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M 34" Annual Retail Theft Survey

Thisis a quick summary of the 34"
Annual Retail Theft Survey. Full
survey statistics and some highlights
can be found later in this issue.

Mark R. Doyle Talks - - -

Thank You Survey Participants!

i

ThisSummer newsl etter reportstheresultsof our 34th Annual Retail
Theft Survey (seebelow andonpages3& 4). | wouldliketoexpress
my sincere THANK Y OU to the 25 large retail companies who
participatedinthissurvey! Without your supportthissurvey wouldnot
bepossible. Wedothisannual theft survey at our ownexpensefor the

retail asset protection/l oss prevention community, andwehopeit hel psjustify
budgets, minimizestaff reductionsandhel psretail executiveskegpinmindthemost
important roletheir AP/LPpersonnel play inhelpingtoimproveoverall company

B Mystery & Integrity Shopping

In this article Mike Mershimer

B Theft Survey Statistics...........

W TestingFor Success...............

B Theft SurveyHighlights........

discusses the history of Mystery &
Integrity Shopping and how it can
be used as a cost-effective tool in
your loss prevention program.

Page3
Results of our 34™ Annual Retail
Theft Survey are revealed
comparing 2020 vs 2021 statistics
for shoplifting and dishonest
employee theft apprehensions and
recovery dollars.

.Page3
Retention is the key when reading
new information. Take our short
quiz AFTER reading this newsletter
to seeif you retained any
information from the articles and
side columns.

Page4
Highlights from our 34" Annual
Retail Theft are reported here,
separated into Total Retail Thefts,
Shoplifting and Employee Theft.

M TheBulletinBoard.................. Page6

See the Bulletin Board for 13
inspiring traits of exceptional
leaders. Do you share some or all of
these traits?

profits.
| hopeyou enjoy thisissueof TheHayesReport newsd etter and haveasafeand
enjoyablesummer! $

Dollar RecoveriesUp 30.7%in 2021 - - -
34th Annual Retail Theft Survey

ByMarkR.Doyle

Werecently completed our 34" Annual
Retail Theft Survey, andyoucanfind
the results on pages 3 & 4 of this
newd etter. For additional information,
andtodownloadacomplimentary copy
of thissurvey with somethoughtsbe-
hindthenumbers, visitour websiteat:
http://hayesinternational.com/news/
annud -retail-theft-survey/
Whileshopliftingapprehensionswere
downin2021(16%), thisislargely due
tovariousretailersmovingaway from
apprehensionsand focusing moreon
recoveries in 2021. The pandemic
environment, staff safety, lower police
responseand higher riskswerenoted
assomeof thereasonsfor thechange.
Empl oyeetheft apprehensionswereup

6% and recoveries from those
apprehensions were up a staggering
30%! Survey participants noted
additional focus on internal theft,
enhanced investigation methods/tools
andlessassociatesupervisionassome
of thereasonfor theseincreases.
Overall recovery dollarsin2021 from
bothapprehended andnon-apprehended
thieveswereup astaggering 30.7%to
over $580million!

Case averages for Total Thefts,
Shopliftersand Dishonest Employees
wereall up between 22.6% and 26.6%
in2021. They may haveapprehendeda
few lessthievesin 2021 but they were
caught with much more merchandise
thanthepreviousyear. $
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Did You Know

8 The following six (6) fraudulent
returntransactionswereprevalent
duringthepast holiday season:

- Returnof StolenMerchandise
- Returnsusingcounterfeitor stolen
receipts

- Returnsof used non-defective
merchandise(wardrobing)

- Cross-retailer returns

- Priceswitchingandpricearbitrage

- Employeeassistedfraud

Appriss Retail/NRF

e A dental firmin South Korea has
sued an employeefor embezzling
amost $158 million, makingitthe
largest embezzlement casein the
country’ shistory
Businesslnsurance.com

8 Some of the financial impacts of

workplaceviolenceinclude:

