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2. A recormended program of comunication between business,
Yaw enforcerent, and the general public through which the
{mportance of veducing these crives §s recognized as & wa jor
hitherto unaddressed cost to the public.

3, Recormended operational requ‘lreménts for a data collection
. and statistical system that will provide the basis for
measurement and analysis of these crimes in the future.

4. Recormended research programs for a greater understanding
of the nature of particular crimes and criminals.

5. Recormended strategies through which the momentum and visi-
bility achieved by the {nitial grant-supported cooperative
efforts of business and Taw enforcement can be maintained.

Although this initial project 4s a program planning and
generational effort, 1t s envisioned that the program that
wi1l be developed will fnclude instructfon and assistance to
businessmen on prevention of specific crimes, on how to

behave and notify law enforcement when they occur, to law
enforcement on how to tnvestigate and prosecute. The prirary
products of the fnitial grant will {nclude demonstration action
program desions, training requirements for prosecutors, police,
and businessmen, a public {nformation prooram to convince the
citizen that it is he rather than the businessman who 1s the
real victim, and requirerents for statistical systems and
research to improve the understanding of the crimes and counter-

measure strategies.

The grant will produce 2 series of reports embodying the above
through means of staff deveiopment and the expl oftation of
selected panels of representative leaders of business and

criminal justice.

Methodology

A small staff will be established. A srall steering committee
composed of representatives of the business segnents and law
enforcement that are principally {nvolved will advise the staff
throughout the planning and design. later, a Program Operatfons
Group wi11 be organfzed into 10 to 12 panels to deal with specific
subject areas. Each panel will be provided staff papers defining
{ssues and presenting the available facts relating to the subject
srea of panel concern. Panel activity will be structured and will
have specific objectives to provide recormendations and designs for
action. Finally, criteria for selection of deronstration comsu-
nities to carry out particular action plans will be desianed.

”

The products will be a serfes of reports on th A

. 4
with action recommendations. In addition, rep:rf':ge ::"cb:u:g::ts
of findings that result from staff research.

c. Smg oz“ State-of-the-Art in Progrim Area Proposed in

‘C

Responsibility.

There 1s less known about the subject crimes
agains

gusfness than about any other crirmes. So few gre h:ndled
t{ the agencies of criminal justice, the extent to which

; ey appear as parts of reqular crime reporting systems

f they appear at all, 4s so smll compared to the ac.?tua;'l
ugnitude, as to be unusable. Few prosecuters and fewer
:t'» t:\c:n %vr:i:;dt;g gmrﬁgig to tgevglop any experience

, atin these mes,

data on criminal justice responge is skimpg’..’ms therefore

In July, 1975, the Hational Retail Merchants As
] SOd t

np:esenting department stores with 41 merber mpa:ﬂ‘s’"mmﬁd
?: amr‘cvm‘l:m'y value Joss for the year to crimes of over $2 billion.
: gzumy @f NRMA the responding companies reported apprehend-
tng 963 persons for shoplifting. Few of the losses were due
0 bu;g‘lcry and robbery. The relfability of this estimate {s
?:es% onable due to the undisciplined collection of data; however
ng ose, 1t indicates an even greater cost to the purlic, for '

MA represents only a seament of the department stores and
thereby only a fraction of the reta?l {ndustry. ’

The pravalent books on the subjzct qenerally ha
¢ ve bee

written by successful (and otherwise) 1nves{1nators t:at
provide only anecdotal informatfon on types of crime and
approaches used by investioators. Additional Information
::{ab:ngo:nrg 21:’:‘1:"\';"’ te::tbzg. but these too have 1ittle

n orea
bl At M s c nce by the Yeaders of

The American Socfety for Industrial Security (2SIS
the leading professional assoctation of secuyrgty mgn:;yers.
t;:ainly those who are personally employed by corporations and
t:sﬁitutions of all types. In a recent survey of its merbers
e question was asked, “What problem do you consider to be the
most 1zxpomnt one that you will have to face in the next five
years?" Thirty-four percent responded that emplovee dis-
honesty would be most important, far more than any other
single ftem, There 1s much knowledge in the ranks of the
private security professionals, but 11ttle of this s
quantified, organized and publ{shed, or effectively
communicated to other security professionals. Even rore

B
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fmportent, the acencies of criminal Justice have 11ttle
contact with the problem. The Department of Cormerce
estimates that over €24 bi111on a year {s currently befnq
Tost to crimes against business. 0Nther arnouncerents raised
the figure to $40 biT1lion. MNefther nurber has much basis,
but the fact that such estimates are qgiven hich credibility

- Yndicates the {mpression that prevails amona those who are

closest to the problem.

In general, there 1s 14ttle organized and quantified
knowledge. A major objective of this project is to point
the way to obtaining such knowledge.

Activities of LEAA and Others in Work of this Mature

In 1970 a 410,000 qrant was awarded to the University of
Uitah to investigate certain characteristics of shopliftine
(70-N1-99-6514). The report §s of minor value to this project.

In the area of criminal 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 capahility for

Taw enforcerment investigation and prosecution: however, even
more can be done in the area of encouraqing honest businessmen
to monitor the participation in fencine by dishonest competitors,
or of manufacturers and wholesalers to monfitor the diversion
of their products to 1111{cit marketina channels. In 1974,
HILECJ funded a study of fencinn, which though concentratine
on offender practices, fnvestigaticn, and prosecution, included
the {ntention to study the relation of fencinn to honest
businessmen. The report has just been recefved.

There has been no other work by LTAA, unless throush unknowr
hlock grant sub-grants, in addressinc the particular crimes
that are the subject of this application.

Some non-Governrental acencifes have been active in the area
of these crimes acainst business. These activitics are
almost entirely 1imited to the security branches of industry
assocfations. Such assoclations as the National Security
Industries Association (NSIA), the Natfonal Retafl Merchants
Assocfation {HRMA}, the American Bankers Association ("34),
and others have devoted annual meetings to dfscuss technical.
Tegal, znd other developments in theiw areas of concern and
cormare experiences. The major specialized securfty associa-
tion, covering all types of institutions and industriss, 1s
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the American Society for Industrial Security (ASIS). ASIS
conducts specfalfized serinars, and develops instructfonal
materfals for its various industrial fnstitutfonal divisions.

Recently MCCD becare Interested in erployee theft which {t
calls “workplace crime” and sponsored a short conference on

g t:elgubject. This effort appears to be relatively weak and
shallow.

There are three perfodicals publfshed that occasionally

have articles pertinent to crirmes acainst husiness: Security
Management (ASIS), The Nielson Report (credit card fraud),
and Security World,

It 1s expected that the gqrantee will utilize the results
of the NILECJ research rentioned above, and will conduct

a thorough 1{terature search of a1l writings in the field.
In addition, A'"A's own experfence in studies of comnuter
fraud will be of value. Finally, all major fndustries will
be requested to provide representative lesders for the
spectalized channels. '

D. Relationship with Related Programs 1n Other Interested Law
nforcement and Crimfnal Justice Adencles. b

1. Responsibility.

Discussions have been held with the Departrent of Cormerce,
the Small Business Administration, and with the Crirminal
Diviston of the Departrent of Justice. Althounh each of
these three agencies have sore effort in this area, the
almost complete lack of funds severely 1§mit these efforts.
Each agency 1s lookine forward eagerly to cooperate with

LEAR in this program. Throuch a special condition, the
grantee 1s required to invite selected Federal anencfes to
participate in the appropriate panels that will be establishe.
It is my intentfon to assure that at least one representatfve
of each of the three recetves an invitatfon. In addition,
copies of progress re-irts will be forwarded to the anencies
whenever appropriate, '

2. Related Activities of "ther LFAA 0fffces and Proarars.

a. Orcanized Crime Program (ORD - Enforcement Divisfon)

This prograrm deals with a nurber of crires aqainst
business, including econorfc crimes anainst business.
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b.

C.

d.

Thercfore, cargo theft, scam operations, and bankrupicy
fraud and erininal distribution (fencing) will be consfdered
only to the extent that they do not involve major crimes
and organized crime activities. Cargo theft and scam will
not be considered at all. HNevertheless, 1t 1s planned

that coomunications and relatfonships be close between

the two programs because of their slight overlap and

t:e hoges that methodologies developed in one will assist
the other.

Economic Crime Project of National District Attomeys
Rssoclation (0RO - Adjudication Division)

This project concentrates heavily on consurer fraud of
various types. As such, 1t 1s often concerned with
criminality by unscrupulous businessmen against their
‘customers, therefore it provides a balance for the LFAA
program in that LEAA will now be giving attention to crires
against consumers as well as to crimes agafnst business.

Prosecutors are expected to play an {mportant role in
countering crimes &gainst business. Without doubt, a
product of the anticipated arant effort will be a trainina

program for prosecutors to deal with crimes against business.

This will require the active participation of selected
skilled prosecutor:. Experience qained {n the criminal
consumer fraud program will be valuable here. The grant
applicatfon indicates that an outstanding prosecutor

(Harry Connick of Mew Orleans) will serve on the steerinn
comittee and that a representative nurher will be included
on the varfous panels.

MNCJISS Statistical Plannina.

It 1s intended 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 requirerments.

HILECJ Research and Development.

It is hoped that in addition to the project (mentioned
previously) on criminal distribution (fencing) that the
Institute will participate throuch a desfgnated researcher
that will be involved with the planning process envisioned
by this grant.

3.

Persons Outside of LEAA Hith Vhor This Project Mas Been

viscussed.

a.

C.

Joseph Rosetti, Corphrate Director of Securfty - IoM
Corporation. '

Mr. Rosett! approached the Administrator and the Grant
Hanaacer with a request that LEAA engage in a program of
this type. lhen this proposal was described, he indicated
that {1t was very close to what he had in mind. The
apnlicant has Included Mr. Rosettf as a member of the
projected Steering Committee.

Arthur Bflek, Vice President, Pinkerton's, Inc.

In early 1975, Mr. Bilek approached the Adminfstrator with
the request that the Private Securfty Advisory Coumcil be
allowed to extend its concern to the general area of crires
anainst business. then informed of this proposal, he
responded enthusfastically and was also asked by AMA to
serve on the Steerinn Committee.

Morris LYnch, Director, Departrent of Commerce.

Mr. Lynch has specfal responsfbility for crimes against
business at the Department of Cormerce and mananes the
activities of the Interdepartmental Cormittee to Assess

the Impact of Crimes Against Business. The Grant Manager

fs LFAA representative to this Cormittee. Cormerce considers
the proposed project as an important fnftfative to assist
their public 1n a critical problem area.

AllMce K. Cullen, Small Busfness Administration.

SEA 1s anxious to participate and learn from this project
how to {irprove their own advisory services in the crime
prevention area.

