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Executive Summary
Background to the Survey
No representative data on loss prevention covering the GCC region currently exists.
The data presented in this report comes from a survey based upon up to 18 respondents taking
part in an interactive workshop where they could provide feedback in real time via interactive technology on
43 questions relating to loss prevention.
It was not possible to verify the representativeness of the sample so caution needs to be used
when interpreting the results.

Findings
Loss Prevention in an Organisational Context
Virtually all companies had a loss prevention department; largest proportion of heads of loss
prevention reported directly to Retail Operations (33%).
A large proportion had a written corporate policy on loss prevention and an annual target for loss
(78%).
Most had an audit department (72%); the most frequent auditing period was 6 months (50%) and
the majority were carried out internally (56%).
Very few are currently using or planning to use self-scan checkout technologies.
Majority are now offering or planning to offer e-commerce.

Perceptions of Loss Prevention
Respondents felt that loss prevention was generally well resourced and that it was considered a
priority within their business.
However, awareness of the current rate of loss/shrinkage was not thought to be high amongst
senior managers and contact with the CEO to discuss loss prevention was relatively low.
The Retail Operations function was regarded as the most willing group to help with loss prevention,
while Buying/Trading, Human Resources and Supply Chain operations were considered the least
willing.
Relatively few respondents were reaching out to manufacturers/suppliers to seek help to deal with
specific loss problems.

Measuring the Impact of Loss
Respondents included a remarkably wide range of types of loss within their overall loss number – many
more than seen in other regions.
Given this, perhaps it is not surprising that a relatively large proportion thought they knew what the
causes were for a large amount of their losses.
Nearly one-half of respondents thought that 20% or less of their losses were due to malicious
causes such as crime.
Process/admin errors were thought to be the biggest cause of loss (33%).
Most respondents measured their losses at cost price (69%).
A majority could measure their losses at SKU level (56%) although a significant minority could only
do this at store or company level (31%).

THE GCC LOSS PREVENTION SURVEY

When losses were measured at cost price, it was calculated that the overall range was between
0.98% and 1.42%, with the mid-point calculation being 1.21%. If an assumption is made about
overall profit margins, a retail price calculation of this number suggests it could be approximately
1.7% – significantly higher than seen in other surveys carried out round the world.
Most respondents thought that their loss number had decreased from the previous year (57%).

Managing and Responding to Retail Loss
Most had a policy in place to prosecute customers caught stealing and a majority said it was in
regular use.
A similar amount said the same about a policy in place to prosecute staff caught stealing although
fewer said it was in regular use.
Extrapolated data suggests that respondents spent between 0.51% and 0.91% of retail turnover (at
cost prices) on loss prevention, with the mid-point calculation being 0.71%. This is significantly
higher than found in other regions.
Most thought that their budget had stayed the same from the previous year (44%).
When allocating funding it was calculated that between 28% and 47% was spent on human
resources compared with software and hardware. The mid-point calculation was 37%.
There was a high take up of EAS technologies, particularly using hard and soft tags.
A majority were using data mining technologies (53%).
In terms of future loss prevention investment, the largest proportion selected more/better staff
training (38%) followed by audit and process management systems (25%).
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Report Sponsors

JARD specialises in the reduction and prevention of loss in all aspects of your business: whether that be loss of
inventory, assets or sales. Based in Dubai, our unique knowledge and experience in multiple industry verticals
give us extensive understanding of the operating conditions, prevailing legislation, customer dynamics and
competitive landscape across the GCC. JARD is affiliated to Dubai SME.
We provide a comprehensive portfolio of integrated services and solutions designed to mitigate safety and
security risks; decrease operational inefficiencies; improve process compliance and reduce loss throughout
the supply chain.
JARD’s services include 3rd party inventory counts, validation of inventory movement, supply chain and cybersecurity risk assessments, employee and vendor screening, and loss prevention and mystery audits.
Our solutions span across the supply chain and include in-store & e-commerce fraud detection and mitigation,
cybersecurity, video & data analytics, GRC and Incident Management.
For more information about Jard, please visit our website at http://www.jard.me/

JARD specialises in the reduction and prevention of loss in all aspects of your business: whether that be loss of
inventory, assets or sales. Based in Dubai, our unique knowledge and experience in multiple industry verticals
give us extensive understanding of the operating conditions, prevailing legislation, customer dynamics and
competitive landscape across the GCC. JARD is affiliated to Dubai SME.
We provide a comprehensive portfolio of integrated services and solutions designed to mitigate safety and
security risks; decrease operational inefficiencies; improve process compliance and reduce loss throughout
the supply chain.
JARD’s services include 3rd party inventory counts, validation of inventory movement, supply chain and cybersecurity risk assessments, employee and vendor screening, and loss prevention and mystery audits.
Our solutions span across the supply chain and include in-store & e-commerce fraud detection and mitigation,
cybersecurity, video & data analytics, GRC and Incident Management.
For more information about Jard, please visit our website at http://www.jard.me/
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Axis offers intelligent security solutions that enable a smarter, safer world. As the market leader in network
video, Axis is driving the industry by continually launching innovative network products based on an open
platform - delivering high value to customers through a global partner network.
Axis has long-term relationships with partners and provides them with knowledge and ground-breaking
network products in existing and new markets.
Axis has more than 2,600 dedicated employees in more than 50 countries around the world, supported by a
global network of over 90,000 partners. Founded in 1984, Axis is a Sweden-based company listed on
NASDAQ Stockholm under the ticker AXIS.
For more information about Axis, please visit our website www.axis.com

