served during 
the week only. The perpetrators were allowed to go 
home on weekends. 

It is submitted that sentencing of this type), after 
an acknowledged theft of over 200 million dollars, 
makes the prosecutorial deterrent nonexistent .. 
Under these c0ndi tion'S such acts will continue to 
beqommitted no matter what the written law" 
proscfibes. 

• Create separate courts dealing with hon-violent 
G crimes against business. 

The City of Chicago has instituted a concept long 
championed by the retail industry., A separate 
court dealing only with retail shoplifiting has 
been establiShed. 

Advocates of this type of alignment believe that 
the congestion of the regular courts will be 
alleviated. They believe that arudge will be 
more inclined to view the seriol.lsness of a non­
violent crime without having to compare it to a,. 
violent crime.. Judges and prosecutors will 
,become more expert in" commercial crime and better 
able to understand otherwise complex material and 
testimony • 
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• Establish mandatory prison sentences for any 
repeat offender, notwithstanding the crime. 

Long a controversial topic, the Council feels 
it must be considered, notwithstanding the 
obvious consideration that judicial discretion 
will be severely limited. 

It should be noted that the proverbial "one bite 
of the apple" is allowed. Judicial discretion 
as to prison confinement is not eliminated until 
the party being sentenced has already been pre­
viously convicted. The length of the mandatory 
sentence may either be statutorily prescribed or 

,left to the discretion of the judge hearing the 
case. 

• Establish the use of increased penalties for 
repeat offenders. 

Once again, this provision is .aimed at the 
recidivist. The knowledge that increased penal­
ties apply to a repeat offender will hopefully 
deter possible future crimes. 

• Establish the use of multiple offender statutues 
to focus on the career cr imina I . 

Applicability of multiple offender statutes is 
often ignored by prosecutors. However, if utilized 
consistently by each prosecutorial office, the 
deterrent effect is obvious. 

• Provide both criminal and civil sanctions to those 
convicted~ 

For example: 

the guilty party must make restitution of all 
monies or property; 

the guilty party is precluded from engaging 
in similar business or practice. 

A person may enter a patticular commercial 
endeavor, defraud various businesses in any number 
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of ways, ana somehow be caught. Ye~i, after 
trial; conviction and sentencing, 5~t is concei va,~ 
ble that this person ~illbe requ¥~ed to pay 
merely a nominal fine, keep the :t;;rui ts of his 
labor and re ... enter the same busi,~iess to conceiva­
bly begin the cycle anew. 

ostensibly, conunon sense would dictate that the 
law prohibit this person from/beginning the same 
sequence again. 

• Conduct a comprehensive study of all statutes 
having relation to crimes against business. such 
a study should seek to re-define these crimes; 
recognize the limitations .of the existing statutes 
wi th respect to thes.e crimes, and write model 
statutes to be utilized.:nationwide. 

- \.......~_I 

For example, as is illustrated by the afore­
mentioned Indiana statute, the area of Bribery 
must be studied and new laws written to reflect 
circumstances as they exist today. 

So too must new laws in other areas be studied 
and written. Some state legislatures have already 
attempted to write new legislation seeking to 
attack a ~ong~ta.\1ding problem from a different 
perspecti v~· 

In the State of Minnesota the penal law now includes 
a provision against the possession of shoplifting 
gear. It provides: 

o 

Whoever has in his possession any device,. 
gear 1 or ins:trument specially designed to 
assist in shoplifting with intent to use 
the same, to shoplift or thereby commit 
theft may be sentenced to ip!prisonrnentfor" 
not more than three year,s or to payment of 
a fine of not more than $3,000 or both. 

IJ.ihe implication is clear. This"stateChas sought 
to confront the shoplifting problem at its inoE.':!p­

etion'and has made the maxiIfium'penaltyq,pite severe 
in light of the penalties enumerated in other 
statutes. Innovative statutes similar to this 
Minnesota statute must be considered, and their 
feasibili ty measured,. 
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• Create specially trained unib;Liilssigned to the 
police and prG)secutorial staff)', trained to 
investigate,' prepare and prosecute commercial 
cases. 

A commitment through the criminal justice system 
must be made in attempting to deal with commer­
cial crime. It must begin with the police, and 
carryon through to the judicial process. 

Law enforcement must acknowledge that commercial 
crime is complex and difficult. If a person is 
mugged, he will know it immediately. If employees 
piLfer, or embezzle, the effect is not as immedi­
ateUy recognizable, and the case is lokely to be 
more difficult ,and time ccmsuming to develop. 

Accordingly, specia11y trained units must be 
assigned to investigate and prosecute commercial 
cases in order to effectively process them through 
the criminal justice system. 

e Set up a procedure whereby the sentencing judge and 
prosecutor are notified when an individual comes up 
for parole. 

It seems obvious that the prosecuting attorney and 
sentencing judge would have~eaningful input with 
respect to an individual.' s application for 'parole. 
Accordingly I ,corrections shouiCi"be required to 
make proper notifications at all parole hearings. 

Conclusions 

The existing laws, and the prevailing level of prosecution of 
those laws, has not and will not create any measurable deter­
rent threat to the criminal in our society. Crime against 
business does pay. And it wili continue to pro1iferate until 
meaningful commitments are made by legislators, police, pro­
secutors and the jucliciary.* 

* A total commitment from busIness is essential also, G 

but that is not within the purview of this paper. 
However, it should be noted that without such commit-
ment from business (e.g_, better record keeping; strict 
announc.ed polic~es against all crime;, the willingness 
to report and prosecute bffenders, etc.) then the 
commitment made by the criminal jus'tice system will 
remain an empty gesture. 
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Better laws, investigation, prosecution, sentencing pro­
cedures, and education are all necessary before our 
criminal justice system is made to function effectively 
to deter crimes against business. 
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Some Recommendat~ons for a National Data Base 

o j < 

In t~firstPhase of our information col1ection process, 
tliEf>staff of the Crimes Against Business Pr()ject attempted 
to locate 'and assess the current statistica1,.base regarding 
the economic impact of crimes against business. This 
phase focused on: c, 

• sources and extent of available dat9 1 

• gaps in available data base; 

• accuracy and adequacy 6f current data collect~~,n 
methOdologies. cc. "',_.1 

Ii o 
On the basis of the information gomplied, preliminary 
recommendations were made for· provision of a reasonably valid 
na.tional da.ta base respecting the economic impact of crimes 
against business. /''/' 

./,;::..---

The. fbllowirl9' recommendations are excerpted cfrom our "Statrl9 
of the Art" paper of March 1977 as approved by the Crimes' 
Against Business Advisory CounciL. 

