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Progr.m Evaluatfon and Monftoring Staff 
Offfce of Regtonal Operations 

LEAA GRANT APPl t CAT ION : '0405-99-DF .. 76 

TITLE OF PROJECT: Crimes Against Business. A Nltional Actfon Plan 

GRANTEE: American Management Assocfations (~) 

GRANT PERIOD: ~August.l, 1976 to July 31. 1977 

L£M SUPPORT: $300 ,000 
I 

TOTAL PROJECT AMlUNT: $333,659 

I. Project lnfonnat'on 

A. Purpo1e Statement 

The principal purpose of this 9,rlnt is to develop a stnte(fY 
to counter crimes a~a1nst busf~ss, to develop appropriate 
attention to these crfmes. Ind to engender the cooperation 
be_en law enforcement and business that is required t;o 
acc.plfsh these ends. These llroe the crimes for which there 
is ltttle data. I lack of ll1W enforcement attention and 
experience, and in which, for the most part. dfsposftion and 
offender treatment are handled by the fndfvfdual businesses 
Ilone. The crtl!1H include arson, bad check fraud, credft 
clrd fraud, embezzlement, shop1ffti~, employee theft, 
insurance fraud. computer fraud. etc. AlthOlf(th non-vfol~t 
and often und@t~cted t these crfmes are not victimless j even 
ItIOI'e than the particular busfness taM.Jet. the true and 
ultf~te victim fs the c1ttzen who pays the cost of these 
crimes through increased prices and reduced services. 
Component developments in this project ~11 include the 
following: 

1. ReCOlmlended demonstratton action programs, each to il"?l~nt 
strategies throuqh which the business cOR'lnun1ty and crimf:nal 
justice system can cooperatively adrlress partfcular cr1r.es 
and dfmensions of the oyerall problem. 
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2 A f1t(;OI!IIIended program of comtUn1cation b\'!t.een business, 
• law enforcement. and the general publ1c thrqu¢' which the 

111!POrtance of reducing these crilQes is re~::ognized as a _jor 
hitherto unaddressed cost,to the,public. 

3 ReCOlllllended operationa' requirements for a dau collection 
• . and stattsttcal system that wfll prowfde the basis for 

"sul"IRnt and analysts of these crimes in the future. 

4 Reccamended research proqra~ for a greater understanding 
• of the nature of particular cri.s and crtmtna'i. 

5. Recoanended strategies ttiroug1 h, wh1ch
t 

the ~ndtcll!loo' ::draVt1t::-bil1t1 achieved by the in tie qran -SUPPOr~ ...-
efforts of business and law enforcement can be J111nta1n@d. 

AlthoUgh this 1n1ttal project is a program planning and 
generational effort. it 15 ,"visioned that the program that 
will be develoJ)ed will 1nc1 ude instruction and assistance to 
bustness_n on prevention of spectfic crimes. on how to 
beha. and noti fy law enforcement when they occur. to 1 aw 
enforcenent on hoW to tnvest19ate and pt"OSecute. The priMary 
produCts of the initial ~rant wfll include demonstration action 
program designs. training requirements for prosecutors, pol1ce, 
and bus1ness.n. a pubHc information f)Y'Ogrrlm to convince the 
citizen that it is he rather than the businessmn who is the 
real victim and requirements for statistical systems and 
research to "1rnproye the understanding of the crlmes and counter-
• &lure strategies. 

The grant w111 produce a series of reports emody1ng the above 
tb1'OU9h Mans of staff development and the exploitation of 
selected panels of representative leaders of busfnpss and 
criminal justice. 

s. Methode 1091. 
A sall staff will be establ1shed. A small steering c~1ttee 
composed of representatives of the business s~nts and law 
enforce~nt that are principally involved will advise the staff 
throughout the planning and design. Later. a Program Ope1"llttons 
Group will be organized into 10 to 12 panels to deal with specific 
subject areas. Each panel will be provided staff papers defining 
issues and presenting the available facts relating to the su~j:i~, 
area of panel concern. Panel activity w111 be structured an 
have specific objectives to provide recommendations and designs for 
action finally criteria for selection of d~nstrat1on commu
nities'to carry out particular action plans will be des1oned. 
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The products ~ll,be a series of reports on the specific subjects 
with action recor.nendat1ons •. In additton. reports ,,111 be "Ide 
of ftndtngs that result froA staf' 1"esearch. 

c. s_g of State-of-the-Art in P",grim Area Proposed 1 n 
XPP~f~floa . . 
1. Respe!11btlf$Y. 

Tbere ts less known Ibout the subject crimes agatnst 
business than about any other crines. So few are handled 
by the agencies of criminal justice. the extent to which 
they appear u parts of regular crime reporting SYsteM. 
if they appear at all, is so s.11 compared to the ac·rtual 
.. gnttude, IS to be unusable. Few prosecutors and fewer 
poUce haft had an opportunity to develop any experience 
wfth, enforcing the laws relating to these crimes. the~fore 
data on crtlltnal justice response 11 skimpy. 

Tn July. 1975, the Nattonal Retan Plerchants Association (~) 
repr"H.ntfftg dePl~nt stores with 41 meriJer com~nies reported 
an..tnventory value loss for the year to crimes of over $2 billion. 
In a sune, (If Nm!A the responding companies reported apprnhend-
1"g 96,963 persons for shoplifting. Few of' the losses were due 
to bU1"91117 and robbery. The rel1abil1ty of this esthete is 
questionable due to the undtsc1pl1ned collection of data j however. 
11 close. it indfcates an even g1"t!ater cost to the puil11c, for 
H~ represents only a segment 01 ttl!' department stores and 
thereb, onl, a fractfon of the retail industry • 

The prevalent books on the subject generally have been 
w~ttten by successful (and otherwise) investigators that 
provide only anecdotal infofation on types of crime and 
approaches used by fnvestig;ltors. .-dd1tfonal fnfomatton 
.y be found in securfty te:ltbooks. but these too have little 
data and Ire not given great credence by the leaders of 
industrial security. 

The _r1can Socfety for Industrial Securfty (P.5I5) is 
the leadfng professi~nal assoe1at10n of security IMnagers t 

roafnly those who are personally employed by corporations Ind 
institutions of all types. In a recent suney of its Il'!e!r.bers 
the questfon WB asked, tlWhat problePJ do you consfder to be the 
most f~rtant one that you will have to face in the next five 
years?" Thirty-four percent responded thllt employee dfs
honesty would be most import,ant, far more than any other 
single ft.. There 1s much Iknowledge in the ranks of the 
private security profess1ona'ls. but lfttle of this is 
quantified, orglnized and publ1shed, ~r effectively 
cGri'lnUnfcated to other security professionals. Even fI'Ore 

1-3 



.~~~-- ~--

./ 

-,-

1mportent, the ft~enc~es of crfminal justtce have l1ttl~ 
contact with the problem. The Oepartr.lent of Comerce 
esttmates that over ~24 billion a year 1s currently beinq 
lost to crfmes against business. Other announcenents rftised 
the figure to $~O billion. Neither nur:ber has much basfs, 
but the fact that SlJch estimates are ~fven h1~h credfbflity 
indicates the impression that prevails aMOn~ those who are 
closest to the problem. 

In qeneral, ther. is little organized and quantified 
knowledge. A major objective of thfs project is to point 
the way to obtain1nq such knowledge. 

2. Activ1ttes of LEM and Others in \.l0M: of this tlature 

In 1970 a $10,000 ~rant .as awarded to the Un1v~rsity of 
lfta~ to 1nvest1qate certain characteristics of shopl1ftino 
(70-NI-99-65l4). The report is of ~inor value to this project. 

In the area of criminal dtstribution (fenctnQ) a n~ manual 
on c~att1ng fenc1ng ha$ been developed and a number of OPO 
organized crime discretionary progra~s have acconpl1sherl 
excellent r81ults in develop1ntl specialized cftpnh111ty felr 
law enforce~nt investirration and prosecution ~ h~vp.r. eV~ii 
~re can be done in the area of encoura~inq honest businessmen 
to mnitor the participation in fencinn by dishonest competitors. 
or of BlInufacturers and wholesalers to monitor the diversion 
of their products to illicft market1no. channels. In 1974, 
rUlECJ funded a study of fenci nf? whi ch thouoh con centra t1 nf! 
on offender practices, invest1~ation, and prosecution_ inc'ud~d 
the intention to stu~ the relation of fenc1n~ to honest 
busin$iS~n. The report has just been recp.1ved. 

There has been no other work by HAlt. unless throlJ(lh unknown 
block grant sub-'Jrants, in addressino the particular cr1~es 
that are the subject of this application. 

Some non-Governr.ental aoenc1es hnve heen ftcttvc in th~ area 
of these crimes ~Qa1nst·bu$fness. These activities are 
almost entirely l1~1ted to the security branches of industry 
associations. Such associations as the National Security 
Industries Association (NSIA). the National Retal1 ~rchal'1ts 
Association (NR~!A). the American Bnnkers f\Ssoc1at1on (r~A', 
and others h~ve devoted annual meetings to discuss technical .. 
legal, and ot~er developments in their areas of concern and 
compare experiences. The ~jnr sp~c1a11zedsecurfty ass~c1a
ticn, covering all types of institutions and inrlustries, is 
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the Amerfcan Society for Industrt~l Security CASTS). ASIS 
conducts specialtzed seminars, and develops instructional 
materials fo~ its various industrial institutional rliv1sions. 

Recently NCeD becar.~ interested tn eMploye~ theft which it 
calls ~workplace crime" and sponsored a short conference on 

. the subject. This effort appears to be relattvely wea~ and 
shallow. 

