DOCUMENT RESUME

ED 199 426 i CE 028 168
TITLE "PACE. A Pragram for Acquiring Competence in
Entrepreneurship. Part III: Being an Entreprensu

Unit H: Business Protectdion. EKesearch and
Series No. 194 C=-8.

INSTITUTIOR Ohio State Univ., Columbus. Naticnai Center for
Research in Veocational Education.
SPONS AGEECY Btureau of Occupational and Adult Educatioa (DHEW/OE),
' Washington, D.C.
EUREAU KO 49BAHG0218
.PUB DATE 8O
GRANT G007603930
NGTE 68p.; For related documents see CE 028 151-169,

AVAILABLE FROM National Center Publications, The National Center for
Résearch in Vocational Education, The Ohio State
University, 1960 Kenny Rd., Columbus, OH 43210 (RD
194 C-B, $3.80. For prices of parts of set and eatire
set see CE 023 151).

EDBS PRICE HEO1#EE03 Plus Postage.
DESCEIPTORS - Adult Education:; *Alarm Systems: Behavio-ail
) ) Objectives: Business: Pusiness Auministration:
- » *Business Administration Education; Competency Based

Education; *Crime; Curriculum Guides: Higher
Education: Instructional Materizals; *Insurance:
Learning Activities; Postsecondary Educazion:
Pretests Posttests; Self Evaluation (Individuals) :
Units of Study ‘

IDENTIFIERS *Entrepreneurs;: *5Small Businesses

ABSTRACT _
This three- part curriculum for e« *wapreneurship

educatlgn is primarily for postsecondary level, including four-year
colleges and adult education, but it can be adapted for special
groups or vocational teacher education. The emphasis of the eight
instructional units in part TII is operating a business. Unit H

—focuses on business protection. It discusses the most common types of
busipess crine. Among the topics addressed arée shopliftimg, stock
shortages, embezzlement, and burglary. The various types of business
g:ctect;an, ranging from alarms to insurance, are explained. Material
is organized into three levels of learning which progress from sinmple
to complex concepts: Exposure, Exploration, and
Preparations/Adaptation. Each level contains preassessment;
teach;zgileaznlng objectives; substantive information -(questions in
margins guide the students' reading):; activities, including a
postassesspent; and a self-evaluation. Definitions of important terms
are found at the beginning of the unit: a bibliography and listing of
sources for further information are appended. The four=-page
instructox's guide cortains the teaching/learning objectives,
teaching/learning delivery suggestions, and pre/postassessment
suggested responses. (YLB)




ERIC

Aruntoxt provided by Eric

Research and Development Series No. 194 C-8

PACE

A PROGRAM FOR ACQUIRING

COMPETENCE IN ENTREPRENEURSHIP

PART III: Being an Entrepreneur
Unit H: Business Protection

The Ohio State University
Columbus, Ohio 43210

1980

The National Center for Research in Vocational Education

US DEPARTMENT OF HEALTH,
EGUCATION A WELFARE
MATIOMAL INSTITUTE OF

ERUCATION

fHIT DOCUMEHNT HAS BEEN REPRO:
DUCED EXACTLY A5 RECEIVED FEGM
THE PERSON OR ORGANIZATION ORIGIN®

S ATING IT POINTS OF VIEW OR OFINIONS

STATED DO NOT NECESSARILY RERRE-
SENTDESICIAL NATIONAL {NSTITUTE OF
EDuCATION POSITION OR ROLILY



THE NATIONAL CENTER MISSION STATEMENT
. The National Center for Research in Vocational Education’s mission is
-+ toincrease the ability of diverse agencies, institutions, and organizations
. to solve educational problems ~r/ating to individual career planning,
preparation, and progression. Trne National Center fulfills its mission by:
o Generating knowledge through research
e Developing educational programs and products
e Evaluating individual program needs and outcomes - —— -
) T 'ET—!F_'FEVidirE information for national planaing and policy
i e installing educational programs and products
,-/ ® Operating information systems and services
@ Conducting feadership development and training programs

' O ‘ :‘ . ~
E MC .i;lv“.-a’-n R N N ™ F T e T ) N lj !
O f I S B

IToxt Provided by ERI



O

ERIC

Aruitoxt provided by Eic:

Contract Number:
Froject Number:
Educational Act Under
Which the Funds Were

Administered:

Source of Contract:

Project Officer:

Contractor:

Executive Director:

Disclaimer:

Discrimination
Prchibited:

FUNDING INFORMATION

A Program for Acquiring Competence in Futreprencurship
{PACE)

G007603930
498AH60218

Vocational Education Act of 197, Part € amended in
1968 and in 1976. PL 90-576 PL 94-52

Department of Health, Education, and Welfare
United States Office of Education

Bureau of Occupational and Adult Education
Washington, DC

David H. Pritchard

The National Cen
The Ohio State U: .rsity
Columbus, Ohio 4

.« for Research in Vocaticonal Education

[xatd

Robert Taylor

The material for this publication was preparced pursuant
to a contract with the Bureau of Occupational and Adult
Education, U.S8. Lepartment of Health, Education, and
Welfare. Contractors undertaking such projects under

their judgment in professional and tecl :ical matters.
Points of view or epinions do not, the i{ore, neces-
sarily represent official U.S. Office or Education
position or policy.

Title VI of the Civil Rights Act of 1964 states: "No
person in the Unifcd States shall, on the grounds of
race, color, or national origin, be excluded from
participation in, be denied the benefits of, or he
subjected to discrimination under any program or
activity receiving Federal financial assistance."

Title IX of the Education Amendments of 1972 states:
"No person in the United States shall, on the basis

of sex, be excluded from participation in, be denied
the benefits of, or be subjected to discrimination
under any education program or activity receiving
Federal financial assistance." Therefore, the National
Center for Research in Vocational Education, like every
program or activity receiving financial assistance from

the U.S. Department of Health, Education, and Welfare,

must operate in compliancs with these laws.



PART 11
UNIT H: BusiNESS PROTECTION

BEinNG AN ENTREPRENEUR

L |
™

TABLE OF CONTENTS

Page
FOREWORD . tev vttt eiie ittty e e ite e iieaaees ¥
HOW TO USE PACE ©vvves e e i
OVERVIEW OF THE UNIT .iiuiniiiii i ix
DEFINITIONS TO Know BEFORE You BEGIN ................  xi
PACE PATH OF STUDY cvvvit vt iie e in e eeeeen . xidd
LeEveL I: EXPOSURE
PREASSESSMENT tovvvnivnnninennnnenaesiionssseiranaanenneer 1
:TEACHiNG/Lé;gggﬁéwéEJECTIVES hrse e e e s ame T Era s e -2
SUBSTANTIVE INFORMATION .ii,i.i;;gjii..i,,.g..i_g;i.gi.ig_.. 3
Business Crime sesses s ccosncanansrsssssantsnssassossnsnsen 3
Types of Crime CONETOLS +xvsssensesonnnasssssssassssnssssnss 6
Insurance Protection .. eevsesscreenosessssnsssnssnssssssssss
ACTIVITIES .vsssesncnerncsesncnssssassnanssasssssnassssssssss 8
ASSESSTENE ONE s reneenoressaranresssasssnssnsasnsnssasssss 8
PQstaSSESSment f e retasssaceneesaanesasara e ansene s Q
SELFEEVALUATIDN ............................................ 9
Lever II: EXPLORATION
PREASSESMENT cesocsssscosnsaossasssssnssnsasnsrasasnsacasanssnas 11
TEACHING/LEARNING OBJECTIVES ..v-cvccnsnnrtscnsnnnnrnssnnnsns 13

iii



Page

SUBRSTANTIVE INFORMATTION wr vvevsnensnnanssasenacesnnsnaansesasns 14
Securing the PremiSes ....ureeeninnenrcennrnrneernrnennnns, 1i
123 3 o o 2 I I 1 - 20
Bad CRECKS  vo vttt cainnconsossnnsresunnroseennensecesennnsnnss 27
Losses Caused by Waste ... .ieiciiiiiiiiiiiiinirnrninnennns, 27
ACTIVITIES vt e vetvmnenenennnseneseennneonassneesereninnnnns 29
ASSESSMENE OIE -t i s it s et s nessccssnnsncn  ossansnessnsnesnnnnss 29
POSEASSESSMATIE vt v m v s snsecsosroonnnssnssssosansssssnsnnss 30
SELF=EVALUATTION c: o v et s s s s s ssssostnsonocnsssssesessnnsensan 33

LeveL II1: PREPARATION/ADAPTATION
PREASSESSMENT su s s s osmiemasncsnsocnnmnnncsnseeonenssesnssnnss 33
TEACHING/LEARNING OBJECTIVES “vrvvvrvnnsrereeeeeeenennnnnne. 34
SUBSTANTIVE INFORMATTION tivtenvnnnnosornenennnnnenncrenneess 35
- 7‘;“/ B ﬁadgciﬂg IOEETNAL THEFL w v v vnnnenensnnnnneeensneneneonsns 35
/ Crime ITFUTATICE «c st osenaenssonsnssnsnsnnosnssnnsscesassssas 38
( ACTIVITIES «vcunene e e e s s sEsss sz ea e aacacasnsenocronnns 44
Assessment One ...... fx e e e s renaEs st e ae s meas s s kYA
POStaASSESOMANE & . . v veuesesssoescssansntsscsionsesnsonsncnncsen 45
SELF=EVALUATTION . i - cs a s e rescnnanrsscssnnesasesinaesconseness 45
BIBLIOGRAPHY  reetit ittt et 47
Sources To CoNsSULT FOR FURTHER INFORMATIOM ....... 49

Hm




FOREWORD

Traditlavally vocational educatiun has bez=n geared primarily
to preparing students for employment--to preparing employees.
Yet thers is another career path available; students can learn
how to set up and manage their own businesses. They can become
entrupreieurs.