(} 

o 
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preliminary.Recommenda~iofiS 

.J 

Data col'lections should serve se,veral purposes in addition 
to· scoping'out the dimension of a problem~ The reconunenda-

~ tiona set forth below describe m,ethodological alternatives 
which take into accOunt the conclqSions/problems described 
in the previous sections, an~ the need to accomplish the 
following through the process of data cqllection. D 

o 

" ~rovide an incentive and a vehicle for individual 
businesses to assess the impact of crime on their 
profit pi .. ctc.re and make crime loss a management 
issue. 

" 

,', • 

• 

Establish communications between and among':"! 
bus~nesses and the Federal government which 
brings crimes against business into focus and 
priority attention. 

Provide information to raise the consciousness, 
of the consumer vis-a-vis the impact of crimes 
on the general economy and inflation. 

Provide baseline data to assess within each 
organization and nationwide the impact of 
progranunatic efforts to,r'educe and prevent 
crimes against business_ ." 

With these purposes. in mind, the following recommendation's 
are described in summary f.orm. The firs.t four"""are not 
mutually exclusive, although it is likely that if both 
1 and 2 (collection from business by a modified tax 
return or via a special data collection effort in a sample 
of businesses) were found to work, only one would, in fact, 
be the basis for a nationwide eftort. 

· ..... 1 

1. IRS Corporate Tax Report Modifications ' 
o. . 
eurrent provisions of corporate tax returns make allowable 
deduction of losses due to theft wheroe "theft" includes 
but(. is not limited to "larceny, embezzleme.nt and robbery' 
(se~ Appendix L). IRS supplemental oschedules for forms 
for gains and losses cQuld potentially provide an accurate' 
source of information regarding ths loss figures sustained o.p 

by businesses due to crime. 
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currently" it is not possible to parcel out th~se figures 
on corporate tax returns as the schedule groups together 
allowable losses and therefore the sOurce of the loss 
cannot be det.ermined from the gross figures. 

Secondly th¢re is generally collusion among executives at 
. all levels of a corporation to "burY~II- such lO$s~os under 
'alterllative categories and thus pretv-ent iden:tifl:ca tion of 
losses directly due to theft (whicl1 companies and executives 
find embarassing). 

A modification of categories on the supplemental form with 
the explicit requirement to identify accurately the nature 
of the' loss could provide direct I reasonably accux'ate data. 
Since tax~forms are filed yearly these figures would 
represent an ongoing data gathering process which ('!ould be 
compiled and reported ~y the IRS in in its publication, 
Statistics of Income - Business Income Tax Return. 

Groundwork would have to be done to generate the -willing 
cooperation of business by indicating that this is the 
most discrete and confidential method of collecting statis-
tics which are important to business. . 

Advantages 

.. The IRS is a highly credible source and the 
request toe-report on tax forms should provide 
adequat.e incentive for businesses to maintain 
accurate loss records on crimes against business • 

., The IRS tax machinery represents the most direct, 
efficient, inexpensive and accurate method for 
generating statistics on an annual basis. 

• (trhe IRS could maintain the confidentiality of 
l;the information from sources and therefore would 
be the most likely of all Federal agencies to 
receive accurate information. 

.. The IRS would be able. to analyze these figures 
with regard to a variety of variablesi e.g., size 
of corporation, geographic location, personnel 
expenditures, type of business organization, etc., 
since this information is available off the tax 
forms. 

5"'30 

o 



• 

• 

• 

• 

• 

• 

• 

• 

• 
)) 

• 

• 

• 

o 

The IRS wou~ff~h~le information from the entire 
population of~ b~0inesses rather than a :sample. 
This could he:tp -:Overcome the reluctance C)·f 
individual businesses to reveal losses for fear 
their credibility will be reduced vis-a-vis 
competition. 

Disadvantages 

An effO:'ttwould be required to establish a reporting J;"equire­
ment for I:RS to gather this data. IRS refused a similar 
request made by the Department of Commerce in 1975. It 
is unlikely that they would be immediately favorable to 
such are request in 1977. 

Unless businesses can be persuaded that it is in their own 
~best interest to report accurately, they are likely-to resist 
any such additional change in the IRS reporting format. 

Reporting may still not be accurate with regard to loss 
category. Business may still attempt to ttburytt figures in 
order to prev~nt disclosure of actual losses and tQe split 
between shoplifting, internal theft and non-criminal 
"shrinkage" of inventory would remain ext.remely difficult 
to assess in the retail industry. 

2.. Representative Sample Panel of Businesses 

This proposal envisages an analog of the Victimization 
Surveys, with b1lsiness organization as the sample unit. () 
The sample would be some form of stratified (by type of 
business, size of business, geographic area) random sample 
within selected communities. (Probably differenti~l 
sampling fractions would be used in some strata, in order 
to improve the reliability of estimates for particular 
industries, etc. Weighting would be used to obtain 
national estimates ... ) 

It is envisioned ,;that the businesses that. constituted. the 
sample would form a panel, continuously reporting losses 
over a two or three year period, from the time of enrollment, 
before being replaced by new units. . 

Bias due todiffeJ::'ence between those organizations that 
cooperated and those that did not would have to be" ' 
investigated, presumably by taking a II once only" picture 
of a sample of non-cooperators, and comparing this with 
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equivalent 8ata from cooperators. Corrective weighting 
could then be applied to improve the estimate, if dis­
crepancies were found. 

We anticipate that a sample of about 10,000 businesses 
would be adequate for the purpose of estimating losses, 
making comparisons between broad industry groups (various 
categories of retail and wholesale business, of manufac­
turing, of service, finance, insurance and"transportation). 
Sub-samples of the total panel sample would be replaced, 
at intervals, with new units. 'l;-his procedure can be 
optimized to give the best combined estimates of losses 

Oat a particular. time and of trends over time. It also has 
the advantage i~hat dropping a cooperative business from the 
study after, say, two years enable.s that business to drop 
the sophisticated data collection effort if it finds it 
onerous and not, for its own purposes, cost-effective. 
On the other hand, if it finds such data to be a useful 
management tool, then it would possibly want to continue 
without federal support for the effort. From the viewpoint 
of data validating per unit, a panel has the advantage 
that one is not relying upon data gathering by ~~n-standard­
ized methods (or upon memory) in order to obtain the 
entries in, the recording,schedule. A unique, standardized. 
system, using very rigorous and explicit definitions of 
each crime category and explicit means of measuring, would 
be established at the outset in each cooperating organization. 
once this system was in place, reporting would not call for 
personal, face-to-face interviews; returns could be made by 
mail, although some monitoring visits would be in order. 
The paners could"be extensions of the existing commerCTcil 
victimization surveys. 

