


Rice Rip-Off
Employees Clean Out The Mill

A rice-stealing operation recently was uncov-
ered at the mill of a major food distributor,
representing losses to the company of at least
$160,000 over four years’ time and involving
ten or more employees and former employees.
The ring was stealing as much as two tons of
rice from the mill each night.

An employee informant revealed to manage-
ment that several persons working on the
night shift were stealing rice almost every
night and selling it to restaurants and other
businesses in the area. To confirm the infor-
mant’s story, company executives hired a
private investigative firm. Agents were placed
inside the mill and on outside surveillance.
They also posed as buyers for the stolen rice.

The agent placed inside the mill worked as a
night shift employee and was told by other
mill employees shortly after starting the job
that stealing was going on. The men involved
were making little effort to hide the stealing
from their supervisors and other employees,
and the foreman himself was accepting money
to ignore the thefts. Several employees were
also drinking openly and using drugs on the
job.

Rice was stolen from the mill by several
methods. Sweepings from the floor were
bagged in 100-pound bags and sold as animal
feed; clean rice was taken from scales, over-
flow bins and hoppers and sold to restaurants.
Employees also drove forklifts with bins full
of rice to their pick-up trucks and dumped
the cargo directly into the back. The investi-
gating agent reported one incident in which a
hopper became jammed and was ‘‘repaired” in
a way that deliberately scattered good rice all
over the floor. Employees bagged the rice
they wanted and picked it up on their way
out of the mill at the end of the shift.

An agent posing as a rice buyer made contact

with a retired mill employee who was sus-
pected of selling rice that he obtained from
someone inside the plant. The suspect claimed
that he still visited the mill frequently and
kept his contact there, and promised the
agent that he could obtain as much rice as the
agent needed, anytime he needed it, and that
he would sell it to him for about one-half the
wholesale price. The agent placed several
orders for stolen rice to confirm the suspect’s
claims, and kept receipts to document the
sales which provided evidence in the case.

Additional agents were placed outside the mill
to survey vehicles entering and leaving the
area. They noted that many trucks loaded
with what appeared to be rice left the plant
during the night shift. Another agent photo-
graphed one of the suspected employees sell-
ing rice to a local business, providing further
evidence for the case. Within a few weeks
the investigative firm obtained enough proof
to convince the mill’s management that steal-
ing was indeed taking place, and on a very
large scale. When the employees of the mill
were interrogated by the investigative firm,
the statements obtained showed that
$160,000 worth of rice had been stolen by
the ring. The mill’s management will now be
able to make a claim with the bonding com-
pany to recoup their losses.

The management of this company wanted to prove
that stealing was taking place in order to terminate
the guilty employees and put an end to a costly series
of losses. But in cases such as these, simply firing
those who were stealing will not solve the problem.
Information supplied by investigators should be
studied to determine why and how the thefts oc-
curred. Systems must be designed to monitor the
flow of goods to and from the facility. Inventory
controls must be introduced to detect shrinkage
before it develops into an expensive pattern of
loss. Without such deterrents, chances are good that
the next group of employees will steal as well.



TheLipman Report.

Behind The Statistics

Paying the High Cost of Crime

The FBI’s preliminary report on the 1980
Uniform Crime Index provides yet another
chilling set of statistics about the extent of
crime in America. Violent crime has taken its
biggest jump in 12 years, with an overall
increase of 13 percent and across-the-board
hikes for murder, rape, robbery and assault.
The overall crime index, which includes both
violent crimes and the more-frequent proper-
ty crimes, rose by 10 percent. Robbery was
up 20 percent in just one year’s time.

Unfortunately, these dramatic increases can-
not be written off as ““media hype.”” The
Uniform Crime Index is based on crimes
reported to law enforcement agencies, which
voluntarily submit the data to the FBI. The
figures are drawn from more than 12,000
agencies across the country, but, if anything,
the numbers are low. They make no allow-
ance for crimes that for one reason or another
are never reported to the authorities.

Who is affected by these increases? Big cities?
Yes, but not exclusively. The largest increase
— 14 percent — was reported for cities with

a population of one million or more. But the
crime rate was also up 12 percent in rural
areas and nine percent in the suburbs. The
South led all regions of the country with an
11 percent increase over 1979; the West was
a close second with 10 percent, followed by
the North Central and Northeastern regions.
Skyrocketing rates for murder and robbery
in cities like Miami and San Francisco indicate
that northern industrial centers no longer
have a corner on the crime market.

Statistically, one person in three has been
touched by the surge in criminal activity.
But even those who have escaped the trauma
of burglary or the horror of assault pay the
rising costs of crime. We pay psychologically
in fear and frustration; we pay from a prac-
tical standpoint in dollars and cents. Experts

say crime costs American taxpayers more
than $26 billion per year. That figure includes
expenses incurred for police, the courts, cor-
rections and legal services. It includes salaries
for 1.2 million justice employees at the local,
state and federal levels. And thanks to infla-
tion and steady increases in the crime rate,
the toll continues to mount.

Of course, the cost of crime doesn’t stop with
taxes. The costs of robbery, theft, embezzle-
ment and all other crimes against business are
ultimately passed along to the consumer. As
inventory shrinkage rates soar, so does the
cost of doing business. Insurance prices sky-
rocket for individuals as well as companies,
and prices for goods are raised accordingly.
In terms of direct costs, businesses are feeling
the pinch of crime as never before. It is esti-
mated that more than $50 billion per year is
stolen from American companies by their
own employees. A recent study reports that
50 percent of all people working in commerce
and industry are involved in some form of
stealing. The same study cites employee theft
as the nation’s biggest single cause of business
failure.

The problem of crime in America is more serious than
a recital of numbers can indicate. But the latest FBI
statistics reflect trends in criminal activity that should
concern all business leaders. As the costs of crime
continue to rise, companies must examine the role
they play in providing protection for employees and
assets, and, if necessary, seek professional consulta-
tion for improving security measures.
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