If you have issues viewing rqfiaccgss’@gmthi;ﬂlie contact us at NCJRS.gov

CRIMES AGAINST BUSINESS ..~
_Preliminary Recommendations for ’
Demonstration, Research and
Related Programs Deslgned to
Reduce. and Control Non~Violent i
Crimes Against Business .
 pRAFT- - /
/= I
2
® >
____\\—:?x'.»..{;. .;:.
..t\ . ‘ q . 'ﬁwr
MQ-\\M _*9 . 3 e ".'
: : B i -
Prepared Under Grant No. 0405 99 DF 76
for the Law Enforcement A551stance Kﬁmlnlstratlon )
: by Amerlcan Management Assoc1at10ns
August 27, 1977
/

< I-ﬂt

N
BEET b e
e w®

£

St (S

o 5-,‘

s
e

ty W'%

R




\:r ;
. ‘$\»
| TABLE OF CONTENTS
' PREFACE & 7. wv o v are e s e e
SECTION‘I‘ OVERVIEW QF THn PROJECT .‘. e el e e e
. Dlmen51ons ‘of the Problem . ..} e ..
.. R ‘ E‘lgure r: Matrix-of-Elemental Problems. e .

-

‘The Plannlng Methodology R J .\; e ;‘...

~Figure 2:”- Flow Diagram of the Planning Process. . -
Figure 3: <Criteria for Selecéwon of Target Crimes

-

Figure 4: Suggested Demonstratyon Progect Targets .

e
LA

- Recommendatiors e e e e e . g'.'; .. .f. .
Demonstration Progects . e s . . ' .
Figure 5: A Model for. the Cont:ol of Economlc erme
Research Projects. . . . . . . . . . . . Lo
. National Data Base . . v .- . | . . ._,'.’. . .
@ ! .f_ .Communlcatlons and Instltutlona}ization. o e s
Evaluatlon. T, .\._. ..

The Role of the Amerlcan Management Assoc1atlons.

® SECTION II: DETAILED PROGRAM RECONxLNDATIONS .;.‘.

.QEMONSTRATION pROJECTs.';’;_. o ;j. .-; C e e

. Defensive StrategiesS. . . . .+ v .+ v o v e o .
- : : 1

@ g - JRecommendation No. 1: Training Programs for
o . Commercial Management .
» -‘Objectlvesc;..' . . . . . e 4 e s
. The Nature of the oystems Approach P . .
.Topical Outllne of Education and Tralnlnq Process.‘.
ST . ' Sites for Demonstration. . . . . . . . .. . .
jﬂl . : ‘. Project Organization . . . [-.'. e . o
o J
. *
¥ . i
.

»

W

[@ V3RS B IS

11
11
12
17
20

21

23
24

25

26

27

. 27

32

27
27
28

34"



<
b
i

Detéfrént-Strategiesi

‘Q'RecommendationuNo;AZ: » : ~
: " 7 - ,Establishing the Unit. . . .

Program Characteristics . . . . . Ce e e e e

‘Education’ Program: Topical Outllne I

Selection of Sites. . . . . . . . . o . . .

Projeci,org?nization.-.5, v e o7 e e e e
Demotivaticn St?atégies a h

. Obgectlveb. . e e s

Economic Crime Unit Concept e e s e T ]

Selection of Sites.

Project Organlzatlon,_;<.

'Reccmméndation No..3:

OEjectives .o

Training: Topical Outllne.‘fu;A. O

. Selection of Sites.
PrOJect Orga9azatlon

'fRerommendatlon No. 4:
- . / .
'Objectlveg .
Task Force. Componenf
Selection of Sites.

. Project Organization.

QRecommendation-No. 5: -

Objectlves. C e e e

-

Economic Crime Units:

- - - - L3 - - " . ° - "

Economic Crime Units:

Training‘the Unit. . . . . .~

. K - . - LY - - e e « 8- .

. . . - v - . . © s - .

s e .. - . « - . e 0. -

Insurance Fraud by Arson:
- Establishing Arson Task
~Force. . . . . . 0 . e .

o o - - - - » - - .-".
e e & e s e s s = e =
e e » B s e s, 6. e & « »
&

.- - . o e e - - - » - - . L.

Insurance Fraud by Arson.

. Training the Unit. . ch e .

- ° . - . . - . - Y .

. Trainingz: Toplcal Outllne.“. T TP

Selectien of Sites.
Pro;ect Organization

Récommendation~No..6:

Objectlves. o o s .

_ N R
Recommendation No. 7:

Objectives. . . .. .-

Juvenile Motivation: ..

-

‘Vandalism. . T Y

. . . . . . o . - . " - . e -

s te w e e s s s e & (st s W

- . . :
» « s .. @ . . . - - . -

Judicial- Edication Program

. on Economic Crime. . . .

- . . - . . " - - - * L - .

Programs to "Demotlvate

'Young People from Comm1tt1ng~

Crimes of-Shoplifting and

- L3 . . . ... - . - . .

- o. ‘e @ . a - - s e . .

36
36
36.
37
38

39
39

-39

40
40

.41 -

41

41
42
42

44.

44
44
46

46

48

- 48

48 -

4..8 . R

49-
49

50
50,
e




—

/-, e \\ .
‘L . -
~ o J . Page
Program Characterlstlcs P ;.;;,beﬁex—ruru.v;‘;,M;_Jﬂle/
 Program Content and Media . . . . . . 4 . . . . . - 51
Selection of Sites. . . . . . . . . . . ol 53
Drogect Organlzatlon e T e s e e e e e e 54
Z'RESEARCH PROJECTS “ S e e e s e e s e s 55
‘Recommendation No. 8: . Econometric Study of the
‘ - Social Caosts of Non-Vielent .
‘Crimes Agalnst Bu51ness. . 56
Recommendatlon‘N03 9: Computers and.Crlme.,._,f. 59
Recommendatlon-No¢10¥ Statutes/SentenCan . o .
. Guidelines, Crlmlnal Justice
"PrOCeSS. . o +« v 4 o+ 4 . e 61
Recommendation No. 11: - Separate Courts. . . . . . . .64
‘Recommendation No. ]12: Insurance Fraud Predictors 67 ..
Recommendetioﬁwﬁor&S; Improvement of Cooperative
‘ ST Efforts between Business and
~the Criminal System System,
. ‘and between Rusiness and’ :
2 . Other Bualness cee e e e 269
Recommendation'Nb.l4:' Identmfylng Management T v
- : : Techn;ques e e e e e e T2
NATIONAL DATA BASE ,,f’ ’
Recommeridation No. 15: National Data Base . . ... 74 -
Statement of tle Proolem. e e e e e e e e e 74
. Objectives. . . . ... 0 L0 e e T e e e e 76 - -
Methodology B T T 76 -
Organlzatlonal Statistics . & . . L .ol S C e e 76
‘Individual Statlstios B .80
COMMUNICATIONS AND INSTITUTIONALIZATION )
) Recommen@atlon No. 16: Ecopomlchrlme‘Institute . . 83
The Concept: .. . . e e e e e e v . .- _83
The Program o e e e e e . . e . . 85
B ’ T - >
5. Lk




| " “PREFACE

EY

. The follow1ng recommendatlons qonstltute the output of'
some twelve months' study of the "State of the Art" in
pcontrolllng non-~yiolent .crimes agalnst business and the

' need>ﬁgr new 1n1t1atlves.' They are "preliminary" in- the R

.~ sense thatxfurther infoirmation continues-to come in from the
’many 1nd1v1dua1s who have been lntervlewed or have otherw1se-
‘part1c19ated in the projéct. - In fact, we--The Amerlcan

anagement Associations (AMA) and the Crlmes Agalnst\Bu31neSS@“

Council that AMA established--do not ant1c1pate any ‘sub~ .
stantive ‘changes-or additions between the date of SubmlSSlOn
of thls document and the end of the grant perlod '

- The document is. organlzed 1nto “two major parts, flrst an
overview of the project's purposes. and process and a summary
of recommendaticng, followed by. the detail of the recommenda-

_tions. A separate volume contains appendlces which' 1ncludei¢4_

necessary supportlng 1nformatlont'

We would llke to thank the Varlous members of the Law

_Enforcement Assistance Administration, particularly Mr. Irvingt'

Slott and Mr. Robert Macy, for their support; the members of -
the Crlmes Agalnst Business Councml (listed in the appendlces)
fwho gave their time to- answerlng our gquestions ano making
this project possible. Spec1al thanks should be glven to
Mrs. Irene Elber for her role-in edlt:ng and productlon of
thlS document.. ' : - :
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' OVERVIEW OF THE PROJECT °
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OVERVIEW OF THE PROJECT

- - . E

’ Dlmen51ons “of the Problem .

At the present tlme, crlmes agalnst busxness cost bu51ness ;

something on:the. order of $40 billion per year. . This is an )

admittedly ~ery. approx1mate flgure, arrived-at from a 1tudy .- S
f existing estimates.. . It'was conducted. by the staff of - SRR

AV’.the Crimes Agalnst Bu51ness Pro;ect funded by the Law
'v'Enforcement Assistance’ Admlnlstratlon,zln order to plan

strategies-relevant to controlling non-violent crimes -

"'agalnst bu51ness..l/ (Grant No. 0404-99-DF-76, awarded_toig

the Amerlcan Management A95001atlons~ see Appendlx l )

Desplte the w1de range of 90551ble error and the fact that
all such costs to business’ are not necessarlly a net . cost to
the publlc, there is no doubt that crimes against bu51nss
constitute a major threat to our soc1ety and must be brought‘

_under, control as- soon as- possible. ' Small- and medium-sized
,-bu51nesses suffer most, often being driven out -of business

altogether,. .and’ of these, tHe ‘small retailer is probably the o

:most vulnerable of ‘all. 'Thus crimes against business often
_,deprlve a nelghbo hood of services-and.employment, as well
* . as increasing the cost-of 11v1ng by the dlrect pa551ng -on of
'the cost to the consumer. . : : :

fIn studylng the problem, we' began to reflne its detlnltlon
"‘We identified three classes of. strategy that can be adopted

to control crime, and in so- doxng,'were able to begln to

, 'opexatlonallze the problem’ statement ‘ We have labeled the f
.. strategies: Defensive (making it dlfflcult to commit crime); .-
- Deterrent  (making the perceived cost to ‘the cr1m1nal——econom17

and/ox psychic--greater than the percelved galn),.and /
“"Demotivating" (reducing the. drive Or motivation to commit /

 these crimes). They.are in no way mutually exclusive; they- - o

are, however, mutually supportive., In fact, although,  as

'will be seen, we recommend spec1flc programs under each head~ .
1ng, for particular industries and types of\crlme, the P o SRR

b e

1/ We defined thede as: "Criminal acts directed against

- the assets and/or reputatlon of a buysiness enterprise,
_or its ‘employees while erigaged 1n or becauqe ‘'of, their
employer's buspness, exclusive of criminal acts in -
which a threaﬁ of phy51cal violence or actual viélence
against the pez son - is an inherent part of the method '

by whlch the cn;me is commltted



" and in any. case’ seldom have the skills to 1mplement the
" control systems needed to reduce” the more sophisticated

v‘embezzlement . commercial brlbery, etc., and does not

treatment of the total problem has to be hollstlc, or to LT
rephrase the statement, we must oon31der the three stratej . : '

" gies‘as ‘being: components of a system ‘and that the optlmum .

output of the system - W1ll be found when all components are.

'worklnq together,. S _.; . ST L e

Operatlonally, we can therefore state the problem as:. T
finding means of reduC1ng the economic and social. costs : -

- of ‘non~violent. crimés against business by’ de51gn1ng

. defensive, deterrent and de—motlvatlng programs’ that can
interface and support each other, and which are cost~" *
effective and ‘usable by small .and medlum,,as well’ as
large, bu31ness organlzatlons.> : : -

v, , . .
- Ag we proceeded with the plannlng process (descrlbed below in
‘summary- under Planning Methodology), 'it became clear that the"
total problem could be broken down still further into a set
of sub-problems. . These are displayed in Figure 1, a matrix. .

. which relates thée sub-problem to the relevant solutlon—

aqents/strategles S - . . o , o ‘.;.6‘

< Essentlally, it appeared that DEFENSIVE STRATEGIES were.:, 1;3“u i.f

the concern of business itself (and its private securlty o

- ‘arm). Law enforcement officers are not sufficiently .

‘numerous to guyard the assets. of bu51ness organlzatlons,"v
‘would not be welcome on business property .if they were, - ¢

kinds of employee theft embezzlement, fraud and the

- like7 Defensive: strategles, however,'seemed often :
‘inadequate and it became clear that at least three sub- - .
problems ‘exist here. .Firstly, senior management does . ¢
not, 1n general, understand the magnltude of the eco-
nomic/ impact upon the business of ihternal- theft,"\:

underscand that the problem is, .in large ‘part, amenable : RS
to the appllcatlon of goodimanagement practices, from =~ - ”
the top-.down. Secondly, prlvate security personnel

“(or individuals who are given the responsiblity for.' L
."security" along with other duties)’ are often .inadeguately

‘trained themselves in 'the application of sound manaqement ‘ o
practices .in loss preventlon/asset protection. . The ‘ L -

. third problem 1s one that- may not be’ resolvable, namely.

that there are many and 1ncreaslng legal restrlctlons upon' '

"
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L C Figure 1: 'MATRIX OF ELEMENTAL PROBLEMS WHICH TOGETHER CONSTITUTE T e T oo
_ : '+ .77 THE CRIMES AGAINST BUSINESS.PROBLEM TO BE SOLVED |

e _ — . e —— - -
‘ o ' PROBLEM'AREA/BY STRATEGY AND AGENT = = . E N
DEFENSIVE .STRATEGIES - R DETERRLNT STRATEGIES ~ . ° | DEMOTIVATION STRATEGIES™ _ .~ /
.. PUBLIC. - . PRIVATE o ’ PUBLIC ‘ | R PRIVATE © PUBLIC AND SEMI- . . 7 PRIVATE ’
: , a (Busines$ Organiza-| - A R S o . . PUBLIC N .
- }(Criminal-Justice, ° | Eions/Private‘f (Cxlmlnal.Jusfice - . | (Business Organiza47 (Criminal J&stide, (Business Otﬁaniéy
System) - . | 7 Security) - | System) . | . tions) .| Schools, Churches) |  zations) . '

':ihéaequéte Ménﬁdﬁert*milﬁadéquate'ﬁnﬁ' gQ'Inédéquate'manpower,'ejLaék of’cbnfidénce ® Lack of knowledge 9~Lack;6f know=-
- ' ' - |  derstanding of | - e -+ .| 1in cost/effective-| .  of what factors | . ledge of what

'Limited access"tp ~ .| . -top management |e Inadeguate statutes. ness of using .. " motivate people : fadtors motlvate
site of potential . ~of the magnitude" .o ~ i public crininal ' to commit : 'l  people (em~
“illegal act. . | - and nature of . ® Limited understand- | “justice sys;em. | . illegal acts. - 1  ployees, - .
. I |~ the-problem. - - ing of businhess. ' o : T I .« K customers) to
Limited understand- " .7 | - systems; modus oper-|e Lack of empathy | # Lack of models commit illegal *
. ing of business' ° |e Limited under-- andi of offenders. - with ‘the criminal of .successful acts.

" systems, vulnera- standing of : B ‘justice system, . demotivating S T
- bilities 'and modus " sophisticated @ Lack of empathy with espécially the - programs. . ® Lack,of models -
operandi.of . ~~ | approaches to  -business execu- - | courts. v . o B of .successful
offender. = . |. loss pfevention/{ - tives; - - - . S . demotivating.

I asset protec— - -private security“'-o Legal and union . . | ' programs.
Lack of emnathy _tion. ~ 1. pérsonnel;",_ | "restrictions upon : ’
‘with: S : : E : .| +sanctions imposed | . o
.-bu51ness execu~ - |® Légal restric- |e Overloaded Lourt | \by, emplcyer ’ ‘ oo o -
tives; . "1 tions upon i systems A Q N ’ L
-private. securlty . | access to or ‘ 4 ' SR ' ' 1 . B P
personnel. '-. - . generation of le ﬁidely’Varying sen= | - ‘ T A
; L data relevant . ténging patterns. ' '
. Lack of publlc to assessing' L 4 ) ST
. pressure. . o probahility of |e Limited’support for-
: ’ employee commit-! "crimes. égalnst
ting. 1llega1 - business" act1v1sm v
- acts. . . | on.the part of the .
: ‘ _public or of busi-
. ® Concern over. . ness itself (except : , _
.o R cost of security| retail industry) due| . S
: ~and control = | . to: , R . ‘ V
- measures. . - | —poor’image of busi-
. _ A | 'hess by public; .
S 7.7 17 -lack of knowledge
’ ' . . , |  of economic and ' , ; ) S
. ‘ R social impact. - IEUEE I
[ R I !
. ( SR o ;




3 } ‘data- which would. enable employers to screen out, high rlsk
‘ . employees or potential employees. ..The task of ‘loss prev,ntlon/
PR asset protéection i} made more complex as screening beccuses . less

‘efficient as a consequence of privacy and civil rights concerns.~ =%

C . Recognizing this prgblem does. not mean that, at’ this time, we
« .+ . take a position on the restraints’ upon. ‘disclosing information
g - . «bout past: arrest records, or upon the use’ of truth verifica-
1‘lllk . tion: technlques ‘and s§ forth. ‘(Some Council members, however, ‘-
e partlcularly Mr. Harry\ Connick, District Attorney of New
Orleans, personally feel that records of arrest: and dlsmlssal
" for criminal acts should be avallable to employers. A separate
-submission. will be- forthcoming on this ‘issue- from Mr. .Connick.)
L : 'We do, however, strongly believe that conv1ct1on records should
;;" © . i be made .available, . although even these should be used with-
: dlscretlon.“ e o ‘Z o B

s business. . Within. the criminal® Justice/ system, many. problems

}i' S "appeared (1)  inadequate availabilityl of manpower; an inade~ = *

' Quate understanding on the part of. laﬁ effforcement officers,
prosecutors and. judges of- -how business works, how various . _
types of crime agalnst buSLness ¢an be. (and are) carried out;, .

o : how they.can be ‘investigated, under what sStatutes they can be

Yo . prosecuted and, moxé generally, a lack of empathy with _

3‘.', : ,.i'ou51ness executives and with private. security personnel (2)"

: ©  inadequate .statues; (3) an overlworked court system, {4) seem-’

_ 1ngly idiosymcratic, non-ratienal-and widely varying sentenc—

, =~  ing patterns, (5) lack of public support for 1ncreased

L L act1v1ty agaln 3t "economlc" criminals--a lack of support which -

R is found -in buginess.circles as well, except 'in the case of"

® T . rétailers' concern with shOpllfthg - This problem, we have )

: ‘ concluded arises from the public's ‘failure. to recognize. .. ‘.
the economic. impact upon itself of crime agalnst business,
togetheér with a negative perception of business, and bu51n°ss
.OwWn - tolerance of the burden at. least untll very- lately N

.}~- R DETERRENCE is. shared by both\the czlml/al justlce system and

¢ . ' Wlthln the prlvate sector, “two problems surfaced One was
: ! .‘the marked. lack of, confidence.that business places in the
_ crimipal justice system. - ‘While, from the view polnt of
.soc1al morality and obligaticen there seems ‘to be 1i ttle
"doubt that buiness should report all detected crimé and-
o cooperate in' proseécution, most-. business. people do not ‘see
* o . thic as cost-effective and the Ybottom line" is, after all,
o ' an 1mportant factor in determlnlg the behdvior of most .
" business management. Business people count the person-days.
spent in court and compare. 1t ‘with the sanctions meted out
. and conclude, over and over again, “that they could have '
§ _ _.achieved the 'same or better results at-much less cost simply
f". 2.7 by terminating the individual, and/or coming.to a private .
e v~ agreement for restitution. 3 ' Co S




o

N

At the same’ tlme,'employers hands.are tled in many ways e
.when it comes to administering sanctions themselves.] Legal

and .collective bargaining agreement restraints deter or |
impose procedural delays on management from terminating a S
suspected dishonest employvee, ‘and many individuals are knowwn
to- have been terminated ostensibly because of "reorganlzat10“4
~or.some similarly innocugus reason and gone on to repeat. the

. offense for which they.’ ‘were, in reaJLty, terminated. The’

;problem of controlling.crimes against business is unooubtedly o f‘i,?@
‘made more difficult by the need to preserve 1nd1v1dua1 T
~r1ghts.“ T ‘ . , A o _e‘ O

° . &

’-t

‘Regardlng ‘the third strategy, -"DEMOTIVATION", both publlcanu S

private. orgarizations face the problems of". 1nadequate knowl= . . 0«
edge of what does motivate individuals to commlt lllegal Y S
acts ‘= if 1ndeed motivation is a meaningful concept. B
- Whether it be juvénile dellnquency, vandallsm or ShOpllleng,*~ - e ®
or adult. pllferlng or ‘embezzlement or fraud, ~the problem is ool
that there is no agreed-upon .set of motives which can be - = % « -
.reduced or eliminated by an agreed—upon process. . Even at,a s
-pragmatlc level, there seem to be few models whlch can be :
adapted to local“c1rcumstancesﬁﬂj“f*ff‘j

QL

So., the total problem of non~violent crlme agalnst bu51ness SR

is seen by us as multi-dimensional. No one strategy or

agewt is likely to achieve much, even when attemptlng to e g
jconﬁxpl one single type of ‘crime. Furthermore, the.dlmen—‘.' o ‘ 5 
sions®#&tre interrelated to some degree.: For example, the . - .. :
¢_w1lllngness of ‘buginess to report crimes and to . assist .

"~ in prosecuting. offenders is‘in-large part a functibn of

the perceived effectlveness of the.criminal justicé system

in dealing with economic crimes, and the actual effective—

ness of the system will depend in part upon -dincreased

publlo awareness of the socmal cost . of such crlmes.'

. Weiarrlved at. our recommendatlons through a somewhat com~» J

- plex process described brlefly below and more fully in

" Appendix 2. The analysis of the total’ problem,vthat has o SR
just been discussed, was arrived at. falrlyrearly in that 7~ - .. %,

. process. ‘and guided much of .our thinking as we moved toward

- final proposals. We were also, of course, guided by the

requirements of the grant, that stipulated that the ‘

planners should make recommendations concerning-five R _

'.categorles of. act1v1ty, namely demonstration, research - Tt

a national statlstlcal data base, communication--and . .

v"malntalnlng mofmentum” by some process of‘lnstltutlonallz—ﬁ

1ng the other rébommended antl-crime strategles. SRR

=



As it ﬁurned out, this structure was an excellent one within
which to draft recommendations for dealing with the problems
as we came to understand them: Certainly, the poverty of |

~ information, statistical and otherwise, .and the poor distribu-

tion and uﬁderetanding of such informatlon as. was anllable,_
became very evident as did the importance of.remedying the '
situation; a national data® base, continuing research and a

mechanism for coordinating and distributing lnﬁormatlon were

‘all seen. as highly relevant to the control of crimes against

business. . And, as will be described, enough substantive _
ideas for immediate action emerged to justify the recommenda-
tion of demonstration pro;ects, to evaluate and develop these
1deas in programatlc form : '

The Planning'Méthbdologz - 2 o',’:

The accompanylng flgure (Figure 2) diéplajs the major‘steps.

in the planning process, At the outset, an Advisory Council
was established under the - chalrmanshlp of Mr. Joseph Rosetti,

* Vice President for Securlty of 'IBM Corporatlon. Other

members are Jlisted in Appendix 3. This body was: created to

‘give the project staff the on-going advice of representatives

of the business, private security and criminal justice commu-
nities and of.private citizens, who, after all, bear the flnal

. brunt of .crime of--any kind. Further input came from.a series

of in-depth interviews with individuals whp were widely
reCOgnlzed as leaders in. the fields of private security and
eriminal justlce, including' judges, prosecutors and:law
enforcement officers. Some 35 such persons were generous
enough to give anything from twe to eight hours of their time
answering detailed questions about their work, modus operandi
of offenders, their own favored solutions to the problems of
crimes agalnst business, their estimates of losses due to

" these.crimes and cother germane topics. Appendlx 4 lists these
. contrlbutors and summarlzes the flndLngs. : s .

° . . EAEN
Slmultaneously we conducted a literature search, seeking to
establish "the state of the art", particularly with respect

T to statlstlcal‘ﬁata. (A report on this study was submltted
© o to LLAA in March, 1977.) _ - .

The: data base established by these two activities enabled us-

to establish priorities and generally focus the project upon
crimes with high economic impact likely to be reduced:by '
cost—effectlve strategles, or amenable to research, in

-~
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‘*_certaln 1ndustr1es that were unquestlonably suffering from' :
their effects. (Figures 3 and 4 display ‘the criteria used

for selection. and the crimes/industries actually selected.) .

-In addition to this, we were.then able to analyze the problem

in the ways described- earlier, Wthh in turn led to tentative

_solutlons, drafted as..concept papers (Appendlx 5).

Using the problem\matrlx as a guide, by working through each

“element  and sp801fy1ng\a response to each, we saw the need

to: (1) increase manageément's awareness of the problem and

“how it could be tackled; (2 traln line managers and othexr-
_employees in the technlques o) loss prevention by’ application

of the classical systems appro (3) make the criminal .

'justlce system mcre responsive to‘Qhe needs of-business;and

the public concerning all kinds of onomic crime, by the -
development of special organlzatloni\wlth specially trained
personnel, ‘the use of innovative diversion programs, more

consistent sentencing and: more: effectlve statu%»s under

which ‘to’ prosecute; (4) make the publlc 1tselfﬂmore aware of ‘
the harmful impact.of crimes agalnst bu51ne557’ﬁpon their own -
lives and the communities in which they. llveféby communlcatlng

 the econonmic facts; (5) work with young-people to reduce their

motivation to commit the acts of shoplifting and vandallsm,

by increasing ‘their, and their parents, awareness of the cumu-.
lative harm that such acts do and by using a dlver51ty of ‘
media to present their current culture heroces in various anti-
crime roles; (6) work within employing organlzatlons to

. reduce the motivation to commit workplace crime- by 1ncrea51ng
worker satlsLactlon. e

N ™~ - ’ “ .. —
~ .

The concept papers deallng with thege apprea es were pre-

.sented to carefully gselected groups.of. experts\from many

parts of the country in two "workshop panel” conferences,
whose mission it was to build upon the conceptsgand give

them substance -— or create new concepts and develop these —

up to the point where programs could be recommended within
the five.areas specified by the grant.  The list of attendees
and a summary of the output lb contained in Appendlx 6.
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- ' SUGGESTED DEMONSTRATION PROJECT TARGETS
‘ - " (CRIME AND. INDUSTRY)
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~NOTE. The crlmes 6f securltzes theft/fraud and embezzlément .

_ -although not ranked, because of insufficient informa-
“wtion, will be 1mpacted by several components of the =~ = -
prog*am S A : v
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Recommendations

We have comsolldated the output from these workshop panels

into discréte programs fthat we recommend should be implemented.

In Figure 5 will be seen a schematlc outline of -a .recommended
‘model for the control of crlmes agalnst business, which the.

specific projects.we are proposing are designed to test and, R
develop. - K national Economic Crime Institute would serve as - A
-a clearing-house for information,.play a major role in the .
‘fdevelopment and use of a national data base, initiate : ‘

research and so forth. It would disseminate information C
(e.g., economic statlstlcs, research findings) and programs

(e.g., training programs for business and criminal. justice system
.personnel) to a nationwide network of organizations at state, :
county and mun1c1pal levels, and recelve feedback from ‘them.

U
J
L

The Economlc Crime Institute should be, a not- for—proflt N 7'€Jy
Organization with a Board of Dzrectof§/w1dely representative o '

-0f "all concerned parties, -consisting® of representatives of .
‘business, private security, all branches of criminal justice,
- labor, and consumer interests. It would be concerned w1th
'both crimes agalnst bu51ness and crimes by bu51ness.