Advantages 

No legislative changes would be needed to establish these 
panels and, given a truly representative sample, the loss 
figures could be made sufficiently accurate fo,r all 
practical purposes (although the shoplifting/pilterage 
breakdown would still be in doubt without a further step, 
as described in 3) below). ,The NCJ,ISS would.analyze 
and disseminate the data as part of its standard service. 

Disadvantages 
" 

Even with the proposed sample size; . there would be 
considerable restriction on the fineness of analysis that 
could be performed, compared with a census such as 
tax returns would provide. There is also the danger that 
despite all checks and corrective weightings, a bias 
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could enter the estimation process because of differences 
between these organizations that joined the reporting 
panel and those that did not. 

In any system, the problem of identifying the crime (as 
distinct from the fact of loss) still remains and, as 
stated, is acute for the shoplifting/pilferage split. 

3. Sample Survey of Individuals 

In order to help in obtaining information on the ;,dollar 
magnitude of crimes (shoplifting versus p'ilferage) that 
cannot be easily obtained by loss measure~nts within em 
organization, it is sugges'ted that aI1 experiment be carried 
out among a sample of the public (say 14 years and over) 
to obtain uconfessions" of illegal activity. Obviously, 
this would have to be carried out under circumstances of 
absolute confidentiality, with guaranteed (and evident) 
absence of any identification. (This probably precludes" 
sampling householde\Ss and interviewing at a person's home 
as is customary in Bureau of the Census work; a version 
of the tlquota"*method used by max-ket research org'anizations, 
although frowned on by sampling statisticians, might yield 
good results because the individual interviewed inuthe 
street or in a cafe, etc, would not be asked for name or 
address and could be more easily convinced of anonymity, 
than if the householder's address were identifiable.) 

There is some evidence that people are quite willing to 
"confess" to illegal acts against business under the 
appropriate circumstances, as illustrated by some LEAA­
funded work by the .Mid-Atlantic Research Institute. 
Whether their partigular approach and instruments are 
valid is a subject for further inquiry, but some such 
effort seems p;Fomising enough to explore and would, if 
valid, be a useful complement to the loss estimates obtained 
from the business organizations, either 'by a tax return 
or a sample-panel method. 

* Sample is balanced by demographic characteristics such 
as sex, race, age and socio-economic status, within area. 

i! 
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4. uniform Crime ReEort Revisions 

A requirement./4=or businesses to report losses due to crime 
to local prosecutors' offices as a prerequisite for claim­
ing a deduction on an IRS Tax Schedule might be instituted 
as an effective reporting system for Part II crimes against 
bUsiness. prosecutors would require standard formats for 
maintaining records; providing businesses with appropriate 

c, exemption forms; and passing the information onto the state 
UCR agencies. 

Such a (, report system, although cumbersome, would focus the 
attention of business onto crime losses. In addition, 
prosecutors would have to gear up economic crime units to 
handle the increased case l.oad. This would increase the 
m;unber of white collar crimes processed through the criminal 
j~$tice system and foster a more equitable distribution of 

(?:::aeterrence efforts for Part II as well as Part I crimes. 

This effort would be expensive and most probably meet with 
considerable resistance. 

5. Random Sample Survey of Businesses 

A survey comparable to the one mounted by SBA in 1969 
would be the least desirable alternative. Survey/interview 
could potentially be effective for data gathering if 
sufficient visibility and commitment among business were 
generated prior to the effort. Cooperation with such an 
e.ffort could be fostered by joint sponsorship of Federal 
government/Chamber of Conunerce/National Trade Association/ 
LEAA/AMA. 

Some effort would be required to provide. an ongoing 
sponsorship to the survey effort. Single efforts such as 
the original SBA do not provide the kind of in-depth 
continual focus on the problems of crimes against business. 
Indeed such periodic single effort may actuallY distort more 
than they reveal. 

o 
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Recommendations 

With regard to data gathering several recommendations can 
be made: 

• Business must be pursuaded to report known offenses 
to local police departments. 

• UCR reporting should place stronger emphasis on 
the reporting of Part I! crimes reported by 
municipal agencies (currently only approximately 
ane-fifth of municipal police departments turn 
in such records). 

• Prosecution data gathering system should be 
established nationwide. A standardized format and 
some' standardized process for monitoring the 
screening procedures is required. This information 
should be forwarded to UCR state centers. 

• Courts should refer disposition data, sentencing 
and actual commitment to prisons to UCRunits. 

Correctional institutions shOuld provide standard­
ized annual reporting systems to ,state t;ICR.centers 
as do municipal police departments. Thl.,s l.nforma­
tion should include annuat admissions data and, 
population profile by standardized offense categorl.es. 
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Some Recommendations for 
Communications and Instit'utionalization 

Introduction 

The following overview of proposed strategies for communi­
cations and institutionalization (see below for definitions) 
is presented as a basis of consideration for further 
expansion by the panel workshop members. These recommenda­
tions reflect the suggestions of the project staff and 
modifications made by the Advisory Council at the last joint 
meeting. . 

communications 

Communicatiorts strategy is defined for present purposes as 
a procedure for the exchange and dissemination of information 
relevant to controlling crimes against business among indi-
Niduals and groups who are (or should be) concerned about 
tl1e problems of such crimes. 

We propose a communications network, the goal of which is to 
take'the high-level awar~ness and support for the Crimes 
Against Business project 'being developed by the AMA Public 
Relations Program and communicate: (a) the magnitude of the 
economic and social effects of crimes against business among 
business" the criminal justice system, the private security 
communi ty anCi the general public (i'. e., raising the level of 
awareness)1 and (b) the general nature of the solutions that 
these groups can adopt, es,pecially by working together. 

A primary focus is the breakdown of the "we/they" perceptions 
that presently exist among groups (in particular the business 
and criminal justice communities). Useful types of vehicles 
to aChieve suchan end are the Public Interest Groups" and 
pro.fessionali:lnd trade. associations, which have an interest 
in controlling crimes against business. 