Vocational education, by its very :ature, is well suited to
developing entrepreneurs. It is important that entrepreneurship
education be developed and incorporated as a distinct but integral
part of all vocational education program arecs. A Program for
Acquiring Competence in Entrepreneurship (PACE) represents a way

~ - —tp initiate further action in this direction.
»

The strength behind these instructional units is the interest
\and involvement of vocational educators and successful entrepreneurs
in the state of Ohio and across the nation. Special recognition is
extended to the project staff: Lorraine T. Furtado, Project Director
and Lee Kopp, Program Assoclate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman

S

Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to
those consultants who contributed to the content of this publication:
Carol Lee Bodeen, Louis G. Gross, Douglass Guikema, Peter G. Haines,
Philip S. Manthey, Charles 5. McDowell, Mary E. McKnight, Steven R.
Miller, Barbara S. Riley, Barbara A. Rupp, Ruth Ann Snyder, Raber* L.
Suttle, Florence M. Wellman and Roy H. Young.

Bobert E. Taylor
Executive Director
The Narional Center for

Re: .ch in Vocational Education




HOW TO USE PACE

A Program for Acquiring Competence in Entrepreneurship
(PACE) 1s a currilculum responsive to the need for inmstruction
in entrepreneurship. ‘It is primarily for postsecondary level,
including four year colleges and adult education, but it can
also be adapted for special groups. PACE is divided into three
parts (1) Getting Ready to Become an Entrepreneur, (2) Becoming
an Entrepreneur (establishing a business), and (3) Being =n
Entrepreneur (operating a business).

Each of the three parts has a set of instructional units which
relate to that topiec. Within these units, the material is organized
into three levels of learning: Exposure, Exploration, and Prepara-
tion/Adaptation. These levels of learning progress from simple to
complex concepts. |

The levels of learning will enable you to use the PACE materials
to suit your individual needs. You may find it best to work with
the exposure level of one unit and theé exploration level of another.
Or, you may choose toc pursue one level throughout the entire series.
You might also want to work through two or more levels in one unit
before golng on to the next unit.

Before beginning a unit, discuss with your instructor what level
or levels of learning in that unit are most appropriate to your goals '
and abilities, Read the unit overview and look through the pre/post-
assessments for the three levels to help you in your choice. Also
check the list of definitions you might need to look up or research
for that level.

When you are ready to start, turn to .. level you have chosen,
=ho ~-gsessment ..d .._..cify those items which you feel need
speclai actention in the unit. Also look at the learning obiectives;
~hey will tell you what you should be able to do by the time You

finish that level of learning.

As you read, you wil' uc_i_2 questions in the margins alongside
the substaitive content porticn of each level. Use these questions
to gulde yo '~ readiing. '

At the end of each level of learning are activities which help
you become involved with the content presented in the unit. : You and
your instructor can decide on how many activities you should do; you
may want to do several or you many need to do all.

vidi
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Then, evaluate yourself. Is there anv material that you neead
to review before you rtake the postassessment? The difference in vour
unswers on the pre/postassessments should show vou how much vou have
rship.

grown in your knowledge of entreprencu

When you and vour instruc
that level, vou are re begln aﬁDEhéf level af learning

completed
the same unit or in

either in
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" OVERVIEW OF THE UNIT

you have successfully st

Once
will be important to protect vour 7a
many unforeseen situations that migl e ts 1 en
‘Large sums of ey are lost each year by entrepreneurs, often
ect their bUSLﬁESSEE.

unaware of how to prot

i because they
it T 5
Among opic L pli tock ges,
bézzlémen:§ and burglary. In the unit, the various types of
A business protection, ranging from alarms to insurance, are ex-
plained.

O
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DEFINITIONS TO KNOW BEFORE YOU BEGIN

As you read through a level, you might find some unfamiliar words.

[isted below are several business terms used in each level. Knowing

these before you begin might help you to better understand that level.

EXFOSURE
profit siphoning
internal theft

stock shortages

EXPLORATION

supervised alarms

unsupervised alarms

PREPARATION/ADAPTATION

shrinkage
broad-form
exclusionary clauses

underwrite

1]




PACE

FATH OF STUDY

o]

ART I--

GETTING PEADY TO BECOME AN ENTREERENEU
Unit I A

Unite I B
Unit I C

PART II-—- BECOMING AN ENTREPRENEUR

Unic II A

Unit III C
Unit IIL D
Unit III E

Unit III F

Unit III G
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EXPOSURE PA

PREASSESSMENT

Here are some questions that test for knowledge of the con-
tents of this level. If you are very familiar with the informa-
tion needed to answer them, perhaps you should go to another
. R [ - . 2 i i
level or unit--check with your instructor. Otherwise, jot down
your answers. After you've read through this level, take the
. postassessment at the end of the "Exposure Activities" section

and measure what ycu've learned.
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2. iWhat kind of crime goﬁtrols can entrepreneurs use?
. : L A

3. What is profit siphoning?

4." Why must retailers protect their firms from both

i

internal losses and external losses?

(W]

What is the Federal Crime Insurance Program? Would

you want it for your firm? Why or why not?



Part III, Unit H
Business Protection

TEACHING/LEARNING OBJECTIVES
Upon éqmpletiﬂn of this level of imstruction you should
be able to:
1. Explain ;hé importance of business protection
programs. |
2. Discués what entrepreneurs can;d@ to minimize
v business lcsses.
3, Define profit siphoning.
4. Explain the need for protection against internal

theft. o,

oy

Define the Federal Crime Insurance Program.




! THERE A NEED
)R LOSS PREVEN-

"ON SYSTEMS?

these statistics are based, for the mo

' conservative because many crimes go

because the owner fears higher insurance rates, be

business

'1imitagi®ﬁs,iand its -lack of -equipment.

Part IIL Unit H
a5

Busin

SUBSTANTIVE INFORMATION

As an entrepreneur, you should be aware of the total crime

picture. The Small Business Administration (SBA) estimates that

"between $250 million and $350 million are lost each year because,

of profit siphoning. In 1975, the U.S. Department of Commerce

eported that the American business community lost $23.6 billion-
to cfimiﬁgls, a staggering EOZEincréaSE over 197li7 Moreover,
st part, on law énfércemanq_
are considered to be very

and insurance agency reports. They

unreported. Crimes against

bugiﬂeéses may go unreported because the amount lost is smail,

cause the owner

‘or emplayees Eeaf dinvestigation by authorities, or because em-

ployees never inform the owner of the loss.

‘relevant to small ‘-

You might think that such statistics are not

owners. However, small businesses suffer more from

criminal The small firm is ;hlfty times |,

H

losses than larger omes.
more likely to become a victim of crime than the business with

receipts of five million dollars or more per year. The small
\ : ' L
business is more vulnerable due to its small number of employees,

Ats Spaﬂéx_tf
‘ i

5
\1

its inability to, hire competent security personnel,

i

e

it

While the actual

/
of individual losses may be smalléfj the dimpact is certainly /'

greater because the small business cannot absorb these losses easily.

16
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Research studies show that every sector of businesr—-retail,

manufacturing, wholesale, service, and transportation--is plagued

by substantial losses. A single group of businesses, retailers,
consistently has the highest criminal losses. According to the

losases for retailers amounted to 55.7 million, or 287% of the
national crime bill. Theives are éspegially drawn to retailers
with attractive and easily accessible merchandise. The nature of :
onest employees, delivery

from virtually all sides, including-dishones

personnel, burglars, sﬁ@plifters, and véﬁdal%. MProfit
siphoning " describes éusinessvlasses caused by poor product control,
.éareless receiviﬁg éf gc@ds, careless warehousing, overshipments,
product waséé; préducé abusé by employees, internal theft, and
.shaplifﬁiﬁg_ .

As you 1DDR into the area of business ptaéactiéﬁ;_ysu will

find that the lack of or improveduse of loss prevention systems
can directly influence the success or failure of a business.
ding to the type of

Studies Shaw:ﬁhaz‘lgsses'af stock vary accor

security system used by the entrepreneur. While most new entre-
preneurs aré aware of their potential problerf® amd vulnerability,

vérixfew know how to avoid losses. Unfortunately, not
enough entrepreneurs understand how losses occur. For
example, year end records do not accurately reflect

the state of the business, and 'standard controls don't reflect



WHY IS EMPLOYEE
EMBEZZLEMENT 50
COMMON IN RE-

TAILING?
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increasing losses; shortages are lumped together into shrinkage

percentage figures. Although all businesses axperij;ée similar

crime problems, each operation has its own unique situation which

calls for a different solution.