The detailed proposals for testlng and developlng thls model

are laid out.'in a later section,; under Detailed Program

" Recommendations; they are summarized here under the headings .
-of Demonstration, Research, National Data Base and.Communica-
‘tion and Institutionalization. It should be constantly born . \
'in mind that, in fact, they are parts of the integrated model - Y
just outlirned. o : : S - : T

ot -
r

Demonstratlon Progects

1..” The first of these would entall the development of a o i

" series of low-cost education and training packages, to ' '
‘be implemented in three or more municipalities, aimed

" at differing audiences and with differing objectives

~and content. The emphasis should be upon small ‘and

1med1um businesses, rather than. large, and the packages L
should be such that, if found to be effective, they T ’
~could be made generally available across the country

~ on an on-going basis. In such a case, the costs could’

- be borne by state or local criminal -justice organlza— &
tions or by local business people {or their organiza~- .
tions) or by combinations of both. The recommenda- =~ °

" tions for: 1nst1tut10na1141ng the effort have. much
relevance to thlS. SR
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The proposed programs are:

MSemlnars for top management 1n the follow1ng
:lnduStIlES' .
- retail; . . Do
=  hotel/motel; S S

- manufacturing7.

B 1

to educate top executlves in. the responSLbllltles

of - seriior" management in loss preventlon/asset
protection, and in the pr1n01ples 0f the "systems .-

_apprdach” to the problem. If is intended that

not only ‘would "consciousness be raised," but that -
certaln basic: prlnc1ples would be taught, and

_could \be -applied directly by participants.. - In

addltl n*to- intexrnal defensive mgasures, the

‘ zrtance of working with the criminal justlce
sys : :

ems\would be stressed. 2/

£

) Workshops for 1nd1v1duals w1th respon51b111ty

for loss preventlon/asset protectlon" The

same industries should be covered as described
above. The two-day-intensive. course would

. .teach the methods of systems analysls and

- asset protection. With the aid of material.

left-'with partloloants after the workshop(
atfenaees should be able to conduct a loss

-preventlon/asset protection. survey, ‘determine

‘vulnerable- 51tuatlons and how-to eliminate them..

',.effectlvely reduce’ shopllftlng, check fraud,

employee pllferage, vandallsm, embezzlement and -
commercial bribery. A spec1al workshop ‘should be

- ‘held for financidl executives ‘to deal w1th
:;f1nanc1al control systems. : -

LIf a selected munici pallty has . an economic crime. unlt,
- we propose that, as part of thrs\same prOJect, spec1al—vl'

ized: training should. be provided to personnel, coverlng
the modus operandl of the more sophlstlcated crlmes,

As a result of a recommended research progeot, dmscusseﬁj
‘later, we hope to be'able to develop ways of "making
cooperation worthwhlle" either: from the perspectlve of;
. flnanc1al rewards or- communlty status. o

13
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ﬂapproprlate 1nvest1gat1ve technlques, statutes under

which, prosecutions can best be brought, and, most
1mportantly, the principles of business operation S
{commonly used terms, procedures, concepts -and atti- .
. . ~ tudes of business people)., If no such unit exists, we’

1;‘ S R , recommend that one be formed and training provided as .

A o just described. ThlS unit should bé a department in

‘ : the prosecutor s’ office, The formatlon of the unit . 4 :

: - .. and/or tralnlng should be pOftponed — ‘assuming that o
e B _the local: authorities- are favorable ———‘untll the first T
S reésults of. the tralnlng programs for’ bu51ness-have ,
1;'jj_-‘, - ' been measured. We anticipate an interaction between N

BN the economic crime.unit and business- behavmor, 31nce

‘once it is known that such a; trained and responsive’
: group exists, "it seéems- llkely that business will be
Vo ~1ncrea51ngly llkely to seek 1ts serv1ces._‘t*v :

N
\

‘ .. 3. . In the same mun1c1pa11t1es, a task fdrce for the
PO : o 1nvestlgatlon and- prosecution of. arsan, both of insurance -
fraud and vandallsm, shonld be established, con51st1ng J
of police and fire department personnel and an assistant SN L
e . ‘-prosecutor. (such a group mlght be part of the proposed. A
T " . economic crime unit, but if _so, should\have a large - -~ . "~
'q;~h S degree of autonomy.).. Links ~should be establlshed N
- ‘ - f“between tHe task force and insurance companles "in the
.area. 'With the aid of such entities as the National
~ Fire Prevention’ ‘and Control Adnlnlstratlon, the Natlonal
.Fire Acaderly, the International Assoc1atlon of Arson :
s R Investigators, and the .American Insurance\ Assoc1atlon,
1§ L _' a set of tralnlng programs. should be- deveibped varying. -
L from a two-hour overview for ‘judges.to lengthy and ﬁf
'detalled/programs for full-time arson investigators.
. These pﬁograms should be made available not only to: the .
. ‘task force and the judiciary’ and’ prosecutors, but also
. to ever§ pollce officer-and. fireman in the jurisdiction,
Q © . 7 and -to insurance investigators and adjustors (the nature .
- ' - of the program depending upon the - degree of spec1allza--
'5tlon and concern of the tralnees) .

4. A program prOV1dlng an overv1ew af the economlc and
L © - 'social impact of economic crime, current sentencing
,‘[ o o "t;patterns, and the like should be designed for state and
: o - » . federal judges.. The goal would be to educate the. -
: judiciary as to the seridusness of such crlme and the
s .1nadequacy of many sentences.‘ . '

e . The precedlng prOJects are de81gned to reduce the’ 1mpact of.‘ T

" e crime by improving.internal defensive measures and the e T

- effectiveness .of public deterrents._ ‘The fourth' and fifth
progects we recommend would be in the area of "demotlvatlon
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“Knowing that much criminal, or at least deviant,
behavior is. learned at.an- earlv age,,it.seems appro-’

priate to propose an, attack upon shoplifting and @ |
vandalism by .juveniles who. are believed to commlt a

'fpmajor part- Qf these offenses. ‘This should take the E

followlng forms:

~ve”_The development of. local programs dlrected

toward the famlly, which would stress- the.
social and economic consequences on the
neighborhood of shoplifting and- vandalism,
' the possible consequences to the-children of
the parent audience, lf ‘these: children were . .
- apprehended for such crimes, the p0531b111~
- ties of a drift to even greater involvement.
in all kinds of crlme, and the moral and legal
‘”respon51b111t1es of parents to work with their
' chlldren to prevent their. participation in
" such offenses. ' The programs would be offered
othrough local: organizations,, Ghambers of :
Commerce, churches,‘schébls, parent/teacher
»-a55001at10ns. They would, we ‘envision, be a
mix . of film (or. fllmstrlp) and- personai pre— C
~'sentatlon by - 1nfluent1al local c1tlzens. : :

@.'The development of mass medla programs of a '
'51m1lar kind, .but using natlonal "rather than-
local flgures, for use by local television
stations and-which could also be integrated

lnto the - local group nrograms.

£ .. ‘ ' oo
e The development ‘of- programs aimed at juven les .

(11-16), to be used as.part of school social
_studies courses, which should includé€: role-
playing by juveniles; the use of juveniles. .whe

f,are,ln school-work programs to "sell" the busi-
‘ness side of the problem, the use of ‘local
businessmen . to do .the saies ‘film(s) featurlng
~culture-heroes and role models approprlate +0
" the ‘sex and age’ groups;- ‘which would de-glamorlze
. shopllftlng and vaﬂdallsm, :a description of’ the .
_ relevant parts of the criminal justice system, -

;'i;,and the consequences .of being apprehended, -

- given, for example, by . a community affairs ‘
-_~'off1cer from the local pollce, field: trlps to
»prlsons.; X ; :

N éM,The enrollment of 1oca1 bu91ness to support the

_-above programs..,lv, L




‘Whlle it would be: perfectly fea31ble fo 1mp1ement N : _\
these. programs in- the same communities in which the -~ .. - S
preceding defensive and’ deterrent programs were . . - : ' i
- ~ . being implemented, we recommend fhat - they be. carrled
- AR out. elsewhere, .so that thelr 1mpact can be measured
‘i o T blndependently,~ o .

R e “Agaln, ‘we suggest that at least three munlcrpalltles
' be selected "for the demonqtratlons, dlfferelrg in
e ... size, relevant crime rate and socio~economic charac--
15'.‘.‘; -~ . ' teristics. It would seem desirable that the selected .
: : ' areas should.have a- high rate of shoplifting and van-
dal;sm attrlbutable to~3uvenlles and that there should =
.. be variations between the ,areas respecting thé severlty
. “with whlch perpetrators of ‘these offenses are dealt

‘B L sf6;~-hOn the hypothesrs——suppor;ed by some- research_/——
w: . . -+ that some workplace crlmé ‘is motivated by empldyee
"dissatisfaction with the jOb and/or worklng *atmosphere, "
or. is motlvated by obserying unde51rable role models -
- dmong management, we recommend that demonstration progeiv ,
.. S 'ects should be establlshed in several employer organ17a~ R
1;.]' c tions. However,‘31nce we expect ‘to’ be. engaged in jﬂ
R e ";research in this ared, in a' collaborative effort with’
the. University of Minnesota. under a grant from the.
'A“Natlonal Institute-of Law Enforeement and Criminal S L
~ Justive, we further ‘recommend that such. demonstratlon . T ey
sheurd await. the” flndlngs of the research i - .

s 7. Once there. is adequate ev1dence that some or all of the :
o 7 .. 7 éducation and training programs (described in Nos. 1- 6 R
above) work to reduce ‘crime, we recommend that they ) o
should be turned into standard curricula and packaged

< - for distribution to local organizations across: the:
!B S . country, possibly via the proposed Institute and the’ :
-« 7+ local network of concerned organizations. A’ further '

development at this point could be to turn the seminar .
and workshop courses -into low-cost self-instruction
S .+ JM"kits" of the programmed.ledrning. type, whlch could beﬁ'
ER : dlstrlbuted through the mall. e

.. . .- - . . . u
g . . S
. i L L o R

o "ﬁ§/  T. W. Maglonl and R p. Qulnn, "Job Satlsfactlon, .
1" L - T Counter-Productive Behavior ‘and Drug -Use at Work,"
3 : »"Journal of Applled Psychology,_(lQ?S), P 60.

B
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1.

Research’Projects

There is an obvious need to know the cost of crime

agalnst bu51ness to our,society“aswa;WhOle;'rTﬁis is .
not the’ same as the cost to business; for example,

"pllfered goods can, from an economiSt{s»vieWpoint, B
~ be seen-as-a-fringe—benefity an systematlcally -stolen.

goods - commerc1ally fenced - doNend up in .the market- -
place and ‘sold, - sometlmes,at discount prices: An. -
econometric study is recommended, therefdre,'whlch
tracks through business losses due to.illegal acts'

and measures their rlnal effects, via ta .deductions,

" .. insurance- pay—outs, 1ncreased costs . to consumers, .

'.1‘prov1de 1nstruct10n to- elements

- reduced earnings of employees, etc.,. balanced against

the “frlnge benefits" of employee theft, the increased .

-income in goods or money from ShOpllftlng, the reduc-

tion in price of some fenced goods, etc. Such-a, study’

.,ﬁ’ls dependent upon the. development of a national ‘data .
.. base for the cost of crime to business (discussed -
. later) and 'should be seen as an eventual outcome of it.

To begin with, we propose ‘that exploratory and small
scalé studies should be made to develop a. methodology

" for the full econometrlc study.

Computers and crime constltute an area where llttle is’
"« known asg to method or magnltude of crlme. We recommend

pa.‘The development of prototyplcal models of ‘ways in

..which computers can be-used to.assist in the per=
. petration of crimé&.. This would be accomplished by
- creating.a team of cOmputer. spe01allsts and letting
... them simulate ways of beating various systems and
- then des1gn1ng counter-moves to defend the systems.

‘;éﬂ‘leen the models, a sample of bu51nesses should be

.. investigated to estimate the magnitude of . computer .
- assisted crime; this should be integrated w1th the .
-development of the natlonal data base. '

As a complement to the demonstratlon prOJect on’ 1nsurancem ,

fraud by arson, we recommend that the feasibility of an
"educational network" should be\explored ‘intended to -
‘\of the criminal ]ustlce

’ = . ’ .. ’ . . - ) . ' . ) "': '



+ system and vice versa. . o - .
~ends, of -justice v and encourages the growth-of a. “second ' R

There should be a systematlc study of crlmlnal statutes, L ‘ v

taking the Chicaqo,
-model’ for examination.

" be studied,
Mmodels." _
" University of -Minnesota .in a closely related study.(as . =
referred to-under No.

. fut ure.:

S S PR T

-

system, ‘financial institutions and insurance companies,

-;1n “which characterlstlcs of. a bu51ness serve to predlct
the likelihood- of intent to commit ‘fraud’ ‘by arson and °

so0 iIncrease the llkellhood of succeszul 1nvestlgatlon.

sentenc1ng guldellnes and criminal  justice. system. ® ‘
processes,vln order to makeemprrlcallybased recommenda-v~

tions in these areas.- The recommendations .would be based .

upen avidence that certain statutes, séntencing poli~ .~ C e
cies ‘and system processes were -more effective than . —— -
others in impacting ¢rime rates and/or redu01ng costs

and delays which: both add to the taxpayer s /burden and

deter bu51ness from cooperatlng w1th he system. .

.

" In the same veln, we recommend a study of the lssue

of separating courts ‘for,.cértain types of economic cfime, ..
Illinois shoplifting court as one :

Comparisons. would be made with .

othe? 3urlsd1ctlons hav1ng similar characterlstlts, to f

assess the impact of such a court. . In both Nos. ‘4 and 5,

- a survey of relevant members of the criminal justlce

system would be made to sollc1t opinions and experience.’
Such .organizations as the Natlonal District Attorneys

'Assoc1atlon, the National Assocatlon of Attorneys benenal,

state bar’ assocatlons and associations of state 1eg1s— L
lative leaders should be. worked w1th~1n CaIIYlDQAOB%“—*\f—*- )
these two prOjectsn, _ R : 1 o : :

It is recommended that the effects of dmfferlng manage-
ment policies and practices on workplace crime should
so' as tq be able to recommend relevant
Since we’ expect to be working with the

5 of thé Dewmonstration Projects),' “ qi“
this proposal is llkely to be 1mplemented in the ‘near: - - e

.'°

As pOLnted out earller, we have learned*that bu31ness

people tend not to cooperate ‘with the criminal justice
' Insofar as this defeats the

criminal justice s stem! - we recommend that a study of

fthe barriers to such tooperatlon should be carried out..
-Many of these barriers are, we-suspect, sub]ectlve, and -

to determlne theni, we propose a two-phase attitude .
survey - a small number of 1n—depth 1ntev1ews, followed:




s [
.

-enforcement officers..

[ 5
a
N

by_a large sample, structured telephone survey of - ot
business. executives, prosecutors, and senior law R B
(The calls would be preceded

by a letter reguesting their cooperatlon in the study.)

_.The output of such a.survey should be used as input to Do
later versions of the senior execut1ve*semrnarST*tfaen\\\\;\;;
ing: courses for &conomic crime unit personnel, special

— i

. orientation &ourses for prosecutors and law enforcement

offlcers,-and for a-diversity of communications to .
business and the public through the network of concerned
local organlzatlons that it 1§ proposed should be cre--
ated. It is expéctad, too, that this research will lead -«

_to recommendations for ways in which business ‘can be

rewarded for cooperatlon w1th the crlmlnal justlce

System. s : : ) : » ' o - | . . .

The need to learn more. about commerc1al fenclng
(receiving goods known to be stolen or purchased at e T

less than fair market prlce) in order to prosecute -

offenders more effectively is widely recognlzed

is the economic significance of this activity. The

'Afollow1ng research tasks are recommended:

‘@ Examine the process of manufacturlng or distri-

buting (including point-of-sale) and identify the
capability and potential cost impact of establishing
unit identification, to provxde evidence of owner-
ship, distribution “and pOSSGSSlOD of stolen goods.

e -Identlfy cost-effective technlques for ﬁon~destruct— e
ible unit identification on manufactured products. . ,
s a " . e T
¢ Examine the capability and practicability of the SRS
National Crime Information Center serving-as a o o
repository for identified losses of property T
(serlallzed and non~ serlallved). . ’

® Examine the legality of government agencies and/or .
~business organizations conducting random sampling
of merchandise at point-of-sale and determining
. the distribution chain, back to the manufacturer,

of the sampled .goods. ‘ T

"b Determine the fea51b111ty of using the bu51ness

- intelligence process (e.g., information on prices
: ;V _ ~z
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charged by competitors in a community)-to_obtain
. data that could indicate the existence of criminal
receiving practlces, and the feasibility of system-

- atically passing the infornation on to the law '
enforcement communlty. .

e -Conduct legal research to determine the . 1mpact
of. changing the "guilty’ knowledge" presumption to
a rebuttable presumptlon in-reference to the crlme
of crlmlnal recelv1ng -

© -Examlne commercral codes- throughout the. Unlt:a
- States . to determine bill of sale requirements,
in order that performance requirements could be
prepared for a model bill of sale, which would
- identify buyer, seller, date:and amount (for all
goods over $100). B o

'@ Examine state laws to determine what is needed to
institute a c¢ivil suit. for .thé suspension of busi--
ness privileges for corporations convicted of
receiving stolen goods. . ; I

% : : - _ _

e. Investigate the implications of insurance com-

* - panies providing theft coverage to business only
for property which-has identifyifg.characteristics
which can contribute to the recovery of stolen
zproperty ' -

. Investlgate.a‘requirement for insurance carriers

.} to-create an assigned risk pool for business theft
o which guarantees coverage prov1ded ‘the loss is
reported to law enforcement. agen01es, thus motlvat—
ing business to report losses

It is expected that these researches lnto fenclng will: provrde

a ba51s for the subsequent design of demonstratlon projects.

National Data Base

The American Management A55001atlons}unmzsubmltted a concept

-~ paper to the National Criminal Justice Information and
 Statistics Service (NCJISS) which recommends the development

of the present Commercial Victimization studies as a means « .
of establlshlng the cost to business of at least certain®
"vlsrble" crimes, complemented by self- reportlng from

N\
i
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.due ,to emplo

sampleé‘of the public (ll'Years and older), it is our under-
standing that this approach is seen by the NCJISS as worthy

f of consideration and we recommend that it be pursued Cer-
- tain of our advisors have cautloned that it may be prematu

to begin working: s w1th_the-pr even 1n a develop-

—— mental mode, because we do not know sufficient about the

willingness or. apility of business . to cooperate. Nor do we'
know the costs of lnstalllﬁg sophisticated data capturing

_systems (or modifying ex1st1ng systems) in order to generate

valid data.  With this caution in mind,.we still consider it
approprlate to recommend the useé of the-victimization sample
as a basis for a carefully thought out .development- program.
The concept paper is presented as part of this document

’funde* Detallpd Recommendatlons.

We. also recommend. studying the poss1b111ty of u51ng data

~collected by the Bureau of Labor Statistics on labor turn- , L ;.w

over to obtaim information on the frequency of dismissals
E&e theft. We are currently engaged in some ‘
prellmvnary 1nqu1r1es in thls respect e e L

Pl

Communlcatlon and Instltutlonallzatlon
(Maintaining Momentum)_

We have comblned these two categories because we belleve‘
that communication between the business and criminal justlce

- communities, and between both communities and the general °

public, -cannot be achieved without the institutionalizing of

the effort. ZInstitutionalizing is, in part, the means whereby

information can be gathered and distributed to its appropriate. T
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 data base and the proposed econometric study; and E T

(2) methodological - how to reduce such crime by defensive,. .
deterrent and "demotivating" strategies applied by the private
and public sectors -~ derived from the proposed demonstration
and research studies and from ‘all other available sources.

We would include training packages and information about ‘such
package%, research findings, and recommencations for changes
in criminal statutes, and the structures and processes of

the criminal justice system, as typlcal of the "methodologlcal"

'1nformatlon to be gathered and disseminated..

21
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. Hence,

“

¢

__, crime-against business;.and a third is that in the public

reality a crime against

< : . . L - . )/
co . > . T . .

v

To this-end, we recommend that an Eco rime Institute
(a not-for—proflt organizati —b€ established, funded in
the ain-by—pri € sources but with Federal Government

‘support by means of research grants and dissemination ‘con- A } .
‘tracts. The policy-making body for ‘this organization would - ST
be a .broadly based Board of Directors. representlng every ; <

-

’constltuency that is in any way involved in or impacted by

economic crime (non-violent crime by or against business) .
it would include senior business executives, law
enforcement officers, judges, prosecutors,- defense ‘attor-.
neys, representatlves of the. private. securlty community,
unions and consumer interest groups. (We concluded that
the Institute should be more than a "crimes against bu51’_‘
ness" institute for three reasons. One }s that the image
of business among the public is 8o poorX "that there 'is’
little likelihood of the needed public support for the

‘Instltute s efforts if it was seen as only concerned with

"crimes by’ worklng people against busin&sss Another is
“that much crime by "illegitimate" buSLness is, in fact, .

eyes a massive embezzlement by a chief executive officer
is often seen as a-crime siness even though it is in
.1288, ) . .

. . . N - N T .
Essential to the succe  of the effort is the establishment,
in parallel with the es.ablishment &6f the Institute, of a
‘communication network that loosely links thHe Institute with
"local [state, county and munlclpal) organlzatlons that are'
concerngd with the problems of crimes against and by, o
business. We do not recommend establishing new entities,
but we do .fecommend that the existing infrastructures of
organizations represernting business, labor, criminal jus-
tice and consumer interests at non-Federal levels should
be drawn together for the dlssemlnatlon of 1deas and thek
local 1mplementatlon of programs. : :

-

[}

- S . . : . R

4/ Consumerism at the Crossroads, Sentry Insurance

\ ‘v E °
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“Evaluation
~ - | ‘l "
. 'Each of the recommenaed projects hould be evaluated and/or ,
monitored. .Particularly 1mportant is the evaluation of the
. - demorstration projects,  so’ that we can be tonfident of the
efflcacy of thé\prgnosed programs. The’ Project Evaluator, . .-
"Professor Ezra Krendell of the Wharton School of the Un1versxty

‘of. Pennsylvanla, will submit. detalled recommendatlons for:
evaluation of the recommended projects in a separate. report.’

" The following text outlines.the general approach we expect
to take for the demonstration projects,'“ : -
Lvaluatlon of Demonstrat1on .Projects. A’ fundamental evalua- '
o tion problem lies- in the difficulty of collectlng,data on
P , ++ ' the losses which the:programs are ‘supposed to reduce.

- ‘ Firstly, it is notorious that c¢rimes against busiriess are . - .. e
T mostly ‘not reported to the police even when known and that :
- "~ in many cases they are not recognized -as having occurred
even within the business.  Public records will therefore
v , , - be of little assistance. Furthermore, the programs- them-
o o selves might distort. them, because of their insistence upon
oo greater cooperatlon between business and the criminal justice
system, =0 possmbly leading to greater reporting: even though .
the level of crlme was’ actually decllnlng :

: , A "before and after" design using businesses own records

® o - would have to rely upon very poor records in most cases.
R This would be particularly true of pre-progran reccrds, but
+r . 7 we cannot ‘expect it to be .that much better geven when busi--

' ' nessesare actlvely participating in programs. For example,
breaking down retail inventory lgsses between shopllftlng,
] " employee theft, legltlmate breakage and sp01lage, etc., and

:‘.) R bookkeeplng errors is almost 1mp0551ble, except as rough

: : estlmates, glven normal record keeplng systems.

We_shall have to rely upon gross estlmates of 1nventory loss,
.monetary . "shortages",and managers' perceptions of change due
‘ .to their participation in the program for before/after data,
ﬂ‘. . and attempt to use similar'data from non-participants in an
g .area where the programs are belng instituted, ‘as a "control".
Attitudes and perceptions of local trade assoc1atlons, com~
munity leaders, police and prosecutors will also be sought,
concerning apparent changes in crime rate, and degree of
. cooperation between business and the 1ocal crlmlnal juqtlce

\
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The Role of'theiAmerican'Managément.ﬁssociatioﬁs

The Amerlcan Management A85001atlons continue to have a-
strong lnterest in, the control of crime against and by'
business. e wish to be associated with ‘the implementation
of the recommended progects and ‘See our role as follows: .

j,e oordlnatlng the tthl effort, w1th respon51br11ty
. for hiring staff: and sub—contractors and prov’dlng
technlcal assitance to 1nd1v1dual programs.w

. ai,DeSlgnlng the. proposed Economlc Crlme Institute and
- coordinating the efforts ‘to ‘establish - lL and the L
natlonal communlcatlons network '

Loe Obtalnlng cooperatlon Jof bu51ness in the programs
" (with the aid of the Chamber of Commerce of the:
‘United States, the National. Retall Merchant"

: Assoc1at10n and similar bodles) :

® Pla&lng a major part in the dlssemlnatlon of

' Ainformation and tralnlng programs’ )' . f .
Hav1ng percelved the solutlons to the problems of 9conom1c
crime as lying, in large measure; in. the»domaln of manage-
" ment techniqpes, it ‘'seems appropriate that ﬂhe American
Management A$30c1atlons, with their unique a%llltles and
“reputation. 1“ the field of education and trarnlng in these
techniques, s hould take d leading raole ln ‘the 1mp]ementation

;of the recomménded solutlons. o : A o

-
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*‘DETAILEE PROGRAM RECOMMENDATIONSf

[
EEERN

. The follow1ng ‘pages contaln descrlptlons, in some detail,
- of the programs that were outllned in the precedlng Overview
, sectlon.. They follow .the same- sequence, namely Demonstla~
- tion programs~—defen51ve, deterrent and-"demotivating"-
.. ‘Research Progects, the National Data Base and Communlcatlons
~ .and’ Instetutlonaixzatlon programs._ : :

~Tbe order is not to- be 1nterpreted as 1mply1ng prlorltles,

since we believe that the multi-faceted approach to the
problem that we. have- adopted requires almost equal emphasrf4

~upon all the recommended programs.

.25
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;;asset protectlon.

.8 . Establlshlng arson

.27 .. DEMONSTRATION,PROJECTS .

.’@,'“Establlshlng economlc crime unlts,
' for investigative and prosecutorlal staff in-all
“relevant. aspects of economic crime
.already eéxisting units in more advarnced aspects of
1nvest1gatlon and prosecutlon of economlc crime) ..

task foxces, tralnlng programs
for the judiciary, pollce and fire personnel in
" the elements of. fraud by arson and in- depth

'~tra1n1ng of arson’ spec1allsts,

. @ Education of the 3ud1c1ary in the elements of

'economlc crime. -

o “Demotivating“ (éttitude‘changing) programs for
' juvenlles, to reduce shopllftlng and vandallsm 5/

o ‘o‘

“The format is, generally,

ambiguous or unfamiliar to.

~ topics in any education or

turn to site selection and-

s

B

'0

: 5/ Demonstratlon of- the "demotlvatlﬂg" of employees
.respectlng internal theft should be deferred until the
AMA/Unlver51ey of Mlnnesota research is completed

.

® j‘Tralnlng programs for commerc1al management to
increase their. knowledge of the magnitude ang.

‘nature of crlmes agalnst buslness and instruct - .

" them in.the "systems" 'appfbach to loss prevention/ =

(or staff of.

to state the objectlves of the
demonstratlon, expldin any concepts or terms that may be -
the reader; then outline the
tralnlng progf%m.that is 1nvolved,
program organ;zatlon.

tralnlng programs

e
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! L . . " - pefensive Strategies N

e R ‘.Re,comm'endat3'..onjNo.~ l: Tralnvng Programs for Commerc1alv-

’.‘ e U T .._ .7 Management
: o ObjectiVes' , . AR ° -
" ' o . N . & .
- To demonstrate that business people who are - respons1ble ‘for
q’“, ' ... loss preventlon and the safeguarding of assets at (a) "a chief

executive" and (b) "hands-oh" levels can proceed to reduce 1osses
lmmedzétely and .in a cost- benef;c1al manner if given a short *
-courge of indtruction in the systems approach to loss preven—
: tlou/asset protectlon. , .

