














Table 1.1

Countries Surveyed for GRTB 2009

North America U.S, and Canada.
Latin America Argentina, Brazil and Mexico.
Middle East/Africa  Morocco* and South Africa.

Asia-Pacific Australia, China*, Hong Kong SAR*, India,

Japan, Malaysia, Singapore, Taiwan* and
Thailand.

Europe Austria, Belgium, the Czech Republic, Den-
mark, Estonia, Finland, France,

Germany, Greece, Hungary, Ireland, Italy,
Latvia, Lithuania, Luxembourg, Netherlands,
Norway, Poland, Portugal, Slovakia, Spain,
Sweden, Switzerland, Turkey* and the UK.

* countries surveyed for first time in 2009

SURVEY INFORMATION

This is the ninth Retail Theft Barometer to be produced by the
Centre for Retail Research, supported by Checkpoint Systems.
Inc.. Starting in 2001, the Barometer has grown from being
primarily a Western European study of retail shrinkage, crime
and loss prevention to one which covers 41 different countries
across all inhabited continents. The Global Retail Theft Barom-
eter (GRTB 2009) is now the largest and most comprehensive
survey of retail theft and crime in the world.

The Study

The GRTB 2009 presents the results of a survey by question-
naire of a structured cross-section of large retailers from 41
countries in the study. It covers all retail sectors and vertical
markets. A confidential questionnaire was sent to the Loss Pre-
vention or Security Vice President or Chief Security Officer of
a representative sample of 4,200 large retail corporations in all
countries that were surveyed. The questionnaires were avail-
able in English, French, German, Italian, Japanese, Cantonese,
Mandarin, and Spanish. Useable responses were received from
1,069 businesses (a 25.4% response rate) that operated a com-
bined total of 121.741 retail outlets with sales of $822.8 billion.
Further information about the respondents can be found in the
Appendix at the end of this report.

Exchange rates

The period covered by this survey is the twelve months from

1 July 2008 to 30 June 2009. During this time the rates of
exchange of many countries have fluctuated strikingly in an up-
wards or downwards direction by 16% or more, and sometimes
both (the UK for example). This has made the task of convert-
ing shrinkage and loss prevention costs from national currencies
to the U.S.$ (or the euro for the European report) more com-
plex. This is a problem for all international comparisons. It does
not affect the shrinkage rate as a percentage of sales. But the
choice of an inappropriate exchange rate would certainly distort
this survey’s results by significantly increasing the comparative
financial cost in dollar terms of shrinkage and loss prevention
of some countries and reducing those of others irrespective of
any underlying trend amongst retailers. What might seem to be
a large change in shrinkage could be caused simply by exchange
rate fluctuations. There are several ways in which one might
deal with this. In the GRTB 2009 we have controlled the impact
of rapidly changing exchange rates on our figures by using the
average exchange rate for the whole year 1 July 2008 to 30
June 2009, rather than the spot exchange rate on a particular
day. This has smoothed out the effects of much of the currency
fluctuation.



Language and Spelling

This report is written, as before, in mid-Atlantic English and we
have attempted to use international spellings and terminology
that are recognisable worldwide. This has entailed a certain de-
gree of duplication in product categories and types of business
to ensure that what is intended can be understood globally. Un-
fortunately a spelling that is correct in one country, for example
‘computer centers’ or ‘armored car’, may be incorrect else-
where and usage often differs sharply. Hence we cannot please
everyone. We apologise in advance for what might seem to be
infelicities; for other readers these infelicities are normality.

Countries surveyed

The countries included in the GRTB this year are shown in
Table 1.1. The process of gradually increasing the coverage
of the GRTB year by year has been continued. New countries
this year are: China, Hong Kong SAR (Special Administrative
Region), Morocco, Taiwan and Turkey. There are participants
on every continent, although at present some continents are
covered more thoroughly than others. References to ‘Middle
East/Africa’ and ‘Latin America’ in this report relate of course
only to the countries that have been surveyed. We expect to add
further countries in future years.

For purposes of comparability, the figures from the retailers
who responded to the questionnaire have been ‘grossed up’
using data from their type of business or vertical market so that
the results are applicable to the whole country.

The India survey deals only with the organized retail market,

as little is known about the small-scale retail sector there.

The results in China relate to four regions: Shanghai, Beijing,
Guandong and Hong Kong SAR (total population 127.3 mil-
lion), which are all important commercial centres. It is hoped to
include more regions in the next survey. The results for Hong
Kong SAR are reported separately. The figures for Latvia.
Lithuania, and Estonia are given as ‘the Baltic States’. Luxem-
bourg is included with Belgium as ‘Belgium/Luxembourg’.

CRR

This GRTB survey has been carried cut by the Centre was for
Retail Research in Nottingham. England, and the report writ-
ten by its Director. Professor Joshua Bamfield. The Centre has
researched retail crime and fraud in many countries for almost
20 years. Information about the samples and the methods used
in the survey can be seen in the Appendix.

DEFINITIONS

Shrink at Retail Value

All shrinkage figures in this report are based on average sell-
ing (retail) prices. Where retailers report their shrinkage results
against cost or a combination of cost and retail selling price,
these results have been converted to selling prices.

Weighted Averages

Average shrinkage rates within each country are calculated as
‘weighted’ averages rather than simple averages, with propor-
tionally greater significance in the tables being given to larger
companies and larger countries. This may mean that to make
comparisons with other crime surveys based on simple arithme-
tic averages may require re-calculation. The selection of corpo-
rations to participate in the survey was designed to provide an
extensive spread of experience.

Values Given as U.S.$

Values in the report are given in U.S. dollars, except the section
relating to ‘Europe’ (Part I1I), which, as a result of feedback on
last year’s GRTB report, uses Euros. For the purposes of this
report. €1.00=$0.733.

Billions

In this report. ‘$1 billion” means ‘$1,000 million’ following
universal business, statistical and economic usage, irrespective
of the original meaning of the term.

Europe

The term ‘Europe’ is used to include those countries in and near
Europe that are covered by this survey. ‘Europe’ does not mean
the European Union (EU), although a majority of the countries
surveyed are EU members.

The GRTB report develops year by year. Inclusion or non-
inclusion of any country and its analysis in a particular part of
the report carries no implications of good or bad loss prevention
practice and no political implications are meant or implied.
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Table 1.2

Global Retail Shrinkage 2009

Shrinkage as Change in
Total Shrinkage  percentage Shrinkage Rate
U.S. $ billion * of sales 2008-2009
North America $45.991 1.60% +8.1%
Latin America $6.074 1.67% +4.4%
Middle East/Africa $0.820 1.72% +7.5%
Asia-Pacific $17.892 1.24% +4.2%
Europe $44.046 1.33% +4.7%
Global $114.823 1.43% +5.9%
*“U.S. $1 billion”’ is equivalent to U.S. $1.000 millions
Figure 1.1
Retail Shrinkage 2009 by Region
(Shrinkage Losses $ 114.8 billion)
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Compared to the previous twelve months, the shrinkage losses
of retailers in the period year ending June 2009 (1 July 2008
to 30 June 2009) rose in 38 out of the 41 countries surveyed.
Shrinkage (as a percentage of retail sales) went up from a
global average of 1.35% to 1.43%, a rise of +5.9% in a single
year. This is the first time that the Global Retail Theft Barom-
eter - or its predecessor, the European Retail Theft Barometer
- have reported such a consistent result throughout virtually all
the countries that were surveyed. In the previous year, 2008,
retailers in 20 countries suffered increased shrinkage rates, 14
countries reduced shrinkage rates and there was ‘no change’ in
two countries.

Table 1.2 also shows that, as one would expect, there are signifi-
cant regional differences in the average shrinkage rate. Middle
East/Africa has the highest average rate of 1.72% (at present
this region consists of two countries, Morocco and South Afri-
ca), followed by Latin America. The Asia-Pacific region enjoys
the lowest average shrinkage rate of 1.24%.

There were of course differences in the percentage change in
different countries and regions of the world. Table 1.2 shows
that the highest increases were seen in North America (an aver-
age of +8.1%) and Middle East/Africa (+7.5%).

Such a widespread increase in shrinkage must obviously have
been caused by much more than chance. The economic reces-
sion has played a significant part and we discuss its role in more
detail later in this section. Shoplifting and employee theft have
increased significantly, partly in response to the recession. The
recession, by hitting retail sales and reducing profitability, has
forced retailers to reduce their security spending, particularly
on security equipment such as CCTV and EAS which fell by
11.4% ($0.9 billion).

In value terms, global shrinkage losses in 2009 amounted to
the substantial total of U.S. $114.8 billion, costing every single
person, whether young or old, the sum of $69.18 each year.

Shrinkage is an accountancy term, reflecting the difference
between the financial revenue the business should have re-
ceived (based upon inventory and purchases) and the amount
actually received. Shrink losses are caused mainly by people
stealing goods or money from the company and by a range of
small or large process errors, accounting lapses and pricing
mistakes that produce inventory losses. In addition to the actual
loss of inventory, declared shrink rates will also be affected by
company policy, accounting rules and tax regulations that will
influence practice and account for some differences in results.
In this report, all shrinkage figures are expressed as a percentage



of retail sales and where retail corporations use cost prices or a
combination of cost and retail, for consistency these have been
converted to retail selling prices.

Because the GRTB 2009 covers 41 countries compared to 36
countries last year, adjustments have been made where neces-
sary to ensure that we are comparing /ike with like, rather than
differences between 36 and 41 countries. Last year, for exam-
ple, the average 36-country shrinkage rate for 2008 was actually
1.34%. But recalculating last year’s average shrinkage rate for
retailers from 41 countries gives a 2008 rate of 1.35%, which is
the one used here. Accurate comparisons with 2008 can only be
made against the 41-country results, which is the method used
here.

In comparison to the amounts of money many countries have
staked to preserve their financial sector, the retail shrinkage total
of $114.8 billion — massive as it is — may seem comparatively
small. Yet these shrinkage losses occur in the real sector of the
economy, and the overall cost of shrinkage has to be met by
consumers, stockholders and employees through a mixture of
higher prices, lower profits and lower bonuses and wage levels.
Moreover, shrinkage losses occur year after year. Losses caused
by theft and internal error will continue to be a problem for
most retailers long after the financial crisis is a distant memory.

SHRINKAGE BY REGION AND COUNTRY

The regional composition of global retail shrinkage is shown
in Figure 1.1. North America and Europe make up 40.0% and
38.4% respectively of global shrinkage, reflecting the scale of
their retail sectors. Although China and India are the larg-

est countries in the world and so could be expected to have a
greater share of shrinkage than is indicated in Figure 1.1 for
Asia-Pacific, the GRTB has only been able to survey part of
the Indian and Chinese retail sectors. In India, we surveyed the
multiple retailers which were responsible for around 5% of re-
tail sales. The three areas of mainland China which we surveyed
this year have 10% of the country’s population.

The average rate of shrinkage as a percentage of sales in in-
dividual countries can vary significantly. The pattern of 2009
shrinkage rates in descending order is shown by Figure 1.2. This
year the highest rates were found in India. Morocco and Mexico
and the lowest in Hong Kong SAR, Taiwan and Austria.

The shrinkage in every country surveyed is shown in Table 1.3.
Except for Singapore and Austria, average shrinkage rose in

all the countries surveyed and stayed constant in Portugal. The
global average shrinkage rate rose by 5.9%.
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Figure 1.2

Shrinkage Rates 2009 by Country
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Table 1.3

Global Retail Shrinkage By Country 2009

Total Shrinkage Shrinkage 2009 Shrinkage 2008 Change
(U.S.$ billion) (as % of sales) (as % of sales) 2008-2009
Canada $3.776 1.55% 1.45% +6.9%
US.A $42.215 1.61% 1.48% +8.8%
North America $45.991 1.60% 1.48% +8.1%
Argentina $0.748 1.55% 1.48% +4.7%
Brazil $2.284 1.62% 1.52% +6.6%
Mexico $3.042 1.75% 1.68% +4.2%
Latin America $6.074 1.67% 1.60% +4.4%
Morocco $0.043 1.79% 1.69% +5.9%
South Africa $0.777 1.72% 1.59% +8.2%
Middle East/Africa $0.820 1.72% 1.60% +7.5%
Australia $2.167 1.50% 1.42% +5.6%
China $1.089 1.06% 1.02% +3.9%
Hong Kong SAR $0.294 0.92% 0.88% +4.5%
India $2.625 3.20% 3.10% +3.2%
Japan $9.643 1.04% 1.01% +3.0%
Malaysia $0.266 1.59% 1.53% +3.9%
Singapore $0.170 1.19% 1.21% -1.7%
Taiwan $0.576 0.89% 0.85% +4.7%
Thailand $1.062 1.66% 1.59% +4.4%
Asia-Pacific $17.892 1.24% 1.19% +4.2%
Austria $0.619 0.99% 1.01% -2.0%
Baltic States $0.285 1.44% 1.35% +6.7%
Belgium/Luxemburg $1.173 1.41% 1.36% +3.7%
Czech Republic $0.510 1.47% 1.38% +6.5%
Denmark $0.521 1.25% 1.20% +4.2%
Finland $0.563 1.31% 1.30% +0.8%
France $6.718 1.42% 1.37% +3.6%
Germany $7.106 1.17% 1.13% +3.5%
Greece $0.728 1.39% 1.32% +5.3%
Hungary $0.489 1.45% 1.38% +5.1%
Ireland $0.618 1.38% 1.36% +1.5%
Italy $4.645 1.36% 1.28% +6.2%
The Netherlands $1.633 1.26% 1.20% +5.0%
Norway $0.610 1.31% 1.28% +2.3%
Poland $1.691 1.42% 1.36% +4.4%
Portugal $0.470 1.26% 1.26% 0.0%
Slovakia $0.197 1.45% 1.32% +9.8%
Spain $3.827 1.36% 1.31% +3.8%
Sweden $0.907 1.39% 1.35% +3.0%
Switzerland $0.858 1.03% 1.01% +2.0%
Turkey $2.065 1.67% 1.57% +6.4%
United Kingdom §7.813 1.37% 1.30% +5.4%
Europe $44.046 1.33% 1.27% +4.7%
Grand Totals $114.823 1.43% 1.35% +5.9%
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The global averages are ‘weighted’ in relation to the retail sales
totals of every country rather than simply being an arithmetical
average of all 1,009 retailers or of each country’s average.

In all cases, last year’s shrinkage rate (2008) has been recalcu-
lated to include the shrink data for the five new countries. Oth-
erwise the comparisons we make between 2008 and 2009 would
partly be about real changes in shrinkage and partly about the
difference between 36 and 41 countries. The difference is not
large. The 2008 shrinkage has been recalculated to be 1.35%

(41 countries), whilst last year it was 1.34% (36 countries).

These figures and all shrink data in this report are calculated

as a proportion of retail selling prices, with the shrink rates of
those retailers using cost prices or a combination recalculated to
retail selling prices.

SHRINKAGE By BUSINESs TYPE
Shrinkage varies according to business type or vertical market
as well as by country. Global differences between the rates of

shrinkage by business type are presented in Figure 1.3.

The highest average rates of shrinkage in 2009 were found in
apparel/clothing and fashion/accessories (1.84%); auto parts/

Figure 1.3

Global Shrinkage by Type of Retail Business/Vertical Market 2009

Apparel/clothing and fashion/ accessories

Auto parts/hardware/DIY/building materials retail
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Video/music/games software

Averages

Supermarket/ hypermarkets/large grocery

Office products

Furniture/textiles/ loor & window coverings
Jewelry/watches

Discount/variety retail/warehouse clubs

Electrical goods/computer center/electronics store
Toys and games/hobby and craft
Footwear/shoes/sports goods & sporting goods

Liquor, wine beer/off-licence
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Figure 1.4

Theft of Merchandise 2009

(Total Losses $ 64.51 billion)

Merchandise theft
by employees

$15.650 billion

24.3%

Merchandise theft
by shoplifters
$48.863 billion
75.7%

Table 1.4

hardware/building materials (1.83%); and cosmetics/perfume/
beauty supply/pharmacy (1.77%). The lowest rates were in
liquor, wine, beer/off-licence (0.79%); footwear/shoes/sports
goods and sporting goods (0.82%); and toys and games/hobby
and craft (0.90%).

