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PREFACE 

The research reported here was supported by the National Institute ,. 
of Law Enforcement and Criminal Justice, Law Enforcement Assistance Admin-

istration, U. S. Department of Justice, and the College of Business, Colorado 

State University. The research was conducted as part of the Pilot Grant 

Program under Institute Grant Number NI··70-065-PG-10 from June 1970 to 

August 1971. 

The purpose of this research is to explore the feasibility of using 

conventional marketing theory as a basis for understanding the behavior of 

thieves and fences as they conduct traffic in stolen property. A discussion 

of sources and specific recommendations are included. The study also serves 

as the foundation for design of specific methods for reducing the traffic 

in stolen goods. This pilot study provides basic information necessary to 

begin a scientific analysis of the distribution of stolen goods. 

The research team gratefully acknowledges the assistance provided by 

numerous law enforcement officials, convicts and exconvicts, businessmen and 

others whose willingness to tell us about various elements of fencing was 

so necessary to the cOTIlpletion of the study. Additional acknowledgment is 

given to the National Institute for their guidance and to the administration 

and faculty of the College of Business for their moral support. 

The fact that the National Institute of Law Enforcement and Criminal 

Justice furnished financial support to the activity described in this publi-
II, 

cation does not necessarily indicate the concurrence of the Institute in 

the statements or conclusions contained herein. 
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SUMMARY 

Marketing theory offers a 'framework for visualizing the traffic 
in stolen property. Many concepts from marketing theory can be 
utilized for blocking and investigating stolen-goods traffic 
and can provide substantial enrichment to other investigative 
approaches. 

Current knowledge of the traffic in stolen goods is composed of un-

connected observations about widely scattered events. Th • ere is no operational 

scheme for visualizing diverse activities or for relating observations to each 

other. Perhaps in no other area are observations as seemingly random and mean

ingless as are the various observations about thieves and fences. In no other 

area are investigators so hampered by the lack of a theoretical framework that 

would add perspective to their investigations as are those who investigate 

traf fic in stolen property. Market 1.' th 'd h ng eory can prov1. e t e needed perspec-

tive. 

The purpose of a theory is to polarize the scatter of events and to 

crystallize individual observations into a complete description of the whole. 

A theory on the traffic in stolen goods would allow an investigator to under

stand and to predict the behavior of thieves and fences. 

This project is an exploratory study to determine the feasibility of 

using conventional marketing theory as an operational scheme for visualizing 

the traffic in stolen goods. It concludes that legitimate marketing theory 

can serve as the foundation for building a '''theory of dis tribution for' stolen 

Property." S h th ' uc a eory loS necessary if law enforcement officials are to make 

substantial advances in blocking and investigating the traffic in stolen 

goods. 
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Thie~es and fences make significant marketing oriented decisions as 

they conduct the dis tribution of s tole'n goods, They face many of the same 

problems a legitimate businessman faces as he matches supply and demand. They 

can be expected to use many of the same strategies and procedures in solving 

those problems; 

Marketing theory is a collection of thoughts which describes the 

operations and institutions used to execute a marketing program. This theory 

has been used to explain and understand distribution activities in widely 

varied and complex settings, 

The amount of disequilibrium between the demand for and the supply 

of particular kinds of stolen goods in a market area will have an impact on 

the behavior of thieves and fences. Monitoring of this equilibrium by law 

enforcement officials will provide enough information to allow law enforce-

ment agencies to predict actions tak~n by fences, thus permitting substantial 

progress in deterring and investigating the traffic. 

As thieves and fences attempt to match the demand and supply of 

stolen property, they must give careful consideration to the buying motives 

and buying habits of the consumers they serve. To the extent that law en-

forcement officials can learn the socioeconomic descriptions of the customers 

of thieves or fences, they can gain valuable insights about the operations of 

thieves and fences. 

The process of serving as a middleman in the distribution of stolen 

goods is a very complex one requiring rational decision making by "thieves and 

fences. Each function -- buying, selling, transporting, storing, financing, 

risk taking, information gathering, and standardization -- is subject to study 

by law enforcement agencies. Further study would isolate those functions 

which are vulnerable to deferrence and investigation. 
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A ratiunal di1;triblltion of stolen merchandise requires a complet(' and 

illll'grntl'd murlU'ti ng management program. This program is composed of a mix 

':; )0, 

;,/:. 
or deci.si.ons in the areas of channel of distribution, price, promotion, and 

..... j. 

product design which must fit the unique buying motives and habits of the 

fence's market segment. When thieves or fences sell to unaware buyers of 

stolen property they must undertake some effort to legitimize the transaction. 

If a fence is distributing to heavy users of stolen goods, his price, promotion, 

and channel of distribution will reflect the fact. 

This initial and exploratory investigation of the feasibility of 

applying marketing theory to understand traffic in stolen property suggests 

several policies and strategies useful in blocking that flow. The traffic 

in stolen goods is deterred to the extent that the channel of distribution 

can be lengthened. The ability to block the traffic in stolen goods increases 

as the supply of stolen goods becomes greater than demand. Any action that 

increases the price of stolen goods provides a substantial barrier to the flow. 

Many additional strategies and procedures are detcti led in the text of the re-

port. 

The study also indicates that investigatory models can be designed 

to provide substantial assistance to investigators. A continuous monitoring 

of the state of disequil~prium between demand and supply will make isolated 
\, 

case facts much more meadingful. Improved incident reporting, statistical 

analyses of those reports, and corranunication of data between jurisdictions are 

absolute necessities and will provide, among other things '. significant in-

creases in understanding the traffic in stolen goods. Additional investiga-' 

tory models'are explained in the text. 
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Additional research is required in order 
to make an operational 

adaptation of conventional marketing theory to the un~que 
~ situations found in 

the distribution of stolen goods. 
Further study outlined in th~ text will 

isolate additional strategies and procedures that would be 
effective in b1ock-

ing and investigating the flow of stolen goods. 

Efforts of law enforcement agencies 
are most effective when they are 

tailored to fit the differences in the marketing 
programs of the thieves and 

fences. 
Thus, law enforcement officials would benefit from a 

consideration of 
conventional marketing theory and from training 

investigators in marketing 
concepts. 
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CHAPTER I 

INTRODUCTION 

"Professional crime would not exist except for two essential 
I , W1' tl'l leg1' t1'mate society: the' fence' and the re la t :lons ups _ 

'fix'." 
--Presidents Commission on Law 

Enforcement and Administration 
of Justice, The Challenge of 
Crime in a Free Society. 

For some time, psychologists have studied the criminal as an indi

Thus, we have studies on the motivation, attitudes, personality and 

other aspects of .the criminal mind. These studies have led to advances in the 

areas of rehabilitation, eterrence, d and occasionally in investigation. 

d ' ano~aiy of the social Also, sociologists have treate cr1me as an 

structure of society, and have studied the social organization of gangs, the 

impact of crime on social values, the soc~al factors leading to a criminal 

career, and other important questions. 

In contrast, the approach of the present study is to visualize the 

distribution of stolen goods as a legitimate business and marketing problem. 

An underlying concept of this study is that professional qrime is organized 

on an economic basis rather than entirely O~AsOCiOlOgiCal or psychological 

base. The approac 1S t a ~ h ' h t of a~sum1'ng that much of the crime dealing with 

d th basis as a legitimate business, property is organized and ope~ate on e same . 
{ ,~ 

\I 

with about the same objectj/v'~~'~ (profit) and many of the same problems in 

reaching that objective. If ~~he assumption is feasible, we could reasonably 

th1'ef to use many of the same marketing techniques expect the fence and the 

to solve the problems he faces in distributing stolen property. 
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There is a body of knowledge ClVo.l1abl,~ for describing and predicting 

tht, behavior of persons involved in the legitimate dis tribution of goods. If 

tIH'n' I:: lilly t'onmlOl1ality or behavior, bl'twt'C'11 legitimate 'lIld criminal markl.t-

lng, thi~l knowledge may be usable [or predicting the behavior of thieves and 

fences. 

It should be clear that this line of investigation is a supplement 

to other approaches, and certainly is not a substitute for them. Ii fact, we 

found many decisions being made on psychological bases as well as economic 

ones. For instance, one interviewee simply could not stand the face-to-face 

.:: 
contact required f~r some forms of thievery (checks, stick up) and stayed 

strictly with burglary and larceny; for personality reasons, not economic 

reasons. However, we did also find many decisions being made on the basis of 

economi.c criteria. For example, several interviewees preferred jewelry and 

fur thefts over larger chatt~ls because of the lower risks in theft and the 

ease o[ storage, high rates of turnover, and high markup, which are marketing 

reasons, not psychological nor sociological reasons. 

To visualize the professional, organized distribution of stolen 

property as if it were a business-like operation, we see a major division of 

the problem into two areas: (1) the production of stolen property, accomplished 

by the theft activity, and (2) the marketing or distributi.:m of stolen property 

as accomplished by fences and other middlemen. Any business faces the same 

I two broad categories of problems. 
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1'Iw "production" side has been studied extensively, resulting in 

new kinds of alarms, locks, security devices and theft-detection systems. 

.. The "distribution" side is relatively untouched by formal resp.arch. To study 

the marketing side of the problem we make the assumption that the distribution 

of stolen property is rather business-like, perhaps more so than the production 

side, and assume that many patterns of behavior in distribution are ~omi-

cally motivated. 

The "fence" is defined as any individual who knowingly buys stolen 

property and thereby is subject to prosecution as a receiver of stolen goods. 

"Fencing" is the process of buying, receiving or otherwise trafficking in 

stolen goods for any purpose. 
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What Is Marketing? 

In the conventional view, marketing is defined as "the performance 

of business e~tivities that direct the flow of goods and services from pro

ducer to consumer or user."l This definition gives some justification for 

viewing the theft of goods as "production" and the fencing of goods as "Market

ing." However, a broader definition is often used to give more specific direc

tion to the persons charged with performing the marketing functions. Thus, 

"Marketing is a total system of interaeting business activities designed to 

plan, price, promote, and distribute want-satisfying products and services to 

present and potential users."Z This definition allows one to assume that much 

of the behavior found in the distribution of stolen goods consists of ration-

aI, economically gUided decisions. It also indicates that the distribution 

requires conscious effort and decision making by the thief and fence -- it 

does not "just happen automatically." Still another source defines marketing 

as "all activities intended to stimulate or serve demand,,,3 to more clearly 

distinguish marketing from production. 

lCommittee on Definitions, Marketing Definitions: A Glossary of 
Marketing Terms (Chicago: American Marketing Association, 1960) . 

2W. J. Stanton, Fundamentals of Marketing (New York: McGraw-Hill Book 
Company, 1964), p. 5 • 

3George Fisk, Marketing Systems :~An Introductory Analysis (New York: 
Harper and Row, 1967), p. 10. 
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In the present context then, marketing refers to all the activities 

pl'\~r()"II\(.d lind the trl'atmcnt given to stolen property between the time it is 

tltlll (·n IIlld the tl.nw it 1.1' eventua Uy consumed. Thus, a study of the marl<t'ting 

of stolen goods would include transactions betwe~n thief and fence, the amount 

and kind of demand for stolen property, prices received for stolen property, 

promotion techniques, behavior of midd15'l1en, buying motives and habits of the 

consumer of stolen goods, and many other related topics. 

Historically, there have been many approaches to the study of market

ing. 4 The "commodity approach" takes one commodity, apples for instance, and 

studies each of the elements involved in distribution of that commodity. The 

"management approach" studies each of the managerial decisions that must be 

made by petsons involved in various marketing activities. The "comparative 

approach" simply compares marketing practices in various settings, usually 

different countries. S Clearly, the approach used in this project is a combi-

nation of the commodity, comparative, and managerial approaches. We work with 

one commodity (stolen goods), and study the economic and managerial behavior 

of thieves and fences by comparing them with what a legitimate businessman 

would do in the same situation. 

4 See R. Bartels, The Development of Marketing Thought (Homewood, Ill.: 
Richard D. Irwin, 1962). 

5 See M. S. Sommers and J. B. Kernan, Comparative Marketing Systems 
(New York: App1eton-Cen'tury-Crofts, 1968). 

11 

''Marketing theory" is the collection of principles and models which 

I lwvl' bN'n reported to be useful in studying the practices of persons involved 

:In Llll' distribution of goods, in studying the structure of organizations and 

institutions involved in the distribution, and in studying the patterns for 

flow of goods. Since the literature on marketing is voluminous, we have 

abstracted some of the more basic, general, and communicable concepts from 

this literature. 

It is reasonable to expect ·that portions of the legitimate theory 

would change when certain constraints are lifted. The most significant con-

straint removed by using marketing theory in the present context is that here 

there is not a definite relationship between cost of an item and the price 

asked for it. The two major costs not fully incurred by our subjects are 

cost of goods sold and taxes. Other constraints which face legitimate 

l' 

marketers but not thieves and fences are laws covering restraint of trade, 

trade practices, weights and measures, honor of warranty, labeling, packaging, 

zoning, and so on. Where these points are relevant they will be mentione~. 

Certainly, all of the following concepts taken together do not consti-

tute a complete marketing theory. Further, some of the concepts are borrowed 

freely from the related disciplines of economics, psychology, management, 

and sociology, as is the common practice in marketing literature. They do 

illustrate major elements of a unique set of behavior that is worthy of 
, 

further study. 
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The Research Qu~stion 

The objective of this 't"p.search project is to answer the following ques-

tions: 

(1) Are professional thieves and fences in a.ny way similar in 

their marketing behavior to legitimate businessmen? 

(2) Can legitimate marketing theory serve as a vehicle for 

describing the behavior of thieves and fences in their dis-

tribution of stolen property? 

(3) Can conventional marketing theory provide a significant 

assist in investigating and deterring the traffic in 

stolen property? 