H
Fmplﬁyee Embezzlement

i

Research authorities such as Saul Astor, president of Manage-
N ' -
ment Safeguards, Inc. of New York City, have found that dishonest
. 5

employees account for approximately two-thirds of /the theft in a
ré;ail business. The Department of Commerce estimates that em-

A .
pla}ges are resbonsiblg for 75-80% af all retail shortages. About

/ s

8-10% of =mplayei% are hard- -core }.. ‘17arers while others steal on

ocecasion. 1hese statistics are somewhat Ehncklng, and indicate a

need fer pésitive steps to keep internal theft at a minimum.
To the ‘yetailer buried in the day-to-day routine of operating
a.busfigssg internal security tvakes'a low priority. The manager's

prieary ‘conc ernae—arderlng merenandize, drawing in custbmers, and

Sélii;ﬁv§ﬁ235!”72dvé 1i ttj; tlte ‘to keep track: of evety dollar

and worch cvery ems.evi:'s attigﬁ%_’ Thefefare, Ehe retailer may

pfavigé i§\§a£1:& Rancing gosends fo all pctenflally dlShDﬂESt
eﬁplg MAELE Exact 1y b lacyerive onn Dnly be estima ted.

ﬁéﬁ§ IEEE;ZQ?&Kiiéﬂ ;gﬁg_st in belléving that all threats
Aare éxt%5n31; éﬂd feaf-disgaveriﬂg dishonesty among Eh%;r own

steis. "It is only undef extreme duréss that business .qwners

will cucn inward to pinpoint sources of losses,” notes one
consu ltaﬁt. To cﬂncadg gé.gmplgyee dishonesty within the operation
5
R

G
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- WHAT TYPES OF

ARE AVAILABLE?

CAN INSURANCE.

HELP?

art 111, Unit G
usiness Protection

o

wijyggbe an admission of poor judgment of people as well as sloppy

#

management. Therefore, the retailer may become willingly oblivious

|

to those internal actions that could deplete inventory and siphon
off prcfitsﬁ‘ Entrepreneurs, especially retailers, need to realize
that all it thkes to get an employee to embezzle is one weak

moment, one time of need, one dishonest friend, or one temptatiom.

Y

%

The available controls or deterents fall into three mainicate-
s

gories 1) hardware, 2) management, and 3) personnel. The first,,
A . \
hardware, includes mechanical and electronic devices that physically

protect both premises and merchandise. The second, management,
) i

~involves in-house management policies for curbing cash and inventory’

losses. The third, personnel, requires hiring hone - employees and
/ N

- 5 /.(;,.—' = = 2 5 N ‘ = 3 »
. training them to utilize efficient control measures for keeping

-

/

internal and external thefts at a minimum.

i

“iEn some businesses, all

[x)

hree detertents may be

required to stop crime. All entrepreneurs should evalﬁafe their

needs .and install the appropriate controls. Otherwise, iﬁapprcpfiége'

hsafgty*cahtrgls~dc no more than offer, a false sense of security.
i ; s = 1 . - . . =

i

INSURANCE PROTECTION

Many. firms have ﬁﬁfued to insuraége to help them deal
with losses. As you begin to define your particular insurance

néeds, you wili probably encounter two major difficulties. The

first will be in selecting the most apprépriate\ipsurancg. You

[ X
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WHAT IS THE

FEDERAL CRIME

INSURANCE

PROGRAM?

protect y@gfself. o /

Part III, Unit G
Business Protection

should .ask for a complete description of what your policy covers

‘in langusge you understand. Secondly, insurance is becoming more

and more difficult to afford. Although the cost of vuur insurance
package c@uldee relatively high, the cost Df not having one could
be higher; you could lose your business and averything else you

own if you have to absorb a large loss. It is advisable to select
an insurance broker or agent who is familiar w;;h your particular
type of business and who can devise an insurance package tailored
?D your specific needs.

Federal Crime Insurance Pépﬁfam

On August 1, 1971, the Federal Crime Insurance Program was
created. This program, which requires the participation of individ-

ual states, provides for federally funded crime insurance at

‘reasonable rates, based on the size and accepted risk of the in-

sured propéry. FEven high ri.' ‘usinesses such as theaters, bars,

3

snd gas stations are eligible for insurance. However, coverage is
limited to a maximum of $15,000.

To qualify}fé;:insuraﬁéegpfatection under . this program, a

business must install minimum pratéctidﬁ devicés such as locks,
safes, and alarm systems; .and establish security procedures. You, as

an entrepreneur, can take advantage of this supportive .insurance

:prEEQtién‘cffer, provided YEU'EékE“aE least minimal efforts to

1

/

£ ’ i

»



Part III, Unit H
Business Protection

EXPOSURE ACTIVITIES
As you have’just read, security is a very important part of

all businesses. Tfyrthese activities.to help you become more

knowledgeable in business protection.

ASSESSMENT ONE

1. ‘Develép a list of five protection g?cblems that an

Eﬁtrgggineur_in ygur community might have.

2. Invite a mémbagvcf a local department store security
force to talk'to your grcupi Ask the speaker to explain
available pfagrams and why security is important. >Yau -

ﬁmighﬁ want;zc develop a list of questions, incliuding
the_fcl%éwing;
~+ What ié the ségre's chic§ fo%'handli%g
someone who is‘éaught shoplifting?

. Does the store follow any procedures which are

:Ldésignéé:té minimize intgrnal theft such as
daiiy cash records? ‘
.( What percentage of gross sales was- lost last
year in stock shortages?
3. Make a 1i%t*@f what you would want y@u£ firm's insurance
! t§~c@vér ag§iﬁSt internal and external 155525. Check with
a local insutanéaAagénE and See'if the coverage is avail-
able andﬂwhaﬁ it would cost.

21




art III, Unit H
5

usiness Protection

=yl

POSTASSESSMENT
1. How important is it for businesses to have protection

In answering this question, identify specific methods.
i 3. Define pfafi&-siphgningi
4, Explain why fetailefs must protect their firms from
internal losses as well as external losses.
5. nefine the Federal Crime Insurance Program. Would this
be a prqgfam'yﬂu would want for your firm? Why or
why not?
- Campare‘ycur answers to your responses to the prgassessméﬁt.
You may=ﬁaﬁ: to cheak your postassessment answers with yéufé

instructor.

SELF-EVALUATION
How weil’did you know the iﬁfctﬁati@ﬁ;néédéd to do the
-activigies?
- , (") Very well
( ) Fairly wvell
¢ ) A little.
Be honest with yourself. If yau'fgel jcu don't know the -
'ﬁaté:ial well enough, it migﬁt be heléfﬁl té;feviaﬁ éhis

section before going on.

22
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EXPLORATION | PART 111, UNIT H
| BUSINESS PROTECTION

PREASSESSMENT

Here are ébﬁe questions that test for knowledge of the
contents éf this level. If you are very familiar with the
information needed to answer them, perhaps you should go to
another level or unit--check with your instructor. Other-
wise, iat down your answers. After you've read through

this level, take the postassessment at the end of the

"Exploration Activities" séctiﬂﬁ and measure what you've
learned.
1. Develop a pratagtiﬁn plangghat outlines what
’ygu would do to secure your business from losses
caused by.internal and gxtarﬂal sources. Include
_strategies for guarding cash and reducing the
amount of bad checks. -
2. What are superviééd)andvnansupérviséd account alarm

/

systems?. What ére the advantages and disadvantages

!
/

3. 'Discuss~twg—ébmman*shgplifting practices. What

of each? = /
prEEQEiVEJﬁEQSﬁfE$ can be used to minimize

losses from them?

11
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intentional losses.

Part III, Unit H
Business Protection
(a) Experts in business protection believe some

1

internal losses are mistakes and others are

intentional. Distinguish between mistakes and

@

A\

- (b) Since our society's attitudas have changed

#
significantly from the past,; should business pro-

tection programs be concerned with mistake losses?
Mame and explain low-cost activities which a

business can implement as precautions against

shoplifting losses.

e
"

12 25



Part III, Unit H
Business Protection

“TEACHING/LEARNING OBJECTIVES
Upon completion of this level of instruction, you
o i should be able to:

1. Write a plan that would outline in detail what you

13

would do to secure your firm's premise
L A 2. Describe proper procedures for guarding cash.
3. Diséinguish between alarm systems and;idéntify
;hé advantages and disadvantages @f the system.
4. Describe shc?lifgiﬁg practices commonly used.
f‘{ ! } 5. ﬁéme various protective measures which éaﬁ be
used to minimize shoplifting.
6. Identify procedures wéigh can be used to reduce
Ehe‘améunt of bad ghegks;

7. Distinguish between losses which are mistakes

(=}
[

nd those whiech are intentional. .

"™

i
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SUBSTANTIVE INFORMATION

SECURING THE PREMISES

HOW CAN YOUR Burglary represents one of the biggest external threats to

.BUSINESS BE an entrepreneur, especially to a retailer. In 1976, according to

SECURED? ~ the_ Small Business Reporter of the Bank of America, burglary losses

L

D]
bl

for the retailer were approximately $1.5 billicn. Other type

businesses also suffer losses from bu.glary, though not as great.

Locka ana Key Control
WHAT ABOUT Fhysical protection against gurglary begins by securing all
LOCKS AND obvious--and not so obvious--points of entry. -Secure locks should
KEY CONTROL? be installed on all aagts and windows. Since a cheap lock can
7 easily be opened with a knife or plastic card, experts recommend

a sturdy dradbolt and a pin tumbler cylinder. The bolt should be

LFi)

as long as possible so it carnot be released i, someone attempts
té gfﬁ the déar apén. A locksmith can inspect cthe premises and
rpresgfiba the safest type of lock.
e Arcanscientious key control plan is as imporcant as a
secure lock. Locks are only as good as the care you take of the
keys. Keys issuéd to employees should be sgampéd "Do not dupli-
" cate.” Prudent managers install new locks and issue now keys whenever

employees leave their jébs.

