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Are You Ready For 20227

It sthebeginning of anew year and unfortunatel y theproblemof retail

theftisnot getting any better, infact many believeitisgettingworse.
Shopliftingisconstantly inthenewsand|egid ators, courts, and some
local policedepartmentshavenot beenthekindesttoretailersover the
past fewyears Weseemto befightinganuphill battleyear after year, but | have
faithinthemany L PProfessional swhogiveittheir al tokeep shrink under control

withintheir respectivecompanies.

Haveyou decided how youwill attack your shrink issuesin 202271 suggest you
have atargeted approach based on ashrink study/review, your current shrink
losses, and past/current | ossexperienceswithinyour locations. Do not useashot-
gunapproach hopingfor better results. Haveasafe, secureand successful 2022!

$

i

Limiting Opportunities- - -
Reducing Employee Theft by Limiting

Multiple Tasks
By Mark R.Doyle

Inthebook “ BusinessFraud—From
TrusttoBetrayal”, by Jack L. Hayes,
he states “Multiple-tasking,
thoughtlesdy applied, may alow one
employeetocontrol every stageof a
particular work process. Whenever
oneemployeeisinsuchaposition, he
or she is provided opportunity to
conceal dishonesty.” Inaddition, Jack
also statesin the book, “Anytime a
trustedemployee—whether that person
is abookkeeper, accountant, clerk,
manager or senior executive — is
carrying out two or more high risk
functions that involve vendor
authorizations, product receipts,
payables, receivables, deposits,

payroll, or other vulnerablefiduciary
responsbilities,theorganizationisata
sgnificantrisk of interna fraud.”

If you read the newspaper or online
newscontentonaregular basisyouwill
find multipleaccountsof a“trusted”
employeecommittingtheft/fraud. We
have documented many of these
incidents here in The Hayes Report
newsletter. No company (retailer,
schooal, littleleague, girl scouts, church,
non-profit, manufacturer, distributor,
doctor office, efc.) isimmunetolosses
whenyouhaveanemployeeperforming
“multiple tasks” without close

supervison. Continued on Page 5
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Did You Know

8 Common challenges to worker
safety traininginclude:
-Keeping workers engaged/focused
- Lack of support from leadership
-Time and budget constraints
-Training a multigenerational and
multilingual workforce
Safety & Health Training Survey

o8 Who commitsthecrimeof employee
theft?
-Men commit 59% of the employee
theft cases.
-The average age of an employee
theft perpetrator is 48 years old.
- Losses caused by men are 75%
larger than | osses caused by women.
-Only 4% of the employee theft
perpetrators had a prior fraud
conviction.
Total Security Advisor

o¢ Someof thebenefitstocyclecounting
include:
-Inventory issues can be identified
and addressed more quickly
-More accurate on-hand inventory
levels.
-Higher order fulfillment rates.
-Better customer service levels.
-Less inventory write-offs and

obsolescentinventory.
Oracle: A Practical Guide to Physical
Inventory Counting and Cycle Counting

88 During aman’sguilty pleahe stated
over the course of 2 years he
fraudulently obtained in excess of
1,500 new in-box cellular devices
andresoldthemontheillicit market.
As part of the plea deal, the man
agreed to forfeit a Lamborghini
Urus; $619,000in cashand 60 pieces
of gold and diamond jewelry.
USAttorney’ s office Western District of PA

Workplace Integrity Project - - -

New Approach to Employee Dishonesty

By Mark R.Doyle

Employee theft continues to be a
major drainoncompanies bottom-
lineprofits. Accordingtothe 2021
National Retail Security Surveythe
average dishonest employee case
valuein 2020 was $1,552 up 36%
from 2019's average case value
($1,139). Somethingneedstochange
on how we address the issue of
employeetheft/dishonesty.

| cameacrossthisnew approach to
employeedishonesty by theNational
Associationfor ShopliftingPrevention
(NASP). 1 foundit very interesting
andinformative, sol thought | would
shareitwithyou. I thinkthetimingis
right consideringthecurrentworker
shortage. With the cost to recruit,
hireandtrainanew employeebeing
$2-4k per employee, retail erscannot
afford to lose an otherwise good
employee due to a minor policy
violationorinfraction.

TheWorkshop I ntegrity Project
Built on the success of the NASP
education programs, used by
businesses and criminal justice
agenciesacrossthecountry toeducate
andrehabilitatedishonest consumer
shoplifters, thisnew seriesshiftsthe
focusfromexternal thefttointernal
theftandemployeedishonesty. This
program focuses on the employee
andnavigatingthepathtosuccessin
the workplace. There are three
choicesdiscussed inthisprogram:
Good Choi ces; Everyday Choices,
and Better Choices.