U. S. Chamber of Cormerce.

The Charber has been deeply involved in the developrent
of this project. It has been discussed by thefr Board

of Directors who support the need and the project
enthusiastically. President Lesher is taking direct
nersonal interest in the project. Officers of the Charber
with whom I have been in contact since this procrar was
planned, indicate that their rembership consider this to
be one of the most important law enforcerent innovations
and one that fs a great need for.them and for the public.

secsress i
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¢. Natfonal Retail Merchants Association.

General Manager Gordon W{l1liams of NRMA requested a meeting
in early 1975 with the Adninistrator to ask that LLAA
establish a program to countér these crimes against business.
Subsequently, at the Adminfistrator's dirvection, the Deputy
Administrator met with a delegation cf top rank representa-
tives of the following retafi) industries: HKational Retafl
Merchants Associatfon, Hational Assoctatton of Chain

Grocery Stores, Mass Retailing Institute, National Associa-
tion of Druq Stores. The Deputy Administrator promised a
program as a result of that meeting. This grant will be

the initiation and fulfi{liment of that promise. Mr. Williars

has been asked to serve as a merber of the Steering Cormittee.

g. The 14st of citizens. prosecutors, police, and business
Jeaders that enthusiastically support the initiation of
this project can be as long as the number that are made
aware of 1ts possibility. At the same time, 1t should
be recognized that unless the message {s prirmary and
clear that the ultimate objective 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 sppraisal may result in the criticism
that LEAA 1s trying to help the businessman. The orant
applicant is particulariy cautfous of this possibility
and will emphasize the public value and interest.

h. Edward Davis, Chief, LAPD, and Incominq Pres{ident of IACP.

Chief Davie was approached by the applicant to be a member
of the Steering Comittee. He responded that although
unable to accept this position on a LEAA grant, he personally
considers the project a very important innovatfon and
encourages development.

E. Manacement-By-Objectives (MBE0). 1.215

The Crires Agatnst Busfness Program {s a sub-program of Crime
Preventfon., It 1s 1isted in the DF Guideline M 45C0.1 under
Chapter 11, although the description was not afven. This was
because there was to be only one national grant and the exact
description and nature was not conpletely known at that tire.
For FY 1977 the proaram is corpletely described under MBC 1,215,
Since this {1s the only project under this MDC sub-program, the
description previously afven of the project adequately cescribes

the MBQ sub-program.
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G.

Utflization of Results.

It 13 expected that as a long terr result of this pronram bedng
inftiated with this project, the business and Jaw 2nfbrcement :
cormunities will have developed suftable skills and strategfes, f
business to prevent and detect these crimes and Taw enforcement o
to investigate, prosecute, and advise business, and that both

will cooperate through institutionalized communfcation channels

toward the general reductfon of these crimes agafnst business.

The 1nitfal project carrfed out by this grant will develop the

plan and initfal strateqgfes.. The program will require equal

efforts by 1aw enforcement and by the business community. In

the future, attention should be qfver through correctional

program innovation to dealing with the peculfiarities of the

types of criminals involved.

Honitorfng.

Grantee proaress reports and studfes will be closely ronftored
to assure that project qoals are beinq addressed. The qrant
ronitor will atiend and observe so-e of the plannino sessions,
particularly thase of the Steering Cormittee and the Germeral
Sessfon of all panels.

Principal Grantee personnel will corme to Hashinaton as required,
to report and discuss the status of the project.

Financfal status will be monitored through monthly report reviews.

Evaluation.

Although evaluation will be minimal for this first arant, since
the products will be reports and plahs for future actfor programs,
2 serfous evaluation planning effort will be conducted by a sub-
contractor to the Grantee. This will include the following:

1. Observation of the program planning process engaged in by
the Grantee.

2. Analysis of prograrm objectives to assure that they are
reasurable.

3. Identificatfon of availahle statistical data concerning
the1subject crires that will be useful later in cornarative
analyses, ‘
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4.

Formulation of a detailed proqram evaluafion plan to analyze
impact, cause-effect relatfonshins and projected 1nst1tut¥on-
alizatfon costs that 1s corpatible with the program plan
developed by this grant. ‘

I1. Grant Applicant Information.

A.

Criterfa for Choice of Applicant.

1.

Credibility with Business Community.

The Amerfcan Management Associatfons has a preeminent reputa-
tion with American business for practical business manaqzment
know-how. Its over 53,00 merbers are from every type of
medfur to larce firm in every industry. The AYA Presidents
Association has a membership of more than 11,000 chief
exequtives.

Strong Recorwendation by Othér fusiness Assocfations.

The U. S. Chamber of Cormerce has taken partfcular and active
interest 1n the developrent of this project and, since they
decfded to continue the policy of not accepting any aovernment
grants, contacted AMA and urged their application for the arant.
The Natfonal Retall Merchants Assocfation, also an early
advocate of the program to LEAR, sunports the selection of

AMA, as does the American Society for Industrial Security.

Capabilities of the Applicant.

Founded in 1923 as a non-profit membership corporation, AMA
has specfalized in research, conferences, trafnfng and publica-
tions in every area of busfness and institutional management.

Past Activity in Crimes Against Business Area.

In the specific area of crimes acainst business, AMA has
sponsored a number of specfal conferences and included the
topfc on the agenda of others. AMA published four books on
crimes against business.

Past ‘iork with Government.

In recent years AMA expanded {its training and research
activities to include effective management of covernrent

[
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operations at local, state, and Federal levels. This
program {13 growing.

6. No Corparable Choice.

AMA {s the only organfzation with {rrediate acceptabfility

" to the business community that specializes in program develop-
ment and wmanagerent training for business. Without business
recognition end credibi1ity, much time would be lost in
developing 1t, with the possibility of failure. Detectfon
of crimes acainst business and policy development are manace-
ment tasks, the area of AMA gpecfalization.

7. Desire to do the lork.

This qrant represents z small portfon of the A2 proaram.
Nevertheless, AMA {s matching the LFAA portion in cash,
14miting thefr overhead to well below their audited level,

and assumina a nurber of charces that would normally be
direct. The AMA Comptroller, Mr. Rand, personally handled
the financfal negotfations. They indicate that were LFAA not
interasted, they would attempt the effort alone, hut feel that
LEAA sponsordhip is essential to assure the corritment of law
enforcement.

8. Applicant's Inteqority.

The NA {s a large, well-known reputahble association, as noted

above. It has over 750 employees. Althouch AMA has not worked
for LEAA previously, 1ts work for business and already several

Covernment agenciss deronstrate the hichest level of intearity

and fine reputation.

111. Financial Information.

&, Continuation Requirerents.

It 1s 11kely that application wi1l be rade for second and third
year qrants to complete the planning and to provide expert
assistance to the fnftial deronstration projects. o conit-
ment has been made and AMA 1s {nfored that LCAA would 1imit
{ts continuation of the nroject (not other parts of the prooran
as a whole) to one or at rost two years, These should be at
Yower fundina Yevels, since the rafor plarnning effort wi11 have

been corpleted.
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APPENDIX 2

PLANNING PROCESS

o

PLANNING PROCESS

The following steps were taken to achieve the objectives of
the grant. It will be seen that the procedire 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-
ty.

Step One 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
prssent date. (Membership of the Council is listed in Appendix
3. :

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
executives, law enforcement officers, prosecutors, judges,
private security directors 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,
discussions, 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
criminal justice and business communities, and techniques

of prevention and deterrence was overlooked. As a consequence
we emerged with some interesting hypotheses which could be

put into "model" formulations for purposes of demonstration
and research projects.

The literature survey consisted of reading all the standard
texts on economic crime, sampling extensively from. the

literature of business and private security and analyzing

crime statistics reports (the FBI Uniform Crime Reports and

PSR
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the detailed reports of criminal and anti-criminal activity
from each of the states). The data from the in-depth
interviews and the literature search was then combined so
that we could perform Step Four.

Step Four--drawing upon Steps Two and Three --was to make our
first approximation of the dollar cost to business of various
crimes and ranking the losses due to each crime within
industry type. Step Five, also drawing upon the previous
steps, was to conceptualize some approaches to each of the
five types of problems the grant required us to examine.

This conceptualizing step was based upon our analysis of

data from the interviews and literature search which suggested

categorization of strategies as "Defensive," "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 problems of
purchasing, production, inventory control, marketing and
fiscal control, was seen as an inhibitor of good defensive

and demotivating strategies. The former is the concern of
both the private security system and the business system that
employes it, with the latter the concern of the business system

itself.

The conceptual approaches were submitted in the form.of
discussion papers to the advisory Council, which, in Step
Six, approved/modified, leading to Step Seven, the selection
of priority crimes within priority industries and finalization
of concept papers relating to these crimes/industries and

the grant-required areas of demonstration, research, data
base, communication and institutionalization.  (These concept
papers—--see Appendix 5--formed the input to the Workshop
Panels, the members of which were to expand them into
programmatic form, or modify and then expand, according to
their evaluation of the conceptual approach.)

Step Eight was the selection of persons for each of the
Workshop Panels. Once it was known what crimes/industries/
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
search.

It was decided that it would ot 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
meeting. Mr. Joseph Rosetti was overall Chairperson of the
first meeting in New Orleans (May 4-6), and Mr. Leonard
Smith was overall Chairperson of the second, held in New
York (June 14-15).

The output of these Workshop Panels (a list of participants and
a summary will be found in Appendix 6) after further considera-
tion by the participants, who were sent draft copies for

final review, forms the basis for the recommendations to LEAA
contained in the "Recommendations" volume to which this forms
an appendix. The participants gave their time without
recompense, only their travel and per diem expenses being
reimbursed. The contribution of these individuals cannot be
over—-emphasized.

To complete the planning process there remains an exploration,
by mail survey, of the willingness of business to cooperate

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.
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APPENDIX 3

. CRIMES AGAINST BUSINESS COUNCIL
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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. Chesshir

Manager of Industrial Security
General Dynamics Corporation
Fort Worth Division

P.O. Box 748

Fort Worth, Texas 86101
(817) 732 4811

Mr. Richard Cole

President

Loss Prevention Diagnostics
P.O. Box 263 ;
Mendham, New Jersey 07945
(201) 543 6575
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Mr. Harry F. Connick
District Attorney
Suite 200

2700 Tulane Avenue

New Orleans, Louisiana 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 McInerney

11509 Arbor Drive E
Anchorage, Kentucky 40223
(502) 245 3394

Mr. Kevin Murphy
President

Continental Trailways
1500 Jackson Street
Suite 403

- Dallas, Texas 75201

(214) 655 7946
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Mr. Archibald R. Murray

Attorney in Chief

The Legal Aid Society of New York
15 Park Row

New York, New York

(212) 577 3313

Mr. Robert O'Keeffe

Vice President

Insurance Company of North America
1600 Arch Street

Philadelphia, Pennsylvania 19101
(215) 241 4382

Mr. Joseph Rosetti
Director of Security
IBM Corporation

01d Orchard Rcad

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. Seligman, Esq.

McCaffrey, Seligman and Von Simson
251 E 61 Street

New York, New:York 10021

Mr. Warren H. Simmons, Jr.

Senior Vice President

Personnel and Industrial Relations
R.H. Macy & Co., Inc.