¥
Window Protection

HOW CAN WINDOWS : Front windows offer burglais convenient access to the bulld-

BE SECURED? ing's interior. Retailers have a special problem. Since their

{0
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Part IIL, Unit H

Business Protection
front windows are designed to draw customers into the store, the
merchandise is attractively displayed. Valuable goods shown in win-
dows are especially vulnerable to burglaries.

Retailers can reduce *the likelihood of

_zsist blows. Iron screens, grills or bars placed outside win-
dows or between the window and the building and securely tastened

. Some grills can be re-

0

at night can also help keep out thieve

g
[
i
-
i~
b
T
—

moved during the day. Many ironwork companies specie
designing attractive grills that both complement the building's

decor and foil burglars.

I

ants, and ugil-

M

Transoms, skylighis, ventilator shafts, air v

ity access covers should also be protected with steel mesh screens

or bars. Because they are often shielded from view, these entrances

are especially inviting routes for burglars, so the entrepreneur must

make sure they are properly secured. Such openings should be per-

manently sealed.if they have no purpose. Before this is done,
check with the fire department to ascer.ain whether safety will be
jeopardized.

Experts advise businesses to clear their gf@undé of over-
grown aurﬁbberi, especially near kindéws or entranceways - that
offers burglars safe hiding places. All ladders, ropes, hoses,
and other tools that could halp a burglar gain entry into the
premises from front, side, back, or roof should be locked up and

not left outside the building.



HOW CAN LIGHTS

Bright Lights

right lights that illuminate the building's exterior and

o

PROMOTE SECURITY? interior at night can effectively discourage attenpts to burglarize.

WHAT ABOUT
WATCH/PATROL

SERVICES?

WHAT ABOUT
PROTECTING

THE CASH?

,\) .

ERIC .

Aruitoxt provided by Eic:

Many burglars prefer working at night because the dark-

ness conceals their activities. By keeping their stores well lit,

]

‘retailers assist patrolling police looking for suspicious persons.

Guards and Patrols

Either guards who stay on the premises for a cercain amount
of time or patfcls:whcazheck zﬂg building at regular times can be
hired to help protect the business. Rates vafy according to the type
service. For small operations, such services can be prohibitively
expensive. However, by pooling their resources, a group of busi-
nesses can substantially lower their individual costs. You might
want to organize the businesses in your area to hire such services.

A wagchdag protecting the_premises confronts the intruder with
an immedizte phyéical threat. For some Eyﬁes of business o.zrations,
specially Efaiﬁad guard dogs can be very e=ffective deterents. To do
their job well, however, watchdogs need to be retrained periodi-
‘cally, so business owners usually lease them. Monthly rental costs

generally run around $400.

Cash Prot

ction

w

Cautious business managers are especially mindful of their
cash accumulation during the day and its storage at night. By
making frequent bank deposits, owners protect themselves against

sizeable cash thefts. Some businesses use the strategy of leaving

i6
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HOW DO YOU SELECT

AN ALARM SYSTEM?

O

ERIC

Aruitoxt provided by Eic:

Part Lli, Unit H
Business Protection

o

their empty cash register drawer open at night as a sign

tial burglars that they have nothing to gain by breaking and enter-

ing.
checks,

Safes can protect cash,

documents from fire as we

s

1 as burglafy
you should understand the difference between

burglar-resistant safes. The first, made of flame-retardant

materials, is relatively easy to break open. Burglar-resistant

safes, on the other hand, are designed to guard against ripping,

B

punching, chopping, or burning. there is no safe

However,
tured that cannot be opened by some burglar. Removing wheels or
casters can make it harder for the burglar to remove the safe from
the premises.

Any entrepreneur with a safe has puzzled over whgre to put

hoping

it. A merchant might conceal it in a back room or closet,
to mislead the burglar into thinking that there is no safe How=

ever, installing a safe in the back room only affords thieves

Burglars usually check out the business premises

i

greater privacy-.
tharaughly and know exactly where to find what they're seeking.
the store

Experts agree the safe should be placed in the front of

in full view of pedestrians and patrolling police.

Alarm Systems

Business owners who believe screens, and other physical

locks,

deterents do not provide sufficient protection can consider installing

'

3

Y
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alarm system&. As an entrepreneur, you need to be sure that vour
business is adequately protected.
Experts warn entrepreneurs not to try to determine thelr own

alarm requi. ments. For most people, the concept of electronic

iy
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1
warning devices--and the

iyl

Thus, bewildered entrepreneurs, persuaded by unethical sales rep
resentatives, can wind up investing large sums of money in elaborate

alarm systems that provide more protection than needed. O0Others may

‘resist the high costs quoted and decide to stick with traditional

s

protective devices rather than considering alarm systems furtner.

Either. action is unfortunate.

and local law enforcement agencies can steér them towards the more
reputable alarm companies in the area. Entrepreneurs can then
solicit bids from at least three alarm companies énd select the one
that fits the budget and seems most reliable. Actual experience with
a protection company will ultimately reveal its dependability.

The Underwriters Laboratories (UL) inspection and classifica-

L]

tion system is a helpful guide for selecting alarm systems and the
companies that offer them. Standards set by UL affgr clients some
assurance that they are getting what they pay for. waever, whilé
many alarms are UL approved, the alarm company itself and its
installation tachniques may not be approved. The firms that do
qualif& have met different sets of reqﬁitemencs and are classified

as A, AA, B, or C alarm companies. Prudent entrepreneurs will ask

18

w
~



WHAT ARE
SUPERVISED

ALARMS?

ERIC
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Part IIT, Unit H
Business Protection

LIY"A

both security consultants and sales representatives what the various
classificaticns mean in terms of their buildings; these distinctions
can fépteseﬁt important differences in services.
Alarm companies offer businesses a choice between supervised
accéunts and nonsupervised accounts. Differences between the two
are based on the kinds of activities reported to the company's control

are monitored.

m

station, the office or building where alarms

SQPEfvisedﬁAlggngl§ns

In supervised accounts, all after-hours opening and closings,
as well as fire, robbery, and burglary alarms are registered-at the

central station. The alarm company keeps a card with the written

estimates on arrival and departure times of the owners, who must

open and close their buildings within the agreed-upon time span.
Alarm signals are coded, however, to distinguish between regular

opening and closing no:tifications and alarm conditions. In an

_emergency, the central station dispatéhes the police as well as

its own inspector to the premises and notifies the subscriber of
the conditians.

Although supervised dccounts are 15-20% more expensive, they
offer some advantages well worth the money. The extra outlay pays
for consta g, though remote, supervision. For example, if you for=
get to set the alarm after closing at night, you will be reminded
by the central station. Managers with severalAemplé§ees also con-

sider supervised accounts valuable in deterring dishonest emplovees

from using their business keys to return after working hours to

19
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i

kers

steal merchandise or cash
at the central station, records also indicate th@ exact times wor
are leaving and arriving zt the premises.

dand fire

Nonsuper L.arm P
In 1Qn5upéfvised accounts, only burglar, robooery
Coded messages receivod

WHAT ARE NON-
are relayed to the central station
nts are automatically

alarms
ALARMS? by the alarm company from nonsupervised account
considered alarm conditions. Managers turn their alarms off and on

before entering and after leaving their stores; no messag

SUPERVISED

is re-

layed’ to the central station, whatever the hour

SHOPLIFTING

rimes, shoplifting has become the most :ommon-

WHAT IS THE 0f all
MOST ZOMMON place. 1In 1975, an estimated 140 million hoplifting incidents
inventories by $1.9 billion. A small percentage

CRIME?

depleted retailers
of those thefts were carried out by career shoplifters--professionals
/ who make their living shoplifting and working with stolen 5.

The maj@ritf of shopliftings are by amatéuts who steal on

only if the opportunity is there

J’fh
i
o

Shoplifting Tactics

Amateur shapllftefs quickly learn what tricks work bg
customers try on garments and

WHAT ARE THE
In clothing stores,

which stores.
In grocery stores and drugstores,

TACTICS OF
simply walk out wearing them.
exchanging price tags and pay-

SHOPLIFTERS? s imy
the "marking switch,

people employ .the
i ems. In all stores "palming’--

ing low prices for expe.sive items

20
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0

covering merchandise with a handkerchief or slipping it between news-
papers and walking off with it=-is a tactic used for small items.

Purses, pockets, shopping bags, umbrellas, baby strollers, and brief-

Even the clumsiest amateurs quickly master such techniques as slip-

ping items under loose fitting coats, full skirts and flowing smocks,

For many of these amateurs, shoplifting is their first crimi-
nal experience. Successful on the-initial try, they look for more
daring ventures and more profitable items.

Professionals begin their careers with amateur tactics but

soon graduate to more sophisticated techniques and elaborate props.

"Booster boxes," empty cartons disguised in gift wrappings, have

hidden side gpenings that allow shoplifters to quickly stuff in
merchandise. '"Hooker belés" worn around the waist support hooks
on which prﬂfessi@néigﬁ;én hang s&aleﬁ items. Others develop the
ability to walk out of a store with merchandise tucked between
their thighs.

Both amateurs and professionals employ similar strategies
to confuse and distract clerks. Shoplifters working in teams
often stage a disturbance--one complains loudly or faints while
the other works without being noticed. Another tactic is to ask a
salesperson to bring out piles of merchandise. In the confusion,
the shoplifter makes a'big show of returning some items while
secretly pocketing others. Other shoplifters take advantage of
crowded stores during péak selling hours and inexperienced sales

clerks,

[+
Tt
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ARE THERE ANY
COMMON CHARAC-
TERISTICS OF

SHOPLIFTERS?