Value Of This Approach 

Positive answers to these questions would yield substantial and direct 

benefit in at least two areas: 

(1) Creation of blocking strategies -- steps taken by law enforce-

ment departments to make the distribution of stolen goods so 

expen$ive, time consuming, or risky that there would be a sig-

nificant lessening of the incentive to deal with stolen goods. 

(2) De'sign of investigatory strategies -- systematic ways of visual-

izing the activities related to the traffic ,in stolen goods. Not 

only would such a framework make case evidence more meaningful 

to the investigator, it would allow him to predict the existence 

of activities and institutions before actual facts are avail-

able. This would allow an investigator to short-cut the 

tortuous chain of obscure clues by predicting activities most 

likely to be occurring. 

13 
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Research Approach and Methodology 

The underlying thought in designing a research approach was that this 

was to be an exploratory project, investigating only the feasibi1it~ of apply

ing marketing theory to a new problem area. It 
was necessary for researchers 

knowledgeable in marketing to become familiar with some of the practices of 

thieves and. fences as well as with some of the problems and practices of law 

enforcement. 

Thus, the general research approach was as follows: 

(1) Int.erview a sampling of thieves and fences to become workably 

familiar with the distribution of stolen goods. 

(2) Select illustrative marketing theories seemingly mos't descrip-

tive of the behavior~ and adapt them to fit instances un-, 

covered during the interviews. 

(3) Interview a sampling of law enforcement personnel to deter-

mine the problems they face and whether f h k new ways 0 t in ing 

would add to their investigative or deterring power. 

14 



, , 
t· 
i 

-. i i 
/ \ 

Limitations and Scope 

There are four major limitations on the scope of this study: 

(1) The scope of this stuuy is primarily limited to what happens 

to goods after the thievery, rather than with elements of the 

burglary or larceny itself. 

(2) We are concerned primarily with the instances where goods are 

stolen for resale or exchange, and not with cases where goods 

are taken for use by the thief, or thefts occurring during 

vandalism, petty shoplifting, and the like. This limitation 

results from our definition of a "professional thief" as one 

who steals for the sole·,purpose of converting the goods into 

cash. The professional may be a "loner" working independently 

of others, or he may be a member of anyone of several kinds 

of criminal organizations. 

(3) We ,are concerned on1.y with the case where there is some regu-

- -~-- -- ~~~---- - --

c: ~==""~=* .... -
l:>.l, 

larity of the thieving and fencing activity. This is due to our 

definition of "organized" crime as being a systematic operation 

providing a relatively continuous flow of stolen goods. 

(4) The conclusions we draw are based on sample information rather 

than on a complete enumeration of all situations. Since this 

is an exploratory project, we could not afford the luxury of 

using sophisticated methods or collecting a scientifically ran-

dom sample of information. For the purposes here, we believe 

it is entirely appropriate to use illustrative cases whose 

a~theriticity may not be of courtroom trial quality. For in-

stance, some of the sample of information we use would be re-

garded as hearsay, second hand reports. However, we feel this 

is not a severe restriction on drawing conclusions. 

15 
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Importance of Limitation Number Four.--Because this is an exploratory 

research project, limitation number four has special significance. 

The general hypothesis of the project is that conventional marketing 

theory is a feasible met.hod of study to provide an understanding of the 

traffic in stolen property. As stated above, the test of this hypothesis is 

made with a sample of information. Because the test. is based on sample in-

formation, the test could result in anyone of the following conclusions: 

(1) The correct conclusion could be made. The correct decision 

may be. either to accept the hypothesis if the marketing theory 

aDproach is valid, or to reject the hypothesis if the approa<.::h 

is not valid. 

(2) A Type I error could be made. This would occur if one re-

jected the hypothesis (concluded that marketing theory is not 

effective), when in reality it is true (the approach would have 

been effective). If this kind of error was made, an opportun-

ity would be missed to use a viable method of studying the 

problem. 
j; 

(3) A Type II error could be made. This would occur if one ac- ~ 
I 

cepted the hypothesis (concluded that marketing theory is an 

effective vehicle) when in reality it is not true (the approach 

proves ineffective). If this error was made, the approach 

would be tried later and proved to be ineffective. 

A jury faces much the same problem. On the basis of a sample of evi-

dence they must decide the guilt or innocence of a person. Their hypothesis 

is that the man is innocent. A correct decision would be either to hang the 

man if he is guilty, or to free him if he is innocent. A Type I error would 

be to hang an innocent man. A Type II error would be to free a guilty man. 

16 
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As is detailed elsewhere in this report, it is our decision to accept 

the hypothesis of the legitimacy of marketing theo~y as an instrument of law 

enforcement on the basis of sample information. We believe legitimate market-

ing theory is a viable structure for studying some important aspects of cer-

tain kinds of distribution of stolen property. 

Therefore, since we accept the hypothesis we have either made the 

correct decision, or else a Type II error. Unfortunately, in this case and 

in every other case where a decision is made on the basis of sample informa

tion, we will not know whether the correct decision or an error has been made 

until it is "too late" in light of future events. While we are subjectively 

confident of having made the correct decision, there is no way to assess the 

probabilities of having made the correct decision, since the sample informa-

tion is not quantifiable. 

Organization Of This Report 

The report is written for an audience assumed to be very familiar with 

practices of law enforcement and whose knowledge of marketing concepts are no 

more than the casual observations of a layman. Chapter II provides basic 

marketing concepts and illustrates how they might be applied to the study of 

Traffic in Stolen Goods. Chapter III includes summaries of information from 

sources studied for this project. Finally, Chapter IV presents conclusions 

and recommendations in the form of blocking strategies, investigatory models 

and suggestions for additional research. 

17 
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CHAPTER II 

11ARKETING OF STOLEN PROPERTY 

The present chapter is divided into major sections on demand and sup-

ply, marketing processes, functions of middlemen and marketing management, 

and accompanying analyses for traffic in stolen goods. 

Demand and Supply 

This section, like subsequent major divisions, follows a pattern of 

discussing the general concept first, and then providing applications of the 

concept for stolen property. 

Theory of Demand and Supply 

The quantity demanded of an item is a function of its price, the 

seller's promotion efforts, and the buyer's ability to buy as limited by his !' 

income. For instance, practically all products have a relationship bet"tveen 

price and the quantity sold, as shown by line D in the following graph. The 

Price 

Quantity Demanded 

~9.w of downward sloping demand states that as the price of an item is de-

creased, more of it will be demanded and sold. 

18 



Price elasticity of demand is an indicator of the degree to which 

quantity sold r~sponds to a change in price. The elasticity coefficient has a 

range from zero to infinity. A coefficient less than 1 indicates that a de

crease in price will not be compensated for by the resulting increase in 

qt1antity sold; thus, in this case of inelastic demand, total revenue decreases 

with a price decrease. A coefficient greater than 1 indicates that a decrease 

in price will be ~ore than offset by an increase in quantity sold; in this 

case of elastic demand, total revenue increases with a drop in price. 

Three of the most common types of elasticity are: (1) price elastici-

ty, showing the responsiveness of quantity sold to changes in price, (2) promo-

tional elasticity, showing the responsiveness to changes in the amount of pro-

motion, and (3) income elasticity, showing the responsiveness in quantity 

sold to changes in the level of income of the potential buyers. 

Demand is also considered to be either "primary" (desire for coffee) 

or "selective" (desire to buy a specific brand of coffee). Both types of 

demand must be present before a sale can be made. Thus, a fence selling 

stolen goods toa person hesitant to buy stolen goods knowingly, must first 

overcome the hesitaricy to buy any stolen goods (create primary demand) and 

then convince him to buy the specific items offered for sale. 

19 

;h~~";~-"''' 

1 

I 

The aggregate supply of an item offered for sale is a function of all 

costs involved in producing that item and the price for which it can be sold. 

The price relationship can be shown as a l{ne, S th f 11 
~ ,on e 0 owing graph. As 

Price 

Quantity Produced 

the price of an item drops, the aggregate quant{ty 1· d 1 
~ supp ~e wi 1 drop accord-

ingly, assuming costs of production are constant. 

Equilibrium between quantity sold and quantity demanded is achieved 

when the buyers and sellers agree on a market pr;ce. 
~ The market price results 

in equilibrium between supply and demand, and determines the volume of goods 

traded, as shown by P (market price) and Q (volume traded) in the following 

graph. 

Price 

P 

Q 
Quantity 

The conventional wisdom of economics indicates an "automatic" movement 

toward equilibrium brought about by competition, free movement of prices, and 

entry and exit of firms from the market. However, a formalized marketing sys

tem is required to equalize local differences between demand and supply. 
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We can distinguish between three special kinds of market economies: (1) 

a "black market" operating in an economy of scarcity; (2) a "market for stolen 

goods" operating in an economy of abundance; and (3) a market for illegal 

items operating in an open economy. In an economy of scarcity a rationing 

system and price controls are used to provide some semblance of equilibrium. l 

The fact that demand is greater than the supply of goods will drive the price 

of goods to an 'artificially' high level (above equilibrium), creating a 

"black market" in which goods move illegally at prices above the official 

price and in quantities not authorized by the rationing system. In an economy 

of abundance, there is a market comparable to the black~arket. In this re-

port, we refer to this market as the "market for stolen goods," consisting of 

stolen items moving through illegal channels. A major distinction between 

the black market and the market for stolen goods is that prices are higher 

than the official market price in the former, and lower than the regular 

price in the latter. Finally, there maybe an economy ",ith a market for i1-

legal items, such as narcotics, moonshine liquor, or prostitutes, for which 

there is not a normal, open market, and in which illegal items move at a mar-

ket price which equates supply and demand. 

lSee M. B. Clinard, The Black Market (New York: Rinehart Co., 1952). 
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The general level of disequilibrium between supply and demand determines 

whether there is a "seller's market" in which supply is less than demand, 

when· the supplier need not stimu late demand because he has the balance of 

negotiati.ng power, the suppl5.er has few problems of selling, and is able to 

name the price; .or whether there is a "buyer's market" in which demand is 

less than supply and the sellers much compete with each other in persuading 

the potential buyers by elaborate systems of marketing (inclUding the cre-

ation of selective demand through advertising, product differentiation and 

other marketing activities). 
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Demand and Supply of Stolen Property 

One could assume the demand curve for stolen goods to be p"tice inelastic, 

even though most of the demand is created because the seller is able to ask 

a substantially lower price. However, the risk and inconvenience of buying 

stolen goods is so great that a substantial price drop is probably required 

to generate more sales. Thus, the demand curve for stolen goods is to the 

left of and below the regular demand as shown in the following graph. 

D 

I 

Price 

\~ 
D = demand curve in regular 

market 

D' = demand curve for stolen 
goods 

1. 
Quantity 

,. 
Since the product has such a strong price appeal, one would also expect 

the products to be highly elastic relative to the income level of the consum-

er. As a person's income level becomes lower, the price appeal becomes even 

more substantial because the price savings are more important. We would also 

expect the demand to be very promotion elastic, since very little promotion 

is done because of the difficulty of promotion. Thus, a little bit of promo-

tion by the thief would probably reach new potential markets of substantial 

size. 
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However, the general demand characteristics for stolen goods prob-

ably varies with both the market segment and with the type of goods. If 

items are extremely hot, for instance very traceable artwork, the buyer takes 

on substantial risk and the seller is giving up substantial risk. This would 

give the buyer a negotiating advantage associated with a buyer's market, and 

yield a low price. If the items are more widely marketable, due to a larger 

or more diverse potential market, demand is increased ~nd the seller gains 

negotiating strength, yielding a higher price. 

Primary demand for stolen goods is probably relatively low in the pub

lic at large, but may be very high within certain low-income sectors of the 

population. However, one could assume that the primary demand for stolen 

goods would increase with an overall increase in theft rate, with a decline in 

the social taboos of associating with shady characters, and with increaAed 

social mobility, even though an increase in average income would make stolen 

goods less desirable. Thus, the stolen goods marketer is not faced with a 

severe problem of having to stimulate primary demand. However, as the. volume 

of stolen goods increases, one would expect increased efforts to promote 

selective demand as thieves begin to compete with each other and with legiti-

mate dealers for the market. In short r thieves and fences are under increas-

ing pressure to becmne marketing oriented. 
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The supply of stolen goods is probably price inelastic. In the short 

run the thief probably 'determines his quantity stolen more by opportunity 

factors than by the current market price of the item compared to what the 

price has been and because he does not have to be concerned about production 

costs. Also, the aggregate supply curve is considerably lower than the supply 

curve for the item in the legitimate market due to the smaller number of pro-

ducers, as shown in the fo llowing ;y,raph. 

Price 

s' 
/ 

/ 
Quantity 

s 
S = legitimate supply of 

an item 

S' = stoien supply of the 
item 

Over a short period of time (perhaps a year), one would expect the 

demand for stolen goods to be reasonably stable in a mark~t. area, although a 

prolonged strike or massive layoff would create a temporary increase in de-

mand. However, the supply of stolen goods is probably a very volatile thing, 

being upset by either a large theft of an item or a large recovery by the 

police. A large theft would shift the supply curve to the right. 
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One would expect that at anyone point in time there would be some-

what of an equilibrium between the supply of and the demand for a given type 

of stolen good in a geographical market area. However, one or two large 

burglaries or hijackings in a city may provide an unmanageable surplus of the 

item in that market. Since both supply and demand are fairly inelastic, a 

small shift in the supply curve has a profound impact on the equilibrium 

price, as shown on the following graph, A cargo theft of the item shifts 

supply curve to Sl, and equilibrium price drops to pl. In this case, either 
D S 

Price 

P 

p' 

Quantity 

one of three things would occur. An equilibrium between supply and demand 

could be re-established siciply by a decrease in the price asked by the seller. 

Or equilibrium could be re-established by transporting the surplus items to 

another market region. Finally, it could be re-established by tapping into a 

new market segment such as selling to the next most risky market which may 

be the legitimate channels. 