The purpose here would be to bring together those groups 
which recognize the magnitude of the problem and want to do 
something about it l but whose efforts have not been coordi­
nated or unified for effective information dissemination and 
exchange or for lobbying for legislative changes regarding 
the problem . 

l' 
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Examples of such agencies are.: 

• International Association of Chiefs of Police 

• National Association of District .Attorneys 

.. American Society of Industrial Security 

• National Association of Manufacturers, 

• Chamber of Commerce of the United states 

.' Local Chambers of Commerce 

• Various citizens groups which are concerned 
with crime, community economy or the cost of 
living • 

There has been indication, by many of these national 
organizations, of their willingness to cooperate with the 
Crimes Against Business Project, but as yet no common 
meeting' of all these groups has occurxed;·:and, eaah; ,tends to 
view the shared problems through their ,oWri perspective • 
Coordination and cooperation can be achieved by such means as 
national and regional forums, roundtables, presentations 
by one agency to another, etc., and ,a systematic exchange of 
ideas and data by an inter-group newsletter. 

One particular means of bringing these national organiza-
tions together is to form a specific division, representative 
of common problems, within each pf the existent organizations. 
National conferences would include, via these divisions, 
papers, ideas and discussions regarding issues of overlappiI1:g 
interests and jurisd;i.ction. Formal representation by o' 
members from each of the groups at the administration level 
would enable a consistent and scheduled sharing of information. 
A rotating system of executives through the executive members 
or members of Boards of Directors would assure that""a shared 
commi tment is constantly being established,. 

PresE!,~releases and lobbying activities would ,be coordinated 
by means of these interlocking efforts; a joint 'iCrimes 
Against Bu·siness Coordinating Council" might be the appropri­
ate structure. This could form the core of a national 
II Economic 'Crimes Institute," ,as described below • 

0\\ 
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(It should be noted that the LEAA g~ant proposal states 
that "detection of crimes against business and policy devel­
opment are management tasks, the area of AMA specialization." 
The~efore a key suggestion for developing a communication 
network system is the design and utilization of MiA-type 
workshops, seminars and publications. These have, however, 
been addressed at a conference in New Orleans held on 
May 4/5/6, concerned with demonstration projects and need 
not be specifically discussed at the present series of 
workshop panels.) 

xnstitutionalization 

This is defined as the creation o~ new organizations or 
innovative use of existing organizations to act as vehicles 
for the on-going implementation of programs directed at 
controlling crimes against business. Emphasis here is upon 
uhard lf and specific programs rather C::han the exchange and 
dissemination of general information I although the latter 
can itself be institutionalized (as discussed in the 
previous section on Communicationsj. 

',' 

Such institutionalization should operate at national, state 
and local levels. While the public interest, professional, 
and trade associations can, we believe, play a valuable role 
in communication of broad, non-specific information, they 
are not suitable vehicles for the conduct of research or 
"hard" action programs~ we, therefore, propose a separate 
but related network of organizations to that suggested 
under Communications. 

National Level. We propose the formation of a national 
organization, dealing with the issues of economic crime, 
both against and by business. It could, as indicated earlier, 
be a development of a Crimes Against Business Coordinating 
Council created to coordinate the relevant activities of 
appropriate public interest, professional, and trade grollPs, 
but expanded by a small professional staff. In that case, 
its functions would be: 

• coordination of information exchange and dissem,ination; 

• coordination of lobbying activities, especially those 
concerned with criminal and crime-related legislation; 
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• creation of (or effclrts to create) uniform policy 
toward strategies for the control of crimes against 
business, by the various sections of the criminal 
justice and business communities; 

• maintenance and adval1\cement of "state of the art", 
by original research and :a.d.ssemination of research 
findings; 

• to serve as a technical resource for organizations 
at the state and local levels. 

The proposed organization would have a Board of Directors 
drawn for a diversity of sources representing criminal 
justice, business, private security and the public sector, 
plus a small professional staff. It is suggested that it,? 
could be funded by a variety of means" including busines&,' 
(through trade associations) I ,foundations and the Law /j, 
Enforcement Assistance Adminisltration. 

State Level. State-Planning Agencies could be utilized at 
the state level. Their cOIicer.ns for the criminal justice 
system provide built in support for' an extension or sub­
division of. the present body tp work in coc1rdinaticm with 
the proposea. national organizat.ion. 'Addi t:tonally," many' 
SPAs provide for regional supel~visi,on in tHeir s.tructure. 
Each state would organize a sub-unit of the Agency, to oversee 
acti vi ties of the local organi2:ations. 

Local Level. The local organizations can be bas~d upon 
already e;idsting b<;>dies (such as "Citizens Crimes Commissions") 
or be extensions of existing programs. (e.g., Operation, 
Shoplift in New Orleans) where there is the potent,ial to 
bring together prosecutors, business people and law enforce­
ment individuals. In addition, local organizations can be 
actually created via innovative demonstration projects 
offered to particular lpcales. The presumption. is that once 
suqh local organizations are initiated they will gain the 
momentum necessary for fUrther ef£ort,which would be appro­
priate to particular priority problems faced by each community. 

These organizations would be the means for viable local' 
interaction bet.ween the general pubI.i.c, the business , 
community, private secu;rity and tbe (,riminal ju~ceC'comm\lnity. 
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WORKSHOP PANEL MEETING 
MAY 4/5/6 i 1977 

FAIRMONT HOTEL, NEW ORLEANS 

Mr. Del Aleman, Jr. 
Vice Presidep.·F 
Barbers, Ha:i.(~:Jiressers & 

cosmetologists International 
Union of America, AFL-CIO 

Crowndelet Building 
New Orleans, La. 70112 

Mr. Thomas Allwein 
Corporate Security Dire6tor 
Central Soya 
Fort Wayne, Indiana 

Mr. Edward Bacon, Jr. 
Corporate security Manager 
I.' Magnin & Company 
Union Square 
133 Stockton 
San Francisco, Ca. 94108 

Mr. Harry :j3arber 
Director of Security 
D. H. Holmes 
P. O. Box 60160 
New Orleans, La. 70160 

Dr. Steven A. Brenner 
School of Business Administration 
Portland State University 
P. O. Box 751 
Portland, Ore. 97207 

Mr. William Cahalan 
District Attorney 
1441 -St. Antoine 
D'i9troit, Mich. 48226 

Mrs. Porothy Chappel 
Vice President Human Resourpes 
The Equitable Life Assurance 