’. '." ... Many bas¢c technlques of management can be applled at low - o
' N ‘cost with significant redaction in losgses due to external and
’lnternal criminal acts, but business people are, in general

Lo . unaware of the appllcatlon of these principles tc. internal
o E © . security and tend to think in terms of guards:and’ "hardware.A
‘ , These do have their place, but only when integrated into a -
Q . . total system.- ‘The appllcatlon ‘'of well-known principles of K

good management .can save business enormous sums of money and
. o it is” these pr1nc1ples, particularly the systems .approach to
" ' N analy21ng the problem and correcting the flaws in the organiza-
- . tion's current system (or ﬁnon—system" as it often 15) that we
® f ‘,'tbelleve must be taught. e T e

The Nature of the "Systems Approach" . _'f' - . T TR

: oo It 1s good management the01y ‘and practlce ‘to recognlze that _
. - ~an organization is a. "system," i.e., that there is (1) input
’ - ang output; that 1nput at one stage is processed to" .become.
. output=at another stage, whlch, Ain- turn, may hecome 1nput to T
another. stage, and that the processing in some stages is - AT
regulated by’ output from the same or other stages ﬁ"feedback") LA
_ - ‘and (2) that processes take place in and by means of a struc- o
® - ;gture, which is made up not only of physical entities (plant, .
‘ g " . equipment, -etc.) but also such non-physical entltles as rules

’and regulatlons and "standard operating procedqres

S A:The systems approach" .means: . (a) analy21ng the ex1st1ng )

S - system or systems (each system is made up,of other systems'~v T

P ' [or sub~systems]) to.measure its efficiency and reveal its IR
B strengths and weaknesses; {(b) modifying existing gystems -

~27




" processed at each stage of the total business system; and -

e

and/or introducing'neﬁ'ones, as a result of the analysis, 4\\\;
to obtain improved efficiency; (c) monitoring the systems )
to.see that they contlnue to function efflCIeutly.- g

For the present purposegs we are concerned w*;h those sub-
'systems or parts thereof which 1ncorporate or process ‘ :
assets and those which are intended to protect those assets. .
This means: . (1) the physical "structures"; (2) the flow of . - -~ <
material, money and information as these-are stored and ' :

(3) the .security and control-system(s) (which should be.
integrated within the total system and include phy51ca F
fiscal and personnel security sub-systems). Effici eﬁ/§ is
measured by the-risk of loss -at each stage of t total )

‘slstem, related to the costs of the securlt,/system(s)
The system° analys1s whlch must preeeﬁé/zggydeSLgn and

1mplementatlon of ng*,systemgffﬁot only security and control

‘systems‘but—pOSSLbly proceSSLng systems as.well, in order to

reduce wilnerabilities) is carried out by a number of data Ty
colle §1on steps, using records and’ spe01al surveys. These .
ldentafy vulnerabilities in the total system and«enable the
analyst to select cost-effective procedures" to: reduce the

‘ rlsk at the vulnerable points. S o . e :

Necesgsarily, anyone- de51gn1ng new or improved systems to
reduce risks of loss has to be able to 1nte*pret the data
from the analysis and know. sufflc1ent ahout feasible ways
of reduc1ng risks to be able to select from practlcable
options. " In instructing business management in loss ,pre-

vention/asset protecticn, we would make sure that- senlor

management understood these issues at the level of princi- .-
ples and that those with hands-on responSLblllty understood

‘them at a hlghly practlcal level

P

Topical Outline of'ﬁrcposed'Education and‘Traininé Programs :_ o

L

.mThe‘following are "topical outlines" for the proposed one- T

day ‘seminar’ and two-day workshop programs, directed respec-
tively-at senior management and at persons with direct “hands
on" responsibility for loss preventlon/asset protectlon 1n’° ) !
their business. :

One-Day Seminar for Senior ExecutiVéé

Objectlvesw To 1nstruct senior. executives in the
pr1n01ples of loss preventlon/asset protectlon, S0

m-28
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»

, that they unders£ana the'magnltuée

the broblem,,'

tion of sound. management procedures, partlcular ‘
. the “systems approach"; participants will be able,
at a conceptual level, to design some solutlons .
'approprlete to their own bu31nesses. ‘
_beparate semlnars will" be conducted for the followzgg\\“"
‘ 1ndustry grouQS'

'@ RetalL
. @ Hotel/Motel
@ Manufacturing

Crimes covered will includer

‘Shoplifting (retail industry seminar only)

. Check fraud (retail industry seminar only) .
MTGuest theft" (hotel/motel 1ndustry seminar only)

' Employee pilferage
‘Vandalism and sabotage
Commercial bribery
Computer assisted crime .

50008060

g

Topical Outline. The topics dlscussed w1ll be as

. _-follows, each-at an- "overview" 1evel=

1. Typical loss etaﬁiStics-for bu51nesses of various
. types/sizes, attributable to various types of
criminal behavior. .

2.- The responsibilities of senior management in
reducing losses; safeguarding assets,_e.g.,

® Establlshlng standards and code of ethics

.® "Reviewing securlty procedures/controls
2 {including fiscal controls) R

® Scre~ning and - recruiting honest employeps

® Recoumending changes where called .for

e  Communication of problem, and how it should

. be dealt with, to all levels of organization

® Setting eXamples of integrity (the role model)
‘Gd“EStabllShan linkages with local crlmlnal )

; justlce system .

3. The deflnltlons, terminology, concepts of loss
- prevention/asset protection. '




YT

!

4. Areas of concern in loss prevention/asset
- ' protection — physmcal information, ‘fiscal,
personnel.,‘ : o R

“_““5\\§The systems approach to loss preventlon/

™

asset protectlon.

6. The source of Toss data w1th1n the organlza—
tion, its collection and proce551ng.

7. The phy51cal survey - the examlnatlon of the '
physical layout of the site,.its’ equlpment, '

-

o

merchandlse dlsplays ys and 8O forth.

examination of the operating and personnel '.
pollcxes and procedures used on the 51te or
1n connectlon with the site.. . :

9. The fiscal survey — the examination of the -
' financial controls and auditing methods used .
on, or in connection with, the site. -

,iO; The analy51s of data from each of the’ above

sources (Nos. 6-9), in order to determlne
ulnerabllltles, leadlng to...»
11.. The de51gn of 1mproved phy51cal env1ronment

' ‘operating and personnel policies and procedures,
fiscal controls and audits, and coordination
with local criminal jus+1ce systems, to reduce
- the opportunltles for crime and increase the
opportunities for detection, 1 e., the de51gn

: of a loss preventlon/asset protectlon system.

S12. The lmplementatlon of the new system —_— "marketlng“

1t to managers and employees, training, etc.

13, Monltorlng and operatlng the sys*em.-~

14.- Evaluatlng the system'ln cost/effectlveness terms.

The presentatlon ‘would be by a mix of 1ecture and fllm/
£ilm strips and instructional material (e.g., a case

" history, survey forms, etc.,‘would be prov1ded and be
\retalned by part1c1pants)

pasee

-

-
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Two-Day Workshop for‘Managers‘with Direct .
Responsibility for Loss Preventlon/Asset o
Protectlon . . . .

Objectlves. To instruct managers who have to design
- and operate internal security systems .in the "systems
approach! to loss prevention/asset protectlon, SO
that they can implement. effectlve systems 1n thelr
_own bu51nesses.-

Separate workshops w1ll be conducted for the follow1ng
~1ndustry groups. :

® Hotel/Motel
o Manufacturing

Crimes covered Wlll lnclude'

Shopllftlng (retail endustry workshop only)
" Check fraud (retail industry workshop only) R
“Guest theft" (hotel/motel industry workshop only)‘ SR
Employee pilferage ' . g
Vandalism and sabotage
- Commercial bribery

8000900

~ Topical Outline.  All topics described for the séminars
will be covered, but in more depth. " This is'particu-

-larly the case with tOplCS 3 through 4 of the seminar

+ outline. Cases specific to the industry in question

. would be worked through in detail and partlclpants

- would analyze data from the various "appropriate company
"sources and the surveys, and make recommendations for

new’or 1mproved systems. - , K . .

The workshop would be d851gned to maxlmlze "learnlng by .
‘doing" although .a multi-media approach is proposed.(
Materials will include typical .loss statistics in
computer print-dut ‘and manual form, typical survey data,
data collection documents, and,case studies built around

. these data. Participants will have a structuredsequence

of tasks to perform, descrlbed in workbooks which they
will retain as’ a resource. : .

3L
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Onée-Day Financial Executive Wbrkshgg. It is suggested
“that a special program be designed for executives with
,spec1al responsibility for {fiscal controls. These
. would concentrate upon the ¥rimes of embezzlement and
commercial bribery and would hasize modern financial
and stock control procedures, .auditing methods and .
‘computer—a551sted crime. .Again, a "learning by doing"
approach wou1d be stressed." ' S

It should be noted that in both seminars and Workshops
examples of data and case histories will reflect the experi-

—
3

Sites for Demonstration - .

''We believe thdt 1£ the recommended programs are to. be success—

ful when generalized across the country, they must be actively

7supported by local. organlzatlons——bu81ness, law enforcement,

civic and so forth. Therefore, .one criterion for selection

“- of sites is evidence 'of strong local support for anti-crime

programs or willingness to give such support. Another

‘criterion ig that the problems of retail inventory shrlnkage,~
. equipment losses in. hotels/motels, emplovee theft in manu-
. facturing, -vandalism and sabotage in all industries, - etc.,

must be genuinely - -troublesome and percelved by the community
as’ hlgh priority problems. Unfortunately, as has been p01nted
out in the earlier part of this report, statistics of crimes .
against business are poor and measures of the actual magnltude
—of the various types of crime by jurisdiction cannot be
obtained. 1In the absence of anything better, the larceny—
theft statistics from the Uniform Crime Reports of the FBI °
will have to be used to provide a rough ranking of magnitude

vof the type of offense by SMSA's, cities and towns. (We.
.. could easily create our own rate figures’ from Table 6 of the

Report, which gives numbers of offenses known to the police
in cities and towns-10,000 [population] and over, in order to
pin-point demonstratlon areas; we do not. think it approprlate
merely to select SMSA's without rther sub-division.) Once’
we. have identified what appear to ‘be high crime areas we

- recommend that. local business and other organizations be con~

tacted in order to gauge their 1evels of . p0551ble support and
concern.

Geographlc 1ocat10ns would be another 1mportant var1ab1e in

selecting demonstratlon sites. . Many experts in the private

”securlty field believe that the type of ofFender (motlvatlon

.
<

ences, resources and needs of small and medium-sized buSlnesses. :



~ A ' . e
and modus operandi) may Vary from area to area and it\seems

) desirable to take this possibility into consideration when

- picking si . Given the other criteria mentioned, we would
_want to implement the project in at least three qu1te dif-
‘ferent parts of the country -~ the northeast, the midwest,
and south or southeast. . Thus, at least three areas should be

N selected, although we wculd prefer to extend the scope’ of N

the progect to .increase credibility when the natlon—w1de
effort is made (assuming, of course,, ‘that the evaluation of : L
the recommended programa showed them to be effectlve) o Sl

During the course of the present work ‘many’ groups in . .

communities across the country hawve indicated enthu51asm for

"~ working with the recommended program if this were possible.

‘While they should not be automatically included, it should

be borne in mind when making a final selecticr +hat the A
following organizations have demonstrated interest. and have

' some base for active participation: Albuquerque, Department

of Rehabilitation, DWI, Metropolitan Criminal Coordinatipg

. Council; Baltimore,; Mayor's Advisory Commlttee on -Small '
Bu51ness, ‘Boston, Boston Police Department; Cleveland,

Greater Cleveland Growth Association, Criminal Justice’

Publication Information Center; New Orleans, District-

- Attorney's Office; Phllad@]phia, Citizenq Crime CommisSion ,

of Phlladelphia. S } Lo o -

& v i
- It should be stressed that we. are not recommending that demon- S (,j
stratior sites be selected solely from among these cities.. S
. We propose a ‘far wider geographic spread. We do, however,,fﬁ;QA
- believe that there are- advantages in carrying out some early
develOpmental work "in one or other of these localities.

Wifh ‘respect to® nonwv1olent crimes against retailers, a.
recommendation emerged from one of -our workshop panels’ that
the unit for demonstratlon should be a’ shopping mall. o
Retailers in one or more malls within.a high érime area

should, it is proposed, be the recipients of invitations to
the 'programs, rather than retailers as a whole in the P ’
selected area. One great advantage of this appréach is

that mall areas have merchantrcoordihating systems, which

- provide a "built-in" vehicle for the implementation of the

. effort. While it may be unduly réstrictive to focus solely
on retailers in shoppin malls, we do recommend that they =
.should be-given a special program within the broader - areas
. selected -and be the first, targets of the education/tralning '
'program. ‘

h -
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) P;gject Organlzatlon

Lol T The»flrst phase of the work would entall de51gn1ng and con- .
g ' S structing the training programs; although cufriculum outlines
have been designed, much work remains to be done"in turning.
these into actual seminars and workshops, with audio-visual '

. aids, workbooks, reference materlal and so on.. This first

- phase would take three to four months to complete.- (If- aMA
‘has the role described earlier, present AMA staff .could :

P ‘carry out this work.) The regources of the Small ‘Business

s - ' Administration and the Department of Commerce, shouid be con-'

R 51dered in developing and 1mplement1ng the progect. ) :

The second'phaee wouldifall into threeﬁsubfphases, nahely:

e e Hiring lcecal project staff (primarily direc@or
ﬂ‘e : s - and tralners, the latter probably part tlme)

R Establlshlng a” communlty "crlmes agalnst busmness“
" council, consisting of representatives.of busln%sa
‘criminal justice and local citizens groups,- to glve
o _ ,.credlblllty to the project and facilitate. communlca—
L ) 7 S ltlon with business and other concerned groups.

® InVLtlng commerCLal managers tc seminars. Llsts
" ~would be prov1ded by loral organizatlons.

LThls phase would overlap “the first and would take two to

Pral” TR

. ’three months."’- : : . B
' _*Thevthlrd phase'would-fall'into three sub-phases:
N\ e ’@"Conductihg seminaié‘fbrlseniOr managers;7 J
% N T ® Subsequent to conductlng of seminars for a
RS \ L .. particular industry, inviting commercial
. SN C ‘managers with hands~-on responSLblllty for
e A.securlty to attend workshops.
ol A . '
R N .
"; @ Subsequently conductlng workshops.

\Thls phase wbuld probably take twelve months ana would begln o
at the end of Phase I and II.

\
\
Lo
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' ‘”"The fourtn phase would run parallel to the thlrd_and w1ll
'ConSlSt of -monitoring the programs, obtaining part1c1pants‘
redctions -and modlfylng their content and modes . of presenta-
tion as the feedback is recelved This- is a most important
‘F ) .- - part of the récommended progects, 8ince it ensures that the
-+ 'program will be developed in a p031t1ve way darlng the
Lo ,_demonstratlon per*od,‘ . o ////, / e
e ' =
e . -0
e ' , | :
® | ,
®
/,
.
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. Deterrent Strategies .

.; Recommendation,No. 2?3 Economic Crime Unlts. ‘Eetablishing .
i , .~ the Unit - - S

gectlves .

To demonstrate that a spec1ally staffed and trained ualt w1th1n
the criminal justice system of a: ]urlsdlctlon, spec1allzlng in;
" economic crime, can reduce crimes against business, by a higher
;rate of successful prosecuttons and by obtaining greater
;cooperatlon from the -business’ communlty

i'  — "Economlc Crlme Unlt Concept o ':- I

v; It is recommended that in. selected areas an-economic crime unlt
- should be established in the Prosecutor s Office and {or, 1f

- 'such a. unit exists) be given spe01f1c technlcal assistance in

v : "personnel seléection and ;training and management methods. (It
w‘f-; ;;;s appreCLatea that several such units do exist, but’ our
N 1mpreQSlon 'igs that they tend not to be staffed: and trained in

a manner that fits them for dealing with, and acceptance by,
. 'the business'- -community, a .pre-~requisite of effective efforts

"to reduce crimes against .business. It should also be noted
.'that we ‘seé these units as having. a two-fold mission--reducing
. ¢rime by business and reducing crime agalnet ‘business, especially
'*fraud and’ embezzlement Fraud by arson is considered separately
A,[see Insurance. Fraud: by Arson,.below] but with appropriate
._organlzatlon, this area of cri me could also be 1ntegrated 1nto
7'the proposed unlt )

We recommend that ‘economic crime units should be respoﬁ51ble
, to the local prosecutor and should be an integral part of the
RN ‘dlstrlct attorney's office. These units. should - -have a broad
'~ investigative functé?n and have effective liaison with the. .
business community.2 It is essential that business .should - /
L . . be (flnally) persuaded that the crlmlnal justice system: takes :
Q. - crimes. agalnst (and by). business very serlously and can be.
E L r<effeot1ve in reduc1ng 1osses due to economlc crlmlnal act1v1ty

. 6/ The local "crimes against business council" that we _

' recommend as part of the commercial management training -
1program would be a good forum for representatlves of
“the unit, if one were established in the same area as . - «
the commerlcal management program. S




Structurally, the unit should be vertlcally organlzed, ‘being ;

‘capable of accomodating most reported or suspected offenses

from investigation- through trial and appeal.. Hence- it must

- be staffed byl|experienced trail. attorneys, and experienced
"investigators, preferdbly with some knowledge of business

attitudes and business methods. ‘We recommend that the unit- o

" should be staffed in accordance with the Natlonal District,
.'Attorneys Associdtion guidelines. The staff must be given

special training (see below) and kepr up to date W1th regular

- refresher courSes.

, Exten51ve use: should be.made of’ former profess10ﬂals from ‘
. the IRS, ‘Treasury, FBI, police, ‘the accounting- professxop‘

and other sources of cpnsultant expertlse.
. b
. o

j

‘[,Selectlon of Sltes

,'The criteria outllned for selectlon of ‘sifdes for the commerdial
- management, educatlon and training.-program apply ‘equally well

for the economic crime unit project (except ates of

'Zlarceny theft offenses are not a sufficient index). : We

recommend that such a ‘uniit be established- (or, if- already

-established, technical. aSSLtance be given) in the samé juris-
~dictions as are’ selected for the. formet programs, if the

approprlate criteria are met. There is 11kely to- be‘an
important increase in the level of cooperatlon between bu51nes

and the crlmlnal justlce system that we are hoping to achleve

“+ by the education and tralnlng program;: if- & trained- and-

ter

1a
well—managed economic crime unit of the kind ‘we ‘envision is

formed. in an area, and it.would be foolish to ignore the
fact that in thls case the whole may be “"greater than\the sum

of the parts. " However, in order to obtain some measu;e of

' the effects of the educatlon/tralnlng programs alone, we
‘recommend that these should precede’any.activity in connection

with' an economic crime unit by .at -least a year, or that the
economic . crime unlt project should be initiated in a sub-set.

"of the areas in which the . educatlon/tralnlng programs are
»conducted. S : : : .

It may turn out, of course, that areas that are well sulted

'to the commer01al management program are not receptlve o

an economic crime 'unit program (possibly because- they already
have an excellent unit.in place). - If this were generally to
be the casey then other. locatlons would have to. be found,_\_ o

3'meet1ng the requlred criteria.
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At a minimum, we recommend three jurisdictions, with wide -
'geographlc representativeness, with. high rélative 1ncm&ence
. of 'both ‘reported larceny~-theft offenses and Part .II crime
- arrests. (a very poor measure-of the magnitude of "white
collar" types of crime but it will serve to give some '
guidance), together with - communlty awareness of and concern
about the more soph1st1cated type of.crimes against buSLnessA
'(fraud and embezzlement) A w1111ngness on the. part of the
“district attornéy's office” to implement the proposed - program. .
vlS, naturally, a pre requ1$1te for thls type of prOJect

t

@ -

&

“gJ?PrOJect urg 1zation o

Phase I would entarl the selectlon of a local pro;ect dlrectnr
and staff. The director could, 'in fact, be the same person
as dlrects ‘the commerc1al management education and training

would be. economic advantages in this a probably technical
'advantages, "too. Support staff should unquestionably be
drawn from this same source if the same areas are:used. ' The.
director would be responsible, so far as the economic crime’
‘unit project-is concerned, with establlshlng liaison with the
‘local criminal justlce system and 'the business community, and -
vfde51gn1ng the unit (and/or. the. technlcalasclstancepmogram)
2 with the ‘aid of mational and local speﬁlallsts. It would .
Lo . take two months. ' : : '

P R Phase II would consist . of de51gn1ng the unlt/technlcal

i "7 assistance program- and ensurlng that it was responsive to’
local needs and realistic in terms of local capabilities.-
‘This phase woiuld take four-flve months - and would commence .

" as soon as the director: was hired. : .

L\ Phase III would be ‘the actual establlshlng of the unlt (or
SN ‘ commencing technical agsistance -.to an existing unit). It °
would include selection of staff, tralnlng of staff and
‘provision of technical assistance in management public
relations and other matfers of this type. Phase III can be
S ’ . - expected to take anythlng from four to. nlne months. :
‘ - - The final Phase (IV) is the on-go:.ng monltorlng of: the
.. project; to find ways’ of improving staffing configuration;
management practlces and policies, liaison with the business:
and consumer communities, etc. PhaSe Iv would contlnue ‘
throughout the llfe of. the prOJect ' -
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Recommendation No. 3: Economlc Crime Unlts. Training
e S the Unit : '

o

~Objectfves

AThe objectlves are substantlally the same as those set for

the establlshment of units themse ves, .although if an '
existing. unit is glven ‘special t alnlng, the specific effeot

 of ‘that training 1s predicted- to be demonatrable,

'Tralnlng Top1ca7 Outllne

.
[y

'iTralnlng would dlffer accordlng to the experlence and role of

the individual concerned. The. tOplCS that would be covered,
in varylng degree according to . the requlrements of the -
pelson s job, would 1nclude. L
'a.ABusiness ‘practices, policies, nomenclature.

& The psychology and;motivaﬁion of business people.
-} .Accountlng and audltlng technlques...A : ;

® Modue operandl of "economic crime" offenders w1th
- special reference to embezzZlement, various types of
. fraud by and against bus*ness {including commercial
_ bribery, "scams," "bust outs" and arson) and the
- use of the computer in. economlc crlme. v

P

@ ;Some theorles of motlvatlon.

o Ko,
1 Nt

@ Investlgatlve technlques, including the use of
' “audit tralls to vncover flnanc1a1 offenses.
- Trlal preparatlon.p
e'~Adm1551ble ev1dence.

For unit manaoers, spec1al oourses should be given in manage—-
ment technlques, ubllo relatlons and 51m11ar toplcs.

Materlals and assistance for these programs can bv obtalned
-from the National District: Attorneys Assocxataun, +the .

Battelle Law and Justlce Study Center. and the Enforcenent-




_Selectlon of Sltes

Program.D1v1810n, Office of Reglonal Operatlons, Law Enforce—'
ment Assistance Administration.. Local colleges and police

'aCademles, the Federal Bureau of Investlgatlon and state . ,
~prosecutor1al associations should| all be requested f01 help G

1n the supply of materlals and tralnlng

.

The 51tes would . be the same ‘as those dlscussed in the
1mmed1ately precedlng sectlon. y ‘ 5

\

*.

Project Organtzatlon

1

‘Phase I would be identical - to that descrlbed above, 51nce the
,dlrector .and staff would be the same.

}Pﬁase IIa would con31st of locating approprlate tralnlnq

programs (and modifying where approprlate) —and identifying
facilities. This could in large measure be carrled out

‘.¢by present AMA staff.

'Phase IIb would entall matchlngvidentlfied traininq programs~A

to local needs and would call . for a’ "Needs Analysis" of the
community to be served. and of any existing economic crimes unit.

1'ThlS work could _be’ carried out by AMA personnel and/or local
" project staff. Phases IT a) and b) would take three to four

months.A

tPhase ITI would be the 1mplementatlon of the recommended

programs and would be spread over four-six months,‘although

refresher courses should be given at regular 1ntervals

thereafter.

.

Phase IV would .be the monltorlng component and would aim at
providing recommendatlons for 1mproved tralnlng currlcula ‘

.and methods. Lo : 2
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‘short term, rotated ba51s.»

' The persorinel of this unit would-have responsibility for
.establishing’ on-going liaisen with other law enforcement

<
[P

-Recommendation No. 4:. Insurance Fraud by Arson. Establlsh—
S - C ’1ng Arson Task Force

| ~::_Obg_ec:tlve

‘The objectlve is to demonstrate that a’ spec1al unlt, Whlch
.includes both fire .and 'police personnel, with its own

prosecutors, spec1ally tralnedgln detectlon, 1nvestlgatlon . -
and prosecutlon of arson and fraud by arson, can reduce these

'crlmes in a selected jurlsdlctlon.

£

.Task Foree Component

- It is ;ecommended that a task force should be. establlshed 1n
~the demonstration site,’ consxstlng of personnel drawn from

police and fire departmenzs, a prosecutor and (on a temporary
basis) - investigators and supervisory personnel from insurance
companies and possibly other pollce and flre porSOHneT on a

P

a

The task force concept has been successfui in Wayne‘Coﬁnty[

e’Mlchlgan, Bronx, New-York,. and Seattle, ‘Washington. This
'proposed unit could be a part of the recommended economic

crime unit if the same area was used for both projects, but

if so, the organizational structure would have to be such as.
to- glve the task force a hlgh degree of independence. ‘Arson
is a different kind of crime from the typical "white collar""

‘crime which an economic. crime unit would ‘be staffed to deal
> ‘with and for this reason\the arson unit must not. be submerged
. L into the larger unit; on-the other hand, it may be administra-
" tively convenient to make it a semi-autonomous unit w1th1n

the economic. crime unit: Local circumstances would contrlbute'
greatly to any final. deClSlon on this 1ssue._" :

The staff of the task force would be glven spec1a1 and 1nten—-

sive training in all aspects of arson and fraud by.arson. -

<

agencies, fire departments and insurance companies within
their jurisdiction and. would serve as a highZTy sophlstlcated
resource for such entities. (The inclusion.of insurance.
company personnel on a- temporary ba81s, is designed to

.

vstrengthen ties with’ 1nsurance companies ‘and at the same

- - ~ e
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T g local dlrector ) u

'Prolect Orgenlzatlon .

time 1mprove the abllltles of th9¢LFCLouunel in +he detectlon

of fraud by arson. - Police and fire department personnel,
would also rotate- through the unit for the same reasons.’)

vSelectlon of Sites

L) : < . . ;
The main criteria are: as before, objectlvely hlgﬁ incidence
of the crime in gquestion; perception that there is a high

- and troublesome incidence by concerned business, criminal -~

justice agencies and the public; and willingness‘and means
to cooperate in the project. Since arson is not a Part I
crime for the,purposes of the Uniform Crime Report, statis-
tics  .capnot be obtained from that source. However, statis-

- tics on suspected arson fires can be obtained from other

sources (the local fixe department, for vyample) and’ reason-
able assessments should be possxble. ~We propose to use the
same areas as for other types of crime agalnst business
unless it turns.out that arson is not a major problem in any-
one such-area or is not percelved as such or there is little
interest in cooperating in the project or there is already

an'effective investigative unit of the type described. .In.

any such circumstances we would seek other areas-with the
required characteristics, including geographic spread.

The first phase of the project would be\concerned with’ securlng
the formal agreement of the official bodles 1nvolved——pollce

~and fire departments, and the district attorney's office--

that a task force of the type. described should be set up, .
on an experlmental ba51s‘ Expressions . of approval -from '
insurance companies’ and other business interests, of citizen-
groups and school boards (whose tax base often.declines

~as earesult of arson) would ‘be solicited durlng\thls phase.'
(The area would not be selected for the project unless '
‘preliminary, informal, acceptance had been lndlcated durlng

the site selectlon work )
Formal agreement could probably be obtalned from the' 1nterested
parties in three- four months, but the final establishment of

the unit could take a further 31x—e1ght months. (AMA staff
could work on obtaining formal agreement, prlor to app01nt1ng

<

PRS
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 the ‘same' area is. used--one of the economies' of using the
force had been received.. . . Y

long the concerned parties wanted.the experlment to contmnhe

-the whole of the “second phase, the 1n+erest belng to 1mprove

unit and between the unityand its parent body. v

Phase. II would call for the selection of a local pro;ect -
director, who" would be responslble for seeing that the unit
was established; giving technical assistance in its  forma-
tion and ensuring that the training programs, discussed 1n'
the Tralnlng Programs section, beiow, were administered.
Other (support) staff could be drawn from the staff assem-—.
bled for the commercial management training’ pro;ect, if

o

same area where possible. This phase would take two months
and would commence as soon as formal aqreement for-the task~

Phase IIIw-1mplementat10n—~would be dependént upon how ‘

but. should not be less than two years.

