Consumers, Workers Shoplift as Economy Slows 
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(USA Today) -- One morning last month, the manager of a Stop & Shop in Methuen, Mass., noticed a man, along with his young daughter, leave the store without paying for several bags of shrimp. When police arrived, they found something else on him, too: 20 cans of baby formula. 

Call it a sign of the times. Steadily and alarmingly, shoplifting seems to be rising at many retail chains, and experts are pointing at a prime cause: the sputtering economy. 

"Wages aren't keeping up with inflation, especially the price of food and energy," says Diane Swonk, chief economist at Mesirow Financial. "It just leaves less money for everything else, and that breeds a lot of temptation." 

Retail and law enforcement experts agree that they've seen an increase in store theft during the current slowdown -- and not only from customers. 

"It's clear that both employee theft and shoplifting are up," says Richard Hollinger, professor of criminology at the University of Florida who compiles the annual National Retail Security Survey. "The most recent rise is being driven by the economy. A lot of people are on the financial edge." 

When 116 retailers were surveyed recently about shoplifting, 74% said they believed that shoplifting incidents last year had risen from 2006, according to the National Retail Federation. 

And when a smaller group of retailers were asked about shoplifting so far this year, nearly all said it has continued to rise, says Joe LaRocca, vice president of loss prevention at the National Retail Federation. They also said they felt the economy had been a contributing factor. 

All told, retail theft is estimated to cost about $40.5 billion a year. And the rest of us, already squeezed by higher gas and food prices, end up paying for it: Stores pass on much of their losses to customers in the form of higher prices. 

"Retailers can't afford to just eat that loss," Hollinger says. "Their margins aren't large enough. So this hits right on the bottom line, and they're trying to plug up all of these leaks, because the economy is so tight." 

Among the reasons the sluggish economy is thought to be contributing to rising shoplifting by customers and store employees: 

•Rising prices and growing debt. "Unfortunately, it's to be expected that when the economy moves into a slowdown, and families have difficulties meeting week-to-week and month-to-month bills, shoplifting is going to go up," says Bruce Hutchinson, professor of economics at the University of Tennessee at Chattanooga. 

Most police departments don't collect data on the profiles of shoplifting suspects. But some who deal directly with the problem say they've detected a shift. 

"In general, the shoplifter of the past was mostly trying to fuel a drug habit," says Sgt. Alfred Pratt of the Shrewsbury, Mass., Police Department. "But we've seen a change as the economy has declined. More common, everyday items are being stolen, such as groceries." 

The district attorney's office in Knoxville, Tenn., says it's seen a similar change. "We get a lot of shoplifters, and I see the trend upward," says Samyah Jubran, a Knox County assistant district attorney general. 

Now, she says, there's more food theft, and it tends to come from repeat offenders, many of whom seem to be struggling with financial issues. 

•Fewer store clerks. Squeezed by the tightening economy, stores are looking to trim costs. One easy way is to reduce the number of sales clerks on the floor. With fewer employees greeting people at the door and watching shoppers walk the aisles, it's easier for shoplifters to grab and stash merchandise. 

In April, when about two dozen retailers were asked about store theft so far this year, LaRocca says, most said they thought that reduced sales and staff cutbacks had been a contributing factor to the rise in theft rates, involving both consumers and employees. 

If stores "don't have a lot of people on duty in the store, particularly in these big-box stores," Hollinger notes, "it leaves what are called dead zones. That's where shoppers can stuff things up their shirts or in their pocketbooks, take off the tags, and do all sorts of things." 
With fewer employees promoting merchandise, some retailers have felt the need to unlock and display high-price products, such as jewelry and watches, outside their usual glass cases. That might help spark more sales. But it's also likely to lead to more theft, says Mike Keenan, director of loss prevention at Mervyn’s department stores. 

Job turnover, whether of sales associates or store managers, is a leading predictor of employee theft, Hollinger says. In 2006, retailers estimated that employee theft had caused 47% of their company losses, according to his most recent National Retail Security Survey. Hollinger's survey found that employees accounted for nearly half the total cost of retail theft. 

Many employees who are caught are dismissed but not prosecuted. 

"After dismissal, most are also required to provide civil recovery and pay restitution," Hollinger says. "Just because retailers don't always prosecute does not mean that they do not know where their merchandise and money is going." 

•Rise in organized retail crime. The economic slowdown has led many shoppers to seek deeply discounted products through the Internet, says Paul Jones of the Retail Industry Leaders Association. Exploiting the opportunity, criminal teams are zeroing in on retail products and selling them cheaply, authorities say. 

"It's become more lucrative for them," Jones says. 

Gangs of professional thieves account for $15 billion to $30 billion in retail losses every year, the FBI and the retail federation estimated in 2005. 

This year, 85% of retailers said they thought they'd been victims of criminal enterprises in the past 12 months, according to a survey the retail federation released this month. 

The Internet has made it much easier for thieves to sell more stolen items, because "they used to have to sell at a garage sale or flea market or through a fence, and those were generally local," Keenan says. Now, he notes, it's easier to use the Internet to unload products across the country and the world. 

Many people are willing to grab those deals, even if they suspect they might be buying stolen goods. 

"Consumers are looking for a big bang for their buck," says Swonk, the economist at Mesirow Financial. "If it's stolen goods, they're going to get it at a better price than at the retailer. It's creating another market." 

Questionable medicine 

Yet, doing so could carry health risks in some cases. 

"We've found that many people buy infant formula through different online auction sites," Jones says. "But they don't know if that merchandise is properly stored, if it has the correct date on it or if it is even the right merchandise." 

Last week, after a two-year investigation with the FBI and IRS, the San Jose, Calif., Police Department busted a shoplifting ring whose thieves had stolen merchandise from grocery stores and discount retailers. Products that included Pepcid AC, Claritin and Tylenol were sold on the Internet and at flea markets, police said. 

Last year, the FBI joined with the retail industry, which it relies on for shoplifting data, to pool information and help combat organized retail theft. 

Only in recent years, though, have a majority of retailers been willing to discuss merchandise theft. "In 1991, when we started this process," Hollinger says, referring to his National Retail Security Survey, "it was like root canal." 

But shoplifting and employee theft have imposed such financial burdens on retailers that more of them are seeking answers. 

"It's the single largest category of property crime in America, bar none," Hollinger says. "Bank robberies, car theft? Nothing comes close to this." 

As long as the economy remains weak, many experts think the trend will persist. 

"When the economy is down, shoplifting and other crime go up," says Mark Zandi, chief economist of Moody's Economy.com. "People are losing jobs or moving from a full-time to a part-time job. But they still have the mortgage to pay and the credit cards to pay." 
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