Good Choices:

New Hire Program: A quick-hit,
targeted messagepromotingaculture
of integrity and honesty at your new
job.

Everyday Choices.

Honest AssociateRefresher: Checking
in on employees to thank them for
maintaining honesty and reminding
them of their optionstoencouragethe
‘ seesomething/say something’ culture
andtheuseof thehotlineservices.

Better Choices:

Dishonest Associate Retention /
Transition: One course with adual-
purpose: to help refocus employees
who have demonstrated poor
judgement but who have otherwise
earned the opportunity for a second
chance; tosupport thosethat must be
released but who demonstrate a
willingnesstotakeresponsibility for
theiractions.

The course offers benefits to the
employeeandemployer.

Employee: Learnfromtheir mistakes;
makebetter choicesinthefuture; and
demonstrate their commitment to
being heldaccountable.

Employer: Demonstrates social
respons bility; commitmenttoempathy
andcompassion; and promotesculture
of honesty andintegrity. $

(Editor’ sNote: Much of thisinformationis
from the NASP’ s The Workplace Integrity
Project materials. For more information:
https.//www.shopliftingprevention.org/)
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Timeto AddressthisIssue- - -

Under-Reporting by Franchisees

By Michad Mershimer

Many changes have impacted
franchisorsover theyears, including
those driven by a host of factors —
wageand hour laws, real estatemar-
kets, theriseof thethird-party delivery
service & ghost kitchens. Those
changeshavebeencritical; however,
they pale in comparison to the
technological explosion of the last
twenty-fiveyears. Consider this—as
recently as1998 many franchiseswere
still using electronic cash registers
(ECR' ) andfranchiseeswere manualy
self-reporting their sales to the
franchisor!

Certainly, at the time, these devices
represented a step up from a dented
cash box with its key fastened to the
handle; yet, athough atechnol ogical
upgrade, ECRsinadvertently helped
enable willful and wanton under-
reporting of sales to both taxing
authoritiesand franchisors. Today,
whiletherearestill ahandful of brands
using ECR’ s, most havemoved onto
moresophisticated, networked, auto-
polled POSsystems, alongwithACH
(Automated Clearing House) drafting
of royalties. Y et like the cash box or
ECRof old, eventhesesystemsarefar
from “bullet-proof,” and under-
reporting of salesremainsarisk.

ToMitigate ThisRisk

1. Brandsneedtoconsistently review
POSreportingtoidentify, investigate
andresolve*high-risk” transactions,
includingrefunds, voids, anddiscounts.
2. Brands need someone with the
expertise to deal with the issues
uncovered. Investigations are both

complexandsengitive; by their nature
they demand that they are handled
fairly,independently, professondly and
withadequatediscretion.

3. Brands need to acknowledge that
evenwith*bullet-proof” POSsystems
thereisnoguaranteethat al salesare

beingentered.
To start, ensure that internal
purchasing, yield/usage, andfood cost

reportsidentify outlierswhoarebuying
toomuchproduct for thesalesthey are
reporting. While on the surface this
maly appear obvious, therehavebeen
countless discussions at countless
franchise industry meetingswhere
high-rankingexecutivesinitidly scoff at
theideathat thiscouldbeoccurringin
their system. Thisbravadocoolswhen
one of their peers quietly shares
anecdotesof how “itevenhappened
tothem.”
Numerousfranchiseesarefoundtobe
in default each year smply because
they were purchasing raw materials
through wholesale clubs, local
suppliers or at public markets. Not
only dotheseunauthorizeditemshave
the potential to compromise food
qudity standards, they alsoruntherisk
of exposing a corporation to civil
liabilities. Inaparticular caseinpoint,
anestablished franchiseewas found
tobepurchasingfrequently usedmixes
outsideof corporatesupply channels
tohideunder-reported sales; however,
the mixes being used contained
allergensnot identified on corporate
provided menu boards or nutrition
guidesdisplayedintheir stores, thus
exposing unknowing consumerstoa
potential alergicreaction. $

Testing
For Success

IsYour Shrink Program
Ready for 2022?
2021 has come and gone and your
shrink program was hopefully a
success! Whether it was, or not,
now isagreat timeto review your
shrink program preparation for the
new year. Takeour short test below
to gauge your shrink readiness for
2022.

1. Do you have a formal written
L P/Shrinkage Control program for
your store and DC locations and
hasit been updated for 2022?
Yes No
(Note: If you answered ‘No’, go
directly to the bottom of this column).

2. Areyour 2022 Shrink Program
requirements focused on specific
shrink causing issues within your
company, andnotaprogramsimply
copied from another retailer?