. a
. i
\ v

the concept with respect to such variables as personnel mix,
training (see below) and reporting relationships wlthln the -

-1

P
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Recommendation No. 5:° Insurance Fraud by: Arson.' Training .

Program

® '~ Objective
) " 7o demonstrite that tralnlng programs can be designed and
tralnlng implemented, for persons professionally involved
in the control of ‘arson and fraud by arson, which will
W ’ materially impact those crimes in. the area of demenstration.

b
‘ N )

Training: Topical Outline’

: o The following outlines the subjects that muyst, at a minimum,.

'i. .. be glven ﬁo all 1nd1v1duals at some level of lntenSLty,

o ~ @ The scope of the arson problem as it affects soc1ety \ - .
as a whole, and particularly as it affects the par- - '
ticular geographic area where the training 1s belng
given.

® . = the.number kllled as a result of arson.

- The number-ofvburn 1njur1es resultlnq from arson

e - -and the terrifying nature of those injuries.

. v : - The dollar loss to a community from arson, including
f" . _ . not merely the hundreds of millions of dollars pald
. «  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 communities which
; " need tax revenues .for police gervices; .schools and
;4.- o - general welfare programs.
Co The social cost of arson, particularly in urban
areas where large segments of communities have .-
T . " been devastated by widespread arson fraud. The
B . loss of housing stock leads to an ;ncrease in
l‘ : ~ - 8ocial pathology associated with overcrowding.

-

a The motives for arson include not only insurance . R >
fraud, but alsc efforts .to hide other crimes:
a . jealousy or revenge:; pyromania by the emotionally
o disturbed; juvenile thrlll seekers,vand terrorism
Q : or extortlor\. ; ‘ e

_— Py
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. former residents of a burned structure or employees‘
,of a business ‘which has suffered=a flre.‘

The nature ‘of fire itself. The technical elements
and chemlstry of different kinds of fire; the nature
of incendiary fire; burn patterns of incendiary fires;

"some of the significant 51gns to look for to identify -

incendiary fires, ‘including detalledrlnstruvtlon on

the examination of fire scenes; evidence of incendiary

materials and other significant physical ev1dence :
whlch may be - present at.a. fire scene.

4 : ..
The use of expert arson 1nvest1gators, chemlsts,
photographers, and engineers, to examine a fire

- scene 'and :identify, analyze and preserve\tang;ble'
: ev1dence. - _ s ’ :

. v

“

Interviewing Witnesses/'including‘notbonly witnesses

who may have seen the fire itself, but w1tnesses who

were present before the outbréak of the fire or’

’

7 : . S
Interviewing the insured himself and, when warrant-.
ed, detailed investigation of the background, the’
finances, the debts and assets of an insured indi-

‘vidual or' business. - _ b

'InvestlgatJng the possibilities of criminal prosecu-

tion for arson; the p0331b111ty of arson as a
defense under a pollcy of insurance and the poq51—

'bility of crlmlnal prosecution for insurance fraud ”

¢ mail fraud,xwhere prosecution for arson proves

.1mpractlcal./ (The technique of an owner. hiding -

behind several corporation names in order to avord
tbe recognition‘of a pattern of arson fraud and .

‘the 1nvestlgat1ve dlfflcultles thlS creates will
““be discussed.) .

The collectlon and 1nterchange between publlc
authorities and insurance companies of information
relating to specific fires," spec1f1c-named insured; -

‘and possible evidence of, incendiary origin 'of fires,

as well as the danger of suits for libel and slander

" and "freedom-of 1nformatlon" probleﬂs connehted

therew1th

a

R The follow1ng spec1f1c programs should be avallable,

H
a. Two-hour semlnar fer‘state-]udges.‘ -
b. Two-hour seminar for prosecutors.

s 4 | LN




« . : BN
. o 2. One/two- day seminar for all pollce/flre department
" _personnel who are not specialists in arscn investi-

gation (lncorporated 1nto pollce/flre academy
currlcula)

.r"'/A A.

3. Two/three-day eeminars for insﬁrénce~adjusters.~

4. Two/three~day semlnars for prosecutors with

-~ gpécial responSLblllty for (or interest in) arson
s L . prosecution, e. 9., prosecutor 1n the proposed

i‘< - . task force. A

5 Slx/seven—week courses for arson 1nvest1gators
(who we would recommend .should be incorporated
-into the arson ‘task force), preferably at the
: ) ‘ National Fire Academy. This would be supplemented
f‘br o by extensive on-the jOb training.
. 8 .

Selectlon of Sltes

~

- .- The tralning of professxonals would take place in the same
® ‘areas as the establishment of the arson task forces which
‘ - would, as stated, be the: same areas as those selected for
the training of commercial managers and the establlshment/

tralnlng of economlc crime units 1f thevcrlterla is- justlfled

v

"-' . . Project Organization -

_Phase I would enta11 1) establishing liaisgon w1th the Natlonal
. Fire Preventlon .and Control Admlnlstratlon, "the National Fire
o : Academy, the International Association of Fire Investigators
oo and the American Insurance Association;- 2) .obtaining agree-
. S ment of appropriate local-authorities:for ‘the -conduct of
: tralnlng programs among their personnel. Liaison with -the

‘major. national organizations wodld permit their extensive
 resources to be drawn on--both in developing curricula
appropriate to different groups (see Toplcal Qutline, above)-
-and for actual.instruction. Locally, 1t would be necessary.

® " to have formal commitment to allow spec1f1ed numbers of :
’ - officers to attend courses of a specified duratidn on the

- . employing organization's time. (Some broad agreement ih
L . principle to this effect would have to be obtained before

- selecting the site-for demonstration purposes. )} This phase
would take 2-3 months. o

-

°

-
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‘Phase

N,

C
& -

Phase II would overlap Phase I beglnnlng as shortly after

‘Phase I. commenced as possible, and would consist of

a) de51gn1ng or identifying curricula; and b) 7 entlleng

-4

~tra1n1ng fa0111t1es for su§h groups as:

@- the ]ud1c1ary,
® police and fire ofﬁlcers not Spec1f1cally
o involved in arson investigations;
® police/fire :officers who :form part of
¢ the recommended arson task force.

7 mam

These currlcula would be derlved from, and. in some case

would be the same as, those already developed by such

organizations as the National Fire Academy - An outline

~of key elements to be _covered in various. degrees of depth

w1ll be found under‘"Toplcal Outllne," above. .-
.

Y

1 Phase III——lmplementatloﬁ of the tralg;ng/brograms—-would

commence as Soon as appropriate ;;e;n1ng “packages" have
been put" together.- Separate sta would not/be needed for

this work, since it is integr t€d with the . formation of the

task force. (However,,ig/w uld be p0351ble to carry out
the proposed training grams even if ghere were resistance '
to the task force contept,.and this option should not be
dismissed.) ‘We expect this active demonstratlon phase to
be carried on. or, at least two years.

7/

=

would be on-901ng monltorlng of the pr01ect, as
uige&/ﬁlth the lntent of - 1mprov1ng the tralnlng content
d methods. - , ; ‘.
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.- Recommendation No. 6: Jud1c1al Educatlon Program on
C - T Economlc Crlme

. a9

Obgectlve

- To demonstrate that an educatxon program whlch informs judges.
of the effects and characteristics of economic crime, the .
‘diversity of sentenc1ng practlces, and the’ apparent dlscrep—
ancy between sentences for crimes which are-non-violent in
nature and crlmes which involve at least the threat of ¢
v1olenve, can’lead to greater unlformlty and smaller dis-~
crepan01es 1n sentences.. : S .

Program Characteristics’ ' 'rr T

“The recommended program would be avallable for state °

- judges. It would be of 2-3 hours duration and suitable
for inclusion in..the programs of annual meetlngs, con- -
ferences, etc. It. is apprec1ated that it could 'in no way
be imposed upon the jud1c1ary, but would be made available.
ffor meetlngs if requested.

2 . . | - PR OUT
]

Education Program: qu;gal Outllne
s o
"The objectlves wouldﬁbe to increase aJareness of the economic
and social harm done by economic crime. and the-seemingly low
. level of sanctions lmposed compared to those imposed for
violent crlme, with an expectation of changlng senten01ng
practlces in some cases:by focus1ng on: - R

@ . The economlc and social costs of varlous types of.
econonic’-crime, from shoplifting to major frauds,
with emphasis upon local statistics if any estimates
could be made. These would be compared with the-
costs of varlous v1olent crlmes.

® Typlcal methods used to commit economic crime, '
R espe01ally the more SOphlSthated crlmes, lncludlng .
e those u31ng computers.

® Recent sentencing patterns for .various economic.
" crimes compared with those for burglary and robbery

: 1nvolv1ng 51m11ar levels of loss. )
o . - T : ‘ L e
o/ ‘ ' : .
A
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" and, if so, how best-it could be delivered. This could be

ey g e ——

@ Proflles of typlcal offenders~~age, sex, race,
’ educatlon and - 1ncome levels, recmdlvxbm rates,\etc;

Some theorles of motlvatlon of.’ perpetrators of
‘various non-v;olent crlmes against and by busxﬁess.

Up-dated ver51ons of ‘the programs should be run at yearly
intervals, and regular and fairly frequent mailings of - : -
“pertinent -information should be used to prov1de relnforeement
of the major theme., ’ - -

-~Selectlon of Sltes.\“ﬁ~g;

e

Judges from -the locatlons used in the other progects w11l
“'probably be éxposed to. the program, but it ‘would be at least = .
.. statewide since the most likely occasions for its presentatlon_-

‘would .be at statewide annual’ meetings of - state. judges. The
‘states would be those in whlch the other demonstratlon pro—‘
jects are located. : . L -

Project Organlzatlon

It would be necessary,'lnltlally, to llase w1th the approprl— ap
‘ate components of a state's executive and judicial branches.
in order to establish whether the program would be. acceptable

Phase I and would take 2-3 months. Phase II.would entail
obtaining approprlate local data and incorporating this into.
an appropriate script. Three months should be adequate’ for
thls phase. :Production of an appropriately sophisticated
’ presentatlen——Phase III~—would ﬁake another “two- three months.

- It. 1is assumed that the dlrector and staff of the other demon—
stration. programs in the state would be responsible for all

" local level work. . Coordination of data and productlon of .
the presentatlon would .be centralized (for example, in AMA,, : .. -
. 1f AMA were . to be the ceordlnator) : R ) :




'Demotivation.Strategies‘ - R e

Recommendation No.. 7: Programs:to "DemotivateV'Yohng'
: o " People from. Committing Crimes of
Shoplifting and Vandalism

Objectlves,V

To demonstrate that it is posqlble to reduce the frequency )
_ with which shopllftlng and vandalism are. committed by .
juvenlles, by means of educatlon and general communication

" techniques which aim at changlng ]uvenlle attitudes toward
. these .offenses. _ '

Juvenlle Mctlvatlon_

v

. - The" proposed progtams are based on the bellef that much
"juvenile shoplifting and vandalism is a consequence of impulse, = -
f'peer pressure and-a .failure to feel any sense. of guilt--or- '
- fear of apprehension--ahout committing such offenses. The
.programs would" attempt to deal with peer pressure and the
understanding of -~ rlght and wrong," by worklng through the
;tamlly, the s;hool and 1ocal business.

a

'Program Characterlstlcs

'The approach is multi- faceted.

B Develop a sense of the social responsibility of
the family, using mass media and "canned" programs
which can be used by churches, - parent- teacher T
.assocmatlons, local c1v1c groups, etc. L

, e._Develop positive psychologlcal pressures-to.
= - "demotivate" -and deter potential juvenlle
- . ‘offenders, by a mix of canned programs, live
- appearances and events (such as fleld trips to
. prisons), etc. used oy schools as. part of social.
studles programs.

o _Develop sxmllar pressures by use of organiza-
tions such as,youth‘clubs, community centers, -
etc., addressing in particular the juvenile

. without a family and who 1s also 11kely to be

a school drop-out. . . :



® Develop busiriess sensitivity to the issues and . —-fﬁ””

w1lllngness to glve time to "demotivation" programs o

- in schools, opening thelr operations to field o , e

trips ‘and other activities that will enable juven- " . o e

"iles to identify a person with the abstract o LT

corporatlon that is belng vandallzed or "rlpped S 4f
off - . . SR SRR

Some suggested content of these programs w1ll be found under
4 "PrOgram Content and Medla," below -

Program Content'end Media

i

The follow1ng are the ba51c constltuents of the suggested
programs and their methods of presentatlon. :

"@ Famldy ResponSLblllty Program, Targeted to Parents

1. The cost to famllles in 1ncreaseaqcost of. goods...u‘

2. . The cost to the communlty in reduc1ng shop ing-
" facilities and employment. when retailers go out
of business as a result of shoplifting, and the -
'aesthetlc as well as flnanc1al costs of vandalism.

3. The legal and soclal consequences to Juvenlles,

" . if apprehended, and. the encouragement ‘of anti-
social attitudes (and their consequences) when
shoplifting and vandalism are: approved by peers -
and tolerated as."pranks" by. parents. . :

4.  The motivations’ and temptatlons of young peoplc
.toward committing the crlmes of shopllftlng
and vandalism. S .. :

'5. The role and respon51blllty of parents 1n.
- shaping moral .and soc1al attitudes by superv151on‘
‘and - by ‘example.

This would be a “canned“ film program, which could
‘'serve as a core for discussion groups, with augmenta-

" tion by local law enfcrcement officers, juvenile
court judges, business people, etc. 'The film could
be useéd in this way for -PTA, church and civic group
meetlngs, and could also be used alone on local TV.
It should be possxble to use.short segments as ‘15
second spots as well. A sound—only serles for radlo
spots should be con51dered.

ey




. & School Program

1. 2. and ‘3. would. pardllel the themes descrlbed
above, but would.carefully avoid any morallstlc
or preachlng style. ' : . .

4. The attltudes and behav10r concernlng shopllftlng-
and vandalism 'of juvenile! culture heroes--
approprfate to dlffexent age groups. o

5, The attlfudeq and behav1or of respocted local
peers ;—~for example school athletic "stars,"
members of amateur rock groups and so forth.

Although 4. would be on fllm, augmented by live
. appearances for 5. and presentations- by local law.

f‘.t S - enforcement, juvem.le judges, business people, etc.
R . it would be 1ntegrated into the social studies
R pnograms in local schools. - The film would also -
x\ : ‘ - be used on local TV at’ tlme& ‘appropriate to juvenile
audiencest Sound ‘radio spots should be considered;

juveniles. listen to radio a ,great deal.

o

® Communlfy Organlzatlon Program

The, constltutlon of the proqram would be 51m11ar
to those of the school program but directed toward

3’- . youth clubs, community centers, etc., to focus. on
; - - o juvenilesﬂwithout families. . .o : :
@ 4Busines‘ gmn31b111*y Program

1. The thLvathDS and temptatlons of young peoplev-'
to commit shoplifting and vandalism and how.
modern mérchandizing can be an invitation to
the Juvenlls.x'; - ~ 8 T

R o 2. 'Ways in which- bu51neqs can help 1tse1f and the
® - ' o . community at the same time by working with

I ‘ o community groups and the schools to develop

~ "demotivating" programs, for example by

- opening’the bhsinéss‘to fieldlﬁrips:‘

- participating in schoo1—work programs and
helplng to 1n1t1a+c them if they do not ex1st-




- part1c1patlng in social study programs in -
- .schools, speaking to parent-teacher:association
meetings, and generally belng available to

\ ‘present factual, non-moralistic material to
K-juvenlles, parents, teachers, and community
\ xeaders, regpecting business and the effects
‘on business of shoplifting and vandalism.
- The mlsperceptlons of retall profltablllty
: should ‘be corrected Ln thesge sessmons.

This proqram, too, should be essentlally a canned
film presentation with auqmentatlon by law: enforce—
ment officers, judges, teachers and community .
leaders, presented at Chambers of- Commerce, Rotary,
Kiwanis, Lyons,.’and such other group meetings. 1It,
too, could be used on local TV. While every effort
~ should be made to get these programs used by TV and
v radlo, and translated into print media, care must
‘be taken not to have the media treat the project as
a "story:' Juvenlles would almost certainly inter-
. pret such a story as. an.attempt at manipulation and
all that would happen would be the- generatlon of.
- resentment and a p0551b1e 1ncrease in the crlmes ve
. are trying to reduce .

i -

Selection of Sltes

A high larceny—theft 1ncydence per 100 000 would be an

1mportant consideration, in the absence of better data.
Equally 1mportant would be the perception of the local J
business community~ that juvenile shopllftlng and vandalism
were serious problems and a willingness to .cooperate in

the type of prcgram proposed. Perhaps most important of

all is an overall community with the same perceptlon and
willingness to- cooperate, churches, schools, and civic groups
must have attitudes favorable to trylng to prevent juvenile

_crime before it occurs rather than imposing sanctions after-
.wards. Hence, in selecting sites for this demonstratlon, it
" would be. necessary to 1dent1fy high crime areas first, then-

contact.local groups in a set of these in order to identify
some that seem to meet the required criteria. From these
should be selected a further ‘'sub-set whlch would provxde

. geographlc and smze varlablllty R o ;4'

. We- recommend at least %hree, but preferably more, commun:tles

for the pro;ect.' These should not be the same as those’ used -
for the training of commercial managers, since it would be

'1mposs1ble to. isolate the effect of. the demutlvatlon program
' from the managerlal tralnlng program.' k
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" which the varidus curricula would be generated and-the.
_’cannedvprograms produced. This would commence as ‘soon as
~the spe01allst staff “had- been hlred and. would take about

,1~pr0ject Organization'

. Phase 1 would consist of hirlﬁg spﬁclallst staff to desrgn
‘“the overall program, especially thosie using canhed media.

> Even if AMA were to have the role’ suggested in the overv1ew,

r;_present staff would not have the very special expertise

. called for in thls delicate area. AS we see it,; heavy

.. 'emphasis would be placed upon consultants in the fields of

¢ a) education and b) eommunlcatlon, but a small,” permanent
*ﬂ;sgeorallst staff is also 1ndlcated The hiring phase would
i take two months . o ‘

Phase II would be the de51gn and productxon phase, durlng

>

f.5 6 months.

Phase IIT. would con31st of blrlng a local progect dlrector
and support staff. This phase would .commence at the same’

‘time as Phase II and would take about two months. It should

be completed well before the program packages are ready

Phase IV--the 1mplementatlon phase--should commence as soon
as the . local director is appointed. . Hig/her initial tasks
would be to organize the community - resources—~schools,
churches, PTAs,; Chamber of Commerce, civic groups, lTocal .

- media--into a cooperative network, prepared to receive and

use the programs. = This would take 3-4 months, and at’ about
the eighth month of the project it can be expected that the
first programs would begln to operate.- The period of actual .
program operation, excludlng start—up tlme, should be not

- less than one year.

From the commencement of Phase- V ’careful monltorlng should

be 1n1t1ated,‘to determine improved ways of securing community

. participation and 1mproved programmatlc materlal and dellvery

technlques.
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RESEARCH PROJECTS

The recommended- research projects described in the following
pages are by no means exhaustive of the areas that need to

be investigated.,  They do seem, however, to be those with
the greatest potential for producing actionable conclusions
in areas of major concern in the fight against crimes against
business in particular and economic crime in general. With
the exception of the first two recommendations, they are
not in any~order of priority--after the study of the trie
cost to society of crime against business and the study of
methads for detectiitgr—preventing and estimating the magni-
tude of computer assgisted crime, we feel that all the other
proposals are of efual importance and that all the recommen-
dations are, indeed, im?ortantvand necessary. . _ ‘

v,

55



. "loss" by the government?)

' Recommendation No. 8: EconometricnS£ody of the Social
: : Costg of Non-Violent Crimes Agalnst
Bu31ness S

i
i
L

'The costs to society of economic crimes against business

are totally unknown. Even-if the costs to business can

only be crudely estimated there is no necessary equivalence

between .the costs to business and the eventual costs to

society. If, for example, a refrigerator is stolen from'a

gmanufaoturer, it is clearly a loss to that flrm, unless it~ o
is covered by insurance, in which case.it is, in part, a . . :
loss to the insurance company, not to the’ bu91ness. To the ’
-thief, assumlng it is stolenfto be. fenced, it 'is ‘a source of o
tax—free income. (But can this really be regarded as a ,

To the. pseudo—legltlmate business

that purchases and then sells thehstolen refrigerator, it is

also a source Of net 1ncomep To the person who buys the

refrlgerator at somewha% less than “fair market price" -—

.less, in fact, than other .local retailers can afford to

. sell it — it is a- barqaln.m To competing retailers it rep-

~

resents a lost opportunlty tqg sell either the same refrvger~
ator at a higher price. (p0551ble but not certain) or another
refrlgerator at a lower price (again, posslble but not .
certain). Add to this eguation the costs-of private securlty
“and the criminal justlce gystem trying to prevent/pun1sh ‘such
activities: (but this ig income to these employees) and the
(possible) forcing out of business of marginal retailers .
because of the commercial fericing operatlon — with some
(possible) loss of amenities for .the shopping publfc — and
the net social cost is obscure 1n the extreme.

Similar comp;ex1t1es appear when one con51ders embezzlement e
~and employee pilferage for personal use. Something is taken ‘
but it is subsequently used, even if lllegltlmately, and [

in effect, ‘increases the ‘thieves' tax-free income. 1If,

has sometimes been suggested, such income is really a "frlnqe'
benefit" of-certain-occupations;—-how -does it dlffer in e

economlc terms, from other iegltlmate benefits?. ,\j

And con51der commercial brlbery, a crime that is often regarded
as victimless.  Obviously this is not the case when the kick-
back - ‘comes from billing the purchases for more ‘than was
delivered, or selling 1nferlor merchandis at quallty prlces,
but what of the cases where the bribery is more subtle —
meals, tlckets, vacatlon" paid for by the vendor out of a,
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vaguely

defined business expense account? -Is this a "cost

of d01ng business," like advertising? From a strictly

k.economlc v1ewp01nt, 1t may be dlfflcult to see the dlfference.

" On the other hand
can pass along costs of crimé, and business income goes down
when this cannot be done. At the very least, there are
" differential economic effects on different groups w1th1n
society, whatever the net overall effect.‘
® - . All in all, there is clear need For an input- output analysis
" that can yield estimates of the costs and the beneflts to
each concerned group, as a stolen object,-or money (or, for

@ ‘that matter, trade secrets or other valuable information) moves
through the system We have termed it an’"econometric" analysis

R to stress the statistical modelling. aspects which will loom

® Jdarge in the proposed study. ° :

' This'is an eXLeedingly sophisticated inquiry; a specialist
team should be recruited with excellent credentials. in
econometric modelling and the development of lnput output

: matrices. There are at least two components.in the work
@ that this’ team would conduct; one is the design of an approprlate
. model and the other is the acqulsltlon of data._ :
o - Some of the varlables that would go into the model are llsted
o below: 4
@ Costs - o
" e insurance payments and premiums
. ® criminal justice system costs
@ private Securlty costs
s e tax revenues "lost”
¢ ® price increments due to crlme
. ® lost employee compensation opportunltles
"® lost job opportunltles o S
® lost services to consumers ’ '
e Jlost net income to vendors (because of unfalr
e : competition from commercial fencing operatlons,
® or when costs of crime cannot bé passed on, and
' T ,\flnally, when a‘‘business goes bankrupt )
¢ \““‘“ﬁ\f\ e . :
Benefits T —
» ‘e nonctaxed income to thieves and fences (or
@ - equivalent "satisfaction" from the use of -
, '+ directlw,stolen property)
e

_5'7 ' w o

consumer prlces ‘go up wherever theé bu51ness



® -reduceé\costs of purohase’of fenced goods
® income to criminal justice system and prlvate_
securlty employees ’

The, model tc be designed would have to 1ncorporatetthese and
other variables and trace their effects. through the ‘economic
and social system and, finally, show thé contribution of
'economlc crlme against business to the gross natlonal product.

The collectlon of data will be cruc1al and at the same tlme'
extremely‘difficult and perhaps imposSible in some. cases.
The: proposed National Data Base project, discussed in this

. report, should be iritegrated into the econometric study, as
one source of lnput data, and should, in due course, be :
expanded tp obtain as much of ‘the other required information
as ‘business is w1lllng to give. Much ingenuity will have to
-be used in acquiring data and making reasonable estimates of
.varlables for whlchdlrectneasurements cannot be made.

We recommend that a twelve to- elghteen months preliminary
invéstigation should be  cdrried out in conjunction with

the National Data Base project, to develop a model(s) and
test the feasibility of obtaining the needed data input. ,
"Thereafter, a'Series of increasingly more ambitious ‘develop-
mental projects ‘could , if apparently justified by the first ~
study, be conducted over a period of several years, leading
_ eventually, we -anticipate, to both a satisfactory model and

a satlsfactory data base that can be continucusly used to
estimate the economic and social ‘costs of crimes agalnst ‘
business, hopefully by that time ' on a community by. community
‘basis,. w1th dlrect pOlle implications at federal and local‘
levels




Recommendation No. 9: Computers and Crime ’ ) : |

In order that we may fashlon a long-range.ready response to,

the possible prollferatlon of computersandcrlme, it is

recommended that a research study be undertaken in this area.

The objectives of such research will be to advance the know—
ledge of the use of computers in.the commission of crimes,
and critically assess whether such use of computers aids in
facilitating the commission of a. crlme, or whether it indeed
lnhlblts crlmlnal activity. -

‘conipute

Phase I. In order to examine the ways in whlch . oA

the computer can be used in various criminal
schemes, it is suggested that.a group of high-
level computer specialists be ‘brought together -
and given the mandate to develop prototypic models
of - computer-assisted frauds. These models would
be developed for a variety of simulated situations
which ¢ osely approxrmate the actual uses of the

n a varlety of buSlneqs enterprlses.

The comp051tlon of the team should 1nclude members

-of key government agencies including the FBI, the ' e
‘Department of Defense, the Atomic Energy Commission,:
‘etc., ‘and various computer spe01allsts and members

of public auditing concerns.

in addltlon, the group should be cognizant of the . o

ways in Wthh the use of computers mlght 1nh1blt o ' Y
crlme. : : o '

It would be necessary to have access to a typical

‘system {or to construct one), operating in batch. _ .
and on-line modes. The growing use of mipi- computers ‘ ‘
" dictates that ‘these, too;. should be involved in the ,

research, both as stand-alone processors and a part
of computer networks. The possibility should be

- ‘explored of working with a large manufacturer of

_ computer hardware who could prov1de such fac111t1es.

The next step would require this group to develop
detection techniques necessary for active identifi-
cation, and 1nvest1gat10n of these model computer-
ass1sted crimes.. ThlS sta@e is extremely 1mportant

°




considering the fact that in most audits the primary
focus is on "balanc1ng the hooks" rather than looklng
for fraud s
~‘, . The group should make a systematlc study of the soft-' ' -,
T o o ware packages that ‘have been designed for auditing :

_ "through" the computer, and evaluate their effective-

‘ - ness (actual_and potential) in detecting irregulari-’

: ties. S E S C : S '

e ~ There should be a systematic study of how best to
organize an EDP department, bearing in mind possible »
trade-offs between: (a) reduction of opportunities.: . .
for crime, and (b) efficiency. It is widely believed -- -
that separation of tasks and respon51b111t1es is a

o - .major component of any strategy in reducing computer
’ R . assisted crime and-guidelines for optimum allocations
) ' - and superv151on should emerge from the proposed study. -

® ,Phase II. This. phase would focus, by means of a
o _ N random sampllng of business, on the identification
& T o and magnitude of current losses being sustained. It
L o _ ‘would require the active cooperation~of ‘business
' . o executives to allow an unannounced audit of computer
S . . procedures by the group's. personnel. These audits
' " would involve the appllcatlon of the detectlon
products developed in Phase I.