There are three periodicals puhlished that occasionally 
have articles pertfnent to crimes against husiness; Security 
Management (AStS), The Nielson Report (credit card fraud). 
and Security World. 

It is expected that the Qrantee ~fl1 utflize the results 
of the HILrCJ research ~~ntfone~ above, and will conduct 
a t~orou9h l1ter.ftturc search of 311 writfn9s in the field. 
In addition. Arm's own experience in studies of c~~uter 
fraud ~11 be of value. Ffnally, all major tndustries wfll 
be requested to provide representllt1ve 1p.sders for t."p 
specialized channels. 

D. Relationshfp w1ttt Related ProQrams in Other Interested l!w 
lnforcement lind Crim'nal Justfce Aot.nc1es. .. 

• ! 

1. Responsibility. 

Discussions have been held with the Dep8rtment of Comr.~rce, 
the Small Business Ad~1nfstratlon. and with the CriMinal 
Divtsion of the Depar~nt of Justice. Althouqh each of 
these three agencies have sor~ ~ffort in this area, the 
almost complete lack of funds severely lf~ft these efforts. 
Each agency is 10ok1n!, forward eagerly to coopentte with 
LEAA in this pror,rarn. Thrnuqh a srecial condition, the 
grantee is required to Invite selected Federal anencfcs to 
participate in the appropriate panels that will be establ1shcd. 
It is my intention to assure th~t at least one rerresentativp 
of each of the three receives an invitation. In arldftion. 
copl es of pr~rp.ss rf~'::Jrts \'If 11 be fOM\'arded to t"e ~'1~I1c1 es 
whenever appropriate. . 

2. Related Activities of 0ther LF.AA Offices and Prnnra~. 

a. O~nized Crime rrogra~ (ORO - Enforcement Divisfon) 

This prograM de~ls with a nw~er of crfmes aqafnst 
business. 1ncludinp econor1c cr1~s a~ainst ~usfness. 
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Therefore. cargo 'theft, scam operations. and bant.rup'i;cy 
fraud and tri~inal distributf~n (fencin~) w1ll he consid~red 
only to the extent that they do not involve major crimes 
and organized crime activities. Cargo theft and scam will 
not be considered at 811. Nevertheless. it is planned 
that communications Ind relationships be close between 
the two programs because of their slight overlap and 
the hopes that methodologies developed in one ~ll assist 
the other. . 

This project concentrates heavily on consumer fraud of 
various types. J\s such. it 15 often concerned with 
criminality by unscrupulous bustness~en against their 

'customers. therefore it provfdes a balance for the lFM 
p~raJ'll in that lEM will now be qiv1nq attention to crtr..es 
against cons~rs as well as to crimes against business. 

Prosecutors are expected to play an iJrf)Ortant role in 
counter1~ crimes against business. Without doubt, a 
product of the anticipated ~rant effort ~11 be atreinin~ 
program for prosecutors to deal with criMeS against husiness. 
This will require the active participation of selected 
slcf1led prosecutor.\\,. Experience qa1ned in the crt"inal 
consumer fraud proqram ~11 be valuable here. The grant 
applfcation 'ndfcates that an outstanding prosecutor 
(HaITY Connick of f4ew Orleans) will serve on the steerinq 
committee and that a representat1vQ n~p.r will be included 
on the various panels. 

c. r~ISS Statistical Plann'"". --
It is intended that NCJJS5 will be kept COMpletely informed 
of progress on the project, and that representatives of the 
statistics servfce will be consulted durin9 cons1~r3t1on 
of future data requirements. 

d. J: IlECJ Research and Oeve 1 oent. 

It fs hoped that in addition to th@ project (mentioned 
previously) on criminal distr1bution (fencing) t~,t the 
Institute will participate throu~h a designated researcher 
that will be involved with the plannfng process ~nvisfoned 
by this grant. 
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3. Persons Outs,ide of Lf.AA Hith .lhom This rro.1ect Has Been 
IfhcusseCf'. . 

I. Joseph Rosettf. Corptlrate Director of Security - IRM 
Corporatfon. . . 

Mr. Rosetti approached the Arlmfnistrator 8nd the Grant 
Mana~erwtth a requ~~t that lEAA engage fn a p~ra~ of 
this type. IDlen this proposal was descrfbed. he'indfcated 
that it was ver,y close to what he had fn mfnd. The 
ap~lfcant has included Hr. Rosetti as a me~er of the 
projected Steering Commfttee. 

b. Arthur nilek. Vice President t Ptnkerton's. Inc. 

In early 1975. Mr. Bl1ek approached the II.dminfstrator w1th 
,the request that the Private Security Advisory Council be 
allowed to extend its concern to the general area of cr1~s 
a~inst business. ~~en informed of this proposal, he 
responded enthusiastfcally and was allo asked by AHA to 
s@rve on the Steer1n~ C~1ttee. 

c. tlorM s l)nch. D1 rector • [)epa rtr;ten t of Corrt;le rce . 

Hr. lynch has special responsibility for crfmes aQ!inst 
business at the Department of COMMerce and manaqes the 
activtties of the InterdepartMental COMmittee to Assess 
the Impact of Crfn.s Against nusiness. The Gnnt MansQer 
is lFAA representative to this Committee. Cor.r~rc~ considers 
the proposed project as an important inithtive to assist 
their public in a critical probl~ area. 

d. Allte! K. Cullen. Small Business Administration. 

seA is an~ious to participate and learn f~ this project 
how to ir.;,lrove their own advisory services in the crimp. 
prevention ~rea. 

e . U. S. Chamer of Conmerce. 

The Cha~er has been deeply involved in the developr.ent 
of thfs project. It has been discussed by thefr Board 
of Directors who support the ne~d and the proJect 
enthusiastically. President Lesher 1s tak1nq c1rect 
personal interest in the project. Officers of the Cha~ber 
with WhOM I have been in contact since this pt~crar was 
planned. indicate that their t~bership consider this to 
be one of the most f~ortant law enforcerent innovations 
and one that fs a great need for~them and f~r the pu~11c. 
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f. Hational Retail Merchants Association. 

General Manlger Gordon Wt1liams of NRf.1J\ requested 8 meetin~ 
in early 1975 with the A~fnistrator to ask that L[AA 
establish a program to counter these crimes a~ainst business. 
Subsequently. at the Administrator's directfon. the Deputy 
Admfnistrator met with a delegation of top rank representa
tfves of the following retail industries: National Retail 
Merchants Assocht1on', National Association 01 Chain 
Grocery Stores, Mass Retailing Institute, Nattonal Associa
tion of D~",.q Stores. The Deputy Administrator promised a 
program as 8 result of that meeting. This grant wtll be 
the inithtion and fulfillment of that prortfse. Hr. Wf1l1ars 
has been asked to serve 'as a M~er of the Steering Committee. 

g. The list of citizens. prosecutors, police, and business 
'eaders th~t enthusi~!tically support th! fniti!tfon of 
this project can be as long as the number that are ma~e 
lWare of its possfbility. At the same tfme, it should 
be recognized that unless the messaqe is prinary and 
clear that the ultimate objective is to reduce the cost 
of crimes of th's type to the citizen and to demonstr.at~ 
a thorouth attack on crime, l!11slInderstandings can arise. 
A quick and shallow .ppraisel ~y result in the criticiSM 
that lEM 1$ tryfng to help the bus1ne!tsman. The grant 
appliclnt is particula~ly cautious of thfs possibtlity 
Ind will emphasize the public value and interest. 

h. Edward Davis, Chief, lArD~ and TncnminQ President of IACP. 

Chief Davis was approached by the applicant to be a member 
of the Steering COO1l'l1ttee. He responded that althoU9h 
unable to Iccept this position on a lEAA grant, he personally 
considers the pr"ject a very 11"1POrtant innovation and 
encourages development. 

E. ManIQement-By-Objectfves (Mn~2. 1.215 

The Crimes Against Business Program is a sub-profJram of Crime 
Prevention. It 1$ listed in the DF Gufdeline r1 4500.1 under 
Chapter 11. although the description was not given. This was 
because there was to be only one n~tional grant and the exact 
description and nature was not completely kn~ln at that t1p~. 
For FY 1977 the proqral!1 15 cOF"pletely described under m~0 1. 215. 
Since th1 5 is the only pro.ject under this ~mo suh-progrnr;, the 
description previously 9iven of t~e project adequately ~~scr1bes 
the MOO sub-program. 
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F. Utilization of Results. ' 

It fs ex~ected that as a long te~ result 01 thfs pro~rftM beinq 
inftiated wfth this project. the bus1ness and law enfortef!lent 
COMmUnities will have develo~ed suit~ble skills an~ strategies, 
business to prevent and detect these criMeS and law enforcement 
to investigate. prosecute, and advise bUSiness, end that both 
will cooperate through institutionalized communication channels 
towlrd the general reduction of these crimes aQeinst business. 
The initial project carried out by this grant will develop the 
plan and initial stratepies., The progra~ will require equ!l 
efforts by law enforcement and by the busfness comunity. In 
the future. ettention should ba ~iven throu('Jh corrp.ct1onal 
progra~ innovation to dealing with the pecuiiarftfes of the 
types of crfminals involved. 

G. Monitoring. 

Grant@e proaress reports and studies wf11 be closely r"Onitored 
to assure that project qoals ,are being add~ssed. The ~"t 
MOnitor will attend and observe s~~c of the plann1n~ ses!ions, 
particularly thQl,! of the Steerinq C~ittae 8nd the Gel'!f!ral 
Session of all p3nels. 

Pr1ncipal Grantee personnel will cone to Washinqton as required, 
to report and discuss the status of the project. 

F1nanc1al status w111 be monitored throu!.Th ~nthly report reviews. 