Herald Square .

New York, New York 10001

(212) 0X 5 4400

Mr. Gordon Williams

Vice President

Nationmal Retail Merchants Association
100 W 31 Street

New York, New York 10001

(212) 244 8780
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IN-DEPTH INTERVIEWS
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3 . The following is a list of individuals with whom the staff
% of the Crimes Against Business Project conducted in-depth
5 interviews between the months of February and April, 1977.

U et

Mr. Toney Anaya Sgt. C. F. Buckland
, ‘ 3 . Attorney General of New Mexico Los Angeles Police Dept.

$ 7: , ~ 2 P. O. Box 1508 Robbery-Homicide Division
- E : Qf(d Santa Fe, New Mexico 87501 150 N. Los Angeles St.
T A , ‘ ¥ Los Angeles, Ca. 90012

Coow 2 Ms. Shirley Barefield :

Sy » A State Planning Office of Chief Leo Callahan

b o . ] New Mexico Vice President

f ; : E Suite 403 International Association of

i ' : . S Santa Fe, New Mexico 87503 Chiefs of Police

o | ¥ 1300 N. Broward

R : ) Mr. Hollis Bauers Fort Lauderdale, Fla. 33312
S ' " ] American Bankers Association ‘
S A APPENDIX 4 g 1120 Connecticut Avenue, N.W. Mr. Lawrence Casanova
R - - » 8 Washington, D. C. 20036 Security Manager
) IN-DEPTH INTERVIEWS £ Maison Blanche
e ; : & Mr. Robert Beauvais P. 0. Box 60820
MR : AND , ' ‘ 4 Deputy Director New Orleans, La. 70160
R L '  § Department of Corrections
2 ‘ SUMMARY OF FINDINGS i ] . State of New Mexico Mr. William Corrigan

Post Office Box 2325

Manager, Security Department
202 Galisteo Street

Ford Motor Company

. : T Santa Fe, New Mexico 87501 American Road
b . £ _ Room 423
B ' Mr. Guy Berado Dearborn, Michigan 48121
S Special Agent
i 3 - _ 5 Federal Bureau of Investigation Mr. Richard F. Cross
o ~ . £ D .~ 201 E. 69th Street Vice President
S o . : , : E New York, New York 10021 Bank of New York
SR R ‘ ‘ 1 o 48 Wall Street
] ‘ i Mr. Jim Bridges New York, New York 10015
5 : v , R Security Consultant ,
b ‘ : , -1 Federated Department Stores Mr. D. R. Derning
P ; : ' | O 222 W. Seventh Project Director
i : ‘ i ' j{ : . Cincinatti, Ohio 49202 Standards and Goals Project
S i ‘ Illinois Association of
, gvi ﬂi Hon. Andrew Bucaro Chiefs of Police
SRR . Judge Room 207 ‘
: 8 ;E Municipal Court 841 Spruce Street
(] P 727 South Broad Winnetka, Ill. 60093

New Orleans, La. 70119

-
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Mr. Vernon L. Ewing, Jr.
Executive Director

Retail Merchants Bureau
Chamber of Commerce of New
Orleans

Camp and Gravier Street

New Orleans, La. 70190

Mr. William E. Fleming
Security Director
Marriott Corporation
5161 River Road
Washington, D. C. 20016

Chief Daryl Gates

Assistart Director of Operations
Los Angeles Police Department
150 N. Los Angeles Street

Los Angeles, Ca. 90012

Mr. Robert Gold

Executive Director

New Mexico Retail Association
320 Galisteo

Suite 203

Santa Fe, New Mexico 87501

Mr. George E. Hall

~Statistical Policy Division

Office of Management and Budget
Washington, D. C. 20503

Mr. John A. Herring

Law Enforcement Planner

Metropolitan Criminal Justice
Coordinating Council

Lew Wallace Building

513 Sixth, N.W.
Albugquerque, New Mexico 87102

Mr. Vernon Hoy

Director

Arizona Department of Public
Safety

2310 N. 20th Avenue

Phoenix, Ariz. 85009

Mr. Joseph Jordan
Commissioner of Police
Boston Police Department
154 Berkeley Street
Boston, Mass. 02116

Mr. Clarence Kelley

Director

Federal Bureau of Investigation
Ninth and Pennsylvania, N.W.
Washington, D. C. 20535

Mr. Alex C. Laubach
Assistant Manager
Security

Western Electric

222 Broadway

New York, New York 10038

Mr. Richard B. Leonard

Coordinator

Metropolitan Criminal Justice
Coordinating Council

Lew Wallace Building

513 Sixth, N.W.

Albuquerque, New Mexico 87102

Mr. Steven Luchik
Howard Johnsons

6000 N. Lakeshore Drive
Chicago, Ill. 60611

Lt. Bill Mossman

Los Angeles Police Department
Bunco-Forgery Division .

150 N. Los Angeles Street

Los Angeles, Ca. 90012

Mr. Robert Ogren

Chief of Fraud Division
Room 3800

U. 8. Courthouse

Third and Constitution, N.W.
Washington, D. C. 20001

e et

Dr. Grace Olivarez
Director

State Planning Office of
New Mexico

State Capitol Building
Suite 403

Santa Fe, New Mexico 87503

Mr. Thomas Purdee

Executive Director

New Orleans Chamber of Commerce
301 Camp Street

New Orleans, La. 70130

Mr. Benjamin Renshaw

Director of Statistics Division

National Criminal Justice
Information and Statistical
Service

U. S. Department of Justice

Law Enforcement Assistance
Administration

Washington, D. C. 20531

Mr. Thomas W. Sena

Captain

Los Angeles Police Department
150 N. Los Angeles Street

Los Angeles, Ca. 90012

Mr. John L. Schwartz
Manager, Corporate Security
Abbott Laboratories

l4th and Sheridan Road
North Chicago, Ill. 60064

Ms. Karen Strom
General Manager
Howard Johnson

6000 Lake Shore Drive
Chicago, Ill. 60611

Lt. J. L. Terlizzese
Commander

Organized Crime Bureau
Police Department

1300 N. Broward

Fort Lauderdale, Fla. 33312

Mr. Richard Visini
Executive Director
Broadway Associates
1133 Avenue of the Americas
New York, New York
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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
economic crime across the country.

® There is little or no hard data on losses to
business due to non~violent c¢rime,; either at the
macro or micro levels. Even the relevant importance
of employee theft versus shoplifting as contributors
to retail shrinkage is not known by the most sophis-
ticated stores. Currently the split is thought to
be close to 60:40 ratio in favor of employee theft,
although this is variable from area to area and 1is
unquestionably 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 recoxd keeping and stock/fiscal controls systems
are an invitation to employee theft, from pilferage
to embezzlement to commercial bribery.

e Business people should tighten their security
systems, which are perceived as typically lax in
the case of the smaller organizations.

e Good relationships between employer and employee
contribute significantly to the control of employee

theft of all kinds.

e Only a small proportion of crimes against business
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 crime
is that the judicial system is seen as inefficient
and excessively lenient. Major steps have to be
taken to improve both the reality and the image
of the judicial system (a separate shoplifting court
was seen by one¢ respondent as a useful solution,
although this is only one small step in dealing with
a large and complex problem.)
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The criminal justice s

ystem responds to public
pygffure and currently the public concerg is with
v;o;ent crimes. Business must communicate to
the public and the criminal justice system that

the non-violent cri ] .
rime 1s of major siqgifj
the economy. J gificance to

Public pressure aside, the criminal 3 i

does not want--and cannot allow itéei?iftgebZYStem
saturated with the mass of shoplifting and pilferage
offenges. This has to be the role of private J
Security, working closely with the public criminal
Justice system, not independently of it.

Because of the importance of their role ‘

: t
be hlghgr stangards for security guards: ggiirggit
gpards in particular are very frequently ill trained
and psyghologlcally unfit for their role
have prior criminal records. )

Privacy legislation has made it ver 1ffi
employers to screen potential emploieg;fgéggigigor
past offensegﬁ Although conviction records can ge
;egally gbtalned, they are difficult to come b

in practice. Further, past employers are veryy
rgluctant to inform a would-<be hirer that an indi-
vidual was terminated for theft. There is extreme
perhgps excessive, sensitivity to the possibilit '
of violating the Privacy Act and, indeed, of beigﬁ
accused of a variety of civil Tights vioiaiioﬁgj v

Insurance companies require ver i i
: . Y little in the wa
of security as prerequisites for policies. The Y
cost of a claim is passed back to the consumer
:niaﬁhe 1?sgrance companies recoup the payment of
ge claim within three vea ia i
il Years via increased

There needs to be an education/ i i

: : communication pro-
gram between'bu51ness and the criminal justicg °
system, particularly relating to business' learning
to protect themselves and the responsibilities they

‘have.

Values such as honesty and civi ibili
C responsibilit
must be taught and reinforced in the schools. Y




® Organized crime is heavily involved in white
collar crime. (Although not within the purview
of this grant, any on-going anti-economic crime
entity will need to recognize and deal with the
impact on organized crime respecting business.)

e 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 respondent
mentioned the role of insurance companies in encouraging
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 behavior 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
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 cn 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 guidelines and

improved communications between business and criminal justice

communities were suggested as possible answers to the latter
problem. ’
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APPENDIX 5

CONCEPT PAPERS:

Demonstration Projects
Research Projects
Suggested Criminal Justice System Modifications
National Data Base

Communication and Institutionalization
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Figure 1

CRITERIA FOR SELECTION OF TARGET CRIMES

wed
2 DEMONSTRATION PROJECTS
Introduction DEMONSTRATION RESEARCH
. It is evident that one cannot combat crimes against business A
| . in a piecemeal manner. The pieces interact and a total Economic Impact of the Crime Actual or P i i
system has to be designed in order to obtain the maximum on Society - Impact of Aggigzizioicggo?;:

impact on the problem. It is also clear that there are
three strategies which must be pursued - defense, deterrence
and demotivation. Defense--"hardening the target"-~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 training 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

Research Findings

Feagibility of Emergency of
Valid Research Findings

Recognized High Priority by Recognized High Priori
Business , Busigess gh Priority by

High Probability of Measurable

justice system and some proposals in this area will follow. Achievement

Demotivation refers to reducing the motivations to commit

the crimes; some of these motivations are rooted in social Generalizability to Small as Generali ili

and socio-economic circumstances which go beyond the scope Well as Large Business and Well Zilgzgsélgiszgegga:;das
of this project, crucial though they undoubtedly are; others to Several Types of Business to Several Types of Busi
relate to the spread of "counter culture" attitudes which Operations Operations iness

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 inequities in pay or promotional
prospect, working conditions, etc: these can be addressed
but probably not under LEAA funding.

)

Our demonstration program recommehdations, 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 criteria for selection of crimes for demonstration
purposes and the data to which the criteria can be applied.
Figure 1 shows the criteria used, which are essentially
economic impact, recognition of importance by business,
feasibility of havihg an impact which can be measured.