® I o ' An analysms of“these flndlngs wxll allow a more
o . accurate projection of current and potential ,
“losses ‘than is. currently available by more con-

"‘ventlonal techniques. - o .
® : Ultimately enough relevant datas should be accumlated to: o -
B ® define those situations in which' computers
‘ S do facilitate thn comm1531on of crime;
) ® define those situations ln whlch computers
.' 1nh1b1t crime, and then- ; -
‘'@ design ‘and develop programs and models to ‘
- limit the use of comguters in committing crime; - v
e - de51gn and develop programs and models that ' TR
® : . 'would use the computer itself to inhibit crlme., /




‘Recommendation No.-10:. Statutes/Sentencing puidelines,
‘ e . Criminal Justice Process

. As the incidence of crimes against business rises, it is
widely noted and accepted that criminals are prosecuted
sporadically, and rarely, if ever, experience any meaningful
sanction. ' _ : ' : ‘ ‘ ‘

Accordingly, new and 1nnovat1ve statutes and procedures must
be formulated and drafted to ‘deal more adequately with the
_sophlstlcated and complex nature of economic crime.

' Therefore, a sequentlal research prOJect is env151oned
order that suff1c1ent data be gathered with respect to the
:follow1ng X .
l; rev1ew1ng ex1st1ng statutes, leadlng to recommended
rev1sion, . g
= SR

2. development of guldellnes and procedures to ensure ' N
uniform sentenc1ng, y - ST S s

> . PR

3. other crlmlnal justlce procedural modlflcatlons..'
The research should be 1n1t1a11y confined to;the follow1ng
statutory areas of crlmlnal act1v1ty exther agalnst buSlness
or by business: - - N i

o theft .. e ‘fiaud L AR

@ commercial bribery.- = = ® embezzlement : o T Es
. ‘ ® arson’ SRS N ‘&(ﬁ‘ f
pata should be gathered from as many sources as pOSSlble. T e
The following is a sampling of procedures to ‘be utlllzed ‘ “.‘/,//
, 1n the data gatherlng process: : e, },.v‘ ////’m'

R Utlllzatlon of the grape—v1ne technlque_wln order

. to locate . prime movers in ‘the field.- Peop;e o STL\

B sought would be those experts-involved in the . =~ V.. ,
drafting of model statufés, and -designers of Lo ST
<cr1m1nal 3ust1cé‘system modlflcatlons. e C NG
< °. :

-@”’Researchers should: actlvely seek cooperatlon from
leaders of state leglslatlve bodles and’ thelr Cel
stafﬁs. - o Bt ' o , =

Bl




_ Researchers should utlllze 1nformatron gathered

from in-house and private security assoc1atlons

f.g., ASIS) and utilize the input from bus1ness
‘with respect to their v1ews regardlng statuﬁes

and procedures

Researchers should have extensive contact with the -

National District Attorheys Associations, and .
similar law enforcement groups, together with
liaison with various. regional and national legal
organlzatlonsu . _ _— A ) oo

The aforementloned list is merely suggestlve and in no way
"is meant to be.exhaustive. However, it is incumbent upon:
the research group, after using these data gatherlng tech-
niques, to devise a structure whereby the efiectlveness or

~ineffectiveness of a statute may be measured.

‘must be devised to determine a "good" statute from a ad"

statute.

Consideration must be given to the population.of

a given area; major problems indigenous to. lB;t/area,\the
number of larrests, prosecutions and convictidns under a

particular statute;

. to the ease with which these statutes lend themselves to

effective prosecution; the cas ,Ioad_of the court.system,‘
the volume of particular criftes, and the ability to write
pithy and concise defrnltlons w1th0ut vague, unreasonable

or unconstitutio al’elements. . _ : . X
.Ultlmately//g;;:i componenfs of effective;-tightly drawn

‘stat

. 8te es will be formulated and--perhaps through the

///{//recommended Economlc Crime Institute--information will be
disseminated to legislative bodies seeking to have more

-uniform and effective statutes to-deal with.crime.

"oome suggested areas of initial researeh ‘should be to
rev1ew the efflcacy of the follow1ng.

Enactment of a statute requlrlng all persons to .
report knowledge of _the commission of a crime,

- with violation thereof resulting in the imposi-
~tion of criminal sanctions.. (The statute could
“be modeled after Title 18 USC, Section 4,°although
~the knowledge o6f the commisgsion of any offense

would. be reportable, rather than ‘limited to,
felonies] . = S

E L
2 B,

62 . B ,

A methodolggy//

the attitude of proseeutors -with respect




®  Enactment of a comprehensive theft statute, to

: _replace antiquated statutes in many areas, still
" _ utilizing common law def1n1t1ons of varlous

' ‘ ' ~larcenies. . .

@ Enactment of statutes adequately dealing with

. fraud, especially insurance fraud, kboth committed
. . by businesg or agalnst business. (Callfornla and
AL New York Model Penal Codes have representative '
\ L examplcs ) :

- )

;' \ e . Enactmem of statutes that would expedlte t

. A\ . dlSpOSltLOﬂ of Appellate cases.

o @ Enactment of statutes defmq1ng mandatory mlnlmum

o A " .sentences for repeat offenders.

‘g v 5

H : - ' : .

;q', @ nactinent of comprehenSlve commercial bribery .

' ) ~ sttatutes; - current statutues appear to be woefully
iladeq§dte. : :

S __' - @ En ctmeut of compreﬁen51ve updated statutes deallng

@ I ~ -~ . with arson. :

The same pr cedure will then be followed w1th respect to

promulgatln. fair and reasonable sentencing guidelines and

dellneatlng other. modlflcatlons necessary to effectuate a
_ more responsive criminal justlce gsystem. Y(For additional

‘topics to.be\considered, review Workshop Panel No. 9, New"
- Orleans "Crimes Against Business Workshop. Panel Reﬁort"
submitted in \draft: form, May 1977:)




. Recommendation No..ll: Separate Courts
In order to achieve better overall prosecutlon of - e
criminal cases, it is recommended that a study be con- ' .
ducted to determine the efflcacy of spec1allzed courts,

and»more particularly, special -courts for those accused -

of shoplifting - - : ' -

An in- depth review and evaluatlon of fhe ex1st1ng operatlon
of a shoplifting court in Chicago, Illinois, must be under-
taken. The-initial purpose will be to.determine those

~factors indigenous to the Chicago meétropolitan area,_be ; - o
they environmental or.sociological, that created a need ‘ \
for- a spec1al shopllftlng court¢ ' i S ’ . S

A detalled demographlc study w111 be required to assess
various -population trends, -including.overall size of the:
communlty, age and sex differentials, etc. All relevant.
crime statistics must be gathered, evaluated, and analyzed,
including number of arreots per one thousand oopulatlon,i
number of prosecutlons, number of convictions, and.ultimately -
gathering hard information as to whether the Chicago prOJect
has- indeed reduced the incidence. of ‘shoplifting and/or j
resulted 1n more conv1ctlons and sentences. - S

,A survey of retailers is recommended to obLaln their attl—
tudes toward such issues as . ‘

e 1ncreased/dec;eased,rates of prosecution;
‘e saving of time when they do-prosecute;
) *elevance and effectlveness of sentences,

] percelved 1ncrease/decrease in 1nventory
’ “shortages" attributed to shoplifting over,
say, flve years. : , )

~

It would also be necessary to 1nterv1ew judges,\prosecutors,
and -defense attorneys, to-obtain a broad sampllng of atti-~
tudes toward the court.. . \ g'“

Observatlons ‘should be made in the court 1tself ‘to obtaln a’

'~ sense of its conduct: In addltlon,'records should be studled

- of number of persons brought before the court, time: t111|

final disposition, nature of disposition (length of sente nce,‘
etc.) -and estlmatlon of costs of the runnlng of the court per:
100 offenses.‘ ‘ S - : Co »




ThlS data should be compared w1th“

1. that from a survey of retallezs in a "matched"
o : : communlty, which does not have the spec¢ial. court,-
L : using 1dent1cal questlons where relevant-

2. 'data from a study of behavior and records of
courts which" deal with shoplifters, 1n the matched
area,’ , ,

L -'-Q,' 3. data from the records oF ‘the Chlcago court(s) .
S © - . which dealt with shopllfters prlor to the’ creatlon
. of the spec1al court. : S

-Based upon the 1nformat10n so gathered there must be
o developed indicators of v1ab111ty with respect to the estab-
® *  lishment of these courts in other -jurisdictions;and basic
: procedural and/or loglstical aavantages and dlsadvantages
must be determined. »

. Some of-thebadvantageS’to be’explored would include:

@ .- ® Whether the existence of a special couft- would
o ' ‘ encourage merchants .to more actively. prosecute
shoplifting cases, rather than hold to the general
e belief that a bout: w1th the judicial process will
i = - resurf'ln ‘no criminal sanctlon for the perpetrator, o
o R and extensive amounts of wasted time on the part of
L . 7. ... the merchant. ' o

@ Whether a spe01al court would have the capablllty

. of 1dent1fy1ng recrdlv1sts and punlsh them accord-~ T
ingly." : . . ] -
o _ : : e Whether a court solely-devoted to one area. of pro-

secution would expedite such prosecutlon and free
backlogged calendars. . . A

{pe'?WheLher a separate court would have the capac1ty to
devise procedures that,would,reduce the amount of .

L2 '~ time that a witness or victim would actually spend
o o in court; or could facilitate .an early return- of
e , ‘merchandise held for evidence, e.g., the utiliza~-

tlon of photographs rather than tHe actual merchandlse,

e.nWhether the knowledge that such a spec1allzedlcourt
*, existed would be a deterrent to the would be - ¢hop-
’ llfter. :

v ' 'g

|

3



Some of the ‘disadvantages to be explored would include: )
e Whether creatlon of a -special shopllﬁtlng court
" in a partlcular locality would create enormous
pressure. from groups concerned with other crimes, .
to establish courts dealing with’ thelr specific
area - of crime 1nterest. ‘We might then be confronted .
“with a myriad of special courts, making the system
unreasonably fragmented
‘Whether a court, concerned only WLth the prosecution
oF shopllftlng cases,. mlght not create a form of
"combat.fatigue" on‘the part of the judges, prosecu-
tors .and staff. 'If 'such a possibility exists, rotation
of personnel should be considered, although measured
agalnst the ostensible loss of developed expertise
in the area. — .

o

® Whether the existence of a special, separate court
. would encourage a more formal atmosphere, leading
; - to the indiscriminate or excessive use of the plea
e bargalnlng ‘process.

@ Whether the costs would cause unwarranted f;scal
- dlfflcultles for mun1c1pallt1es.

Favorable flndlngs could then. 1ead to a carefully evaluated
demonstration project in several areas of the country,

66
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. Recommendatlon No. 12 Insurance Fraud Predlctors
As the need increases' to investigate arson more effectlvely : 8

and prosecute the Derpetrator, so too does the need increase’
to predlct and prevent an arson before it is commltted

Accordlngly, a project i=- nroposed whlch will explore the
feasibility of ‘gathering informatioén-and establishing an
educational .network with respect to insurance fraud by .
.arson. This. project will complement ‘and. develop informa- \\
tion for the demonstration project on arson (as ‘described
earlier). It will also work‘'in'.collaboration with the
statutory -revision project, seeking to prov1de information,

so that more reasonable,‘sophlstlcated and tlghtly -drawn

r [

. statutes may be wrltten.

i,

F This feaslblllty study'Would'actively'seek.thefcoopefafion ¥
‘of lending institutions, suppliers, banks, insurajce ‘companies
.and various other groups, agancies or organizations having -

any involvement with the insurance. fraud by arson.. Aﬁp;ime‘
source would be the existing Task Force on Arson in Wayne
County, Mlchlgan, and the contemplated Task Forces enumerated

- in the New Orleans Panel recommendations. We would seek to

develop patterns, lsolate constants, define variables, and S
seek to determine if information can be developed to actually -
,,,,, a,prospectlve arson. A4’
, C

Although the 1nformatlon sought should be given. on a voluntary |
-basis, imp-depth interviews with properly trained 1nte1v1ewers
will be essential if cruc1al information is to be ﬁ?bewved

23 f kR ¢ i "‘a
The very nature of the lnformatlon gathering process will,
at the outset, help to make more people aware of the: grow1ng
nature and the devastating effect of arson. o Ce

A
3

=

After information is received from the above—mentloned
sources, data analysis should result in checklists and
guidelines in order that a prospectlve arson fraud can be’

’ predlcted, prevented or properly prosecuted

3

Tbese checkllsts and guidelines would then.be dlssemlnated
to the orlglnal sources and others, for the purpose of
allow1ng these individual .groups br organizations to get
-all pleces of the puzzle at one t me . The dlssemlnaflon of

-

A |



ithe analysms of thn g thered data would be through educa~

tional seminars, in a partlcular locality, sponsored by the
very organizations involved in-the learning/teaching process.
A total picture, made(up of .the individual parts, would be
given to each group, ﬁaklng it easier for them to perceive,

" more readlly when thnlr particular area is being used for

a possible fraud. It;ls contemplated that when conditidns
exist that- conf@rm to{the checklist or guidelines, these’

- conditions will be reported to the proper authorltles for-

™

preventlon and/or pro?ecutlon.

_The fea31b111ty of datE gatherlna. prediction, and dissemin~.

ation of information f&om the. viewpoints of practlcability,.
statistical valldlty and legallty have to be studled in this
prOJect. X

B e SRS "u%
M %
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Recommendation No. 13: Improvement of Cooperative Efforts

Between Business and the Criminal

1

. - Justice System, and Between Busmness

and Other Business -

Criminal Justice and Business

a

‘One well-known syndrome of business people is their reluctange °
to either report or to prosecute criminal activity- dlrected 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 ]ustlce system,
and of busxness as it relates to that system. - .

The study should determine both the percelved versus actual roles
‘of crimimal justice ‘and business,"
concile any differences  in orxder that both the criminal justice
system and business deal. falrly,
with each other.

'Inltlally,;

and then determine how to re-

esponsibly and satisfactorily

AS)

o -

1n—depth interviews wou\d be conducted with a small

number of senior executives with responsibility for setting and

implementing policies. dealing with

‘liaison.

T —— vy

-}

ecurlty and criminal Justlce

We must attempt to- determ'ne-

whether the company reportslall crlmes to law

enforcement off1c1a1s,

if not, what crimes are reported;

are they not reported-

) whnt percentage of all known crmmes are reported

\

-

"if all crimes are not report d, for what reasons

&

i
|

how do these off1c1als view helr organlzatlon

°These Lnltlalln depthlntervxews will
seek to develop and evaluate any infc rmatlon as to the- ‘business -
perception of the  criminal justice s@stem) and how to 1mprove any

perceived 1mperfect10ns in the system

vv1s—a—v1s the criminal justice syatem.- ; 5

explore these questlons and

e g,
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For argume

Subsequently, a formal,/ structured telephone survey should

be conducted, rseeking similar information from similarly
situated 1nd1v1duals,' lthough in much greater numbers of .
people contacted _ : oo - 5
During- these periods, the exact same procedure will be
followed with- components of the criminal justice system to
determine their attitudes with respect to tnelr role and

the role of business.: / . R B .

s o,

| .

|

t+ sake, assumlng that each 51de will percelve
the other differently than they .perceive themselves, the
research shbuld seek to analyze the available information
and develop|lines of communication to reach a broad and

_1eg1f1mate understanding on the part of both criminal jus-

tice’and business: of their true roles and responSJbllltles
in -order to-maintain a con81stent, respon31ve, and properly
functlonlng system. - - :

Between Bu51nesses

S In addltlon to establlshlng information that might lead to

better underetandlng and - communlcatlon between the criminal
justlce system and business, a study should be “undertaken

‘to increase u derstandlng andﬂcooperatlon among bu51nesses.

LIE should 1de1t1fy qhe nature of the barriers that bu51ness
‘puts in the way of information exchange. It should determine

- what the attitudes of business people are, and what would
-entice them - -to reduce the barriers to the exchange of 1nforma~

tlon relatlng to crimes agalnst business. .

Each of these studlee should be broken down by type of
1ndustry and size of business establlshment, in. order to

'obtaln more uniform and collectible 1nformatlon.

M

.For example, retall establlshments of 51m11ar,512e andyquagity

would be contacted to determine what, if any, information is

‘given to other retailers, if an employee is caught: stcallng,

or if ‘a shopllfter is apprehended and prosecuted' or if a par-:

" ticular scam is being perpetrated w1th1n a partlcular 1ndustry

or area, - - . L » ‘
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law

‘o - After analy51s of thls.type of 1nformatlon, such analySLS
: - should be given to the research group on statutory revision
- in order that they might engender new statutory proposals
in the areas of dissemination of information among bu51ness,
® ‘ ~ taking. into consideration the constralnts htirels
o .. " concerning. the ~right to privacy.
o '
. ‘ M
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Recommendation No. 14: Identifying Management‘Techniques

i

.- Cognizant of the increase in employee theft, and the need
~to dev1se programs and models to reduce or eliminate such
act1v1ty, a research pro;ect is proposed to determine if..
certain management technlques and operational procedures
~have any appreciable effect in redu01ng or ellmlnatlng

" employee theft. . :

A proposed methodology has been outlined in.a joint
concept paper submitted to LEAA by the University of
Minnesota and the American Management Associations. A
small portion is herein excerpted to focus on some of the.
~variables that may be con51dered

® Bas1c attrlbutes and characterlstlcs of the
‘organizational setting and the individual worker
describe different contexts with different rates
of employee dev1ance. ‘Some of these characteristics -

are:
. Organizational = . Indi¥Vidual
Size ° o Age_
Structure . o Sex- }
- Production Technology Education
Work-~flow Process - Religion
° Nature of Tasks e Ethnicity -
Competitive Posture ;Work Hlstory
- Tenure/Age Dlstrlbutlon - Job Descrlptlon
of Employees- i Tenure
Unionization, Status ‘Ba51s of Employment

Worker Autonomy

’j.a‘ Organlzatlonal sett1ngs and 1nd1v1dual workers can

# o and attitudes,* respectlvely, which are also
eorrelated to, employee deviance. Some of these
tactors Lare:

S —
i

72

be more pointedly- examined as to their work operations.
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Organizational -

“Deviance Policies

Ethics of Superiors .
Social Legislation Record

- Minority/Women AFflrma—’

tive Action . B
Peer Group Pressure
Compensation'Structu;e
Supervisory Types
Supervisor/Worker Ratio-

‘Promotion Rates

Strike History

. Worker Tralnlng

Performance Expectatlons

Individual

© Job Satisfaction: = - -

Wages

- Work -
Supervision

Promotional Opportunltles
Fellow Workers = . .

Attitudes Toward:
Labor/Management Relatloﬁs

Unionization

 Collective Bargaining.

Grievance Processing

Attention to Worker Welfare

bBeyond'these explanatory variables, the opportunity to

indulge in deviance is 'a major conditional variable of
specific interest’ to this- pro;ect. Opportunity will

be measured w1th data on:.

o

Organlzatlonal

individual

- Work ‘Flow Monitoring
- Task Interdependence; -
' Absenteéeism Policies

Hours Worked Perx Week
Money- (Access - and
. Amounts)

.- Merchandise: (Access and .

Worth).

Equipment (Aecess and

Replacement Cost)

The tendency. to deviance may  be amplifiedﬂor'diminished

- Equipment - - .

Perceptlon of Job Formallzatlon
Soc1al Value of

Time o X -
Money ER R
Merchandise ’

s

by the quality of social controls which exist in the

‘ Ogganizatlonal

~ work setting. They w1ll be assessed with data Fo)a i

‘Ind1v1dua1

Formallzatlon of Tasks

Securlty DlVlSlon‘
Activity L

Internal Audit C#ntrols.

"Negative Sanction Rates

73

Peer Group Sanctions
- Perception of Sanctlons"'

Certainty .
Severity

t
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* The followxng recommendatlons ‘are extracted from a concept
. papetr submitted to the National Criminal Justlce Informatlon .
and Statxstlcs Servxce, May 25 1977.




Rastians SRV

. employe¢ theft of all kinds — including e

'Should receiveé what investment in counter- measures. Al
‘Secondly, we need to be able to measure’ trends, so that‘we

and deterrerice. These answers can all be summed up in the |
.phrase? "policy guidelines.” ' Just as accurate; statistics
'rsgardinq crimes against the person are neegled \to inform

I;Z/’i.e.; hdn-violent_as regards the person

\

Reoommendatlon No. 15: Natwon 1 bata Base

!
i
I

/o
/~

4/ Statement of the Probib

-

f all kinds,
ezzlement,
vandalism and sabotage — are gravely- inadeqgyjate. Every

nebs, by,whlch we mean shoplifting, frauds

tem. 1In many cases, it is by no means clear whether or not

Ig‘is:well/known that. available statistiCs-of'the incidence .
and economic impact.cof "non- -violent"%/ cri es against busi=- '

' 1nvest1gatlon, including our own, concluded -that the majorlty
‘ofLsuch crimes are not reporteo to the criminal justice sys-—

a c¢rime has been committed: all that is known is that inven- -

tory has been unaccountably lost or property de§troyed or
damaged. The nature and -economic consequences O
crimes against business is, therefore, largely 'unknown,

-despite many “"informed estimates." Howéver, there is good

reason to believe that the total cost is in the $30-$40 billion
range. Given that the economic impact is, indeed,\very targe,
1nvest1ng
v;cons1derable sums of money in a sophlstlca+ed effor¥ to com~yﬂb'

the gquestion-then remains as to whether it is worth\

pute more precmsely the extent of the problem

non-violent

There * seem to be several answers to thls questlon, \urstly,__ .

we need to know the magnltude and the effects, on busi nesses
and communities, of various types of crime with sufficient
precision to make sensible judgements as to which of t em

can: (a) change the allocation of resources to counterl g

different types of crime and (b) measure. the effectlvene s,‘;

at a macro level, of counter ~active measures.- Thlrdly,
need to know the relative incidence of varlous forms of

Canti-~ buslness’crlmlnal .behavior among the populatlon and. the:

characterlsttes of. persons who commit crimes against busi-

ness, ‘in order to make rational 1nferences about motivation\

3

3\

policy in .dealing with these crimes, so accurate statistics
on crimes ‘against business are needed to guide pllcy in
this area, too. ol . : '\'

k4

y

§
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It emerges from this statement of the problem that we need"
information about the crime, the victim and the offender,-
just as we do in_ studying any other form of criminal.
behavior. Thereln, however, lies a difficulty pecullar'tb
'non-violent crimes against business.’ While an organization -
could reasonably expect to obtain a good reading of, say,-

- inventory losses attributable to - criminal acts’ (as ﬂlstlnct
from legitimate dlscardlnghpf items because of wear, break-
age, etc.) it is by no means an easy task to identify how

" ‘the loss took place and often impossible to identify cul-

@

prits. Characteristics of convicted offenders (or of
persons who confess to a crime but are not prosecuted) and.
the modus operandi used by these known offenders are by no
means necessarlly typical of the offender population ;
(assuming different "populations”" for different crimes); .
apprehenSlons are toc few and’ 1nvestlgat1ve technlques
generally too poor for one to have any confldence 1n such
data. :

In the retall trade there lS ar partlcular dlfflculty, namely
the separation of losses due to employee theft from those
due.to shoplifting. - Separation of these is 1mportant —_—if
the statistics of loss attributable to eriminal acts are to. -
be 1hterpreted in ways that can - influence pollcy ‘ ’

Finally, it has to be recognized that certain types of non~
violent crimes against business may be, by their very nature,
beyond measurement from the actual or potentlal victims'
records, in the sense that one:can never know how much crime
has been successtully hidden. These are the crimes of °
decelt partlcularly embezz’ement or: commerc1al brlbery

-

For these reasons we conclude that

‘a.  we cannot rely so;elz upon ‘an organlaatlon s
records, "even if the data were obtained and’

) the records malqtalned in the best "state of

.tht art". manner, ‘and. therefore, .

b. ‘we have to create ‘and install new data capturlng»

- and recording- procedures in organlzatlons within
any proposed sample of reportlng organlzatlons,

-and; . : i
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,statlstlcs, in an on—going prdoess for measuring:

“Assumlng that’ at Lhe end. of the proposed work a valld

c, we have td interview individuals, using some
procedure for obtaining voluntary and non-
identifiable "confessions" of various non-

P

_violent criminal acts. ":
SN T ‘ o o

.Objectlves ' ' I

{
[

In consequence, this proposal ‘is for an essentlally explora-
tory study into a treachérous area of data collection,

analysis-and.interpretation, with the intent that the out~

come will be a procedure for obtaining acceptably valid

'a-fthe economic effects upon bu31ness of various
_‘types of non—v101ent crime dlrected agalnst the
‘mrganizations;-

.- @ ‘the economlc and soc1al consequences of such
: "5,cr1me,

'm_ the f:equency and naturegof»such.crimeS;

@ the proportions of the relevant population( )
who commit: certaln types of crime in certain
perlods of - tlme,

e.'the demographlm (and perhaps other characterlstlcs)

of offenders compared w1th those of the relevant
.populatlon(s) ; ;5\\<'

methodology has been found for obtaining the required data,

the ultimate goal would be %o 1nsg1tut10nal:ze the procedures -
in an: on-going program. The intéention is to be in a position.

to launch such a. program in about two and a ha11~years from
the start of the’ study : . s

— . ]

. 'Methodology | — -

v

Onganlzatlonal btatlstlcs

The proposed methodology is based upon the concept of sample
panels, reportlng over a period of two to threé years. This,
approach is already, K used if the Commércial Victimization

. Studies {carried out by .the: Bureau of the Census for the
\Nationaijyr;mlnal‘Justlce 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 small 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 propocse

» 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 vet to be determined sample size —
perhaps one thousand organizations spread over, say, three
coemmunities of differing socio-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 organizational
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 investigators 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
losseg. 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 losses
occurred (delivery, stock room, merchandising shelves or
“display, etc.), there is no satisfactory means of ensurlng
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, spec1allsts in these areas would be
involved at the outset in order to develop a practicable
method for non-specialists to recognize inadequacies 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
ot 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 jnvestigators would, we
propose, 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, 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
;;ttle one can do about this effect of the observer modifying
wuat is observed, except to make changes unobtrusively. The
decision has to be made whether 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 wvalid 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) whés 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 demographlc profile ofiﬂuaperpetrator
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 in various time

intervals and. that they knew about (see "Instruments" 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, to avoid the possibilities 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 research
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 probability 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 matcring 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)

V’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.
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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, 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 stimulating 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 Institute would: .

e Initiate research proijects 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.

e Conduct literature searches to create a
"state of the art" awareness of other
researches and practices relating to economlc
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.

83



.

T T

,”\‘

¥l

-5_,'...,..,,‘«-.4,-?., C e .I‘...,m Ta

<tk o

® Disseminate recommendations, programs, and statis-
tical data to organizations at state, county and
mupicipal 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

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

e development of "kits" or packages of information
that gan be used by local groups. BAll of these
. products should be modular and flexible to permit
use by different kinds of organizational structure;

® a dpcumentary 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 would consist of a Director and a professional
staff with skills in management, communication, training and
social science research.

The proposed Institute on Economic 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.



As the Institute matures, much of its research could be
financed by those businesses that are directly 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

. 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, be at state, county and municipal levels,
although it would incorporate national organizations as
well. It would include organizations represeiitative 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's.

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. C., preferably officially
sponsored by the Federal Government (in the .
form of a White House Conference) but certainly.
with government backing 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 economic crime;

® to demonstrate the urgency of developing a
and disseminating programs that address
the problem of economic crime;

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

e 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 on~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 dissemination 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 (JC's, 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 : e

Law Enforcement Assistancée Administration

National Conference of State Criminal
Justice Planning Administrators

State Planning Agencies

Criminal Justice Coordinating Commlttee

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

National Council on Crime and Delinguency
National Association of District Attorneys
International Association of Chiefs of Police
National Legal Aid and Defenders Association

N
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We envision that the Forum would require about a five-month
planning effort, divided into six stages: ;
e 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 I'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 c¢reation (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 voluntarlly
dissolve.