H. Evaluation. 

~lthouqh evalu~tion will be ~1nfmal for this first ~rant, s1nc~ 
the products will be reports end plans for- future action programs, 
o! lerio.u!i evaluation pl anning effort ""ill he conducted by a sub
contractor to the Grantee. This wnl inc:lude the fo 11ow1nq: 

Observation of the prD9ralil planning process enqaged 1n hy 
the GM!n~. 

Analysis of pr09rn~ objectives to assure that they are 
Measurable. 

Identification of availahle statistical data conccrofnq 
the subject crires that wfll be useful later in c~~~arativp 
analys£l$. ' 
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~. Formulation of a det~11ed pro~ram evaluation plan to analyze 
impact. Cluse-effect relationshf~! and projecte~ fnstitutton
alization costs that 1s cor~at1ble wfth the program plan 
devetoped by this grant. . 

II. Grant Applicant In'onmation. 

A. Criteria for Chofce of Ap~lfcant. 

1. Credibility ~th Business Community. 

The Amerfcan Management Associatfons has a preeminent reputa
tion with American busfness for practical business rnanaqement 
know-how. I ts over 53.000 members are fran ev«!ry type of 
medfUM to lal"CJe fim 1n every industry. The A'lA Presidents 
Association has a membership of mre than 11 ,000 chtef 
exe~tIYes. 

2. Stro!!,9 RecCl!'f'lendatlon by Other eusiness Associations. 

The U. S. Ch~r ~f Comm~rc«! has taken pftrtfcular and actfve 
interest 1n the developeent of thhproject and, since they 
decided to continue the policy of not accepting any f10vernment 
grants, contacted Afl..1\ ~nd ur"!Tl!d thef r app 11 ca t' on '0;' the ora n t. 
The National Retail P-'.erchants Association, also an early .
advocate of the prograT'l to LEM., sUJ)ports the selectfon of 
AMA, as does the JWeri can Socf ety for Indus trf a 1 Securf ty . 

3. Capabflities of the Applicant. 

Founded fn 1923 as a non-profft mtr."bershfp corporation. ft1.'A 
has specfll1zed tn research. conferences, trafnfng and publica
tfons fn ever,y area 01 business and institutional mana~ement. 

4. Past Activity in Crimes Agafnst Business Area. 

In the specfffc ar!a of crimes a~afnst business. A~~ has 
sponsored a nUMber of special conferences and fncluded the 
topic on the agenda of others. M-'A publfshed four hooks on 
crimes agltnst business. 

5. Past ~Iori: wf th Goventrrlent. 

In recent years AHA expanded its trafning and research 
activities to includ~ effecttve management of ~ove~nt 
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operations at local •. state. and Federal levels. This 
program is grawing. 

6. No C9m2arab 1 e Chof ce.o 

AHA is the only organizatfon with i~dfate acceptabflfty 
to the business COMMunity that specializes tn proqran develop
ment and manageMellt training for busfness. t..'1thout businE'ss 
recognition and credibiltty. wch time would be lost in 
develC)ptng tt, with the possfbt1ity of fenure. Detectfoll 
of crimes apainst busin~ss and polfcy development are rnftn3~C
ment tasks. the area of AMA specialtzation. 

7. Desire to do the Work. 

This grant represents a sf!lell portton of the A!',.. prO<Yr!fi1. 
Nevertheless, AMA is matchfn~ the lr.~A portfon 1n clsh, 
11mit1nQ thefr overhead to well below their audited level. 
and aSSUMing a nurber of char~es that would nOl~11y h~ 
dtn!ct. The AfIA Comptroller, Mr. Rand. personally handl~d 
the financial negotiations. They 1nd1c3te that w~re lFrA not 
interested. they would att~t the effort alone, ~ut feel thnt 
LfAA sponsorShip fs essential to asSUf'(' the c()r.l!"'Hnent of 1 aht 

enforc~nt. 

B. Applicant's tnteqri~. 

The NJA 15 a lIrqc, well-known reputahle assochtion, as noted 
above. It has over 750 employees. Althou~h A~~ h85 not wor~erl 
for L~~ previously, its work fbr business and alren1y several 
Covernn~nt agencies demonstrate the hi~hest ley~l of fnt~r1ty 
and fine reputation. 

III. Financial Info~tion. 

!>.. Continuation Reguirer.lents. 

It is ltkely th!tapplication will be h.dc for second an~ third 
year 9rants to cOr':lplete the plannin!! and to prov1-:!e expert 
assistance to the inftial dcr-:onstration projects. "!o c():'Tlit
ment has been made and A~m is 1nfor.~~rl that l[f,A would limit 
its continuation of the orojoct (not other' parts of th!:! pro~ran 
as a whole) t>J one or at ~st two ye~rs. These should be at 
lower funding l~yels. since the ,,~jor planninq ~ffort ~11 h~vc 
been conpleted. 
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PLANNING PROCESS ::.' 

The following steps were taken to achieve the objectives of 
the grant. It will be seen that the procedure was to start 
with a broad loosely structured approach and systematically 
to acquire i~forrnation 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 4 

continued to perform this function from its inception to the 
present date. (Membership of the Council is listed in Appendix 
3. ) 

Steps Two and ~hree were carried out more or less simultane
ously--the in-depth interviews of over thirty individuals 
(named in Appendix 4) with special knowledge of economic 
crime, and a survey of the literature, especially the statistics 
of crime against business. 

The in-depth interviews were conducted among business 
executives, law enforcement officers, prosecutors, judges, 
private security directors and other specialists in the 
field (including one ex-offender, now rehabilitated and 
working closely with other ex-offenders of many types and 
hence a valuable data source regarding attitudes ~nd 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 
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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 
inserte,d 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 a~d 
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 
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individuals could be drawn were constructed with the aid of 
the Council, and of the participants in the original in-depth 
study, who had been asked for suggestions when interviewed 
and from the additional names uncovered by the literature 
search. 

It was decided that i t ~"ould not be possible to hold one 
very large national meeting to cover all the conceptualized 
areas. The organizational problems would have been to vast. 
Instead, two separate meetings were held, one concerned with 
demonstration projects relating to defensive, deterrent and 
demotivating strategies, and the other relating to research 
and communication/institutionalization projects and to the -
national data base. These activities formed Steps Nine and 
Ten. Each meeting consisted of an introductory overvie~J 
and orientation session, followed by intensive work in small 
groups (workshop panels), each group having been selected 
~s espec~ally knowledgeable and/or concerned about the topic 
ln questlon. ~ach group had a concept paper to work with, 
and an approprlate 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 
re~ompense, only their travel and per diem expenses being 
relmbursed. 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 5~2 B 
Philadelphia, Pen~sylvania 
(214) MU 6 1776 " 

'~Mr. Thomas Allwein 
Corporate Security Director 
Central Soya 
Fort Wayne, Indiana 46802 
(219) 422 8541 

Mr. Arthur J. Bilek 

19107 

Corporate Director of Security 
CFS Continental, Inc. 
100 S Wacker Drive 
Chicago, Illinois 60606 
(312) 368 7515 

Mr. Leo F. Callahan 
Vice President 
International Association of 

Chiefs of Police 
1300 N Broward 
Fort Lauderdale, Florida 33312 
(305) 761 2344 

Mr. Dennis A. Chesshir 
Manager of Industrial Security 
General Dynamics Corporation 
Fort Worth 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 
(504) 82;2 2414 

Mr. Paul Douglas 
State Attorney General 

70119 

2115 state Capitol Building 
Lincoln, Nebraska 68509 
(402) 4712682 

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 
Old Orchard Road 
Armonk, New York 10504 
(914) 765 4884 

Mr. Wilbur Rykert 
Executive Director 
National Crime Prevention Association 
National Press Building, Room 985 
529 14th Street, N.W. 
Washington, D.C. 20045 
(202) 393 3170 

Naomi O. Seligman, Esq. 
McCaffrey, Seligman and Von Simson 
251 E 61 Street 
New York, New:York 10021 

Mr. Warren H. Simmons, Jr. 
Senior Vice President 
Personnel and Industrial Relations 
R.H. Macy & Co., Inc. 
Herald Square 
New York, New York 10001 
(212) OX 5 4400 

Mr. Gordon Williams 
Vice President 
National Retail Merchants Association 
100 W 31 Street 
New York, New York 10001 
(2l2) 244 8780 
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The following is a list of individuals with whom the staff 
of the Crimes Against Business Project conducted in-depth 
interviews between the months of February and April, 1977. 