The loss statistics used are the "best estimates"

! gquoted in the "Statistics Paper Part I", which enables
us to rank order overall economic impact. Figure 2 shows
the selected target crimes by industry. '

We have eliminated, as crimes for demonstration purposes,
; arson* (because this is a topic that needs research before
) ' any recommendations could be made, so inadequate are

the data) and burglary (because police forces already do

* Other than arson for insurance fraud.

% 4 5-1
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a great deal in this area).  Embezzlement and securities
theft/fraud have not been singled out for a specific
demonstration project, because it 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 overall program; they are too important to

be neglected. Our approach is to treat them by means of the
"across the board" measures which will be proposed (particu-
larly the creation of an economic crimes unit attached to
the District Attorney's office and an evowed policy of
prosecution by the District Attorneys and by the business
community.)

("Organized crime" is also omitted from consideration, since
it is outside the terms of the grant, being studied by other
groups within LEAA.) : :

We have selected industries on the basis of the overall
importance of a given crime to society as a whole and its
relationship to a given industry, the economic importance

of the industry, the specificity of an economically important
crime to an important industry, and the extent to which

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 hi-jacking,
mostly an organized crime activity which is covered by
specialized agencies). We have suggested light manufacturing
(this could be the electronics industry or machinery)

because it is economically important and vulnerable to
employee pilferage, a nationwide evil. Retailing and the
insurance industries have been selected because they

are economically important and extremely wvulnerable to
certain crimes.

General Concepts, Relevant To All Industries
And Crimes Against Business

Deterrent

We propose that, in a selected community (preferably
medium-sized and self-contained ), there should be estab-
lished certain general programs and organizations, most
important of which would be an economic crimes unit
attached to the prosecutor's office. It would be given
particular training in the nature of and investigation
of, economic crimes against business. Typically (and

5-=3

SUGGESTED DEMONSTRATION PROJECT TARGETS

Figure 2

(CRIME AND INDUSTRY).

Crime

Employee Pilfering

Commercial Bribery

Securities Theft/Fraud )
Embezzlement ‘ )

Arson
Burglary

Vandalism

Shoplifting/Guest
Theft*

Insurance Fraud

Check Fraud

Credit Card Fraud

Industry:
. Manufacturing
Retail (Light)
* *
1** l**
3 2*
: * %

See Note at Foot of Figure

Excluded

Excluded

NA

* %

Excluded

Excluded

3*
* %

NA

NA

NA

$ = Rank.Order of Estimated

* = Feasibility of Impact and Measurement
** = Industry Concern
E]:= Selected for Demonstration

NOTE:

measures recommended are expected to have some impact.

5-4

Hotel Insurance
]

43 2
Excluded Excluded
Excluded Excluded

4 3
*
1** NA

NA 1*

* Kk
5 NA
6 NA

Althdugp not dealt with as specific, measurable projects,
combatting these crimes will not be overlooked.

The general

i
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understandably) these units, 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

would be a mix of management, criminal method and investi-
gative subject matter, to be designed for general use among
all such groups and by prosecutors and police (in modified
forms). '

Another basic deterrent strategy would be a joint public
commitment of prosecutors and business to prosecute. We
suggest that in the case of businesses, a club or league
should be formed in a community (it could be affiliated

with the Chamber of Commerce) of business managers committed
to this policy. Retailers would carry its emblem displayed
prominently, and all employees would receive this philosophy
in their employment policy documents.

Defense

Another general type of program would be training (by
workshops or seminars and publications)of business people--
especially those running small businesses in the identifi-
cation of vulnerable points in the flow of material,

money, information, etc, in the hiring of staff (what can
and cannot be asked, what information can be gleaned

from what source about potential employees), the physical
design of the "plant," and how to deal with identifiable
vulnerable pcints. In other words, a loss-prevention
systems analysis.

This is described in the Communications Strategy paper,
but it is necessary to consider it as part of the total
system being proposed.

-

Demotivating

Conduct public 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 being
established in the community, and the economic folly of
continuing; a) driving small independent concerns out of
business; b) in any case having the cost of crime added
o the grocery bill. These meetings and workshops should
be conducted by charismatic individuals who are "heros"
to the audience being addressed. ‘

ik
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This type of program should be extended by audio-visual
presentations, also using these "hero" figures. -

All communications efforts should stress the importance
of good relations between employee and employer, especially
at the supervisory level. To match these attempts at
consciousness-raising, in-house programs should be designed
to establish a good organizational climate in businesses
that have morale problems. This would involve diagnosis
followed by specific programs,including those related
to the inclusion of loss control as a variable in job
P evaluation of supervisors and such obvicus morale-builders
as improvedcontrol over work schedules, more equitable
and visible promotional structures and processes, etc.

RETAIL INDUSTRY

Employee pilferage, shoplifting, vandalism, commercial
bribery and check fraud are of major concern. In addition
to the general elements so far discussed, we propose the
establishment of a special court, to deal exclusively
with the non-violent crimes against retailers (excluding

% burglary).. Judges would be rotated through a "tour of
duty" and would be encouraged to attend meetings of con-
cerned groups and read the specialized literature being
prepared for the proposed training of police, prosecutors
and business people as detailed in the Communications
Strategy paper (as well as above).

MANUFACTURING INDUSTRY

The proposed general program would form the basis of the
demonstration project in a cormmunity with an appropriate
R 4 type of manufacturing- industry. The seminars, workshops
and in-house training programs would, of course, be
tailored to the particular characteristics of this kind of
business.

We would also expect this group formally to establish and
P announce a "no kickbacks given or received" policy and, again,
prosecute for any established case.

The importance of employee vandalism in many manufacturing
plants suggests that here is a case 'where programs stressing:
a) supervisory responsibility for loss prevention and also

L4 for establishing good relations with,employees,_apd; ?) some
employee relations and personnel management training 1n
general would be of major importance.

D T
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HOTELS
The petty frauds are someti i ‘
. . mes collusive, between j
—_— ;gg ngii:?: zgggszeré and/or between reéairer andlgsgiigd
at of prosecution could bab .
many of the typical offenders, if i Pmade oredirer
¢+ 1f it were made i
by the proposed overall commital of the crimina§r§g;:i§e

In addition to the general programs that are as applicable
to hotels (and, indeed to service industries as a whole)

as to any other industry, it is proposed that one or more
hotels/motels in a demonstration locality, with especially
high "guest-theft" problems should experiment with specific
defensive strategies to combat this problem. Expert advice

is needed here, but one possibility is to have room keys 3 demonstrati ;

handed to a designated floor supervisor (housekeeping) B ation community.

on check out, who quickly inspects the room before the X With respe .

guest.is handed thg bill. Eviden;e of theft would be. ; companieg ?:.;? é22§§§2k5?91§{§e crimes against insurance

%mmedlately communicated to security who would then directly :iﬁ) placing of responsibilit ’ m policy statements, the

interrogate the guest. Complementary to this there should N the general model of for ylupon lmmediate supervisors and

be notification to guests that rooms are subject to ' ~ cution, etc, as discussegae1:23ﬁ:§§e§hgﬁT§l§m39t ;0 prose-
: e implemented.

inspection upon check out and that losses may lead to
questioning and possible report to the police, etc. It is
hypothesized that the risk of such embarrasment would deter
the typical "rip-off" guest, but not, of course, to the
professional. Geood public relations would be called for

to avoid undue offense to non-offender guests. The trade-
off between loss due to guest-theft and loss of business

is one that has to be measured in evaluating any such
program. : {

e

3

Commercial bribery 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 | i

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

but pervasive fraud, such as inflated automobile repair

work charges, should be the focus. i

With respect to fire insurance frauds we propose that a
formal link be established between police, the proposed
economic crime units and the fire marshal's office, so that
all suspected arson cases where insurance is an issue--a
fact which can be drawn to the attention of the economic i
crimes unit by the insurance company if it so desires--can 3
be investigated as suspected economic crimes. (The training
proposed for the economic crimes unit would encompass any
legal and technical aspects of insurance fraud that called

for special knowledge.) 3
iy
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' - PROPOSED RESEARCH PROJECTS
") ADDE ’

Introduction

.| As a result of the Crimes Against Business_Counc1t meeting
L in:Washington, D. C on March 24/25, 1977, 1t hai izn

S agreed that Fencing should be.added as a crime 2 ® e

‘ included among our demonstration projects. Strateg

for this particular project have not been agreed upon.

In dealing with a topic such as Crimes Against Business,
there are numerous possibilities for meaningful research.

The criteria used for identifying the proposed projects
were as follows: i

e the suspected actual/potential economic impact

-

e the applicability and generalizability of the
findings

e feasibility of the research effort

e et g e R S

T e

® recognition of priorities of business

-

® general lack of information in the area

g et e

-

The attached outlines for proposed research address the
general questions:

po :
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").

To determine whether it is possible to define and
catalogue potential modus operandi of potential
crimes and demonstrate effective models of detection

on the basis of these mo's (No. 2 Computer-Assisted
Crime) .

To determine whether current legislation is sufficient
or if changes in statutes would provide for more

judicious and effective processing of Part II crimes
(No. 3 Legislative Package).

To determine if it is possible to abstract and
determine the actual cost-effectiveness of prevention
and deterrence efforts by determining the actual
dollar impact of crimes against business (No. 4
Econometric Analysis of Crimes Against Business).

fr

T
« it B




. S }‘\
M :
‘ R R N ST PR U S T SR

o~ o .
1S £

L

-

5. To determine whether it is feasible to develop a
prescriptive package for law eriforcement apd _

\ prosecutors to follow in developing economic crime

i cases. The primary intention would be to enable them

! to pass the screening procedures of the prosecutor's

;g office (No. 5 Model Package for Prosecution).

Research Project 1. Pred}ctors'for Arson (Insurance Fraud)
: ’ and "Bustout Schemes"

i A e R

There is general agreement that the occurance of arson

£ id d haustive of the needs (insurance fraud) and "bustout schemes" become more prevalent
These projects are not considered ex ,

in the area, but they do attempt to deal w@th a brogd_range

of the issues which are relevant to effective }dentlflqatlon,
! prevention, investigation and deterrence of crimes against e
s business. ' o

during times of economic recession. In most cases the
insurance companies and police departments are reactive

in their investigative attempts to identify the individuals

bt S e T B A S A

responsible. The purpose of this proposed research effort

i% is to determine if some common factors‘can be identified
ééﬁ with regard to the histories of £he businesses which have
ii - been destroyed by these crimes. Following identification
- of such variables it would be possible to track potentially
ji vulnerable businesses and presumably determine a constructive
course of prevention.
zg Procedure
| Insurance investigators and municipal fire inspectors would
provide initial identification of a population of businesses
’Eﬂ which have been subjected to arson or "bustout schemes."
: | Analysis of variables such as: -
vi e credit rating | ® single owner/corporations
‘¢ ; e loan extensions '@ business losses
§ : ® geographic locations e profit picture
i
| :
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would be attempted to determine a profile of the "typical"
business subject to theSe schemes. Secondly, an in-depth
analysis of the trends profile of these busiﬁesses would
be requiredrté determine which factors are>most likely,

to provide Economic Crime Units with reasonably reliable

nprédictors for the occurance of such schemes.