Analysis of the state 'of equilibrium between supply and demartct in a 10-

cal market provides opportunities to law enforcement a~enc~s. A continuous in

terdepartmentql monitoring of supply and demand would provide operational in-

formation about the flow of goods. For instance, sales of stolen goods to a 

higher income group would indicate price of the item is higher and reflects a 

lower supply of that item in the one geographical areCi. One could expect an 

entrepreneur to either import more of the goods or to have ~qrG of them stolen. 
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The Markcti.ng Process 

Al'lHortments of Goods: Matching Supply With Demand 

Never will a producer of goods produce in exactly the quantities or 

assurtments needed by potential customers. Nor can a consumer deal directly 

with the various producers of all the items he needs. Clearly there is a 

need for someone to sort out from a. heterogeneous supply of goods and accumu

late an assortment of items attractive to consumers.2 This process of con-

centrating, equalizing and dispersing is performed by middlemen of various 

types. 

The process is guided by the PrinCiple of Minimum Total Transactions, 

the Principle of Massed Reserves, and the Principle of Proximity.3 A slightly 

broader view of generally the same process is achieved by discus~ing the lIutil

ity" of items. A salable item must have four kinds of utility to the buyer: 

(1) form utility is created when materials are shaped into products; (2). time 

utility is created by storing the product until the c~nsumer needs it; (3) 

place utility is created by transporti~gthe product to the place where the 

consumer needs it; and (4) possession utility is created by providing a 

mechanism for exchanging possession and title of the item. Manufacturing is 

generally regarded as creating form utility, and middlemen (and marketing in 

general) are regarded as adding time, place, and possession utility. 

2see Wroe Alderson, Dynamic Marketing Behavior (Homewood, Illinois: 
Irwin, 1965), Chapter 1. 

3T . A. Staudt and D. A. Taylor, A Managerial Introduction to Market
ing (Englewood Cliffs, New 'Jersey: Prentice-Hall, 1965), pp. 223-224. 
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Thus, the distributor or middleman must match a supply of goods that 

l.a heterogeneous in terms of time, location, and quantity with a demand that 

U; ('qua lly h(·tcrogeneolls. Thi.s matching is accomp lished by performing spe-

clfie functions as described in a following section. 

Sorting Stolen Property 

The matching of supply with demand in the case of stolen property 

would seem to be an especially difficult task, since supply and demand are so 

heterogeneous.' Supply assortments range from truckloads of surgical bra-

ssieres to saw logs to guns to die,se~ engines to liquor and a variety of other 

products. Consumer types include other thieves, suspicious businessmen, and 

unsuspecting consumers, among others. 

The Marketing Concept4 states that marketing is most efficient when 

the demand is calculated first and a supply created to match the demand. 

This generally is going to be difficult in the case of stolen property, al-

though we find many ins,tances where specific goods are stolen to match a 
I 

previously determined demand. 

Marketing theory also indicates that a fence would sort out, from a 

variety of stolen goods available, a selection of goods attractive to the 

market segment he serves. Thus, a given fence would be under extreme pres-

sure to specialize according to types of product and perhaps also according 

to types of consumer. 

4 . 
Fred J. Borch, "The Marketing Philosophy as a Way of Business Life,1I 

The Marketing Concept: Its Meaning to Management, Marketing Series No. 99 
(New York: American Management Association, 1957), PP,: 3-5. 
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The theory does support conclusively the evidence that there are in-

deed middlemen involved in the distribution of stolen goods. The mismatch The simplest transaction in a non-barter system of exchange is one in 

between aggregate supply and aggregate demand is simply too great to be equal- whIch goods Hnd money are exchanged directly at arm's length risk. They 

ized by thieves themselves. It is the fencing activity which adds time, place range upward in degree of complexity with concurrent increases in risk, cost, 

and possession utility to stolen goods held by the thief--goods that are un- and time, to ones involving promises to pay and deliver at distant points or 

salable without having these utilities. at future times. All parties in a transaction bear some degree of risk. 

Transaction and Exchange 
The transaction function may be highly centralized or decentralized. 

In the highly centralized transaction, decisions on handling, storage, pric-

The Theory of Transaction and Exchange ing and so forth are controlled by one individual or institution. In this 

The whole marketing function derives from a need to exchange surpluses case, one would expect a short channel of distribution and few middlemen. In 

of a commodity. The tra.nsaction, the act of exchange of ownership and/or a decentralized transaction, more latitude is given to other deCision makers, 

possession of goods, is the basic unit of activity in marketing. Prior to the and we would expect to find a longer channel of distribution and many middle-

exchange, both buyer and seller are unsatisfied; the seller wants cash rather 
men. 

than the goods he has, and the buyer wants goods rather than the cash he has. Transactions Involving Stolen Goods 

The transaction and exchange remedies the situation for both parties. De- We find a variety of transaction-types involving stolen goods, rang-

pending upon the relative dissatisfaction prior to the transaction, there is ing from rather routine to rather complex, and inv9lving various degrees of 

a halance of trading power between the .two parties. risk and trust on the part of the buyer and the seller. A most important con-

Included in the transaction are elements of bargaining (about price, sideration in the transaction between a thief and "his" fence is that. of risk. 

;' quantities, delivery and so forth) which can be either routinized by p.repric- In turn, this requires an inordinate amount of trust between the parties __ a 

ing, prepackaging ana so forth, or the elements can be determined by negotia- trust maintained in part by the unwritten "code of silence" which prevails in 

tion between the parties. To the extent that the negotiation elements are this subculture. In our own interviews and in ones reported by others, there 

inconvenient to either party, a barrier is created which hampers the transac- is a tendency for a thief to refer to "my fence" or "our fence" in a rather 

tion. possessive way, indicating that for a professional thief one of his most im-

portant business a 9sets is a ready contact with a fence. There is also an out-

standing reluctance among the thieves to disclose any information about the 

fence; even those thieves willing to disclose embarraSSing personal informa-

tion and information about crimes they had committed T,J'ithout detection would 

not reveal information about fences. 
29 
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In a legitimate busfness the mechanical elements of the transaction 

arc usually minimized and routinized to make the actual transaction as conven-

ient as possible. However, an illegal transaction is typically surrounded by 

awkwardness, and the time, place, and other physical mechanics of the transac-

tion lead to much inconvenience for both parties. To the extent that the 

transaction can be made more convenient, both parties benefit. One way to 

make it more convenient is to use specialist middlemen, such as a fence. 

The necessity of using a fence highlights three problems of transac-

tion and exchange: location, types of products and motivation to exchange. 

First, sources of supply and demand must be located. Second, the types of 
., 

products to be exchanged must be determined. Finally, even though the sources 

and types have been located, the buyer and seller must be motivated and will-

ing to exchange. A rational consumer simply cannot believe that a transaction 

involving stolen property is a very risk-free purchase, and it 'certainly is 

not a convenient transaction. These two elements alone severely limit the 

market for stolen goods, both in quantity and in the type of buyer. The mo-
\ . 

. , tives and preferences of the parties are paramount considerations to an effec-

tivc exchange, and are discussed in a later section. 

There are two very distinctively different kinds of transactions in 

which stolen goods are exchanged between thieves, fences, legitimate dealers, 

and consumers. The distinction is made on the basis of the seller's effort 

to conceal the fact that the goods are stolen. 

31 

(1) In some cases, no effort is made to conceal the fact that 

the goods are stolen. It is most likely th'a.t this would be 

a rather simplified type of transaction ~'lhich could OCcur 

(2) 

at most any time or place with precautions to preclude detec

tion by law enforcement officials. Both buyer and seller 

are taking risks, since both are subject to prosecution; 

However, with both parties trying to camouflage the ex

change, there is much difficulty in detecting the exchange. 

In other cases, some effort 1.·s made t I o egitimize the trans-

action. The seller must convince the buyer that the goods 

are legitimate in order for the prospect to be a potential 

buyer. In this case, the seller is taking risk of convic

tion. The buyer is not willing to take the risk. If he 

knows that the goods are stolen, he is not willing to buy, 

and may even report the attempt to sell. For instance, a 

legit'imate art dealer reported a thief's attempt to sell 

art work and the thief was arrested and convicted. Since 

the seller must make an eff.ort to d' . h 1.sgu1.se t e exchange, 

both to convince the buyer to buy and to . conV1.nce the buyer 

not to report the exchange, there may be a tendency for the 

selling job to be done by a selling specialist -- a fence 

of some type who has a legitimate cover or front. However, 

there were several reports of cases where, the thief did the 

legitimizing and selling himself, as in the case of selling 

stolen silver goods to a second hand jeweler or as in the 

case of disposing of goods through a pawnshop. 
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The most complicated exchange reported to us was a case in which the 

buyer bought (knowingly) a television set in a bar, without seeing the set 

beforehand. He paid the cash price and gave his car keys to the bartender 

who would have someone drive the car to another location, load the set, and 

return it to the bar. Thus, the buyer gave up cash and his car, trusting 

that the car would be returned with the right kind of goods. Surely, this 

type of exchange demands an inordinate amount of mutual trust. 

The simplest kinds of exchanges were of the "Hey buddy, want to buy a 

watch?1I type for the blatantly illegal transfer, and of the simple pawning 

operation in cases where an attempt was made to legitimize the transaction. 

The Consumer 

Consumer Behavior: Buying Motives and Buying Habits 

Characteristics of consumer motives and behavior are a very critical 

element in marketing. A detailed consumer analysis is not within the scope 

of this study since the topic is really large enough to support its own re-

search project. As in legitimate marketing theory, however, it is impractical 

to consider the market for stolen goods without also considering the prefer-

ences and characteristics of the consumer. Classification schemes that dis-

tinquish between the several types of consumers can be categorized generally 

into buying motives and buying habits. 
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Buying motives refer to the reason a person decides to buy a certain 

brand or to buy at a certain outlet. Motives for buying a product may be in-

herent, such as a biological drive for food, or learned from time and exper-

ience in the marketplace. Motives also may be either rational (decision made 

strictly on the basis of price or functionality of the product) or emotional 

(to satisfy prestige, status, maturity, or other psychological or social 

needs). A consumer's belief that he is getting a 'bargain' is a strong buy-

ing motive, and provides part of the explanation for a market in stolen goods. 

Buying habits refer to the pattern of behavior exhibited in the market 

prior to and during the transaction. The state of the buyer at the time of 

contact with the proposed purchase influences the search behavior of the buy-

era Thus, a buyer may be in one of the folloWing categories relative to the 
,. 

purchase of stolen goods: unaware that they are available, ~ that they 

are available, interested in buying some, intending to buy stolen goods, or 

a buyer of stolen goods. In much the same way we can classify buye~s of 

stolen goods into several usage classes ranging from non-user to heavy user. 
it 
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Consumers also can be classified on the basis of their buying behavior. 

The way people buy a given product has been categorized into the following six 

5 types: 

(1) A habit determined group of loyal consumers who tend to be 

satis~i~d with the product or brand last purchased. 

(2) A cognitive group of consumers who are s'ensitive to ration-

al claims. 

(3) A price cognitive group of consumers who decide principally 

upon the basis of price or economy comparison. 

(4) An impulse group of consumers who buy on the basis of physi-

, cal appeal. 

(5) A group of emotional reactors. 

(6) A group of new consumers of a given product who have not 

yet stabilized in their buying patterns. 

As shown below, each of these categories is descriptive of a specific type of 

consumer of stolen goods. 

The Consumer of Stolen Goods 

Most consumers are probably not contacted as potential buyers by thieves 

or fences. If this is so, we expect that some regular users consume the major 

portion of stolen goods, that they are a market segment having a definable compo-

sition and that they are readily distinguiShable from the remainder of the pub-

lic. These factors create the possibility of making a consumer profile anal-

ysis -- a definition of the socio-economic boundaries of various kinds of 

users of stolen property. In turn, this would provide a great deal of informa-

tion about the traffic in stolen goods. 

5 . . 
Adapted from W. J. Stanton, Fundamentals of Marketing, (New York: 

McGraw-Hill, 1964), p. 109, and W. A. Woods, "Psychological Dimensions of Con
sumer DeCisions," Journal of Marketing, January, 1960, pp. 15-19. 
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For illustrative purposes, we can divide consumers of stolen goods 

into distinctively different categories, In t' t' ves '~ga ~on as well as prosecu-

ti.on varies with two important characteristics of the consumer: (1) if the 

buyer knows the goods are stolen, and (2) the frequency with which he buys 

stolen property. 

We define an unaware consumer as one who buys stolen goods without 

knowing they are stolen. This could occur because he is buy~ng ~n d 
.L .L a suppose _ 

1y legitimate outlet and has no reason to be suspicious. Even though he is 

buying products outside of regular channels, the thief or fence may make 

elaborate efforts to legitimize the exchange; i.e., a bartender sells a fur 

coat, claiming he had bought it for his girlfriend before they broke up, 

define an aware consumer as one who knows full well, or reasonably should 

We 

know, that the goods are stolen, and buys them anyway. 

The frequency 'Ylith which a person buys stolen property ~s 
.L an important 

characteristic as well, regardless of the t t f s a e 0 awareness. We define a 

light user as one who rarely or perhaps only once buys stolen goods. A heavy 

~ is a person who regularly buys stolen goods. I t may be such a regular 

part of his behavior that he "checks around" about the . availability of stolen 

goods prior to buying one in the legitimate channels. 

substantial portion of his needs with stolen property. 

36 

He expects to fill a 



, 
" 

. could be made between consumers by using the Finer distinct].cns 

11 but l~ttle would be gained here by doing so. Thus, "medium" category as we, .L 

even with a simple classification, we arrive at four kinds of consumers: (1) 

an unaware light user, a person unknowingly buying stolen goods by buying in 

and marg~nal or second-hand stores, (2) an unaware heavy user, of legitimate ... 

bl ~ns~gn~ficant number; (3) an aware light user, who which there are'proba y an.L .L .L 

f emot~onal motives, and (4) an aware heavy user, who is prob-may be buying or .L 

ably in an income and morality group where this is the necessary or accepted 

mode of behavior. 