- 50% drop in productivity for the

organization

- 20-40%riseinemployeeturnover

- $500,000 averageout-of -court
Settlement

-$3millionaveragejury awardfor
alawsuit

Insider Threat Mitigation Guide

s The average Pushout Theft by
regionisasfollows:
- West $1,343
- Southeast $887
- Northeast $853
- Midwest $772

- Southwest $545
2020 Pushout Theft Annual Shapshot

A Loss Prevention Tool - - -

Mystery & Integrity Shopping

By Michad Mershimer

Whentalkingabout L ossPrevention
toolsor solutions, Mystery Shopping
isnot typicaly “intheroom”. Most
executivesview Mystery Shoppingas
a market research or customer
servicetool only. Thefact that many
Loss Prevention programs do not
involveamystery shoppingcomponent
isinteresting, asmystery shoppinghad
its roots in loss prevention at the
inceptionof theindustry. Accordingto
informationfoundonthewebsiteof
the Mystery Shopping Providers
Association (MSPA), “...mystery
shopping was a technique used by
private investigators to prevent
employeetheft —primarily at banks
andretail stores’ . Thetermmystery
shoppingwascoinedinthe1940sand
started being used as a method for
evaluating customer service at this
time.

“Mystery Shopping isthe practice
of using trained shoppers to
anonymously evaluate customer
service, operations, employee
integrity, merchandising and
product quality”. - M SPA

It seemsthat mystery shopping has
comefull circlesincethe 1940s, as
moreand moreretail and restaurant
organi zationsseethedeterrent value
of the practice and are including
mystery shoptypeprogramsaspart of
theiroverall losspreventionstrategy.
Thereareother namesfor thesetypes
of covert shops,includingBar Spotting
and integrity shops. Severa full-
servicemystery shopping companies
got their start through Private

Investigatorsconducting“ Bar Spots”
inrestaurantsandlounges. Thegoal of
bar spottingistoidentify employeesat
thebar over or under portioningliquor,
underringingsales, compingdrinksto
friendsandfamily, etc.

I ntegrity shoppingistheretail variation
of bar spotting. Retail and restaurant
loss prevention departments have
learned that it ismoreeconomical to
send in amystery shopper to test an
employee, thantosendinafield LP
manager toconduct aninvestigationon
theintegrity of anemployee. What do
I meanby*“ Test” anemployee?Hereis
anexample: YoususpecttheGM ina
store is dishonest and have heard
complaints from customers or other
employeesthat the GM wasobserved
not ringingatransaction, or offeredan
itemforlessthantheticketedprice, as
longasthecustomer paidincash. Y ou
have a couple options here. One
inexpens vegpproachwouldbetosend
inamystery shopper and offer theGM
areduced price, drop a$20 bill and
leave. Thisis often referred to as a
“Cash Drop” Shop. Following the
drop, the District Manager or some
other manager canverify whether the
sale was recorded in the register
system. In this situation, as well as
others, you aresimply providing the
GM the opportunity to taketheright
action, and ring or report the
transaction, and placethemoneyinthe
register. Another action would beto
hand the employee a $20 bill and
explain that you just found it on the
floor,anddocumentwhat theemployee