Mr. Toney Anaya 
Attorney General of New Mexico 
P. O. Box 1508 
Santa Fe, New Mexico 87501 

Ms. Shirley Barefield 
State Planning Office of 

New Mexico 
Suite 403 
Santa Fe, New Mexico 87503 

Mr. Hollis Bauers 
American Bankers Association 
1120 Connecticut Avenue, N.W. 
Washington, D. C.,20036 

Mr. Robert Beauvais 
Deputy Director 
Department of Corrections 
State of New Mexico 
Post Office Box 2325 
202 Galisteo Street 
Santa Fe, New Mexico 87501 

Mr. Guy Berado 
Special Agent 
Federal Bureau of Investigation 
201 E. 69th Street 
New York, New York 10021 

Mr. Jim Bridges 
Security Consultant 
Federated Department Stores 
222 W. Seventh 
Cincinatti, Ohio 49202 

Hon. Andrew Bucaro 
Judge 
Municipal Court 
727 South Broad 
New Orleans, La. 70119 
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Sgt. C. F. Buckland 
Los Angeles Police Dept. 
Robbery-Homicide Division 
150 N. Los Angeles St. 
Los Angeles, Ca. 90012 

Chief Leo Callahan 
Vice President 
International Association of 
Chiefs of Police 

1300 N. Broward 
Fort Lauderdale, Fla. 33312 

Mr. Lawrence Casanova 
Security Manager 
Maison' Blanche 
P. O. Box 60820 
New Orleans, La. 70160 

Mr. William Corrigan 
Manager, Security Department 
Ford Motor Company 
American Road 
Room 423 
Dearborn, Michigan 48121 

Mr. :R'.ichard F. Cross 
Vice President 
Bank of New York 
48 Wa.ll Street 
New York, New York 10015 

Mr. D. R. Derning 
Project Director 
Standards and Goals Project 
Illinois Association of 
Chiefs of Police 

Room 207 
841 Spruce Street 
Winnetka, Ill. 60093 

II 
11 J 
il 
'I 

, 

-----.-J 



) 

) 

• 

J 

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 
Assistar-t 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 

Coorqinating Council 
Lew Wallace Building 
513 Sixth, N.W. 
Albuquerque, New Mexico 87102 

Mr. Vernon Hoy 
Director 
Arizona Department of Public 

Safety 
2310 N. 20th Avenue 
Phoenix, Ariz. 85009 

4-2 

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

Mr. Clarence Kell~y 
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. S.Courthouse 
Third and Constitution, N.W. 
Washington, D. C. 20001 
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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 OrlE~ans 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 
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Mr. John L. Schwartz 
Manager, Corporate Security 
Abbott Laboratories 
14th 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 



~-----~.-.,..--.,....-~~~-~~---,-~ ~~ - .. ~----- -~---------

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 crime! either at the 
macro or micro levels. Even the relevant importance 
of employee theft versus shoplifting as contributc;>rs 
to retail shrinkage is not known by the most SOph1S
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 i~ 
unquestionably sUbjective. The,issu7 of bc;>okkeep1~g 
error also arises, and here aga1n, llttle 1f anyth1ng 
is firm, but some part of unaccounted for ~etail 
inventory shrinkage is unquestionably attr1butable 
to this cause. 

Poor record keeping and stock/fiscal controls systems 
C'.re an invitation to employee theft, from pilferage 
to embezzl\~ment to commercial bribery. 

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

Good relationships between employer an0 employee 
contribute significantly to the control of employee 
theft of all kinds. 

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 ~oes not re~ort 7r~me 
is that the judicial system 1S seen as 1neff1clent 
and excessively lenient. Major steps have to be 
taken to improve both the reality an~ th7 i~age 
of the judicial ~ystem (a separate shopl1ft1~g court 
was seen by on~ respondent as a usefu~ solut~on, , 
although this is only one small step 1n deal1ng w1th 
a large and complex problem.) 
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• 

• 

• 

• 

• 

• 

• 

.. 
The criminal justice system responds to public 
p:essure and currently the public concern is with 
v101ent crimes. Business must communicate to 
the public and the criminal justice system that 
the non-violent crime is of major sigificance to 
the economy. 

Public pressure aside, the criminal justice system 
does not want--and cannot allow itself--to be 
saturated with the mass of shoplifting and pilferage 
offen~es. Thi~ has to be the role of private 
~ecu:1ty, work1ng closely with the public criminal 
]Ust1ce system, not independently of it. 

Because of the importance of their role there must 
be higher standards for security guards: Contract 
~uards in par~icular are very frequently ill trained 
and Psycholog1cally unfit for their role. Many 
have prior criminal records. 

Privacy legislation has made it very difficult for 
employers to screen potential employees regarding 
past offenses. ~lthoughconviction records can be 
~egally c;>btained, they are difficult to come by 
1n pract1ce. ,Further, past employers are very 
reluctant to 1nform a would-be hirer that an indi
vidual, was terminated for theft. There is extreme 
perh~ps e~cessive, sensitivity to the possibility , 
of v10latLng the,Privacy Act and, indeed, of being 
accused of q varlety of civil rights violations. 

Insurance companies require very little in the way 
of security as prerequisites for policies. The 
cost of a claim is passed back to the consumer 
and the ins~ran7e 70mpanies recoup the payment of 
a large cla1m w1th1n three years via increased 
premiums. 

There needs to b~ an education/communication pro
gram between bus1ness and the criminal justice 
system, particularly relating to business' learning 
to protect themselves and tne responsibilities they 
have. 

Values such as honesty and civic responsibility 
must be taught and reinforced in the schools. 
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• Organized crime is heavily involved in white 
collar crime. (Although not within the purview 
of this grant, anyon-going anti-economic crime 
entity will need to recognize and deal with the 
impact on organized crime respecting business.) 

• 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 10ng
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 playa 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 on the part of the business 
community in the judicial system, leading to increased reliance 
on private security, independent of the public criminal justice 
system. Special courts, standardized sentencing guidelines and 
improved communications between business and criminal justice 
communities were suggested as possible answers to the latter 
problem. 
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DEMONSTRATION PROJECTS 

Introduction 

It is evident that one cannot combat crimes against business 
in a piecemeal manner. The pieces interact and a total 
system has to be designed in order to obtain the maximum 
impact on the problem. It is also clear that there are 
three strategies which must be pursued - defense, deterrence 
and demotivation. Defense--"hardening the target"--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 clt~~arly 
not being accomplished. Part of the problem lies with the 
prosecutorial and judicial components of the criminal 
justice system and some proposals in this area will follow. 
Demotivation refers to reducing the motivations to commit 
the crimes; some of these motivations are rooted in social 
and socio-economic circumstances which go beyond the scope 
of this project, crucial though they undoubtedly are; others 
relate to the spread of "counter culture" attitudes which 
can be influenced among the school age population; and 
others (perhaps also related to counter culture attitudes) 
spring from dissatisfaction with one's employment because 
of real or imagined inequities in payor promotional 
prospect, working conditions, etc: these can be addressed 
but probably not under LEAA funding. 

Our demonstration program recommendations, at the conceptual 
level upon which this paper is written, are summarized 
by type of crime, 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" 
quoted 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. 
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Figure 1 

CRITERIA FOR SELECTION OF TARGET CRIMES 

DEMONSTRATION 

Economic Impact of the Crime 
on Society 

Recognized High Priority by 
Business 

High Probability of Measurable 
Achievement 

Generalizability to Small as 
Well as Large Business and 
to Several Types of Business 
Operations 
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RESE}~RCH -
Actual or Potential Economic 
Impact of Application of the 
Research Findings 

Fea~ibility of E~ergency of 
Va11d Research Findings 

Recognized High Priority by 
Business 

Generalizability to Small as 
Well as Large Business and 
to Several Types of Business 
Operations 
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a great deal in this area). Embezzlement and securities 
theft/fraud have not been singled out for a specific 
demonstration project, because it 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 
communi ty. ) 

("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 vulnerable to 
certain crimes. 

General Concepts, Relevant To All Industries 
And Crimes Against Business 

Deterrent 

We propose that, in a selected .. communi ty (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 
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Figure 2 

SUGGESTED DEMONSTRATION PROJECT TARGETS 
(CRIME AND INDUSTRY). 

Crime 

Employee Pilfering 

Commercial Bribery 

Retail 

'

1

:*1 GJ 

Industry: 
Manufacturing 

(Light) 

G*l 
~ 

Hotel 

[2:*1 
·EJ 

Securities Theft/Fraud } 
Embezzlement ) See Note at Foot of Figure 

Arson 

Burglary 

Vandalism 

Shoplifting/Guest 
Theft* 

Insurance Fraud 

Check Fraud 

Credit Card Fraud 

# = Rank Order of Estimated 

Excluded 

Excluded 

G*l 
~ 

NA 

f5*l 
~ 

6 

Excluded 

Excluded 

f3*l 
~ 

NA 

NA 

4 

NA 

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

Excluded 

Excluded 

EJ 
Il*l 
~ 

NA 

5 

6 

Insurance 

4 

Excluded 

Excluded 

3 

NA 

rl*l 
~ 
NA 

NA 

NOTE: Although not dealt with as specific, measurable projects, 
combatting these crimes will not be overlooked. The general 
measures recommended. are expected to have some impact. 
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understandably) these units, where they exist have dealt 
with ~rimes ~ business. ~ny s~ch units should unquestionably 
do th1s work, but a sub-un1t sk1lled in embe.zzlement 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 neterrent 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 t~is policy. Retailers would carry its emblem displayed 
prom1nently, and all employees would receive this philosophy 
in their employment policy documents. 

Defense 

Another general type of program would be training (by 
works~ops or seminars and publications)of business people-
espec1ally 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 g what information can be gleaned 
fro~ what source about potential employees), the physical 
des1gn of the "plant," and how to deal with identifiable 
vulnerable points. 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 me~tings--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 
to the grocery bill. These meetings and workshops should 
be conducted by charismatic individuals who are "heros" 
to the audience being addressed. 
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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 d@signed 
to establish a good organizational climate in businesses 
that have morale problems. This would involve diagnosis 
followed by specific programs, including those related 
to the inclusion of loss control as a ,variable in job 
evaluation of supervisors and such obvious morale-builders 
as improved control over work schedules, more equitable 
and visible promotional structures and processes, etc. 

RETAIL INDUSTRY 

Employee pilferage, shoplifting, vandalism, oommercial 
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 nop-violent crimes against retailers (excluding 
burglary).. Judge!:) would be rotated through a "tour of 
duty" and would be encouraged to attend meetings of con
cerned groups and read the specialized literature being 
prepared for the proposed training of police, prosecutors 
and business people as detailed in the Communications 
Strategy paper (as well as above). 