ERIC

Aruitoxt provided by Eic:

Characteristics of Shoplifter

m

\ [
wrn
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Although dtug addicts and alcoholics are stereotyped as the
élassi:,shcplifEETs, every customer iz a potential shoplifter. Teen-
agers pilfer on a dare from their peers and view their actions as
harmiess_pfanksi One interesting study of shoplifters found chat
some were housewives who, having skipped breakfast and
pasgpéned lunch, lacked the patience to wait and pay for their

merchandise.

Many shoplifters privately rationalize their thievery on the
grounds that wealt! - husinesses will not be affected by losing "just

a dress." They fail to consider the total impact of all the items
shoplifted on the stcre's budget. If every customer stole "just a

15

dress,"”" then no amount of profit would make up for the items los

J'Zh

aﬁd the business would fail.
Because '"the hand is quicker than the eye,' retailers have
difficulty detecting shoplifters at work. However, there are a
number of .signs chac.knowledgeable retailers watech for:
. Most shoplifters are nervous: thEiIFEYES gcan the
shop to make sure nobody is watching; they spend more
time looking araundvchan they spend examining merchan-
dise. Clerks politely offering shoplifters assistance
are often met with startled, stammering responses

Shoplifters often hover in one area, repeatedly cir-

cling c.rtain counters but never buying anything. Some
.carry merchandise from one section of the store to another
‘ 22
/



WHAT PROTECTIVE.
MEASURES CAN

BE TAKEN?.

ITI, Unit H
ess Protection

as though undecided. They are looking for watchful

lerks; if none seem to be watching, they leave with

[

#ghg goods.

. Shoplifters often walk into the store carrying boxes,
newspapers, briefcases, and shopping bags. People with
such items in hand are not necessarily shoplifters.
Nevertheless, they should beAEarafully watched. Also,
customers wearing unseasonable clothing--a heavy coat

in midsummer, a raincoat on a sunny day--may be up to

something.

Deterrents

By establishing effectit. .:terrents within a store, a

" merchant can begin to combat the shoplifting problem. Preventive

25, First, they must heighten

measures must accomplish two. thin

shoplifters' feelings of beirg watshed.’ Attentive sales clerks

.1 substantially reduce the number of shoplifting incidents in a
store. ''While polite salespeople please honest customers, they
unnerve thieves," observes one expert. A simple "Can I helﬁ you?"
or "I'11l be with you in a minute" warns shoplifters they are being

watched. A shoplifter values privacy and a helpful clerk invades

/
i

it mercilessly.

dise, especially in the arrangement of the sales area and in inven-

Atary placement. Shops with neatly arranged displays make it hard to

23
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steal. Merchandise displayed in standard groups--three
items per displayseﬁelps salespeople "miss'" something quickly.
Cash registers should be positioned to provide every cashier a full
and unobstructed view of the aisles. All expeﬁsiﬁgs%céms should be
locked in glass display cases, placed out of reach behind the

since shoplifters can easily walk out with it.

The fclléwing are precautions which can be taken to reduce
losses from shcpliftéfs_ Maét of these precautions cost no money to
implement and require no special skillsﬁta install:

1. ﬁse ale:;,-aggfessive selling at all times; greet each

customer promptly. o

2. Even if you are buSy, let other customers know that you
see them. Nod and state pleasantly, "I'11 be with you in
a‘mgﬁeﬁﬁg"

3. 1If ﬁau éuspect a customer ig being tempted to pilfer,
watch that customer openly; carefully, but courteously.
Being watched discourages most shoplifters.

4. Place expensiv. items behind the counter or in a
clozsed display case.

5. Keep aisles clear.

.5. When possible, Eeep items away from the edge of the
counter. ‘

7. Check dressing rooms often for clothing left by

customers.

24
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WHAT VIEWING
DETERENTS ARE

AVAILABLE?

8. Check customers as they ernter and leave the dressing
room. One of the simplest methods of shoplifting is
for a person to try on merchandise and then walk away
from the department wearing it-

9. Keep empty hangers off display racks at all times.

10. Keep displays as complete as possible; this makes it

Check merchandise as you write u
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familiar with store prices¥ Look for ticket switching

H
=t
H
e
[
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and concealment of additional merchandise inside the
merchandise the customer is buying.

12. Never turn your back on & customer if you can avoid it.

L
o]

Be especially alert during opening, closing, and lunch -
hours.
14. Watch customers'hands, for their hands do the stealing.
15. Beware of loosely wrapped parcels which could have
false openings.
16. ‘Be especially observant of people wearing l;SSE,
bulk? coats or dresses.
17. Never leave a section of the building unattended.

18. Serve young customers as quickly as possible—-help

them keep out of trouble. _)

Viewing Devices
The popular two-way mirro= permits clerks at one end of the

store to view a customer at the other. Although the initial impact

[1]

of such mirrors can be successful, their effectiveness is limited.

25
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HOW CAN PRICE
TAGS DETER

SHOPLIFTING?
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Shoplifters know that the view clerks have of them is the same thew

hoplifter can't clearly see what the

m
¥

nave of the clerks. If th
clerk is doing, then the reverse is also true.

Some retailers install one-way windows with an overall view
of the store. This tactic can reduce shoplifting as long as someone
is watching at all times. However, unlike large department stores,
small operations cannot afford to hire somc«ae to do this full-time.

maller

[
[

(]

herefore, shoplifters will be al~rt to this when entering a
store and the effectiveness of the window will be diminished.
_Dne expert warns retéilers not to rely wholly on viewing
devices to fight off the shoplifter. ''These deterrents may be
psychologically efféétiveE—butkcnly for a short while," he says.

He recommends using them for six months at a time, dismantling them,

then reinstalling them a later time.

Tamper-proof price tags—-gummed labels that rip if peeled
off or price tickets attached by plasticlstrips that must be:éuﬁ
with scissors--help defeat price ﬁég switching. Some items can be
specially stapled so shoplifters cannot transfer one price ﬁag to
another item without considerable work.

Electronic tags, a popular-antishoplifting device, require
clerks to deactivate ionic sénsars at the point of pgréﬁasei If
the tags are not deactivated, the customer or shoplifter walking
out with an item will set off a harsh alarm, thus alerting em-

ployees to a possible shoplifting attempt. Although apparel

26
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Part III, Unit H

stores have found them especially useful, recent modifications have made

these tags suitable for use on drugs, cosmetics, records, and other

small items.

BAD CHECKS
WHAT ABOUT Writing a check for payment of goods and services has become
BAD CHECKS? very p@éulat; Small retailers ‘are hardest hit by losses caused by
accepting bad checks. These losses can be significantly reduced if
the proper policies in addition to a sound step-by-step procedure for
accepting checks are established. These policies and procedures must
best suit the needs of your firm. Some businesses accept checks for
the purchase price only; others require three forms of identification;

some retailers do not accept two-party checks.

LOSSES CAUSED BY WASTE

iness.

[y
‘I el

ARE SOME INTERNAL Losses in profit caused by waste can seriously affect a bu

LOSSES SIMPLY The cost of utilities has increased very rapidly: averyone is more

MMISTAKES"? concerned with saving energy and natural resources. Therefore, you
Vshculé emphasize energy saving practices among your employees, éﬁﬁ
watch for potential waste of electricity, heat, water, or gas within
your firm. Poor hauSEkeaping practiceg, merchandise damaged by poor
receiving Ffacticés or ruined by improper héﬂdling,represanc other
types of loss by waste.

Carelessness, such as the employee who unintentionally carries

home a pencil or the customer who accidentally puts your pen in his

or her pocket,can also erode profits. Manufacturing companies in

|
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pattiéuiat have a spéciél prqblem when employees walk off the job
with small Egéls. Policies shaﬁlj be established to curtail this
pract;cei! For example, small'zaals can be assigned to employees

whﬁﬁ';hey arfive. Employees can return all small tools to a cen-

-tralized location when leaving the job each day.
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Part 111, Unit H
Busiaess Protection

EXPLORATION ACTIVITIES

Do you feel knowledgeable enough in business protection to
be able té put some of the skills you have learned into practice? .
The following activities will help you experience come "real" business

protection situations. -After completing the activities, do a‘s%lfg
’ |

evaluation to check your understanding of the macerial.

ASSESSMENT ONE | |

‘1. Look for a small, individually owned manufacturing
business in your community. Interview the entrepreneur
and fiﬁd‘aut what types of protection procedures are
being uéed_ Evaluate the procedures based on your
readiﬁgsg Are they adequate? If you were the entrepre-
neur, what would you do differently?

Z. lnvestigate and prepafg a one page report on how scmejaf
the small enterprises in your community handle the problem
of shoplifting.

3. Urite a pfctegticﬁ program for é business Lhaé sells men's
gnd women's clothing and fine jewelry. Assume the store

N gas E,dDD‘squaré feet of seliing sﬁage and an additienal
700 square-feet of étofage space ta back room), two
full-time employees, and no alarm system or other protect-
ive " devices., Assume the store is located in a large
shopping ﬁall in a city of appf@ximately 185,000 people.

4. Contact two business owners in your,community that sell

basically the same product or service. Make a comparison

29
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Business Protection
of their precedures f check cashing and guardlng cash.