In the case of "aware" users, the consumer is likely to have buying 

1 'd t'f' d For example, the consumer must be habits that could be easi y ]. en ]. ].e , 

contact W~th a fence or a thief--a characterisiic that is able to corne into .L 

not necessarily widely held throughout the citizenry since many persons simply 

bars nor have shady friends-of-a-friend. The consumer must do not frequent 

h d 'l ava~lable since there is little or no use have the full price in cas rea]. y .L 

of credit. The consumer must be willing to assume the various kinds of risks 

the '-~sk of detection and the risk that the product is involved--especially ~ ... 

unsatisfactory. The consumer must be someone who would prefer to buy the 

h than through Conventional channels and he must be willitem this way rat er 

ing to tolerate the inconvenience of doing so. 
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Further, "aware" consumers would likely be distinctive in tenns of 

their motives for buying stolen goods. Motives could range from money savings 

to the psychological thrill derived from "beating the system." However, the 

most powerful motive apparently is derived from the substantial price savings 

involved (price savings range from 25% to ~O% reductions off regular retail). 

To gain this price savings the consumer must give up many convenien.ces that 

he could nonnally expect from the conventional channel of distribution; for 

instance, time, quantities, place, selection from an assortment, service, 

warranty, ane! others. These conveniences are a lot to give up for a price 

savings, and we expect that persons willing to do so are a rather unique and 

definable group . 

Surely a group of consumers with such unique buying habits and motives 

have demographic and socioeconomic characteristics that can be id«ntified 

through research processes. Precise defini~ions of these c~arKcteristics 

would provide much usable information about market segments allowing o~e to 

build a hierarchy of markets according to the risk involved in selling to 

each. Much can be learned about a fence by studying the classes or groups 

which' constitute his customers. 
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Functions of the Middleman 

Functions of Middlemen 

of concentrating, equalizing and dispersing goods, In the processes 

11 reflects the fact that middlemen (and marketing in the literature genera .y 

f . 6 and identifiable unct~ons: general) must perform eight separate 

(1) Functions of Exchange: Buying, Selling 

h . 1 S ply' Transp.ortation, Storage (2) Functions of P ys~ca up . 

. F~nanc~ng, Risk-Taking, Market (3) Facilitating Funct~ons: L L 

Information, Standardization 

less important than the others deAn~ne of ' these functions may be more or 

pending upon the p~tuation but they must all be performed. 

The Selling Function.--Selling is "the personal or impersonal process 

of assisting and/or persuading a prospective custom~r to buy a commodity or 

a service or to act favorably upon an idea that has commercial signifi-;ance 

to the seller. 7 The aim of the selling function is to accomplish transfer of 

ownership of a commodity. The'selling function can be divided conceptually 

8 (1) product planning and development, (2) into five subsidiary functions: 

the cont~tual functions required to make contact ~ith a potential buyer, 

(3) ~emand creation _ act~vities of convincing the person to buy, (4) negotia-

to the transactio.n, and (5) the contractual tion of the fact~rs pertaining 

functions required to formalize the sale. 

6 '. 1 et. a1., Principles ofM...Il.r,1<:eting (NI~w York: Mac-R. D. Tous ey, _ 
millan, 1962), p. 14. 

7 Committee on Definitions, Marketing Definitions,: . A Glossary of Mar
keting Terms (Chicago: American Marketing Association, 1960). 

8Tousley, op. cit., p. 15. 
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The Buying F4~ction.--Buying, which includes transfer of ownership 

(possession in the case of stolen goods) is the marketing function of control-

ling or concentrating goods to facilitate sale, purchase, production, or use. 

Thus, purchases can be made for on~ of three objectives: buying for business 

u~e, buying for resale, and buying for ultimate consumption. Buying for 

business use may mean buying resources for use in production.' Relative to 

buying for resal~, the buying function can be divided into five subsidiary 

functions:
9 

(1) planning a desired assortment of goods, (2)'contacting po-

tential suppliers, (3) assembling a variety of goods, (4) negotiating details 

of the purchase, and (5) the contractual functions required to formalize 

the purchase. The buying and selling functions taken together add possession 

utility, to the product. 

The Transportation Function.--The transportation function provides 

the physical transfer of goods from producer to user, including movement be-

tween the intermediaries required in the marketing channel. Basically, the 

transportation of goods adds place utility to. the items. Differences in tim-

ing and location o,f markets require the transportation function to be per- . 

formed. 

The Storage FunctioIl.-~Storage involves holding goods for periods of 

time between the time they are produced and the time they are consumed. 

Storage tends to level out fluctuations and differences in 'quantities pro-

duced and'demanded, and is a necessary function,in matching supply and demand. 

Storage creates time utility in a product. The owner of goods in storage 

-bears a risk that the goods may decline in market valu~ during the stora~e 
period. 

9,. . 
~., p. 16. 

40 
, 



)) , 

/ -, 

- - - -~------ ---

Till' Financing Function. --IIMarket financing is that part of the general 

business function of providing and managing funds and credit which is directly 

related to the transactions involved in the flow of goods and services from 

. d . 1 1110 producer to consumer or 1n ustr1a user. When goods are owned, capital is 

invested in them and the capital costs money. The financing function provides 

this capital. 

'The Risk-Taking Function.--Risk typically is defined as a hazard of 

loss in which the probability of loss is known. Any time a middleman per-

forms an activity relative to property, it costs him money, and he takes a 

risk that he can recover the money by selling the goods a-t a higher price than 

he paid for them. If the probability of risk is known the middleman can in-

sure himself against loss. 

The Market Information and Research Function.--To the extent that mar-

keting decisions are based on concrete facts, the marketing function will be 

performed more ·efficiently. Otherwise, decisions are made on the basis of 

guesses, and success will be a function of chance. Market research includes 

the gathering, recording and analyzing of all facts about~problems relating 

to the transfer and sale of goods and services. Practically all areas of 

marketing are subj ect to scientific research processes, including market . 

analysis, consumer research, advertising research, among others. 

The Stand~rdization Function.--The standardization function determines 

the basic limits or grades in the form of product specifications to which man~ 

ufactured goods must conform, and the/classes into which products may be 

sorted. ll It also includes the activity of determining the appropriate quanti-

ties for package units. 

10Committee on Definitions, ~: cit. llIbid. 
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In legitimate marketing, it costs money to perform each of these 

functions. Each function must be performed if goods are to be distributed. 

Each function is problematical to the marketer. 

There is a tendency for middlemen to routinize the functions to gain 

economies of scale and economies of specialization. The more often a function 

is performed, the greater is the tendency to build an institutional frame-

work for the activity. Some of the smaller functions, in fact, give rise to 

complex institutions for insurance and brokering. However, the more a func-

tion is institutionalized the more visible it becomes. 

Functions of Middlemen for Stolen Goods 

In order to create equilibrium between demand and supply, all middle-

man functions are performed by someone at some point in the total transaction. 

The amount of time or sophistication present for each function may vary great-

ly with the type of good, its price, the amount of processing needed and other 

variables. Some activities may be accomplished by specialists, others by the 

thief himself. 

Selling of stolen goods.--Sales to various buyers differ in the amount 

of involvement of the seller. The quantity of items to be sold dictates in 

part the role of the middleman in selling. If there is a large quantity to 

he sold, the middleman or fence plays a larger part in arranging and facili-

tating the sale. 

Direct selling is by far the dominant form of selling with respect to 

stolen property, although there may be a broker of some type who brings buyer 

and seller together. In some cases, the seller has the negotiating power, at 

other times not. Where supply is greater than demand, the seller usually 

makes the initial advance to begin the transaction. 
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Buying of Stolen Goods.--The buying function is probably the most im-

portant function that the fence provides--he is getting the goods off the 

hands of the thief. Statistics indicate that the number of buyers or fences 

of stolen goode> is less than the number of sellers or thieves. The buying 

function of the fence is an illegal part of the transaction. 

There 'may be reciprocal buying agreements where one fence agrees to 

buy a certain type of goods from another fence in return for the same agree-

ment. In many instances of centralized marketing and in organized crime, the 

responsibility for buying decisions reposes in a group who decide what will 

be purchased and fenced. The individual buyer simply carries out his orders 

to buy and fence certain products. 

Transportation and Storage of Sto le'n Goods. --The transportation and 

storage functions can be most critical to the successful fencing of goods. 

The ability to move the goods from the thief to the next user is one of the 

prime respqnsibilities of the middleman. 

Being able to obtain and provide goods at the rig~t place and at the 

right time are the means by which time and place utility are created in goods 

that would be otherwise unsalable. 

By token of their complexity and importance, the transportation and 

storage functions would seem to be among ,the most vulnerable links in the 

fencing operation. 

Fi,nancing of Stolen Goods. --The f'ence provides a major source of fi-

nancing for the thief. The fence almost always has cash available and usually 

pays the thief directly and immediately in cash--a necessary requirement for 

addicts and criminals in need of bail. As a middleman, the fence is in a posi-

tion to turn the goods for cash and consequently is a major financer. This is 

true of second-hand'dealers and pawnbrokers as well as the full-time fence. 
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A socio-economic analysis of individuals or types of businesses able 

to pay cash might yield valuable information as to the identity and operations 

of (('nce:;. 

';11 Stolen Goods. --The thief faces one major type of risk-Rlsk-Taking .L 

the risK of detection during and after the theft. The fen~e faces two major 

types of risks--the risk of detection while performing anyone of the middle-

man functions and a significant economic risk. The latter risk arises because 

d f goods and he may not be able to sell them at he has committe resources or 

a profit. The fence is better able than the thief to protect himself against 

b of al1.'b1.'es, covers and fronts, but he is gen-the risk of detection y means 

erally less able to protect himself against economic risk. However, extor-

tion, threats and other "insurance devices" associated wi,th organized crime 

would provide some protection. 

r1.'sk' 1.'n all of the middleman functions such as deteriThe fence faces 

oration or obsolescence during storage or transportation, decrease in retail 

price of the goods in legitimate channels, and poor intelligence or market in-

formation. 

Market Research for Stolen Goods.--The dominant form of market infor-

1 d f th communications between consumers, fences, mation is apparent Y wor -0 -mou 

information-brokers (bartenders, for example) and thieves. We found no evi

dence of sophisticated data gathering and analysis similar to the very effec

tive techniques used by legitimate businessmen. It is likely that syndicated 

crime does, use such techniques on large volume transactions. When more 

thieves and fences begin using market research and intelligence gathering 

to bUS1.'ness and law enforcement agencies, we can expect intechniques similar 

creased traffic in stolen goods because these techniques are the first signs 

of market orientation. 
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The Standardization Function for Stolen Goods.--Because thieves and 

fences deal mostly in goods already manufactured and packaged, the standardi

zation function is not as important as others. However, in the case of cargo 

thefts of industrial or semi-processed goods, the standardization function 

takes on added importance because the fence performs some of the grading and 

packaging. 

In summary, it is reasonable to expect that each of the middleman func-

tions must be performed to a greater or lesser extent if stolen goods are to 

be distributed. Further, one cannot expect them to be less problematical for 

the thief or fence than they are for the legitimate dealer. We find evidence 

that specialists do exist in the channel of distribution for stolen goods. 

TIleir primary function is to solve the problems of distribution--for example, 

persons who provide contacts between sellers and buyers for a "cue" or fee. 

Other examples of middlemen activities are examined in the following sections 

on marketing management and channels of distribution. 

Marketing Management 

Marketing management is the term used to describe the process of choos-

k . d a k tl.·ng ml.·x In vl.·suall.·zing the total activi-ing a mar et1.ng strategy an a m r e . 

ty of a marketing institution, it is Widely held that the firm must create a 

total program of integrated marketing management decisions in the five major 

areas of channels of distribution, price, promotion, product, and market seg-

mentation. 
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The Marketing Mix Concept 

This "mix" of marketing management decisions must fit a predetermined 

nnd well-defined market segment. The target market segm~nt is a set of poten-

tinl clIstomers, homogeneous in the sense that they share a common need for, 

ability to buy, and Willingness to buy the product being sold. A marketer 

will build a different marketing mix for each of the different market seg-

ments he serves in order to match the habits and motives of the market. 

In legitimate business some production activities impose restrict.ions 

on the way the marketing function is implemented. The same situation holds 

true for the distribution of stolen goods. There are some problems involved 

in the theft of goods which dictate that the thief use certain marketing 

strategies in disposing of his stolen goods. Two of these 1"production" 

problems seem most critical in the case of fencing. 

First, it is important for the thief to "get off the goods" as soon 

as possible. He is under great pressure to transport the goods from the site 

of the theft. Unlike a legitimate marketer, the thief usually cannot store 

the goods while waiting for better market conditions or for a better assort-

ment. The minimization of risk by putting distance between the thief and 

the evidentiary goods is critical. 

Second, it is usually important for the thief to get cash as soon as 

possible after the theft. A recurring point made by our sources was that 

they spend money as fast as they get it and that they were always under real 

or imagined (often a desperate) pressure to get'more cash. All sources stated 

that they would not release goods to an ultimate consumer without cash on the 

spot, although they may sellon very short-term credit (a few hours at the 

most) to a fence. 
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Otherwise, the thief and the fence have a good deal of flexibility in 
/{JiN 

selecting a marketing ~trategy. In some ways, such as having~cost of goods 

sold and freedom from legal constraints, they have more freedom than legiti-

mate businessmen. In other ways, such as concern about the threat of detec-

tion, they have less flexibility in their marketing behavior. 