The classification used in Figure 1.3 has been adapted from the
Hoover’s. Inc, retail classifications. Many retail corporations
can classify themselves in more than one category; as always,
care should be taken when making comparisons.

These are, of course, average shrinkage rates for specialist retail
businesses rather than product categories, which might have
very different shrink rates. For example, although Figure 1.3
shows that liquor, wine beer/off-licence stores have an average
shrinkage rate of 0.79%, we show later (Table 1.4) that alco-
holic drinks as a category in food stores suffered much higher
shrinkage losses of an average of 2.42%.

MERCHANDISE THEFT

Theft of merchandise from retail stores by shoplifters and
disloyal employees was the largest single form of loss suf-
fered by retailers in 2009 and amounted to a total of $64.51
billion (Figure 1.4). As might be expected, the great majority
of merchandise losses was the result of shoplifting. Shoplifting
merchandise losses were $48.863 billion or 75.7% of total mer-
chandise theft. Merchandise theft by employees was estimated
to be $15.650 billion (24.3% of total merchandise theft).

Average Shrinkage Rates for Grocery ‘High-risk’ Product Lines

Global North America Latin America Asia-Pacific Europe
Fresh meat 3.38% 5.30% 6.49% 1.46% 2.21%
Luxury cooked meat 2.72% 2.74% 3.96% 1.48% 3.10%
Cheese 2.71% 2.91% 3.85% 1.25% 3.06%
Alcohol/liquors/whisky 2.42% 2.90% 3.40% 1.33% 2.38%
Candy, confectionery, chocolates 2.41% 3.40% 2.86% 1.32% 1.97%
Infant formula 2.14% 3.10% 2.97% 1.20% 1.64%
High-quality seafood/fish 2.11% 1.92% 2.23% 2.13% 2.26%
Spices/seasoning/vanilla 1.97% 1.82% 2.60% 1.37% 2.30%
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Higu-Risk ProbpucT LINES

The GRTB 2009 asked retailers for specific shrinkage
information about the average shrinkage rate of ‘high-risk’
product lines in grocery and food and in apparel/clothing and
fashion.

Tables 1.4 and 1.5 summarize the shrinkage rates for a number
of lines known, from feedback by retailers, to be heavily at risk
of theft and loss. It can be seen that for food items/grocery, the
highest shrinkage was reported in fresh meat (3.38% - two and
one-half times more than the global shrinkage rate of 1.36% for
supermarkets/hypermarkets/large grocery stores) and luxury
cooked meat, including specialist ham, with a shrinkage rate of
2.72%. Spices/seasoning and vanilla had a comparatively low
shrinkage rate of 1.97%.

There are three things to note. There are significant differences
between regions; for example fresh meat suffers an average
shrinkage rate of 6.49% in Latin America, 5.30% in North
America but only 1.46% in Asia-Pacific. There are even greater
differences between retailers: individual corporations have re-
ported percentages losses for some of these items of more than
10%. Thirdly, the rank order of shrinkage losses varies between
retailers, reflecting no doubt local theft trends, service methods
and crime prevention techniques used.

Similar general points may be made about apparel/clothing

and fashion in Table 1.5. The highest shrinkage losses were
seen in accessories (3.85%) and in fashion/tailored clothing

Table 1.5

Average Shrinkage Rates for Apparel/Clothing and Fashion ‘High-risk’ Product Lines

Global North America
Accessories 3.85% 5.41%
Fashion/tailored clothing 3.64% 4.02%
Children's wear 2.71% 4.16%
Tops and sweaters 2.58% 3.71%
Underwear/lingerie/swimwear 2.57% 2.87%
Outerwear 2.25% 3.34%
Trousers & skirts 1.91% 2.36%
Footwear 1.42% 1.63%

Latin America

3.31%

3.83%

1.97%

2.69%

1.86%

2.18%

1.65%

1.47%

Asia-Pacific

1.42%

2.18%

1.27%

1.43%

1.36%

0.93%

1.02%

1.61%

Europe

3.62%

3.94%

2.17%

2.09%

2.91%

1.88%

1.93%

1.15%
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Figure 1.5

Sources of Retail Shrinkage 2009

(Total Losses US$ 114.8 billion)
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(3.64%). These product groups suffered the highest shrinkage
in all regions, unlike grocery, although the average shrinkage
rates differed quite markedly between regions. Outerwear for
example had an average global shrinkage rate of 2.25%, but
shrinkage for this product group was as high as 3.34% in North
America and as low as 0.93% in Asia-Pacific.

There is greater rank-order consistency in apparel/clothing and
fashion than in grocery high-risk items.

SOURCES OF GLOBAL RETAIL SHRINKAGE

The question of whether retail shrinkage is mainly caused

by shoplifters or by dishonest employees is impossible to
determine. This is because the scale of most individual
shrinkage losses is uncertain and who perpetrates these losses
is often unknown. Opinions vary between different types

of retailers and different countries. What is shown in Figure 1.5
are retailers’ perceptions of their sources of retail crime.
Nevertheless, their overall opinion is that they lost $48.9 billion
at the hands of customer thieves or ‘shoplifters’ (42.5% of

total shrinkage), an increase from 41.2% last year. The small
proportion of employees who steal was responsible for thefts
of $40.7 billion (35.5%), a fall from 36.5% in 2008. Internal
error (including pricing mistakes, accounting errors, and
process failures) cost retailers more than $18.8 billion (16.4%
of shrinkage) and crime losses caused by suppliers/vendor fraud
amounted to $6.4 billion (5.6% of shrinkage).

The proportion of shrinkage losses attributed to shoplifting or
customer theft was estimated to be 20% higher than internal
crime, although estimates vary between retail corporations.
Figures for internal theft include fraudulent employees placed
in retail organizations by organized crime.

Figure 1.6 shows that there are a number of major differences
between the regions of the world regarding the causes of retail
crime. In North America and Latin America employee theft is
seen as being the largest source of shrinkage (44.2% and 42.8%
respectively). In Asia-Pacific and Europe, customer theft is
regarded as being the single largest problem (51.5% and 47.5%
respectively).

As discussed in the next section, shoplifting has risen in 2009
both in Europe and North America, increasing the proportion of
shrinkage attributed to this cause. In North America, shoplifting
as a cause of shrinkage has risen from 33.7% in 2008 to 35.8%
and in Europe from 46.8% to 47.5%. This increasing trend
comes after several years in which the proportion of shrinkage
attributed to shoplifting in Europe had been falling.



SHOPLIFTING, SHRINKAGE AND THE RECESSION

Conventional wisdom today is that the economic recession

has fuelled property theft. The media in many countries run
crime stories about increases in shoplifting, new methods of
theft, and so-called ‘middle class’ shoplifting. There is some
criminological evidence that crime rises as unemployment rises.
What evidence is there that the recession has had an effect upon
crime and shrinkage rates suffered by the retailers surveyed in
2009? As part of the GRTB we asked retailers about retail crime
trends and the extent to which they consider that the current
recession has affected their shrinkage results.

There are several difficulties in this approach. The GRTB is

a survey of loss prevention managers and those responsible

for loss control. They may have opinions about the causes of
increasing crime, but are unlikely to be expert on the role of the
recession. Although there are indications that crime is a much
more important issue for retailers now than two or three years
ago, many retailers, owing to good loss prevention methods or
good fortune, have not been affected by an increase in crime —
and thus may have no opinion about the recession’s effect on
‘their’ crime increase. Lastly, the nature of people who carry out
loss prevention work will certainly be innovative, methodical
and optimistic, but they may well have formed rueful opinions
about the motivations of potential criminals which might lead
them to emphasize behavioural and personal reasons for crime
rather than environmental factors, such as the recession.

Figure 1.6

Sources of Global Retail Shrinkage 2009
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Figure 1.7

The first issue is whether there has actually been an increase in
theft against stores. Shrinkage might have risen for non-crime
reasons, such as an increase in process failure or internal errors.
The GRTB asked retailers whether they had experienced a
significant increase in attempted or actual theft by shoplifters or
dishonest employees compared to 2008. The results are shown
in Figure 1.7. This does not show the size of the increase in
shoplifting or employee theft but the percentage of retailers
who have been affected. In North America, for example, 50.7%
of retailers have experienced higher levels of shoplifting and
23.5% higher levels of staff dishonesty. The global figures show
that 41.2% of retailers have suffered increased shoplifting and
19.5% higher employee theft. Theft by employees normally
takes longer to be discovered than shoplifting, because the
offender is often still in the business covering up the evidence
of theft. It is possible therefore that employee theft will later be
found to have increased by a larger amount than is shown by
Figure 1.7.

There have been considerable differences in the extent of
increased shoplifting between retailers and countries. Figure 1.8
provides data by country. The highest proportions of retailers
suffering increased shoplifting were Italy (54.2%). South Africa
(52.6%) and the U.S. (51.7%). The lowest were Singapore
(11.8%). China (13.6%) and Portugal (20.1%).

An increase in attempted shoplifting does not necessarily lead
to an increase in shrinkage. Effective loss prevention strategies
may mean that more thieves are apprehended, their attempts
may be frustrated, or strong protection for high-value items may
reduce losses.

The evidence that the last year has seen an increase in crime,
which may or may not be associated with the recession or the

Percentage of Retailers Experiencing Increases in Employee Theft or Shoplifting in 2009

North America

Latin America

Middle East/Africa

Asia-Pacific

Europe

Averages

50.7%

51.5%
I Shoplifting

Employee theft
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‘credit crunch’, is the global increase in retail shrinkage of
5.9%, the increase in retailers experiencing significantly higher
levels of shoplifting of 41.2%, and the global percentage of
retailers experiencing higher employee theft of 19.5%. These
are global figures and some areas including North America have
proved to be much more affected by such trends.

Figure 1.8

Proportion of Retailers Experiencing Increased Shoplifting in 2009 by Country

Ltay e — 54.2%
South Africa I 52.6%
.S, e 5 1.7%
Slovakia R —— 50.4%
Czech Republic 49.1%
Poland - e —— 45.0%
Hungary S ——————————— 42.9%
Austra i I N——.41 6%
e ——.41 6%
United Kingdom K ——— 40.7%
Canada ) S R 39.8%
Baltic States™ e —— 39.2%
Mexico [ ——— 39.0%
Ireland - — 38.5%
Brazil e — 37.5%
Belgium/Luxemburg S ——— 37.4%
The Netherlands I ———— 37.1%
Gireece e ——— 36.6%
Malaysia e —— 34.7%
Germany 34.4%
Denmark 33.7%
India e, 32.6%
Argentina  SEEEEEEEEEEEEREEEEE———— 32.0%
Morocco e ——— 3 1.7%
Norway e 3 1.7%
Japan - R 31.4%
Sweden  _— 30.2%
Hong Kong SAR - F e 29.2%
Switzerland I 29.1%
Turkey — E—— 28.9%
Spain  FESEEEE— 28.0%
B e E— 25.3%
Finland ~ FEEEEE_— 24.2%
Thailand 23.8%
Austria - —— 20.9%
Portugal [ 20.1%
Ching ~ Fe— 13.6%
Singapore 11.8%
0.00% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Shrinkage as percentage of retail sales

27



Figure 1.9

There are several reasons why an economic recession might
affect retail crime. Some offenders may otherwise face real
hardship. People whose family income has fallen because

of unemployment or short-time working may feel that they
need to steal in order to maintain their previous lifestyle. The
uncertainty about the future faced by many people may make
them more likely to use illegitimate means including theft to
increase their resources. The failure of the financial system
and the political class in many countries has disillusioned
many people, who may feel that they have to look after their
own interests - however illegally - because no one else can be
trusted to do so.

Many retailers have noted a change in the type of offender
(there are many more ‘amateurs’ and more ‘professional
thieves’) and a change in the types of product stolen (more
household goods for personal use for example) which tend to
suggest that the pattern of offending has altered. This is likely
to be more true of shoplifting than of employee theft.

It could be considered that retail loss prevention VPs and
managers might ascribe most of the increase in shrinkage and
crime losses to the recession — after all, if recession is the main
problem then they are much less at fault for the increase in
losses. In fact, loss prevention VPs and managers have been
cautious in blaming the recession for what is happening. On
average they felt that 33.6% of the rise in shoplifting was
caused by the recession and 22.2% of the rise in employee theft
(Figure 1.9). Obviously these results are guesstimates and are
likely to be affected by the attitudes of loss prevention officers
and the fact that 34.7% globally saw no change in shoplifting
and 24.1% experienced a fall in shoplifting (see Figure 1.10).

Economic Recession as Perceived Cause of Increased Theft Levels by Region
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Europe

Grand Totals
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33.6%
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These figures tell a mixed story. But they show that shrinkage
and offending have increased over the past year, and that
retailers attribute one-third of increased shoplifting to the
recession and a little more than one-fifth of increased employee
theft to that reason.

APPREHENDED CUSTOMER THIEVES
AND DISHONEST EMPLOYEES

The number of shoplifters and employee thieves apprehended
by retailers in 2009 amounted to 5.8 million — the size of many
countries - an increase of 500.000 compared to the previous
year (Table 1.6). Most of these were shoplifters, a total of
4.96 million, comprising 85.6% of apprehended thieves. The
number of employee thieves apprehended was 837.650 (14.4%
of the total).

The average amount stolen or admitted by shoplifters was
$225.90, but the average employee theft was eight times
greater. $1,889.02. The North American average customer
theft was $436.24, possibly reflecting the impact of organized
retail crime. The European average for employee theft.
$2,535.32, was one-third higher than the global average.

The types of thieves apprehended will, of course, reflect

loss prevention policy as well as the number of offenders
stealing from the business. There may also be legal or cultural
differences, which affect the value of theft admitted.

Figure 1.10

Changes in Shoplifting 2008-2009

North America 50.7% 28.8% 20.5%
Latin America 37.5% 37.3% 25.2%
Middle East/Africa 51.5% 31.6% 16.9%
Asia-Pacific 30.4% 39.4% 30.2%
Europe 38.0% 37.4% 24.6%
Grand Totals | 41%% | 34.7%‘ | 24.1%
0.% 20% 40% 60% 80% 100%

Percentage of retailers

29

M Increase

No change

Decrease



Table 1.6

Number of Thieves Apprehended by Retailers 2009

SHOPLIFTERS

North America
Percentages

Latin America
Percentages

Middle East/Africa
Percentages

Asia-Pacific
Percentages

Europe
Percentages

Global totals

Global Percentages

Number of
Thieves

1,635,162
70.1%

153,863
90.2%

30,614
95.2%

133,956
87.4%

3,006,983
96.7%

4,960,578

85.6%

EmPLOYEE THIEVES
Average amount Number of Average amount Combined
stolen per incident Thieves stolen per incident Totals

$436.24 697,325 $1,876.26 2,332,487
9.9% 100.0%
$68.73 16,751 $299.97 170,614
9.8% 100.0%
$42.79 1,532 $720.33 32,146
4.8% 100.0%
$69.27 19,254 $376.15 153,210
12.6% 100.0%

$128.41 102,788 $2,535.32 3,109,771
3.3% 100.0%

$225.90 837,650 $1,889.02 5,798,228
14.4% 100.0%
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RETAIL LOSS PREVENTIONAND SECURITY SPENDING

Two trends have affected the amount spent on loss prevention
and security in 2009. These are the effect of the recession and
the changes in policing. The impact of the recession upon
retailers has meant that the majority of corporations have
suffered a fall in sales. They are less profitable and have had

to cut the amount spent on the main departments, including

loss prevention. Changes in policing priorities have meant that
stores increasingly have to police themselves, or at least make
fewer demands upon police time. Retailers have always needed
to protect their property against crime and fraud. Most retail
thieves are initially apprehended by retail employees rather than
police and this is unlikely to change in the near future. Thus loss
prevention spending tends to determine the level of activity and
its effectiveness in the fight against retail crime.