There seems to be an increase in the amouﬁt of losses

(8]

caused by é@élﬁyéé mistakes. Suppose you operated a firm
“in which emﬁléyeeé take an additional ten minutes for-
éaffae breaks, accidently take home a few pencils each
day, and soil merchandise by careleéé;handling. Develop

a plan that you believe would reduce these losses

POSTASSESSMENT

Develop a protection plan that outlines in detail what

[

yaurwguid do to secure ycur business from losses caused
by internal and external soufces_ Your pian should include
strategies for guarding cash and reducing the amount of
bad checks.

'2. Define and discﬁss supervised and nonsupervised account
alarm systems. Include in your discussion the advantages
and disadvantages of each.

Discuss two common shoplifting practices. 1In your dis=-

L]
»

cussion you should idengify variéus protective measures
’ .
which can be used to minimize losses from these shap—
lifting practices.
4. (a) Experts in business'protéctian believe some internal .
lcssés are mistakes aﬂé Oﬁhers are intentional.
Distinguish between mistakes and intentional losses.

(b) Our ééciecy's values and attitudes are significantly

different today from those of the past. Do you

30 .
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believe these differences will cause mistake losses
to increase? Consequently, should the businegsfptgtggtian

program be concerned with mistake losses? /

, f s

5. Name and explain ten low-cost activities which a business
. ;o i

. ] f , , S e , .
can implement as precaucions against shoplifting lossess
) . / ;;
. ‘ /
q | 7 ‘ A [; | | y

N ‘Compare your answers to your responses’ to the preassessment.

, / | - , 7 |

You may want to check your postassessment answers with your instruc-

4 : Py

q ¢ ‘ s
or. / ) ,»"F(

rr

' V : s

‘ 7
- SELF-EVALUATION . /*"

How well did you know the information ﬁéédéd to do the

activities? ’ ‘ e ,5/;

/

: : ’ () Very well }zgf

( ) Fairly wel
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PREPARATION/ - R PART TII, UNIT H
ADAPTAT 10N | BUSINESS PROTECTION

. PREASSESSMENT

Héré are some quaétians that test féf knowledge of the con-
téﬁgs of this level. 1If you are very familiar with the information
~needed to answer them, perhaps you should go to another level or
,ﬁﬁitaucﬁeck with your insiruégér. Otherwise, jot down your answers.
After you've :éad'thfgugh this level, take the pasﬁassessméﬁt at the
what . you've learned.

1. "Thé;e saems-tafbgéa close relationship between a

company's screaﬁing practiéésluéed in selection of

E

Do you agree or éisagfea? Why?

2. What.are the basic rule: ¥gractigéé) which an entre-
‘pfénéu? can use to hélp minimize internal ﬁheft?
fé::!ﬂiscuss the types of crime insurance available. What

is meant by "3D" insurance? |
4. Explain the Dishonesty Expésére Index. What :nforma-
tion does it give an entrepreneur?.

5. How can an employer encourage honesty among the firm's

employees?

33
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TEACHfNE/LEARNING OBJECTIVES

/“ Upon campletian of this level you should be able to:

1. Explain the scepé involved in minimizing the risks
of internal theft.

2. Discu5$ thé“difféféﬁt types of crime insurance
policies available. *

3. Prepare personnel policies ﬁhich will hélp minimize
internal theft.

dingiplain the Dishonesty Exposure Index Indicator,

5
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SUBSTANTIVE INFORMATION

REDUCING INTERNAL THEFT
HOW CAN STOCK Effective personnel policies and procedures can help you

SHORTAGES BE generate a positive working atmosphere and discourage employee theft.

REDUCED? In a publication entitled Preventing Retail Theft, the Small Business'

pérsénnel_ This kind'af information has been prepared by varicus
agencies and can assist the entrepreneur in preparing a reasonable
security plan..

The first step in reduciﬁg Stoik_shartageé is trying to select

the most hunest iadividuals for émplGYEESa Screening applicants is

one az the most imggftaﬂt security measures. A_.job applicant can't

be judged by @utwafd-appeafanéé alone. One hiring mistake could
proye to be a devastating profit drain for months or years to come.
No matter how urgently you may needvadditianal personnel, it does
not pay ;a neglect your gcreening and hiring procedures. Checking
ﬁast experiences, former emplayeis, éﬁd refersnces are all good
screeaiug pfaetices. Run 2 consclentious reference check on every
néw empléyée;b : -

Another impgrtant step in reducing internal theft is setting a

‘tone or atﬁ@Sﬁhgrelthat will encourage honesty dn -your business.
~ Because péaplg respect high standards, you should not settle for
"¢ less. They also tend to follow the example of the individual who

gset such standards and requires that they be met. So you will set the pace
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Avoid slégipg'a double standard of moral and ethical conduct.
If'emplayeés see a supervisor committing even a siigﬁ:ly dishonest
act, they are encsu?aged to follow suit. Return Dvérsh;pmenz or
a;efpayments promptly. It is also important to adopt a "éero shortage"

attitude. - If you feel that a reas&nabla amount of pllterage

is all right, keep it a secret. and hammer away shortage control,
. \ : — "

even when losses diminish.

The_cwnef/managér should establish realistic' goals. Expecting

5\\ ' - the employe€ to achieve the impossiﬁle is an invitation to cheat.
\; : Wheﬁ.yau_do, you give the empléyge no algarnativeﬁ the employee
N must %éeag or admit failure and risk losing the jébi_ Make cerﬁain
each pe erson is matched to the” ij "Employees should not be put in
' positions where they are forced to lie ér cheat about their per=
formance because they are unabl to do their work.

In a: small business, employers and employees get to know each

Dther"quite Wéll. Therefore, it is especialiy important to be fair.

When pegple fekl they are being treated unfairly, or that the firm
is arbitraryg error, waste, gnd thg kind of indifferent perfo;mahce
that breeds dishone%ty may occur. Set rules éﬂd apply them to

f évéryénei Clear 1;nes of autharity and responsibility should be
delineated. Every éﬁplayee needs a yardstlck by which to-measure

her or his pxugress and lmPIDVE performance. Each employee's duties
shauld be spélled autﬁ—preferably in writing. In addition to
providing équitable wages and salaries, try to relate to your

employees' needs. You may not solve white collar crimes, but these

practices will certainly help establish a good working environment.
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Employers with little or no stotk shortages minimize temptation
to steal. One organization of counter\service restaurants is noted
for its gaéd emplcyee relations. It treats people equally, and

5f; displays faith in their integrity and ability. But it also provides

the h;ttlé,is wéna

The owner/manager should continuously train employees in investi-

gation ang;gegurigya All employees should know cagéaﬁy-palicies and

f procedures regérding security. Employees should be aware of ways to
eliminate stock shortages and shrinkage; They should also be familiar
e k with typical shoplifting practices so they will be more observant
of customer behavior. |
: RESéézghefs in the aréa of -stock sharﬁages ail indicate that
;stealing is contagious. Guidelines have been developed to help

rou, the entrepreneur, reduce internal shrinkage. Here is one set
Jou, . & P 1L,

‘of basic rules: E v
.1i Check your %ecéiving pfacéduré to insure all merchandise
is éctuallf'regeivedg Your procedure should not allow
the drivers access to merchaﬁdise once it is checked.
E%?:f ' 2. Héke sure the gle;k who checks invoices tracks down all
missing invoice numbers and billings.
3i’ Haée:gﬁly authéfised personnel handle retufﬁébléw and
.allawangesg
- ' 4. Make sure all employees assigned to handle items returned
by customerz are well informed of the correct price Danil

merchandise.
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w ‘ ' 5. Number all sales slips. 1If errors are made, the sales
slip wguldaﬁe voided, ﬂét thrown in the wastebasket.
6. Assign certain employees to check all traﬁsfefs into or
out of the buil&ing;
7. Control employee pufchases. Hav: all packages check
with security or placed !~ employecs’ lockers.
8. Ganﬁ?al the keys used by your employees so only authorized

personnel enter locked areas of the store.

_CRIME INSURANCE

§;: §?AT IS CRIME Gfime insuraﬂgefsupplements a busineés person's s:curity rogram
INSQE&NGF? and cevers losses from rcbbéry, Ehefg, f¢., ry, burglary, cmbezzle-
| ment, and other criminal acts. By defii" fon, bur :ry un-
lawful entry to a residence c~ place of Lusiness for the purpose of
committing theft. Normally, to collect losses from an insurance
company, there must be evidence of forced entry, such as broken
locks or windows, tool marks, or other clear evidence that the bur- }
glary was in fact committed. Robbery has a much looser defiﬁitiﬂn.
It can be defined as the taking of property by use of fear, force,
or viaiéncg- Theft can be defined as the act of taking prgper£y
that belongs to the insured or his or her customers from the
&iﬁsured area, Examples wgvld:be shgpliféing OoTr purse Sﬁaﬁching;
i Insurance policies dé varv. Some policies may not cover -
certain criﬁesg So, fégardléss of the gypé or amount of insurance

you will need for your busine%s;fzt is extremely important for you
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to check any policy you are considering for exclusionary clauses.

Yoﬁzwill alsq need to know exactly what your policy covers and the
Qifgﬁmétancés undéf which recovery of losses is allowed. This will
require a very careful axaminat;aﬂ of the policy. Read the policy
co mpletely and be sure that you undeystand what you have reéd prior
to signing it. You may want to contact your attorney for advice.
Be sure to use a reputable insurance company and agent.