Channel of Distribution 

Definition 

The channel of distribution is traditionally defined as " ... the 

route taken by the title to the goods as they mOve from the producer to the 

ultimate consumer. ,,12 This definition is obviously not usable for our 

purpose since the title to the goods is separated from the possession of the 

goods by the thief. Thus, the definition is altered to mean the path taken 

by possession of the goods between the producer (the thief who produces stolen 

goods) and the consumer (the person ultimately consuming the goods), since 

possession supplants ownership in the case of stolen property. 

The channel is composed of a series of middlemen whose £unctions are 

routinized to the extent that 'their activities are repeatable. The channel 

has a structure, length, and process, each of which changes wit.h type of 

product, type of customer, and with other variables. Structure is the rela-

,tionship between the middlemen. Length refers to the number of steps in-

volved in the distribution. The process includes the various functions per-

formed by middlemen as detailed earlier. 

----~-.-------------

l:'lIbid. 
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Channels of Distribution For StQlen Consumer Goods 

We distinguish between specific channels of distribution for stolen 

goods on the basis of two key factors: consumer knowledge and type of pro

duct. First, a distinctive channel will be used if the consumer knows or 

reasonably should know that the products are stolen and that the exchange is 

illegal. A different ,:;hannel will be used if the thief or fence must make 

some effort to legitimize the transaction. The second distinction is based 

on the type of product -- whether the goods are ready for consumption (the 

consumer market) or whether they must be substantially converted prior to 

final consumption (the industrial market). 

Consider first the variety of channels possible for consumer goods. 

The channel structure, length, and 'process vary with consumer knmvledge of the 

fact that the property is stolen. 

Consumer Knows the Goods Are Stolen.--Here none of the parties are 

concerned with trying to disguise the fact that the transaction is illegal. 

The only difference between channels in this case is in terms of the number 

of middlemen involved. 

(1) Thief (by direct sale) ---- consumer. 

The thief makes no effort to legitimize the transaction. He 

does have the problem of matching a very heterogeneous supply 

with heterogeneous demand. He can solve this problem in part 

by getting an order for a specific product and then stealing 

it, a practice very much in line with the Marketing Concept 

described earlier. We would not expect this to be a very insti:-

tutionalized or formalized operation. The transaction amounts 

to a cash-and-carry discount sale. The thief himself must 

perform each of the functions of a middleman.' 
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(2) Thief ---- fence ---- consumer. 

This channel structure would be used when the thief, for 

anyone of a number of reasons, cannot perform one or more 

of the functions of a middleman and must involve another 

person. Fences of the type used in this channel are appar-

ently often bartenders and persons (prostitutes and others) 

who frequent bars. The bar is a good contact point because 

it provides contact with the most likely market segment. 

The fence may take possession of the goods and derive his 

profit from the sale. He may also act merely as a broker, 

bringing the buyer and seller together. When the fence takes 

possession of t)-d~ goods, he is actually performing most of 

the fu~.::tions of a middleman. 

Consumer Does Not Know the Goods Are Stolen:--Somewhere in the channel 

an effort is made to legitimize the transaction by disguising the fact that 

the property is stolen. The legitimizing transaction is marked below by an 

arrow ( ~ ) in the following examples. Again, differences in channels 

involve differences in the number and type of middlemen involved in the flow. 

.. ' 

(1) Thief (by direct sale) ~ Consumer. 

In dealing directly with an unsuspecting consumer, the thief 

must take steps of some kind to legitimize the transaction 

by giving an aura of legalitY"'lwhich may be difficult for 

many thieves. His price i;:~:ee:t\Ted is high ~ since there are 

no middlemen. His costs may also be high since he must per-

form all the functions of a middleman in addition to any 

costs involved in legitimizing the transaction. 
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(2) 'Ihief ---- fence -+ consumer. 

In these cases, the thief himself either cannot perform one 

or more of the functions of a middleman, or can not effec-

tively legitimize the transaction. This may be the case 

where the volume of goods is so great that the thief cannot 

handle them and thus turns to a fence for the various middle-

man functions. The price received by the thief is lower, 

since the price to the consumer must be high enough to allow 

a margin for the fence. The fence may also place an order 

with the thief to provide specific items to match the market 

segment the fence has arranged. An important case of this type 

is where the fence operates a cover or front institution of SOme 

kind that provides an aura of legality to the unsuspecting 

consumer. 
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legitimate wholesale or retail outlet ---
consumer. 

Truly legitimate outlets are hesitant to buy from irregu

lar, non-institutionalized sources of supply. Thus it is 

usually difficult for the thief to legitimize this kind of 

transaction, since he does not have an institutional base 

from which to work. This would seem especially true in 

sales to those wholesalers who typically buy direct from 

manufacturers. However, a thief of large cargo shipments 

mny be able to build a cover story adequate to allow him 

to sell a shipment of goods, perhaps by posing as a manu

facturer's representative. Many legitimate dealers do buy 

from non-institutionalized suppliers and some, such as pawn 

shops and dealers in antiques, stamps, coins, second-hand 

goods, silver and guns, must buy regularly from anyone 

walking into their store with even a weak attempt to legiti-

mize the sale. 

(4) Thief ---- fence ~ legitimate dealer, ---- consumer. 

When the thief cannot legitimize the transaction or when 

he can not perform some fun,ction required for distribution, 

he must utilize a middleman. Again, this may be due to a 

high volume of goods involved as might happen from a cargo 

theft. Frequently, in cases of this type, the fence is 

someone who does have an institutional front or cover to 

legitimize the transaction with the legitimate: dealer: 

Again, the thief's price must be low enough to allow for 

the margin required by the fence. 
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Channels of Distribution for Stolen Industrial Good.§. 

Consider now the channels of distribution for industrial goods. 

These are products which are stolen and must be substantially converted be-

fore they are consumed. The goods which are stolen amount to supplies pur-

chased by another company and which are then converted into consumer products, 

or are items used in the conversion process. In almost every case, there is 

a legitimizing transaction (as shown by the arrow) somewhere within the chan-

nel before the consumer. 

(1) Thief--+- legitimate supplier ---- producer ---- consumer. 

In this instance, we assume that the supplier is not aware that 

the goods are stolen and that the thief must make some effort 

to legitimize the transaction. This channel structure in-

eludes cases where a thief sells saw logs to a legitimate 

sawmill which converts them into lumber, and wherE ~ thief 

sells stolen cattle to a legitimate slaughter house. In 

cases where the legitimate supplier must buy from a large 

number of individuals, it may be fairly simple for the thief 

t~ .legitimize the transaction. 

(2) Thief ---- fence-like supplier --+- producer ---- consumer. 

In some cases, the thief must utilize a fence who has an 

institutionalized contact with the producer due to the nature 

of the product and the way that supplies normally reach the 

producer. This is so in the case of stolen copper wire and 

for mercury stolen from gas meters. Once again, the price to 

the thief is lower because the fence must be allowed a margin. 

The fence simply merges th'e stolen goods in with a larger 

supply of legitimate goods . 
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(3) Thief ---- fence 
supplier ---- producer ---- consumer. 

- s':"l· en goods do not have to be converted In some cases, the .I~V 

form but a.re useful only in an industrial setting. into a new 

An example of this kir~.j of product is the cargo of diesel 

industrial engin0s acquired in a truck hijacking. It is 

highly unlikely that an independent thief would have the 

ability to dispose of the products himself and "'QuId have to 

use a fence that had a legitimate cover. 

to determl."ne the relative volume of stolen goods mov
It is difficult 

tl..,rough each of the various channels. tng 1/ 

The wide variety of middlemen oper-

channels -- including rack jobbers, drop shippers, 
ating in the legitimate 

"" en tru:::k jobbers, among others 
manufacturers' agents, brokers, comml.~sl.on m , 

front for legitimizing sales. 
make it easy for a fence to assume a cover or a 

d l."nvestigation models affecting all channels are sug
Blocking strategies an 

gcsted in chapter four. 
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Price 

Prlc(' 'l'hNn-y llnd Practice 

The price asked by a seller deI'ends primarily on thr'ee related fac-

tors: 

(1) Market demand. Generally demand for the item will increase 

as price for the item decreases as seen earlier. 

(2) Cost. Profitable sales dictate that the selling price must 

be greater than the cost of producing the item. However, it 

is &enerally held that cost determines profit rather than 

price. 

(3) Competition. As more persons try to sell similar items, the 

price will generally drop due to the increased supply. 

The seller must balance each of these factors, although he may not have com-

plete information about each of them,in arriving at a price which will be 

satisfactory to his market segment and to his profitability. 

If one seller's price is higher than that of a competitor, he must 

offer some type of additional inducement to overcome the disadvantage. Com-

mon kinds of non-price competition are premiums such as trading stamps, ser-

vices such as delivery or credit, and imputed quality differences created by 

promotio~. As one seller's costs are lower, he can lower his price and in-

crease demand for his output. Again, this seems to be a major factor in the 

continued traffic in stolen goods since thieves and fences are somewhat 

limited in the kinds of non-price competition they can mount against legiti-

mate sellers. 
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There are a variety of objectives open to a seller, as well as strat-

egies for achieving the objectives, by altering his price. Perhaps the first 

choice to be made is between a pre-priced, non-negotiable level (as is typi-

cally found ina supermarket), and a negotiated price to be determined by 

the bargaining power of each customer (such as often happens on a used car 

lot) . 

There are several objectives to be achieved by pricing: 

(1) Specified rates of return on investment or profit maximization. 

(2) Price stabilization. 

(3) Market share. 

(4) Competitive considerations. 

(5) Minimization of loss. 

To accomplish·these objectives, the marketer may adopt one or more of the fol-

lowing strategies for pricing stolen property: 

(6) Traditional pricing, where the thief customarily receives, for 

example, one-third of the retail value of the items fenced. 

(7) Discount pricing, where a fence sets his price to the public at 

"20% below retail," for example. 

(8) What-the-market-will-bear pricing, where the thief and fence 

agree on a price as a result of the balance between negotiating 

power. 

(9) Cost-plus formula pricing, in which the fence adds a fixed mark-

up to the price he paid to the thief. 

" I,.~:-
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A widely regarded pricing procedure is the one provided by Oxenfeldt: 13 

(1) Select a market target 

(2) Choose a brand image 

(3 ) Compose a marketing mix 

(4) Select a prite policy 

(5 ) Determine a price strategy 

(6) Arrive at a specific price 

A host of other problems face the marketer in arriving at a price which 

wi 11 allow him to compete effectively. Th bl e pro ems are of major significance 

since price is the mosi obvious difference between sellers 1.·n many cases. 

Pricing of Stolen Goods 

Again, price is a function of cost, demand, and competition. The 

total monetary cost of stolen goods sold 1.·s tIl ex reme y ow--so low, in fact, 

that it is not really a price determinant. A . major non-monetary cost of pro-

ducing stolen goods is the amount of time spent in confinement if, the thief 

is caught. Only one source, a thief who had spent many years in jail and who 

now has apparently gone straight" ment~oned th~s " f "- "- as a cost 0 doing business" 

and decided that it was too h1.·gh. Oth er sources stated that the probability 

of having to pay this cost was so low that it really was not worth considering. 

Thieves and fences have the same problem in reading demand that a 

legitimate seller has. They can only estimate the rBldtibnship between price 

and quantity demanded, or use a tr~al a d h d "- n error met 0 for determining de-

mand. 

13 '> 

See A. R. uxenfeldt, "Multi-Stage Approach to Pricing," Harvard 
,Business Review (July:"August, 1960), pp. 125-133. 
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Price competition among thieves is probably not too strong with re-

spt'ct to a given product. The maj or competitors are the legitimate <'iealers 

in the product. 

Tilus, the thief and fence are not able effectively to use cost, demand 

and competition in setting price. However, the thief and fence do have a very 

effective base upon which to arrive at the price for an item. Their pricing 

base is simply th; regular retail price in legitimate outlets. The price 

received by the thief will probably vary around the base price with respect 

to two factors: (1) the efforts made to legitimize the transaction, and (2) 

the involvement of a fence in the channel. 

Consider first the case where there is no effort made to legitimize 

the transaction--both when a fence is used and when a fence is not used. 

(1) Direct sale from thief to an aware consumer. If the thief 

asks a price that is too low, he loses the opportunity for 

additional profit on the sale. If the price is too high, 

he loses some of the differential advantage of selling 

stolen good.s, and must overcome this with an additional 

selling effort or with some form of non-price competition 

that is difficult for him to provide. 
/ 
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i 
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(2) Sales through a fence. The price the thief gets from a 

fence must be low enough so that the fence can cover the 

cost of services he provides. These services are of two 

major kinds. First, since the fence takes some of the 

risk from the thief, there must be an additional cost to 

the fence. Secondly, the fence provides some real middle-

man services to both the thief and the consumer. All of 

these services are costs to the fence and must be covered 

by the margin between what he pays the thief and what he 

gets from the consumer. For instance, the fence pays im-

mediately and in cash. He typically has to gtore the 

goods in some way before they are sold to the consumer. 

In some cases he has to reform or grade the items, such 

as resetting diamonds or repairing tape decks damaged dur-

ing the theft. Thus, the thief gets a lower price when he 

deals with the fence, but he gets additional benefits and 

services to compensate for it. 

In the case where an effort is made somewhere within the channel to 

legitimize the transaction the pricing problem is more difficult. 

(1) Direct sale to consumer. In a direct sale to the consumer , , 

the thief cannot ask a price that is too low for it would 

be an indication that the transaction is not legitimate. If 

the price is too high, the thief comes into direct competi-

tion with all the legitimate dealers handling the same pro

duct. Thus, the thief loses a differential advantage be-

cause he does not offer the services and conveniences typi-

cally ·offered by the legitimate dealers. 
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(2) Sales through a fence. If the thief deals with a fence, the 

job of legitimizing the transaction falls on the fence. The 

thief is not under pressure to ask a high price to disguise 

the hct that the goods are stolen. By lowering his price 

the thief susto..ills an opportunity cost but he obtains the 

necessary middleman services of a fence. The fence, by means 

of his cover or front, can then ask a price that is below 

the regular retail price. The bargaining power relative to 

price also depends upon which individual takes the initia

tive in the transaction--if a fence asks a thief to bring 

in a particular' good, the thief has price bar?aining power. 