Soon afterwards, the information network would be finalized
and brought "on~stream" by beginning a series of local and
regional conferences, bringing 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
responsibilities of the Institute, possibly with the aid of
sub~contractors and funded, in part at least, by Federal
sources.
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e B 7  Deputy Assistant Adninistrator
R A , Office of Regfonal Operations

 Director
‘ L Program Evaluation and Monitoring Staff
e - 0ffice of Regional Operatfons
| " LEAA GRANT APPLICATION: §0405-99-DF-76 |
TITLE OF PROJECT: ,Crfmes Against Business. A National Action Plan
,“ '  ,7 | ‘ GRANTEE: American Management kssoctations (AMA)
3 GRANT-PERIOD: Auqust 1, 1976 to July 31, 1977
B LEAA SUPPORT:  $300,000
° S TOTAL PROJECT AMOUNT:  $333,659

I. Projgct Infbrmatioq

A. Purpose Statement

* e The principal purpose of this orant is to develop a strateay
: o : to counter crimes acainst business, to develop apnropriate
o ’ attention to these crimes, and to enqender the cooperation
- betwieen law enforcerent and business that {s required to
accomplish these ends. These are the crimes for which there
S - 1s 1{ttle data, a2 lack of law enforcement attention anc
-* S - experfence, and in which, for the rost part, disposition and
, T o offender treatment are handled by the individual businesses
-alone. The crimes {nclude arson, bad check fraud, credit
card fraud, embezzlement, shopiiftinn ern]oyee thcft,
insurance fraud cﬁmputer fraud, etc. Althounh non-violent
L : and often undetected these crines are not victimless; even
e L more tbaﬁ\the particu1ar business taraet, the true and
e e ' u1t1na€e victim is the eitizen who pays the cost of these
crimes *bruuqh fncreased prices and reduced services.
Compenert developments n this project w111 {nclude the
following: o

,_‘ ol ‘ 1. Recow‘ended démonstration actlon:-proarams, each to irplement
: s ~ strategqies throuoh which the busfness cormunity anc criminal
- Justice system can cooperatively address particular crires
i and dimensfons of the overall probTew




2. A recowmended prcgram of communication betwpen business,
1aw enforcerent, and the general public throuch which the
importance of reducinn these crimes s recoqnized as 2 major
hitherto unaddressed cost to the public '

-3, Recormended operational requ!rements for a data collection . -
- and statistical system that wi1l provide the basis for 3 S
measurement and analysis of these crives fn the fﬁture.

. &, Recormended research prodrams for a greater. undarefandinq
of the nature of particular crimes and criminals.

5. Reconmended strategies through wh?ch the momentum and visi-
bility achfeved by the initial grant-supported cooperative.
-~ efforts of business and Taw enforcenent can be maintained-,~ S

Aithough this initial project is a program planning and i'nv ,‘n”‘
generatfonal effort, 1t {s envisfoned that the program that |

"~ will be developed w111 fnclude instruction and essistance to

businessmen on prevention of specific crimes, on how to

- behave and notify law enforcement when they occur, to law
enforcement on how to fnvestigate and prosecute. The prirary
products of the initizl grant will include demonstration action
prooram desians, training requirements for prosecutors, police,
and busfnessmen, a public {nformation program to convince the
citizen that it is he rather than the businessman who s the
real victim, and requirements for statistical systems and : _
research to {mprove the understandirq of the crimes and counter» ' w5
messure strategies ; L o

The grant will produce a serfes of reports ermhodying the above
through means of staff development and the expleitation of
selected panels of representative Ieaders of business and
~criminal justice.

Methodoloqz

A small staff will be estainshed A srall steering cormmittee
composed of representatives of the business‘seanents and law .
- enforcement that ave principally invoived will advise the staff .
throughout the planning and desion. Later, a Program Operations
Group will be organized inte 10 to 12 panels to deal with specific
subject areas. Each panel will be provided staff papers definfne
“issues and presenting the available facts relating to the subject
area of panel concern. Panel activity will be structured and will
have specific objectives to provide reconmendations and desions for
action. “Finally, criteria for selection of deronstration cormu- -
nities to carry out particular action p?ans w111 be desianed -
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_The products will be a serfes of reports on the specific sub1e¢ts
‘with action racommendations. In additfon, reports will be made

of findings that vesult from staff resparch

Summary of State-o?~the~ﬂrt in ongram Avea Prapused in
gg11catfon ,

1.

Responsibility.

There {s less known about the subject crimes against
business than about any other crires. So few are handled
by the agencies of criminal justice, the extent to which
they appear as parts of regular crime veporting systems,
{f they appear at all, is so small compared to the actual

- magnitude, as to be unusabie. Few prosecutors and fewer

poiice have had an opportunity to develop any experience
with, enforeing the laws relating to these crires, therefore

‘data on crimﬂna1 justice response is skimpy.

In July, 1975, the Hational Retail Merchants As50c1ation (rma)
representing department stores with 41 merber companies reported
an inventory value loss for the year to crimes of over 32 bil1lion.

~In a survey ¢ NRMA the responding companies reported apprehend-

{ng 96,963 persons for shoplifting. Few of the losses were due
to burglary and robbery. The rel{iability of this estimate 1s
questionable due to the undisciplined collection of datz: however,
i€ close, it indicates an even greater cost to the pub11c, for
NRMA represents only a seqrment of the department stores and

thereby only a fraction of the retail {ndustry,

The prevalent books on the subject aenerally have been
written by successful (and otherwise) {nvesticators that

provide only anecdotal information on types of crire and

approaches used by investigators. Additional inforration

may be found in security textbooks, but these too have 1ittle
data and are not given great credence by the Teaders of
industrial security.

The Amer{can Socfety for Industrial Sécurity {rs18) 1s

the Teading professional association of security managers,
mainly those who are pevsonally erpioyed by corporations and -
institutions of all types. In a recent survey of {ts merbers

- the question was asked, “Yhat problem do you consider to be the

most important one that you will have to face in the next five
years?" - Thirty-four percent responded that emplovee dis-
honesty would be most {mportant, far more than any other
ginnle {tem. There §s much knowledge in the ranks of the
private security professionals, but 1fttle of this is

quantified, organfzed and publ{shed, pr effectively
‘comnunicated to other security proféssionais. Even rore



fmportant, the anencies of criminal justice have 1{ttle

contact with the problem, The Department of Cormarce
estirates that over $24 bi1lion & year is currently beinq
Tost to crimes against business. 0Other announcerients raised
the figure to $40 bi1lion. Hefther nurber has much basis,

" but the fact that such estimates are given hioh credibility

 to monitor the participation in fencine by dishonest competitors, '¥‘,L‘

indicates the {mpression that pravai?g amanu those who are
closest to the problem,

In general, ther@ is 11ttTa orqan1zed and quantified

knowledge. A major objective of this project s to point
the way to cbtaining such know%adqe.

Activities of LEA and Others in Work of this Matare

In 1970 a $10,000 grant was awarded to tﬁe Un{versity of
Utsh to investigate certain characteristies of shoplifting
(70-NI~99—6514) The report is of ninor value to this project.

In the area o? eriminal distribution {fencina) a new manual

on corbatting fencing has been developed and a number of 0RO
organized crime discretionary proarams have accorplished
excellent results in developing specialized capability for
Taw enforcerent {nvestication and prosecution: however, even:
rmore can he done {n the area of encouraaing honest busfinessmen

or of manufacturers and wholesalers to monitor the diversion
of their products to {11icit marketino channels. In 1974,
HILECI funded a study of fencina, which though concentratina

on offender practices, 1nvest1qat10n, and prosecution, fncluded ,,f~v ‘

the intention to study the relatfon of fencina to honest
businessmen The report has just been rece?ved

There has been no other work by LUAA, unless thrOuah unknown

~ block grant sub-qgrants, in addressine the partfcular crimes

that are the subject of this application.

‘Some non-Governrental agencles have been active in the area
~of thege erimes against business. Yhese activities are

almost entirely 1inited to the security branches of industry,‘
assocfatfons, Such assocfations as the Mational Security
Industries Associatfon (HSIA), the National Retail Merchants

Association {MRMA), the American pankers Association (AnAY,
and others have devoted annual meetings to discuss technical,

Tegal, and other davelopments in their areas of concern and

compare experiences. The major specialized security assoc1a~.;‘: I

'» t1on covering al? typos of institutions and industries,



the American Society for Industrial Security {ASIS). ASIS
conducts spacialized seminars, and develops Instructional
materfals for its various 1ndustria1 fnstitutional divisions,

~ Recently NCCD becare interested tn erployee theft which it
calls "workpiace crime” and sponsorad a short conference on
- the subject. This effort appears to be relatively weak and

shallow,

" Theve are tbree perfodicals published that occasionally

have articles pertinent to crires against husiness; Security
Management (ASIS), The Hielson RGDO?t (credit card fraud),
and Security World,

It is expected that the grantee will utilize the results

of the HILECJ research mentioned above, and will conduct

a thorough Titeraturc search of all writings in the field.
In addition, AMA's own experience {n studies of computer
fraud wi1l be of value. Finally, a1l major industries will
be requested to provide representatfve Teaders for the
spacialized channels.

D. Relationship with Related Programs in Other Interested Law
Enforcement and Criminal Justice Agencies.

1.

Responsibility.

Discussions have been held with the Department of Comerce,
the Small Dusiness Administration, and with the Criminal
Division of the Departrent of Justice. Althoush each of

these three agencies have sore effort in this area, the

aimost corplete lack of funds severely Timit these efforts.
Each agency 13 loockina forward eagerly to cooperate with

LEAR in this prooram. Thrauch a special condition, the .
grantee 1s required to invite selected Federal acencies to
participate 1n the appropriate panels that will be established.
It {s my intention to assure that at least one representative
of each of the three receives an {nvitation. In addition, 4
copfes of progress reports will be forwarded to the agencies
whenever appropriate,

. Related Activities of Nther LEAA 0ff{ces and Proarars.

a. Oreanized Cv*me Program (CRO - Enforcement Divisfon)

This proqran deals with & numbpr of crires against
business, Including econoriec crimes acainst business,



Therefore, cargn ‘theft, scam operations, and bankruptey
fraud and eriminal distributfon {fencing) will be considered
only to the extent that they do not {nvolve major crimes '

. &nd organized crime activities. Cargo theft and scan will

not be considered at al1. HNevertheless, ft is5 planned

that communications and relationships be close between

the two programs because of their siight overlap and

gge hgges that methodologins developed in one will assist
e other, : ‘

b. Economic Crime Project of Hatjonal Distirict Attorneys

.

Resociation [ORG - Adjudication Division)

This project concentrates heavily on consurer fraud of
various types. As such., 1t fs often concerned with
criminality by unscrupulous businesswen against their
‘customers, therefore 1t provides a balance for the LFAA
proaram in that LEAA will now be aiving attention to crires
aqainst consurmers as well as to crimes against business.

Prosecutors are expected to play an {mportant wle in
countering crimes aqainst business. Hithout doubt, a
product of the anticipated arant effort will be a training
program for prosecutors te deal with crimes against busfiness.
This will reguire the active participation of selected
skilled prosecutors. Cxperience aained 4n the criminal
consurer fraud program will be valuable here. The grant
application indicates that an outstanding prosecutor .
(Harry Connfck of Hew Orleans) will serve on the steerinc
committee and that a representative nurber will be fncluded
on the various panels,

NCJIISS Statistical Plannina.

Tt is intendad that HCJISS will be kept completely informed
of progress on the project, and that representatives of the
statistics service will be consulted during consideration

~ of future data reguirements.

d. RILECJ Research and Deveiopment.‘

it s hoped thatiin‘addition to the project (mentioned

 previously) on criminal distribution (fencing) that the

Institute will participate through a designated researcher .
that will be involved with the planning process envisioned
by this qrant. , ; , ; . i



3.

Persons Outside of LEAA Hith Whor This Proiect Has Been

D'iscussed

a. Joseph Rosatti, Corporate Director of Security - IBH
Corporation.

Mr. Rosett! approached the Adminfstrator and the Grant
Manager with a request that LEAA engage {n a program of
this type. Wthen this proposal was described, he indicated
that §t was very close to what he had in mind The
applicant has fncluded Mr. Rosett{ as a member of the
projected Steering Committee.

b. Arthur Bilek, Vice ?residentz_Pinkerton‘s. Inc.

In early 1975, Mr. Bilek approached the Administrator with
.the request that the Private Secur{ty Advisory Council be
allowed to extend its concern to the general area of crimes
asainst business. then informed of this proposal, he
responded enthusiastically and was also asked by A to
serve on the Steering Commitiee.

c. MNorris Lynch, Director, Departrent of Conmerce.

Mr. Lynch has specfal responsibility for crires against
business at the Department of Cormerce and manaces the
activities of the Interdepartmental Cormittee to Assess

the Impact of Crimes Against Business. The Grant Manager

is LFAA representative to this Cormittee. Commevce considers
the proposed project as an important initfative to assist
their public 1n a critical problem area.

d. Alldce K. Cullen, Small Business Adinistration.

SCA {s anxfous to participate and Yearn from this project
how to irprove their own advisory services in the crime
prevention area,

e. U. S, Chamber of Cormerce,

The Charber has been deeply involved in the developrent
of this project. It has been discussed by their Board

of Directors who support the need and the project
enthusfastically. President Lesher s taking direct
nersonal interest in the project, Officers of the Charber
with whom I have been in contact since this prooran was

" planned, indicate that their nembership consider this to
be one of the mnst fmportant Taw enforcerent fnnovations
and one that 1s a great need for .them and for the public.
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f. Hationa1 Retail Merchants Association,

General Manager Gordon W{lliams of HRMA requested a meetinq
fn early 1975 with the Adninistrator to ask that LEAA ~
establish a program to countér these crimes against business,
Subsequently, at the Administrator's divection, the Deputy
Administrator met with a delegation of top rank representa-
tives of the following vetail industries: Hatfonal Retail
Merchants Association, Hational Association of Chaln
Grocery Stoves, Mass Reta111ng Institute, Hational Agsocia-
tion of Drug Stores. The Deputy Administrator promised a
program as a result of that meeting. This grant will be

the Inftiation and fulf{iiment of that promise. Mr. Willdars
has been asked to serve as a merher of the Steering Committee.

g. The 1ist of citizens, prosecutors, police, and business
Jeaders that enthusfastically support the inftiation of
this project can be as Tong as the number that are made
sware of its possibiiity. At the same tima, 1t should
be recoanized that unless fhe message s prirmary and
clear that the ultimate ohjectfve {s to reduce the cost
of crimes of this type to the citizen and to demonstrate
a thorough attack on crime, misunderstandings can arise.
A quick and shallow appraisal may result in the criticism
that LEAA 1s trying to help the businessman.  Tha arant
applicant s particularly cautious of this possibiiity
and will emphasize the public value and interest.

h. Edward Davis, Chief, LAPD, and Incnmirﬂ President of 1ACE,

Chief Davis was approached by the applicant to be & merber
of the Steering Comnittee. He responded that although
unable to accept this position on a LEMA grant, he p;rsonal]y
considers the project a very {mportant 1nnovation and
encourages development.

Management-By-Objectives (M20). 1. 21'

The Crires Against Susiness Program is a sub—proqran of Crime \R
Preventfon, It is listed in the DF Guideline ¥ 2500.1 under
Chapter 11, although the description was not given. This was \?
because there was to be only one national grant and the exact
description and nature was not corpletely known at that tire,

For FY 1977 the proaram {s corpletely described under MB2 1.21%, -
Sfnce this 1s the only project under this M30 sub-program, the
description previously afven of the project adequate1y ﬂﬁscr1bes
the MUO sub~proqram ‘



F.

G.

Utilization of Results,

It 48 expected that as & long terr result of this proavram being
in{tiated with this project, the business and Taw enforcement
cormunities will have developed suftable skills and strategies,
business to prevent and detect these crimes and Taw enforcement
to investiqate, prosecute, and advise business, and that both
will cooperate through institutfonalized communication channels
toward the general reduction of these crimes aqafnst business.
The 1nitial project carried out by this grant will develop the
plan and {nitial strategies.. The prograr will reguive equal
efforts by law enforcement and by the business community. In
the future, attention should be given throunh correctional
program {nnovation to dealing with the peculfarities of the
types of crinfnals {nvolved,

Honitor4n3.

Grantze proaress reports and studfes will be closely ranitored
to assure that project goals are befng addressed. The grant
monitor will attend and observe sowe of the planning sessions,
particularly those of the Steering Cosm{ttee and the Genera]
Session of a?l panels

Principal Grantee personnel w11 come to Yashinaoton as reqﬁfred,
to report and discuss the status of the praject.

Financial status will he monitored thfough ronthly repart revieous.
Evaluation, |
Although evaluation will he minimal for this first arant, since
the products will be reports and plans for future actior programs,

a serfous evaluation planning effort will be conducted by a sub-
contractor to the Grantees, This will include the following:

1. Obsecrvation of the progran p?ann*nv process engaged in hy

the Grantee.

2. Analysis of prograr objestives to assure that they are
reasurable.

3. . Identification of available statistical data concerning

the subject crires that will be usefu? Tater in comaarat1Vﬂ
, :anaiyses.
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Forrulation of a detailed proqram evaluation plan to analyze
impact, cause-effect relationships and projected institution-
alization costs that is corpatible with the program plan
developed by this grant. . '

11. Grant Applicant Information.

A. Criter{a for Choice of Applicant,

1.

Credibility with Business Community.

The Amer{can Management Assoclatiens has a preeminent reputa-
tion with American business for practical business management
know-how. Its over 53,000 members are from every type of
medfun to large firm in every industry. The AYA Presidents
Association has a membership of more than 11,000 chief
executfves.

Strong Recorwendation by Other Business Assoclations.

The U. S. Chamber of Cormerce has taken particular and active
interest in the developrent of this project and, since they :
decided to continue the policy of not accepting any government
grants, contacted AVA and urged their appification for the grant,
The Hational Retail Merchants Association, also an early
advocate of the program to LEAA, supports the selection of '
AHMA, as does the American Soclety for Industrial Security.

Capabilities of the Applicant.

Founded in 1923 as a non-profit methership corporation, AMA
has specialized in research, conferences, training and publica-
tions in every area of business and institutional management.

Q

Past Activity in Crimes Aguinst Bu$1ness Area.

In the specific area of crimes acainst business, AMA has
sponsored a number of spacial conferences and included the
topic on the agenda of others. AMA published four books on
crimes against business. S ‘ '

i
4

Past York with Government.

In recent years AMA expanded fts training and reseafch
gctivities to fnclude effective management of covernrent

ﬁ

<



operatfons at Tocal, state, and Federal levels. This
program s growing,

6. HNo Corparable Cholce.

AHMA 1s the only organization with {frmediate acceptability

" to the business corrunity that specializes in program develop-

ment and managerent training for business., ¥{thout business
recognition and credibility., much time would be lost in
developing 1t, with the possfbility of failure. Detactfon

of crimes against business and policy development are manace-

ment tasks, the area of AMA specialization.
7. Desire to do the lork.

This grant represents a small portion of the A'A proavam.
Hevertheless, AMA {is matching the LFAA portion in cash,
Timiting their overhead to well below their audited level,
and assuminc a nurber of charges that would normally be
direct. The AMA Corptroller, Mr. Rand, persanally handled

the financial negotiations. They 1nd1cate that were LFAA not
interested, they would attempt the effort alone, but feel that

LEAA sponsoﬁ%hip is essential to assure the comitrent of law
enforcement.

Annlicant's Inteqrity.

The NA {s a Terge, well-known reputable associatfon, as noted

above. It has over 750 employees. Althouch AMA has not worked
for LEAR previously, 1ts work for business and already several

Government agencies demonstrate the hichest level of intearity

and fine reputation. .

I11. Financial Informution.

® | A,

Continuation Requirements.

It 15 1ikely that application will be rrade for second and third
year qrants to complete the planning and to provide expert
assistance to the initial deronstration projects. “o comit-
ment has been made and AMA {s {nformed that LCAA would Timit .
its continuation of the oroject (not other parts of the prooran
as a whole). to one or at Fost two years, These should be at
Tower funding levels, sfnce the rajor planninn effort will have
been corpleted,
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PLANNING PROCESS

The following steps were taken to achieve the objéctives of

- “the grant. It will be seen that the procedure was to start
- with a broad 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-

$tep Cne was to establish an advisory Council, representative
~of all concerned 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
present date. (Membership of the Council is listed in Appendix
3.) o

Steps Two and Three 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 f

executives, law enforcement officers, prosecutors, judges,
private security directoxs and other specialists in the

field (including one ex-offender, 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,
disgussions, 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

¢riminal justice and business communities, and techniques

of prevention and deterrence was overlooked. As a conseguence
we emerged with some intereésting hypotheses which could be
put into "model" formulations for purposes of demon tration

~and research projects.

A\

. The literature survey consisted cof reading all the standard

texts on economic crime, sampling extensively from the
11teratu:e 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»crim{nalractivity
from each of the states). The data from the 1n~depth

; interviews and the literature search. .was then combined so

that we could perform Step Four.

Step Four—~draw1ng upon Steps Two and Thiee ~-was to make our
first approximation of the dollar cost tn,bu51ness 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 whlch.suggested
categorization of strategies as "Defensive," "Deterrent,"

or "Demotivating," and the vehicles for carrying out these
strategies as "the Private Security System," "The Criminal
Justice System," "the Business System," and the "Educational/
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 prdolems of
purchasing, production, inventory control, marketing and

fiscal control, was seen as an inhibitor of good defensive
and demotivating strategles. The former is the concern of
both the private security system and the business system that
employes it, with the latter the concern of the business system

Altself.

4

The conceptual approaches were, gubmltted 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
programmatic form, or modify and then expand, according to
their evaluation'of the conceptual approach ) ' .

Step Elght was the selection of persons for each of the
Workshop Panels. Once it was known what crlmes/lndustrles/
strategies were to be considered, it was not difficult to-

design criteria for selection, The lists from which such



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

4search

It was‘decided that it would not be possible to hold one
very 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
demotivating strategies, and the other relating to research
and communication/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 selected

as especially knowledgeable and/or concerned about the topic
in question. Each group had a concept paper to work with,
and an appropriate staff person as a resource and each was
chaired by a member of the Council. = A review and critique
session, bringing all participants together concluded each
meetlng, 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 14-15).

The output of these Workshop Panels (a list of participants and

& 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 to which this forms
an appendix. The participants gave their time without -

- recompense, only their travel and per diem expenses being

reimbursed. The contrlbutlon of theae individuals cannot be
over—emphas1zed

To complete the ?1annlng process there remains an exploration,
by mail survey, of the willingness of business to cooperate
in 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. o : ‘ S :
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CRIMES AGAINST BUSINESS COUNCIL

Dr. Ethel Allen

Councilwoman-at-Large

City Hall, Room 582 B

‘Philadelphia, Pennsylvania 19107
(214) MU 6 1776 ,

Mr. Thomas Allwein
Corporate Security Director
Central Soya

Fort Wayne, Indiana 46802
(219) 422 8541

Mr. Arthur J. :-Bilek

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.AChesshier

Manager of Industrial Security
General Dynamics Corporation
Fort Worth Diwvision

P.0O. Box 748" o

Fort Worth, Texas 86101

- (817) 732 4811

Mr. Richard Cole

President . v
Loss Prevention Diagnostics
P.0O. 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 70119
(504) 822 2414

Mr. Paul Douglas

State Attorney General

2115 state Capitol Building
Lincoln, Nebraska 68509

(402) 471 2682

Mr. Richard Guiltinan
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 of Commerce of the
United States

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.M;Inérney'
11509 Arbor Drive E

Anchorage, Kentucky 402?3 

(502) 245 3394

Mr.‘Kev1n Murphy

President _—

Continental Tra11Ways\
1500 Jackson Street .
Suite 403

~Dallas, Texas 75201
. (214) 655 7946
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Mr. Archibald R. Murfay
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 Amerlca
1600 Arch Street

. uPhlladelphla, Pennsylvania 19101
(215) 241 4382 : ;

, N
‘Mr. Joseph Rosetti

Director of Security

IBM Corporation

0ld Orchard Road
Armonk, New York - 10504
{914)-765 4884

Mr} Wilbur RYkert
Executive Director

- National Crime Prevention Association

National Press Building, Room 985
529 14th Street, N.W.
Washington, D.C. 20045

(202) 393 3170

Naomi O. Selmgman, Esq.

McCaffrey, Seligman and Von Slmson ; s

251 E 61 Street

‘New York, New York 10021

Mr. Warren H. Simmons, Jr.
Senior Vice President

Personnel and Industrial Relatlons-
R.H. Macy & Co., Inc.

“Herald Sguare ; :
New York, New York 10001
- (212) OX 5 4400 |

Mr. Gordon Williams
Vice Pre51dent

' National Retall Merchants A38001at10n14~

100 w-31 Street
New York, New York — 10001

(212) 244 8780
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IN~DEPTH INTERVIEWS

The following is a lisﬁ of individuals with whom the staff
‘of the Crimes Against Business Project conducted in-depth
interviews between the months of February and April, 1977.

Mr. Toney Anaya
Attorney General of New Mexico

- Santa Fe, New Mexico 87501

- Ms. Shirley Barefield
~State Planning Offlce of
New Mexico

-Suite 403

Santa Fe, New Mexico 87503

" Mr. Hollis Bauers

American Bankers Association
1120 Connecticut Avenue, N.W.
Washington, D. C. 20036

Mr. Robert Beauvais

Deputy Director

Department of Corrections
State of New Mexico

Post Office Box 2325

202 Galisteo Street

Santa Pe, New Mexico 87501

Mr. Guy Berado

Special Agent

Federal Bureau of Investlgatlon
201 E. 69th Street

New York, New York 10021

G

Mr. Jim Bridges

Security Consultant
Federated Department Stores
222 W. Seventh

- C1n01natt1, Ohio 49202

Hon. Andrew Bucaro
Judge

‘Municipal Court '

~ 727 South Broad ,
'New Orleans,. La. 70119

Sgt. C. F. Buckland

Los Angeles Police Dept.
Robbery-Homicide Division
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. 0. 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
Project Director

Standards and Goals Progect

- Illinois Association of

Chiefs of Police
Room 207

841 Spruce Street
Winnetka, I1l. 60093



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 Operatlons
Los Angeles Police Department
150 N. Los Angeles Street

Los Angeles, Ca. 90012

Mr. Robert Gold

Executive Director:-

New Mexico Retail Assoc1atlon
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.

Albugquerque, New Mexico 87102

Mr. Vernon Hoy

Director ‘

Arizona Department of Public
Safety
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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 with a variety of specialists in e
economic crime across the country.

There is 1littls or no hard data on losses to
business due to non-violent crime, either at the
macro or micro levels. Even the relevant 1mportance
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, , ST
although this is variable from area to area and is , &
unquestlonably subjective. The issue of bookkeeping ‘
error also arises, and here again, little if anything

is firm, but some part of unaccounted for retail

inventory shrinkage is unguestionably attributable

to this cause. »

Poor record keeping and stock/fiscal controls systemsw
are an invitation to employee theft, from pilferage
to embezzlement to commercidal bribery.

Business people should tighten their security

systems, which are perceived as typically lax in o o
the case of the smaller organizations. e o \\t%//)

Good relationships between employer and employee
contribute significantly to the control of employee
theft of all kinds. :

Only a small proportion of crimes agalnst bu51ness
are reported to the criminal justice system, even

of those known to the business. This is less true :
of shoplifting but.especially true of all forms of
employee theft and commercial bribery.. « ‘
A'majOr reason why business does not report Qrime

is that the judicial system is seen as inefficient

and excessively lenient. Major steps have to be B
taken to improve both the reality ‘and the image - : IR

" of the judicial system (a2 separate shoplifting court

was seen by one respondent as a useful solution, 3
although this is only one small step in deallng w;th_:
a large and’ complex prob blem.):

4~4
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The criminal justice system responds to public
pressure and currently the public concern is with
yiolent crlmes. Business must communicate to ’

‘the public and the criminal justice system that

the non~violent crime is of major sigificance to
the economy.