Resolver Protects What Matters™. Over 1,000 of the world’s largest organizations use our cloud software to
protect their employees, customers, supply chain, brand and shareholders. Resolver’s Integrated Risk Management platform helps plan and prepare your organization to limit the likeliness or impact of events from
occurring; this includes Risk Assessment, Enterprise Risk Management, Internal Control, Internal Audit and
Compliance. We also support the response and recovery process when an event does occur; including
Incident Reporting, Incident Response and Investigations. Resolver’s team is comprised of security, risk and
compliance experts supporting customers across 100 countries with offices in North America, United Kingdom and the Middle East.
Over 1,000 organizations world-wide depend on Resolver’s security, risk and compliance software. That’s
about 1,000,000 people using our tools each day. Resolver serve customers across a number of industries and
business needs. From healthcare and hospitals, to academic institutions, critical infrastructure organizations
including airports; utilities, manufacturers, hospitality, high tech and retail.
For more information about Resolver, please visit our website at http://www.resolver.com/

Founded in 1998, Milestone Systems is a global industry leader in open platform IP video management
software. The XProtect platform delivers powerful surveillance that is easy to manage, reliable and proven in
thousands of customer installations around the world. With support for the widest choice in network hardware
and integration with other systems, XProtect provides best-in-class solutions to video enable organizations –
managing risks, protecting people and assets, optimizing processes and reducing costs. Milestone software is
sold through authorized and certified partners.

For more information about Milestone, please visit our website at https://www.milestonesys.com/
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Checkpoint Systems, a division of CCL Industries, is a world-leading manufacturer and supplier of integrated
solutions for increasing product availability in the retail market. Checkpoint offers complete solutions that allow
retailers to get an accurate view of their inventory in real-time, accelerate inventory, avoid out-of-stock situations, and reduce shop theft.
The products and services offered are based on over 45 years of experience with radio frequency technology.
Its core competences include RFID applications (including hardware, software and services), source protection
for consumer goods, solutions for the prevention of loss, and the protection of high-risk products and labeling
solutions. Checkpoint serves the entire process from production to sales shelves.
Checkpoint operates in every major geographic market and employs 4,700 people worldwide.
For more information about Checkpoint Systems, please visit our website at http://us.checkpointsystems.com/

About the Author
Over the last 26 years, Professor Beck has become one of the world’s pre-eminent
specialists in the field of retail loss prevention. Advising retailers across the globe,
his cutting-edge research has provided the retail industry with powerful new
insights into how it can better understand, manage and control the significant
losses it experiences on an annual basis. By developing critical new thinking,
together with innovative management tools and techniques, Professor Beck has
radically redefined how companies can grow their profits through selling more
and losing less.
Currently a Professor of Criminology at the University of Leicester, where until
recently he was Head of the Department of Criminology, he is also the academic
advisor to the influential ECR Community Shrinkage and On-shelf Availability
Group and recently completed a major research project for the Retail Industry
Leaders Association in the USA.
He can be contacted at: mailto:beckbrc@gmail.com
Other recent publications include:
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Background to the Survey
Over the last 20 years or more, surveys have been carried out around the world seeking to understand
how retail companies experience retail loss and the measures they take to prevent it. Recent examples
include the Global Retail Theft Barometer, the National Retail Security Surveys in the US and the ECR
Europe Shrinkage Surveys. While most tend to focus upon a particular country or region, none to date
have covered the Gulf Co-operation Council (GCC) region. The nearest was the 2011 Global Retail Theft
Barometer which had a category of ‘Middle East/Africa’, but was actually based upon 41 responses from
just Moroccan and South African retailers – hardly representative of the Middle East.
These surveys can be useful in understanding how retailers are thinking about the problem of loss and
the specific types of approaches that are being used. They are also useful for tracking these trends over
time. As such they can offer an extremely useful benchmark for individual retailers to compare themselves against. Of course, the local retail context, prevailing social, cultural and operating practices all
influence how people respond to these types of surveys and so to date, retailers in the GCC region have
had no reliable context-specific loss prevention benchmarks to compare themselves against.
The purpose of this report, therefore, is to provide the region with some context-specific loss prevention
data to enable a more informed understanding of how retailing is being affected by the issue of loss to
be drawn. Initial efforts to try and complete this survey via a e-questionnaire and an online survey
foundered on concerns about data sensitivity and a general reluctance in the region to share this type of
information. It was decided, therefore, to attempt a different approach to collecting the data – to organise an open session and invite loss prevention leaders to attend and take part in a ‘live’ survey via an
online/app-based voting technology. The survey questions were adapted to fit this format and in order
to address the ongoing concerns about sharing what is regarded as sensitive information on loss, some
questions were redesigned to offer respondents categories/ranges rather than requesting company-specific numbers. The Jard company contacted as many loss prevention leaders as possible to
encourage them to attend the session and the researcher travelled to the region to conduct the interactive session.
While adopting this approach to collecting information has the advantage of, in theory, minimising the
problem of data sensitivity and a general lack of willingness to respond, it does create new problems that
need to be recognised. First, it makes it extremely difficult to have any real control over the representativeness of the sample – it is very much based up whoever decides to turn up on the day to participate.
In this respect, it is not possible to offer any real validation over how representative the data presented
in this report actually is of the retail sector in the region. None of those taking part were asked to identify
themselves and the only demographic data available was the number of stores in operation and a general sense of the overall retail sales of the business. Secondly, the questions had to be adapted to make
them work with an online voting style data collection process – while multiple choice and ranking questions are theoretically possible, in reality they are hard to make work well in this type of environment.
Thirdly, because of the interactive nature of the session, respondents have only a short period of time in
which to respond (30 seconds), which inevitably means their responses have to be based upon memory
and a high degree personal opinion – there is no option to go away and check data. This is a major issue
when asking about topics that require financial estimating. Fourthly, by asking respondents to use their
own device to vote, it means that while a unique code is generated per respondent, it also means that
this code changes if they log on and off part way through the event (which happened due to technical
problems) and therefore
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it becomes impossible to undertake any form of cross tabulation analysis with any confidence. As such
the data presented in this report is only descriptive and no further analysis was possible by type and size
of retailer, both of which are important factors in contextualising loss prevention data. Fifthly, it is impossible to determine whether two or more respondents from the same company were responding or
whether third parties (non-retailers) present decided to participate (although the facilitator made an
announcement at the beginning asking for this not to happen). Finally, being wholly dependent upon a
real-time data capture exercise makes it impossible to go back at a later date to clarify any given
response and deal with the inevitable anomalies found when undertaking surveys. All of this needs to be
taken into account when considering this data.
The event lasted approximately 2.5 hours and between 14 and 18 individual responses were received
across 43 questions. Most respondents were mainly large retailers – 43% had retail sales in excess of 3
billion dirhams, while nearly one half had 20 stores or less (47%). However, one-third had more than 50
stores (33%) and one-fifth had between 21-50 stores. Given the lack of cross regional information about
the size and profile of retail businesses, it is impossible to know how representative this set of respondents is of the region as a whole. Given all of this, readers of this report should interpret the results with
much caution – it can only be seen as a snapshot of the views of a group of retailers who agreed to attend
an open and free session on the 26th April 2017 in a hotel in Dubai! But, it is hoped that this first attempt
to collect this type of data in the region will inspire others to participate in the future and agree to a methodology that will ensure greater rigour and reliability in the ensuing results.
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Findings
Loss Prevention in an Organisational Context
The results in this report have been organised around a series of themes, the first of which looks at the
organisational context within which loss prevention operates. The first section looks at whether companies
have a loss prevention function and if they do to whom it reports. It then goes on to consider whether
there is a written corporate policy on loss and if annual targets are agreed. It then goes on to look at how
retail companies go about undertaking audits and finally whether particular types of retail technology are
in use or planned for future development.