Spending by retail businesses on loss prevention and security
was $24.5 billion in the twelve months ending June 2009,
equivalent to an average of 0.31% of retail sales (Table 1.7).
This was a fall of $0.93 billion compared to last year — and can
certainly be ascribed to the effects of the recession. Retailers
spent a combined total of $17.4 billion on the operating/current
costs of loss prevention (LP). Capital spending such as security



equipment, surveillance, electronic tagging, and computer
systems (including depreciation) cost $7.1 billion.

There were considerable regional differences: Asia-Pacific loss
prevention spending represented 0.17% of sales, whilst North
American retailers spent an average of 0.40% of sales upon loss
prevention.

How was the global loss prevention spending of $24.5 billion
allocated? Figure 1.11 summarizes the allocation. The largest
single expense is security employees. Contract or third-party
employees cost $8.6 billion, accounting for 35.1% of total loss
prevention spending and a little under $5.2 billion ($5,172
million) was spent on directly-employed loss prevention officers
and other security colleagues (21.1% of security spending).
Thus almost $13.8 billion was spent on employees (56.2%

of security spending). This was $0.193 billion lower than the
amount spent last year on security employees. Armoured car
cash collection cost almost $1.9 billion, only $14 million less
than last year. Spending on security equipment fell by 11.4%
from $8.0 billion last year to $7.1 billion in 2009 (29.0% of
security spending); presumably this was a short-term reduction
following the widespread profits squeeze caused by the
economic recession. ‘Other’ loss prevention spending was a
little under $1.7 billion (6.8% of total spending).

THE CosTs oF RETAIL CRIME

Shrinkage is not a complete measure of retail crime, because
it is partly caused by administrative error (such as pricing
mistakes, accounting errors, and process failures). In Table
1.8, we have attempted to estimate the costs of crime to the
retail sector, one that excludes losses caused by errors and
administrative mistakes.

Table 1.7

Figure 1.11

Global Loss Prevention Expendediture 2009

(Total $ 24.5 billion)

Direct employees
$5.2 billion
21.10%

Other LP

Spending
$1.7 billion ™
6.8%

Contract

__ employees

$8.6 billion
35.1%

Armored
car collection
$1.9 billion
8.0%

Security
equipment
$7.1 billion

29.0%

Global Loss Prevention and Security Costs 2009

(Financial totals in U.S. $ billion)

Loss Prevention and

Operating Costs. Capital LP Costs as

Security Costs Current Cost Totals Totals Percentage of Sales
North America $11.569 $8.187 $3.382 0.40%
Latin America $0.644 $0.489 $0.155 0.18%
Middle East/Africa $0.095 $0.078 $0.017 0.20%
Asia-Pacific $2.517 $1.650 $0.867 0.17%
Europe $9.723 $7.017 $2.706 0.29%
Global Totals $24.548 $17.421 $7.127 0.31%
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Table 1.8

In 2009, the global costs of retail crime were $120.5 billion.

This is an estimate of the charge that retail crime imposes upon
businesses. It is made up of these categories (Table 1.8):

o Shoplifting losses - $48.9 billion in 2009

o Employee Theft - $40.7 billion in 2009

o Suppliers/vendor losses - $6.4 billion in 2009

o Costs of Loss Prevention - $24.5 billion in 2009

Loss prevention is included in the total of costs of crime because
the need for loss prevention is only caused by the existence of
crime.

The total crime cost figure for 2009 of $120.5 billion is $7.7
billion higher than last year’s total ($112.8 billion in 2008). It
represents a fax imposed on honest people by retail criminals
of $69.18 for every person, or $208.39 per family grouping in
the 41 countries surveyed.

PoLiciEs To DEAL wiTH RECESSIONARY
SHRINKAGE PROBLEMS

Retailers were asked whether they had currently implemented
or had plans to do so for one or more of seven policies designed
to combat increased crime and shrinkage (Table 1.9).

‘Employee training to spot and deter theft’ was the most-
frequently mentioned policy: 71.4% of retailers had already
implemented it and 79.3% of retailers expected to carry out
further work in this area. Other important areas included

new CCTYV video surveillance (15.9% had already done this
and 28.7% planned to do so) and increased crime-prevention
hardware and software (17.4% had implemented this and 26.9%
expected to do so) and prehiring screening for employees
(20.4% had implemented and a further 20.4% planned to
implement this policy).

Global Costs of Retail Crime

(U.S. $ billion)

Shoplifters Employees Suppliers/vendors Loss Prevention Totals
North America $16.472 $20.317 $1.774 $11.569 $50.132
Latin America $1.966 $2.600 $0.513 $0.644 $5.723
Middle East/Africa $0.309 $0.293 $0.071 $0.095 $0.768
Asia-Pacific $9.195 $4.050 $1.361 $2.517 $17.123
Europe $20.920 $13.453 $2.704 $9.723 $46.800
Grand Totals $48.862 $40.713 $6.423 $24.548 $120.546
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Table 1.9

Policies to cope with recession

Implemented Planned
More Employee training to spot and deter theft 71.4% 79.3%
Pre-hiring screening for employees 20.4% 20.4%

Hiring more in-store LP employees 16.1% 15.7%

New CCTYV video surveillance 15.9% 28.7%

STORE AUDIT PROGRAMS
AND LP ComMPLIANCE

Retailers all need to ensure that agreed corporate policy for
loss prevention and security is carried out in practice. Globally
79.1% of retailers had agreed schedules of store audits; they
audited loss prevention compliance in-store on an annual cycle
(Table 1.10). This was a significant increase compared to 73.3%
that did so last year and 70.1% in 2007. The schedules usually
involved an audit of store policy and procedures one or more
times every year. The number of audits to be carried out each
year was also increasing. A majority of those retailers using
audits (56.8% out of 79.1%) carried these out more than three
times a year — in fact usually more than six times per year;
43.0% did so last year. Only 22.3% carried out audits around
once or twice every year. The highest proportion of retail
businesses using audits was found in North America (89.6%).

Table 1.10

Store Audit/Compliance Schedules 2009

Frequency of Audits per annum

Audit Program in Place 1 to 3 times More than 3 times
North America 89.6% 15.4% 74.2%
Latin America 67.2% 27.3% 39.9%
Middle East/Africa 59.0% 30.2% 28.8%
Asia-Pacific 68.0% 14.1% 53.9%
Europe 76.5% 31.6% 44.9%




Table 1.11

Protecting the 50 Most-Stolen Lines 2009

Percentages Sub-totals
Percentage of lines not protected 28.0% 28.0%
EAS hard tags 13.5%
EAS soft or paper tags 12.4%
EAS source tagging 9.3%
3-alarm accessories 4.5% 39.7%
Keepers/safers, locked boxes, product alarms ~ 12.1%
Displayed in locked cabinets or shelves 6.9%
Chains, cables, loop alarms 4.7%
Other protection device 4.7%
Dummy cartons or ticket systems 3.9% 32.3%
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PrOTECTING THE MOST-STOLEN
MERCHANDISE

Thieves tend to concentrate on attempting to steal a relatively
small proportion of a retailer’s inventory. We asked respondents
what measures they took to protect the ‘Top 50’ of their most-
stolen lines. The results are shown in Table 1.11.

On average, among the respondents to the questionnaire, 28.0%
of the 50 most-stolen lines were not specifically protected.

This was an improvement compared even to 2008, when the
proportion was 30.3%. Thus 72.0% of heavily-stolen lines

were specifically protected. The main methods used involved
electronic tagging or locking and securing products in some
way. The most frequently-used method of protection was EAS
(electronic article surveillance), used for 39.7% of product lines
(i.e, more than one-half of all merchandise that was actually
protected). EAS hard tags were used on 13.5% of items, soft
tags on 12.4%, and 9.3% of the most stolen lines were protected
by EAS source tagging. Specialist protection was provided in
4.5% of cases by 3-alarm accessories. Source tagging involves
the manufacturer or supplier incorporating EAS tags to
packaging or elsewhere during manufacture or final processing.
A proportion of merchandise protected by safers and product
alarms will also be secured by electronic surveillance.

Keepers, safers, locked boxes and product alarms accounted
for 12.1% of the most-stolen items. Other merchandise was
displayed in locked cabinets or locked shelves (6.9%) that
could only be accessed by an employee with a key or secured
by chains, cables or loop alarms (4.7%). Almost one in twenty
(3.9%) of items was not displayed in the store selling area at
all, but was held in a stockroom and the customer ‘bought’ a
dummy carton or used a ticket or card to purchase the item.
Overall, 32.3% of merchandise was protected by locking and
securing.

MoST-STOLEN MERCHANDISE

Retailers argue that almost any item can be stolen, but thieves
tend to focus on small and easily concealed, expensive, branded
items that have considerable popular appeal. These products are
casily re-saleable.

Table 1.12 shows the most-stolen merchandise (as indicated by
the responses of retailers) arranged by main category or vertical
market. Many retailers have diversified their sales to include
products such as electronic items. DVDs/entertainment, iPods/
MP3 players, clothing, and health and beauty items, which
appear more than once in the list of most-stolen merchandise.
In most countries, supermarkets, hypermarkets and food



stores are responsible for between 30% and 45% of total retail
sales, so anything that is a supermarket/food most-stolen item
or appears several times in Table 1.12 is likely to be in the
shoplifters’ Top Ten. This would include merchandise such as
razor blades/shaving products, cosmetics/face creams/perfumes,
alcohol, fresh meat/expensive foodstuffs, infant formula. CDs
and DVDs, fashion, electronic games/wii, mobile/cell phones,
and watches. The individual responses from retailers showed
that a feature of virtually all types of retail business is that small
expensive items suffer very high rates of theft.

Table 1.12

Books,
newspapers
and stationery

Clothing,
apparel,
footwear

Consumer
electronics

Department
stores and large
general stores

Entertainment,
music, games

Health and
beauty,
perfumes

Home
improvement,
hardware. DIY

Jewelry

Office products

Supermarkets,
hypermarkets
and food

Electronic
games

Accessories,
anything
branded

Wii games,
other games

Perfumes and
face creams

Wii games,
other games

Cosmetics.
Lipsticks.
Face cream.
Skin lotion

Power tools

Branded
watches

Printer
cartridges,
laser toner

Razor blades,
health & beauty
products

Most-Stolen Merchandise by Vertical Market

DVDs and CDs,
boxed sets

Dresses

Digital cameras.
Cell phones

Branded clothing

DVDs,
boxed sets

Perfumes

Hand tools

Rings

Mobile phones,
cellphones

‘Whisky. Alcohol.
tobacco

iPods and
SD cards

Shirts, football
shirts

Air conditioning
products

Branded
or leather
accessories

CDs,
boxed sets

Razor blades,
shaving products

Batteries

Earrings

Small electronic
devices

Fresh meat/
expensive
foodstuffs

Magazines and
‘free’ inserts

Lingerie

iPods. Satnav
(satellite
navigation)

Watches

SD cards

Electric
toothbrushes.
Electronic
medical
equipment

Door locks

Branded
accessories

SD cards

Infant formula,
coffee. OTC
medication
products

Pens and
watches

Leather items

Laptop
computers

Mobile phones

iPods.
& accessories

Deodorants

Home automation
devices

Gold

Connection
devices, adaptors,
cables

DVDs. CDs

Reference books,
maps, tourist
books

Boots

Plasma
screen TV

Handbags

Other electronic
items

OTC medication

Small packs of
screws, washers,
fixings

Satnav

Shirts and
clothing

Learning/
educational books
& materials

Handbags

Electronic
medical
equipment

Games and
DVDs

Toothpaste.
Shampoo, vitamin
tablets

Small electronic
items

Pens, writing
products

Garden products
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SURVEY INFORMATION

Part II of the report is based on results from 201 retailers in
North America and 67 retailers in Latin America (Central and
South America), who were responsible for combined sales of
$291.8 billion and $15.2 billion respectively. Most responses
came from the U.S., with 177 corporations that operated 57,353
stores (total sales of $280.6 billion). Further information

about responses from individual countries can be found in the
Appendix.

Shrink information has been calculated against retail

selling prices and data from retailers that use cost prices or

a combination of cost and retail selling prices have been
converted to retail selling prices. The calculations of average
shrink rates within each country and for each geographical
area use ‘weighted’ averages rather than simple averages,
with proportionally greater significance being given to larger
companies and larger countries.

SHRINK RATES IN NORTH AND LATIN AMERICA

Shrink rates as a percentage of sales for 2007 to 2009 can be
found in Figure 2.1.

Retailers in both North and Latin America suffered an increase
in shrink in the period 2008 to 2009 (Figure 2.1 and Table 2.1).
In North America, shrink cost retailers almost $46.0 billion, a
significant increase from last year’s total of $42.3 billion.

Figure 2.1

Average Shrink Rates 2007 to 2009
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Latin American shrink (Argentina, Brazil and Mexico) was
estimated to have cost retailers slightly more than $6.0 billion
($6,074 million). In 2008, shrink losses were a little under $5.8
billion ($5,777 million). The figures quoted are national data,
calculated from weighting the retail sample data in proportion to
national retail sales figures.

Shrink in the U.S. represented 1.61% of sales (an increase of
8.8% compared to last year’s 1.48%) and in Canada it was
1.55% (an increase of 6.9% against last year’s 1.45%). North
America has suffered more from rising losses than any other
area, perhaps because the recession started in North America a
year before it hit the rest of the world.

Shrink in North America rose by 8.1% and in Latin America by
4.4% over the last year. In Brazil, retailers experienced a rise in
average shrink rates of 6.6%, an increase from 1.52% to 1.62%
and Argentinian retail shrink increased from 1.48% to 1.55%
(+4.7%). Mexican Shrink rose from 1.68% to 1.75% (+4.2%).
Shrink for both Latin and North America rose by 8.0% to an
average of 1.61% or $52 billion.

Table 2.1

Retail Shrink in North America and Latin America 2009

U.S. $ Billion

Total Shrink 2009 Shrink as % of sales Percentage
2009 2008 Change 2008-2009
Canada $3.776 1.55% 1.45% 6.9%
United States $42.215 1.61% 1.48% 8.8%
Total North America $45.991 1.60% 1.48% 8.1%
Argentina $0.748 1.55% 1.48% 4.7%
Brazil $2.284 1.62% 1.52% 6.6%
Mexico $3.042 1.75% 1.68% 4.2%
Total Latin America $6.074 1.67% 1.60% 4.4%
Total North and Latin America $52.065 1.61% 1.49% 8.0%

Retail shrink is measured against retail selling prices



Figure 2.2

SHRINK BY BUSINESS TYPE

Different types of businesses normally have different shrink
problems and may even account for shrink differently. Figure
2.2 indicates the average Shrink rate for the key retail vertical
markets using 16 categories (derived from the Hoover’s, Inc.,
categorization of the global retail marketplace).

The rank order of categories is similar to last year. The highest
average rates of shrink were seen in cosmetics/perfume/beauty
supply/pharmacy (1.97%), auto parts/ hardware/building
materials retail (1.88%) and apparel/clothing/fashion and
accessories (1.78%). The lowest rates were in liquor/wine/beer
(0.73%), books/newspapers/stationery (0.93%), and electrical
goods/computer center/electronics (1.03%).

Shrink by Vertical Market 2008-2009

Cosmetics/perfume/beauty supply/pharmacy
Auto parts/hardware/building materials retail
Apparel/clothing and fashion/accessories
Department store or large general store
Supermarkets/large grocery

Overall Averages
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Furniture/textiles/ floor & window coverings
Video/ music/games software
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Electrical goods/computer center/electronics store
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These are, of course, average shrink rates for specialist retail
businesses rather than product categories. For example, while
Figure 2.2 shows that liquor, wine beer/off-licence specialist
stores have an average shrink rate of 0.73%, alcohol as a
category in North American food stores suffered much higher
shrinkage losses of 2.90% and in Latin America shrink was
3.40% (Table 1.4 in Part I). Care needs to be taken therefore
when using these vertical market results.