Yes No

3. Are location specific Shrink
Action Plans and LP Training,
Awareness & Reward programs
part of your 2022 Program?
Yes No

4. Doesyour Program have Senior
Management’s full support and
backing? Yes No

5. Is a formal “third party” audit
process in place to measure
program compliance and help
ensure program success?

Yes No
Lessthan Five'Yes answersmeans
somework is needed if you areto
have shrink successin 2022.
(Note: If #1 wasanswered ‘No’, all |
can say is“ good luck” on meeting
your 2022 shrink goal, you'll need
it) $

WINTER 2021-22
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Believe It or Not

Man StripsNaked Tryingto
AvoidPolice

A knownshoplifter enteredagrocery
storeandwassoonobserved stuffing
steaksinto his pants. The man was
approached by the store manager
anddetainedwiththehe pof acitizen.
Whilethepolicewerebeing called,
themanwiggledoutof hisclotheswith
severd steaksfalling out of hispants,
andhetook off running. Thearriving
officer saw anaked mansprintingfor
thedoor and instructed himto stop.
Whenhedidnot stop, theofficer shot
himwithataser. Themanwasarrested
forresstinganofficer,resstingastore
employeewhilecommitting atheft,
and first-degree petty theft. Before
takingthethief tothepolicestation,
theofficersdrovehimtothehospital
whenthey discoveredaTaser prong
had struck himinthegenitals.

Thief StealsOver $50k While
Wearing Fake Badge
Policefindly caught upwithwhat they
caleda“prolificretail theft suspect”.
Videosurvelllanceof thethief showed
he wore abadge hung on alanyard
aroundhisneck andalaw enforcement
uniformwhilecommitting several of
histhefts. Themanwasarrestedathis
apartment onchargesof felony retail
theftandfal sely impersonatingalaw
enforcement officer during the
commissonof afelony. Policesuspect
the man stole over $50,000 of
merchandise over a three-month

periodfromsevera local retailers.

33rd Annual Retail Theft Surw

Company Shrink Stats & Trends

By MarkR.Doyle

Inthe Summer 2021 (Vol. 36 No. 3)
issueof TheHayesReport newd etter
we provided statistics on our 33
Annual Retail Theft Survey which
reported on over 180,000
apprehensionstaking placeinjust 22
largeU.S.retail companiesin2020* .
Thesecompani esrepresented 18,594
goreswithcombined2020annud sdes
of over $500billion.

(*2020 results impacted by store
closuresduring Covid-19pandemic.)

Below aresomeadditional company
total statisticsfromthat survey.

Shrink Trend 2020:

» 41.0% (09 of 22 retailers) had an
increaseincompany shrink.

» 54.5% (12 of 22retailers) hada
decreaseincompany shrink.

» 04.5% (01 of 22retailers) had
nochangeincompany shrink.

Shoplifting Apprehensions2020:

» 18.2% (04 of 21 retailers) had an
Increaseinapprehensions.

» 63.6% (14 of 21 retailers) hada
decreaseinapprehensions.

» 18.2% (04 of 21retailers) had
nochangeinapprehensions.

ShopliftingApprehension

Recovery Dollars 2020:

» 18.2% (04 of 21 retailers) had an
increaseinSL recovery dollars.

» 63.6% (14 of 21 retailers) hada
decreasein SL recovery dollars.

» 18.2% (04 of 21retailers) had
nochangein SL recovery dollars.

ShopliftingRecoveriesWithout an

Apprehension 2020:

» 53.3% (08 of 15retailers) had an
increaseinrecovery dollars.

» 46.7% (07 of 15retailers) hada
decreaseinrecovery dollars.

(Note: Only 15 participantsreported

shopliftingrecoverieswithoutan

apprehensionin2020.)

Dishonest Employee

Apprehensions2020:

» 13.6% (03 of 22retailers) had an
increaseinapprehensions.

» 86.4% (190f 22retailers) hada
decreaseinapprehensions.

Dishonest Employee

Apprehension Recovery Dollars

2020:

» 18.2% (04 of 22retailers) had an
increasein DErecovery dollars.

» 81.8% (18 0f 22retailers) hada
decreaseinDErecovery dollars.

Essential Retailers

» 67%hadanincreaseincompany
dhrink.

» 50%hadanincreaseinshoplifter
apprehensons.

» 50%hadanincreaseinemployee
theft apprehensions.

» 50%hadanincreaseinshoplifting
recover dollars.

» 33%hadanincreaseinDE
recovery dollars.