The Loss Prevention Function and Reporting Structures
The first section looks particularly at whether companies have a loss prevention function and to whom the
head of loss prevention reports to within the organisational structure.

Having a Loss Prevention Department
Respondents were asked to identify whether their company had a specific loss prevention department (Figure 1).

Figure 1 Loss prevention department in the business

NO (5%)
YES (95%)

As can be seen, the vast majority present for the survey stated they had a loss prevention department
within their organisation – just 5% suggested that this was not the case.

The Reporting Structure
For those companies with a loss prevention department, the next question asked them to select who its head

reported to within the organisational hierarchy (Figure 2).
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Percent

Figure 2 Reporting hierarchy for head of loss prevention

Retail
Risk
Operations Department

Board of
Directors

Finance

Logistics

Others

One third of respondents said that the head of loss prevention reported directly to the Retail Operations
function, with a further one-fifth stating it was the Risk Department to whom the head reported into to.
Taken together Retail Operations and the Risk Department accounted for more than 50% of all responses. It was interesting to note that a significant minority of heads of loss prevention reported directly to the
Board of Directors (17%) which may well be highly indicative of the nature of the retail environment in the
region (the dominance of family-owned companies) and is certainly not something seen to this extent
elsewhere in the world where this type of question has been asked.

Written Policies and Annual Targets
The survey then moved on to consider whether there was a written corporate policy and whether an
annual target for loss had been developed and implemented.

Written Corporate Policy on Loss Prevention
The next two questions were interested in understanding the extent to which companies in the region
had developed formal written policies on how to manage loss prevention, and whether they set annual
loss targets against which teams were measured.
The first question focused upon whether a written policy on dealing with loss prevention was in place
(Figure 3).

Figure 3 Developed a written corporate policy for dealing with loss prevention?

NO (22%)
YES (78%)

THE GCC LOSS PREVENTION SURVEY

As can be seen, a large majority of respondents stated that their company did have a written corporate
policy (78%) although there was a sizable minority who stated the opposite (22%).

Setting Annual Targets Loss
The next question was interested in understanding whether companies produced an annual target for the level of

loss they experienced (Figure 4).

Figure 4 Developed an annual target for the level of loss
78%
17%
6%

Over three quarters said that their company did have an annual target (78%) with 17% stating that their
company did not, while a small proportion were unsure whether one existed or not.

Auditing the Business
The survey then moved on to ask a series of questions relating to auditing practices in the business. Previous

research has shown the importance and value of the audit function in not only being a key provider of
loss data, but also helping businesses achieve greater transparency and accountable in their retail operations.