MANUFACTURING INDUSTRY 

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

We would also expect this group formally to establish and 
announce a "no kickbacks given or received" policy and, 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 
for establishing good relations with employees, and; b) some 
employee relations and personnel management training in 
general would be of major importance. 
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HOTELS 

In a.ddition 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 
handed to a designated floor supervisor (housekeeping) 
on check out, who quickly inspects the room before the 
guest is handed the bill. Evidence of theft would be 
immediately communicated to security who would then directly 
interrogate the guest. Complementary to this there should 
be notification to guests that rooms are subject to 
inspection upon check out and that losses may lead 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. Good public relations would be called for 
to avoid undue offense to non-offender guests. The trade
off between loss due to guest-theft and loss of business 
is one that has to be measured in evaluating any such 
program. 

Commercial bribery is common in the "hospitality industry." 
A formal "no kickbacks given or received" must be stated by 
top management and and identified cases prosecuted. 

INSURANCE 

Insurance fraud is found in many areas of insurance business. 
It is unlikely that any project could (or should) deal with 
every area. We propose that fraud by arson and some petty 
but pervasive fraud, such as inflated automobile repair 
work charges, should be the focus. 

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 
crimes unit by the insurance company if it so desires--can 
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.) 
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ADDENDUM 

lt of the Crimes Against Business Council meeting 
t~t,.i :a~~~~gton , D. C on March 24/25, 1977, i ~ has been 