Publlc pressure aside, the criminal justice system
does fiot want--and cannot allow itself--to be
saturated with the mass of shoplifting and pilferage
offenses. This has to be the role of private

;securlty, working closely with the public criminal

Justlce system, not independently of it.

, Because of the 1mportance of their role, there must

be higher standards for security guards. Contract
guards in particular are very frequently ill trained
and psychologlcally unfit for thelr role. Many

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 v1olat10ns.

/l.

Insurance companies require very little in the way
of security as prerequlsltes for policies. The
cost of a claim is passed back t¢ the consumer

and the insurance companies recoup the payment of

a large claim within three years via increased
premiums . N

There needs to be an education/communication pro-
gram between business and the criminal justice
system, particulerly 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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e Organized crime is heavily involved in white
collar crime. (Although not within ‘the purview i
of this grant, any on-going anti~economic crime
entity will need to recognize and deal with the
impact on organized crime respectingdusiness.)

A\Y

& 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 is
"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 raﬁpondent
mentioned the role of insurance companies. in eficouraging
business to be lax in its security by not being sufficiently
strict in insisting on good security systems and checking
to see that they do, in fact, exist. Another gave favorable
mentions to the Boston high school program (elective) that
featured a "mock trial" and generally educated juveniles
in the consequences of criminal bghavior and believed that
schools could and should play a part in reducing juvenile
shoplifting.

The overall sense of these interviews was that: (a) much of
the problem lay with business management, which by using
improved business systems, better security and better .
relationships with their employees, could greatly reduce m
both opportunities and motivation to commit crimes against %
business; while on the other hand, (b) the courts were back-
logged, sentences varied in an apparently idiosyncratic manner
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, standardized sentencing guldellnes and -

improved communications between business and criminal justice
communities were suggested as p0551bLe answers to the lépfét

- 4-6
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DEMONSTRATION PROJECTS

Introduction

It is evident that one cannot combat - crimes against bu51ness
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——"hardenlng the target"--is the .
proper task of private security; it«is unrealistic to expect
the police to do much in this area; except, perhaps, by
assisting in the tralnlng of small business to defend them—
selves. Deterrence is everyone's task, and it is clearly
not being accomplished. Part of the problem lies with the
prosecutorial and judicial components of the criminal .
justice system and some proposals in this area will follow.
Demotivation refers to reducing the motiwvations to commit
the crimes; some of these motivations are rooted in social

- and socio-economic circumstances which go beyond the scope

of this project, crucial though they undoubtedly are; others
relate to the spread of "counter culture" attitudes “which
can be influenced among the school age population; and
others (perhaps also related to counter culture attitudes)
spring from dissatisfaction with one's’ employment because
of real or imagined 1nequ1tles in pay or promotional
prospect, working conditions, etc: these can be addressed
but ‘probably not undexr LEAA funding. : o
Our demonstration program recommendations, at the conceptual
level upon which this paper is written, are summarized
by type of crime, industry and strategy.

Before turning to this, it is'necessary to address the issue
of crlterla for selection of crimes. for demonstration
purposes and the data to whlch the criteria can be applied.

Figure 1 shows the criteria used, which are essentially =

economic impact, recognition of 1mportance by business,

feasibility of havrng an 1mpact which can be. measured

The loss staﬁlstlcs used are the "best estlmates
quoted in the "Statistics Paper Part. I", which enables

us to rank order overall economic impact. Flgure 2 shows
the selected target crlmes by 1ndustry. :

R,

We. have ellmlnated, as crlmes for demonstratzon purposes,

arson® {(because this is a toplc that needs research before
any recommendations could be made, SO 1nadequate are
the data) and burglary (because pollce forces already do"

* _ Other than arson for insurance fraud. .

5-1
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Figure 1

CRITERIA FOR SELECTION OF TARGET CRIMES

DEMONSTRATION

“Economlc Impact of the Crime
‘on Society

Recognlzed ngh Prlorlty by
Business

' High Probability of Measurable

. Achievement

i

~Generalizability to Small as,
Well as Large Business and

. to Several Types of Business
fOperatlons

5-2
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RESEARCH

- Actual or Potential Economic

Impact of Application of the
Research Flndlngs

Feasibility 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 specxflc '
demonstration project, because it would be, in our
opinion, difficult to prove the affects of any particular
set of counter measures. However, we are not excluding
them from the overa;l'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 (partlcu—,

larly the creation of an economic crimes unit attached to
the District Attorney's office and an evowed policy of
prosecution by the District Attorneys and by the bu51ness
communlty )

s

("Organlzedvcrlme" is also omitted from con31deratlon, since
it is outside the terms of the grant being studied by other
groups w1th1n LEAA )
We have selected industries on the basis of the“overall
importance of a given wcrime to society as a whole and its
relationship to a given industry, the economic importance
~of the industry, the specificity of an economically 1mportant
crime to an important 1ndustry, and the extent to whlch
the Federal government is already (through its various
agencies) involved in regulating crime within the industry,
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 hl—jacklng,
mostly an organized crime activity which is covered by .
specialized agencies). We have suggested light manufacturlng
(this could be the electronlcs industry or machinery) »
because it is economically 1mportant and vulnerable to
employee pilferage, a nationwide evil.  Retailing and the
- insurance industries have been selected because they
are - economlcally important and extremely vulnerable to
certain crimes. -

General Concepts, Relevant To All Industrles
And Crlmes Against Bu51ness

°Deterrent

- . : oyl

We propose that, . in a selected communlty (preferably

medium-sized and self-contalned ) , there should be estab—“”
‘ llshed certain generel programs and organlzatlons, most

important of which would be an economic crimes unit

attached to. the prosecutor s office.

It would be glven

‘particular. tralnlng in: the nature of and 1nvestlgatlon

of economlc crlmes agalnst bu51ness.

Typlcally:(and e e

S
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Figure 2

SUGGESTED DEMONSTRAT&CN PROJECT TARGETS
{CRIME AND INDUSTRY)

Industrys:
S : Manufacturing
- Crime . : Retail (Light) Hotel  Insurance

i ‘ Employee Pilfering ok 5o Lo 1. 2, 4

w

.,COmmercial‘Bribery- 3 ¥

%%

r'1

.. securities Theft/Fraud ) “ '
* Embezzlement ) See Note at Foot of Figure

. Aison ' . Excluded Excluded Excluded Excluded

. _gurgléry' ‘ . Ekcluded Excluded 'Excluded Excluded

"Vandalism <>‘ L - 1a ' 3% s . ;
: ' ' * %k ,

0 i Shoplifting/Guest 1 . B :
Theft* < A NA 1 NA

* % ) kK

-*E-T-. Insurance Fraud : : NA NA NA 1*

~ Check Fraud g 5%, -4 | 5 NA

!!,”.f’. Credit Card Fraud . e, 6 - NA | 6,, _ "‘NA

Rank Order of Estimated

" * = Peasibility of Impact and Measurement
° %% = Industry Concern
: = Selected for Demonstratlon

‘ v.f‘ NOTE: Although not dealt with as speC1f1c, measurable progects,
. combatting these crimes will not be overlooked. The general
L ' - measures recommended are expected to have some impact.
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understandably) these u\its, where they exist, have dealt
with crimes by business. Any such units should unquestionably
do this work, but a sub-unit skilled in embezzlement and
employee theft and fraud should be set up. The training
DWOuld 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 (1n modified
forms) .

Ay

commitment of prosecutors and business to prosecute. We
suggest that in the case of bu51nesses, a club or 1eague
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
promlnently, and all employees would receive thlS philosophy
in their employment policy documents.

Defense

Another general type of program would be. tralnlng (by :

- workshops or seminars and publlcatlons)of business people-- "
especially those running small businésses in the identifi~

~cation of vulnerable p01nts 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 identifiable
vulnerable points. In other words, a loss-prevention

~ systems analysis. o o S

This 1s described in the Communications Strategy paper,'

but it is necessary to cons1der it as part of the total
system being. proposedm

Demotivating

Conduct publlc meetings~~and, in particular, meetings and
workshops in schools for pre- and early—teenagers-— ,

- emphasizing the perils of committing the crimes in the
environment created by the new deterrent systems belng
established in the community, and the economic folly of

~continuing; a) driving small 1ndependent concerns out of
business; b) in any case haV1ng the cost of crime added

. to the grocery bill. These meetings and workshops should

'be conducted by charismatic individuals who are “heros“‘”'
to the audlence belng addressed. ; :

g
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. Al  This type of program sh‘of;;ld be extended by audio-visual
T ~presentations, also using these "hero" figures.

. All communications efforts should stress the importance
of good relations between employee and employer, especially
e : ‘ at the supervxsory level.’ To match these attempts at
' SR ‘ 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 specific programs,including those related
to the ‘inclusion of loss control as a variable in job
evaluation of supervisors and such obvious morale-builders

: .. as 1mprovedcontrolxover work schedules, more equitable
T : and v151ble promotional structures and processes, etc.
g ‘RETML INDUSTRY

Employee pllferage, shopllftlng, vandallsm, commerc1al
‘bribery and check fraud are - of major concern. In addition
to the general elements so far discussed, we propose the
~establishment of a spec1al court, to deal exclusively
o L with the non-violent crimes against retailers (excluding
® . burglary). Judges would be rotated through a "tour of
3 duty"™ and would be encouraged to attend meetings of con-
cerned groups and read the specialized literature being
prepared for the proposed tralnlng of police,; prosecutors
and business’ people as detailed 1n the Communlcatlons B
Strategy paper (as well as abOVe) :

ZMANUFACTURING INDUSTRY

The proposed general program would form the basis of the
R : -demonstratlon project in a community with an appropriate
" R ~ type of manufacturing industry. The seminars, workshops
L s and in-house training programs would, of course, be ;
tailored to the partlcular characterlstlcs of" thlS kind of -
busxness. :

; ‘ . We would also expect this group formally to establish and ,
® ~© announce a "no kickbacks given or recelved" pol:Lcy and, again,
R : prosecute for any established case.f,

%The 1mportance of employee vandallsm in many manufacturlng L
~plants suggests that here is a case where programs stressing:
a) supervisory responsibility for loss prevention and also
for establishing good relations with employees, and; b) some

employee relations and personnel management tralnlng in
v‘general would be of major 1mportance. ‘
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HOTELS /

- In addition to the general programs that are " as appllcable

to hotels (and, indeed to service industries as a whole)

as to any othexr industry, it is proposed that one or more’

‘hotels/motels in a demonstration locality, with especxally

high "guest~theft" problems should experiment with specific
defensive strategies to combat this problem. Expert adv1ce

is needed here, but one possibility is to have room keéys

‘handed to a designated floor supervisor (housekeeplng)

on check out, who quickly inspects the room before the

guest- is handed the bill. Evidence of theft would be \

blmmedlately 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 .to ,

guestioning and possible report to the police; etc. It is e

" hypothesized that the risk of such embarrasment would deter

the typical "rip-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 bu51ness, o s

is  one that has to be measured 1n evaluatlng any such : R
progran. : R S

S e

: Commerc1al brlbery is common in the "hospitality industry."
- A formal "no kickbacks given or received" must be stated by
top management and and identified cases prosecuted :

]

INSURANCE'

Insurance fraud is found in many areas of insurance business. -
It is unlikely that any project could (or should) deal with =~ -~ = .
every area. Wepropose that fraud by arson and some petty : L =
but pervasive fraud, such as inflated automoblle repalr.
work charges, should be the focus. [ , . L R
, €

With respect to frre insurance frauds we propose that a- \SV, . .
formal link be establlshed between pollce, the proposed

economic crime units and the fire marshal’ s offlce, .so" that -

all suspected arson cases 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 so desires-~can
be investigated as suspected economic crimes. (The tralnlng
- proposed for the economic ¢érimes unit would encompass any

legal and technical aspects of 1nsurance fraud.that called

for specxal knowledge ) ' : ,

s
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- The petty frauds are sometimes collusive, between insured

and a claims adjuster, and/or between repairer and insured.
The explicit threat of prosecution could probably deter,

many of the typical offenders, if it were made credible /)
by the proposed overall commltal of the criminal justice :

system to support business in this respect and the wide

fpubllclty that such a philosophy should be given in the
demonstration communlty.

With respect to (other) employee crimes against insurance
companies (e.g. kickbacks), firm pollcy statements, the

'plac1ng of responsibility upon immediate supervisors-and
- the general model of formal announced commitment to prose-
cution, etc, as discussed elsewhere should be implemented.



ADDENDUM

As a result of the Crimes Against Business Council meeting
in Washington, D. 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 not been agreed upon.

=,
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PROPOSED RESEARCH PROJECTS

Inﬁroduction

In dealing with a topic such as Crimes Against Business,
there are numerous possibilities for meaningful research.
The criteria used for 1dent1fy1ng the proposed projects

were as follows:

® the suspected actual/potential economic impact

® the applicability and generalizability of the
findings

@ feasibility of the research effort
e 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%ion
on the basis of these mo's (No. 2 Computer—Assi@,ed
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 Leglslatlve Package) .

4. 'To determine if it is poss;ble 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).
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5. To determine whether it is feasible to develop a s
prescriptive package for law enforcement and ‘
prosecutors to follow in developing economic crime
cases. The primary intention would be to enable them -
to pass the screening procedures of the prosecutor's
office (No. 5 Model Package for Prosecution).

These projects are not considered 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,’
prevention, investigation and deterrence of crimes against "
business. .

5-11
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Research Project 1. Predictors for Arson (Insurance Fraud)
~ and "Bustout Schemes"

There is general agreement that7the occurance of arson
(insurance fraud) and "bustout schemes" become more prevalent
during times of economic recession. In most cases the
inShrance companies and police departments are reactive

in their investigaéive attgmﬁts to identify the individuals
regponsible. The purpose of this proposed research effort

is to determine if some common factors can be identified
with regard to the histories of the businesses which have
been destroyed b§ these crimes. Following identification

of such,variables it would be possible to track potentially
vulnerable businesses and presumably determine a constructive

course of prevention.

Procedure
Insurance investigators and municipal fire inspectors would
provide initial identification of a population of businesses

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 e profit picture

o



S

<

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 reasoﬁably reliable <ﬁ=§\1

predictors for the occurance of such schemes.

St

In order to be useful, this information would require a

,standardfzedktechnique for tracking businesses within a

given community.

& )Qi)

BN

W



o

&

Research Project 2: ~Computer—Assisted Crime

Therehis'general’agreement that the proliferation of
¢omputers provides a vehicle for enormoﬁs potential
losses. Two'fundamental problems,associeted with this
statément concern: |

® The lack of iﬁformation regarding how these rip

)
oy

offs cah‘be aécOmplished.
® The lack of information which defines the extent
to which these losses are currently actually

occuring and have not been identified.

)
Procedure | N
‘ 7

Thls research progect presumgs a two—phase effort.

z = fos

I/

Phase I. In order to elaborate thezways in which the computer

o

can be used in nefarious rip off schemes; it is suggested

that a “think tank" of high-level”cdmputer specialists
o

be brought toge;her and ‘given the mandate to develop

: prototyplc models of computer—a531sted frauds. These models
'would‘be devejoped for a vafiety of simulated 51tuatlons'

whloh olosely approx1mate the actual uses of the computer

1n a varlety of bu81ness enterprlses.

»The\next step would.require this "think‘tank“ to'develop
detectlon techniques requlred for actlve 1dent1flcatlon

oand 1nvest1gatlon of these,"model" computer rlp offs.

5-14
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This stage is extremely important‘considering'the‘fact that -

‘in most audits the primary focus is on "balancing the books" .

e

rather than looking for fraud. k o

Phagse II. This phase would focus on the 1dent1£1catlon‘
of and the magnitude of current losses being sustained by " 7ll?
a random sampling of businesses. It woulr *equxre‘the'

actlﬁe cooperatlon of business executlves to allow an

[

‘unannouncea audlt of computer procedures by the "thlnk

tank" personnel. These audits wouldAanolve the application

of the detection'prcducts developed in Phase I.

An analysis of these findings will allow a more accurate ,,f:f%
projection of current and future potential loéées,than’is
currently available according to more conventional techniquesoﬁf_qoi

I

,ﬁ;,//.
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Research Project 3. Model .Statutes Program

' The criminal justice system is under attack. It has been

" called a "non-system" by many knowledgeable people in the

field.

It must pull itself together into a cohesivey well-function-

ing system that is a true deterrent to criminal behavior;

a system that swiftly and fairly punishes thosef-who'are'

guilty andvexoneratesythosewwho are innocent.

Crimes must be re~defined in light of our present sophisticated

sooiety,vand in light of our past experiences.

Statutes must be uniform, concise, and specific as to what
actions are proscribed. = They must afford limited opportunity
for interpretetion, for on such foundations ladders are

.

built to dllOW gullty partles to climb above the intent

of the law.

The law must consider new and nove/l approaches to writing

» -, X ‘ : : . RO ' ;
statutes, allowing the punishment to fit the crime. The

law might decide to eliminate‘some of the judiciel discretion

abounding so freely and seek to establish mandatory minimum

sentences for repeat offenders. , : o

.°In any event, the law must be made coniemporary And in no

,fleld does ‘the law seem to be more archalc than in the

- field of business and economlc crime.

5-16
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K #

A comprehensive review of existing federal andfstéte

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 highﬁrate'of cbnvictibn; {"'
Statistical data should be reviewed determining which'courts
are prosecuting which crimes, and with what’sﬁcéess.Agf

Bar Association and other panels should be set up alloWing =7 ' wf”””
the vast reservoi:,Of legal talent to“formulaté model,‘

statutes in areas that they feel are unproduqtive.“

State legislatures should be capvassed’tofdeEe:mine'if'pending'f'

bills have any relevance tO'economicvcrime; °

Various other agencies, associations, panels, etc. should .

‘be contacted in order that all existing or ptospectiVe  g

laws are gathered for review. = P ®

After such a gathering of information; model_Statutes'

&

;shoﬁfa bé_drafted?to bejused'on a'nationai basis, e




kv ;Resear¢h Project'4, Economic Analysis of Crimes Against

Bu51ness

'It is currently accepted practice to quote a 24-40 billion
dollar 1oss to bu51ness and the economy ‘due to crimes aézinst
ous;ness, It is presented that this cost (loss) must also
 be addéd to related_costs of maintaining private security
“forcés and’theicriminal_justice system.' It is often
‘presumed‘that'a cénsiderable‘portion of these costs/losses
 is passedaon to £he consumer, through increased prices

 whi8h in‘éffect.contribute to the general inflapionary

spiral and,thelinability to sell many products ﬁo foreign

“markets (imbalance,of'payments),,

kProéeduré
This feéearch prbjéct proposes an econometrickanalysis‘of
 the‘actual dollar cost and impact of Crimes Aéainst
uBusiness on: |
- '® individual businesses
® .the congumer
@' the nationél econony

 This analysis, in effect, will attempt to define the'way

:~‘j in which the presumed impact‘Of'crime compares with the

~‘a¢tua1 reﬁirculation‘of the dollars withdrawn from

1egitimate business due tofcrime} Secondly, the analysis

'5-18
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will examine the actual cost/benefits of maintaining the

current criminal justice system with regard to the‘dollarf

savings for the population of business regarding criminal ‘

losses. Finally, this analysis will attempt to define .
the direct and indirect ways business losses and'security

expenses impact the consumer and business.

4
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Research Project 5. Model Package for Prosecution

The current‘drop—off‘rate'from arrest to prosecution is

approximately‘SO% for edonomic crimes. Law enforcement

‘_offigials often claim that prosecutors screen out "good"

cases which should be prosecuted; while prosecutors refer

;to the "bad" 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 ptoPoSed research project will attemp to define the

criteria used by prosecutors for scresf.ing economic

[

crime cases. On the basis of this information, a model

"paCkage will be déveloged for inﬁestigations,'defining

minimum standards of evidence required for prosecution.

o
vt

Prosecutors with economic crime units will be solicted for
~their cooperation. Screening technigues will be reviewed

‘with the intention of defiﬁing key potential criteria 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.

R

~ On the basis of these variables, a prototypic investiga-
- tive package will be‘develbped‘Which will include require-

ments for passing the screenihg’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 enforcemént

officials and prosecutors nationwide.
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Suggested Criminal Justice Modifications

Introduction

/’%_\\ |

It 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. beeome more
than an empty gesture or a sporadic act.

New and innovative statutes must be written to adequately
‘deal with the sophlstlcated and sometimes complex nature .
of commercial crime. In addition procedural devices must
also be fashioned so that the criminal justice system can
properly and falrly prosecute and dispense justice with
regard to these crlmes.

Cognlzant of these conditions the Council has endorsed
basic recommendations to be considered by the Criminal
Justice Modification Workshop Panel. Following is a list
~ of those recommendations and the rationale behind the
initial discussions.
® Sponsor legislation allowing for severe penalties
to be lmposed when the ‘magnitude of the crime
- warrants.

The existing Commerical Bribery Section, .35-18-
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
by 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'counterpreductiVe.
Although it is repealed effective July 1, 1977,

3. 53
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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 of the
problem.

As the legislation with respect to statutes should
become more cognizant of the range of penaltles
imposed, so too must we look to the various aspects
of sentencing with respect to the variety of
commercial crime.

Recently, a group representing réal estate devel-
opers in the Southwest perpetrated a fraud upon
the publlc, 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 typé, after
an acknowledged theft of over 200 million dellars,
makes the prosecutorial deterrent nonexistent.
Under these conditions such acts will continue to
be committed no matter what the wrltten law
proscrlbes. :

' Create separate courts dealing with non~v1olent

crlmes agalnst business. . ‘ ,

The City of Chicago has instituted a concept long
championed by the retail industry. A separate
court dealing only with retail shopllflt;ng has

| been established.

'Advocates of thlS type of allgnment believe that

the congestion of the regular courts will be ‘;
alleviated. They believe that a judge will be
more 1ncllned to view the serlousness 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 otherw1se complex maLerlal and
testlmony. : ‘
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e 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.

® Establlsh the use of multiple offender statutues

to focus on the career criminal.

. 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 crlmlnal and c1v1l sanctions to those

convicted.
For example:

- the gullty party must make restltutlon of all
© . monies or property, ;

- the guilty party is precluded from engaging
’ ‘in similar business or practice.

A person may enter a par ticular commerc1al
‘endeavor, defraud varlous businesses in any number

q



of ways, and somehow be caught. Ye#, after ¢
trial, conviction and sentencing, #t is conceiva~
ble that this person will be requared to pay
nerely a nominal fine, keeép the ﬁrults of his
labor and re-enter the same bus11ess to conceiva-
bly begin the cycle anew. K
Ostensibly, common sense would dlctate that the
law prohibit this person from beglnnlng 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

with respect to these crimes, and write model
statutes to be utilized nationwide.

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 JOngtstandlng problem from a dlfferent
perspect1VA~/ '

In the State of Minnesota the penal law now includeé

a provision against the possession of shoplifting
gear. It provides- . .
Whoever has in hlS possession any device,
gear, or instrument specially designed to
assist in shoplifting with intent to use
the same, to shoplift or thereby commit .
theft may be sentenced to imprisonment for
not more than three years or to payment of
a fine of not more than $3 000 orx both¢

The implication is clear. Thls statet uas sought
to confront the shopllftlng problem at its incep-

’ftlon and has made the maximum penalty quite severe

in light of the penaltles enumerated in other
statutas. Innovative statutes similar to this

“Minnesota statute must be con51derea, and their
»feasmblllty measured : CU
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Create speclaily trained units. assigned to the
police and prosecutorial staf;&ﬂ 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
carry on 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-
ately recognizable, and the case is lokely to be
more difficult and time consuming to develop.

Accordingly, specially trained units must be
assigned to investigate and prosecute commercial
~cases in order to effectively process them through
the criminal justice system.

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.meanlngful input with
respect to an individual's application for parole.
Accordingly, corrections should-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
buginess does pay.  And it will continue to proliferate until
meanlngful commitments are made by 1eglslators, pollce, pro-
secutors and the judlclary *

%

A total commitment from business 1s essential also, @
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:
announced policies against all crime; the willingness

‘to report and prosecute offenders, etc. ) then the
commitment made by the criminal justlce system will
remaln an empty gesture.
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Better laws, investigation, prosecution, sentencing pro-
cedures, and education are all necessary before our

~eriminal justice system is made to function effectively

to deter crimes against business.

&)

S

<
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Some Recommendations for a National Data Base

& o ;

3
In ﬁ{F first phase of our information collection process, .
thé-staff of the Crimes Against Business Project attempted .
‘to locate "and assess the current statistical base regarding
the economic impact of crimes against buSLness. This
phase focused on: ! ~

[

@ sources and extent of available data;
® gaps in available data base;

® accuracy and adequacy of current data collectyan
methodologles.

<

On the basis of the information complied, preliminary

I

recommendations were made for provision of a reasonably valid

national data base respectlng the econonic 1mpact of crimes

-

i
//// i

The fOllOWlug recommendations are excerptedffrom our "State

of the Art" paper of March 1977 as approved by the Crimes
Agalnst Business Adv1sory Council:

&

Q
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) priority attention,

Preliminary Recommendations R )

Data collections should serve several purposes in addition
to. scoping ‘out the dimension of a problem. The recommenda-
~tions set forth below describe methodologlcal alternatives
~which take into account the conclugions/problems described

in the previous sections, and the need to accomplish the =
following through the process of data collection. = , o

® Provide an incentive and a vehicle for 1nd1v1dual
businesses to assess the impact of crime on their
proflt plcture and make crime loss a management
issue.

e Establish communications between and among--
businesses and the Federal government which
bringsg crimes against business into focus and

® Provide information to raise the consciousness.
of the consumer vig-a-vis the impact of crlmes
on the general economy and inflation.

@ Provide baseline data to assess w;thln each B

organization and nationwide the impact of . o

programmatlc efforts to.reduce and prevent L
crimes against busxness. Dy o

Wlth these purpcses in mlnd, the following recommendatlons
are described in summary form. The first 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 ba51s for a natlonw1de effort.

B . -~

1. IRS Corporate Tax Report Modifications

Current provisions of corporate tax returns make allowable
deduction of losses due to theft where "theft" includes
but is not llmlted to larceny, embezzlement and robbery
(see Appendlx L). IRS supplemental schedules for forms .
for gains and losses could potentiaily provide an accurate:
gource of information regardlng the loss figures sustalned
by busmnesses due tc crime. =~ s o ‘

2
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Currently, it is not possible o parcel out these flgures
on corporate tax returns as the schedule groups together
allowable losses and therefore the source of the loss
cannot be determined from the gross figures.

) Secondly there is generally collusion among ‘executives at

,all levels of a corporation to "bury" such losses under
‘alternative categories and thus prevent identification of
losses directly due to theft (whicH companies and executlves
find embarassing)

A mpdiflcation of categories on the supplemental form with
the explicit requirement to identify accurately the nature
of the loss could provide direct, reasonably accurate data.
Since tax forms are filed yearly these figures would
represent an ongoing data gatherlng process which could be
compiled and reported by 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-
thS which are important to business.

Advanteges

e The IRS is a highly credible source and the
request to-report on tax forms should provide
adequate incentive for businesses to maintain
accurate loss records on crimes against business.

@ The IRS taX'maéhinery repregents the most direct;
efficient, inexpensive and accurate method for
' generating statistics on an annual basis.

e (rhe IRS could maintain the confidentiality of
‘&he information from sources and therefore would
e the most likely of all Federal agencles to
receive accurate information. '

~® The IRS would be able to analyze these figures
with regard to a variety of variables; e.g., size
of corporation, geographic location, personnel
expenditures, type of business organization, etc.,
~§1nce this 1nformatlon ig available off the tax
orms.
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@ The IRS would have information from the entire
population of\bqunesses rather than a sample.
This could help ‘Overcome the reluctance of
individual bu51nesses to reveal losses for fear
their credibility will be reduced vis-a-vis
competition. -

Disadvantages

(5

An effort would be required to establish a reporting require-
ment for IRS 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 addltlonal change in the IRS reporting format.