If the thief tries to sell to a fence, rhe fence has price 

bargaining power. 

In summary, the thief faces a dilemma in that his price may be toohigh 

or too low. However, the thief does have a ready reference in tha regular re-

tail price. The pricing obj e(~;tive of the thief is simply to arrive at a price 

that will move the goods and provide cash. 

Promotion 

Promotion Concep,ts 

The objective of a promotional program .is to stimulate demand for an 

item. The sequential problem faced by the seller is to create attention, 

interest, desire, and conviction on the part of the potential buyer to make 

an exchangew:i.th the seller. To a~hieve this objective, a promotional mix is 

created which may include advertising, personal selling, sales promotion, and 

other promotional tools. 
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The promotional program offered is thought by many to be closely re-

lated to the channel of distribution used. Fo~, instance, a long channel of 

distribution (one including many middlemen) typically also provides distribu-

tlon over a wide geographical area and this req.uires a "broadcast" type of 

promotion provided by newspapers, magazines, radio and TV. 14 A short channel 

(the shortest is direct selling between producer and consumer) would best be 

served by the "closed circuit" promotion found in face-to-face contact between 

buyer and seller. The most effective promotion (and the most expensive) is 

that of a salesman in face-to-face contact with the potential buyer. 

A similar model distinguishes between "push" and "pull" advertising. 

A "pull" strategy is one in which there is extensive advertising to the con-

sumer who, it is hoped, will pressure retailers to stock the item. A "push" 

strategy is one in which the producer convinces the wholesalers and retailers 

to stock an item thereby providing exposure in the market. 

A major problem in promotion is that of how to contact potential 

buyers. In general, it costs money to make a contact with anyone, and money 

spent on contacting persons who are not really potential buyers is wasted 

circulation of advertising. 

Promotion of Stolen Goods 

Of all the parts of the marketing mix involving stolen goods, promo-

tional aspects are the most difficult to describe because they are least 

prevalent. Again, we differentiate promotion strategies on the basis of the 

potential buyer's willingness to buy stolen property knowingly, and the thief's 

attempt to legitimize the transaction. 

l4See L: V. Aspinwall, "The Parallel Systems Th.eory," in W. Lazer and 
E. J. Kelley (eds.), Managerial Marketing: Perspectives and V~points (Home
wood, Illinois: Irwin, 1962), pp. 644-65.2. 
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Consider first the situation where the buyer is willing to buy goods 

he knows are stolen. The most difficult part of the promotional problem 

faced by the thief or fence is attracting the attention of potential buyers. 

There is not a universally effective way of making contact or getting leads 

on potential buyers of stolen goods. Some sellers of stolen goods may make 

an overt attempt to contact potential buyers. About the most effectiv(. way 

of making contact is by word-of-mouth communications through friends and rela-

tives. We often heard reference to a person bringing a quantity of goods 

(commonly a van-load of clothes) to a point in the Black community, and hav-

ing friends spread the word through the neighborhood that a sale was being 

held. The goods would be exhausted within a few hours in one evening. 

Other sellers may wait for the consumer himself to make contact with the sup-

plier of stolen goods by "asking around in bars." 

Once the contact is made, interest in buying stolen goods is created 

by the low price of the item, desire may be accomplished by the thief's 

assurance of safety in making transaction, and action is accomplished by 

arrangement for the exchange. 

~len the thief tries to legitimize the transaction because the buyer 

is not willing to buy goods that he knows are stolen, the thief is limited in 

the promotional techniques available because the method of promotion itself 

may be an indicator that the deal is illegal. One possibility for the use of 

broadcast types of promotion is the use of classified ads in a newspaper or 

the popular garage sale, although these methods require a "front" phone num-

ber and address. If the thief uses a fence who has a suppos€dly legitimate 

front, the fence has normal flexibility in selecting promotional programs. 
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Product Strategies 

A producer of goods has ample opportunity to design the product in 

such a way that it will be more easily salable. A variety of classification 

schemes are available to descrl.'be the dl.' fferences b etween products whieh re-

quire a different type of marketing mix. 

The most Widely recognized classification scheme is to divide products 

into convenience, specialty, and shopping categories. A convenience good is 

a type of item that the consumer buys regularly, and one to which he is not 

willing to devote a great deal of time nor suffer inconvenience in making the 

transaction. He will not shop around, and will be willing to buy it at any 

time or at any outlet as his needs develop. E I xamp es are Cigarettes and 

bread. A shopping good is one for which the buyer is willing to compare 

prices and product features of several brands d' 1 an l.n severa outlets before 

he chooses a brand and outlet, as in the case of clothl.'ng. A specialty good 

is one in which the buyer knows exactly what he wants, and wi 11 go directly 

to the outlet that carries it, as in the case of a brand-loyal car buyer. 

Another classification scheme l.'S based on the . motl.ves for which the 

buyer makes the purchase. Thus th ",,, , ere are prestl.ge products, bought to in-

crease the prestige of the buyer among his reference groups, "anxiety" pro-

ducts bought to relieve some personal or ' 1 th . SOCl.a reat to the buyer, "maturity" 

products bought to make the buyer appear to b " e more mature, hedonic" products 

which appeal to the senses, or "funetl.' onal" products to which little social 

or psychological meaning has been attributed.15 

l5See W. A. Woods, "Psychological Dimensions of Consumer Decisions" 
Journal of Marketing, (January, 1960), p. 15-19. ' 
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Still another classification is on the basis of the pattern of behav-

ior exhibited during the purchase itself. Thus, there are "habit" products 

bought as a regular part of any ,shopping trip, "impulse" products bought with 

. d . . by the buyer, or "cogn; t.ive" products in which no real cons~ erat~on g~ven • 

the buyer carefully weighs the pros and cons of the purchase. 

In general, the seller will attempt to differentiate the product to 

Manu-give himself a competitive advantage in selling to his market segment. 

facturers differentiate their product by changing the product design or 

package and then a(/v(!rtising those differences. Middlemen differentia'ii! their 

product line by combining various products into an assortment that will be 

appealing to their market segment. 

Legitim~te marketers also must devise a produce line strategy and 

d t · A manufacturer may adopt full-line product strategy of create a pro uc m~x. 

offering a large number of variations of a product, or he could adopt a 

limited-line strategy of specializing in a few variations. A wholesaler or 

retailer must make the same decision about the degree of specialization of 

his product line. 

Product Strategies of Thieves and Fences 

The thief has nothing to do with the design of pt;"oducts since he al-

most always steals products that are already manufactured. A ski lled thief 

or fence does make critical decisions about product lines, however, and can 

execute a product line strategy. This is accomplished when the thief is 

selective about what he steals and when the fence is selective about what he 

buys from thieves. In general, consumer goods most likely to be stolen for 

resale or fencing seem to have the following characteristics. 

" " t, 
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(1) High value. This generates more cash per risky transaction 

for the thief or fence. 

(2) Low bulk and low perishability. These make it easier to 

transport the item from the point of theft, and provides 

flexibility in the storage and handling of the item .. 

(3) Branded items. Items that are branded and those with a heavy 

promotion of the brand by legitimate sellers are much easier 

for the thief to sell. 

(4) Non-sized items. Items that are sized, such as shoes, com-

plicate the problem of matching supply and demand. 

(5) Established and well-known price. To show that the stolen 

goods are a real bargain and to give the thief his only 

differential advantage, the regular retail price must be 

well known to potential buyers. The retail price is also 

used as a base price for negotiations between the thief and 

fence. 

(6) Three other features are of considerable importance, but 

perhaps not so critical as the ones above. Since the thief 

cannot offer a guarantee or warranty, the product should not 

be' subject to extreme post-purchase dissonance. Further, 

risk increases with an increase in the traceability of the 

item. Finally, marketing opportunities increase substan-

tially with an increase in the range of consumer types. 
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Consumer goods such as guns, gems, autos, television sets, and liquor 

all seem to have these characteristics in varying degrees. Industrial and 

such as typewrl.'ters and adding machines are the best excommercial goods 

amples of products having these characteristic features. 

There are many exceptions to these characteristics. For example, 

logs, shoes, pool cues, and meat have been stolen in volume brassieres, saw 

t f t es The exceptions suggest that and do not meet all of the importan ea ur . 

perhaps one characteristic to be added to the list is "availability for 

theft." 

In an economy of scarcity these characteristics would not necessarily 

hold true. Any item, regardless of perishability, bulk, or quality, that is 

scarce or rationed would be in strong demand. 'ihis would create a price in

flated above production cost and would be subject to a black market activity. 

of stolen goods cannot rely on a fence to supply Even a heavy consumer 

. h h convenience of purchase and would prefer to buy items regularly nor Wl.t muc 

stich items at the more convenient legitimate outlet, Thus, we would expect 

the general class of convenience goods to be fenced only when large quanti·· 

h I 't' thIs An exception, of course, is ties can be moved throug egl. l.ma e c anne . 

'd 1 k t bl The fact that large quantities of cigarettes, which are Wl. e y mar e a e. 

convenience goods are occasionally fenced may give some clues to the channels 

of distribution for stolen goods. 

, h l.'S ll.'ml.'ted marginal utility in classify-At this point in tl.me, t ere 

ing stolen goods on the basis of prestige, maturity, anxiety, or other types 

descriped previously. However, efforts to do so would probably yield addi-

tional blocking and investigative strategies. 
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Market Segmentation 

The Concept of Market Segmentation 

"Market segmentation consists of taking the total, hereogeneous market 

for a product and dividing it into several submarkets or segments, each of 

which tends to be homogeneous in all significant aspects,,,16 This strategy 

creates efficiency in the seller's attempts to reach his market information-

ally and physically. 

A rational strategy for the seller is to design his total marketing 

mix (price, promotion, product, and channel of distribution) to fit the needs, 

motives, and buying habits of a specific group. In fact, the Marketing Con~ 

capt sta'tes that the market segment be defined first and the marketing mix 

designed accordingly, If a seller deals continuously ,with the market segment, 

he can gain economies of specialization in production and distribution by 

using the experience gained from solving the same problems. 

Substantial amounts of money are spent on defining the socio-economic 

boundaries of a seller's market segment. Efficient marketing research tech-

niques arc available for providing such descriptions. 

Market Segments for Stolen Goods 

To illustrate how a thief might segment his market, we consider the 

case of direct sales from thief to consumer. One method of segmenting, that 

based on the thief's acquaintance with the cOltsumer, yields two segments re-

quiring quite different marketing programs: 

16 
Stan~on, op. cit., p. 77. 
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(1) Friends and relatives. There may be some tendency for the 

thief to deal with friends and relatives if possible. Per-

haps the most beneficial aspect of selling ·to this segment 

is the eaSle with which they can be contacted, and the con-

comitant d:ecrease risk. The problem of contacting poten-

tial buyers of stolen goods is one of the most difficult 

of the marketing problems faced by thieves, and it is clear 

that by de,aling with friends or relatives there is a sig-

nificant h~ssening of the promotion problem. 

(2) Cold-canval,s of strangers. There is ample evidence that 

some thievt~s are successful in contacting strangers in bars 

or on the Sitreet and consummating the sale there. However, 

not all thieves have this option open to them--especially 

if they are under a warrant for arrest and need to minimize 

visibility. Also, some thievcis lack the personal skill to 

contact strl:mgers. Disp"osal of goods by this fashion re-

quires subst:antial time, since--like fishing--the thief must 

try several potential buyers before finding one willing and 

able to buy. Thus, there are substantial risks to the 

thief of detection and wasted effort. There is substantial 

risk to the buyer as well, since he often has to go to 

another place to inspect or pick up the goods. If he does 

not have the cash on his person, he is not a prime poten-

tial buyer f:or the thief. If he does have the cash, the 

bUyer is subject to robbery. 
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A thief or fence might segment his market on the basis of risk of 

trading with consumers in the segment. For instance, a high risk market 

might be defined as one composed of consumers having high income and social 

status and who exhibit a code of behavior designed to protect that status. 

A low risk market segment might be defined in terms of low income and a 

moral value set that allows frequent contact with thieves and fences. 

A thief may also segment his market on the basis of age, income or 

other charac teristics of the consumer. The fence has other" opportunities to 

segment his market more precisely in ways similar to those used by legitimate 

middlemen. 

If a thief or fence concentrates on trading with a specific market 

segment--perhaps an ethnic minority, or a certain income or age group, or 

persons working or living in a specific location, or persons unique in their 

drinking patterns--his marketing activities must be tailot~~ to fit that seg-

ment. Therefore, if one can define the market segment served by a thief or 

fence, we can learn a surprising amount about his marketing activities. 

Summary 

If a thief or a fence is marketing oriented, he can be exp£'cted to 

consider the concepts set forth in this chapter. As stated earlier, we be-

lieve that thieves and fences are becoming more marketing oriented; hence., 

the increasing traffic in stolen goods and the growing need for law enforce-

ment officials to become 111arketing oriented. The thief or the fence weighs 

the advantages and disadvantages. of each set of decision rules in determining 

a marketing mix and the strategiE!s. associated with each component. 
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Factors that a thief or fence may consider in arriving at a marketing 

pt'ogram include their assessment of demand and supply, the variations in 

assortments of demand and supply, the complexity of the transaction, and ex-

change process itself, and consumer buying motives and habits. 

Further, to conduct the marketing program, either the thief or the 

fence must perform the functions of the middleman which are buying, selling, 

transportation, storage, financing, risk-taking, market information. and 

standardization. 

