CRIME STATISTICS
Calculating Your Risks
….and Your Return on Investment
in Security
There are presently 138,952,000 people employed in the
United States. The Gross Domestic Product is 14.4 trillion.
Using these two data you can calculate what percentage of
the total your business represents. For example, a hospital
may have 7500 employees and revenues of $780M per year.
(Real figures based on Einstein Hospital in Philadelphia.)
Based on employees this is .00539% of the workforce and
based on revenues it is .00541% of GDP. If you have
75 employee and 7.8 million revenues, then you are
.000054% of the economy.
The U.S. Dep’t of Commerce estimates 50
billion/yr. as the cost of employee theft to
business (excludes embezzlement, fraud and
arson). The Amer. Soc. Industrial Security pegs it at
100 billion. The F.B.I.’s estimate is shrinkage alone of 10 –
150 billion (excludes other crimes) and total of 700 billion
(includes embezzlement and fraud). We will use 100
billion as a reasonable summary of these. Employee theft
is roughly one-half of the total, the rest being external
theft, burglary and vandalism. This brings the total to 200
billion. Adding phony worker’s comp and slip and fall
claims increases the figure to 300 billion per year. Not
included in the figures are the victimized company’s
resultant lost administrative time, lost production time,
possible loss of business, added maintenance costs,
expenditures on security and increased insurance
costs. As a reasonable guess at those costs we
will increase the 300 billion to 375 billion. This
means that if you have 75 employees and 7.8 million
revenues your share of victimization on average is
$187,500 per year. You are probably not aware of most
of it as will be explained below. This is 2.4% of your gross
business revenues. This is a conservative estimate. The U.S.
Chamber of Commerce estimates that theft, arson, sabotage,
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vandalism and related crimes cost
businesses 5% of gross. The U.S.
Small Business Administration
estimates shrinkage alone as more
than 4% of gross.
About half of the losses are due to internal sources, namely
employee theft. Yet only one in twenty-eight (1:28.4)
employees are apprehended for theft. (Hayes International
“Security Study 2009”). This means that an incredible 96% of
perpetrators get by undetected. This corresponds numerically
very closely to the fact that businesses lose about 26 times
more than they spend on security.
Dollars are spent where return is
perceived. The failure to detect and
perceive greatly disturbs and defeats
informed, intelligent investment.
One study (Kuratko et al, 2000) found
typical small businesses spent $7,805 per year on security
measures, representing 1/25th of their typical yearly losses
($195,125). (As cited in Journal of Management and
Marketing Research; The Impact of Crime on Business: A
Model of Prevention, Detection & Remedy — Dr. Martin S.
Bressler). [Note that “small business” is generally up to 500
employees and $7M sales but varies by industry; for example
general construction would be up to $30M sales].
The Nat’l Fed. of Independent
Businesses reports that 52% of
businesses will be victimized in the
next three years. The U.S. Chamber
of Commerce reports that 30% of
small business failures are the
result of crime.

continued on page 2
©2011 Perimeter Protective Systems, Inc.

continued from page 1

The above figures did not include arson, which is
separately compiled. The average industrial arson
costs $212,388. Also, tragically, firefighters lose their
lives in these fires each year. There are about 31,000
non-residential arsons per year. About 70% of
businesses involved in a major fire either do not
reopen or fail within 3 years of fire.

that the crime statistics underreport the real extent of crime
since small “employee benefit” thefts — a deli worker
stealing a sandwich or an employee using phones for
personal calls or even small stolen items are never reported.

(Return - Capital) / Capital) × 100%
= Rate of Return

Also not reflected in the cost figures above, since they
are not technically crimes against business, are the
18,000 workplace assaults per week reported by
the F.B.I. Obviously this environment has a
seriously deleterious effect on production and
corporate climate.

If the investment of $93,750 per year resulted in
eliminating the $187,500 losses that would be
a 100% return on investment. If the investment
was half that — only $46,875, it would be a
300% R.O.I. If the cost was half that — $23,437,
it would be a 700% R.O.I.

If you sampled 25 business in a given year,
24 may be unaware of any major loss. Actually they
had losses but no detection and reporting. But if 24 in
fact had no losses, then the 25th suffered a catastrophic
loss of 100% of gross revenue. This is the meaning of the
total sample showing an average loss of 4% (1/25th) of
gross revenues.

Investments which can yield 10% to 20% per year are very
good ones. Nothing has a higher R.O.I. than security.
But most business owners and managers will not be aware
of the losses that are happening or the risk that they may
accumulate over time and hit catastrophically one year. The
statistics compiled nationally from the F.B.I. and other
sources in this article don’t tell a lie.
There are two reasons why management is not aware of the
losses. One is that it isn’t pretty to look at and many
executives prefer to focus on positive things. But it may be
lopping off a third of the company profits each year. Dealing
with it can be the quickest way to increase bottom line
profits yearly. The other reason is the way that financial
reports are done and how losses are unwittingly buried by
the bookkeeper in other account and line items.
(http://www.perimeterprotectivesystems.com/articles/profitloss-statement-hides-actual-losses-opportunities) This is
completely separate from and not a part of intentional
bookkeeping frauds or white collar crimes.

Rate of Return on Security
Investment

This article has had as its scope only physical crimes and
excludes fraud, embezzlement, and intellectual property theft
and cyber crime. These are important areas which should be
addressed by experts in the appropriate fields.

Given the above data we have seen that a business with 75
employees and approximately 8 million in revenues is losing,
conservatively $187,500 per year, and possibly as much as
$300,000 per year. We will use the conservative figure.
Incidentally, all of the sources and agencies cited above state
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