Society 
1285 Avenue of the Americas 
New York, New York 10019 
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Mr. Richard Cole 
President ' 0 

Loss Prevention Diagnostics 
P. o. BoX 263 
Mendham,<-,\ New Jersey 07945 

Mr. Harry F. Connick 
District Attorney 
Suite 200 
2700 Tulane Av-enue 
New Orleans, La. 70119 

Mr. William Cunningham 
Hallcrest Systems 
7346 Eldorado Street 
McLean, Vi.:rginia 22101 

Mr. ,Robert Dicker 
Special Agent 0 

Federal Bureau of Investigation 
201 E. 69th Street 
~ew York, New York 10021 0 

Mr. Thomas Dolan: 
Director of sebbrity 
Barbizon Plaza Hotel 
706 Central Park South 
New York, .New York 10019 

Mr. Paul Dunn 
National Council on Crime 

and Delinquency 
411 Continental Plaza 
Hackensack, New ,Jersey 

Mr. William Fleming 
Security Director 
Marriott Corporation 
5161 River Road 
washington, D. C. 20016 
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Mr. Patrick Foley 
Director 

o 

Wayne County Organized 
Crime Task Force 

(' 1];110 Frank Murphy Hall of 
Justice 

1441 St. Antoine 
De~roit, Mich. 48226 

Dr. Simon Fuchs 
Mayor's Advisory Committee an 

o Small Business 
"' 230 Tower,Bui~ding 

Baltimore, Md. 21202 

Mr. Robert Grassi 

() . 

Vice President - Fraud Division 
J. Kroll Associates, Inc. 
909 Third Avenue 
New York,New York 

Mr. Ric~ard Guiltinan 
Pa17:tner 
Arthur Anderson & Co. 
1345 Avedue of the Americas 
New YOl.·k~ New York 10019 

Alan Harris, Esq. 
~70 Glencove Road 
'Roslyn Heights, New York 

Mr. L. Merritt Kanner 
Director 
Security Systems 
,;M.~rriott Corporation 
8515 Biscayne Blvd). 
Miami, Fla. 33138 

Mr. Herman King 
Texas Instruments, Inc. 
P. ,;0. Box 2909 
Austin, Texas 78769 

Dr. Arthur Kingsbury 
Chairman, Law Enforcement 
Macomb County Community College 
Warren, Michigan 

Mr. Aaron M. Kohn 
Managing Director . 
Metropolitan Crime Cort~ission 
of New Orleans, Inc. 

1107 First National Bank 
of Commerce Bldg. 

New Orleans, La. 70112 

Mr. Leonard Kolodny 
Metr,opolitan ~ashirtgton Board 
of 'Trade 

1129 20th Street 
Room 200 
Washington, D. C. 20036 

Dr. Ezra Kreng.el 
The Wharton SdhQol 
The University of Pennsylvania 
Philadelphia, Pa. 19174 

Mr. Jules Kroll l' " 

President 
J. Kroll Associates 
909 Third Avenue 
New York, New York 10022 

Mr., Sal LaBarbera 
Director of Loss Analysis 

& Prevention 
Human Resqurces Administration 
60 Hudson Street 
New Jork, New York 

Mr. Ian Lennox 
Executive Vice President 
Citizens Crime C9~nmission of 
Philadelphia 

1700 Walnut Street 
Philadelphia, Pa. 

Mr.. Robert Leonard 
Prosecutor 
Genesee County 
100 Court House 
Flint, Michigan 
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Mr. Gene Looper 
National Security Manager 
Sears Roebuck & Co. 
Sears Tower - Department 731 
C;9i,cago, Ill. 60684 

Mr. William Lucas 
Sheriff 
Wayne County 
525 Clinton Street 
Detroit, Michigan 48226 

Mr. Richard Mainey 
IBM Corporation 
Old Orchard Road 
P,rmonk, New York 10504 

Mr. Henry R. Mann 
Deppty District Attorney 
220,\ West Broadway 

!~~! • 
Sa~ D1ego r Ca. 92101 

Lt. Robert C. McClary 
Wayne County Organized Crime 

Task Force 
1180 Frank Murphy Hall of 
Justice 

,.1441 St. Antoine 
Detroit, Mich. 48226 

Mr. Tko McGillicuddy 
\~ . /, ". 

Sp{3d1al Agent 
Feder.al Bureau of Inyestigation 
201 K .. 69th Street -
New York, New York 10021 

Mr. William McInerney . 
11509 Arbor Drive East 
,Anchorage, Kentucky 40223 

Mr. Thomas J' • McKeon 
Executi ~e Vice Pr,es iden il) 
INTERTEL (\' 
1107 H Street, N.W. 
Washington, D. c. 20006 

Mr. George P. McManus 
President 
Auto Theft Bureau 
390 North Broadway 
Jericho, New York 11753 

Mr. George Hilne 
Vice President - Finance 
IPCO Hospital Supplies Co. 
1025 Westchester AvenUe 
White Plains, New York 10604 

Dr. Earl Molander 
School of Business Administration 
Portland State Univer.sity , ;, 
P. O. Box 751 
Portland, Ore. 97207 

Mr. Albert Molephini 
Western Electric Company 
222 Broadway 
New York~ New York 10038 

Mr. Philip Montelepr? 
Munioipal Court ~0 
7272 s. Broad street '" 

.New Orleans, La. 70119 
" ~/ 

Mr. Archibald R. Murray 
Attorney in ~hief' 
The Legal Aid Society 
15 Park Row 
New Yonk, New York 

I! 
'::\ ':::-

Mr. Frederick Newman 
Director of Security 
Security Division . ' 
Macy" , s 
151 West 34th Streit 
New Yor~, New YO~fk 

\,"" I;,;:, 

Mr. Robert Ogren 
Chief of Fraud 
RoOm" 3800 
U. S: Courthouse • D 

Third and Constitution 
washington, o. C. 20001 
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Lt. Richard Piland 
Multnomah County Sheriff's Office 
Crime Prevention unit 
10525 SE Cherry .Blossom Drive 
space 101 
portland, Ore. 97216 

Mr .. Edward Riordan. 
Department o:f Rehabilitation 
DWI ' 
P. O. Box 133 
Albuquerque, New Mexico 

Herbert Robinson, Esq. 
32 East 57th Street 
New York, New York 

Mr. Joseph Rosetti 
Director of Security 
I.BM Corporation 
Old Orchard Road 
Armonk, New York 

Mr. Donald P. Rowen, 
President 
South Central Iowa Federation 
of Labor, _AFL-CIO 

2000 Walker Street 
Suite B 
Des Moines, Iowa 53317 

Mr. Harold Russell 
65 Landsdown Lane 
Rochester, New York 14618 

Mr. Wilbur Rykert 
Executive Director 
Nati9nal Crime Prevention 
Association 

529 l4::th ptreet, N. W. 
Washington, D. C. 