Finally, in arriving at a marketing program, the thief or fence must 

niake a series of management decisions in the areas of price, promotion, pro-

duct line, channels of distribution and market segmentation. 

The marketing of stolen property is a complex process. It is not 

something to be left to chance. Recurrent patterns of behavior associated 

with the traffic in stolen property are to be expected. Thus, marketing 

theory has promise as an instrument of law enforcement allowing an attack on 

organized crime by attacking their marketing practices. 
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CHAPTER III 

SELECTED INFORMATION SOURCES 

RE STOLEN PROPERTY 

This chapter contains summaries of some of the interviews, surveys 

and other sources examined for this project, The interviews and cases re-

ported here were selected to be representative of those which must be investi-

gated more thoroughly 1.'n the future. The f ' f ' sources 0 1.n ormat1.on are from 

interviews with police and other law enfolcement officials, from interviews 

with convicts and ex-convicts, and from printed and televised reports. In 

accordance with a promise to not give any indication about the identification 

of the respondents, no names, dates, or places are reported. 

These sources do not represent all of the various types of traffic in 

stolen goods but are typical of some of the more common ones. Since this is 

an exploratory study we have no qualms about using second-hand reports and 

cases for il1ustrat1.'on. Wh'l d 1. e we are concerne with what thieves and fences 

do in fact, we are also concerned with what they could do and with what they 

should do (according to theory) if they are reasonably rational and are guided 

by economic motives. For each case, a summary of the basic information is 

present'ed including a brief illustration of some of the marketing aspects in-

vo1ved. 
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Source A 

The Chief Judge of a judicial district cited several examples of fenc-

o()erations--the theft and fencing of brass bushings from railroad cars Ing 

and the> t:opper wiring [rom electric lines were two examples. The Judge was 

qulte critical of the fact that the railroad companies do not press the prose

cution of the receiver of these stolen goods. He urged that both railroads 

and other individuals prosecute the receiver, especially since the receivers 

were known. Tne Judge was quite emphatic that the emphasis of law enforcement 

should be directed toward fencing and receiving operations as well as theft of 

stolen goods. 

It's much easier to catch a man who is receiving than a man who 
is burglarizing because the latter is one of millions, but as this 
burglar comes in to a central point the stolen goods become concen
trated so it should be easier to discover and uncover them, to un
cover the fences, the receivers, the actual men who took (received) 

the goods. 

A drive against ail kinds of fencing for this is where the or
ganization of crime is evident. The receivers of stolen goods are 
where organized crime is organized. These other 'punks' that go . 
out and do their stealing for them are expendable. All the organlzed 
leaders want is the flow inward of stolen goods (from whatever 
source). 

Without the commission of the receiving crime there is no profit 
in stealing. 

An analogy can be made between traffic in stolen goods and narcotics. 

If emphasis is put on the pusher, then it makes it very difficult for addicts 

to be involved. Similarly, if the emphasis is put on the fencing operations, 

it makes it very difficult for the thief to operate effectively. 
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Source B 

An assistant district attorney for a large metropolitan area indi-

cated that receiving cases are very hard to try and to prove in court. This 

individual believed it to be very difficult for stolen merchandise to get 

into the o'fficial channels such as the large, legitimate discount houses and 

wholesalers. This individual believed sales to smaller, marginal dealers to 

be more prevalent than any of the others. In his opinion, marginal dealers 

in certain so-called reputable businesses do take stolen goods--sometimes 

knowingly. He did suggest that employees are responsible for a certain amount 

of pilfering and suggested that polygraph examination might be effective for 

cutting down on this type of pilferage. 

Source C 

The chief investigator for a district attorney's office suggested that 

a large amount of stolen clothing and office machines are fenced interstate. 

In fact, sometimes the goods are transported to foreign countries such as Mex-

ico, while others with "new identification plates or neW serial numbers affixed 

to them are transported to other states. The fence, in this investigator's 

opinion, sometimes is paid as much as 70% of the legitimate market value. The 

percentage is high because he stores the goods until he accumulates a large 

enough volume to set up a shipment for out-of-town delivery. Transportation 

and processing (new serial or I.D. numbers) costs contribute to the high per-

centage. Out-of-town delivery is frequently made in a rental trailer full of 

stolen merchandise. This investigator believes that law enforcement agencies 

are very much hampered now because of the nature of search and seizure limita-

tions on la.w enforcement officials; otherwise, they would stop some of the sus-

pectcd interstate shipment by stopping the rental trailers and other suspected 

transportation vehicles. 
J 
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Taverns are also an outlet for stolen goods according to this investi-

gator. Usually the fencing operation is a big one and fencing is not some

tit (n~ l~llgllp'ed tn by amateurs. Fences a 1most always get cash for their mer-

Ii '1',11" .lllv"st.i",'lltor made it clear that this type of outlet must know CItUllt ,!H,'. '- '-. n 

their customers very well and that they will not sell t'o just anybody because 

of their fear of unWittingly selling to law enforcement officials. The same 

is true for out-of-town fences. Since they must know their customers very 

well, there is a real need for brokers and other specialized middlemen. There 

is a high degree of organized crime involved in marketing stolen goods accord-

ing to this source. 

Source D 

AU. S. attorney described two instances where enti,re tTucklbads of 

merchandise were hijacked in the holding area of railroad terminals. The 

trailers came in via piggyback and the trailer and its cargo both were stolen. 

One truckload contained ski sweaters, another contained miscellaneous items 

including lawn mowers. In both cases, the thieves thought they were getting 

television sets. The 1awNritowers and the ski sweaters were fenced through 

salvage companies and a "reputable" lawn mower rental shop. 

The attorney described the fencing of a large truckload of stolen 
. 

cigarettes and tobacco. They have been unable to prosecute this case because 

of a lack of identification of the cigarettes. The attorney also believed 

that salvage companies should be subject to a great deal of scrutiny . 
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Source E 

A noted criminal lawyer stated that the channels of unlawful merchan-

dtSl' are \.,rell indicated. According to this source the pawnbrokers are a major 

participant in unloading stolen goods and may get $5 or $10 profit for a stolen 

$100 item. 

According to this ~ource, other channels of distribution include 

illegitimate or marginal dealers who at times deal exclusively in stolen goods 

and usually through interstate operations. The attorney suggested that if a 

carload of suits was stolen, that 'hey would be scattered out--not left in 

bulk for distribution. They would be farmed out to various retailers directly. 

In some cases, automobiles are broken down into parts rather than sold 

as a unit. The network for automobile theft and distribution is well organized 

and there are organized crime payoffs or security setups involved. Burglars 

must have connections and many professional burglars have their market set 

up before they ever steal. 

When asked which activities bore the most risk, the attorney answered 

that the actual act of thl~ft was the riskiest, the 'delivery of the goods from 

the thief to the fence is the second riskiest, and finally the fencing opera-

tion is the least riskiest because the fence has more defenses and more ali-

bies. The delivery of the goods to the fence is more risky than making a con-

tact with a fence. So the fence is most vulnerable during the transportation 

phase of the operation. 
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Source F 

According to one lawyer, who was convicted and served time for receiv-

ing stolen property, the majority of property stolen through shoplifting and 

burlary is stolen by non-professionals. There are some narcotics victims 

who finance 80% of their addiction through shoplifting. They also steal checks 

and currency from offices. The disposal of this material is made through 

street contacts and most of the disposal is at 15% to 20% of retail value. 

Tile average heroin addict needs between $150 and $250 a day in order to satis-

fy his need for narcotics. At 15% to 25% of retail value, it would take 

approximately $1000 worth of stolen propery per day to satisfy one addict's 

habit. 

In the opinion of this learned ex convict, office equipment is general-

ly sold to small independent businessmen--usually at about 10% of its retail 

value. Again, in the opinion of this individual, about 30% of the middle-

class Black community in Denver now engages in .knowingly receiving stolen 

property. Many of the thefts are accomplished through custodians of buildings 

or stores. For example, the night custodian will let somebody in to steal a 

number of suits. The thief will then take the merchandise to someone's house 

and word very qui.ckly goes through' the community that there are suits for 

sale at so and so's house at about 20% of the market value. Most of the 

clothing, then, ends up in the hands of individuals rather than going into 

stores, according to this source. 

He was quite emphatic that the major o\1tlet is not the pawnshops; 

that, as.a matter of fact, the major outlet is through the ghetto community 

itself for clothing and similar items. However, there is some interstate 

shipments between Black communities. 
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Other ethnic groups are engaged in fencing and receiving particular 

types of goods. Many times a marginal dealer will have a stolen fur available 

for sale and will sell it to somebody at an ethnl'c . communlty center. Or per-

haps a hostess of an airline will go into a bar around an airport and get the 

story that'. ''W 11 I bit l' f C, OUgl tI1S ur for a girlfriend and We brqke up. 

Would you like to buy l' t? " I th f h n e case 0 t e airline hostess, the purchase 

is usually made somewhat innocently. I th f n e case 0 some other purchases like 

the one at the ethnic community ce t th h n er, e purc aser probably is not quite 

so innocent of the origin. 

There are sophisticated receivers in the market for furs on the West 

Coast and in Las Vegas. Contact f f . s or enclng are probably made through per-

sons in Las Vegas for a batch of furs worth perhaps a quarter of a million 

dollars. A whole load will then be taken to' L~s V L ~ egas or os Angeles for 

dispersal. This source suggested that it is not the better furriers who are 

the major targets of shoplifting thefts. First of all, thE.'. better furs are 

probably in a vault in the back of the store and if these were to be shown 

they would be brought into the shOWing room individually so that there would 

be very little opportunity for pilfering these furs. On h h t e ot er hand, shop-

lifting at department stores runs quite high in the case of furs. 

This source also suggested that employees are a major problem in pil

fering goods and suggested the use of polygraph tests for employees. In his 

opinion, many thieves engage in crime because of a desperation or compulsion 

to return to an institution or penitentiary. 
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Finally, this source described the fencing operations as taking place 

in ways quite similar to the legitimate channels of business--through middle-

men and diversified retail outlets including the ghetto merchant and the direct 

face-to-face sale. In his opinion, very littl~ was sold or fenced through 

pawnshops except, perhaps, in the case of jewelry dealers where the jewelry was 

broken up and reset. He did not believe that bail bondsmen or lawyers were 

much involved in receiving stolen goods. Incidentally, this was the crime for 

which he was sent to the penitentiary and according to him, no one has dared 

get caught since he was convicted. Sometimes, the lawyer can get caught hold-

ing the goods not so much for purposes .~ resale--but simply as security for 

legal fees. 

Source G 

Another former convict and at one time a thief with a big operation in 

Denver breaks thievery dmro into four categories: petty thieves, addicts, shop-

lifters and the professionals. The housewife who could afford to buy the item 

and tbe teenager who gOeS out after school to steal items fall into the petty 

thief category. The addicts; most of whom are armed, comprise another cate-

gory. The shoplifter engages in the crime sometimes for personal use but 

frequently also sells to a fence. Finally, there are the professionals who 

by definition make their full-time livings by shoplifting or burglary. 
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The fencing operation is more complex. Accord' t th' 
~ng 0 ~s source, 

f{'llet's nrC' very selective in the kinds of items they will take. 
Shoes, for 

1')(lIlIIpl(., lin' dirfl.ctlil to stelll. Ilnd fplle(' becullse of vat-jollH SiZ(,H ;lJ1U eOm-

plil"l.ltlonH of HcUlng. There is us 11 'ddl b . ua Y a ml. eman etween the thief and 

the fenCl:' himself and that middleman usually gets a flat fee of $100 or up

ward depending on who he knows and what kinds of contacts he h as. There is 

a chain reaction and a "take off" at each level of distribution. There are 

fencing specialists for various commod4 t i es. On 'd' 'd 1 
~ ~ e ~n ~v~ ua deals in cloth-

ing and another deals in jewelry but they all know each other. 
If there is 

somebody who is trying to unload a package of jewelry, he can contact a per

son who normally deals in clothing and within a few hours be apprised of how 

to get rid of it through a jewelry fence. The seller of jewelry usually gets 

10% to 15'% of the retail 1 va ue according to this source, 

Typically, the fence is the individual who rece 4 ves 
~ the largest amount 

of money. TIle bargaining power relative to price frequently rests with the 

individual who is asked about thetransaction--if a fence asks a thief to 

bring a particular good, the thief has the bargaining power. 
If the thief 

tries to sell to a fence, the. fence has h b . t e argaining power. 

In the distribution of jewelry, Some recut and remounted gems do show 

up in pawnsh,ops. In the d' t 'b t' f 
~s r~ u ~on 0 furs, there is considerable inter-

state activity. But for oth 1 th' . 
er c 0 ~ng--particularly men's clothing--there 

are ample opportunities in the ghettos to sell merchandise that has been 

stolen in that geographical area as well as other cities. 
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Source H 

profes sional thiev~ry, the demand for a, stolen good is 
In the case of 

it is produced (stolen). ,One individual (present
almost always present before 

the state penitentiary) states that he had an agreement to 
ly an inmate in 

20 auto tape decks per week. supply 10 to 
He distributed these through a 

d $5 for each deck. 
ho had an uncle that woul pay partner w 

The uncle apparent-

with d'ecks, inc luding the partner. 
ly had several other thieves supplying him 

~dea about where they went except that he believed the 
The convict had no • 

lInc Ie took them to Denver. 
1 them a ll in a town near Denver. The convict sto e 

h " at tl1 ~S rate for "several mont s. Since he was arrested during a 
He operated • 

of a liquor store, police had no burg lary 
idea the convict was previously 

tape decks on a regular basis. stealing 
the convict apparently was very selective in In burglarizing homes, 

Was guns (based somewhat on a personality quirk 
the items taken--his specialty 

as well as on economic reasons). 
He related the experience of once having 

d f h this was an unwarranted taken a large electric guitar amplifier an 0 ow 

and difficult to fence. He stated that 
risk--that it was too bulky to carry 

two or three days and with no previous he could go into any town and within 

locate a fence who would buy stolen guns'. contacts, 

around in bars. 