You must consider your insurance needs carefully. Your first
priority is tb adopt the policy that will help minimize potential
losses as much as possible and provide the Widés§ coverage fa% your
fiEms' in the majofitf of casés, you are spending money based on the
rassumptisn that if ﬂéftéin potentially harmful events occur, they
would be so damaging that they could put you aﬁt of business. There-
fore, you must be able to define and be ;hgtoughly;éwa%e of the
risks yﬂglfacefand make provisions for them.

. o ‘De cisions about insurance are complex. If you are underinsured
you are risking ruination; but if you are Qverinsured,.yau-afe spend=

ing substantial funds for nothing.

Types of Crime. Insurance

}fWHAT TYPES OF - ° As you begin develc; . g plans for the various components of your

ﬁGEIMF INSURANCE business, it is important for you to become familiar with the many

'(ARE AVAILABLE? different types of crime insurance available. Your first considera-
tion might be a comprehensive policy or "3D" insurance. The "3R"

stands for comprehensive dishonesty, disappearance, destruction

and is a blanket crime policy. The coverage includes recovery from
39
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l@séés due to employee disﬁones;y or counterfeit currency as well
as loss of ﬁoney, securities, or merchandise through robbery,
burglar§,=@f mysterious disappearance. ‘The policy also covers
- certain types of check forgery and damage to PféﬂiSéSzég equip-
ment reéulting frém a break in.
In addition to the cévétééé’gpﬁicﬁg in the basic "3D" pblicy,
the following are also ncrﬁally available if the business bas
a need for them:
. Incoming check forgery
. Burglary cgferage on merchandise
. Paymaster robbery coverage on and off premises
. Paymasterércbﬁery Eavefaga on premises only
s Brcadéfagm payroll on and off preﬁises
. Bfmadsfgrgrcn preﬁises only
\
. Credit Eard'férgery
g' Theft cavef;ge on office equipment.
Naturally, if you decide to.include'any of the additional endorse-
manés, Ehg cost of insurance will increase.
In certain situations, entrepreneurs may prefer to cover
\ Spécifi§ needs with separate policies. Entreéféneurs can purchase:
. Mercantile safe burglary policy to reimburse the
\ Eﬁsinéss fgf loss of money, securities, and valuables
.from a safe or vault and pay for:damage to the sgfe and

other property resulting from burglary

40 D4




Part III, Unit H
i

.« Mercantile épEﬁ stock policy to insure the éﬁﬁfépfenéuf
against b,%glafy or theft of merchandise, furniture,
Fixtures, and equipment on the premises and pay for
damage ‘to property resulting from burglary
.- Fidelity bonds .to reimburse the employer for loss due
to embezzlgméﬁt and‘empl@yeg thefts of money, securitizs,
and other property. Employees who handle money, cash
receipts, and mer;handise should be‘bgnded,
. Forgery bonds to ?eimburse the business or the bank
\\ , \ " for any loss sustained from the forgery of business
AN ~ checks.

‘ Insurance Premiums vary according to the type of business,
store lacatign,‘ﬁumbe; of employees, maximum cash value, amount
of security equipmeit installed, and prior losses. Businesses

(W operating in high risk, high crime areas need the most insurance
but often have thé»highéét-prgmiums, Businesses that experience
a number of burglaries face increasingly higher premiums, or at
wcrst\gancélléd policies. Furthermafe,lghey have difficulty

finding insurance companies willing to underwrite them.

. Dishonesty Index

H@W b@ YoUu FIND | The dishonesty index, developed by Gion Green and Raymond
'?THE SUGGESTED faIEEE;:is ﬁsed by many entrepreneurs tﬁrcugﬁ@ugﬂthe country.

j EIHEHU@ AMOUNT  ‘to determine the suggéstéd,minimum,amaunt>@f insurance required,
. OF INSURANCE £111 %ut the following “DishgpestygExpcsure Index Indicator."

- REQUIRED? ”
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Dishonmesty Expe: leo Indicator

l. Total eury. .t assc¢is (cash, deposits,
securities, receival’ =4 goods
on hand). 3

A. Value of goods on hand (raw
" materials in process, finished
merchandise or products).

B. 5% of A. $

. C. Total current assets less
goods on hand. (The differ-
ence between 1 and -14). S
D. 85% of C. ' 8

2. Annual gross sales or income. $

A, 10% of 2.- ’ S_

B. Total of LB, LD, and 2A --
the firm's dishonesty exposure
indezx. 5

Introduction to Security, 1976. Reprinted with permission of
‘Security World Publishing Co., Inc., from Gion Green and Raymond
C. Farber. Copyright @ 1975 by Security World Publishing Co.,
Inc., Los Angeles, Califovnia. .
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Once the firm's dichonesty exposure index is computed, find the
recommended coverage by referring to the "Suggested Minimum Amounts

of Honesty Insurance'" which follows:

1

Suggested Minimum émaunts of Honesty Insurance

Exposure Index

Amount of Coverage

up to 25,000 $15,000 to 25,600
25,000 to 125,000 25,000 50,000
125,000 250,000 50,000 75,000
259,000 500,000 75,000 100,000
500,000 750,000 100,000 125,000
750,000 1,000,000 125,000 150,000
1,00",000 1,375,000 150,000 175,000
1,375,000 1,750,000 175,000 2¢:0,000

4 750,000 2,125,000 200,000 225,000
2,125,000 2,500,000 225,000 250,000

- 2,500,000 3,325,000 250,000 300,000
3,325,000 4,175,000 300,000 350,000
4,175,000 5,000,000 350,000 400,000
5,000,000 6,075,000 400,000 450,000
6,075,000 7,150,000 450,000 500,000
7,150,000 9,275,000 500,000 600,000

. 9,275,000 11,425,000 600,000 700,000
11,425,060 15,000,000 700,006 800,000
15,000,000 20,000, 000 800,000 200, 000
20,000,000 25,000,000 900,000 1,000,000
25,000,000 50, 000, 000 1,000,000 1,250,000
50,600,000 87,500,000 1,250,000 1,500,000
87,500,000 125,000,000 1,500,000 1,750,000
125,000,000 187,500,000 1,750,000 2,000,000
187,500,000 250,000,000 2,000,000 2,250,000
250,000,000 333,325,000 2,250,000 2,500,000
331,325,000 500,000,000 2,500,000 31,000,000
500, 500,000 750,000,000 1,000, 000 3,500,000

Intf@duztian to Security, 1976. Reprinted with permission of
Security World Publishirg Co., Inc., from Gion Green and Raymond
C. Farber. Copyright © 1975 “7 Security World Publishing Co.,
Inc., Lus Angeles, California.

"~
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PREPARATICN/ADAPTATION ACTIVITIES

Are you able c¢o apply these bu-iness protection prirnciplec to

your business aspirationis? Are you now krowledgeable about the

various techni:, .s and approaches? The following activities should

hely you check your knowledge about business proteciion.

ASSESSMENT ONE

1 Interview the manager/owner of a local wholesale or manu-,

facturing business to determine the personnel screening

;
procedures being used. Do you believe they are adequgté?
If not, what would you do differertly?
2. Contact at least two small businesses in your area that
sell hasically the same service or goods. Cgé%ate the

7
types of insurance coverage each Eﬁtrepreqéﬁf has. Would
pren _

I

you expect two companies in the same i:gﬁ selling basically
g

the same goods or services to have siénificantly different
insgréncé coverage? Why éf”why nqt?

3. Usiuag the Dishonesty Exposure Ipééx Indicator, insert a
‘set of anticipated fiﬁaﬂéialvfigufes for your business
and detefmi?é the minimumlégéuﬁt of insurance recommended

;

for your business.

il
lan]

repare two ggmptéhegsive plans to minimize losses for
your b;Si%égS, thGinrst to cover intérnal theft, and
the second to m;pimize external losses.
5. Invite an insufance agent to discuss tﬁe types of insurance

cgveragewavailable in your area rud the gasts of the
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virious types of coverage. Ask the agent to compare the
terms of insurance rates and to explain why rhere are
differences.

POSTASSESSMENT

1. ""There seems to be a zlose relationship between a com-

pany's screening practices used in selection of applicants
and internal theft." Discuss this statement. Do you
agree or disagree? Why?

2 jdentify and discuss the basic rules (practices) that
an enéreprenéur can use to help minimize internal thefct,

3. Discuss the various types of crime insurance available.
Whgtvis meant by '"3D" insurance? |

4. Explain the Dishonestv Ixposure Index. What information
does it give an entrepreneur?

5. Explain how an emplgyer can encourage honesty among
the firm's employees.

Compare your answers to your responses to the preassessment. You

may want to check your postassessnient answers with your instructor.

SELF-EVALUATION
How Wéll-did you know the information needed to do the activities?
{ ) Very well
( ) Fairly weli
( ) A'little
Be horest with yourself. If you feel vou don't know the material

well enough, it might be hélpful‘ﬁé review this section before going on.

45 38
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SOURCES TO CONSULT
FOR FURTHER INFORMATION

;nﬁé heft
1973.

Hemphill, C.F. Secufﬂgg for Business and Industryv. Homewood,
Lllsn is Daw Jones - Irw1n, Inc., 1971.

Jaspen,: N. Mlnd Y@qfiﬂwn Business. Englewood Cliffs, law Jersey:
Prentice - Hall, Inc., 1974.

Mccalli Si Small Business Repcrﬁer Crime Prevention for Small

Business. San Francisco: Bank of America, 1975.