Having an Audit Department
The first question simply asked whether respondents had an audit department or not (Figure 5).

Figure 5 Company has an Audit Department
6%
22%

M
72%
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Perhaps somewhat surprisingly, given the experience found in retailers in other parts of the world, over
one-fifth said that they did not have an explicit audit department within their business (22%). Obviously,
this does not necessarily imply that they therefore do not carry out stock audits – it could be that this function has been outsourced or is done by another function with the company. On the other hand, the vast
majority of companies taking part in the survey did state that an audit department was part of their organisational framework (72%).

Frequency of Physical Store Audits
Having established which companies had an audit department or not, the next question then focused upon the

frequency with which audits were carried out, ranging from never to every 5 weeks or more (Figure 6).

Figure 6 Frequency of store stock audits
50
30

Every 6
Months

Every Year

10

5

5

Never

Other

Don't know

While none were carrying them out more frequently than every 6 months, 50% stated that half-yearly was
the frequency of auditing stock in their companies. A further 1 in 3 said that they undertook annual stock
counts while a very small proportion (5%) said they did not undertake them at all.

Responsibility for Carrying out Physical Audits
The final question in this sequence on auditing wanted to understand the extent to which they were
carried out internally or externally, or a combination of both (Figure 7).

Figure 7 Responsibility for completing physical audits

56

25
13
Internally

Third Party
Company

6
Both

Don’t know
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The majority stated that they were generally carried out internally (56%), with only 13% suggesting that a
third-party company was employed to undertake them exclusively. However, one-quarter stated that
they typically employed a mix of both internal and external staff to carry out this task (25%), suggesting
that some 38% of respondents involved third party companies to some degree or other as part of their
auditing activities.

Developments in the Retail Business
In the final part of this section the survey was interested in understanding the extent to which new forms of retailing

were being used or plans were in place to use them in the near future. This is important in loss prevention
terms because as new forms of retailing emerge then the organisation’s risk profile changes, requiring
new approaches to be developed to mitigate against these new risks. The survey asked respondents
whether their businesses were using or planning to use self-scan technologies and E-commerce in the
near future.

Using or Planning to Use Self-scan Technologies
The first question looks at self-scan technologies, which have become very common across Europe and the US,

especially in the Grocery sector (Figure 8).

Figure 8 Self-scan technologies for customers in use
NO (82%)

YES (18%)

As can be seen, very few retailers are currently using this technology – only 18% said that it was currently
in use. For the vast majority (82%), self-scan was not in operation. Furthermore, when those who said it
was not in use were asked if they might be investing in this technology in the near future, some 20% said
‘yes’ and a further 20% said ‘maybe’, with the remainder firmly of the view that this was not a technology
they were likely to be using anytime soon. Certainly, given the service culture in the region, then this is
perhaps understandable. For those investing in this technology then recent research would suggest that
they need to carefully monitor the extent to which their risk profile changes as more and more consumers
begin to use it.

Offering or Planning to Offer E-commerce
The second question looked at the extent to which E-commerce was becoming part of the retail offering
of respondents (Figure 9).
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Figure 9 Offer products online/via the Internet

NO (39%)
YES (61%)

In this area, the majority of respondents to the survey said that their companies had gone into the business
of selling some or all of their products online via the Internet (61%). Of the remaining 39% who currently
were not operating an E-commerce platform, some 89% said that they would be or were likely to be
doing this in the foreseeable future. Unlike self-scan technologies, E-commerce appears to be a development
that is gaining considerable traction in the region. However, its use is not without issues and understanding
how e-commerce will impact upon a traditional ‘bricks and mortar’ retail operation is important if it is to
become a genuine revenue generator and not simply another loss stimulator.
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Perceptions of Loss Prevention
The next section looks at how the issue of loss prevention is perceived and prioritised by the rest of the
business and the extent to which the loss prevention department is supported both internally and externally.

Perceptions of Resourcing and Organisational Prioritisation
A key challenge to delivering effective loss prevention is the extent to which the rest of the business views
the problem and those tasked with managing it. This first set of questions focusses upon four indicators: how
well resourced respondents thought the loss prevention function was; the extent to which loss prevention was
seen as a priority by the rest of the business; how informed senior executives are of the loss problem; and finally, the degree of access loss prevention leaders had to the senior management team.

The Resourcing of the Loss Prevention Function
Respondents were asked to indicate how well resourced they thought the loss prevention function was,
ranging from very well resourced through to needing much more resource (Figure 10).

Figure 10 Perceptions on loss prevention resourcing
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The largest proportion of respondents indicated that they thought the loss prevention function had just
about sufficient resources to go about their work (41%), with a further one-third suggesting it was either
well or very well resourced (36%). In contrast, about one-quarter were of the view that resources were
insufficient to enable loss prevention to do their job effectively (24%). Clearly, questions such as this,
when asked of loss prevention leaders can lead to a rather skewed response – who wouldn’t want more
resource or would want to suggest they had more than was necessary? But in this case, it seems that three
quarters of respondents believe that they have enough or more than enough to meet their current objectives.