didwiththecash.
Continued on Page 5
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34th ANNUAL RETAIL THEFT SURVEY Testing
For Success
SURVEY PARTICIPANTS Do You Remember’;
e 25 argeRetailers(Dept, MM/Big-Box, Specialty Apparel, Supermarkets) AFTER readin thisnev;/
e 22,751 Stores(representing anexcellent cross-section of theU.S.) —t akeour short tegst below tosee f
e $656,770,024,164in Annual Retail Sales(2021) . o
you retained any beneficial
informationfromthearticlesand
TOTAL RETAIL THEFT APPREHENSIONS sidecolumns,
2020 2021 4% Difference Pct 1.Didoverall theft apprenensions
= = — increaseor decreasein 2021?
y - - 0,
Apprehensions 234,441 204,404 30,037 12.8% 2. The term Mystery Shopping
. 0 was coined in what decade:
Recoveries $219,618,232 $241,276,985 $21,658,753 09.9% 19405, 19505 0r 19607
0,
Avg.CaseVaue  $936.77 $1,180.39 $243.62 26.0% 3. Were Dishonest Employee
theft apprehensionsandrecovery
Retail Theft ApprehensionsBreakdown _doIIarsup, downor abolitthesame
in2021?
SHOPLIFTING Difference 4. BesidesMystery Shops, what
are two other names for these
2020 2021 #% bt typesof covert shops?
y - - 0,
Apprehensons 198,897 166,745 32,152 16.2% 5, Shopliftingrecovery dollarsin
Recoveries $185148,603 $196,520,951 $11,372,258 06.1% || 2021 wherenoapprehensionwas
made, wereupsignificantly. What
Avg.CaseValue  $930.88 $1,17857  $247.69 26.6% || Pereentdidthesetyperecoveries
increaseby?
1 0,
(F%I\ch)(')b\\/enra;h ot 362)4,361,560 $339,088,295 $114,726,735 51.1% 6. TheaveragePushout Theftwas
PP highestinthe: Southeast, Northeast
?
EMLOYEETHEFT or\West:
Difference .
2020 2021 43 Pt 7.What city spentadmost $134,000
= = — tryingtofirean employeeover a
?
Apprehensions 35,544 37,659 2115 06.0% || $2-99theft’
# Correct:
Recoveries $34,469,539 $44,756,034 $10,286,495 29.8% ,6Cf>f morﬁi Great job retaining some good
INnTormation.
5: You should re-read the newsletter.
Avg.CaseVaue  $969.77 $1,188.46 $218.69 22.6% || 4or less: Did you read the NL?
Correctanswers:
Decreased;1940s;, Up; Bar Spotting &
Integrity Shops; 51%; West; Ontario-CA.

SUMMER 2022 Page 3
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Believe It or Not

City Spends$133,866 Tryingto
FireEmployee Over $2.99 T heft
Recordsshowthecity of Ontario, CA
spentalmost $134,000inlegal feesin
itsfailed attempttofireanemployee
who officials accused of stealing a
$2.99energy bar fromaconvenience
store. After an arbitrator found no
causeto firethe employee the City
Council votedtoupholdher dismissa
anyways. Over ayear | ater aSuperior
Court judgefound the theft had not
been proved and ordered the
employeereinstated.

ThievesUse Fireas Distraction
While They Attempt to Steal

« A thief was charged with three
countsof arson, sevencountsof grand
theft and three counts of petty theft
whenhewasaccused of settingafire
within a home center store to
intentionaly distractworkerswhilehe
stole thousands of dollarsworth of
goods. Evidenceshowsthethief trying
topushacart full of product out the
frontdoor without paying.

* Awomanwasarrested andaccused
of gedingfromastoreafter lightinga
Molotov cocktail inside the store.
Police said the woman used the
cocktall asadiversion to leave the
storewithunpaidfor merchandise.

Man Steals 20 Shoesbut Can’t
Make a Pair

A mancutaholeintheroof of astore

andstole20high-end shoesfromthe

display wall. Unfortunately for the

crook, all theshoesondisplay were

|eft feet shoes!

HIGHLIGHTS FROM JACK L. HAYES INTERNATIONAL’S
34th ANNUAL RETAIL THEFT SURVEY

TOTAL RETAIL THEFT

Apprehensions: Survey participantsapprehended atotal of 204,404
dishonestindividual s(shopliftersand employees) in2021, adecreaseof
12.8%fromtheprior year.

Recoveries: Dollarsrecovered fromthoseapprehendedthieves
increased a9.9%toover $240millionin2021.

CaseValue: Theaveragetheft casevaluein 2021 was$1,180.39, an
increaseof 26.0%from 2020.

SHOPLIFTING

Apprehensions. Survey participantsapprehended 166,745 shopliftersin
2021, adecreaseof 16.2% fromtheprior year.