Sgt. Warren sturr 
Wayne County Organized Crime 
'Task Force 

1180 Frank Murphy Hall of 
Justice 

1441 St. Antoine 
Detroit, Michigan 48226 
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Mr. John L. Schwartz 
Manager 
Corporate Security 
Abbott Laboratory 
14th and Sheridan Rd. 
Chicago, Ill. 60064 

Mr. Jesse Taylor 
Associate General Counsel 
May Department Stores Corp. 
611 Olive Street 
St. Louis, Mo. 63101 

Mr. Warren Wagner 
Assistant Vice President 
State Farm Fire and Casualty 
112 East Washington Street 
Bloomington, Ill. 61701 

Mr. Allen Walz 
Norton-Simon, Inc. 
277 Park Avenue 
New York 1 New York 

Mr. Timothy Wilson 
Department of Justice 
General Crime Section 
315 Ninth Street, NiW. 
Washington, D. C. 20530 

Lt. John Yurko 
Wayne County Organized Crime 

Task E'orce 
1180 Frank Murphy Hall of 
Justice 

1441 St. Antoine 
Detroit, Mich~ 48226 

Thomas A Zotos, Esq. 
St. Louis County Juvenile Court '0 

501 S. Brentwood Blvd. 
St. Louis, Mo. 

Mr. Francis J. Wolfe 
Assistarit DirectoD 
Insurance Crime Prevention 
Institute 

15 Fra~JsJin Street 
Westport, Conn. 
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WORKSHOP PANEL MEETiNG 
,JUNE 14/15, 1977 

AMA HEADQUARTERS, NEW YORK 

Dr. William C. Bailey 
Department of Sociology 
The Cleveland State University 
University Towers 
Cleveland, Ohio 41114 

Dr. Alfred Blumstein 
Urban Systems Institute 
Carn~gie.Mellon Institute 
Pittsburgh, Pa. 15213 

Dr. Duncan Chappel 
Battelle Institute 
4000 NE 41 Street 
Seattle, Washington 98105 

Dr. Wayman Crow 
Director 
Western Behavioral Science 
Institute 

1150 Silverado 
La Jolla, California 

Dr. Edward DeFranco 
Chief 
Probations Managemen°t:. Analysis 

and Information 
New York Department of Probation 
Albany, New York 12223 

Mrs. Janet Falsgraf 
Director 
Criminal Justice Public 

Information Center 
3510 Chester Avenue 
Cleveland, Ohio 44114 

Mr. William Lucas 
Sheriff 
Wayne CQunty 
525 Clinton Street 
Detroit, Michigan 48226 

Mr. Frederick H. Newman 
Director of Security 
Macy's 
151 W. 34th Street 
New York, ,New York 10001 

Mr. Larry Stark 
Manager 
Community Development Project 
Greater Cleveland Growth 
Association 

Cleveland, Ohio 44115 

Mr. John J. Sweeney 
Greater Cleveland Growth 
Association 

3647 Rolliston Road 
Shaker Heights, Ohio 44120 

Mr. Gordon Williams 
Vice President 
National Retail Merchants Ass.ociation 
100 W. 31 Street 
New York, New York 10001 
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American Management Associations 

Crimes Against Business Project 

Summary of Recommendations Emanating 
from Panels of "Crimes Against Business" 
Specialists Attending Two Conferences: 

New Orleans (May 4-6) and New York City (June 14-15) 

June 30, 1977 
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SUMMARY OF RECOJl.iMENDATIONS FROM, 
PANELS OF "CRIMES AGAINST BUSINESS" SPECIALISTS 

Introduction 

Two conferences were convened in order to develop certain 
concepts, in~tially generated by tne American Management 
Associations' "Crimes Against Business" Project, into;recom­
mended programs. The project is funded by a planning grant 
from the Law Enforcement Assistance Administration (LEAA) and 
is concerned with strategies to control "non-violent" crimes 
against business. The final out.puts will be a set ofrecom­
mendations for: 

• 
• 
I'JI 

.. 

Demonstration programs 

Research Programs 

A National Data Base 
\.,,) 

Strategies for: 

communicating the economic and social impact 
of crimes against business to the American 
public and .establishing communications between 
the criminal justice system and business 
communities; 

institutionalizing the project and the proposed 
program so that momentum is maintained. 

In all, some one hundrc~ leaders in the fields of criminal 
justice; private security, business and academia participated. 

Demonstration Programs 

Participants were asked to consider concepts relating- to 
de'iensive, deterrent and :1'de-motivC:,ting" strategies. 

Internal Defe~sive Measures 

Employee Pilferage and vandaiism. A series of curricula 
outlines were proposed for training and educating top., and 
middle management in the fundamentals of loss prevention 
systems, suitable for small and medium s.ized organizations 
in retail, manufacturing, and hotel/motel industries. 

o 
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,Shoplifting and Che9k Fraud.. Two curricula outlin~s were 
proposed for training and educating management of retail 
stores in the essentials of loss prevention systems, aimed 
against shoplifting ahd check fraud, and suitable for use 
by small and medium sized concerns. In addition, an employee 
training program was proposed relevant to the same concerns. 

The proposal was that mall areas should be-used in demonstra­
tion sites, and a program outline was developed that could 
lead to measurable results and dissemination of findings. 

Hotel/Motel Theft and Related Crimes. The National Crime 
Prevention Institute model security survey was taken as an 
example -of a recommended basis for a training program for 
management. In addition, a general employee training program 
was recommended, this being considered lithe fulcrum upon 
which loss prevention programs will pivot, combined with 
unrevokable commitment on the. part of management." The issue 
of keycontroL""'Vras also .addressed in detail. 

The above three sets of programs could be combined into a 
loss prevention/asset protection demonstration project in 
selected communities • 

Commercial Bribery. The outputs of the group concerned with 
this issue were: 

1. A definition. 

2. Summary guide~ i:.1es for use by organizations in 
establishing and cornl11Unicating its operational 
philosophy, its commitment and its operational 
standards relating to ethics in business. 

3. 

4. 

5. 