In order to be useful, this information would reguire a

standardized technique for tracking businesses within a

given community.

5-13
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Research Project 2: Computer-Assisted Crime

There is general agreement that the proliferation of

computers provides a vehicle for enormous potential

P

losses. Two fundamental problems associated with this

statement concern:

® The lack of information'regarding how these rip
offs can be accomplished.

e The lack of information which defines the extent
to which these losises are currently actually

occuring and have not been identified.

Procedure

This research project presumes a two-phase effort.

I

Phase I. In order to elaborate the ways in which the computer.

can be used in nefarious rip off schemes; it is suggested
that a "think tank" of high-level computer specialists

be brought together and given the mahdate to develop
prototypic- models of computer-assisted frauds. These models
would be developed for é variety of simulated situations
which closely approximate the actual uses of the computer

in a variety of business enterprises.

The nékt'step would require this "think tank" to develop
detection techniques required for active identification

and investigation of these "model" computer rip~offs;

,“‘::-—-—j
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This stage is extremely important considering the fact that
in most audits the primary focus is on "balancing the books"

rather than looking for fraud.

Phase II. This phase would focus on the identification
of and the magnitude of c&g;ent losses being sustained by
a random sampling of businésses. It woulr require the
active cooperation of business executives to allow an
unannounced audit of COmputefaprocedures by the."think
tank"” personnel. These audits would involve the application

of the detection products developed in Phase I.

An anaiysis of these findings will allow a more accurate
projection of current and future potential losses than is

currentiy available according to more conventional techniques.

St ettt o e
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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 cohesive, well-function~
ing system that is a true deterrent to criminal behavior;
a system that swiftly and fairly punishes those who are

guilty and exonerates those who are innocent.

Crimes must be re-defined in light of our present sophisticated

society, and 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 interpretation, for on such foundations laddefs are

built to allow guilty parties to climb above the intent
of the law.

The law must consider new and novel approaches to writing
statutes, allowing the punishment to fit the crime. The

law might decide to'eliminéte some of the judicial discretion
abounding so freely and seek to establish mandatory minimum

sentences for repeat offenders.

In any event, the law must be made contemporary. And in no
field does the law seem to be more archaic than in the

field of business and economic crime.

5-16
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Procedure

A comprehensive review of existing federal and state

gtatutes with respect to economic crimes must be undertaken.

The review must cull from existing statutes those provisions

that appear relevant and have led to high rate of conviction.

Statistical data should pe reviewed determining which courts

are prosecuting which crimes, and with what success.

Bar Association and other panels should be set up allowing
the vast reservoir of legal talent to formulate model

statutes in areas that they feel are unproductive.

State legislatures should be canvassed to determine if pending

bills have any relevance to economic crime.

various other agencies, associations, panels, etc. should
be contacted in order that all existing or prospective

laws are gathered for review.

After such a gathéring of information, model statutes

should be drafted to be -used on a national basis.

e i

g
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Research Project 4.

Economic Analysis of Crimes Against
Business

It is currently accepted practice to quoté a 24-40 billion
dollar loss to business and the economy due to criﬁes against
business. It is presented that this cost (loss) must also'
be added to related costs of maintaining private}security
forces and the ériminal justice system. It is often

presumed that a considerable portion of these costs/losses

is passed on to the consumer, through increased prices

which in effect contribute to the general inflationary

spiral and the inability to sell many products to foreign

markets (imbalanée of payments).
Procedure

This research project propcses an econometric analysis of
the actual dollar cost and impact of Crimes Against
Business on:

e individual businesses

e the consumer

e the national economy
This analysis, in effect, will attempt to define the way
in which the presumed impact of crime compares with the

actual recirculation of the dollars withdrawn from

legitimate business due to crime. Secondly, the analysis

rotfr e i e
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Research Project ‘5. Model Package for Prosecution

| , will examine the actual cost/benefits of maintaining the

- current criminal justice system with regard to the dollar The current drop-off rate from arrest to prosecution is

savings for the population of business regarding criminal approximately 30% for economic crimes. Law enforcement

losses. Finally, this analysis will attempt to define officials often claim that prosecutors screen out "good"

the direct and indirect ways business losses and security cases which should be prosecuted; while prosecutors refer

_expenses impact the cons r and business 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 proposed research project will attemp to define the
criteria used by prosecutors for screening economic
crime cases. On the basis of this information, a model
package will be developed for investigations, defining

minimum standards of evidence required for prosecution.

Procedure

Prosecutors with economic crime units will be solicted for

their cooperation. Screening techniques will be reviewed

~with the intention of defining 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.

On the basis of these variables, a prototypic investiga-

— W

tive package will be developed'which will include require-

ments for passing the screening criteria used by most

prosecutors' offices.
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This information will then be made available for dissemination

through workshops, seminars, end pamphlets to law enforcement Suggested Criminal Justice Modifications

officials and prosecutors nationwide.

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 meanlngful criminal
penalty or ‘sanction.

™
[
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Therefdre, if we are to fashion a credible deterrent to
commercial crime, the prosecution thereof must become more
than an empty gesture or a sporadic act.

New and innovative statutes must be written to adequately
deal with the sophisticated and sometimes complex nature
of commercial crime. . In addition procedural devices must
also be fashioned so that the criminal justice system can
properly and fairly prosecute and dispense justice with
regard to these crimes.

Cognizant of these conditions the Council has endorsed
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 imposed, when the magnitude Qf 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 (mlnlmum of §25 to a
maximum or $100.)

The statute is ineffective and dounterproducﬁibe. ¢
Although it is repealed effective July 1, 1977,

i
i
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® Establish mandatory prison sentences for any

it is illustrative of the fact that with respect
repeat offender, notwithstanding the crime.

to certain commercial criminal statutes, the
criminal justice system does not provide adequate

SO penalties, nor does the criminal justice system Long a controversial topic, the Council feels
attempt to fully address the magnitude of the it must be considered, notwithstanding the
problemn. obvious consideration that judicial discretion

will be severely limited.

As the legislation with respect to statutes should

become more cognizant of the range of penalties It should be noted that the proverbial "one bite

e e o e e S B A T

'~\$ imposed, so too must we look to the various aspects 1 of the apple" is allowed. Judicial discretion
of sentencing with respect to the variety of : i as to prison confinement is not eliminated until
commercial crime. ~ s the party being sentenced has already been pre-

3 viously convicted. The length of the mandatory
Recently, a group representing real estate devel- | : sentence may either be statutorily prescribed or
opers in the Southwest perpetrated a fraud upon ) | : left to the discretion of the judge hearing the

. the public, reaping a harvest of over 200 million - L case. g
dollars in profit. The guilty parties were tried | i
and convicted. They were sentenced to a maximum 1 ® Establish the use of increased penalties for
of two years in jail, such time to be served during ; g repeat offenders.

—

S T NS, K i s

v gy S ST 3

the week only. The perpetrators were allowed to go @

home on  weekends.

It is submitted that sentencing of this type, after
an acknowledged theft of over 200 million dollars,
makes the prosecutorial deterrent nonexistent.
Under these conditions such acts will continue to

be committed no matter what the written law

Oncg gggin, this provision is aimed at the
recidivist. The knowledge that increased penal-

ties apply to a repeat offender will ho '
deter possible future crimes. pefully

Establish the use of multiple offender
statut
to focus on the career criminal. Hes

proscribes. '
. . . Applicability of multiple offender statutes is
® Create separate courts dealing with non-violent : often ignored by prosecutors. However, if utilized

crimes against business. consistently by each prosecutorial office, the
deterrent effect is obvious. !

2L

; The City of Chicago has instituted a concept long :
championed by the retail industry. A separate | D ® Provide both criminal and civil sanctions to those
court dealing only with retail shoplifiting has ' convicted.

: been established. |

L For example:
8 Advocates of this type of alignment believe that
g the congestion of the regular courts will be ,

i alleviated. They believe that a judge will be

5 more inclined to view the seriousness of a non-

i violent crime without having to compare it to a

¥ violent crime. Judges and prosecutors will
become more expert in commercial crime and better

- the_guilty party must make restitution of all
monies or property;

- Fhe gu?lty party is precluded from engaging
in similar business or practice.

e able to understand otherwise complex material and A person may enter a particular commercial

| testimony. endeavor, defraud various businesses in any number
%i

i

|
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of ways, and somehow be caught. Yet, after
trial, conviction and sentencing, it is conceiva-
ble that this person will be required to pay
merely a nominal fine, keep the fruits of his
labor and re-enter the same business to concziva-
bly beyin the cycle anew.

Ostensibly, common sense would dictate that the
law prohibit this person from beginning the same
sequence again.

Conduct a comprehensive study of all statutes
having relation to crimes against business. Such
a study should seek to re-define these crimes,
recognize the limitations of the existing statutes
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 long-standing problem from a different
perspective.

In the State of Minnesota the penal law now includes
a provision against the possession of shoplifting
gear. It provides:

Whoever has in his 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 or both.

The implication is clear. This state has sought
to confront the shoplifting problem at its incep-
tion and has made the maximum penalty quite severe
in light of the penalties enumerated in other
statutaes. Innovative statutes similar to this
Minnesota statute must be considered, and their

feasibility measured.

® Create specially trainéd units assigned to the
gollce'and prosecutorial staffs, 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.

Lay engorcement must acknowledge that commercial
crime is complex and difficult. If a person is
mggged, he will know it immediately. 1If 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.

Accgrdingly, specially trained units must be
a551gngd to investigate and prosecute commercial
cases in order to effectively process them through
the criminal justice system.

e Set up a procedure whereby the sentencing judge and
prosecutor are notified when an individual comes up
for parole.

It seems obvious that the prosecuting attorney and
sentencing judge would have meaningful 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
business does pay. And it will continue to proliferate until
meaningful commitments are made by legislators, police, pro-
secutors and the judiciary.¥*

* 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 rgport and prosecute offenders, etc.) then the
commitment made by the criminal justice system will
remain an empty gesture.
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Better laws, investigation, prosecution, sentencing pro-
cedures, and education are all necessary before our
criminal justlce system is made  to functlon effectlvely
to deter crimes against business.

.