Company Prioritisation of the Problem of Loss
The survey then moved to find out how well respondents thought the rest of the business felt that loss
prevention was a priority (Figure 11).
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Figure 11 Company prioritization of loss prevention
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The results suggest that the vast majority believe that the rest of the business do indeed believe that loss
prevention is a high priority – 53% believing it to be viewed as a high or very high priority and another
29% thinking it is regarded as a medium priority. On the flip side 18% thought that their business
colleagues regarded loss prevention as a low priority or not a priority at all. While it would be useful to
validate this data by actually asking non-loss prevention employees what their view actually is of loss
prevention, it is certainly encouraging that there is a strong perception that loss prevention matters to the
rest of the business.

Awareness of Loss Amongst Senior Managers
Another way to measure how much a company may be prioritising the issue of loss prevention is to
gauge the extent to which senior executives are aware of the company’s declared loss/shrinkage
number. A high number being aware of the number would suggest that it is regularly discussed and
considered while a low number may suggest that it is not a topic regarded as being of much importance.
Respondents were asked to estimate how many of their senior management team would know the
current loss/shrinkage number (Figure 12).

Figure 12 Percentage of senior managers thought to know
the current rate of loss/shrinkage
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Nearly one-third of respondents were of the view that virtually none of their senior management team
would know this number (31%), with a further one-quarter thinking that less than 50% of senior managers
would be aware of it. More positively, 38% felt that most or virtually all of their senior management team would
know the current loss/shrinkage number. Using this question as a proxy for organisational awareness of loss
prevention, then it suggests that a large proportion of senior managers may not be particularly engaged with
the topic.

Engaging with the CEO on Loss Prevention Issues
Yet another way to measure how loss prevention is viewed by the business is the extent to which the head
of loss prevention has the ability to talk directly with the CEO; regular contact implying a high level of prioritisation and potential organisational commitment. This question’s validity is slightly undermined because some
loss prevention leaders indicated earlier in the survey that they report directly to the CEO (Figure 13).

Figure 13 Frequency of loss prevention contact with CEO
Can’t remember
it’s been so long

18

The last time we
had a crisis
In the last year

27
9
18

In the last 6 months
In the last month

9

In the last week

18

As can been seen, having communication with the CEO is not a regular occurrence for most respondents
– for over one half they either could not remember the last time it had happened it was so long ago, or
they had been in communication because of a specific crisis or it had been about one year ago (54%).
More encouragingly, 27% did suggest that they had had the opportunity to communicate with the CEO
in the last month. Unfortunately, it was not possible to extract from the data whether these regular communicators were also those who stated they reported directly to the CEO.

Internal and External Collaboration on LP
Successful loss prevention functions need to be able to draw upon support and help from other functions
within the organisation and from third parties external to the business as well. This section looks at the
degree to which internal and external collaboration is thought to be occurring.

The Engagement of Other Departments with Loss Prevention
Delivering a company-wide loss prevention strategy requires the support and involvement of the rest of
the business functions – retail operations, IT, the buying/trading department to name but a few. The
following data explored the extent to which respondents felt that particular departments were willing or
unwilling to help the loss prevention team deliver their strategy (Figure 14).
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Figure 14 Engagement of other departments with loss prevention
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Respondents were only able to choose the department they felt was the most or least willing to support
the loss prevention team’s efforts. As can be seen, the Store Operations function was by far and away the
group considered to be the most willing to help (75%), perhaps not surprising given their capability to
play an active role in delivering loss prevention. On the flip side, the Buying/Trading, Human Resources
and Supply Chain were identified as being the least willing to help. While reluctance on the part of the
Buying/Trading function is understandable (although arguably highly counterproductive) given the way
in which this function is traditionally organised and incentivised, it is perhaps more concerning that
Human Resources and Supply Chain are picked out by some as being unwilling to help. Both have the
potential to play a very powerful role in delivering loss prevention and it would be interesting to explore
further why they are regarded as unwilling supporters of loss prevention.

Reaching out to Supplier/Manufacturer About Loss Prevention Issues
A considerable amount of research has shown that some of the loss prevention problems experienced by
retailers are a direct and indirect cause of decisions and policies developed and delivered by the manufacturers
and suppliers of the products that they wish to sell. Packaging is a good example of this – if a product has
very weak and easily damaged packaging, then it is very difficult for the retailer to resolve this issue – it is
usually only within the control of the manufacturer to make changes to deal with this problem. The next
question, therefore, asked respondents to indicate the degree to which they have communication with
their manufacturers/suppliers about loss prevention (Figure 15).

Figure 15 Frequency of contact with suppliers/manufacturers about loss
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For more than one half it was a year or more ago or when they had had a specific crisis since they last
spoke with a manufacturer/supplier about loss relating to a particular product (57%). More positively,
42% did suggest that they had had a discussion in the last six months, with almost one-third indicating it
was in the last month (28%). Once again, particular characteristics of the region may explain the relative
absence of contact between retailers and manufacturers – the prevalence of franchising can lead to a
higher degree of separation between the two parties than is found in other retail models.
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Measuring the Impact of Loss
One of the most important parts of a benchmarking survey is to generate data that enables retail companies to
understand how their experience of loss compares with that of others. This section looks firstly at how
losses are defined and where they are thought to be occurring in the business. The second part then
looks at how respondents went about calculating their loss statistic before the final part seeks to understand how much loss retailers in the region are experiencing.

Defining and Locating Loss
The section begins by looking specifically at how respondents went about defining loss in their business
before going on to consider where they thought most of their losses were happening.