A description of situations in which bribes are 
accepted or offered and their nature. 

Guidelines fores'tablishing controls to make 
temptations towards dishonesty" appear impr;8Ectical 
or unprofitable," with such controls being more 
pers0nally demanding upon "executives than those 
imposed on employees of lesser responsibilities. 

A recommendation for closer cooperation between 
business and the criminal justice system in inves­
tigating, detecting and prosecuting bribery, and 
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in particular the creation of a staff that can 
serve as interface wi'th the sYS,tem, and an improved 
capability in tlle public sector to cooperate with 
business in this activity. 

~c 

Guidelines for the develop:ment ·of vehicles for the 
cooperative dissemination of goals within indus­
tries, with a particular recommendation that indus­
try associations establish committees of members 
to deal with dissemination of information on the 
problem, appropriate ph,:i.losophy, codes and deterre~t 
techniques. .~ 

7. An outline of training "pr9gr~ms/seminars to pro­
mote the deterrence and cOntrol of corporate 
bribery. 

Joint Defensive and Deterrent Measures 

Arson. ' An outline was developed for a two-track training 
program, consisting of an overview course for, members of the 
judiciary and an intensive course for arson-insurance 
investigators and members of the criminal justice l?ystem 
dealing with the problem. Suggestions for changes 'in stat­
utes concerning arson were also made, including a recommenda­
tion that states should consider adoption of the American 
Insurance Association Model Arson Law. 

The expertise tQat is ~lready available was recognized as 
was the existence of the National Fire Prevention and Control 
Administration and the National Academy fo'r Fire Prevention 
and Control, but the point was stressed that effective 
promulgation and implementation were lacking.' A possible 
demonstration project would be the creation of an arson task 
force in an area with a growing arson'problem and no such 
force, and the instituting of training of all personnel along 
the recommended lines. 

Public Deterr~nt Measures 

Modification of the Criminal Justice System. A proposal was 
made for the establishment of Economic Crime Units, under . 
the auspices of local prosecutorial offices in )netropolitan 
areas. The purpose of s.ucli units would be' to conduct special 
investigations involving complex commercial crimes and crimes 

.~.- , 
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that generally af,fect the business community,. They wou;t.d 
be staffed by prosecutors (experienced trial attorneys)' 
andoinvestigators. Personnel would be specially trained. 
The National District Attorneys Association models were 
recommended for staffing and training. 

While some areas do already have such units, many do not and 
where they do exist they are not always efficiently staffed. 
The proposed d~monstration project would be to establish a 
model unit, with a carefully selected staff, properly 
trained, and with the involvem~nt of business people in an 
advisory capacity. . 

In addition to such structural changes, many recommendations 
were made concerning statutes, sentencing guidelines and 
court procedures. In most cases, ,it would not be possible 
to set up demonstration projects in these areas, since state 
Or municipal legislative action is called for; they have 
therefore' been treated as subjects for research and dissemina­
tion of research findings, in the belief that this is the 
most effective way of producing'change. 

Commercial Fencing. Commercial Fencing is a means whereby 
stolen goods are sold to legitimate business for resale to 
the public, the legitimate business being sometimes aware 
that the goods are stolen. The panel recommended methodology 
f~ ide~tifying the elements which will improve the chances 
of\)ncovering su~h o?erations and the capability to successfully 
prosecute. A number o~ research projects were proposed, 
which it was thought would l~ad to various demonstration 
projects,cincluding an extension of "Operation Sting,n 
directed, however, at finding the receiver who places stolen 
goods in the legitimate market. 

r::, 
"Demotivation" 

Wdtkplace CriTl'!e. The goals to which this panel worked were: 
a procedure tOidentify causes of employee dissatisfaction, 
alienation, ignorance, and other psychological dimensions 
which could be ind~ced by organizational factors and which 
could, hypothetically, motivate workplace crime;' matching 
solutions. While recognizing that there was not much hard 
data to support this hypothesis, it was agreed that it was 
plausible and worthy of testing in a IIreal" environment. 
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Th.e elements of, an organi;:i!:ational survey were determined, 
which would i<?-entify causes of dissatisfaction, etc. i~atching 
solutions would depend on the survey findings in anyone', 
organiz~tidn, but would range fIom eliminating discriminatory 

.personnel-practices and impro~ing working conditions to 
im,. proving interna.l, communic, ati~'.:In, s, ,'.' providing secu, rity tr. a~.· n-, 
ing for all employees, dedicati[" . the corporation to a policy 
of excellence and high ethical tandards in all its operations, 
ahd communicating and implementx g a policy of strict sanctions 
against offenders. 

A pro'posed de,monstration program would entail locating organi­
zations with recognized problems among its workforce, then 
identifying the causes of these problems, instituting solutions 
and measuring the impact upon workplace crime. A medimn-
sized retail store (or stores L was propo'sed as an example t 
with a similar organization (s) as a control. 

Crime By Young Persons (Shoplifting an'd Vanda~ism). The panel 
recognized that juveniles from all social strata commit-acts 
of vandalism and shoplifting. Peer pressure was thought to 
be the strongest single influence, but a,,"multi'-initiative" 
approach was stressed, which would include'1:;he family, 
schools and business, and innovative judicial reform". Specific 
activities proposed include: q~veloping "canned" programs 
for use by (a) mass media", anq (b) by schools, churohes, 
Parent--Teacher Associations';, Chambers of Commerce, directed 
to parents as well as to juV'eniles themselves; field trips ( 
to prisoDsoy juveniles; involvement of business rgpresenta-
tives in school ang COl:' uni ty programs; evaluating the .' 
Albuquerque Shoplifting Rehabilitation Program (baseq. on 
driver re-education models), for possible extension into 

(;'J~9ther jurisdictions.' 
"-o.~'''':~;'''' 

o 

A particular municipality would be selepted as the siteoof 
the "canned i' program project, one with 'recognized problems of '" 
juvenile crime and little in the way of ,structured pro$Jraros, 
to deal with the problem. ' 

(') 

Research Projects 
!) 