,.,' d that Fencing should be added as a crJ.me to b7 
~~~~:ded among our demonstration projects. strategJ.es 
for this particular project have not been agreed upon. 
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PROPOSED RESEARCH PROJECTS 

Introduction 

In dealing with a topic such as Crimes Against Business, 
there are numerous possibilities for me~ningfu1 research. 
The criteria used for identifying the pr'Oposed projects 
were as follows: \\ 

• the suspected actual/potential economic impact 

• the applicability and genera1izabi1ity of the 
findings 

• feasibility of the research effort 

• recognition of priorities of business 

• general lack of information in the area 

The attached outlines for proposed research address t.he 
general questions: 

'. I 

1. To determine if it is possible to develop predictors 
for crimes which would allow for active prevention 
efforts (No. 1 Predictors far Arson and "Bustout 
Schemes") . 

2. To determine whether it is possible to define and 
catalogue potential modus operandi of potential 
crimes and demonstrate effective models of detection 
on the basis of these mo's (No.2 Computer-Assisted 
Crime) . 

3. To determine whether current legislation is sufficient 
or if changes in statutes would provide for more 
judicious and effective processing of Part II crimes 
(No.3 Legislative Package). 

4. To determine if it is possible to abstract and 
determine the actual cost-effectiveness of prevention 
a.nd deterrence efforts by determining the actual 
dollar impact of crimes against busines$ (No. 4 
Econometric Analysis of Crimes Against Business). 
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5. To determine whether it is fea~.j-,b1e to develop a 
prescriptive package for law el1f<;>rcement a~d . 
prosecutors to follow in deve1op1ng economlC cr1me 
cases. The primary intention would be to enable them 
to pass the screening procedures of the prosecutor's 
office (No.5 Model Package for Prosecution). 

These projects are not considered exhaustive of the needs 
in the area, but they do attempt to deal w~th ~ bro~d.ran~e 
of the issues which are relevant to effectlve 7dentlfl,?atl,on, 
prevention, investigation and deterrence of cr1rnes agalnst 
business. 
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Research Project 1. Predictors for Arson (Insurance Fraud) 
and "Bustout Schemes" 

There is general agreement that the occurance of arson 

(insurance fraud) a:r:td "bustout schemes" become more prevalent 

during times of economic recession. In most cases 'the 

insurance companies and police departments are reactive 

in their investigative attempts to identify the individuals 

responsible. The purpose of this proposed research effort 

is to determine if some common factors'can be identified 

with regard to the histories of the businesses which have 

been destroyed by these crimes. Following identification 

of such variables it would be possible to track potentially 

vulnerable businessea and presumably determine a constructive 

course of prevention. 

Procedure 

Insurance investigators and municipal fire inspectors would 

provide initial identification of a population of businesses 

which have been subjected to arson or "bustout schemes." 

Analysis of variables such as: 

• credit rating • single owner/corporations 

• loan extensions • business losses 

• geographic locations • profit picture 
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. f"l f the "typical" would be attempted to determ~ne a pro ~ e 0 

th heme~ Secondlv, an in-depth business subject to ese sc~· J 

analysis of the trends profile of these businesses would 

be required to determine which factors are most likely 

to provide Economic Crime Units with reasonably reliable 

. for the occurance of such schemes. pred~ctors 

In order to be useful, this information would require a 

standardized technique for tracking businesses within a 

given community. 
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Research Project 2: Computer-Assisted Crime 

There fs general agreement that the proliferation of 

computers provides a vehicle for enormous potential 

losses. Two fundamental problems associated with this 

statement concern: 

• The lack of information regarding how these rip 

offs can be accomplished. 

• The lack of information which defines the extent 

to which these 101:"ses are currently actually 

occuring and have not been identified. 

Procedure 

This research project presumes a two-phase effort. 

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

can be used in ne:Earious rip off schemes; it is suggested 

that a "think tank" of high-level computer specialists 

be brought together and given the mandate to develop 

prototypic models of computer-assisted fra.uds. These models 

would be developed for a variety of simulated situations 

which closely approximate the actual uses of the computer 

in a variety of business enterprises . 

" The next step would require this "think tank" to develop 

detection techniques required for active identification 

and investigation of these "model" computer rip·offs. 

5-14 



-, 
1 \.~\'.;,.~ .... :~2!:;:::"'-,-,;;,;~,:,,,;:!."t~, 

,t 

» 

t 
f 

I 

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 cutrent losses being sustained by 
\\ 

a random sampling of businesses. It woulr require the 

active cooperation of business executives to allow an 

unannounced audit of computer procedures by the "think 

tank" personnel. These audits would involve the application 

of the detection products developed in Phase I. 

An analysis of these findings will allow a more accurate 

projection of current and future potential losses than is 

currently available according to more conventional techniques. 
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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 thode 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 a~ to what 

actions are proscribed. They must afford limited opportunity 

for interpretation, for on such foundations ladders are 

built to allow guilty parties to climb above the intent 

of the law. 

The law must consider new and novel approaches to writing 

statutes, allowing the punishment to fit the crime. The 

law might decide to eliminate some of the judicial discretion 

abounding so freely and seek to establish mandatory minimum 

sentences for repeat offenders. 

In any event, the law must be made contemporary. And in no 

field does the law seem to be more archaic than in the 

field of business and economic crime. 
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Procedure 

A comprehensive review of existing federal and state 

statutes with respect to economic crimes must be undertaken. 

I f 'rom eX1' sting statutes those provisions The review must cuI 

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

statistical data should be 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 

bill$ have any relevance to economic cr'ime. 

Various other agencies, associations, panels, etc. should 

be contacted in order that all existing or prospective 

laws are gathered for review. 

After such a gathering of information, model statutes 

should, be drafted to be 'used on a national basis. 
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Research Project 4. Economic Analysis of Crimes Against 
Business 

It is currently accepted practice to quote a 24-40 billion 

dollar loss to business and the economy due to crimes against 

business. It is presented that this cost (loss) must also 

be added to related costs of maintaining private security 

forces and the criminal justice system. It is often 

presumed that a considerable portion of these costs/losses 

is passed on to the consumer, through increased prices 

which in effect contribute to the general inflationary 

spiral and the inability to sell many products to foreign 

markets (imbalance of payments). 

Procedure 

This research project proposes an econometric analysis of 

the actual dollar cost and impact of Crimes Against 

Business on: 

• individual businesses 

• the consumer 

• the national economy 

This analysis, in effect, will attempt to define the way 

in which the presumed impact of crime compares with the 

actual recirculation of the dollars withdrawn from 

legitimate business due to crime. Secondly, the analysis 
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will examine the actual cost/benefits of maintaining the 

current criminal justice system with regard" to the dollar 

savings for the population of business regarding criminal 

losses. Finally, this analysis will attempt to define 

the direct and indirect ways business losses and security 

expenses impact the consumer and business. 
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Research Project'S. Model Package for .Prosecution 

The current drop-off rate from arrest to prosecution is 

approximately 30% for econo~ic crimes. Law enforcement 

of.ficials often claim that prosecutors screen out "good" 

cases which should be prosecuted; while prose~utors refer 

to the "bad" arrests made by police officers. The latt:er 

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 ipve§tiga

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 infermatien will then be made available for disseminatien 

threugh werksheps, seminars~, and pamphlets to. law enfercement 

efficials and presecuters natienwide. 
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Suggested Criminal Jus·tice Medificatiens 

Intreductien 

It is a widely accepted view that these cemmi.tting crimes 
against business are victimizing net enly bus:iness but 
the public at large. Hewever, it is also. widely neted 
that these criminals are presecuted speradica.lly and 
rarely, if ever, experience any;.meaningful criminal 
penal ty er 'sanctien. .. 

Therefere, if we are to. fashien a credible dE!terrent to. 
cemmercia·l crime, the presecutien thereef mu~;t become more 
than an empty gesture or a sporadic act. 

New and inneva'tive statutes must be written to. adequately 
deal with the sephisticated and semetimes cemplex nature 
ef cemmercial crime. In additien precedural devices must 
also. be fashiened so. that the crimin~l justice system can 
preperly and fairly presecute and dispense justice with 
regard to. these crimes. 

Cegnizant ef these cenditiens the Ceuncil haLS endersed 
ba~,ic recemmendatiens to. be censidered by the Criminal 
Justice Modificatien Werkshep Panel. Felle~lling is a list 
ef these recemmendatiens and the ratienale behind the 
initial discussiens. 

• Spenser legisla tien allewing fer SE~vere penal ties 
to. be impesed, when the magnitude c>f the crime ' 
warrants. 

The existing Cemmerical' Bribery Se.ctien, 35-18-
10-1 and 2, ef the Indiana statutl'les, relegates 
the entire area ef cennnercial bribery to. the 
bribery ef officers and carriers ()r the bribery 
~ efficers and empleyees ef carriers. Hewever, 
even more startling is that the mest significant 
previsien ef this statute previd~E!S that vielatien 
thereef, in any manner, subjects the guilty,party 
to. a ridiculeusly lew fine (minimum of $25 to. a 
maximum er $100.) 

The statute is ineffective and qeunterpreductive • 
Altheugh it is repealed effective July 1, 1977, 
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it is illustrative of the fact that with respect 
to certain commercial criminal statutes, the 
criminal justice system does not provide adequate 
penalties, nor does the criminal justic~ system 
attempt to fully address the magnitude of the 
problem. 

As the legislation with respect to statutes should 
become more cognizant of the range of penalties 
imposed, so too must we look to the various aspects 
of sentencing with respect to the variety of 
commercial crime. 

Recently, a group representing real estate devel
opers in the Southwest perpetrated a fraud upon 
the public, reaping a harvest of over 200 million 
dollars in profit. The guilty parties were tried 
and convicted. They were sentenced to a maximum 
of two years in jail, such time to be served during 
the week only. The perpetrators were allowed to go 
home on'weekends. 

It is submitted that sentencing of this type, after 
an acknowledged theft of over 200 million dollars, 
makes the prosecutorial deterrent nonexistent. 
Under these cGmdi tions such acts will continue to 
be committed no matter what the written law 
proscribes. 

Create separate courts dealing with non-violent 
crimes against business. 

The City of Chicago has instituted a concept long 
championed by the retail industry. A separate 
court dealing only with retail shoplifiting has 
been established. 

Advocates of this type of alignment believe that 
the congestion of the regular courts will be I 

alleviated. They believe that a judge will be 
more inclined to view the seriousness of a non
violent crime without having to compare it to a 
violent crime. Judges and prosecutors will 
become more expert in commercial crime and better 
able to understand otherwise complex material and 
testimonYe 
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• Establish mandatory prison sentences for any 
repeat offender, notwithstanding the crime. 

~ng a controversial topic, the Council feels 
~t ~ust be c~nsidered, notwithstanding the 
o~v~ous cons~deration that judicial discretion 
w~ll be severely limited. 

It should be noted that the proverbial "one bite 
of the a~ple" is c;tllowed. Judicial discretion 
as to pr~son conf~~ement is not eliminated until 
t~eparty being sentenced has already been pre
v~o~sly convic~ed. The length of the mandatory 
sentence may ~~ther.be statutorily prescribed or 
left to the d~scret~on of the judge hearing the 
case. 

Establish the use of increased penalties for 
repeat offenders. 

Onc'~ c;tgc;tin, this provision is aimed at the 
rec~d~v~st. The knowledge that increased penal
ties apply to a repeat offender will hopefully 
deter possible future crimes. 

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

Applicc;tbility of multiple offender statutes is 
ofte~ ~gnored by prosecutors. However, if utilized 
cons~stently by each prosecutorial office the 
deterrent effect is obvious. ' 

Provide both criminal and civil sanctions to those 
convicted. 

For example: 

the guilty party must make restitution of all 
monies or property; 

the guilty party is precluded from engaging 
in similar business or practice. 

A person may enter a particular commercial 
endeavor, defraud various businesses in any number 
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of ways, and somehow be caught. Yet, after 
trial, conviction and s,entencing, 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 conceiva
bly begin 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. 

--r-' 

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 max:-l. mum penal ty qui te severe 
in light of the penalties enumerated in other 