Type of Losses Included
One of the challenges of interpreting results from the very many loss prevention surveys that have been carried out

in the past is the lack of clarity concerning how the term ‘shrinkage’ or ‘loss’ has been defined. As has
been shown with the work on Total Retail Loss, many different elements can be included or excluded
when retail companies start thinking about loss in their businesses. Understanding what elements of loss
are being included is a vital part of contextualising any subsequent aggregated loss number that is
produced. It was therefore interesting to understand what types of loss respondents typically included in
their overall loss/shrinkage number (Figure 16).

Figure 16 Types of losses included in the loss/shrinkage calculation
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It was surprising the range of types of loss that respondents claimed were part of their overall loss
number – of the eight categories provided, all were used by one or more respondents. The most
common to include was data on damages – all respondents said this number was included in the overall
loss number. Perhaps slightly surprising was that not all included ‘unknown losses’ – the data coming
from stock audits, although earlier survey results did show that some respondents did not undertake
audits and so this may explain this finding. There were then high levels of respondents who stated that
they included losses from frauds (80%), losses in transit (70%), wastage/spoilage (70%), cash losses (60%)
and vendor fraud/short shipments (50%). The only category that did not receive much support was the
inclusion of price mark downs where only 20% claimed these were part of their loss calculation. The
degree of including such a range of losses is not something found in many other regions and certainly is
encouraging in terms of thinking about adopting a Total Retail Loss approach to measuring losses in the
future.
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Understanding How Much Loss is Known
The survey then went on to ask about the extent to which the causes of retail losses were actually known (Figure
17).

Figure 17 Percentage of losses where the cause is known
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Given the previous question it is perhaps not surprising that a relatively large percentage suggested that
most of the causes of their losses were known – two-thirds said that more than 40% of their losses had a
known cause. For the remaining one-third, they were of the view that only a small proportion of losses
had an identifiable cause. Compared with other regions, these numbers seem high but are perhaps
explainable to a degree by the breadth of potentially measurable loss factors included within overall loss
numbers.

Understanding How Much Loss is Malicious
The survey then went on to ask respondents to estimate what percentage of their losses did they think were due to

malicious forms of loss such as theft and fraud compared with non-malicious losses such as process and
administrative errors (Figure 18).

Figure 18 Percentage of losses which are thought to be malicious
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Nearly one-half were of the view that 20% or less of their losses were due to malicious activity, with a
further 18% thinking that between 21-40% of their losses were due to this. At the opposite end of the
spectrum, about one-quarter felt that malicious losses accounted for the majority of their losses, with a
small minority reckoning that they made up 80% or more of their total losses. This data is undoubtedly
highly affected by the type of retailer responding, their risk profile and the types of categories of loss
included in their definition. For instance, food retailers are much more likely to incur a range of non-malicious losses (such as wastage and product going out of date) compared with a jewellery retailer where
the losses may be more typically caused by malicious activity.
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Understanding How Much Loss Occurs in the Store
Respondents were then asked to comment on where they thought most of their losses occurred within their
retail environment, focussing upon the retail store and the supply chain (Figure 18).

Figure 18 Percentage of losses which are thought to occur in stores
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Two-thirds of respondents felt that 40% or more of their losses occurred in the retail store compared with
the supply chain, with only one-third of respondents thinking that the store accounted for a minority of
their losses. This is understandable – stores are the point in the supply chain when customers and staff
begin to engage more fully with products, raising the risk of theft, damage and a range of other errors to
occur. However, supply chains can and do generate loss and for some retailers, they clearly recognised
that while stores may be a risky space, the supply chain itself is also capable of generating loss.

Identifying the Biggest Profit Eroder
The final question in this sequence wanted to understand what respondents thought was the biggest factor that

negatively impacted upon business profitability. They were given 5 categories to choose from (Figure
19).

Figure 19 Factor considered to have the biggest impact on profits
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While all categories were chosen by one or more respondents, process/admin errors were considered to
be the highest risk by the largest proportion of respondents (33%). This was then followed by external
theft and fraud (27%) and then internal theft (20%). When taken together, it is interesting that the factors
that can be considered to be under a large degree of control by the retail company itself (process/admin
errors, internal theft and damage/wastage) accounted for two-thirds of all respondents (66%) – clear indication that opportunities are perceived to be evident to make a difference.
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Nearly one-third of respondents were of the view that virtually none of their senior management team
would know this number (31%), with a further one-quarter thinking that less than 50% of senior managers
would be aware of it. More positively, 38% felt that most or virtually all of their senior management team would
know the current loss/shrinkage number. Using this question as a proxy for organisational awareness of loss
prevention, then it suggests that a large proportion of senior managers may not be particularly engaged with
the topic.

Calculating Loss
The next part looks at how respondents calculated their losses, the degree of granularity with which they
could measure losses, how much they thought they were losing due to loss and whether this had changed
from the previous year.

Valuing Retail Losses
One of the key factors that can cause confusion when interpreting the various global indicators of loss is
whether the figures being quoted have been calculated at cost or retail prices and so the survey was interested
in understanding which measure was typically used in the GCC region (Figure 20).