5=27 "

N .
i :
)
i Some Recommendations for a National Data Base
;f In the first phase of our information collection process,
: the staff of the Crimes Against Business Project attempted
; to locate and assess the current statistical base regarding
& the economic impact of crimes against business. This
4 phase focused on: ‘ ‘
}Q\*“.f;:‘:—' ’
f? e sources and extent of available data:;
£ ' ' '
i e gaps in available data base;
f‘ e accuracy and adequacy of current data collection
- methodologies.
g : ‘
. On the basis of the information complied, preliminary -
% recommendations were made for provision of a reasonably valid !
i - national data base respecting the economic impac¢t of crimes :
e . against business. f
f  The following recommendations are excerpted from our "State .
%\3 of the Art" paper of March 1977 as approved by the Crimes
g Against Business Advisory Council.
1
;éﬁ
& ;'
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Preliminary .Recommendations

pata collections should serve several purposes in addition
to scoping out the dimension of a problem. The recommenda-
tions set forth below describe methodological alternatives
which take into account the conclusgions/problems described
in the previous sections, and the need to accomplish the
following through the process of data c¢ollection.

e Provide an incentive and a vehicle for individual
businesses to assess the impact of crime on their
profit picture and make crime loss a management

issue.

e Establish communications between and among
" pusinesses and the Federal government which
brings crimes against business into focus and

priority attention.

e Provide information to raise the consciousness
of the consumer vis-a-vis the impact of crimes
on the general economy and inflation.

e Provide baseline data to assess within each
organization and nationwide the impact of
programmatic efforts to reduce and prevent
crimes. against business. :

With these purposes in mind, the following recommendations
are described in summary form. The first four are not
mutually exciusive, although it is likely that if both

1 and 2 (collection from business by a modified tax
return or via a special data collection effort in a sample
of businesses) were found to work, only one would, in fact,
be the basis for a nationwide effort.

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 limited to larceny, embezzlement and robbery
(see Appendix L). IRS supplemental schedules for forms
for gains and losses could potentially provide an accurate
source of information regarding the loss figures sustained

by businesses due to crime.

TR

2

Curfently, it is not possible to i

parcel out these figu
on corporate tax returns as the schedule groups togeghgis
allowable 1osses.and therefore the source of the loss
cannot be determined from the gross figures.

Secondly there is generally collusion A

s ae 4 among executiw
all‘leve}s‘of a corporatlon to "bury" suchglosses ungzrat
alternat;ve categories and thus prevent identification of
1gsses directly due to theft (which companies and executives
find embarassing).

A modification of categories on the s lemeﬁta f i
the explicit requirement to identify :zguratelylthgrga:tgg
og the loss could provide direct, reasonably accurate data
Since tax forms are filed yearly these figureg would )
reprgsent an ongoing data gathering process which could be
comp;leévand reported by the IRS in in its publication
Statistics of Income - Business Income Tax Return. ’

Groundwork would have to be done to il1i

7 generate the willin
coopergtion of business by indicating that thig is the J
most dlgcrete agd confidential method of collecting statis-
tics which are important to business.

Advantages

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.

e T@g.IgS tax:machinery represents the most direct,
efficient, 1nexpensive and accurate method for
generating statistics on an annual basis.

e The IRS could maintain the confidentiality of
the information from sources and therefore would
be the most likely of all Federal agencies to
receive accurate information. '

® Tpe IRS would be able to analyze these f£figi
with regard_to a variety of eriables;-e%g?fe:ize
of corporation, geographic location, personnel
expenditgres, type of business organization, etc.
';ince this information is available off the tax ’
orms. '
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T equivalent data from Cooperators. Corrective i i
L could then be applied to improve the estimte,wgéggit;r-!g
%‘ ; o crepancies were found.
; e The IRS would have information from the entire o ,
L T population of businesses rather than a sample. ] We anticipate that a sample of about 10,000 businesses
L This could help overcome the reluctance of b would be adequate for the purpose of estimating losses
Ty individual businesses to reveal 105§es foF fear ﬁ » making comparisons between broad industry groups~(variéus
- their credibility will be reduced vis-a-vis i categories of retail and wholesale business, of manufac-
. competition. turing, of service, finance, insurance and trénsportation)
X Subjsamples of the total panel sample would be replaced )
- : £ , at intervals, with new units. This procedure can be ’
o Disadvantages . optimized to give the best combined  estimates of losses
o . . . ¥<3 at a particular time and of trends over time. It also has
B An effort would be required to establish a reporting require- 7 the advantage that dropping a cooperative business from the
’ | ment for IRS to gather this data. IRS refused a similar g study after, say, two yearsenables that business to drop
3 request made by the Department of Commerce in 1975. It : the sophisticated data collection effort if it finds it
| is unlikely that they would be immediately favorable to 1 onerous and not, for its own purposes, cost-effective.
| such are request in 1977. ) On the other hand, if it finds such data to be a useful
g S . i management tool, then it would pPossibly want to continue
! Unless businesses can be persuaded that it is in their own ‘j without federal support for the effort. From the Viewpoint
i best interest to report accurately, they are likely to resist \ of data validating per unit, a panel has the advantage
| any such additional change in the IRS reporting format. : that one is not relying upon data gathering by non-standard-
| . B £ 1zed.mgtpods (or upon memory) in order to obtain the
433 Reporting may still not be‘accurate with f?garg to loss £ entries in. the recording schedule. A unique, standardized
' category. Business may still attempt to "pury" figures in i ® System, using very rigorous ang explicit definitions of -
i order to prevent disclosure of actual losses and the split f each crime category and explicit means of measuring, would
| between shoplifting, internal theft and non-criminal u be established at the outset in each cooperating organization
B "shrinkage" of inventcory would remain extremely difficult : Once this system was in place, reporting would not call for
g to assess in the retail industry. ; ’ g personal, face-to-face interviews; returns could be made by
i J Texl, although some monitoring visits would be in ordac.
i | . 3 The panels could be exténsions of the existing commercial
5 2. Representative Sample Panel of Businesses . : . victimization surveys. '
This proposal envisages an analog of the Victimization 'f S :
Surveys, with business organization as the sample unit. = , Advantages
g The sample would be some form of stratified (by type of 1 - o
B business, size of busipe§8, geographic arga) randgmlsamP e : 3 4 No legislative changes would be needed to establish these
b within selected communities. (Prgbably dlfferent}a a g panels and, given a truly representative sample, the loss
¢ sampling fractions would be used in some strata, in order 3 figures could be made sufficiently accurate for all
to improve the reliability of estimates for particular i : practical purposes (although the shoplifting/pilferage
i industries, etc. Weighting would be used to obtain ; breakdown would still be in doubt without a further step,
i national estimates.) ! as described in 3) below). The NCJIISS would analyze
i and disseminate the data as part of its standard service.

It is envisioned that ‘the businesses that consgituted the
sample would form a ranel, continuously rep9rt1ng losses
over a two or three. year period, from the time of enrollment,
before being replaced by new units.

Disadvantages

Even with the proposed sample size, there would be
considerable restriction on the fineness of analysis that
could be performed, compared with a census such as

tax returns would provide. There is also the danger that
despite all checks and corrective weightings, a bias

o Bias due to difference between those organizations that
o cooperated and those that did not wou%d have to“be.

o investigated, presumably by taking a once_only .plcyure
i of a sample of non-cooperators, and comparing this with

) | | 5-31
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' ’ i i . because of differences
1d enter the estimation process kL .
gz:ieen these organizations that joined the reporting

panel and those that did not.

In any system,

the problem of identifying the crime (as

i i and, as
igti from the fact of lossz SFlll remains )
2t:€;g?tis acute for the shopllftlng/pllferage split.

3. Sample Survey of Individuals

In order to help in obtaining information on the dollar

magnitude of crimes

(shoplifting versus pilferage) that

cannot be easily obtained by loss measurements within an

rganization :
gug among a éample of the public

to obtain »confessions" of illegal activity.

a3 ied
it i d that an experiment be carrie
1t s (say 14 years and over)

Obviously.

i der circumstances of
i 14 have to be carrlgd out un ‘
:g;zlgzg confidentiality, with guaranteed (and evident)

absence of any identification.

(This probably precludes

sampling householders and interviewing at a person's home

as is customary in Bureau O

f the Census work; a version

anizations
of the "quota"*method used by market research org ’

although frowned cn by sampling statisticians,

' individual
ood results because the 1n '
gtreet or in a cafe, etc, would not

might yield
interviewed in the
pe asked for name Or

address and could be more easily convinced of anonymity,

a2kl

than if the householder's address were identlf;_wme.)

i nite willing to
is scme evidence that pgople are quil
Eggzze;:" to iilegal acts against business under the

appropriate circumstances,

as illustrated by some LEAA-

id- ic Research Institute.
ed work by the Mid Atlantic R :
gﬁggher their particular approach and instruments are

valid is a subject for further inquiry,

but some such

) .
’

from the business organizations,
or a sample-panel method.

* Sample is balanced by demographic

as sex, race, age and socio-economi

5-33

either by a tax return

characteristics such
c status, within area.
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4. Uniform Crime Report Revisions

A requirement for businesses to report losses due to crime
to local prosecutors' offices as a prerequisite for claim-
ing a deduction on an IRS Tax Schedule might be instituted
as an effective reporting system for Part II crimes against
business. Prosecutors would require standard formats for
maintaining records; providing businesses with appropriate

exemption forms; and passing the information onto the state
UCR agencies. :

Such a report system, although cumbersome, would focus the
attention of business onto crime losses. In addition,
prosecutors would have to gear up economic crime units to
handle the increased case load. This would increase the
number of white collar crimes processed through the criminal
justice system and foster a more equitable distribution of
deterrence efforts for Part II as well as Part I crimes.

This effort would be expensive and most probably meet with
considerable resistance.

5. Random Sample Survey of Businesses

A survey comparable to the one mounted by SBA in 1969

would be the least desirable alternative. Survey/interview
could potentially be effective for data gathering if
sufficient visibility and commitment among business were
generated prior to the effort. Cooperation with such an
effort could be fostered by joint sponsorship of Federal

government/Chamber of Commerce/National Trade Association/
LEAA/AMA.

Some effort would be required to provide an ongoing
sponsorship to the survey effort. Single efforts such as
the original SBA do not provide the kind of in-depth
continual focus on the problems of crimes against business.

Indeed such periodic single effort may actually distort more
than they reveal.

B
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’,’ Recommendations

With regard to data gathering several recommendations can
be made:

Business must be pursuaded to report known offenses
to local police departments.

UCR reporting should place stronger emphasis on
the reporting of Part II crimes reported by )
municipal agencies (currently only approximately
one~-fifth of municipal police departments turn
in such records).

@

e 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 disposition data, sentgncing
and actual commitment to prisons to UCR units.

-

ctional institutions should provide gtandard-

° ggzgeaﬁnual reporting systems to state QCR‘centers

as do municipal police departmgntg. This informa-

tion should include annual adm}SSLOns data and .
population profile by standardized offense categories.
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-.Some Recommendations for
Communications and Institutionalization

Introduction

The following overview of proposed strategies for communi-
cations and institutionalization (see below for definitions)
is presented as a basis of consideration for further
expansion by the panel workshop members. These recommenda-
tions reflect the suggestions of the project staff and

modifications made by the Advisory Council at the last joint
meeting.

Communications

Communications strategy is defined for present purposes 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 crimes.

We propose a communications network, the goal of which is to
take the high-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
business, 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, especially by working together.