(Note: Statisticsfor our 33" Annual Retail
Theft Survey can be found on our website
at:
http://hayesinternational.com/news/
annual-retail-theft-survey/

Thereisalso adownloadable and printable
PDF version of the survey which contains
some thoughts behind the numbers.) $
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Continued from Page 1

Reducing Employee Theft by Limiting
Multiple Tasks

Withintheretail environment, duringour
consultingwork wehavefound many
thefts/fraudsperpetratedduetoasingle
associate performing multiple tasks.
Some of the more common theftswe
haveencounteredinclude:

* POSTransactions: Refunds, voidsand

priceoverridesarefrequently bothissued
and approved by the sameemployee.
There is no management or ‘sec-
ond person’ approval/verification.
(Dishonest employee (DE) rings
fraudulent refund or post void - no
customer present - and pockets the
money. DE price overrides products
to much lower price for friends/
relatives.)

*Trash Removal: The employeewho
callectsthetrashthroughout thel ocation,
isalso the employee who disposes of
thetrash. Thereisno management or
‘second employee’ conducting a
thoroughreview of thetrashbeforeitis
removedfromthestore. (DE conceals
good product in the trash and
removes it once outside the store, or
at a later time.)

*Hand Transfers: Thesameemployee
who pullstheproduct fromstock, also
packagesit,andthenddiverstheproduct
with no ‘second employee’ check/
verificationof theitemsbengtransferred.
(DE packs ‘extra’ items in transfer
and removes them prior to delivery
to receiving store.)

* UPS/FedEx Shipments: Same
employeewhopullsproduct fromstock
alsoprepares, packsandlabel scarton
for shipment. Nocheck/ verificationby

secondpersonthat correctitemswere
pulled/packed for shipment or ad-
dress label is authorized. (DE
fraudulently ships merchandiseto
friends/family or even own home.)

A few recommendations when
addressng“multipletasks’ withinyour
gorellocation:

*The control over multiple tasks
should have nothing to do with the
individua employeeperformingthe
tasks. Y oushouldlook at theposition,
not the person, when evaluating
multipletasks. Y oumust concentrate
onthepositionby depersondizingthe
process.

* In those locationswith limited
staffingwhich preventsthe* second
person’ /verification process from
taking place on a consistent basis,
unannounced audits or process
checksshouldbeimplemented. The
useof remoteCCTV viewingcanbe
very beneficid inthesecircumstances.

* Never exclude management from
your “multipletask” controls. Inthe
eventamanager istheonehavingto
perform the refund, prepare the
deposit, removethetrash, hand-carry
atransfer, prepareitemsfor shipment,
etc. asecond personshouldverify the
accuracy of the task. No double
standards — controls that are good
for associates are also good for

managers.

The bottom-line is this: If you
removetheopportunity, you can
prevent thetheft! $
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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 recognized 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

President, IntelliShop Loss Prevention
& Compliance. Globally recognized
advisor to America's favorite
franchised, retail & food servicebrands.
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reproduce in whole or in part.
Publicationsintentisto providegeneral
informati onwithregardto subject matter.
Accuracy is not guaranteed, and no
further representation is made.

Design and layout by Cathy A. Doyle

Subscriptions. Free of charge.
Simply visit our website at https.//
hayesi nternational.com/andclick-onthe
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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
H http://www.facebook.com/
Jackl Hayesl nternational
[ http://www.linkedin.com/
company/25913082trk=tyah

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

The Bulletin Board

Highlights From 2021 Retail Security Survey

20200verall shrink percent remained steady at 1.6% (sameas
2019).

Theaveragedollar lossper shoplifting incident was $461.86,
upsignificantly from$270.06in2019.

Theaveragedollar |ossper dishonest employeecasewas
$1,551.66 compared to $1,139.32in 2019.

Theaveragedollar lossper robbery incident was$7,594.48.

TheTop5citiesaffected by ORCwere: LosAngeles, San
Francisco/Oakland, Chicago, New Y ork andMiami.

Thefollowing threatsbecamemoreof apriority in2020: Mall
or storeviolence/shootingincidents; Cyber-rel atedincidents;
ORC, Internal Theft.

* * % % % % %k %k *k * *x *x * *
Share your favorite ‘Bulletin Board' items. Submissions for
“The Bulletin Board” should be addressed to:
The Hayes Report
27520 Water Ash Drive- Suite 100
Wesley Chapel, FL 33544
or emailed to: operations@hayesi nternational .com

 S—
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. T Man Buyslsland
'y and Then GetsCaught for Shoplifting!

e

A manrichenoughtobuy a private island in the FloridaK eysfor about $8
millionwasarrested for stealing about $300worth of productsfromalocal
store. Hebought severa items, repl aced thecontentsins detheboxeswithmuch
cheaper useditems, andthentriedtoreturntheboxesfor afull refund. Theman
stated hedidnot changeout any of theitemsprior toreturningthem. Thepolice
didnot buy hisstory and now themanwill get hisday incourt. $
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