Figure 20 How retail losses are calculated
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For the vast majority of retailers taking part in this survey, they indicated that they measured their losses
at cost price (69%), with a further 19% stating that they used both cost and retail pricing methods and
only 13% suggesting that they operated by calculating losses at retail prices. This is a much clearer
picture than found in other regions where a more even split between cost and retail can be found. As
advocated in the Total Retail Loss concept, measuring losses at cost price does provide greater clarity
about the true cost of loss although it can undervalue some other forms of loss.

Identifying the Granularity of Measuring Loss
If the root causes of loss are to be identified, then having a high level of granularity in loss data is critical.
The next question focussed upon understanding what level of measurement of loss was utilised by
respondents (Figure 21).
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Figure 21 Highest level at which losses can be measured
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The ideal is to have item level data as this provides the greatest level of granularity and understanding of
what is happening, and more than one half of respondents said that they were able to capture data at this level
(56%). Perhaps more worryingly, nearly one-third could only collect data at the store or company level (31%) –
something that would make any form of root cause analysis almost impossible to undertake.

Understanding the Cost of Retail Losses
The survey then moved on to ask respondents about their rate of loss for the previous financial year expressed
as a percentage of sales, measured at cost prices. This is often regarded as a highly sensitive number and not
something most companies are prepared to share publicly. Respondents were therefore once again reassured
about their anonymity and given the option to choose from a range of losses indicators rather than providing their
precise number (Figure 22).

Figure 22 Rate of loss as a percentage of turnover for
previous financial year at cost prices
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The two most common ranges selected were between 0.31% and 1% of loss, with 44% of respondents
choosing this option. However, the largest proportion of respondents (46%) suggested that their losses were
higher than 1%, with nearly one-quarter suggesting they were higher than 2% (23%). At the other end of the
scale, some 11% of respondents indicated that their losses were at or below 0.3%. Overall, and given that
respondents were reporting losses at cost price, where virtually all other published surveys work at retail prices,
this suggests that a relative high proportion of retailers in the region are experiencing noticeably high levels of
loss.
While providing categories of ranges of loss increases the likelihood of getting a response, it does make it
difficult to calculate an overall average for the region. The following numbers, therefore need to be used with
some caution. If an assumption is made that the loss indicated by respondents was at the bottom of the category range they selected (so those selecting 0.0%-0.3% were allocated a loss score of 0.0%) then an overall ‘low
end’ weighted average can be calculated. This can also be done to calculate a ‘high end’ weighted average (so
those selecting 0.0%-0.3% were allocated a loss score of 0.3%). Finally, a ‘mid-point’ weighted average can also
be calculated (so those selecting 0.0%-0.3% were allocated a loss score of 0.15%). The results of this calculation
are presented in Table 1.

Table 1 Estimates of the rate of loss for the GCC region at cost prices
Loss Indicator

Score

Low End

0.98%

High End

1.42%

Mid-Point

1.21%

As can be seen the range of loss for the region is potentially between 0.98% and 1.42%, with the
mid-point calculation suggesting a score of 1.21%. It is important to remember that this is calculated at cost
prices and so it is not appropriate to compare this with other published estimates of retail loss. In order to do
that, the figure would need to take account of a number of other factors such as the overall profit margin within
the region. If it was assumed that this was something approximating 30%, then a potentially comparable loss
number might be in the region of 1.4% to 2.0%, with a mid-point of 1.7%. Rather ironically, this is not far from
the estimate offered by the Global Retail Theft Barometer in 2011, when the ‘region’ was ‘represented’ only by
retailers from South Africa and Morocco (1.79%)! More broadly, it would suggest that the rate of loss in the
region is above average compared with some of the other surveys conducted around the world although a
significant part of the difference may be explained by the broader range of losses being included as detailed
earlier in the report. Either way, the number represents a significant opportunity to those retailers that can
recognise ways to reduce this number, especially through improving factors directly under their control (as
evidenced by survey responses elsewhere in this report).

Changes in the Cost of Retail Losses
Respondents were then asked to consider whether their declared loss value had increased, stayed the
same or decreased compared with the previous financial year (Figure 23).
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Figure 23 Change in value of retail loss compared with previous year
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Positively, well over one-half of respondents suggested that their loss statistic had decreased compared
with the previous year (57%), while a further 21% stated it had stayed the same and a similar amount (21%)
declared that their loss number had increased. It is encouraging that most are seeing a fall in their loss number,
although as shown in the previous section, there is still much room for improvement.
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Managing and Responding to Retail Loss
TThis final section of the report focusses upon ways in which respondents are going about trying to
manage the problem of loss within their businesses. It looks first at the types of policies currently in place to
deal with internal and external theft (malicious losses), it then goes on to look at how much companies are
spending on loss prevention and how these funds are being allocated, before looking at the extent to which
some technologies are being used. It concludes by summarising what the future priorities might be for investment to try and better manage retail losses.

Responding to Malicious Loss
Respondents were asked to comment on whether they had a policy in place to prosecute customers and
staff caught stealing from their stores and if so, how rigorously this policy was being applied.

Policies on Prosecuting Shop Thieves
The first question focussed on policies in place to deal with external shop thieves (Figure 24).

Figure 24 Operate a policy of prosecuting shop thieves
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Perhaps not unsurprisingly, the vast majority of respondents said that they had a policy in place to prosecute those customers caught stealing from their stores (75%), although a sizeable minority said that no
such policy existed in their business (24%). Of those stating that a policy was in place, the majority said it
was a policy that was in practice used on a regular basis.