A primary focus is the breakdown of the "we/they" perceptions
that presently exist among groups (in particular the business
and criminal justice communities). Useful types of vehicles
to achieve such an end are the Public Interest Groups and
professional 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 problen.
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Examples of such agencies are:
e International Association of Chiefs of Police
e National Association of District Attorneys
e American Society of Industrial Security
e National Association of Manufacturers,
e Chamber of Commerce of the United States
% Local Chambers of Commerce

e Various citizens groups which are concerned
with crime, community economy or the cost of
living.

! as been indication, by many of these nationql
gg::ﬁigations, of their wil}ingness to cooperate with the
Crimes Against Business Project, but as yg; no popmpnd .
meeting of all these groups has occu?redbandleachntgn s to
view the shared problems through their own perspective. .
Cpordination and cooperation can be achieved by such means a
national and regional forums, roundtables, prgsentatlons c
by one agency to another, etc., and a systematlc exchange o
ideas and data by an inter-group newsletter.

R icular means of bringing these national organiza-=
gggnzaiggg:her is to form a specific divigion, representative
of common problems, within each of the exlstent'oyggnlzatlons.
National conferences would include, via ghese lelSloni, .
papérs, ideas and discussions regarding 1ssues gf overlapping
interests and jurisdiction. Formal representation by L
‘members from each of the groups at the admln}stratlgn levet. _
would enable a consistent and scheéduled sharing of.lnforﬁg ;g .
A rotating system of executives through the executive mﬁ ed
or members of Boards of Directors wou;d assure that a share
commitment is constantly being established.

Press releases and lobbying activities wou}d_be Eoo;dlnated
by means of these interlocking effoytﬁ; a joint "Crimes i
Against Business Coordinating Council" might be the agpropr
ate structure. This could form the core of a nationa
"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 a 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 discussed at the present series of
workshop panels.)

Institutionalization

This is defined as the creation of new organizations or :
innovative use of existing organizations to act as vehicles
for the on-going implementation of programs directed at
controlling crimes against business. Emphasis here is upon
"hard" and specific programs rather than the exchange and
dissemination of general information, although the latter
can itself be institutionalized (as discussed in the
previous section on Communications).

Such institutionalization should operate at national, state
and local levels. While the public interest, professional,
and trade associations can, we believe, play a valuable role
in communication of broad, non-specific information, they
are not suitable vehicles for the conduct of research or
"hard" action programs; we, therefore, propose a separate

but related network of organizations tc 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 Jkgainst Business Coordinating
Council created to coordinate the relevant activities of
appropriate public interest, professional, and trade groups,

but expanded by a small professional staff. 1In that case,
its functions would be:

® coordination of information exchange and dissemination;

. ® coordination of lobbying activities, especially those
concerned with criminal and crime-related legislation;

5~38
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® 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 :dissemination of research
findings;

@ to serve as a technical resource for organizations
at the state and local levels.

The proposed organization would have a Board of Directors
drawn for a diversity of sources representing criminal
justice, business, private security and the publiic sector,
plus a small professicnal staff. It is suggested that it
could be funded by a variety of means, including business
(through trade associations), foundations and the Law
Enforcement Assistance Admlnlstratlon.

State Level. State Planning Agencies could be utilized at
the state level. Their concerns for the criminal justice
system provide built in support for an extension or sub-
division of the present body to work in coordination with

the proposed national organization. 'Additionally, many

SPAs provide for regional supervision in their structure.
Each state would organize a sub-unit of the Agency to oversee
activities of the local organizations.

Local Level. The local organizations can' be based upon
already existing 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 organizations can be
actually created via innovative demonstration projects

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 particular priority problems faced by each community.

These organizations would be the means for viable local
interaction between the general public, the business
community, pPrivate security and the criminal justice community.
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APPENDIX 6

WORKSHOP PANELS

NEW ORLEANS, NEW YORK
AND

SUMMARY OF FINDINGS
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WORKSHOP PANEL MEETING

MAY 4/5/6, 1977

FAIRMONT HOTEL, NEW ORLEANS

Mr. Del Aleman, Jr.

Vice President

Barbers, Hairdressers & ~
Cosmetologists International
Union of America, AFL-CIO

Crowndelet Building

New Orleans, La. 70112

Mr. Thomas Allwein
Corporate Security Director
Central Soya

Fort Wayne, Indiana

Mr. Edward Bacon, Jr.
Corporate Security Manager
I. Magnin & Company

Union Square

133 Stockton

San Francisco, Ca. 94108

Mr. Harry Barber
Director of Security
D. H. Holmes

P. O. Box 60160

New Orleans, La. 70160

Dr. Steven A. Brenner

School of Business Administration
Portland State University

P. 0. Box 751

Portland, Ore. 97207

Mr. William Cahalan
Digtrict 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

Mr. Richard Cole

President

Loss Prevention Diagnostics
P. 0. Box 263

Mendham, New Jersey 07945

Mr. Harry F. Connick
District Attorney
Suite 200

.2700 Tulane Avenue

New Orleans, La. 70119

Mr. William Cunningham
Hallcrest Systems

7346 Eldorado Street
McLean, Virginia 22101

Mr. Robert Dicker

Special Agent

Federal Bureau of Investigation
201 E. 69th Street

New York, New York 10021

Mr. Thomas Dolan
Director of Security
Barbizon Plaza Hotel

706 Central Park South
New York, New York 10019

Mr. Paul Dunn
National Council on Crime
and Delinquency

411 Continental Plaza

Hackensack, New Jersey

Mr. William Fleming
Security Director
Marriott Corporation
5161 River Road
Washington, D. C. 20016

Mr. Patrick Foley
Director ‘

Wayne County Organized
Crime Task Force

1180 Frank Murphy Hall of
Justice v
1441 St. Antoine

Detroit, Mich. 48226

Dr. Simon Fuchs
Mayor's Advisory Committee on
Small Business ‘

| 230 Tower Building

Baltimore, Md. 21202

Mr. Robert Grassi

Vice President - Fraud Division
J. Kroll Associates, Inc.

909 Third Avenue

New York, New York

Mr. Richard Guiltinan
Partner

Arthur Anderson & Co.

1345 Avenue of the Americas
New York, New York 10019

Alan Harris, Esq.
79 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, Inc.
P. O. Box 2909

Austin, Texas 78769

Dr. Arthur Kingsbury

Chairman, Law Enforcement
Macomb County Community College
Warren, Michigan

Mr. Aaron M. Kohn
Managing Director
Metropolitan Crime 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 »

Washington, 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 Commission of
Philadelphia

1700 Walnut Street
Philadelphia, Pa.

Mr. Robert Leonard
Prosecutor

Genesee County

i00 Court House
Flint, Michigan
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Mr. Gene Looper

National Security Manager
Sears Roebuck & Co.

Sears Tower - Department 731
Chicago, Ill. 60684

Mr. William Lucas
Sheriff

Wayne County

525 Clinton Street
Detroit, Michigan 48226

Mr. Richard Mainey
IBM Corporation

014 Orchard Road
Armonk, New York 10504

Mr. Henry R. Mann

Deputy District Attorney
220 West Broadway

San Diego, Ca. 92101

Lt. Robert C. McClary

Wayne County Organized Crime
Task Force

1180 Frank Murphy Hall of
Justice

1441 St. Antoine

Detroit, Mich. 48226

Mr. Leo McGillicuddy

Special Agent

Federal Bureau of Investigation
201 E. 69th Street

New York, New York 10021

Mr. William McInerney .
11509 Arbor Drive East
Anchorage, Kentucky 40223

Mr. Thomas J. McKeon
Executive Vice President
INTERTEL .
1707 H Street, N.W.
Washington, D. C. 20006

Mr. George P. McManus
President

Auto Theft Bureau

390 North Broadway
Jericho, New York 11753

“ Mr. George Milne

Vice President - Finance -
IPCO Hospital Supplies Co.
1025 Westchester Avenue
White Plains, New York 10604

Dr. Earl Molander

School of Business Administration
Portland State University

P. 0. Box 751

Portland, Ore. 97207

Mr. Albert Molephini
Western Electric Company
222 Broadway

New York, New York 10038

Mr. Philip Montelepre
Municipal Court

7272 S. Broad Street
New Orleans, La. 70119

Mr. Archibald 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 Street

New York, New York

Mr. Robert Ogren
Chief of Fraud
Room 3800

U. 8. Courthouse

" Jhird and Constitution
Washington, D. C. 20001

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. 0. Box 133

Albuquerque, New Mexico

Herbert Robinson, Esqg.
32 East 57th Street
New York, New York

Mr. Joseph Rosetti
Director of Security
IBM Corporation

0ld Orchard Road
Armonk, New York

Mr. Donald P. Rowen,
President

South Central Iowa Federation
of Labor, AFL-CIO

2000 Walker Street

Suite B

Des Moines, Iowa 50317

Mr. Harold Russell
65 Landsdown Lane
Rochester, New York 14618

Mr. Wilbur Rykert
Executive Director
National Crime Prevention
Association ‘

529 14th Street, N.W.
Washington, D. C.

Sgt. Warren: Sturr

Wayne County Organlzed Crime
Task Force

1180 Frank Murphy Hall of
Justice

1441 st. Antoine

Detroit, Michigan 48226

Mr. John L. Schwartz
Manager ‘
Corporate Security
Abbott Laboratory
14th and Sheridan Rd.
Chicago, I11. 60064

Mr. Jesse Taylor

Associate General Counsel
May Department Stores Corp.
611 Olive Street

St. Louis, Mo. 63101

Mr. Warren Wagner

Assistant Vice President
State Farm Fire and Casualty
112 East Washington Street
Bloomington, Ill. 61701

Mr. Allen Walz
Norton-Simon, Inc.
277 Park Avenue
New York, 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

Detroit, Mich. 48226

Thomas A Zotos, Esq.

St. Louis County Juvenile Court
501 S. Brentwood Blvd.

St. Louis, Mo.