SOURCES OF RETAIL SHRINK

The main source of retail shrinkage loss in North America
and Latin America was dishonest employees, responsible
for 44.2% of retail shrink in North America (Figure 2.3) and
42.8% in Latin America (Figure 2.4). This proportion also
includes fraudulent employees placed in retail organizations
by organized crime. The total losses caused by dishonest
employees were $20.3 billion in North America and $2.6 billion
in Latin America. The proportion of shrinkage attributed to
employee theft declined in North America (from 46.3% to
44.2%) and rose slightly in Latin America (from 42.0% to
42.8%).

There has been a dramatic rise in customer shoplifting related to
the recession, particularly in North America and to a less extent
in Latin America. As discussed in Part I, 50.7% of retailers in
North America suffered an increase in shoplifting in 2009 and
37.5% in Latin America (Figure 1.7). In the U.S. alone 51.7% of
retailers had experienced an increase in shoplifting (Figure 1.8).
In addition, as part of a recessionary global trend, retailers have
reduced security spending by $0.81 billion in North America
(including a cut of 9% in security equipment such as EAS and
CCTV) and $33 million in Latin America.

The second largest source of retail shrink loss is thought to be
shoplifting. Retailers have focused vigorously on the issues
caused by organized retail crime (ORC), a major contributory
factor to shoplifting, particularly in the U.S..

In North America the proportion of shrinkage attributed to
shoplifting rose from 33.7% in 2008 to 35.8% in 2009 (Figure
2.3). Shoplifting in Latin America as a cause of shrinkage was
estimated to have risen from 31.6% of total shrinkage to 32.4%
in 2009 (Figure 2.4).

Suppliers/vendor crime was responsible for 3.9% or almost $1.8
billion of shrink in North America, but was proportionally much
greater in Latin America - equivalent to 8.4% of shrinkage or
$0.5 billion.
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Figure 2.3

North America: Sources of Retail Shrinkage 2009
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Figure 2.4

Latin America: Sources of Retail Shrinkage 2009
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Table 2.2

Lastly, internal or ‘administrative’ error, which includes
accounting mistakes, pricing errors and process failures, cost
retailers $7.4 billion (16.1% of shrink losses) in North America
and $0.99 billion (16.4% of shrink losses) in Latin America.

These estimates of the contribution to shrink loss made by
employees, shoplifters, vendors/suppliers and administrative
error are, of course, based on the perceptions of loss prevention
specialists, reflecting their current understanding of the major
problems they face.

APPREHENDED SHOPLIFTERS
AND DISHONEST EMPLOYEES

The number of customer and employee thieves apprehended
by retailers in 2009 was 2.3 million in North America and 0.17
million in Latin America (Table 2.3). This was an increase in
North America of 196,895 and 9,805 in Latin America.

Sources of Shrink 2009

(U.S. $ million)

Shoplifters Employees Suppliers/ Internal Total
Vendors Error Shrink
Canada $1,401 $1,616 $170 $589 $3,776
Percentages 37.1% 42.8% 4.5% 15.6% 100.0%
U.s. $15,071 $18,701 $1,604 $6,839 $42,215
Percentages 35.7% 44.3% 3.8% 16.2% 100.0%
Total North America $16,472 $20,317 $1,774 $7,428 $45,991
Percentages 35.8% 44.2% 3.9% 16.1% 100.0%
Argentina $233 $318 $61 $136 $748
Percentages 31.1% 42.5% 8.1% 18.3% 100.0%
Brazil §772 $941 $187 $384 $2,284
Percentages 33.8% 41.2% 8.2% 16.8% 100.0%
Mexico $961 $1,341 $265 $475 $3,042
Percentages 31.6% 44.1% 8.7% 15.6% 100.0%
Total Latin America $1,966 $2,600 $513 $995 $6,074
Percentages 32.4% 42.8% 8.4% 16.4% 100.0%
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Dishonest employees formed 29.9% of apprehended retail
thieves in North America, more than twice the global average.
U.S. retailers apprehended almost 0.69 million employee
thieves, presumably reflecting the comparative scale of
employee theft there. In Latin America employee thieves
made up 9.8% of store thieves apprehended, a slight increase
compared to 2008.

The average value stolen or admitted by employee thieves

in North America ($1,876.30) was more than four times the
average stolen by customer thieves ($436.24), emphasising the
shrink-reduction benefits of preventing employee theft. In the
U.S., the average theft amount stolen or admitted by employee
thieves was $1,890.00.

The average value stolen by employee thieves ($299.97) in
Latin America was also more than four times greater than
shoplifters ($68.73).

Table 2.3

Number of Thieves Apprehended 2009

Shoplifters Employees thieves Totals
Number Average Amount Stolen Number Average Amount Stolen Number
($) per Incident ($) per Incident
Canada 18,945 $301.85 10,003 $935.00 28,948
U.s. 1,616,217 $437.82 687,322 $1,890.00 2,303,539
Total North America 1,635,162 $436.24 697,325 $1,876.30 2,332,487
Percentage shoplifter/employees 70.1% 29.9% 100.0%
Argentina 22,339 $49.83 1,521 $297.10 23,860
Brazil 43,268 $47.99 6,253 $247.64 49,521
Mexico 88,256 $83.68 8,977 $336.90 97,233
Total Latin America 153,863 $68.73 16,751 $299.97 170,614
Percentage shoplifter/employees 90.2% 9.8% 100.0%
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Figure 2.6 RETAIL LOSS PREVENTION
AND SECURITY SPENDING

North America: Analysis of Loss Prevention Spending

(Total $ 11.5 billion) Table 2.4 shows that retail corporations spent almost $11.6
billion on loss prevention in North America (an average of
o . . .
Other LP Spending 0.40% of r.eta_ul s.ales) 1.n the 12. months end.m.g June 2909
$0.8 billion and $0.6 billion in Latin America ($644 million) (equivalent
7.2% Direct employees to 0.18% of retail sales). As a result mainly of recessionary

—  52.4 billion cutbacks, this was a fall of $811 million in North America and
20.4% [ . . .
Security $33 million in Latin America.
equipment
$3.4 billion

In the U.S., loss prevention costs were $10.7 billion ($10,717
million) (0.41% of sales) made up of $7.5 billion operating
costs/current costs and almost $3.2 billion in capital costs.
Mexican retailers spent 0.12% of their sales on loss prevention.
In Argentina, retailers spent 0.30% of their retail sales upon loss
prevention and in Brazil retailers committed 0.21% of sales to

29.3%

Armored Contract
car collection employees loss prevention. Capital investment for security/loss prevention
$0.8 billion $4-315b§[1;i°n comprised 24.0% of loss prevention budgets in Latin America
7.3 o compared to 29.2% in North America, although this excludes

rented or leased equipment.
The total dollar value of retailers’ spending on loss prevention
was equivalent to one-quarter of total shrinkage losses in North

America and one-tenth of shrinkage in Latin America.

Figures 2.6 and 2.7 show loss prevention spending in North
America and Latin America.

Table 2.4

Loss Prevention (LP) Costs 2009

(Values in million U.S. $)

LP costs Operating Costs, Capital LP costs as
Current Cost Totals Totals percentage of sales
Canada $852 $655 $197 0.35%
United States $10,717 $7,532 $3,185 0.41%
North America $11,569 $8,187 $3,382 0.40%
Argentina $143 $115 $28 0.30%
Brazil $293 $204 $89 0.21%
Mexico $208 $170 $38 0.12%
Total Latin America $644 $489 $155 0.18%
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The largest element of loss prevention spending in both North

Figure 2.7

Latin Ameri 1 i 1 . h
and Latin America was loss prevention employees. Nort Latin America: Analysis of Loss Prevention Spending

American retailers spent $2.4 billion (20.4% of LP spending)

on directly-employed loss prevention personnel and $4.1 billion (Total § 0.6 billion)
(35.8%) on third-party contract employees —a combined total of
S o .
$6.5 billion or 56.2% of total LP expenditure. Other LP Spending
$71 million o
In Latin America, retailers spent $192 million (29.8% of LP 11.1% Direct employees
spending) on directly-employed LP personnel and $153 million — $192 million
(23.8% of LP spending) on third-party employees. This was a Security 29.8%
combined total of $345 million or 53.6%. equipment
$155 million
. . . O 24.0%
Retailers in North America allocated $3.4 billion (29.3%) to
security equipment (including electronic surveillance, CCTV,
EAS, IT and depreciation). The remaining budget spending
involved: armored vehicle cash collection, costing $0.8 billion
(7.3% of LP spending) and ‘other’ projects cost $0.8 billion Contract
(7.2%) Armored employees
’ ’ car collection ploycs
$73 million $153 million
23.8%

In Latin America security equipment cost $155 million (24.0%
of LP spending) and armored vehicle cash collection cost $73
million or 11.3% of LP spending. ‘Other’ projects cost 11.1% of
LP spending equivalent to $71 million.

The percentage allocation of loss prevention budgets in other
countries was not radically different from North America or
Latin America. This is not surprising; the tasks faced by loss
prevention departments are similar across the world.

There have been reductions in loss prevention spending in most
countries. In North America spending on security equipment has
fallen by 9% over the past year, although it increased slightly in
Latin America.
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Table 2.5

THE CosTSs OoF RETAIL CRIME

‘Shrink’ is a measure of losses, not all of which occur as a result
of crime. In this section, we separate out the non-crime retail
losses (for example, those losses caused by incorrect pricing or
other forms of error) and concentrate solely on the losses caused
by crime.

The ‘costs of crime’ (Table 2.5) shows the full impact of crime

on retailers. It includes the following costs:

« Shoplifting and customer theft
» Employee theft
» Supplier/vendor theft including losses in the supply chain
« Loss prevention itself, as these costs are only required

because crime occurs.

In North America the total costs of crime for the year ending
June 2009 were more than $50 billion ($50,132 million), an
increase of $2 billion over the previous year. Latin American
crime costs were $5.7 billion, an increase of $315 million more

than 2008.

Crime costs in North America and Latin America comprised:

e North America: shoplifting cost $16.5 billion; employee
theft $20.3 billion; supplier/vendor losses almost $1.8
billion; and the costs of loss prevention were $11.6 billion.

Global Costs of Retail Crime 2009

(Values in billion U.S. $)

Costs of Crime: Main Estimates

Shoplifters Employees Suppliers/vendors  Loss Prevention 2009 Totals 2008 totals
Canada $1.401 $1.616 $0.170 $0.852 $4.039 $3.891
United States $15.071 $18.701 $1.604 $10.717 $46.093 $44.117
North America $16.472 $20.317 $1.774 $11.569 $50.132 $48.008
Argentina $0.233 $0.318 $0.061 $0.143 $0.755 $0.724
Brazil $0.772 $0.941 $0.187 $0.293 $2.193 $2.065
Mexico $0.961 $1.341 $0.265 $0.208 $2.775 $2.619
Latin America $1.966 $2.600 $0.513 $0.644 $5.723 $5.408
Global Totals $48.862 $40.713 $6.423 $24.548 $120.546 $112.784
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e Latin America: shoplifting $2.0 billion, employee theft
$2.6 billion, suppliers/vendor theft $0.5 billion and loss
prevention costs of $0.6 billion.

The total figures are of course dominated by the U.S., where
the retail crime costs were $46.1 billion, an increase of $976
million compared to 2008. In the U.S. this cost was made up
of $15.1 billion of customer theft, $18.7 billion employee
theft, suppliers’ and vendors’ losses of $1.6 billion and loss
prevention costs of $10.7 billion.

The cost of retail crime in Canada was $4 billion, made up of
$1.4 billion of shoplifting, $1.6 billion of employee theft, $0.17
billion of suppliers/vendor fraud, and loss prevention costs of
$0.85 billion.

StorE AuDIT PROGRAMS AND LP COMPLIANCE

The proportion of North American retailers with a store

audit program in place was 89.6% (Table 2.6), a significant
increase compared to the figure of 83.6% in 2008. In Latin
America, 67.2% of retailers had a store audit program (the 2008
equivalent was 62.4%). Amongst those who conducted regular
loss prevention audits, 74.2% of retailers in North America did
so three or more times every year and 39.9% of Latin American
retailers.

Table 2.6

Store Audit/Compliance Programs

Frequency of Audits per annum

Retailers with Audit Program in Place 1 to 3 times More than 3 times
Canada 86.2% 16.7% 69.5%
United States 89.9% 15.3% 74.6%
North America 89.6% 15.4% 74.2%
Argentina 70.6% 26.4% 44.2%
Brazil 69.2% 25.3% 43.9%
Mexico 64.6% 29.2% 35.4%
Latin America 67.2% 27.3% 39.9%
Global Percentages 79.1% 22.3% 56.8%
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Table 2.7

PROTECTING THE MOST-STOLEN MERCHANDISE

Retailers in North and Latin America were asked what measures
they took to protect their 50-most stolen product lines (or
SKUs) from being stolen. The results are shown in Table 2.7.
On average, among the respondents to the questionnaire, a

little more than one-fifth (21.6%) of the 50 most-stolen product
lines were not specifically protected. This was an improvement
compared to the figure of 24.6% in 2008.

The main methods of protection used for the most vulnerable
product lines involved either electronic tagging or locking and
securing products in some way.

EAS (electronic article surveillance) was the most significant
method of protection, used on 47.4% of all lines. EAS hard

tags were used on 12.1% of items, soft or paper tags on 15.2%,
and 13.6% of the most stolen product lines were protected

by EAS source tagging applied during manufacture or final
processing. 6.5% of items were protected by 3-alarm accessories.
A proportion of merchandise protected by safers and product
alarms were also secured by electronic surveillance. These
figures are not comparable with the proportions reported in the
GRTB 2008 survey as a different classification has been used.

Merchandise was displayed in locked cabinets or locked shelves
(6.4%) that could only be accessed by an employee with a key, or
secured by chains, cables or loop alarms (4.1%). Keepers/safers,
locked boxes and product alarms were used to secure 15.1%

of the most-stolen items. A small proportion of merchandise
(2.9%) was not displayed in the store selling area at all, but was
held in a stockroom and the customer ‘bought’ a dummy carton
or used a ticket or card to purchase the item. Overall, 31.0% of
merchandise was protected by locking and securing methods.

Protecting the 50 Most-Stolen Lines 2009

North and Latin America Averages Sub-totals Global Averages

Percentage of lines not protected 21.6% 21.6% 28.0%
EAS soft or paper tags 15.2% 12.4%
EAS hard tags 12.1% 13.5%
EAS source tagging 13.6% 9.3%
3-alarm accessories 6.5% 47.4% 4.5%
Keepers/safers, locked boxes, product alarms 15.1% 12.1%
Displayed in locked cabinets or shelves 6.4% 6.9%
Chains, cables, loop alarms 4.1% 4.7%
Dummy cartons or ticket systems 2.9% 3.9%

2.5% 31.0% 4.7%

Other protection device



On average, retailers in North America and Latin America use
EAS more than their counterparts in other parts of the world,
with 47.4% of the most vulnerable product lines being EAS-
protected, compared to a global figure of 39.7%.

PoLicies To DEAL wiTH THE RECESSION

Table 2.8 shows the extent to which retailers in North and Latin
America have introduced new policies to deal with the recession.
‘More employee training to help spot and deter theft’ had

been implemented by 68.2% of North American retailers and
72.1% of Latin American ones — 76.6% and 65.3% respectively
planned to do further work in staff training. Other areas of
interest included ‘New CCTYV video surveillance’ (already
introduced by 15.8% of North American and 7.2% of Latin
American retailers); further work was planned by 29.3%

of North American retailers and 25.6% of retailers in Latin
America). Reflecting increasing concern about employee theft
and fraud, 25.6% of North American retailers had introduced
further ‘pre-hiring screening for employees’ and 15.7% of
Latin American retailers; further plans for employee screening
were reported by 39.5% of North American and 24.2% of
Latin American retailers. Apart from employee training (the
most popular of the seven options), most of the policies shown
in Table 2.8 had been introduced by 15.8%-25.6% of North
American retailers and 7.2%-15.7% of Latin American ones.
In general, larger proportions of retailers in each region were
planning make greater use of these policies in the future.