Small Business Administration Publications. Washington, D. C.:
Government Printing Office :

* . Preventing Burglary and | Ro bbery Loss. Small Marketers
Aid, no.. 134, 1974.

% Preventing Empl ' Pilferage. Haﬁagement Aid, no. 209,
1970.

Preventing Embezzlement. Small Marketers Aid, no. 151, 1973.

;_ggressful Retail Security, EdlLEd by M. M. Hughes.- Los Angelesz
Security World Publishing Company, 1976.
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_FILMS
Avallable for purchase or rental from Sales Branch, National

AudiavisuaL Center - General Services Administration, Washington,
D. C. 20409. Phone (301)763-1854.

EXPOSURE LEVEL:
"Burglary Is Your Business" (15 min., sd., color, 16mm)

Through an investigation by a police department detective
following a burglary at a home furnishing/appliance store and the
detective's conversation with the store owrers, the film points out
security measures which retailers should take to prevent burglaries.,
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"The Shoplifter”" (20 min., sd., color, 16 mm)

Tllustrates techniques used by amateur and professional shop-
lifters. A convicted shoplifter demonstrates stealing methods
under actual conditions and explains how alert and in.ormed emplove

could have prevented the thefts.

" EXPLORATION LEVEL:

"They're Out to Get You" (12 min., sd., color, 16 mm)

The main character in this film is a conviected shoplifter.
Through conversations with his cellmate and flashbacks to some of
his shoplifting 2nisodes, he shows how shoplifters operate and,
1ﬁdlrEQtly, points out preventive measures small business persons
can take to iimit shoplifting in their steres.

I

"It Can Happen *o You" (15 min., sd., color, 16 mm)

Outlines the experience of a hardware store owner cooperating
with a police li=utenant in getting the facts about an employee
pilferage problem. The police lieutenant points out situations and
procedures which.encourage pilferage and shows how to remedy these
matters.

PREPARATION/ADAPTATION LEVEL:
"The Inside Story”" (15 min., sd., color, 16 mm)

The film illustrates steps which can be taken to limit or
event pilferage by plant employees whrough conversations and
tivities nr the owner of a small manufacturing plant and his
urity guard.Though the owner is vehement about not wanting
) suspect any of his erployees, facts reveal that an old, trusted
' emplov: - has been pilfering for years.

i

"The Paperhangers" (31 min., sd., color, 16 mm)

The nation's most expensive and popular crime--check fraud--
is explecred in this film. The film shows how most bad check
passers or "paperhangers' can be stopped in their tracks by an
efficient check~cashing procedure. Such a procedure is shown
in detail, along with guidelines for carrving it out. Two former
"paperhangers' discuss the most ‘common errors made by business
neople and show techniques frequently used foi passing bad checks.

(%]
P
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"Plant Pilferage" (32 min., sd., coler, 16 mm)
Directed to industrial management, this comprehensive film

covers arlarge loss to industry——pilferage--which reduces profits

by the staggering amount of one billion dollars every vear. [n

this film, a visiting management group tours a plant where security

measures are being taken. Each of the eight steps in a successful

pilferage-protection program is demonstratec. Prevention--rather than

apprehension of the thief--is emphasized.
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The Instructor’s Guide contains the following: -
® Teaching/Learning Objectives (idéﬁtii:aité thé Teaél;iﬁg/- : ;
Learning Objectives found in the PACE unit) -~ 4 T
. Te’échiﬁg/Le’arning‘De!fvery:’i{uggestiaﬁs
. Pre/péstassessment Suggésteﬂ Hespms&_s

This information is geared towards the three levels of learning, and is designed
for use as a supplemental teaching aid. Additional instructions for using PACE, .
sources of information, and an annotated glossary can be found in the PACE
Resource Guide.




1.

PRE/POSTASSESSMENT
SUGGESTED RESPONSES

=XPOSURE

Lack of or improper use of loss prevention systemns can contribute to the failure of a
business.

prcsedures enrcall in the Federa! Crime Insurance Fmgram; and buy msuranee EFDIE.‘&ZHQFL

Profit siphoning is a reduction of business profits that results from dishonest actions
such as stealing or destruction of property. |t may involve employees, delivery personnel,
burglars, shoplifters, and vandals.

Internal.security is as important as external security because employees can be tempted
to steal if steps are not taken to control unauthorized access te merchandise and property.
Often retailers are reiuctant to admit mistakes in their judgment of empioyees or are
negligent or lax, thus fostering employee embezzlement.

The Federal Crime Insurance Program provides federally funded crime insurance at
reasonable rates based on the size and accepted risk of the insured property. Coverage is
limited to a maximum of $15,000. Responses should indicate the benefits or disadvan-
tages of this program to-the proposed venture,

EXPLORATION

1.

The protection plan might include provisions for key control, window protection,
protective lighting, cash protection (i.e., safes, safety deposit boxes), alarm systems, and
a check cashing procedure. .

rabbery, burglary, and fll’E aiarms at the central statmn, Althaugh they are morz
expensive, they: provide constant, remcte supervision. Supervised alaym systems deter
dishonest employees by indicating the exact times workers enter and eave the premises.
Naﬂsupénrised alarm systerns only reisy burglary, fire and rabbery ialarrns to the central
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Comman shoplifting practices are palming, price tag switching, use of booster boxes

and hooker beits, and hiding merchandise beneath oversized clothing. Protective measures
include viewing devices, attentive sales clerks, tamper proof price tags, and displaying
merchandise in clear sight of cashier.

(a) Wasteful practices can ble mistakes, such as accidents, or taking tools and other small
iterns home; or /ntentional, resulting from faulty operating procedures.

(b) All gusiness protection programs should be designed to-minimize loss. The segment
that copes with internal losses shouid include measures designed to eliminate wasteful
practices. Responses will vary according to respondent’s view of society; however,
answers shouid indicate an awareness of the need for internal loss prevention programs
which emphasize energy saving, efficient housekeeping, and accurate receiving and
handling procediures,

Responses could include descriptions of alert, aggressive selling activities; proper store
layout and merchandise display techniques; and efficient check out procedures.

PREPARATION/ADAPTATION

1.

Responses should indicate an understanding of the fac: that ef'fectwe personnel policies
and procedures, including screening practices, can help entrepreneurs generate a positive
working atmosphere and discourage employee theft.

Safe Burglary Pnhcy, the Merchantile QE!EFI Stm:k Polacy, Fldehty Bends and Farge*y
Bonds, in addition to.””3D" insurance. Blanket or ““3D" protection refers to compre-
hensive dishonesty, disappearance, and destruction insurance.

" The Dishonesty Exposure index can be used to determine the minimum amount of

insurance required. Entrepreneurs ¢ caﬁ use the index to estimate how much insurance
they need. .

. Hc)nesty' is fostered when an employer (a) has high standards for himself or herself in

addition to the firm’s employees, (b) sets a good example and is a positive role madel
for er:loyees, and (c) returns overshipments and overpayments pramptly.
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__TEACHING/LEARNING OBJECTIVES

'I;EAQ!

Upun completion of this leve| of instruction you sheuld be able to:

‘A variety of d
used. To halp
these suggestic

checks,

- Distinguish losses which are mistakes from those which are inten-

tional,

P reparation/Adaptation

B by —

Explain the steps involved in minimizing the risks of internal theft,
Discuss the differant types of erima insurance policies availabls,
Prepare personnel policies which will help minimize internal theft.
Exptain the Dishonnsty Exposure Index Indicator,

1. Explain the importance of firms having business protectic 1 pro- Invite 3 depart
grams.
2. Discuss what entrepreneurs can de to minimize business losses.
o 3. Define profit siphoning.
3 4. Exp'ain the need for protection 2gainst internal thefr.
s 5. Dafine the Federal Crime Insurance Program,
£
w
g == = — — — — — —
= ) .
- 1. Write 3 plan that would outline in detail what you « uld do to
= secure your firm’s premises. 1. lrterview loc
(o 2. Describe pr per procedures for guarding cash. 2. Visit two hu
= = 3. Distinguish between alarm systems and identify the advantages and service and ¢
12 c disadvantages of each system.
] = 4. Describe shoplifting practices commonly used,
) 5 5. Name various protective measures which can be used to minimize
L a sheplifting, .
o 5 6. Identify piocedures which can be used to reduce the amount of bad
-
-4
w
=
w
-l

1. Invite local bt
tices with the
2. Interview bus
their insuranc
3. Have an insur

small business
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© | - The PACE series consists of -these parts and units. -

.. 7 - PANT I: - GETTING READY TO BECOME AN ENTREPRENEUR

Unit:A Haturezgf Small Business

Unit Are You an Entrepreneur?

(5]

Unit C: How to Succeed and How to Fail

- . PART II: BECOMING AN ENTREPRENEUR

Unic A;ifﬁévalapiﬁg the Businéss Pian

Unit B: Where to Locate the Business

Unit C: Legal Issuc<s and Smull Business

Unit D: Sovernment Regulations and Small Business
] Unit E: Choosing the Type of Ownership

=

- ' Unit ¥: How to Finance the Businmess

i1t G: Resources for H&ﬁagéfial Assistance

PART III: BEING AN ENTREPRENEUR
.Unit A: Eanaging the Business
Unit B: Financlal Masnagement
Unit C: Keeping the Business Records
Unit D: Marketing ﬂSBagémént
Unit E: Successful Selling
Unit F: Managing Human Hesources
Unit G: Community Relations

- S Unit H: - Business Protection
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