Mr. Francis J. Wolfe

Assistant Director
Insurance Crime Prevention:
Institute

15 Franklin Street

Westport, Conn.
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WORKSHOP PANEL MEETING

JUNE 14/15,

1977

AMA HEADQUARTERS, NEW YORK

Dr. William C. Bailey
Department of Sociology
The Cleveland State University

Mrs. Janet Falsgraf
Director
Criminal Justice Public

American Management Associations

N

University Towers Information Center » ;
i Cleveland, Ohio 41114 3510 Chester Avenue ; » Crimes Against Business Project 5
Pt , Cleveland, Ohio 44114 D
Lo Dr. Alfred Blumstein |
i Urban Systems Institute Mr. William Lucas
e Carnegie Mellon Institute Sheriff
8 ' Pittsburgh, Pa. 15213 Wayne County |
' 525 Clinton Street ~ !
o Dr. Duncan Chappel Detroit, Michigan 48226 @ j
RO Battelle Institute : . . 1
b ' 4000 NE 41 Street Mr. Frederick H. Newman Summary of Regom@endatlops Emanating ?
Seattle, Washington 98105 Director of Securit from Panels of "Crimes Against Business :
! Macy's ity Specialists Attending Two Conferences: :
Dr. Wayman Crow lSlyW. 34th Street New Orleans (May 4-6) and New York City (June 14-15) ;
» Director New York, New York 10001 o
Western Behavioral Science
Institute Mr. Larry Stark
1150 Silverado Manager
La Jolla, California Community Development Project
, . Greater Cleveland Growth Lo
» Dr. Edward DeFranco Association he
Chief ' Cleveland, Ohio 44115
Probations Management Analysis -
and Information Mr. John J. Sweeney
New York Department of Probation Greater Cleveland Growth
o Albany, New York 12223 Association ‘
‘ ) 3647 Rolliston Road

Shaker Heights, Ohio 44120

Mr. Gordon Williams

Vice President :
National Retail Merchants Association
100 W. 31 Street

New York, New York 10001

June 30, 1977
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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' "Crimes Against Business" Project, into recom-
mended programs. The project is funded by a planning grant
from the Law Enforcement Assistance Administration (LEAA) and
is concerned with strategies to control "non-violent" crimes
against business. The final outputs will be a set of recom-
mendations for:

e Demonstration Programs
® Research Programs

® A National Data Base

e Strategies for:

- communicating the economic and social impact
of crimes against business to the American
public and establishing communications between
the criminal justice system and business

communities;

- institutionalizing the project and the proposed
program so that momentum is maintained.

In all, some one hundre? leaders in the fields of cri@ipal
justice, private security, business and academia participated.

Demonstration Programs

Participants were asked to consider concepts relgting to
defensive, deterrent- and "de-motivating" strategies.

Internal Defensive Measures

Employee Pilferage and Vandalism. A series of curricula
outlines were proposed for training and educating top and

‘middle management in the fundamentals of loss prevention

systems, suitable for small and medium sized orgapizations
in retail, manufacturing, and hotel/motel industries.

6-7
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Shoplifting and Check Fraud. Two curricula outlines 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 sized concerns. In addition, an employee
training program was proposed relevant to the same concerns.

The proposal was that mall areas should be used in demonstra-
tion sites,and a program outline was developed that could
lead to measurable results and dissemination of. findings.

Hotel/Motel Theft and Related Crimes. The National Crime
Prevention Institute model security survey was taken as an
example of a recommended basis for a training program for
management. In addition, a general employee training program
was recommended, this being considered "the fulcrum upon
which loss prevention programs will pivot, combined with
unrevokable commitment on the part of management." The issue
of key control was 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 1ssue were:
1. A definition.

2. Summary guideliunes for use by organizations in
establishing and communicating its operational
philosophy, its commitment and its operational
standards relating to ethics in business.

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 impractical
or unprofitable,” with such controls being more
personally 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 prosecuting bribery, and

e
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in particular the creation of a staff that can
serve as interface with the system, and an improved
capablllty in the public sector to cooperate with
business in this activity.

6. Guidelines for the development of vehicles for the
cocperative dissemination of goals within indus-
tries, with a particular recommerdation that indus-
try associations establish committees of members
to deal with dissemination of information on the
problem, appropriate philosophy, codes and deterrent
techniques.

7. An outline of training programs/seminars to pro-

mote the deterrence and control of corporate
bribery.

Joint Defensive and Deterrent Measures

Arson. An outline was developed for a two-track training
program, consisting of an overview course for members of the
judiciary and an intensive course for arson-~insurance
investigators and members of the criminal justice 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 American
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 training of all personnel along
the recommended lines.

Public Deterrznt Measures

Modification of the Criminal Justice System. A proposal was
made for the sstablishment of Economic Crime Units, under

the auspices of local prosecutorial offices in metropolitan
areas. The purpose of such units would be to conduct special
investigations involving complex commercial crimes and crimes

AR e e e e e

that generally affect the business community. They would
be staffed by prosecutors (experienced trial attorneys)
and investigators. Personnel would be specially trained.
The National District Attorneys Association models were
recommended for staffing and training.

While some areas do already have such units, many do not and
where they do exist they are not always efficiently staffed.
The proposed demonstration project would be to establish a
model unit, with a carefully selected staff, properly
trained, and with the involvement of business people in an
advisory capacity.

In addition to such structural changes, many recommendations
were made concerning statutes, sentencing guidelines and
court procedures. In most cases, it would not be possible

to set up demonstration projects in these areas, since state
or municipal legislative action is called for; they have
therefore been treated as subjects for research and dissemina-
tion of research findings, in the belief that this is the

most effective way of producing change.

Commercial Fencing. Commercial Fencing is a means whereby
stolen goods are sold to legitimate business for resale to
the public, the legitimate business being sometimes aware
that the goods are stolen. The panel recommended methodology
for identifying the elements which will improve the chances
of uncovering such operations and the capability to successfully
prosecute. A number of research projects were proposed,
which it was thought would lead to various demonstration
projects, including an extensicn of "Operation Sting,"
directed, however, at finding the receiver who places stolen
goods in the legitimate market.

"Demotivation"

Workplace Crime. The goals to which this panel worked were:
a procedure to identify causes of employee dissatisfaction,
alienation, ignorance, and other psychological dimensions
which could be induced by organizational factors and which
could, hypothetically, motivate workplace crime; matching
solutions. While recognizing that there was not much hard
data to support this hypothesis, it was agreed that it was
plausible and worthy of testing in a "real" environment.
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The elements of an organizational survey were determined,
which would identify causes of dissatisfac_:tlonf etc. Matching
solutions would depend on the survey fipdlngs in any one
organization, but would range from ellmlnatlng.d%scrlmlnatory
personnel practices and improving worqug.condltlogs to
improving internal communications, providing securlty train-
ing for all employees, dedicating the corpoxatlop to a pol;cy
of excellence and high ethical standards.ln all its operations,
and communicating and implementing a policy of strict sanctions
against offenders.

A proposed demonstration program would gntail locating organi-
zations with recognized problems among lts’worgforge, then
identifying the causes of these problems, %nstltutlng'solutlons
and measuring the impact upon workplace crime. A medium-

sized retail store (or stores) was proposed as an example,

with a similar organization(s) as a control.

Crime By Young Persons (Shoplifting anq vandalism) . ?he panel
recognized that juveniles from all social strata commit acts
of vandalism and shoplifting. Peer pressure wgs.tpogghF t?

be the strongest single influence, but a "multi-initiative
approach was stressed, which woulq 1ngluqe'the family, £
schools and business, and innovative judicial reform. Specific
activities proposed include: developing "canned" programs

for use by (a) mass media, and (b) by schools, churches,
Parent-Teacher Associations, Chambers of Commerce, dlregted
to parents as well as to juveniles themselvgs; field trips

to prisons by juveniles; involvement of business representa-
tives in school and coutunity programs; evaluating the
Albuquerque Shoplifting Rehabilitatiop Program (paseq on
driver re-education models), for possible extension into

other jurisdictions.

i ici i ite of

A particular municipality would be gelected as the si

thg "canned" program project, one with recognized problems of
juvenile crime and 1ittle in the way of structured programs
to deal with the problem.

Research Projects

Arson. As a complement to the demonstration project on arson
glready considergd, it was recommended that research fhoul? be L
conducted on the feasibility and effectiveness of an educationa
network,"” which would instruct elements_of the crlmlnal.justlce
system, banks, lending institutions and insurance companles 02
what characteristics of a business should be looked for in og er
to (a) predict the likelihood of intended fraud by a;son;fan ’

(b) increase the likelihood of successful investigation ©

frauds that have been perpetrated.

6=11
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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
specialists and permitting them to simulate (with access to
one or 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
computer-assisted crime.

Since it may well be that computerized systems inhibit
rather than facilitate crime, it was considered necessary
that the research should be so designed that comparisons
between the actual and potential magnitude of crime via
automated and manual systems could be made.

The proiject staff would, it was recommended, include experts
from the FBI, Department of Defense, Atomic Energy Commission,
members of public auditing firms, and academic and private
computer specialists.

Statutes, Sentencing Guidelines, Criminal Justice System Processes.
The focus, it was proposed, would be on commercial bribery,
theft, fraud, 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 :ra1ich 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,
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
courts, particularly those set up to deal with shoplifting.

It was proposed that the Chicago, Illinois Shoplifting Court
be used as a model for study comparing its results with

those in another jurisdiction with a similar level of shop-
lifting and similar demographic and criminal justice system
characteristics (other than the existence of the court). The
outcome of the study would be guidelines for the establishment
and operation of such courts in jurisdictions meeting certain
criteria.
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Econometric Study of the Social Impact of Crimes Against Business.
The objective would be to estimate the true costs to, and effects
on, society 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. Much

of the input to the study would come from the proposed National
Data Base, descrilied 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 appropriately designed
sample, the effects of different practices upon internal crime
could be identified.

improvement of Cooperative Efforts Between Business and the
Criminal Justice System and Between Business and Other Businesses.
It was proposed that research should be undertaken to study i

the motive and attitudes of business regarding cooperation with
the criminal justice system and vice versa, and also the .
motive and attitudes of business regarding cooperation within

the business community itself. In-depth interviews, followed

by a telephone suirvev of business executives, prosercutors

and senior law enforcen—ut officers were recommended as the
method.

National Data Base

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 valid datg by
cost-gffective means. Following this .initial effort, it was
hoped that a developmental project could be.moun§ed5 QOSS%blY
using the Bureau of the Census/LEAA Commercial Vlctlmlza?lon
sample az a basis for creating a panel of respondent bus;nesses.
It was not felt that this could be recommended at this time,
however,; since tooc little was known about what business could
or would provide in the way of loss data, hence the need for
the initial step.
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A second proposal was to use self reporting as a means of
assessing individual rates of offending, and to relate
offenses to offender characteristics and modus operandi.
Again, it was not felt that this method could be recommended

until a thorough study of self-reporting techniques had
been made.

Communications and Institutionalization

The panel recommended that an Economic Crimes Institute be
created, policy control being vested in an Economic Crimes
Council which would act as a Board of Directors. This Council
would be broadly based and would represent business, c¢riminal
justice, private security, consumer groups and organized
labor. The 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
municipal levels. Hence, centrally generated or gathered
data, on economic impact of crime, recommended statutory
changes, internal procedures to control crime and so forth,
could readily be disseminated 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
sources (by grants und contracts).

The creation of the Inc*itute would be preceded by conducting
a National Economic Crimes Forum, with Federal support. This
Forum, like the Council, would be very broadly based: Its
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 information.

Implementation Strategies

All the above recommendations are currently being translated
into specific task or program formats and submitted to .the
Law Enforcement Assistance Administration with a request that
steps should be taken to ensure their implementation in the
near future. Other government departments and agencies at
Federal and state levels will also be approached as will
concerned professional, trade and consumer interest organiza-
tions to maximize the probability that some, at least, of
these many proposals become on-going programs, having some
real impact on crime against business.
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