Reporting may still not be,accurate with regardeto loss
category. Business may still attempt to "bury" figures in
order to prevént disclosure of actual losses and the spllt

‘between shoplifting, internal theft and non-criminal .

"shrinkage" of inventory would remain extremely difficult

~ to assess in the retail industry.

2. Representative Sample Panel of Businesses

This proposal envisages an analog of the Victimization
Surveys, with business 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 differential

" 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 tlme of enrollment.
Abefore being replaced by new units. :

Bias due to difference between those organlzatlons that
cooperated and those that did not would have to be’
investigated, presumably by taking a "once only" plcture x
of a sample of non-cooperators, and comparing thls w1th

R

5-31



. o.",' .
5

equivalent data from cooperators. Corrective weighting
could then be applied to improve the estimate, if d1s~
crepancies were found.

We anticipate that a sample of about 10,000 bu31nesses
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~gamples of the total panel sample would be replaced,
at intervals, with new units. This procedure can be

optimized to give the best combined estimates of losses

“at a partlcular time and of trends over time. It also has

the advantage #that dropping a cooperative business from the
gstudy after, say, two yearsenables 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 ron-standard-
ized methods,(or upon memory) in order to obtain the

entries in. the recordlng schedule. A unique, standardized .
system, using very rigorous and explicit definitions of

each crime category and explicit means of measuring, would
be egtablished at the outset in each cooperating organization.
Once this system was in place, réporting would not call for
personal, face-to-face interviews; returns could be made by
mail, although some monltorlng visits would be in order.

The panels could be exténsions of the existing commerc1al

“victimization surveys.

‘Advanﬁages

Né legislative changes would be needed to establish these

panels and, given a truly representative sample, the loss

figures could be made sufficiently accurate for all
practical purposes (although the shoplifting/pilferage
breakdown would still be in doubt without a further step,
as described in 3) below). .The NCJISS would analyze

and disseminate the data as part of its standard service.

- pisadvantages -

‘Even with theptoéosed.sample size, there would be

congiderable 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



" could enter the estimation process because of differences

between these organizations that 301ned the repoxtlng
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, ag
stated, is acute for the shoplifting/pilferage split.

2

3. Sample Survey of Individﬁals

In order to help in obtaining 1nformatlon on the:decllar
magnitude of crimes (shoplifting versus pilferage) that
cannot be easily obtained by loss measurements within an
organization, it is suggested that an experiment be carried
out among a sample of the public (say 14 years and over)
to obtain "confessions" 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
sampllng householdess and interviewing at a person's home
as 18 customary in Bureau of the Census work; a version

of the "quota"*method used by market research organlzatlons, ;

although frowned on by sampling statisticians, might yield
good results because the individual interviewed in :the =~

‘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 guite 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 particular approach and instruments are

valid is a subject for further inquiry, but some such

effort seems promising enough to explore and would, if
valid, be a useful complement to the loss estimates obtained
from the business orgdnlzatlons,,elther by a tax return

or a sample-panel method. :

* Sample is balanced by demographlc characterlstlcs such
. 48 sex, race, age and soc1o-econom1c status, w1th1n area.
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4.v Uniform Crlme Report Revisions

A requxrement,for businesses to report losses due to crime
to local proseécutors' 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
buginess. Prosecutors would require standard formats for
maintaining records; providing businesses with appropriate

" 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 addltlon,
prosecutors would have to gear up economic crime units to
‘handle the increased case lcad. This would increase the
number of white collar crimes processed through the criminal
justice system and foster a more equitablée distribution of

{?déterrence efforts for Part II as well as Part I crimes.

“This effort would be expensive and most probably meet w1th
consgiderable 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

- effort could be fostered by joint sponsorship of Federal
government/Chamber of Commerce/Natlonal Trade Assoc1atlon/
LEAA/AMA,

Some effort would be requlred to provide an ongoing
sponsorship to the survey effort. Single efforts such as

~ the original SBA do not provide the kind of 1n~depth
continual focus on the problems of crimes against business.

| - Indeed such periodic single effort may actually dlstort ‘more

}than they reveal.
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Recommendations’

With regard to data gathering several recommendatlons can
be made: ‘

® Business must be pursuaded to report kriown offenses
to local police departments.

® UCR reporting should place stronger emphasis on
the reporting of Part II crimes reported by
munlclpal agencles (currently only approximately
one-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.

e Courts should refer dlsposltlon data, sentencing
and actual commitment to prlsons to UCR units.

® Correctional 1nst1tutlons should prOV1de standard—
ized annual reporting systems to state UCR centers -
"as do municipal police departments. This informa-
tion should include annual admissions data and

population profile by standardlzed offense categorles;f



Some Recommendations for
Communications and Institutionalization

‘Introduction .

fv;w)

The f0110w1ng 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

Communications strategy is defined for present purpdses as

~a procedure for the exchange and dissemination of information

relevant to controlling crimes against business among indi-

.viduals and groups who are (or should be) concerned about
- the problems of such crimesf

We propose a communlcatlons‘hetﬁérk, the goal of which is to

. take the hlgh-level awareness 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
buginess, the criminal justice system, the private security
community and the general public (i.e., raising the level of

‘awareness); and (b) the general nature of the solutions that

these groups can adopt, espe01ally by working together.

A primary focﬁs is the breakdown of the "we/they" perceptions

that pregently exist among groups (in particular the business

and criminal justice communities). Useful types of vehicles
to achieve such an end are the Public Interest Groups, and
professlonal and 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, 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.



Examples of such agencies are: |
® International Association of Chiefs of Police
~® National Association of District‘Attorneys
® American Society of Industrial Security
@ National Association of Manufacﬁurers,
® 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
11V1ng.

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 occurcredi.and each: tends to
view the shared problems through their own 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 t6 form a specific division, representative
of common problems, within each of the exlstentvorganlzatlons.
National conferences would include, via these divisions,

papers, ideas and discussions regarding issues of overlapplng
interests and jurisdiction. Formal representatlon by

members from each of the groups at the administration level
would enable a consistent and scheéduled sharing of information.
A rotating system of executives through the executive members
or members of Boards of Directors would assure thatma shared
commitment is constantly being established.

_Presq\releases and lobbylng activities would be coordinated

by means of these interlocking efforts; a joint “"Crimes

"Against Business Coordinating Council" might be the approprié'

ate structure. This could form the core of a national-

"Economic Crimes Institute," as described below.
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(It should be noted that the LEAA grant proposal states

- that “"detection of crimes against business and policy devel-

opment are management tasks, the area of AMA specialization.'
Therefore a key suggestion for developing & communication
network system is the design and utilization of AMA~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 dlscussed at the present serles of
workshop panels.)

InStitutibnalization

This is defined as the creation of new organizations or

‘innovative use of existing organizations to act as vehicles

for the on~g01ng'1mplementatlon of programs directed at

controlling crimes against business. Emphasis here is upon

"hard" and specific programs rather ‘Chan the exchange and
dissemination of general information, although the latter
can 1tself be institutionalized (as discussed in the
previous section on Communlcatlonq)

Such insgtitutionalization 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 '
Councll created to coordinate the relevant activities of

~ appropriate public interest, professional, and trade groups,

but expanded by a small professional staff. In that case,
its functlons would be: E

s coordination of information exchange and dissemination;

® coordination of lobbying activities, especmally those
concerned with criminal and crime-related leglslatlon,,



@ creation of (or efforts 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 advancement of "state of the art",
by original research and :3issemination of research
findings; :

® to serve as a technical resourcz for organizations
at the state and local levels.

The proposed organlzatlon would have a Board of Directors
drawn for a dlverslty of sources representing criminal v
justice, business, private security and the public sector,
plus a small professional staff. It is suggested that it g
could be funded by a variety of means, including businessy
(through trade associations), foundations and the Law ¢
Enforcement Assistance Admlnlqtratlon.

State Level. State Planning Agencies could be utilized at
the state level. Their concerns for the criminal justice
gystem provide built in support for an extension or sub-’
division of the present body to work in cocirdination with
the proposed national organlza+1on. Addltzcnally, many

SPAs provide for reglonal supervision in their structure.
Each state would organize a sub-unit of the Agency to oversee
activities of the local organlzatlons.

oY

Local Level. The local organizations can be based upon

already eilstlng bodies (such as "Citizens Crimes Commissions") = .

or be extensions of existing programs (e.g., Operation .
Shoplift in New Orleans) where there is the potential to
bring together prosecutors, business people and law enforce-
ment -individuals. In addition, local organlzatlons ¢an be
actually created via innovative demonstration pro;ects :
offered to particular locales. The presumption is that once
such local organizations are initiated they will gain the
momentum necessary for further effort, which would be appro- -
priate to partlcular prlorlty prcblems faced by each communlty

These Organizatlons would be the means for v1able local’
interaction between the general public, the business : :
community, private  security and the crlmlnal Juﬁhlce communlty‘ :

o
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WORKSHOP PANEL MEETING

MAY 4/5/6, 1977

FAIRMONT‘HOTEL, NEW ORLEANS °

Ve
S

Mr. Del Aleman,; Jr.

Vice President

Barbers, Hai/l-dressers &
Cosmetologists International
Union of America, AFL~-CIO
Crowndelet Building

New Orleans, La. 70112

Mr. Thomas Allwein
Corporate Security Dlrector
Central Soya

Fort Wayne, Indiana

Mr. Edward Bacon, Jr.
Corporate Security Manager

4 I. Magnin & Company

Union Square
133 Stockton
San Francisco, Ca. 94108

Mr. Harry Barber
Director of Security
D. H. Holmes

P. O. Box 60160

‘New Orleans,‘La. 701640

Dr. Steven A. Brenner

School of Business Administration
Portland State University

P. 0. Box 751

Portland, Ore. 97207

Mr. William Cahalan
District Attorney
1441 St. Antoine
Detroit, Mich. 48226

Mrs. Dorothy Chappel

Vice President Human Resources

The Equitable Life Assurance
Society

1285 Avenue of the Americas

New York, New York 10019

. 6=-1

Mr. Richard Cole
President

Loss Prevention Dlagnastlcs
P. O. Box 263

Mendham,  New Jersey 07945

Mr. Harry F. Connick
District Attorney
Suite 200

2700 Tulane Aveénue
New Orleans, La. 70119

Mr. William Cunningham
Hallcrest Systems

7346 ‘Eldorado Street
McLean, Virginia 22101

Mr. Robert Dicker

Spec1al Agent '

Federal Bureau of Investlgatlon
201 E. 69th Street ‘

New York, New York 10021 .

Mr. Thomas Dolan
Director of Sedlrity
Barbizon Plaza Hotel !
706 Central Park South
New York, New York 10019

Mr. Paul Dunn. ;

National Council on Crime s
and Delingquency : '
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 ) o o

1441 st.

Director

Wayne County Organized
Crlme Task Force

1180 Frank Murphy Hall of
Justice ,

Antoine

Detroit, Mich. 48226

Dr. 8imon Fuchs
Mayor's Advisory Committee an
Small Business

» 230 Tower -Building

" New York,

Baltimore, Md. 21202

Mr. Robert Grassi

Vice President - Fraud Division
J. Kroll Associates, Inc.

909 Third Avenue

‘New York

Mr. Richard Guiltinan
Partner

Arthur An8erson & Co.

1345 Avenue of the Americas

New York, New York 10019

P, 0.

Alan Harris, Esq. '
“70 Glencove Road °©
Roslyn Heights, New York

Mr. L. Merritt Kanner
Director

Security Systems
Marriott Corporation
8515 Biscayne Blvd.
Miami, Fla. 33138

Mr. Herman King
Texas Instruments,
Box 2909
Austin, Texas 78769

Inc.

Dr. Arthur Kingsbury
Chairman, Law Enforcement

" Macomb County Community College

Warren, Mlchlgan

o

Mr. Aaron M. Xohn
Managing Director .
Metropolitan Crime Commission
of New Orleans;,; Inc.
1107 First National Bank
of Commerce Bldg.
New Orleans, La. 70112

Mr. Leonard Kolodny

Metropolitan Washington Board
of Trade

1129 20th Street

Room 200

Washlngton, D. C. 20036

Dr. Ezra Krendel

The Wharton School

The University of Pennsylvania
Philadelphia, Pa. 19174

Mr. Jules Kroll
President

J. Kroll Associates

909 Third Avenue :
New York, New York 10022

Mr. Sal LaBarbera
Director of Loss Analysis
& Prevention
Human Resources Administration
60 Hudson Street
New York, New York

Mr. Ian Lennox

Executive Vice President .
Citizens Crime Ceommmission of e
Philadelphia

1700 Walnut Street
Philadelphia,'Pa.

Mr. Robert Leonard

Prosecutor

Genesee County o
100 Court House

Flint, Michigan
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- Mr. Gene Looper

- National Security Manager
Sears Roebuck & Co. «
Sears Tower - Department 731

Chicago, Ill.

Mr.
Sheriff
Wayne County

60684

William Lucas

525 Clinton Street
Detroit, Michigan 48226

Mr. Richard Mainey

IBM Corporation

01d Orchard Road ,
Armonk, New York 10504

Mr. Henry R. Mann
Deputy District Attorney
220ﬂWeqt Broadway -

San Dlego, Ca.

Lt.

92101

Robert C. McClary

Wayne. County Organlzed Crime

Task Force

1180 Frank Murphy Hall of

Justice.

J441 St. Ant01ne‘

Detroit, Mich.

48226

/
Mr, Léo McGillicuddy

§p¢c1al Agent

Federal Bureau of Investlgatlon

201 E.

69th Street

~ New YorkrkNew York 10021

Mr. William McInerney
11509 Arbor Drive East

,”Anchorage, Kentucky 40223

~ Mr. Thomas J.

McKeon

Exécutive Vice Pre51d°nt

INTERTEL

1707 H Street,

Washington, D.

)

N.W.

C. .20006

JNew Orleans,

~Mr.

Mr. George P. McManus
President
Auto Theft Bureau

390 North Broadway

Jericho, New York 11753

Mr. George Milne
Vice President - Finance

IPCO Hospital Supplies Co.

1025 Westchester Avenue

White Plains, New York 10604

Dr. Earl Molander

School of Business Admlnlstratlonvf 
Portland State University

P. 0. Box 751

Portland, Ore. 97207

' Mr. Albert Molephini

Western Electric bompany
222 Broadway

New York, New York 10038

Mx. Philip Montelepre
Municipal Court

7272 S. Broad Street -,
La. 70119

rchibald R. Murray
Attorney in Chief

The Legal Aid Society
15 Park Row

New York, New ¥York . - ..

Mr. Frederick Newman
Director of Security
SeCurity Division
Macy's

151 West 34th Stre%t
New York, New York
C . e . : Vo .

Mr. Robert Ogren?

- Chief of Fraud
Room~3800 - &

U. S: Courthouse e

Third and Constitution

Washington, D. 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 of Rehabilitation
DW1

P. O. Box 133

Albuquerque, New Mexico

Herbert Robinson, Esqg.
32 East 57th Street
New York, New York

Mr. Joseph Rosetti
Directoxr of Security
IBM Corporation

014 Orchard Road

~'Armonk, New York

Mr. Deonald 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. ﬁilbur Rykert

Executive Director

~National Crime Prevention

Association
529 14th Street, 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

Mr. John L. Schwartz
Managex

Corporate Security
Abbott Laboratory
14th and Sheridan Rd.
Chicago, I11. 60064

Mr. Jesse Taylor

Associate General Counsel
May Department Stores Corp.
611 Olive Strest

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, New York

Mr. Timothy Wilson

Department of Justice
General Crime Section
315 Ninth Street, N.W.

Washington, D. C. 20530

Lt. John Yurko

Wayne County Organized Crime

Task Force '

1180 Frank Murphy Hall of =
Justice

1441 St. Antoine

~ Det¥oit, Mich: 48226

Thomas A Zotos, Esd.

St. Louis County Juvenile Court
501 S. Brentwood Blvd.

St. Louis, Mo.

D

Mr. Francis J. Wolfe

Assistant Directoxr

Insurance Crime Prevention
Instituts

15 Franklin Street

o

5 Westport, Conn.
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WORKSHOP PANEL MEETING
JUNE 14/15, 1977

AMA HEADQUARTERS, NEW YORK

Dr. William C. Bailey " Mrs. Janet Falsgraf
Department of Sociology : Director

The Cleveland State University
University Towers
Cleveland, Ohio 41114

Criminal Justice Publlc
Information Center
3510 Chester Avenue

Cleveland, Ohio 44114

Dr. Alfred Blumstein

Urban Systems Institute ”  Mr. William Lucas
Carnegie:-Mellon Institute: - Sheriff

i 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

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 Progect
Greater Cleveland Growth

Dr. Edward DeFranco : , . Association

Chief

Probations Management Analysis
and Information .

Cleveland, Ohio 44115

Mr. John J. Sweeney

New York Department of Probation ‘Greater Cleveland Growth
Albany, New York 12223 ’ . Association

(4

3647 Rolliston Road
shaker Helghts, Ohio 44120

Mr. Gordon Williams

Vice President

National Retail Merchants Assoc1atlon

100 W. 31 Street . : , e ,
New York, New York 10001 BT T o S

Wayne County ; o
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| SUMMARY OF RECOMMENDATIONS FROM.
PANELS OF "CRIMES AGAINST BUSINESS" SPECIALISTS

Introduction

Two conferences were convened in order to develop certain
concepts, initially generated by the American Management ,
Associations’ "Crlmes Against Busxness" Project, into recom- -
mended programs. The project is funded by a planning grant
from the Law Enforcement Assistance Administration (LEBA) and
is concerned with strategies to control "non-violent" crimes
against business. The final outputs will be a set of recom-.
mendations for: i

e Demonstration Programs
® Research Programs

@ A National Data Base
~® Strategies for:

- communicating thé economic and social impact v
of crimes against business to the American , "
public and establishing communications between
the criminal justice system and bu51ness

communities;

- institutionalizing the project and the:proposed
program so that momentum is maintained.

In all, some one hundred leaders in the fields of criminal
justice, private security, buginess and academia participated. .

 Demonstration Programs

Participants were asked to consider,eoncepts relating to
detensive, deterrent andi”de—motivating" strategies.

Internal Defe slve Measures

Emplqyee Pllferage and vVandalism. A series of curricula
outlines were proposed for training and educatlng top and
middle management in the fundamentals of loss prevention °
systems, suitable for small and medium sized organlzatlons
in retail, manufacturlng, and hotel/motel 1ndustrles.,
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rShopllftlng and Check Fraud. Two curricula outllnes were

proposed for training and educating management of retail
stores in the essentials of loss prevention systems, aimed

© . against shoplifting and check fraud, and suitable for use

by small and medium gized concerns. In addition, an employee
training program was prcposed relevant to the same concerns.

The proposal was that mall areas sheuld be used in demonstra~i

“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 "the fulcrum upon
which loss prevention programs will pivot, combined with
unrevokable commitment on the part of management.” The issue
of key control.vias 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: s

| lt A dEfinition.

2. " Summary guideliuzes for use by organizations in

© establishing and communicating its operational

philosophy, its commitment and its operational

standards relating to ethics in business. N

3. A description of situations in which bribes are '
accepted or offered and their nature.

4. Guidelines for establishing controls to make
temptations towards dishonesty "appear imprzctical
or unprofitable,” with such controls being more
perconally demanding upon.executives than those
imposed on employees of lesser responsibilities.

5. A recommendation for closer cooperation between
‘. business and the criminal justice system in inves-
~ tigating, detecting and prosecutlng bribery, and
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in particular the creation of a staff that can
serve as interface with the system, and an improved
capability in the public sector to cooperate w1th
bu51ness in this actlv;ty.

6. Guidelines for the developmentrokaehicles 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 philosophy, codes and deterrent
technlques. S

7. An outline of tralnlng programs/semlnars to pro-
mote the deterrence and control of corporate ’
brlbery.

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 system :
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 Amerlcan
Insurance Association Model Arson Law. .

The expertise that is nlready available was recognized as .

‘was the existence of the National Fire Prevention and Control

Administration and the National Academy for 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 tralnlng of all personnel along
the recommended lines. :

Public Deterrznt Measures

s

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 metropolitan.
" areas. ' The purpose of such units would be to conduct special
Jinvestigatlons involving complex commercial crimes ‘and crimes

o



that generally afifect the business community. They'wculd
be gtaffed by prosecutors (experienced trial attorneys)
and. investigators. Personnel would be specially trained.
The National District Attorneys Association models were
recommended for staffing and training. s

- While some areas do already have such units, many do not and
where they do exist they are not always efficiently staffed.
The proposed demonstration project would be to establish a
model unit, with a carefully selected staff, properly
trained, and with the involvement of buSLness people in an
adV1sory capacmty., @

In addition to such structural changes, many recommendatlons
were made concerning statutes, sentencing guidelines and
court procedures. In most cases, .it would not be poss1ble

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
foy ldentlfylng the elements which will improve the chances
of \Uncovering such overations and the capability to successfully
prosecute.‘ A number ¢ research pro;ects were proposed,
which it was thought would lead to various demonstration
projects, "including an extension of “Operatlon Sting,®
directed, however, at finding the receiver who places stolen
goods in the legitimate market.

5 :
"Demotivation"

Workplace Crime. The goals to which this panel worked were:
a procedure to 1dent1fy causes of employee dissatisfaction,
alienation, ignorance, and other psychological dimensions
- which could be induced by organizational factors and which
could, hypothetlcally, 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 "real" environment.
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The elements of an organizational survey were determined,
which would identify causes of dlssatlsfactlon, etc.  Matching
solutions would depend on the survey findings in any one” ..
organlzatlon, but would range from ellmlnatlng discriminatory
Vpersonnel practices and lmprOV1ng working conditions to
x'lmprov1ng internal communications, providing security train-
ing for all employees, dedicatihg the corporatlon to a policy
of excellence and high ethical ®tandards in all its operations,
and communicating and implementing a policy of strict sanctlons
against offenders. Y

A proposed demonstration program would entail locating organi-
zations with recognized problems among its workforce, then
1dent1fylng the causes of these problems, 1nst1tut1ng solutlons
and measuring the impact upon workplace crime. A medium-
sized retail store (or stores) was proposed as an example,
with a similar organlzatlon(s) as . a control. ‘

(o]

Crime By Young Persons (Shoplifting and Vandalism). 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 ‘the family,

. schools and business, and innovative jud1c1a1 reform. Specific
activities proposed include: developlng ‘canned” programs ‘
for use by (a) mass media,.and (b) by schools, churches,
Parent-Teacher A55001at10ns, Chambers of Commerce, directed
to parents as well as to juvenlles themselves; fleld trips
to prlsons by juveniles; involvement of business répresenta~
tives in school and coi."unity programs; evaluating the
Albuguerque Shoplifting Rehabilitation Program (based on
driver re-education models), for p0551ble exten51on 1nto

uqother JurlsdlctJOns. :

partlcular munlclpallty would be selected as the sltecof

the "canned" program progect, one with recognized problems of |
juvenlle crime and little in the way of structured programs ‘

- to deal with the problem.

' Research Projects

@

Arson. As a gomplement to the demonstratlon project on arson
already considered, it was recommended that research should be
conducted on the feasibility and effectiveness of an "educatlonal
network, " which would instruct elements of the crlmlnal justice”
system, banks, lending institutions and insurance companles on-
what characteristics of a business should be looked for in order
£o. (a) predict the likelihood of intended fraud by arson; and,
(b) increase the likelihood of successful 1nvest1gatlon of
frauds that have been perpetrated. :

6":@1-” i 5 S s
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Computers and Crime. To research the field of computers

and crime, it was proposed that, firstly, an attempt should
be made to develop, prototypic 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
gpecialists and permitting them to simulate (with access to

_ one .0r more computer systems) ways of "beating the system."

Secondly, the team would develop methods of preventing and
detecting these crimes, when commited in real-world businesses.
Thirdly, given the methods so developed, a study would be

made of a sample of businesses, to detect the magnitude of
compnter~sdssisted crime.

Slnce it may well be that computerized systems inhibit

- rather than facilitate crime, it was considered necessary

"that the research should be so designed that comparlsons
between the actual and potential magnitude of crime via
automated and manual systems could bhe made.

The project staff would, it was recommended, include experts
from the FBI, Department of Defense, Atomic Energy Commission,
-members of publlc 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, embezzlement and arson. The study would commence

with an analysis of the affects on the system and on society
of differing statutes, sentencing procedures and court processes,

‘currently in use, from i-iich recommendations would emerge as

to what "ideal" statutes, sentencing guidelines and processes
should be. The researchers would work with such organizations
as the National District Attorneys Association and the National
Attorneys General Association, with legal associations, 4
associations of state legislative leaders and with staffs of
legislative committees.

‘ Separate Courts. Closely related to the issue of process

_changes in the criminal justice system is the issue of special

E

4 |
|

courts, particularly those set up to deal with shoplifting.
It was proposed that the Chlcago, Illinois Shoplifting Court
“be used as a model for qtudy comparing its results with -
‘those in another jurlsdlctlon with a similar level of shop-
1ifting and similar demographlc and criminal justice system
characterigtics (other than the existence .of the’court). The
outcome of the study would be guidelines for the establishment P

and operation of such courts in jurlsdlctlons meetlng certaln
criteria. - :

6-12
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Econometric Study of the Social Impact of Crimes Aga&hst Business.

The objective would be to estimate the true costs to, and effects
on, 3001ety of crimes against business. These costs and effects
include increases in consumer prices, lost services, lost job
opportunities, etc. It would be necessary to track through

the effect of each type of crime on the business itself,
insurance companies, the consumer, and the community. Muc¢h

of the input to the study would come from the proposed Natlonalk

Data Base, descrlbed elsewhere .in this summary.

Identifying Management Techniques that Relate to the 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 approprlately deSLgned
sample, the effects of dlfferent prdctlces upon internal crime
could be identified. ,

Improvement of Cooperative Efforts Between Business and the
Criminal Justice System and Between Business and Other Businesses.
It was proposed that research should be undertaken to study

the motive and attitudes of business regarding cooperation with
the criminal justice system and vice versa, and also the

motive and attitudes of bu51ness regarding cooperation within

the business community itself. ' In-depth interviews, followed

by a telephone survev of business executlves, prosecutors

and senior law entorcen’ut offlcers were' recommended as the ‘

o

National Data Base

h=

It was proposed that, as a first step, detailed, 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 wvalid data by
cost~effective means. Following this initial effort, it was
hoped that a developmental project could be mounted, possibly
using the Bureau of the Census/LEAA Commercial Victimization
sample as a basis for creating a panel of respondent businesses.
It was not felt that this could be’ recommended at this time,

&

however, since too little was known about what business could.
or would provide in the way of loss data, hence the need for
~the 1n1t1al step. : .
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‘data,

‘a Natlonal Economic Crimes Forum, with Federal suppcort.

R NG S e

A second proposal was to use self reporting as a means of
assessing individual rates of offending, and to relate
offenses to offender characteristics and modus operandi.

‘Agaln, 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, c¢riminal
Justice, pglvate securlty, consumer groups and organized
labor: Th2 Institute'’'s 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
,munlclpal levels. Hence, centraliy generated or gathered

on' economic 1mﬁact of ecrime, recommended statutory
.changes, internal pr/scedures to control crime and so forth,
could readily be dlﬁéemlnated at the levels where the informa-
tion could be used. The Institute should be funded from the
private sector, with some on~going support from Federal
souxces (by grants and contracts) .

The creation of the Int*-ttute would be preceded by conducting
This
Forum, like the Council, would be very broadly based. 1Its
purpose would be to focus national attention on the problem

and lead, more or less automatically to the formation of the
Institute and a national network for the exchange and dissemina~

- tion of 1nformat10n.

*pteméntaticn Strategies

All the above recommendations are currently belng translated -
into specific task or program formats and submitted to the

Law Enforcement Assistance Administration with a requesttthat
steps should be taken to ensure their implementation in the
near future. OQther 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 probability that some, at least, of o
these many prcposals become on-going programs, having some

real impact on crime against business.
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