Recoveries: Dollarsrecoveredfromshoplifting apprehensionstotal ed
over $196 millionin 2021, anincreaseof 6.1%from 2020.

Recoveries(noapprehension): Dollarsrecoveredfromshoplifters
whereno apprehensionwasmade(over $339million) increaseda
staggering51.1%in2021.

CaseValue: Theaverageshoplifting casevaluein2021was$1,178.57,
anincreaseof 26.6% from 2020.

EMPLOYEE THEFT

Apprehensions. Survey participantsapprehended 37,659 dishonest
employeesin 2021, up 6.0%from 2020.

Recoveries. Dollarsrecoveredfromdishonest employeeapprehensions
totaled over $44 millionin2021, up anamazing 29.8% from 2020.

CaseValue: Theaveragedishonest employeecasevaluein2021was
$1,188.46, anincrease of 22.6% from 2020.

Page 4
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Continued from Page 2

Mystery & Integrity Shopping

Several retailers conduct “Integrity
Shops’ in al of their stores on a
recurring basis. Some only conduct
these types of shopsin their “High
Shrink” locations. Either way, thegoa
shouldbeto promotesal esreporting
integrity, asthe true impact of such
shops come from promoting the
programat thestart, andtoregularly
promotetheresultsof such shops. If
employees know that the LP
department uses|ntegrity Shoppers,
they will haveto consider that every
customer may bethat shopper.

Although thereare many benefitsto
using mystery shopping asatool in
your loss prevention program, there
areaso somechallenges. Thereisa
tendency to want to take immediate
disciplinary actionwhentheshopper
claims the sale was not recorded.
Whenthisoccurs, themoreresponsble
courseof actionwould betogo back
intothesamelocationand attempt to
duplicatethedishonest actionusinga
licensed privateinvestigator inthat
state. Dependingonthestateyouare
shopping, theremay bearequirement
that suchintegrity related shopsareto
beconductedonly by licensedprivate
investigators. If adverseemployment
or legal actionsaretaken against an
employee when a non-private
investigator shopper claimsdishonesty
by the employee, the retailer could
facelegal oremployment actionby the
employee. Itisveryimportanttomake
sure you know the state law on this
issue prior to taking a negative
employment actionbasedonamystery
&hop result. With that said, retailers
realize the value of using amystery
shopper toconduct anintegrity shopto
document that dishonest behavior is

occurring, thenfollow that upwitha
licensed Pl to further document the
action, andtosupport aprosecutionor
termination.

Thesavingsrealized through theuse
of a mystery shopper first, can be
significant. Usingamystery shopper
upfrontwill costyouaper shopfeeof
$35-$60, whereaPl! chargestypically
by the hour at arate of $55-$90 per
hour. With a PI, there are usually
minimumhoursof 2-4hours,andyou
arelikelytobechargedat leastanhour
for report writing, and travel time,
which you do not have with atradi-
tiona mystery shopper. Additionaly,
over thepast 5-7 yearsthereappears
to be arise in the use of mystery
shopping or subcontract audit
companies to co-source other LP
functions, includingoperationa, loss
prevention, and standards auditing.
Again, there are severa benefitsto
this, primarily financid. Another bene-
fitistheissueof independenceinthe
findings. However, inusing outside
resourcesto providethesesolutions,
ortosupport your existing staff, work
guality must be managed closely to
ensure that contract staff are well
trained and are representing your
department effectively.

While traditional LP tools such as
Audits, CCTV, Burglar Alarms,
I nvestigations, Hotlines, and Exception
Based Reporting are all highly
effectivetoolsin preventing lossin
retail, don’tleavelntegrity Shopping
out of your toolbox. Itisaneffective
and economical strategy when used
with the other components of your
losspreventionprogram. $

ADVISORY BOARD

Jack L. Hayes

Internationally recognized expert on
Asset Protection who has consulted for
some of the finest retail companies
world-wide over his 50 years in the
industry.