A number of retailers may already have introduced these
policies before the recession.

Table 2.8

Policies to cope with recession

North America Latin America Global
Implemented  Planned Implemented Planned  Implemented  Planned

More Employee training to spot and deter theft 68.2% 76.6% 72.1% 65.3% 71.4% 79.3%

Pre-hiring screening for employees 25.6% 39.5% 15.7% 24.2% 20.4% 20.4%

Hiring more in-store LP employees 18.3% 11.6% 10.7% 17.5% 16.1% 15.7%

New CCTYV video surveillance 15.8% 29.3% 7.2% 25.6% 15.9% 28.7%
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Figure 3.1

SURVEY INFORMATION

Since 2001, retail corporations in Europe have been sharing
information about retail crime and shrinkage through the
European Retail Theft Barometer, now part of the Global
Retail Theft Barometer. Starting in 2001 as a study focused on
Western Europe, the Barometer has grown to include virtually
all European countries.

Five hundred and sixty-seven European retailers responded to
the current GRTB questionnaire. They operated a combined
total of 42,157 stores with total sales of €308,168 million
($452.8 billion).

This report covers the twelve-month period ending in June
2009 and deals with trends in security spending, the extent

of theft by customers and by employees, current information

on what products are most stolen, estimates of the means of
internal theft and fraud, and how retailers protect their most
vulnerable merchandise. All shrinkage figures used here are
based on retail selling prices. Data from retailers that use cost
prices or a combination of cost and retail selling prices have
been converted to retail selling prices. The currency used in this
section is Euros; this has been done as a result of feedback from
European retailers about last year’s GRTB. All other parts of
the GRTB 2009 report are expressed in US $. To avoid extreme
values, when converting exchange rates the average values for 1
July 2008 to 30 June 2009 have been used. Further information
about exchange rates can be found in Part I.

European Retail Shrinkage 2000-2009

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

1.10%

1.15%

1.20%

1.25% 1.30%

1.35% 1.40% 1.45%  1.50%

Shrinkage as percentage of retail sales
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Turkey has been included for the first time and its results are
given in Part I1I. The comparisons with 2008 cited here have
been adjusted slightly to take account of Turkey’s results. The
results of a number of countries have been combined in order to

ensure confidentiality.

INCREASING CRIME AND SHRINK RATES

In 2008-2009, retail shrinkage in Europe rose again. Shrink

is defined as stock loss from crime or waste expressed as

a percentage of retail sales. The average shrinkage rate for
European retailers in 2009 was 1.33%, an increase of +4.7%
compared to the 2008 figure of 1.27%. As recently as 20006, the
average European shrinkage rate was 1.24% (see Figure 3.1).

Figure 3.2

Europe: Shrinkage Rates by Country 2009

Turke 1.67%
Crech Republiz </ | /| | .
Hungary ! [ /' | | 1450
Slovakia ! [ /' | | 1450
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Shrinkage as percentage of sales
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The 2009 shrinkage rate (as a percentage of sales) for each
country is shown in Figure 3.2. The highest rates are for Turkey
(1.67%), the Czech Republic (1.47%) and Slovakia (1.45%).
The lowest shrinkage rates in Europe are found, as before, in
Austria (0.99%), Switzerland (1.03%) and Germany (1.17%).

Shrinkage cost Europe’s retailers €32,285 million ($44.6
billion) in 2009 and is estimated to have increased by €1,330
million ($1.8 billion) over the 2008 level.

Shrinkage rates for Europe’s retailers rose by an average of
4.7% between 2008 and 2009, except in Austria and Portugal
(Table 3.1). Austria reduced its average shrinkage rate by -2.0%
and Portuguese retailers recorded no change in shrinkage. All
other retailers suffered higher shrinkage losses than in 2008.

Table 3.1

Retail Shrinkage Europe 2009

Total Shrinkage 2009 Shrinkage 2009 Shrinkage 2008 Percentage
(€ millions) (as % of sales) (as % of sales) change 2008-09
Austria €454 0.99% 1.01% -2.0%
Baltic States (Latvia, Estonia, Lithuania) €209 1.44% 1.35% 6.7%
Belgium/Luxemburg € 860 1.41% 1.36% 3.7%
Czech Republic €374 1.47% 1.38% 6.5%
Denmark €382 1.25% 1.20% 4.2%
Finland €413 1.31% 1.30% 0.8%
France €4,924 1.42% 1.37% 3.6%
Germany €5,209 1.17% 1.13% 3.5%
Greece €534 1.39% 1.32% 53%
Hungary €358 1.45% 1.38% 5.1%
Ireland €453 1.38% 1.36% 1.5%
Italy € 3,405 1.36% 1.28% 6.2%
The Netherlands €1,197 1.26% 1.20% 5.0%
Norway €447 1.31% 1.28% 2.3%
Poland €1,239 1.42% 1.36% 4.4%
Portugal €344 1.26% 1.26% 0.0%
Slovakia € 145 1.45% 1.32% 9.8%
Spain € 2,805 1.36% 1.31% 3.8%
Sweden € 665 1.39% 1.35% 3.0%
Switzerland €629 1.03% 1.01% 2.0%
Turkey €1,513 1.67% 1.57% 6.4%
United Kingdom €5,726 1.37% 1.30% 5.4%
Europe € 32,285 1.33% 1.27% 4.7%
Global €84,165 1.43% 1.35% 5.9%
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The greatest increases in shrinkage rates were found in
Slovakia (+9.8%), the Baltic States (6.7%) and the Czech
Republic (6.5%). Finland experienced the lowest increase in
average shrinkage (+0.8%) amongst those countries where
average shrinkage had risen. It would be wrong however to
place too much importance on a particular country’s shrinkage
performance in any one year, because it can be affected by so
many different influences.

There has been a Europe-wide increase in attempted or

actual shoplifting (discussed in more detail in Part I, Figures
1.7 and 1.8). Thirty-eight percent of European retailers had
experienced a significant increase in shoplifting (Figure 1.7),
although effective security systems have meant that this did not
necessarily lead to a similar increase in shrinkage. The global
average was 41.2% (Figure 1.10 in Part I). The pattern however
was mixed. Many European retailers saw little or no change in
shoplifting levels: 24.6% of retailers said that shoplifting had
fallen and 37.4% reported that it was no different from 2008.
European retailers reported that 28.6% of the rise in shoplifting
had been caused by the recession, a slightly smaller proportion
than other regions (the global average was 33.6%) (Figure 1.9,
Part I).

Employee theft also rose, with 19.3% of European retailers
reporting an increase in employee theft. Figure 1.9 (Part

I) showed that a little over one-fifth (22.0%) of increased
employee theft in Europe was thought to have the recession

as its cause. This proportion is similar to the global average of
22.2%.

The 2009 increases in shrinkage rates continue a European trend
that started in 2007, reversing the downward trend in shrinkage
seen in the early part of this decade. Retail security policies,
the criminality of potential thieves, and the effectiveness of
the criminal justice system are all likely to have an impact on
shrinkage rates over varying timescales. The trend of increased
shrinkage may continue for some years, supported by new
criminality associated with the recession. Retail security
policies and investment in security equipment will obviously
play a part in curbing or reducing the impact of shrinkage
growth on individual companies.
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SHRINKAGE BY TYPE OF BUSINESS

Different types of retailer often have different shrinkage
problems and may even account for shrinkage differently. In
Figure 3.3 and Table 3.2 we show how the average shrinkage
rate varies between 16 different types of retail businesses

or vertical markets. Care should be taken, when making
comparisons, as similar businesses may classify themselves
differently.

The lowest average rates of shrinkage in Europe were found

in footwear/shoes/sports goods & sporting goods (0.66%),

toys and games/hobby and craft (0.78%), discount stores/
variety chains (0.80%). The highest average rates were found in
apparel/clothing and fashion/accessories (1.85%), vehicle parts/
DIY/hardware/ building materials (1.82%), and convenience
stores/natural & speciality/specialty foods (1.80%).

There were considerable variations within as well as between
each category. Individual retailers frequently have shrinkage
rates that are significantly higher or lower than the industry
averages shown in Table 3.2.

Figure 3.3

Europe: Shrinkage Rates by Vertical Market 2009
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Table 3.2

Europe. Shrinkage as Percentage of Sales by Types of Business 2009

Shrinkage 2009 Shrinkage 2008 Change 2008-09
Apparel/clothing and fashion/accessories 1.85% 1.70% 8.8%
Books/newspapers/stationery 1.75% 1.66% 5.4%
Convenience stores/natural & speciality/specialty foods 1.80% 1.66% 8.4%
Cosmetics/ perfume/health & beauty/pharmacy 1.58% 1.52% 3.9%
Department store or large general store 1.54% 1.46% 5.5%
Discount/variety retail/warehouse clubs 0.80% 0.74% 8.1%
Electrical goods/computer centre/electronics store 0.90% 0.85% 5.9%
Footwear/shoes/sports goods & sporting goods 0.66% 0.65% 1.5%
Furniture/textiles/floor & window coverings 0.81% 0.81% 0.0%
Jewellery/watches 0.96% 0.92% 4.3%
Liquor, wine beer/off-licence 0.82% 0.85% -3.5%
Office products 1.21% 1.10% 10.0%
Supermarket/hypermarkets/large grocery 1.20% 1.15% 4.3%
Toys and games/hobby and craft 0.78% 0.76% 2.6%
Vehicle parts/hardware/DIY/building materials retail 1.82% 1.75% 4.0%
Video/ music/games software 1.46% 1.38% 5.8%

These are, of course, average shrinkage rates for specialist
retail businesses rather than product categories. For example,
although liquor, wine beer/off-licence stores have an average
shrinkage rate in Europe of 0.82% (Table 3.2), alcohol as

a category in European food and grocery stores suffered
shrinkage losses that were almost three times higher, at 2.38%
(Table 1.14).
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Figure 3.4

Europe: Sources of Retail Shrinkage 2009

(Total Shrinkage Losses € 32.3 billion - $ 44 billion)
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SOURCES OF RETAIL SHRINKAGE

For European retailers, the largest source of shrinkage on
average is generally seen as shoplifters or customer theft. This
is certainly the case for 2009, where €15,334 million ($20.9
billion) (47.5% of combined shrinkage) were estimated to be
caused by customer theft (see Figure 3.4). This included losses
caused by organized crime.

Dishonest employees were the next largest source of retail
shrinkage, accounting for 30.5% of shrinkage or €9,861 million
($13.4 billion). Most employees are honest, but considerable
losses can be caused by repeated, systematic theft by trusted
employees over a long period of time. Suppliers/vendor fraud
and delivery theft were estimated to account for 6.1% of losses
or €1,982 million ($2.7 billion). This was a reduction compared
to last year when it accounted for 6.5% of losses.

Internal error, administrative mistakes, pricing errors, and
process failures were believed to cause 15.9% (€5,108 million
or $7.0 billion) of shrinkage losses.

Table 3.3 reports the different contributors to shrinkage
estimated by retailers in the countries surveyed. Compared
to other sources of theft, shoplifting was seen as the

greatest problem in Austria (56.2%), Greece (55.0%), and
Germany (53.6%), whilst employee theft was estimated to
be proportionately larger than elsewhere in countries such as
Hungary (37.4%), Ireland (36.8%), and the UK (36.4%).

Countries with large suppliers/vendor issues included Turkey
(9.6%), Spain (7.7%) and France (7.6%). The percentage

of internal error was highest in Poland (18.7%), the Czech
Republic (18.7%) and Turkey (18.5%).

The percentages of the sources or causes of shrinkage are
perceptions or estimates made by retail security managers based
on their current understanding of the major problems they face.
But most shrinkage is unseen at the time it occurs and it may

be months before it is discovered, by which time it may be

too late to know the cause. Care should be taken, therefore, in
considering these estimates.



Table 3.3

Sources of Retail Shrinkage Europe, 2009

Shoplifters Employees Suppliers/vendors Internal Error
Austria 56.2% 23.8% 5.2% 14.8%
Baltic States 43.1% 35.9% 7.2% 13.8%
Belgium/Luxembourg 52.9% 25.6% 4.3% 17.2%
Czech Republic 43.2% 31.4% 6.7% 18.7%
Denmark 47.2% 29.4% 5.7% 17.7%
Finland 48.9% 29.4% 6.9% 14.8%
France 41.9% 32.8% 7.6% 17.7%
Germany 53.6% 25.7% 5.4% 15.3%
Greece 55.0% 22.1% 6.9% 16.0%
Hungary 41.7% 37.4% 5.9% 15.0%
Ireland 40.6% 36.8% 7.0% 15.6%
Italy 50.8% 30.9% 6.1% 12.2%
The Netherlands 48.5% 28.9% 5.9% 16.7%
Norway 47.3% 29.5% 5.3% 17.9%
Poland 39.8% 35.6% 5.9% 18.7%
Portugal 48.7% 27.5% 6.8% 17.0%
Slovakia 44.8% 34.7% 7.5% 13.0%
Spain 50.2% 28.4% 7.7% 13.7%
Sweden 47.6% 31.3% 52% 15.9%
Switzerland 46.9% 30.4% 5.5% 17.2%
Turkey 49.6% 22.3% 9.6% 18.5%
United Kingdom 43.5% 36.4% 4.3% 15.8%
Europe 47.5% 30.5% 6.1% 15.9%
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Table 3.4

APPREHENDED RETAIL THIEVES

European retailers apprehended more than 3.1 million thieves
in 2009 (Table 3.4). Only a proportion of these were reported
to the police so there may be discrepancies between the trends
known to the police and the experience of retailers. The total
thieves apprehended by European retailers represented more
than one-half (53.6%) of all thieves caught by retail stores
globally. The great majority of those apprehended by European
retailers were customer thieves; only 3.3% were employee
thieves. This is in sharp contrast to the position in North
America, where 29.9% of thieves apprehended were employees.
This situation may reflect the different numbers of thieves at
work in North America and Europe, but it probably also shows
that European retailers focus much more upon customer thieves
and devote fewer resources to apprehending employee thieves.

The average amount stolen or admitted by shoplifters in
Europe was €94.12 ($128.41), proving that the ‘typical’
customer theft was not a tin of cat food or a loaf of bread, but
branded merchandise that can be resold for a profit. Even more
significant, the average amount stolen or admitted by employee
thieves in Europe was €1,858.39 ($2,535.32) reflecting the
importance of long-term financial fraud as an element in
European employee theft. The value of the average employee
theft was therefore 19.8 times greater than the average case of

Number of Thieves Apprehended 2009

Shoplifters Employees thieves Totals
Number Average Amount Stolen Number Average Amount Stolen Number
€ per Incident € per Incident

Europe 3,006,983 €94.12 102,788 € 1,858.39 3,109,771
Percentages 96.7% 3.3% 100.0%
North America 1,635,162 €319.76 697,325 €1,375.30 2,332,487
Percentages 70.1% 29.9% 100.0%
Other regions* 318,433 €48.72 37,537 €261.10 355,970
Percentages 89.5% 10.5% 100.0%
Global totals 4,960,578 €165.59 837,650 € 1,384.65 5,798,228
Percentages 85.6% 14.4% 100.0%

* Latin America, Middle East/Africa and Asia-Pacific
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customer theft, which suggests that there may be considerable
added value in targeting cases of employee theft — the earlier
that employee theft is discovered, the lower the total amount
that might be stolen.

There have been significant changes in the numbers
apprehended. Between 2007 and 2008, numbers apprehended
fell by 15.1% in Europe, probably as a result of targeting
prolific offenders. Since 2008, the number of thieves
apprehended rose by +9.2%, largely in response to increased
shoplifting. In 2009, 3 million shoplifters and 102,788
employee thieves were apprehended.

There may be legal or cultural differences, which affect the
values of theft admitted. The types of thieves apprehended will,
of course, reflect LP policy as well as the number of offenders
stealing from the business.