statutes. Innovative statutes similar to this 
Minnesota statute must be considered, and their 
feasibility measured. 

5-25 

'~~--rl"--

• Create specially trained units assigned to the 
police 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 
carryon through to the judicial process. 

Law enforcement must acknowledge that commercial 
crime is complex and difficult. If a person is 
mugged, he will know it immediately. If employees 
pilfer, or embezzle, the effect is not as immedi
ately recognizable, and the case is lokely to be 
more difficult and time consuming to develop. 

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

• Set up a procedure whereby' the sentencing judge and 
prosecutor are notified when an indl:iT~"dual comes up 
for parole. 

It seems obvious that the prosecuting a'ttorney 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 is essential also, 
but that is not within the purview of this paper. 
However, it should be noted that without such commit
ment £rom business (e.g., better record keeping; strict 
announced policies against all crime; the willingness 
to report and prosecute offenders, etc.) then the 
corr~itment 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 al~ necessary before our 
criminal justice system is made to function effectively 
to deter crimes against business. 
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Some Recommendat.ions for a National Data Base 

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 econo~c impact of crimes against business. This 
phase focused o~: 

\, 

\~;;:~-::::: 

• sources and extent of available data: 

• gaps in available data base: 

• accuracy and adequacy of current data collection 
methodologies. 

On the basis of the information complied, preliminary 
recommendations were made for· provision of a reasonably valid 
national data base respecting the economic impact of crimes 
against business. 

The following recommendations are excerpted from our "State 
of the Art" paper of March 1977 as approved by the Crimes 
Against Business Advisory Council. 
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preliminary.Recommendations 

Data collections should serve several purposes in addition 
to scoping out the dimension of a problem: The reco~nda
tions set forth below describe methodoloc;p.cal alternat7ves 
which take into account the conclusions/problems ~escr1bed 
in the previous sections, and the need to acc~mp11sh the 
following through the process of data eollect10n. 

• 

• 

• 

• 

Provide an incentive and a vehicle for individu~l 
businesses to assess the impact of crime on their 
profit picture and make crime loss a management 
issue. 

Establish communications between and amo~g 
businesses and the Federal government wh1ch 
brings crimes against business into focus and 
priority attention. 

Provide information to raise t~e conscious~ess 
of the consumer vis-a-vis the 1mpact of cr1mes 
on the general economy and inflation. 

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: ~he ~irst four ~re not 
mutually exclusive, although 1t 1S 11ke1y t~a~ 1f both 
1 and 2 (collection from business br a mod1f1e~ tax 
return or via a special data co11ect10n effort 1n a,sample 
of businesses) were found to work, only one would, 1n 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, embezz1emept and robbery 
(see Appendix L). IRS supplemental schedules for forms 
for gains and losses could potentially pro~ide an accu:ate 
source of information regarding the loss f1gures susta1ned 
by businesses due to crime. 
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Currently ( it is not possible to parcel out these figures 
on corporate tax returns as the schedule groups together 
allowable losses and therefore the source of the loss 
cannot be determined from the gross figures. 

Secondly there iF generally collusion among executives at 
all levels of a corporation to "bury" such losses under 
alternative categories and thus prevent identification of 
losses directly due to theft (which companies and executives 
find embarassing). 

A modification of categories on the supplemental form with 
the explicit requirement. to identify accurately the nature 
of the loss could provide direct, reasonably accurate data. 
Since tax forms are filed yearly these figures would 
represent an ongoing data gathering process which could be 
compiled and reported by the IRS in in its publication, 
Statistics of Income - Business Income Tax Return. 

Groundwork would have to be done to generate the willing 
cooperation of business by indicating that this is the 
most discrete and confidential method of collecting statis
tics which are important to business. 

Advantages 

• 

• 

• 

• 

The IRS is a highly credible source and the 
request to report on tax forms should provide 
adequate incentive for businesses to maintain 
accurate loss records on crimes against business. 

The IRS tax machinery represents the mQ~t direct, 
efficient, inexpensive and accurate method for 
generating statistics on an annual basis. 

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

of 
would 
to 

The IRS would be able to analyze these figures 
with regard to a variety of variables; e.g., size 
of corporation, geographic location, personnel 
expenditures, type of business organization, etc., 
since this information is available off the tax 
forms. 
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• The IRS would have information from the entire 
. opulation of businesses rather than a sample. 
~his could help overcome the reluctance of 
individual businesses to reveal los~es fo: fear 
their credibility will be reduced V1S-~-V1S 
competition. 

Disadvantages 

An effort would be requir~d to establish a report!~~i~:~uire
ment for IRS to gather th1s data. IRS refu~~dl;75. It 
re uest made by the Department ~f Co~rce 
isqunlikelY that they would be 1mmed1ately favorable to 
such are request in 1977. 

d d that it is in their own Unless businesses can be perSU~e~y they are likely to resist 
best interes~ ~o repohrt acc~~athe IRS reporting format. any such addJ.t1onal c ange 

not be accurate with regard to loss , 
Reporting may t;'till ma still attempt to "o-try" figures ~n 
category. BUS1ness y f t 1 losses and the sp11t 
order to prevent disclosure 0 ac ua non-criminal 
between shoplifting, internal t~~::~~n~xtremelY difficult "shrinkage" qf invent?rY,would ~ClllCl.;J.n 
to assess in the reta1l 1ndustry. 

2. Representative Sample Panel of Businesses· 

, 1 of the Victimization This proposal env7sages an a~:a~ion as the sample unit. 
Surveys, with bus~ness or~a~ of stratified (by type of 
The,sample ~OUldf ~u:~~:sso geographic area) rand~m sample 
bus1ness, S1ze 0 't' ~ (Probably different1al 
withi~ selecte~ commun~d1~e·used in some strata, in order 
sa~l~ng fra~t10n~i:~~lity of estimates for parti?ular 
~~d~:~~~:,te~c~e Weighting would be used to obta1n 
national estimates.) 

"h b . esses that constituted the 
It is envisioned that t ~ ~~~~inUOUSlY reporting losses 
sample would form a pane, 'd from the time of enrollment, over a two or three. year per10 ~ 
before being replaced by new un1ts. 

Bias due to difference between those ~~g~~!:a~~o~: that 
cooperated and those that did n~~ w~u"once only" picture 
investigated, presumably b~0;:k1a~d comparing this with of a sample?f non-coopera , 
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equivalent data from Cooperators. Corrective weighting 
could then be applied to improve the estimate, if dis
crepancies were found. 

We anticipate that a sample of about 10,000 businesses 
would be adequate for the purpose of estimating losses, 
making comparisons between broad industry groups (various 
categories of retail and wholesale business, pf manufac
turing, of service, finance, insurance and transportation). 
Sub-samples of the total panel sample would be replaced, 
at intervals, with new units. This procedure can be 
optimized to give the best combined estimates of losses 
at a particular time and of trends over time. It also has 
the advantage that dropping a cooperative business from the 
study after, say, two years enable.s that business to drop 
tile sophisticated data collection effort if it finds it 
onerous and not, for its own purposes, cost-effective. 
On the other hand, if it finds such data to be a useful 
management tool, then it would possibly want to continue 
without federal support for the effort. From the viewpoint 
of data validating per unit, a panel ha~ the advantage 
that one is not relying upon data gathering by non-standard
ized methods (or upon memory) in order to obtain the 
entries in, the recording,schedule. A unique, standardized" 
system, using very rigorous and explicit definitions of 
each crime category and explicit means of measuring, would 
be established at t,he o,utset in each cooperating organization. 
once this system was in place, reporting would not call for 
personal, face-to-face interviews; returns could be made by 
mail, although some monitoring visits Would be in order. 
The paneI's" CQuTd -be "extensfoiis of" the existing cammereTal 
victimization surveys. 

Advantages 

No legislative changes would be needed to establish these 
panels and, given a truly representative sample, the loss 
figures could be made sufficiently accurate for all 
practical purposes (although the shoplifting/pj,lferage 
breakdown would still be in doubt without a further step, 
as described in 3) below). ,The NCJ.ISS would~nalyze 
and disseminate the data as part of its standard service. 

Disadvantaqes 

Even with the proposed sample size, there would be 
considerable restriction on the fineness of analysis 
could be performed, cOmpared with a census such as 
tax returns would provide. There is also the danger 
despite all checks and corrective weicjhtings, a bias 
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cou.ld enter the estimation proces~ 1;»ecaus~ 
between these organiza~ions that )01ned t e 
panel and those that d1d not. 

o.f differences 
reporting 

oblem of identifying the crime (as 
In any system, the pr of loss) still remains and, as 
distinct,from theffactth shoplifting/pilferage split. 
stated, 1S acute or e . 

3. .Sample Survey of Individuals 

in obtaining information on the dollar 
In order to hel~ (h l'fting versus pilferage) that 
magnitude of cr1mes ~ op 1 oss measurements within an 
cannot be easi~y ?bta1ne:s~~dlthat an experiment be carried 
organization, 1t 1S ~uf~ ublic (say 14 years an~ over) 
out among a sample,o "~fPillegal activity. Obv10usly, 
to obtain "confess10ns , out under circumstances of 
this would ha~e to.be.carr1~dh uaranteed (and evident) 
absolute conf1d~nt1a~1~y, ~ ~ g (This probably precludes 
absence of any 1dent1f1cat70t~rviewing at a person's home 
sampling househo~ders and .~~ the Census work; a version. 
as is customary 1n Bureaud b market research organizat1ons, 
of the "quota"*metho~ use P1Ing statisticians, might yield 
although frowned on ihsa~ndividual interviewed in the 
good results because e 1 ld not be asked for name or 
street or in a c~f~' etc~ :~~ilY convinced of anonymity, 
address and cou1 h e1dmo~ s address were identifi.able.) 
than if the house 0 er 

. th t eople are qu.i te willil'lg to 
There is"some,er1de~ce tsaag~inst business under 'the 
"confes~ to 71 ega ac as illustrated by some LEAA-
appropr1at~ ~1r~~s~~~:~~iantic Research Institute. 
funded wor . Y . a roach and instruments are 
Wh~ther the1r part1cular pp.' . Y but some such 
valid is a subject ~or further 1n~u1~0~e and would, if 
effort seems promis1ng ~noug~ ~~ t~ loss estimates obtained 
valid, be a ~sefu1 comp.em~~ons either by a tax return 
from the bus1ness organ1za~ , 
or a sample-panel method. 

d raphic characteristics such 
* Sample is ba1anceddbY ~~~conomic status, within area. 
as sex, race, age an SOC1 
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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 comparabll2 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 bu~iness 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. 
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» Recommendations 

With regard to data gathering several recommendations can 
be made: 

• 

• 

• 

• 

• 

Business u~st be pursuaded to report known offenses 
to local police departments. 

UCR r.eporting should place stronger emphasis on 
the reporting of Part II crimes reported ~y _ 
municipal agencies (currently only approx1mate!y 
one-fifth of municipal police departments turn 
in such records). 

Prosecution data gathering system should be 
established nationwide. A standardized format and 
some standardized process for monitoring the 
screening procedures is required. This information 
should be forwarded to UCR state centers. 

Courts should refer disposition data, sentencing 
and actual commitment to prisons to UCR units. 

Correctional institutions should pr'ovide standard
ized annual reporting systems to state ~CR.centers 
as do municipal police departm:nt~. Th1,S 1nforma-
tion should include annual adm1ss1ons data and . 
population profile by standardized offense categor1es. 
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Some Recommenda'tions for 
Communicati'on'sand' Insti't'U'tionali'z'a't'ion 

Introduction 

The following overview of proposedatrategies 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 
communi ty 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 w~rking 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 problem. 
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Examples of such agencies are: 

• 
• 
• 
• 
• 

• 

International Associa\tion of Chiefs of po'lice 

National Association of District Attorneys 

American society of Industrial Security 

National Association of Manufacturers, 

Chamber of Commerce of the united States 

Local Chambers of Commerce 

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

--,I - - -~-------.-.,- -

There has been indication, by many of these nation~l 
organizations, of their willingness to cooperate wl.th the 
Crimes Against Busin~ss Project, but a~ ye~ no ~o~on to 
Il\eeting of all these groups has occurred; .:and, ea~hl <t~mds 
view the shared problems through their own perspectl.ve. 
Coordination and cooperation can be achieved by such,means as 
nc.\tional and regional forums, roundtables, pr7sentatl.ons 
b~l one agency to another, etc., and a systematl.c exchange of 
ideas and data by an inter-group newsletter. 

Ontl'! particular means of bringing these national organiza- , 
ti(lIns together is to form a specific divi~ion, repres7nta~l.ve 
of common problems, within each of the eXl.stent.o7g~nl.zatl.ons. 
Nat:~onal conferences would include, ~ia ~hese dl. Vl.Sl.ons, , 
papt:~rs, ideas and discussions regardl.ng l.ssues c:»f overlappl.ng 
interests and jurisd~ction. Formal repres7n~atl.on. by 
'memb\~rs from each of the groups at the adml.n~stratl.c:»n level, 