David J. Cherrington

Professor of Organizational L eadership
and Strategy at BY U; certified SPHR,
and recogni zed authority on employee
dishonesty and white-collar crime.

Mark R. Doyle

President/Owner of Jack L. Hayes
International. For over 35 years has
consulted with some of the finest
companiesintheworldassistingthemin
the design and implementation of
programstocontrol inventory shrinkage
and loss.

Michael Mershimer

Globally recognized advisor to
America sfavoritefranchised, retail &
food service brands. For 30 years, has
advised on & designed loss prevention
solutionswhichimprovefranchisesales
reporting, brand compliance, and
inventory shrinkage.

The Hayes Report is published
quarterly by Jack L. HayesInternational,
Inc. 27520 Water Ash Drive-Suite 100,
Wesley Chapel, FL 33544. Telephone
(813) 991-5628. Copyright 2022. All
rights reserved, including the right to
reproduce in whole or in part.
Publicationsintentisto providegeneral
informationwithregardto subject matter.
Accuracy is not guaranteed, and no
further representation is made.
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Subscriptions: Free of charge.

Simply visit our website at https://
hayesi nternational.com/ andclick-onthe
green box (Click For Free Newsletter
Subscription) at thebottom of theHome
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Jack L. Hayes International is
recognized as the foremost loss
prevention/inventory shrinkage
control consultingfirmintheworld.
They offer avariety of related
services and products utilized by
hundreds of the finest retail,
manufacturing and industrial
organizationsthroughout theworld.

Consulting Services& Products:

+ Shrink Control Analysesand
Assessments

+/ DC/Warehouse LP/Security
Reviews

+# Custom Designed and Imple-
mented LP & Safety Programs
and Audits

+ 39 Party Store & DC/Ware-
house L Pand Safety Audits.

+/ LPOrganizational Review

+ Outsourced LP Services

+/ TheHayesReport on Loss
Prevention Newsletter (Qquarterly)

+/ Annual Retail Theft Survey

For additional informationonJack L.
Hayeslnternational’ slossprevention/
shrinkagecontrol and safety services,
including consulting and outsourced
LPServices, visit our website at:
http://hayesinternational .com

You can e-mail Mark R. Doyle at:
mrd@hayesinternational .com

Or visit us on Social Media
E http://www.facebook.com/
Jackl Hayesl nternational
http://www.linkedin.com/
company/25913082trk=tyah

t T https://twitter.com/
| #!/Jackl HayesInter

‘

TheBulletin Board

B

13Inspiring Traitsof Exceptional Leaders

. They trust you to dothejob you’ ve been hired to do.
They seek your adviceandinput.

. They findopportunitiestoletyoushine.

. They recognizeyour contributions.

They haveyour back duringtoughtimes.

. They aremaster storytellers.

. They challengeyoutodo bigger and better things.
. They expressappreciation.

. They areresponsive.

10. They know whentoapol ogize.

11. They givecreditwhencreditisdue.

12. They treat otherswithdignity and respect.

13. They care.

©CONOOUNWNE

(Source: Glenn Leibowitz)

* *k Kk Kk *x *k *k k* Kk k * *x * *

Shareyour favorite*Bulletin Board’ items. Submissionsfor
“TheBulletinBoard” should be addressedto:
TheHayesReport

27520 Water Ash Drive- Suite 100

Wesley Chapel, FL 33544

oremailedto: operations@hayes nternational .com

 —

Short Term EmployeeQuitsand Promptly GetsArrested For Stealing
“(i MerchandissFromFormer Employer - é
Anemployeeat atowing company with anautomotiveserviceand body shop
worked for only seven days then abruptly quit. The next business day the
employer noti ced two expensi veautomotivepai nt pray gunsweremissingfrom
inventory. Anemployeesearched onlinefor areplacement for themissing spray
gunsand cameacrossthe Facebook pageof theex-employeewhojust happened
tobesallingtwo paint spray guns. Policewerecalled andtheex-employeewas

promptly arrestedfor felony theft. $
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