RETAIL SECURITY AND L0OSS PREVENTION

European retailers spent €7,127 million ($9.7 billion) on
security and loss prevention, equivalent to 0.29% of retail
sales in 2009. Security spending as a percentage of sales in
Europe has been falling since 2007. Last year, loss prevention
expenditure was equivalent to 0.34% of retail sales. This

year the fall is likely to have been primarily caused by lower
profitability and the cash-flow issues that have resulted from
this recession. Loss prevention can be a very labour-intensive
activity with outcomes or outputs that can be hard to quantify
with precision and loss prevention and security departments
may well suffer constraints in times of economic restraint.

In Europe, security costs in 2009 (Table 3.5) were:

e  Current/operational security spending $5,143 million
(0.21% of retail sales) (including payroll, armoured car
cash collection, etc.)

e  (apital or investment security spending $1,984 million
(0.08% of retail sales) (including EAS, CCTV and
information systems).
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Europe: Analysis of Loss Prevention Spending
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Table 3.5

Security spending in Europe (Figure 3.5) as elsewhere was
mainly directed towards security employees, who accounted for
57.6% of total spending or €4,103 million ($5.6 billion). The
amount spent on direct security employees was €1,416 million
(19.9% of total security spending) and third-party contract
employees who cost a total of €2,687 million (37.7%). Major
economies this year seem to have been made with third-party
employees, expenditure on which has fallen by €1,007 million
compared to last year, and security equipment, spending on
which had fallen by €1,088 million.

Cash collection by armoured car accounted for 8.4% of security
spending (€599 million), an increase of +5.0% compared with
last year.

Capital spending of €1,983 million on information systems
(including depreciation), EAS, CCTYV, and other merchandise
protection fell from 30.3% of total security spending last year
to 27.8% in 2009. The growing use of leasing equipment

(an operational cost) may mean that utilisation of security
equipment is greater than suggested by the above figures.

Security Costs 2009

(Values in € millions)

Security costs

Current/Operational/ Revenue Capital Security costs

as % of sales

France

Germany

Italy

The Netherlands

Spain

United Kingdom

Subtotal (above 6 countries)

Other European Countries (19 countries)

European Totals

Global Totals (41 countries)

€ 1,269
€1,168
€815
€348
€745
€ 1,086
€5,431
€ 1,696

€7,127

€17,994

€894 €375 0.37%
€825 €343 0.26%
€611 €204 0.33%
€248 €100 0.37%
€559 €186 0.36%
€750 €336 0.26%

€ 3,887 € 1,544 0.31%
€ 1,256 € 440 0.25%
€5,143 €1,984 0.29%
€12,770 €5,224 0.31%



THE CosTs oF RETAIL CRIME IN EUROPE Table 3.6
The Total Costs of Retail Crime 2009, Europe

‘Shrinkage’ is not the same as retail crime because shrinkage
includes an allowance for administrative error. The costs of retail

crime (Table 3.6) exclude administrative error and focus on Costs of crime by customers €15,335 million
crime-based losses. Because ‘security spending’ is caused by the
existence of crime, the costs of security are included in the costs + Costs of crime by employees €9,863 million
of crime.

+ Costs of suppliers/vendor crime €1,980 million

The costs of retail crime in Europe are €34,307 million ($46.8
billion) in 2009, an increase of 6.5% compared to 2008. + Costs of retail security €7,129 million

As defined here, the costs of crime consist of several elements: _

shoplifting €15.3 billion; employee crime €9.9 billion; suppliers/
vendors almost €2.0 billion; and security and loss prevention
costs of €7.1 billion.

Table 3.7 shows these costs for each European country surveyed.

‘Crime-related shrinkage’ is the total of losses from customers,
staff and the suppliers/vendors.

Table 3.7

Costs of Retail Crime 2009

Crime-related Shrinkage (€ millions) Security Costs (€ millions) Costs of Crime (€ millions)
Austria €386 €136 €522
Baltic States €180 €26 €206
Belgium/Luxembourg €712 €179 €891
Czech Republic €304 €51 €355
Denmark €314 €75 €389
Finland €352 €103 €455
France €4,053 €1,269 €5,322
Germany €4,412 €1,168 €5,580
Greece € 448 €70 €518
Hungary €305 €70 €375
Ireland €383 €92 €475
Italy €2,989 €815 € 3,804
The Netherlands €997 €348 € 1,345
Norway €368 €122 €490
Poland € 1,007 €221 €1,228
Portugal € 286 €90 €376
Slovakia €125 €20 €145
Spain €2,421 €745 €3,166
Sweden €559 €155 €714
Switzerland €520 €160 €680
Turkey €1,234 €128 €1,362
United Kingdom €4,823 € 1,086 €5,909
Europe €27,178 €7,129 € 34,307
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Table 3.8

STORE AUDIT SCHEDULES AND
Loss PREVENTION COMPLIANCE

Slightly more than three-quarters of European retailers (76.5%)
had a schedule of store audits for loss prevention policies. This
was an increase of 11.4% over last year’s figure (Table 3.8),
although slightly less than the global percentage of 79.1%.

In Europe, 44.9% of retailers conducted audits more than three
times per year and 31.6% carried them out between one and
three times each year. This was rather lower than the global
average of 79.1%, of which 56.8% carried out audits more than
three times every year.

PROTECTING THE MOST-STOLEN MERCHANDISE

The measures used by European retailers to protect their 50-
most stolen lines from theft are shown in Table 3.9. A little
under one-third (31.4%) of the 50 most-stolen lines were not
specifically protected, the percentage being protected therefore
was 68.6%.

The protection methods used for items that were specifically
protected primarily consisted of EAS and a range of other
devices to lock or chain products. EAS, which is electronic
article surveillance, protected 37.6% of all items and was the
most widely-used method. EAS hard tags were used on 14.8%
of the most-stolen items, soft or paper tags protected 11.4%, and
7.6% of the most stolen items were protected by EAS source
tagging, applied at the time of manufacture or final processing.
The proportion of most-stolen merchandise protected by
3-alarm accessories was 3.8%.

Loss Prevention (LP) Compliance and Store Audit Schedules 2009

Frequency of Audits per annum

Audit Program in Place

Europe 76.5%

Global Percentages 79.1%
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Table 3.9

Protecting the 50 Most-Stolen Lines 2009

European Averages Sub-totals Global Averages
Percentage of lines not protected 31.4% 31.4% 28.0%
EAS hard tags 14.8% 13.5%
EAS soft or paper tags 11.4% 12.4%
EAS source tagging 7.6% 9.3%
3-alarm accessories 3.8% 37.6% 4.5%
Keepers/safers, locked boxes, product alarms 10.2% 12.1%
Displayed in locked cabinets or shelves 7.9% 6.9%
Chains, cables, loop alarms 5.0% 4.7%
Dummy cartons or ticket systems 4.5% 3.9%
Other protection device 3.4% 31.0% 4.7%
Totals 100.0% 100.0% 100.0%

The percentage of highly-stolen goods displayed in locked
cabinets or shelves was 7.9% whilst dummy cartons or ticket
systems were used on 4.5% of the most-stolen lines. Chains,
cables and loop alarms were used on 5.0% of the most-stolen
products, keepers/safers, locked boxes and product alarms on
10.2% of them, and 3.4% of items were given ‘other’ methods
of protection not separately classified here.

On average, European retailers used protection devices on

a smaller proportion of their most stolen lines than retailers
elsewhere (31.4% were unprotected compared to 28.0%
globally). They made slightly less use of source tagging than
was seen, for example, in North America and Latin America,
where 13.7% of the most vulnerable lines were sourced tagged,
compared to 7.9% in Europe. The figures in Table 3.9 are not
comparable with last year’s survey as the categorisation has
changed.
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Table 3.10

Poricies To CopE WITH THE RECESSION

What policies have been adopted by retailers to combat crime
during the recession?

Table 3.10 shows that ‘more employee training to spot and
deter theft’ has been adopted by more than one-half of retailers;
69.3% have already taken action to improve staff training and
78.1% plan to make further use of staff anti-crime training.

The other key policies that have been implemented are ‘pre-
hiring screening for employees’ (18.3% have done this already
and 33.7% plan to introduce it); ‘new CCTV video surveillance’
(17.1% have done this already and 29.8% plan to introduce it);
‘hiring more in-store loss prevention employees’ (achieved by
17.1% of stores and planned by 18.3%; and ‘increased spending
on crime prevention hardware and software’ (17.0% have

done this already and 22.6% plan to introduce it). As well as
more training, all the policies in Table 3.10 have already been
introduced by between 14.8% and 18.3% of retailers with an
even larger proportion planning to do so in the future.

Europe: Policies to cope with recession

Europe Global
Implemented Planned Implemented Planned
More Employee training to spot and deter theft 69.3% 78.1% 71.4% 79.3%
Pre-hiring screening for employees 18.3% 33.7% 20.4% 20.4%
New CCTYV video surveillance 17.1% 29.8% 15.9% 28.7%
Hiring more in-store LP employees 17.1% 18.3% 16.1% 15.7%
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Table 4.1

SURVEY INFORMATION

Part Four of GRTB 2009 deals with the retail sectors and
vertical markets in two countries, Morocco and South Africa,
which have been surveyed for the Middle East/Africa region.
Every year the GRTB adds new countries and this year Morocco
has been included. We hope to add more Middle East/Africa
countries in future years. References in this section to Middle
East/Africa refer only to those countries studied.

We received useable information from 38 retailers in the
Middle East/Africa region. They had a total of 1,633 stores and
combined sales of $4 billion. The need to protect confidentiality
has meant that not all comparisons that are found in other parts
of this report can be made in this section.

All shrinkage figures used here are based on retail selling
prices; data from retailers using cost or a combination have been
converted to retail selling prices. The calculations of average
shrinkage rates within each country and for each geographical
area use ‘weighted’ averages rather than simple averages,

with proportionally greater significance being given to larger
companies and larger countries.

CRIME AND SHRINKAGE

The average shrinkage rate (defined as stockloss from crime or
waste expressed as a percentage of retail sales) in Middle East/
Africa was 1.72% for the two countries, an increase of 7.5%
compared with 2008 (Table 4.1). Retailers were asked for last
year’s shrinkage data as well that for 2009.

Retail Shrinkage in Middle East/Africa 2009

U.S. $ Billion

Total Shrink 2009 Shrink as % of sales Percentage
U.S. $ millions 2009 2008 Change 2008-2009
Morocco $43 1.79% 1.69% 5.9%
South Africa $777 1.72% 1.59% 8.2%
Middle East/Africa $820 1.72% 1.60% 7.5%
Global Figures $114,823 1.43% 1.35% 5.9%

Retail shrink is measured against retail selling prices
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SHRINKAGE BY TYPES OF BUSINESS

Figure 4.2 shows how average shrinkage rates vary for different
vertical markets or types of retail business in Middle East/
Africa.

The highest average rates of shrinkage were seen (Figure 4.2)
in: apparel/clothing and fashion/accessories (2.58%); video/
music/games software (2.40%); and cosmetics/ perfume/beauty
supply/pharmacy (2.39%). The lowest rates were in footwear/
shoes/ sports goods & sporting goods (0.97%), jewellery/
watches (1.19%) and discount/ variety retail/warehouse clubs
(1.25%).

There were considerable variations within as well as between
each category. Individual retailers may have shrinkage rates,
which are significantly higher or lower than the industry
average as shown in Table 4.2.

The rank order of types of vertical market from high shrinkage

to low shrinkage in Table 4.2 is similar to that seen in other
parts of the world.

Table 4.2

Middle East/Africa: Shrinkage by Vertical Markets 2009

2009 2008 change
Apparel/clothing and fashion/ accessories 2.58% 2.27% 13.7%
Video/ music/ games software 2.40% 2.18% 10.1%
Cosmetics/ perfume/ health & beauty/pharmacy 2.39% 2.21% 8.1%
Vehicle/auto parts/hardware/DIY/building materials retail 2.37% 2.26% 4.9%
Department store or large general store 2.19% 2.01% 9.0%
Books/newspapers/stationery 2.12% 2.00% 6.0%
Toys and games/ hobby and craft 1.69% 1.58% 7.0%
Convenience stores/ natural & speciality/specialty foods 1.51% 1.36% 11.0%
Supermarket/ hypermarkets/ large grocery 1.44% 1.33% 8.3%
Furniture/ textiles/ floor & window coverings 1.38% 1.32% 4.5%
Electrical goods/ computer centre/ electronics store 1.31% 1.25% 4.8%
Office products 1.28% 1.18% 8.5%
Liquor, wine beer/off-licence 1.26% 1.20% 5.0%
Discount/ variety retail/ warehouse clubs 1.25% 1.16% 7.8%
Jewellery/ watches 1.19% 1.10% 8.2%
Footwear/ shoes/ sports goods & sporting goods 0.97% 0.88% 10.2%
Averages 1.72% 1.60% 7.5%
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Figure 4.1 SoURCES OF RETAIL SHRINKAGE
Middle East and Africa: Sources of Retail Shrinkage 2009

The total costs of retail crime and waste loss in Middle East/
(Total Shrinkage Losses $ 820 million) Africa was $820 million. The perceived causes of this are
shown in Figure 4.1 and by country in Table 4.3.

Internal Error
$147 million

17.9% In Middle East/Africa, shoplifting at $309 million (37.7% of

total shrinkage) was slightly higher than employee theft of $293
million (35.7%). The shoplifting figure includes fraudulent

Suppliers/ employees placed there by organized crime.
vendors
$71 million .
8.7% —— Shoplifters Suppliers’ and vendors’ crime including losses in the
$309 million L . .
37.79% distribution chain and theft by delivery employees cost $71
million (8.7% of shrinkage).
/ Lastly, retailers reported that internal error or administrative
Employee Theft error, which included accounting mistakes, pricing errors,
$29335“7‘;h°n and process failures caused 17.9% of shrinkage losses
o ($147 million).
In South Africa, there was no significant difference between
the proportions of shrinkage attributed to shoplifting and to
employee theft (36.9% and 36.4% respectively). Moroccan
retailers estimated that 51.6% of their shrinkage was caused
by shoplifting.
Table 4.3
Sources of Retail Shrinkage Middle East & Africa 2009
Shoplifters Employees Suppliers/vendors Administrative Error
Morocco 51.6% 23.5% 8.8% 16.1%
South Africa 36.9% 36.4% 8.6% 18.1%
Middle East/Africa 37.7% 35.7% 8.7% 17.9%
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APPREHENDED SHOPLIFTERS AND
DisHONEST EMPLOYEES

The number of thieves apprehended by Middle East/African
retailers was 32,146 (Table 4.4). The great majority of cases
involved customer thieves — 95.2% or 30,614. The number of
employee thieves apprehended was 1,532.

The average incident value of customer thieves was $42.79

and the average admitted or stolen by employee thieves was
$720.33 (the global average was $1,889.02). The average value
stolen or admitted per employee theft was more than 16 times
higher than the average value of customer theft. The willingness
or ability of dishonest employees to steal more than customer
thieves is an acknowledged feature of employee crime.

The data of Table 4.4 have been provided by retailers and are

irrespective of whether those apprehended have been dealt with
by the criminal justice system.

Table 4.4

Number of Thieves Apprehended by Middle East/Africa Retailers 2009

Shoplifters Employees thieves Totals
Number Average Amount Stolen Number Average Amount Stolen Number
($) per Incident (%) per Incident
Middle East/Africa 30,614 $42.79 1,532 $720.33 32,146
Percentages 95.2% 4.8% 0.6%
Global Totals 4,960,578 $225.90 8 37,650 $1,889.02 5,798,228
Percentages 85.6% 14.4% 100.0%
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Figure 4.2

Middle East and Africa: Security Spending 2009

(Total $95 million)

Other LP Spending
$5 million
sav

Direct employees
$33 million
34.6%

Security
equipment
$17 million
18.0%
Armored car Contract
collectiom employees
$12 million $28 million
12.9% 29.1%

Table 4.5

RETAIL LOSS PREVENTION
AND SECURITY SPENDING

Retail companies in Middle East/Africa spent $95 million in
the twelve months ending in June 2009 on loss prevention to
prevent crime and apprehend offenders (Table 4.5), an average
0f 0.20% of sales amongst the retailers concerned.