would enable a consistent and scheduled sharl.ng of,l.nformatl.on. 
A rot.ating system of executives through the executl. ve members 
or me\\lIbers of Boards of Dir7ctors wou~d assure that a shared 
commit:,ment is constantly bel.ng establl.shed. 

Press releases and lobbying activities wou~d,be ;~O:dinated 
by means of these inferlocking efforts; ~ )ol.nt rl.mes , 
Against BusiDess Coordinating Council" ml.ght be tl,le approprl.
ate structure. This could form the cc:»re of a natl.onal 
"Economic Crimes Institute," ,as descrl.bed 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 Nelw 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 
controlli~g crlmes 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, playa valuabl.e 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 networ~ of organizations to that.suggested 
under Communications. 

Nati'onal L'evel. 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 ~gainst Business Coordinating 
Council create~ to coordinate the relevant activities of 
appropriate public interest, professional, and trade. groups, 
but expanded by a small professional staff. In 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; 
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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 
dra~m for a diversity of sources representing criminal 
justice, business, private security and the public sector, 
plus a small professional staff. It is suggested that it 
could be funded by a variety of means" including business 
(through trade associations), foundations and the Law 
Enforcement Assistance Administration. 

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 s,tructure. 
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 bc;>dies (such as "Citizens Crimes Commissions") 
or be extensions of existing programs (e.g., Operation 
Shoplift in ~ew'Orleans) wh~re 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 E

-

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, private security and the criminal justice community. 
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WORKSHOP PANELS 

NEW ORLEANS, NEW YORK 

AND 
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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. O. Box 751 
Portland, Ore. 97207 

Mr. William Cahalan 
District Attorney 
1441 St. Antoine 
Detroit, Mich. 48226 

Mrs. Dorothy Chappel . 
Vice President Human Resources 
The Equitable Life Assurance 
Society 

1285 Avenue of the Americas 
New York, New York 10019 
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Mr. Richard Cole 
President 
Loss Prevention Diagnostics 
P. O. 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 

, , .~.:.. 

'1 
j 

~.; 

I 
I 
1 

1 , . 

~l 

i 
~! 

-j 
;! 

\ 
J 

.1 

-, 

,) 

:. 

Mr. Patrick Foley 
Director 
Wayne County Organized 

Crime Task Force 
1180 Frank Murphy Hall of 
Justice 

1441 St. Antoine 
Detroit, Mich. 48226 

Dr. Simon Fuchs 
Mayor's Advisory Committee on 

Small Business 
230 Tower Building 
Ba,ltimore, 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. 
70 Glencove Road 
Roslyn Heights, New York 

Mr. L. Merritt Kanner 
Director 
Security Systems 
Marriott Corporation 
8515 Biscayne Blvd. 
Miami, Fla. 33138 

Mr. Herman King 
Texas Instruments, Inc. 
P. O. Box 2909 
Austin, Texas 78769 

Dr. Arthur Kingsbury 
Chairman, Law Enforcement 
Macomb County Community College 
Warren, Michigan 
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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, Paw 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 Commiss~on of 
Philadelphia 

1700 Walnut Street 
Philadelphia, Paw 

Mr. Robert Leonard 
Pros~cutor 

Genesee County 
100 Court House 
Flint, Michigan 
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Mr. Gene Leeper 
Natienal Security Manager 
Sears Reebuck & Co.. 
Sears Tewer - Department 731 
Chicago., Ill. 60684 

Mr. William Lucas 
Sheriff 
Wayne Ceunty 
525 Clinten Street 
Detreit, Michigan 48226 

Mr. Richard Mainey 
IBM Cerperatien 
Old Orchard Read 
Armenk, New Yerk 10504 

Mr. Henry R. Mann 
Deputy District Atterney 
220 Wes'~ Breadway 
San Diego., Ca. 92101 

Lt. Rebert C. McClary 
Wayne Ceunty Organized Crime 

Task Ferce 
1180 Frank Murphy Hall ef 
Justice 

1441 St. Anteine 
Detreit, Mich. 48226 

Mr. Leo. McGillicuddy 
Special Agent 
Federal Bureau ef Investigatien 
201 E. 69th Street 
New Yerk, New Yerk 10021 

Mr. William McInerney _ 
11509 Arber Drive East 
Ancherage, Kentucky 40223 

Mr. Themas J. McKeen 
Executive Vice President 
INTERTEL 
1707 H Street, N.W. 
Washingten 1 D. C. 20006 

6-3 

Mr. Geerge P. McManus 
President 
Auto. Theft Bureau 
390 Nerth Breadway 
Jericho., New Yerk 11753 
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SUMMARY OF RECOMMENDATIONS FROM 
PANELS OF "CRIMES AGAINST BUS'INESS" SPECIALISTS 

Introduction 

Two conferences were convened in order to develop certain 
concepts, 'initially g,enerated by tne American Management 
Associations' "Crimes Against Business" project, into recom
mended programs. The project is funded by a planning grant 
from the Law Enforcement Assistance Administration (LEAA) and 
is concerned with strategies to control "non-violent" crimes 
against business. The final outputs will be a set of recom
mendations for: 

• Demonstration Programs 

• Research Programs 

• A National Data Base 

• Strategies for: 

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

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

In all, some one hundrt~ leaders in the fields of criminal 
justice, private security, business and academia participated. 

Demonstration Programs 

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

Internal Defe~sive 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, suita'ble for small and medium sized organizations 
in retail, manufacturing, and hotel/motel industries. 
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Shoplifting and Che<?k 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 Briber.y. The outputs of the group concerned with 
this issue were: 

1. A definition. 

2. Summary guide: i.-:les for use by organizations in 
establishing and co~~unicating 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 
pers~nally 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 
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in particular the creation of a staff that can 
serve as interface with the system, and an improved 
capability in tIle public sector to cooperate with 
business in this activity. 

6. Gui.delines for the development of vehicles for the 
coclperative dissemination of goals within indus
tries, with a particular recommendation that indus
try associations establish committees of members 
to deal with dissemination of information on the 
problem, appropriate philosophy, codes and deterrent 
techniques. ' . . . . , , 

7. An outline of .~ra;ning .p'r~g~~ms/~eminars 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 qrson were also made, including a recommenda
tion that states should consider adoption of the American 
Insurance Assoc.dation Model Arson Law. 

The expertise that is .'11 ready 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 Deterr~nt Measures 

Modifica't'ic)'n of the Criminal Justice System. A proposal was 
made for the ~stab1ishment 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 
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that generally affect the business community. They would 
be staffed by prosecutors (experienced trial attorneys) 
and investigators. Personnel would be specially trained. 
The N~tional 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 su.~h operations and the capability to successfully 
prosecute. A number or:' research projects were proposed, 
which it was thought would l~ad to various demonstration 
projects, including an extension of "Operation Sting," 
directed, however, at finding the receiver who places stolen 
goods in the legitimate market. 

JlDemotivation" 

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 dissatisfaction, etc. Matching 
solutions would depend on the survey findings in anyone 
organization, but would range from eliminating discriminatory 
personnel practices and improving working conditions to 
improving internal communications, providing security train
ing for all employees, dedicating the corpo.~ation to a policy 
of excellence and high ethical standards in all its operations, 
and communicating and implementing a policy of strict sanctions 
against offenders. 

A proposed demonstration program would entail locating organi
zations with recognized problems among its workforce, then 
identifying the causes of these problems, instituting solutions 
and measuring the impact upon workplace crime. A medium-
sized retail store (or stores) was proposed as an example, 
with a similar organization(s) as a control. 

Crime By Young Persons (Shoplifting and Vandalism). ~he panel 
recognized that juveniles from all social strata comm~t acts 
of vandalism and shoplifting. Peer pressure was thought to 
be the strongest single influence, but a "multi-initiative" 
approach was stressed, which would include the family, 
schools and business, and innovative 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, directed 
to parents as well as to juveniles themselves; field trips 
to prisons by juveniles; involvement of business representa
tives in school and COl.:': uni ty programs; evaluating the 
Albuquerque Shoplifting Rehabilitation Program (based on 
driver re-education models), for possible extension into 
other jurisdictions. 

A particular municipality would be selected as the site of 
the "canned" program project, one with recognized problems of 
juvenile crime and little in the way of structured programs 
to deal with the problem. 

Research Projects 

Arson. As a complement to the demonstration project on arson 
already considered, it was recommended that research should be 
conducted on the feasibility and effectiveness of an "educational 
network" which would iilstruct elements of the criminal justice , . 
system,banks, lending institutions and insurance compan7es on 
what characteristics of a business should be looked fo~ ~n order 
to (a) predict the likelihood of intended fraud by arson; and, 
(b) increase the lik~lihood of successful investigation of 
frauds that have been perpetrated. 

fi-ll 

Comput~rs a~d Crime. To research the field of computers 
and cr1me, 1t was pr.oposed that, firstly, an attempt should 
be made to develop prototypic models of ways in which frauds 
an~ embezzlements,can be perpetrated by use of computers. 
Th~s,wo~ld be ach1ev~d ~y bringing together a team of computer 
spec~al1sts and perm1tt1ng them to simulate (with access to 
one or more computer systems) ways of "beating the system." 
Second~y, the team would develop methods of preventing and 
de~ect1ng ~hese crimes, when commited in real-world businesses. 
Th1rdly, g1ven 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 project staff would, it was recommended, include experts 
from the FBI, D7p.artIn7n~ of I?efense, Atomic Energy Commission, 
members of publ1c aud1t1ng f~rms, and academic and private 
computer specialists. 

Statutes, S7ntencing Guidelines, Criminal Justice System Processes. 
The focus, ~t was proposed, would be on commercial bribery, 
theft, fraud, embezzlement and arson. The study would commence 
with,an a~alysis of the affect~ on the system and on society 
of d~ffer~~g stat~teB, sentenc~ng proceduces and court processes, 
currently 1n use, from ::lich recommendations would emerge as 
to what "ideal" statutes, sentencing guidelines and processes 
should be., The researchers would work with such organizations 
as the Nat10nal District Attorneys Association and the National 
Attorneys General Association, ~r{i th legal associations, 
associations of state legislative leaders and with staffs of 
legislative committees. 

SepaIate 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 
thosle 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 ~ocial Impact of Crim(~s Against Business. 
The objective would be'to estim~te the true costs t~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 1:he busin.ess itself, 
insurance companies, the consumer, and the community. Much 
of the input to tne study would come from the proposed National 
Data Base; described elsewhere in this summary. 

Identifying MaJrlagen~ent Techniques that. Relate .. to the Encourage
ment or Discouragement of Workplac~ CrJ.me. Tne 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. 

Im~rovement of Cooperative Efforts Between Business and the 
Criminal Justice System and Between Business and Other Businesses. 
It was proposed that research s~ould be und~rtaken to s~udy . 
the motive and attitudes of busJ.ness regardJ.ng cooperatJ.on wJ.th 
the criminal j us'cice system and vice versa, and also the 
moti ve and attit,udes of business regarding cooperation wi thin 
the business community itself. In-depth interviews, followed 
by a telephone sULvey of business executives, prosecutors 
and senior law enforcen.-·'lt 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 data by 
cost'~ef:fecti ~le means. Following this initial effort, it ,,!as 
hoped that a developmental project could be mounted, possJ.bly 
using the Bureau of the Census/LEAA Commercial victimiza~ion 
sample as a basis for creating a panel of respondent.bus7nesses. 
It was not felt that this could be recommended at th1s tJ.me, 
however, since too little was known about what business could 
or would provide in the way of loss data, hence the need for 
the ini tial s'l.:(~p. 
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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 Insti t.utionalization 

The panel recommended that an Economic Crimes Institute be 
created, policy control being vested in an Economic Crimes 
Council which would act as a Board of Directors. This Council 
would be broadly based. and would represent business, criminal 
justice, private security, consumer groups anci organized 
labor. The Instituters mission would be research, develop
ment and information dissemination in the field of non-violent 
crime against and by business and other organizations. 
In!ormation 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, intern~l 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 a;nd contracts). 

The creation of the I~~~itute would be preceded by conducting 
a National Economic Crimes Forum, with Federal support. This 
Forum, like the Council, would be very broadly basee. 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 agenci.es at 
Federal and state levels will also be approached as ",ill 
concerned professional, trade and consumer interest c)rganiza
tions to maximize the probability that some, at least, of 
these many proposals become on-going programs, havin9 ~30me 
real impact on crime against business. 
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