Policies on Prosecuting Staff Thieves
The second question focussed upon whether respondents had a similar policy to prosecute members of
staff caught stealing from the business (Figure 25).

Figure 25 Operate a policy of prosecuting staff thieves
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As can be seen, this produced very similar results to the previous question, just 18% said that they did not
have any policy in place, while 81% said that they did. In addition, over one-half said that this policy was
used on a regular basis, although a slightly higher proportion suggested it was something rarely used in
practice by the business. Certainly, with an issue such as internal theft, many organisations often find it
easier to simply end the employment contract of a deviant employee than go through the often elongated process of seeking a prosecution.

Understanding the Loss Prevention Budget
The next three questions focussed upon the budget provided for loss prevention and how this was
allocated.

Total Expenditure on Loss Prevention
Respondents were first asked to consider how much their company spent on loss prevention calculated
as a percentage of sales (at cost prices) (Figure 27).

Figure 27 Expenditure on loss prevention as a percentage of sales
27

1%
0.

.0

th
or
e
M

0.

51

%

an

-1

.5
0.

31

%

-0

-0
%
21
0.

18

%

%
.3

.2
-0
1%
0.

18

%

18

%

18

The largest proportion of respondents indicated that their loss prevention budget was equivalent to
more than 1% of sales turnover for the business (27%), with a further 18% stating it was between 0.51%
and 1%. Taken together, nearly one half were of the view that their loss prevention budget was above
0.5% of total retail sales. At the other end of the spectrum, just over one-third were of the view that their
budget was at or below 0.3% of turnover (36%).
Using a similar methodology to that applied to calculate an overall average for the total loss experienced
by the region, the table below summarises the range of spending found (Table 2).

Table 2 Estimates of the loss prevention budget for the GCC region
as a percentage of total sales at cost prices
Loss Indicator

Score

Low End

0.51%

High End

0.91%

Mid-Point

0.71%
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Again, caution needs to be applied when using these statistics, but respondents seem to have a budget
in the range of 0.51% to 0.91% of retail sales, with the mid-point being 0.71%. When compared with other
regions in the world, this would seem to be high although certain regional contexts may explain some of this
variance. For instance, retail companies have to comply with a number of regulations concerning the use of
CCTV technologies in their stores which undoubtedly increases the necessity for a larger spend on loss prevention. However, it would be instructive to focus more deeply on this question in the future to better understand
how external factors impact upon retail loss prevention budgets.

Changes in Total Expenditure on Loss Prevention
The survey then went on ascertain whether the loss prevention budget has increased, stayed the same or
decreased compared with the previous financial year (Figure 28).

Figure 28 Change in loss prevention expenditure compared with previous year
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The largest proportion of respondents stated that their budget had remained the same (44%), with nearly
one-third claiming it had increased (31%) and just 19% suggesting it had decreased. Overall, the loss
prevention leaders present did not appear to be suffering from any major decline in the resources made
available to them to deal with the problem of retail loss.

Allocating Loss Prevention Expenditure
The final question in this section on expenditure asked respondents to estimate how much of their
budget was spent on human resources compared with software and hardware (Figure 29).

Figure 29 Percentage of loss prevention expenditure on
human resources compared with software and hardware
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The largest proportion of respondents said that less than 20% of their budget was spent on people (33%),
followed 27% who said that as much as 40% went on human resources. At the other end of the spectrum, one fifth
of respondents said that the majority of their budget went on people rather than software and hardware (20%).
Using a similar methodology to that applied to calculate an overall average for the total loss experienced by the
56 range of spending on human resources as a percentage of the total
region, the table below summarises the
budget (Table 3).

Table 3 Estimates of the percentage of the
loss prevention budget spent on human resources
Loss Indicator

Score

Low End

28 %

High End

47 %

Mid-Point

37 %

It is estimated that respondents spent between 28% and 47% of their budget on human resources with the
mid-point being 37%.

Investing in Loss Prevention Technologies
The penultimate section focusses upon two questions relating to the use of specific loss prevention technologies – EAS and data mining.

Making Use of EAS Technologies
The first question looks at the use of various types of EAS technologies, ranging from RFID to loop alarms
(Figure 26).
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As can be seen, a majority of respondents said that they were now using this technology, with less than
one third suggesting that they did not, with a further one-fifth being unsure about its use or not. This
could be explained by data mining technologies being used by other business functions for a range of
purposes that have not been made known to the loss prevention department.

Future Loss Prevention Expenditure
The final question was interested in understanding what the future priority for investment might be to try
and better manage retail losses.

Prioritising Investment
Respondents were given 5 categories to choose from and could only select one (Figure 30).

Figure 30 Future investment priorit
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The category selected by the most respondents was more/better staff training (38%), followed by
improving audit and process management (25%) and then data analytics (19%). The category scoring the
least was EAS technologies (13%) although given the high degree of penetration of this technology
already in the region, it may be the case that no more funding is now required. It is encouraging, however, to see that staff training was viewed as a key priority – recent research has once again highlighted the
important role people can play in not only selling more but also losing less. It is also now clear that retail
staff can be powerful amplifiers of risk – deterring would be thieves from retail stores. Equally, the prioritisation of audit and process management technologies is encouraging – they have been found to be
highly useful tools in the development of more progressive and effective retail loss management
programmes.