Of this, Middle East/African retailers spent $78 million on
operational/current costs (payroll and services) and $17 million
was spent on capital (security equipment, IT and other long-
term assets). In common with retailers globally more than
one-half of spending ($61 million or 63.7% of the total) went
on loss prevention employees (Figure 4.5). Directly-employed
loss prevention employees cost $33 million (34.6% of loss
prevention spending) and third-party or contract employees cost
$28 million (29.1%) (Figure 4.2).

Spending on security equipment, including depreciation, was
$17 million (18.0%). A further $12 million (12.9% of security
spending) was allocated to armoured vehicle cash collection.
Spending on other categories $5 million was equivalent to 5.4%
of the security budget.

Loss Prevention and Security Costs 2009

(Values in U.S. $ millions)

Loss Prevention/ Operations, Capital Loss Prevention costs

Security costs Current Costs as percentage of sales
Morocco $7 $5 $2 0.29%
South Africa $88 $73 $15 0.19%
Middle East/Africa $95 $78 $17 0.20%
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Table 4.6

Costs of Retail Crime in Middle East/Africa 2009

(U.S. $ millions)
Shoplifters Employees Suppliers/vendors Loss Prevention Totals
Morocco $22 $10 $4 $7 $43
South Africa $287 $283 $67 $88 $725
Middle East/Africa $309 $293 $71 $95 $768

THE CosTs oF RETAIL CRIME
IN MIiDDLE EAST/AFRICA

‘Shrinkage’ includes internal or administrative error and so is
not a completely accurate measure of retail crime. The costs of
retail crime shown in Table 4.6 focus on crime-based losses,
excluding administrative error and. Loss prevention spending
by retailers is required because crimes occur and therefore
forms part of the costs of crime. The total costs of crime for
Middle East/Africa were $768 million, made up of shoplifting
costs of $309 million, employee theft of $293 million, suppliers/
vendor theft of $71 million as well as loss prevention costs of
$95 million.

STORE AUDIT SCHEDULES AND LP COMPLIANCE

The proportion of Middle East/African retailers with audit
programmes in place was 59.0% (Table 4.7). Of these, 28.8%
carried out audits more than three times per annum and 30.2%
three times or fewer.

The content of store audits may vary and it is not suggested that

a policy of ‘more audits’ is superior to a schedule of one or two
audits every year.

Table 4.7

LP Compliance and Store Audit Schedules 2009

Frequency of Audits per annum

Audit Schedules in Place 1 to 3 times More than 3 times

Middle East & Africa 59.0% 30.2% 28.8%
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PoLicies To DEAL wiTH THE RECESSION

Middle East/Africa retailers were asked to say whether they
have implemented or planned to introduce one or more of seven
distinct policies to help respond to the crime and shrinkage
issues caused by the recession.

‘More employee training’ had been implemented by 82.4%;
91.2% of retailers surveyed had further plans for this area
(Table 4.8). Most of the other plans had already been taken up
by a significant minority of retailers with additional retailers
planning to do more. Significant policies included ‘pre-hiring
screening’ (16.5% had implemented and 20.3% planned to do
s0). ‘New CCTYV video surveillance’ had been introduced by
15.8% of retailers and more than one-quarter (26.1%) planned
further work in this area.

Table 4.8

Policies to cope with recession

Middle East / Africa Global
Implemented Planned Implemented Planned
More employee training to spot and deter theft 82.4% 91.2% 71.4% 79.3%
Pre-hiring screening for employees 16.5% 20.3% 20.4% 20.4%
New CCTV video surveillance 15.8% 26.1% 15.9% 28.7%

Hiring more in-store LP employees 11.0% 17.3% 16.1% 15.7%
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SURVEY INFORMATION

Part Five of the GRTB 2009 deals with the retail sectors and
vertical markets of the countries surveyed in the Asia-Pacific
region. These were: Australia, China, Hong Kong SAR, India,
Japan, Malaysia, Singapore, Taiwan and Thailand. New areas
included in this survey this year were: China, Hong Kong
SAR and Taiwan. References in this section to ‘Asia-Pacific’
relate solely to the countries surveyed. It is important to note
that this year for logistical reasons we have only studied part
of India and of China. For India, we surveyed the ‘organized
retail sector’ (i.e. modern stores and multiple retailers), as there
is little accurate information about retail shrinkage trends in
the rest of its economy. In China we surveyed four key areas:
Shanghai, Beijing, Guangdong and Hong Kong SAR, which
have a combined population of more than 127.3 million and
have well-established market-oriented retail sectors. In future
years we hope to include regions of China and continue to add
further Asia-Pacific countries to the survey.

The results discussed in this section of the report are based on
data provided by 196 Asia-Pacific major retailers with sales of
$59 billion and 13,174 retail stores. Further information about
participation is given in the Appendix.

In line with the rest of the report, all shrinkage figures used
here are based on retail selling prices; data from retailers using
cost only or a combination of cost and retail price have been
converted to retail selling prices. The calculations of average
shrinkage rates within each country and for each geographical
area use ‘weighted’ averages rather than simple averages,

with proportionally greater significance being given to larger
companies and larger countries. For consistency, all figures have
been converted into U.S. § and retail shrinkage data given here
is expressed in that currency. This report deals exclusively with
the work of loss prevention departments and retail shrinkage;
no political, social or cultural implications are meant or should
be drawn from any result reported here or from the inclusion or
non-inclusion of any country or territory in this study.

CRIME AND SHRINKAGE

The average Asia-Pacific shrinkage rate is normally lower
than other regions of the world and this is also true for 2009.
Shrinkage (defined here as stockloss from crime or waste
expressed as a percentage of retail sales) was 1.24% for all
nine countries, an increase of +4.2% above the 2008 figure.
Retailers were asked to give their 2008 shrinkage data was
well as 2009 information. Results from last year’s report



have all been adjusted to take account of figures for the new
countries included in this survey (China, Hong Kong SAR

and Taiwan). Last year’s estimate of Asia-Pacific shrinkage

for the six countries surveyed was 1.20%; after adjustment for
the inclusion this year of the new areas, 2008 shrinkage was
recalculated at 1.19%. All figures in the current report are based
on the adjusted figures.

Total shrinkage for 2009 was estimated to be $17.9 billion.
Figure 5.1 shows the 2008 and 2009 shrinkage rates by country
in the form of a bar chart. Countries with the highest shrinkage
as a percentage of sales in 2009 were India (3.20%), Thailand
(1.66%) and Malaysia (1.59%). The lowest shrinkage rates were
reported in Taiwan (0.89%), Hong Kong SAR (0.92%) and
Japan (1.04%).

Shrinkage rates in Asia-Pacific increased by an average of 4.2%.
The greatest increase in average shrinkage rates occurred in
Australia (an increase of +5.6%), although shrinkage rates in
Singapore fell from 1.21% to 1.19%.

Figure 5.1

Asia Pacific: Shrinkage Rates 2008 and 2009

Total Costs $17.9 billion

2009
2008
Australia | .421 0/3 0%
China Ll().g(%%
Hong Kong SAR 008302/;%
tndia e
g
Malaysia 1.;'3%/90%
Singapore 111291";//(;
Taiwan O%?‘?A;%
Thailand . .519?/:3%
Total Asia-Pacific | | l.llgf’%)
0.00% 0.50% 1.00% 1.50% 2.00% 2.50% 3.00% 3.50%

Shrink as percentage of retail sales
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Table 5.1

The average shrinkage rate for Asia-Pacific of 1.24% may
seem low compared to the global average of 1.43% of sales,
but shrinkage cost the nine Asia-Pacific countries surveyed
almost $17.9 billion in 2009. These shrinkage figures had to be
paid for indirectly by everyone involved in the retail sector -
manufacturers, retailers, employees and consumers.

SHRINKAGE BY TYPES OF BUSINESS

Figure 5.2 shows how average shrinkage rates vary for different
vertical markets or types of retail business. These are of course
averages across retailers that operate in one or more of nine
Asia-Pacific countries.

The highest average rates of shrinkage were seen (Figure 5.2
and Table 5.2) in: apparel/clothing and fashion/accessories
(1.79%); cosmetics/perfume/beauty supply/pharmacy (1.76%);
and vehicle/auto parts/DIY hardware/building materials retail
(1.74%). The lowest rates were in footwear/shoes/sports goods
& sporting goods (0.67%), jewellery/watches (0.86%) and
discount/variety retail/warehouse clubs (0.91%).

There were considerable variations within as well as between
each category. Individual retailers may have shrinkage rates,
which are significantly higher or lower than the industry
average as shown in Table 5.2.

Retail Shrinkage in Asia-Pacific

Total Shrinkage 2009
(U.S. $ millions)

Australia

China

Hong Kong SAR
India

Japan

Malaysia
Singapore
Taiwan

Thailand
Asia-Pacific

Global

$2,167
$1,089
$294
$2,625
$9,643
$266
$170
$576
$1,062
$17,892

$114,823

Shrinkage as % of sales Percentage
2009 2008 change 2008-09
1.50% 1.42% 5.6%
1.06% 1.02% 3.9%
0.92% 0.88% 4.5%
3.20% 3.10% 3.2%
1.04% 1.01% 3.0%
1.59% 1.53% 3.9%
1.19% 1.21% -1.7%
0.89% 0.85% 4.7%
1.66% 1.59% 4.4%
1.24% 1.19% 4.2%
1.43% 1.35% 5.9%

Retail shrinkage is measured against retail selling prices
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Figure 5.2

Asia-Pacific: Shrinkage by Type Business/Vertical Market 2009

(percentatge of retail sales)

Apparel/clothing and fashion/ accessories
Cosmetics/perfume/health & beauty/pharmacy
Vehicle/auto parts/hardware/DIY /building materials retail
Video/music/games software

Department store or large general store
Books/newspapers/stationery

Average

Toys and games/hobby and craft

Convenience stores/natural & speciality foods
Supermarket/ hypermarkets/large grocery
Furniture/textiles/floor & window coverings
Electrical goods/computer center/electronics store
Office products

Liquor, wine beer/off-licence

Discount/variety retail/warehouse clubs

Jewelry/watches

Footwear/shoes/sports goods & sporting goods

0.00%  0.20% 0.40% 0.60% 0.80% 1.00% 1.20% 1.40% 1.60 1.80 2.00

Shrinkage as percentage of sales

Table 5.2

Asia-Pacific: Shrinkage as Percentage of Sales by Types of Business

2009 2008 Change 2008-09
Apparel/clothing and fashion/ accessories 1.79% 1.71% 4.7%
Books/newspapers/stationery 1.53% 1.50% 2.0%
Convenience stores/ natural & speciality/specialty foods 1.09% 1.02% 6.9%
Cosmetics/ perfume/ health & beauty/pharmacy 1.76% 1.66% 6.0%
Department store or large general store 1.56% 1.51% 3.3%
Discount/ variety retail/ warehouse clubs 0.91% 0.87% 4.6%
Electrical goods/ computer centre/ electronics store 0.97% 0.94% 3.2%
Footwear/ shoes/ sports goods & sporting goods 0.67% 0.66% 1.5%
Furniture/ textiles/ floor & window coverings 1.00% 0.99% 1.0%
Jewellery/ watches 0.86% 0.83% 3.6%
Liquor, wine beer/off-licence 0.91% 0.90% 1.1%
Supermarket/ hypermarkets/ large grocery 1.03% 1.00% 3.0%
Office products 0.94% 0.89% 5.6%
Toys and games/ hobby and craft 1.22% 1.19% 2.5%
Vehicle/auto parts/hardware/DIY/building materials retail 1.74% 1.70% 2.4%
Video/ music/ games software 1.69% 1.64% 3.0%
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Figure 5.3

Asia Pacific: Sources of Retail Shrinkage 2009

(Total Losses $ 17.9 billion)

Internal Error

$3.3 billion
18.3% o
Suppliers/
vendors
$1.4 billion .
7.6% __ Shoplifters
$9.2 billion
51.5%
Employee Theft
$4.0 billion
22.6%
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The highest increases in shrinkage occurred in convenience
stores/natural & speciality/specialty foods (+6.9%) and
cosmetics/perfume/health & beauty/pharmacy (6.0%). No
sectors were able to achieve overall reductions in shrinkage,
although the smallest increases were found in furniture/ textiles/
floor & window coverings (1.00%) and liquor, wine beer/oft-
licence (+1.10%).

The results given in Table 5.2 are, of course, average shrinkage
rates for specialist retail businesses rather than product
categories. For example, although Table 5.2 shows that Asia-
Pacific liquor, wine beer/off-licence stores have an average
shrinkage rate of 0.91%, food stores in the region suffered
higher shrinkage losses on alcohol as a category of 1.33%
(Table 1.14, Part I).

SOURCES OF RETAIL SHRINKAGE

The total costs of retail crime and waste loss in Asia-Pacific
was almost $17.9 billion. Their perceived causes are shown in
Figure 5.3 and by country in Table 5.3.

The largest source of loss in Asia-Pacific was shoplifters,
estimated to cost $9.2 billion or 51.5% of total shrinkage,
compared with the global percentage of 42.5%.

Employee theft was seen to account for 22.6% of shrinkage or
$4.0 billion in total. The proportion globally was 35.5%.

Suppliers’ and vendors’ fraud including losses in the distribution
chain was estimated to cost Asia-Pacific retailers $1.4 billion in
shrinkage (7.6% of the total).

Lastly, retailers reported that internal error or administrative
error, which included accounting mistakes, pricing errors, and
process failures caused 18.3% of shrinkage losses ($3.3 billion),
rather higher than the global percentage of 16.4%.

There were significant differences between Asia-Pacific
countries about the perceived causes of shrinkage (Table 5.3).
Employee theft in Australia, for example, was regarded as
being responsible for 40.8% of shrinkage losses - rather greater
than customer theft, seen as comprising 35.1% of shrinkage. In
contrast employee theft was thought to be responsible for only
18.3% of shrinkage in Japan and 18.6% in China.



Table 5.3

Asia-Pacific: Percentage Sources of Retail Shrinkage by Country 2009

Shoplifters Employees Suppliers/vendors Administrative Error Totals
Australia 35.1% 40.8% 6.0% 18.1% $2,167
China 47.5% 18.6% 9.2% 24.7% $1,089
Hong Kong SAR 51.8% 24.3% 5.9% 18.0% $294
India 45.2% 23.3% 8.9% 22.6% $2,625
Japan 57.6% 18.3% 7.5% 16.6% $9,643
Malaysia 49.3% 23.5% 8.2% 19.0% $266
Singapore 52.6% 24.3% 7.3% 15.8% $170
Taiwan 53.7% 24.2% 6.3% 15.8% $576
Thailand 46.6% 25.6% 8.1% 19.7% $1,062
Asia-Pacific 51.4% 22.6% 7.6% 18.4% $17,892
Global Totals 42.5% 35.5% 5.6% 16.4% $114,823

Compared to the rest of the world, Asia-Pacific retailers had
suffered rather less from the global increase in shoplifting: only
30.4% of them thought shoplifting had increased over the last
year compared to global figures of 41.2% - although 30.4% is still
a very high increase in shoplifting. The countries with the largest
proportion of shrinkage attributed to shoplifting were Japan
(57.6% of shrinkage), Taiwan (53.7%) and Singapore (52.6%).
China and India had the highest proportions of shrink attributed to
internal error or process failures (24.7% and 22.6% respectively)
and Taiwan and Singapore (which were both 15.8%) the lowest.

These estimates of the different sources of retail shrinkage
are credible, but are based on the opinions of retail security
specialists, rather than being established facts.

APPREHENDED SHOPLIFTERS AND
DisHONEST EMPLOYEES

Asia-Pacific retailers tend on average to apprehend fewer
thieves than other parts of the world. The number of thieves
apprehended in the region was 153,210 or 2.6% of the total
number apprehended globally by retailers, even though Asia-
Pacific retail corporations collectively are responsible for 15.6%
of worldwide retail shrinkage.