Arson. As a pomplement, to the demonstration project on, arson 
already considered, it was recommended that researZ!h should be 
conducted on the feasibility and effectiveness of an "educa.tional 
network," which would instruct elements of the criminal. justice" 
system, banks, lending institutions and insurance companies on" 
what characteristics of a business should be looked for in order 
fo (a) predict the likelihood of intended fraud by arson; and, 
(b) increase the likelihood of successful invest~,gation o,f 
frauds that have been perpet£ated. 

if 
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,Gpmputers and crime. To research the field of computers 
and crime, it was proposed that, firstly, 'an attempt should 
be, made to develop, protot.ypic models of ways in which frauds 
and embezzlements: can be perpetrated by use of computers. 
This would be achieved by bringing together a team of computer 
specialists and permitting them to simulate (with access to 
one "or mare 'computer systems) ways of Irbeating the system." 
Secondly, the team would develop methods of preventing and 
detecting these crimes, when commited in re,al-worJ,d businesses. 
Thirdly, given the methods so developed, a study would be 
made of a sample of businesses, to detect the magnitude of 
computer-assisted crime. 

Since it may well be that computerized systems inhibit 
rather than facilitate crime, it was considered necessary 

o "that the research should be so designed that comparisons 
between the actual and potential magnitude of crime via 
automated and manual systems could be made. 

The project staff would, it was recommended, include experts 
from the FBI, Department of Defense, Atomic Energy Commission, 
members of public auditing firms, and academic and private 
computer specialists. . 

Statutes, Sentencing Guidelines, Criminal Justice System Processes. 
The focus, it was proposed, would be on commercial bribery, 
theft, fraud, embezzlernente.ndarson. The study would commence 
with 'an analysis of the affects on the system and on society 
of differing statllte'-;, sentencing procedures and court processes, 
currently in use, from -.~ 1ich recommendations would emerge as 
to what "ideal" statutes I sentencing guil,aelines and processes 
should be. The researchers would work w(ith such organizations 
as the National District~ttorneys Association and the National 
Attorneys General Association, with legal associations, Ii 

associations of state legislative leaders and with staffs of 
legislative committees. 

Separate Courts. Closely related to the issue of process 
\.changes :tn the criminal justice system is the issue of special 
courts ,pa:t;t :icularly those set up to deal with shoplifting. 
It, was proposed that the Chicago, Illinois Shoplifting Court 
be used as a model for studY comparing its results with , 

\\'those in, Brhother jurisdictio,n with a s~\milar level of shop­
lifting and similar demographic and criminal justice system 
characteristics (other than the e:xistence ,of thes')court). The 
outcome of the study would be guidelines far the establishment 
and operation of such courts in j urisdictions ~eeting" certain 
criteria. I 
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Econometric study of the Social Impact of Crimes .Against Business. 
The objective would be ·;:'0 estimate the true costs to, and effects 

_ on, society of crimes against business. These qostsand effects 
- include increases in consumer prices, lost services, lost job 
opportunities, etc. It would be necessary to track ~nrough 
the effect of each type of crime on the business itself, 
insurance companies, the consumer, and the community. Much 
,of the input to the study woUld coIt!e front the proPQs~d National 
Data Base, described elsewhere <.;Ln this summary. . 

Identifying Management Techniques that Relate to th~ Encourage­
ment or Discouragement of Workplace Crime. 'The proposed method 
is to locate organizations of similar sizes, labor areas, 
markets products or services, etc., but with different internal 
crime rates and seek differentiating management practices, 
either with respect to personnel, overall conduct ·of the 
business or loss prevention. With an appropriately> designed 
sample, the effects of different practices upon internal crime 
could be identified. 

Improvement of Cooperative Efforts Between Business and the 
Criminal Justice System and Between Business and. Other Busines~. 
It was proposed that. research should be undertaken to study , 
the moti v~ and atti'tudes of business regarding cooperation. with 
the criminal justice system and vice versa, and also the 
motive and attitudes of business regarding cooperation within, 0 

the .business community itself. In-depth interviews, followed 
by a telephone su;cvey of business ex~cutives, prosecutors 
and senior law enforcen.-:-"lt officers were" recommended as the 
method. 

National Data Base 

c 

It was proposed that, as a first step, detailedl in-depth 
studies should be made in a small number of businesses, 
concerning the current availability of loss data and the 
potential for increasing the availability of valid data by 
cost-effective means. Following this initial effort,' it was 
hoped that a deve).opmental project could be mounted, possibly 
USing the Bureau of the Census/LEAA Comm~rcial Victimization 
sample as a basis for creating a panel of respondent businesses. 
It was not felt that this CQuld be'" recommended at this time, 
however, pince too little was known about what business could 
or would provide in the way of loss~data, hence the need for 
the initial step. ~ 
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A second proposal was to use self reporting as a means of 
assessing,individuaJ rates of offending, and to relate 
offenses to off,ender characteristics and modus ope+:andi. 
Again, it was not felt that this method could be recommended 
until a thorough study of self-reporting techniques had 
been made. 

Communications and Institutionalization 
,"" -" -----------.:...--.;...---...;,.;,...--------------

The panel recommended that an Economic Crimes Institute be 
created, policy control being vested in an Economic Crimes 
Council which would act as a Board of Directors. This Council 
would be broadly based and would represent business, criminal 
justice, p,rivate security, cohsumer groups and organiz-ed 
labor~ T~~ Instituter~ mission would be research, develop­
ment and information dissemination in the field of non-violent 
crime .against ·and by business and other organizations. 
Information would be disseminated via a network of other 
organizations represented on the Council, each of which would 
have affiliated organizations at the state, county and 
)llunicipal levels. Hence, centrally generated or ,~gathered 
'data, oli) economic imPfact of crime, recommended statutory 
ochanges, internal prj,bcedures to control crime and so' forth, 
could readily be didseminated at the levels where the informa-
'. " -~. t10n could be used. The lWdt1tute should be funded from the 

private sector, with some on-going support from Federal 
sotp::ces (by grants and contracts). 

'l'he creation of the lnt J. L tute would be preceded by conducting 
a National Economic Crimes Forum, with Federal ·suPPC>l:t.. This 
$iorum,like the Council, would be very broadly based. Its 
purpose would be to focus national attention on the problem 
and lead, more Or less alltomatically to the formation of the 
Insti tute and a national net~~ork for the exchange and dissemina­
tion of information. 

Implementation Strategies 

AII_Fhe-above recommendations are currently being translgted 
into specific task or program formats an~ submitted to the 
Law Enforcement Assistance Administration with a request that 
steps should be taken to ensure their implementation in the 
near ftiture~ Other government departments and agencies at 
Federal and state levels will also be approached as will 
concerned professional, .trade and consumer interest organiza­
tions to maximize the prob~pility that some, gt least, of 
these many proposal!:! become'on-going programs, having some 
real impact on crime ag~inst business • 
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