The majority of people apprehended (Table 5.4) by Asia-Pacific
retailers were shoplifters. There were 133,956 shoplifters
apprehended by Asia-Pacific retailers (87.4% of Asia-Pacific
store thieves). The number of employee thieves apprehended
was 19,254 (12.6% of the total).
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Table 5.4

Number of Thieves Apprehended by Asia-Pacific Retailers 2009

Shoplifters Employees thieves Totals
Number Average Amount Stolen Number Average Amount Stolen Number
($) per Incident ($) per Incident
Asia-Pacific 133,956 $69.27 19,254 $376.15 153,210
Percentages 87.4% 12.6% 100.0%
Global Totals 4,960,578 $225.90 837,650 $1,889.02 5,798,228
Percentages 85.6% 14.4% 100.0%

Shoplifting incidents involved an average value of $69.27
compared to the average admitted or estimated by employee
thieves of $376.15 (more than five times higher). These
averages are much lower than the global averages for
shoplifting ($225.90) and employee theft ($1,889.02).

The data summarized in Table 5.4 have been provided by
retailers irrespective of whether those apprehended have been
dealt with by the criminal justice system.

RETAIL LOSS PREVENTION
AND SECURITY SPENDING

Retailers spent $2,517 million on loss prevention to prevent
crime and apprehend offenders in the Asia-Pacific countries
for the twelve months ending in June 2009 (Table 5.5). This
was equivalent to 0.17% of Asia-Pacific retail sales. The global
average is 0.31% of retail sales.

Security spending in Australia as a percentage of sales (0.35%)
was higher than elsewhere in Asia-Pacific, although compared
to 2008 this was a fall of 12%. Security/loss prevention
spending as a proportion of sales was lowest in Thailand
(0.13%) and Japan (0.14%).

Asia-Pacific retailers spent $1,650 million on operational/
current costs (payroll and services) and $867 million on capital
(security equipment, IT and other long-term assets). As a
percentage of sales, operations/current loss prevention spending
was 0.11% of sales and capital 0.06% of sales.
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Across the whole region and in common with other parts of Figure 5.4
the world the most important budget heading was security
personnel, costing $1,265 million or 50.2% of total loss
prevention spending (Figure 5.4), an increase compared to
48.3% in 2008. Other LP Spending

Asia-Pacific: Security Spending 2009

(Total $2.5 billion)

$169 million G
Retailers spent $653 million on directly-employed personnel 6.7%
(25.9% of loss prevention spending) and $612 million on

Direct employees
— $653 million
25.9%

third-party employees (24.3%). In most other regions, retailers Security

spend more on contract personnel than on directly-employed equipment™._
$ 867 million

personnel. 34 5%

Spending on security equipment including depreciation was
comparatively high at $867 million or 34.5% of loss prevention
spending, a proportionate reduction of 10.3% compared to

2008 but still the highest percentage of any region. Retailers Contract
also committed $216 million (8.6%) to armoured vehicle cash / employees
collection, and the remainder of spending on ‘other’ projects Armored cat $ 612 million
> - ) collectiom 24.3%
amounted to $169 million (6.7% of the security budget). $ 216 million
8.6%

Table 5.5

Loss Prevention and Security Costs 2009

(Values in million U.S. $)

Loss Prevention and Operating Costs. Capital LP Costs as
Security Costs Current Cost Totals Totals Percentage of Sales
Australia $499 $350 $149 0.35%
China $185 $161 $24 0.18%
Hong Kong SAR $73 $59 $14 0.23%
India $158 $124 $34 0.19%
Japan $1,342 $763 $579 0.14%
Malaysia $31 $26 $5 0.19%
Singapore $33 $20 $13 0.23%
Taiwan $116 $92 $24 0.18%
Thailand $80 $55 $25 0.13%
Asia-Pacific $2,517 $1,650 $867 0.17%
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THE CosTs oF RETAIL CRIME IN ASiA-PAcIFIC

‘Shrinkage’ includes internal or administrative error and
therefore includes more than retail crime. The costs of retail
crime shown in Table 5.6 focus on crime-based losses,

excluding administrative error. Because loss prevention spending
by retailers is caused by the existence of crime, we count it here
as a cost of crime.

The total costs of retail crime amounted to a total of $17,123
million in the Asia-Pacific region.

Shoplifting cost retailers $9.2 billion, employee theft and fraud
$4.0 billion, suppliers’ and vendors’ frauds almost $1.4 billion
and the costs of loss prevention were $2.5 billion.

These costs of crime are equivalent to an annual tax imposed by
criminals on honest shoppers in every household.

STORE AUDIT SCHEDULES AND LP COMPLIANCE

In Asia-Pacific, 68.0% of retailers had a schedule of loss
prevention store audits in place, an increase of more than 5%
compared with last year’s total; this itself was +9.4% higher
than the previous year (Table 5.7). Amongst those retailers that
carried out regular security audits, 53.9% did so more than
three times per year (in practice six times or more) compared
to 14.1% that conducted audits three times or less every year.
Although a lower proportion of Asia-Pacific retailers carried

Table 5.6

Costs of Retail Crime in Asia-Pacific 2009

(U.S. $ millions)

Shoplifters Employees Suppliers/vendors Loss Prevention Totals
Australia $761 $884 $130 $499 $2,274
China $517 $203 $100 $185 $1,005
Hong Kong SAR $152 $71 $18 $73 $314
India $1,186 $612 $234 $158 $2,190
Japan $5,554 $1,765 $723 $1,342 $9,384
Malaysia $131 $62 $22 $31 $246
Singapore $89 $42 $12 $33 $176
Taiwan $310 $139 $36 $116 $601
Thailand $495 $272 $86 $80 $933
Asia-Pacific $9,195 $4,050 $1,361 $2,517 $17,123
Global Totals 348,862 340,713 36,423 $24,548 $120,546
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Table 5.7

LP Compliance and Store Audit Schedules 2009

Frequency of Audits per annum

Audit schedule in place 1 to 3 times More than 3 times

Asia Pacific 68.0% 14.1% 53.9%

out audits than retailers in other regions, the regional percentage
carrying out audits more than three times annually was similar to
the global average.

The content of store audits may vary and it is not suggested that
a policy of ‘more audits’ is superior to a schedule of one or two
every year.

PROTECTING THE MOST-STOLEN MERCHANDISE

The measures used by Asia-Pacific retailers to protect their 50-most
stolen product lines (SKUs) from theft are shown in Table 5.8.

On average Asia-Pacific retailers did not protect 34.2% of their
most-stolen lines, a rather higher proportion than other regions
(the global figure was 28.0%), although the Asia-Pacific 2009
average was down by 7.8% compared to last year.

Table 5.8

Protecting the 50 Most-Stolen Product Lines 2009

Asia Pacific Averages Sub-totals Global Averages
Percentage of lines not protected 34.2% 34.2% 28.0%
EAS hard tags 15.6% 13.5%
EAS soft or paper tags 8.5% 12.4%
EAS source tagging 3.7% 9.3%
3-alarm accessories 1.9% 29.7% 4.5%
Keepers/safers, locked boxes, product alarms 10.4% 12.1%
Displayed in locked cabinets or shelves 10.2% 6.9%
Chains, cables, loop alarms 5.9% 4.7%
Dummy cartons or ticket systems 4.8% 3.9%
Other protection device 4.8% 36.1% 4.7%

89



90

The protection methods used for the 65.8% of goods that were
specifically protected mainly consisted of EAS and various
different physical security systems. EAS, electronic article
surveillance, was the most widely-used method, being used to
protect 29.7% of all items. EAS hard tags were used on 15.6%
of the most-stolen items, soft or paper tags on 8.5%, and 3.7%
of the most stolen items were protected by EAS source tagging,
applied at the time of manufacture or final processing. 3-alarm
accessories as specialist protection was used on 1.9% of all
highly-stolen items. These figures are not comparable with
last year’s data, because of the new countries surveyed and the
changes made to the categories.

Display in locked cabinets or shelves were used for 10.2% of
the most-stolen merchandise, a higher proportion than elsewhere
(the global average is 6.9%). Dummy cartons or ticket systems
were used on 4.8% of the most-stolen product lines and chains,
cables and loop alarms were used on 5.9%. Other significant
methods included keepers/safers, locked boxes and product
alarms, which increased in 2009 to protect 10.4% of the most-
stolen items. ‘Other’ methods of protection were used with 4.8%
of items.

PoLicies To DEAL wiTH THE RECESSION

Retailers were asked to say whether they have implemented
or plan to introduce one or more of seven distinct policies

to help respond to the crime and shrinkage issues caused by
the recession. There may of course be other strategies which
retailers are putting into place.

In common with other regions, ‘employee training to spot and
deter theft” was the only policy (table 5.9) that the great majority
of respondents had already put in place. 82.4% had already
started training retail employees in crime prevention, and 91.2%
planned to do further work in staff training. Other areas of
interest included ‘new CCTV video surveillance’ (15.8% had
already introduced this and 26.1% of retailers planned to do so)
and ‘pre-hiring screening for employees’ (16.5% had introduced
and 20.3% planned to), the latter reflecting increasing concern
about employee theft and fraud. In addition to the substantial
take-up of ‘more employee training’, the remaining policies had
been introduced already by a significant minority of retailers,
with up to one-quarter planning to make use of each policy in
the future. This was true even for costly strategies such as hiring
more in-store loss prevention employees.



Table 5.9

Asia-Pacific: Policies to cope with recession

Asia-Pacific Global
Implemented Planned Implemented Planned
More employee training to spot and deter theft 82.4% 91.2% 71.4% 79.3%
Pre-hiring screening for employees 16.5% 20.3% 20.4% 20.4%
New CCTV video surveillance 15.8% 26.1% 15.9% 28.7%

Hiring more in-store LP employees 11.0% 17.3%

16.1% 15.7%



APPENDIX

SURVEY METHODS

OBJECTIVES

The objectives of the Global Retail Theft Barometer are to
capture the extent of crime-related losses and shrinkage suffered
by retailers throughout 41 countries in Middle East/Africa,
Asia-Pacific, Europe, North America, and Latin America and

to note trends both in the scale of losses and in the security
policies adopted by companies. This study has been funded

by an independent grant from Checkpoint Systems, Inc., as a
contribution to discussion within the sector.

THE QUESTIONNAIRES

The loss prevention managers or finance directors of 4,200 of
the major retailers in the countries being surveyed were sent a
questionnaire for completion. The questionnaire consisted of
30 questions. Anonymity was guaranteed. The questionnaire
was in Cantonese, English, French, German, Italian, Japanese,
Mandarin, and Spanish and was available on-line.

ConTACT DETAILS

The names and addresses of the companies were drawn from
a combination of commercial lists and the Centre’s own list of
retailers.

CRross SECTION BY COUNTRY AND BY TYPE

The final composite list covered the major retailers in the 41
countries, drawn from all types of retail business. The number
of questionnaires sent out to retailers in each country was
proportional to the size of the retail industry in that country. The
growth of cross-border and international retailing meant that

a number of respondents would naturally have been providing
information about more than one country. The results for
Luxembourg were included with Belgium in order to protect
commercial confidentiality and the results for Latvia, Lithuania
and Estonia were combined (as before) as ‘Baltic states’. No
political implications should be drawn from the process of
grouping certain states or from the inclusion or non-inclusion of
any country.
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The terms ‘Europe’, Asia-Pacific’, ‘North America’ and

‘Latin America’ are all used here as geographical expressions;
no political implications are intended through the use of this
terminology. No political conclusions should be drawn from the
groupings used, or from the inclusion or non-inclusion of any
country in this study.

THE RESPONSE

1,069 useable returns were provided by retailers. By

continent, 201 responses were received from North American
corporations, 67 from Latin America, 567 from Europe, 38 from
Middle East/Africa (two countries), and 196 from Asia-Pacific.
The number of returns made by retailers in each country and

the collective scale of those retailers that responded can be seen
in the accompanying Table. The retailers who completed the
questionnaires were collectively responsible for combined sales
of $822.8 billion and operated 121,741 retail outlets.

COLLATING THE DATA

Retailers were allocated to one of 16 types of business. A
distinction was made between a ‘nil response’ (no reply was
entered to a question) and ‘0’. The ‘0’ was counted but not the
nil response. The data provided was consistent (no responses
needed to be abandoned because of material error), but it should
be noted that there were significant differences between retailers
in the same country.

CALCULATING THE RESULTS

In a survey of this type there is a danger that a small and
unrepresentative number of respondents can influence the
average — either exaggerating a ‘trend’ or minimizing a
problem. To avoid this, we have not used simple arithmetic
averages, but have weighted each reply in accordance with the
sales of the company involved. Thus the shrinkage result for
Germany is not a simple addition of the average shrinkages

of the companies which reported, but each result has been
weighted so that the shrinkage of a $500 million retailer is
calculated at five times more than a $100 million corporation.



CouNTRY WEIGHTINGS

The results of retailers in each country have been weighted in
proportion to the total retail sales of that country to prevent
differences in the response rates between countries affecting the
overall result.

SHRINKAGE

‘Shrinkage’ or ‘shrink’ is an accountancy figure, reflecting the
difference between the financial revenue the business should
have received (based upon inventory and purchases) and the
amount actually received. Shrinkage losses are caused mainly
by people stealing goods or money from the company but also
by a range of small or large process errors, accounting lapses,
and pricing mistakes that produce apparent inventory losses.
In addition to the actual loss of inventory, declared ‘shrinkage’
rates will also be affected by company policy, accounting rules,
and tax regulations that will influence practice and account for
some differences in results.

Although ‘shrinkage’ is often used as a proxy for retail crime it
is not identical to crime against shops because it includes error
and waste as well as crime. It is a convenient figure used almost
universally by retailers for management-control purposes.
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Appendix

Corporations Responding to GRTB 2009 By Country

Number Total Sales of Respondents
of Respondents Store Numbers (U.S.$ billion)
Canada 24 2,732 $11.205
U.S.A. 177 57,353 $280.557
North America 201 60,085 $291.762
Argentina 14 614 $2.219
Brazil 25 895 $4.089
Mexico 28 3,183 $8.864
Latin America 67 4,692 $15.172
Morocco 16 436 $0.121
South Africa 22 1,197 $3.884
Middle East/Africa 38 1,633 $4.005
Australia 22 1,156 $23.399
China 46 992 $5.859
Hong Kong SAR 7 90 $2.234
India 33 1,285 $7.383
Japan 16 2,956 $9.272
Malaysia 19 331 $1.339
Singapore 17 425 $1.287
Taiwan 15 2,629 $4.533
Thailand 21 3,310 $3.774
Asia-Pacific 196 13,174 $59.080
Austria 19 881 $8.448
Baltic States 15 394 $1.503
Belgium/Luxemburg 26 1,450 $13.805
Czech Republic 19 740 $6.907
Denmark 19 1,192 $5.708
Finland 17 753 $7.432
France 54 6,277 $32.642
Germany 46 4,694 $100.819
Greece 20 791 $13.611
Hungary 18 953 $8.693
Ireland 21 358 $2.373
Italy 32 1,812 $35.523
The Netherlands 25 1,327 $29.286
Norway 29 957 $13.131
Poland 27 1,462 $11.793
Portugal 21 1,159 $5.110
Slovakia 16 472 $3.485
Spain 28 2,394 $21.947
Sweden 19 1,773 $8.745
Switzerland 29 2,177 $12.157
Turkey 19 2,866 $4.698
United Kingdom 48 6,775 $104.937
Europe 567 42,157 $452.803
Grand Totals 1,069 121,741 $822.822
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THE CENTRE FOR RETAIL RESEARCH

The Centre for Retail Research is an independent organization providing research and consultancy for the retail sector. It has carried out a
range of studies dealing with the costs of crime and the application of electronic and computerized systems to combat shop theft and fraud
in many parts of the world.

The Global Retail Theft Barometer has been written by Professor Joshua Bamfield, Director of the Centre. He has researched retail crime
issues since the mid-1980s and has written extensively on this topic.
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