He would begin by asking 

to th~s l'ndividual, a professional fence deals in several According .... 

kinds of goods. to Wait to fence the goods--that is The thief preferred not 

d so in order to meet the conditions 
not to store the goods--b"t he had to 0 

and quantity requirements ,hf his fence. 
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Tilt' very low price received by the thief may reflect several things. 

It may be evidence of a large supply of stolen tape decks. It may also indi-

cate a long channel with several middlemen between the thief and the consumer. 

TIle multiple stages of the channel are also suggested by the fact that a num-

ber of stolen decks were supplied without connecting wires and mounting brack-

ets. These would have to be provided by someone in the channel prior to sale 

to the consumer (especially if the consumer was unaware the goods were stolen). 

The thief's product line consisted of items with concentrated value 

and ones having a reasonably well established market value. Risk to the 

thief occurred at several different points: (1) at the time of the theft, 

(2) at the time of first sale to the fence (the fence could have been an 

undercpvcr agent or a tipster), and (3) during storage of the decks until de-

livery and during the delivery. 

Source I 

This convict owned and operated a small auto repair shop doing a $ub-

marginal amount of legitimate business. In a way that he would not disclose, 

contact was made with a fence who arranged to have high school aged boys de-

Hver stolen autos to the garage. The subject "repairman" would pay around 

$50 per car to the boys. He would immediately alter the car--by painting 

it with primer paint--and within one to three days the fence would come for the 

car paying the subject anywhere from $100 to $400 for the work. The repair-

man also ground off serial and other identification numbers although he knew 

the old numbers could show up under an acid test and that other hidden num-

bers could give him away. 
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The convict would net disclose a~ything about the fence or even about 

the nature of the fence. In fact, he took sequential sentences rather than 

disclose this information to the police. He did say, however, that there was 

a possibility that the ca~s were being taken out of state for sale and that 

there was some Mafia conn(~ction. 

This man was perfClrming auxiliary functions in the channel--that of 

risk bearing and some crea.tion of form and time utility. He also provided an 

important break in contact and identification between the fence and the thief. 

He also reduced the overall risk of the activity by altering the product to re-

duce the chance of detection. 

Subsequent to our interview, this man escaped and was able to contact 

a fence in Las Vegas where he had never been before and was able to do it 

rather quickly. 

Source J 

This individual was a convict who would steal silver during horne 

burglaries--usually at nig!-·t. The silverware would be sold to legitimate 

dealers in used silver. The dealers resell and reprocess old silver. This 

thief would be well-dressed and unhurried in contacting the dealer under the 

pretext of settling an estate. Stolen goods were alw~lys taken to a diff~rent 

city fot selling. (Police communications and notific~\I;ion were not good be-
I 

\ 

tween citi~s.) The thief worked over a wide geographic region of the Midwest. 

Litt Ie time (a day or two at the most) passed between burglary and selling. 

Perhaps the legitimate dealer would ask to hold the goods for appraisal or ask 

to be able to make payment a few hours later. The subject did not Object or 

show concern at this arrangement as part of his attempt to legi timize the 

transaction. 
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The price was established by t,,:-, h~gitimate market for used slIver. 

Tlwre is a very short channel based on direct selling. Other than the usual 

risk during the burglary, the main risk occurred to the thief while he tried 

to legitinlize the transaction and while waiting for the appraisal. The thief 

was not willing to take a low price for goods so the buyer would not become 

suspicious. 

The subject maintained that the vast majority (90%--his estimate) of 

home burglaries were committed by professionals and serni-professionals. This 

somewhat contradicts Source F who maintained that most property is stolen by 

non-professionals. Undoubtedly, there is a middle ground of semi-profession-

als between the t~.,o extremes on which both of these sources and others could 

agree. This category would in~lude the addicts sustaining a habit. 

Source K 

One subject maintained that most of his education in thievery and 

fencing had come from intermittent terms in jails and penitentiaries. This 

"crime educated" subject estimated that 90% of theft related crimes are com-

mitted by those under 25 years of age including those who are not caught and 

hence would not be reflected in the criminal statistics. The sophisticated 

element of the transaction is in fenCing the goods. Generally, the complexi-

ties and risks rest with the fence rather thRn the thief. Hence, the thief 

usually gets only 20% to 25% of the regular retail price. For some readily 

marketable items (those requiring little modification such as ge.ms), the 

thief may get as high as one third of the regular market value. 

The professional thief knows where and at what price he is going to 

fence the goods before he ever steals them. FenCing outlets include vending 

companies and retail stores for cigarettes and related sundry items. 
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h f ence provides the bulk of financing According to the subject, t e 

t he thief usually sells the items immediately or and storage functions since 

soon after theft--overnight at the longest. The fence may take the "~lOt 

, d and pay him later--usually only a few hours goods ll off the thief shan s 

later. The fence is often a ~ ~ leg;t;mate businessman who maintains a token in-

d Consequently, the fenc~ may hold onto the goods ventory of legitimate goo s. 

for a fairly long period of time. With the stolen goods intermingled with 

legitimate goods, the fence has a good cover. 

Source L 

f co ,I onal burglar and thief encountered during the study The most pro es~. , 

b 1 d f nced Cash was always best--. the items to e sto en an e . put priorit1es on 

if available; then, jewelry, coins, stamps, and some art. Never did this 

thief steal credit cards or other traceable items. Other sources stated that 

they stole goods because of a desire or motivation to possess different tangible 

i.tems even for a short period of time. This source als'o suggested that the 

h instead of stores was that "electronic devices reason for burglarizing omes 

d 1 t there was frequently a longer penal time inscared off" burglars an t1a 

volved for store theft than home burglaries. 

He described himself as a professional jewel thief who also dealt in 

small items that he cou carry ~ ld on h;s person, thus not hindering his mobility. 

Television sets or other larger items would slow down transportation and 

. h d Because of lower risks and higher create storage problems for t e goo s. 

book-making, this sourcf',indicated that he,would change his profitability in 

"profession" when released from the penitentiary. 
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The storage function was sometimes performed by the thief Who kept 

HOllll' Sll1u"U diamonds and other gems to accompany larger stones when selling to 

Illdlvldllals llnd mllrgl.mll dl'uh'rs. Usual ly very !ittl(' time passed bl,tween 

thl' Llwft and fencing operation. The subject agreed with other interviewees 

that price was usually negotiated for jewelry and other specialty items. 

Rather, it was necessary that the thief know an individual or a marginal busi-

nessman who wanted the goods. This professional thief set his price (usually 

about 40% of retail for je~.,elry) rather than taking the price set by a fence. 

Selected Secondary Sources 

The proceedings of the, Senate Small Business Committee, chaired by 

Senator Alan Bible, contain much valuable information on the serious matter 

of cargo and transportation thefts. Truck hijackings as well as shipping and 

air cargo thefts amount to one billion dollars a year according to the com-

mHtee staff. 

The editors of the Wall Street Journal have compiled an anthology of 

articles on theft and other crimes in ~,and Business. l Included therein 

are some detailed descriptions of tHe infiltration of crime into busines~ __ 

and of business into crime. Many of the examples cited expose some of the 

marketing practices used by thieves and fences. 

Various other sources, such as the Journal of Insurance, the syndicated 

Scripps-Howard series on theft,2 the CBS television series on thefts frQm ship-

ping terminals and truck hijackings, provided additional background for the 

study. Almost daily news items relating to thievery ,and fenCing were also utilized. 

1971) . 1M. Gartner (ed.), Ctime in Business (Princeton, N, J.: Dow Jones Books, 

2R. Dietsch, "Theft: A Hidden Tax on Consumers," ,§cripps-Howard News
papers, (July, 1971). 
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Summary 

The general economic awareness of thieves and fences provides an envi- CHAPTER IV 

able reference point for many law enforcement officials. These criminals' work-
CONCLUSIONS AND RECOMMENDATION 

ing knowledge of the laws of supply and demand and the market structure permit 

them to carryon a significant amount of crime. This chapter provides the major conclusions drawn as a 
result of the 

The reasons for specialty in the theft or fencing of a particular type study. Most of the conclusions are in the form of 
recommended programs for 

of stolen goods are varied. As noted earlier and by several sources, there additional research and action. 
Other observations and conclUsions ... appear 

are frequently psychological and social reasons for their preferences. More in the text where appropriate, especially' Ch ... ln apter II. 

germain to this study, however, are the varied economic motives and reasons 
CONCLUSIONS 

for specialty and structure in a particular product and ~arket segment. 

TIlere is a certain amount of naivete on the part of some administrative and 

law enforcement officials regarding these economic considerations. 

Marketing theory provides a f h 
res and effective foundation for study-

ing the traffic in sto J in property. 
It allows law enforcement agencies to 

One of the major difficulties in conducting our research arose from visualize theft and fenCing t'" 
ac ~v~t~es from much the same perspective as that 

'the non-availability of individuals knowledgeable about fencing ope.rations. used by thieves and fences. 

Penitentiary irunates and law enforcement officials alike are familiar with Professional and organized thieves and fences 
face a formidable mar-

t~lIi:! operations of thieves; very few, if any) really understand the methods and keting task in general, and especially so in the case 
of large-scale cargo 

marketj.ng practices of the fence. Consequently, the most cogent fact to come 
thefts. Becaus~ the marketing problem ;s 

... complex, the fence must make an 

from our study of sources was that both research and action emphasis should 

be put on fenCing operations in order to thwart thievery. 

The willingness of the thief to bear risk during transactions in stolen 

overt attempt to solve it. Once he does--that is , once he becomes marketing 
oriented--his behaVior t b 

pa tern. ecomes predictable by use of a k t' h - m r e ~ng t eory 
and concepts. 

goods suggests an entrepreneurship advocated in our society. The challenge Thus, by studying the ." quest~on If a thief 'or fence were marketing 

now j.s to make law enforcement officials as aware of the dynamics of the market 
oriented, what would he do?" , police agencies are attacking h ... t e crimes of 

situati.on as the thieves are. Finally, the gullibility of the consumer is a theft and fencing by attacking their 
... logical marketing practices. 

major contributing factor to the c6ntinued traffic in stolen merchandise. 

85 

86 

.' / 



...... -.... ~ -

Without doubt, the most problematical area is that of the lack of 

readily available data, statistics, and information relating to the traffic 

in stolen property. This problem is caused 1arge1) by lack of budget, tra-
'../" 

ditional use of statistics primarily for budgetary purposes, and other char-

acteristics of law enforcement agencies. There seems to be a tendency for 

departments to record data more for the purposes of budget support and for 

public reporting rather than for any very sophisticated kind of operational 

or investigative purpose. For example, we have tried for the duration of the 

study to obtain data to complete a table similar to the one in Exhibit I, 

without results. In the business sector, critical basic information of this 

type would be widely available even in secondary sources of information. Data 

of the type described in Exhibit I compiled by time periods and geographical 

regions would permit departments to accomplish planning and investigation 

merely by looking at trends and comparisons at a fairly uncomplicated level. 

Further, there is a surprising lack of transfer of inf.ormation between and 

even within many departments. 

Police reporting forms themselves are often poorly structured and 

are often completed with errors and omissions. In one department, when an 
, ' 

auto is stolen a loss value equal to the value of the car is reported. Ho,..;r-

ever, when the car is recovered stripped of parts the recovery value given is 

the original value of the car, lowering the reported value of items stolen 

and inflating the recovery statistic. In a study of the theft of bicycles on 

a campus, 41% of the reports did not include the time of the theft, 26% of 

the reports did not include the day of the theft, and 12% did not indicate 
Ii , 

whether it was a man's or a woman's bike that was stolen. 
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A. 

EXHIBIT I. 

Stolen Property that 
is NOT Recovered: 

1. Resold by thief (as % 
of total category): 

a. person-to-person 
(Hey, buddy--want to 
buy a watch or gun?) 

b. to fence, who knows 
the goods are stolen 

c. to legitimate dealer 
including pawnshops 

2. % used by thief 

3. % given to family or 
friends of thief 

4. % lost or abandoned by 
thief 

B. % Recovered 

TOTAL (by Category) 

, . 

• 

ESTI~~TED DISPOSITION OF STOLEN PROPERTY--IN PERCENT 
(not including cash, checks, credit cards) 

Guns, Bikes, Appliances, Autos, 
Clothing Sports Eg. TVs, Radios Parts Furs 

-_% -_% % % 

100% 100% ------

Jewelry 

% % 

All 
Other 

% 
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Much of the problem with police reporting is understandable and is 

probably not correctable. Further, not all of the lack of information is due 

to inadequate police reporting. 

The code of silence among thieves is especially powerful relative to 

fences and fencing activities. In addition, most professional fenc.es keep 

the thief unaware of the fence's activities. Thus, there simply are not very 

many fences in confinement or otherwise available for interview. 

Another source of problems is the lack of continuity of operations by 

thieves and fences. Most institutionalization or routinization of their 

activities is necessarily done in ways that reduce visibility of the opera-

tion. This gives rise to a surprising variety of operations, making it diffi

cult to draw generalizations and principles. A related factor contributing 

to this difficulty is the surprising variety of products stolen for distribu-

tion. 

Still another source of problems is that thieves are not totally 

rational or sophisticated in business practices, even though they act in 

general as if they want to maximize profits rather than to satisfy psychologi-

cal needs. A substantial number of arrests of thieves occur when the thieves 

are too drunk to be rational. A number of sources related that several of 

their biggest deals were made either in a state of drunkenness or as a stroke 

of luck. 

RECOMMENDATIONS 

Two kinds of reconnnendations are provided. First, 'We reconnnend addi-

tional research be devoted to rounding out the application of marketing theory. 

Second, we suggest an action program consisting of marketing-based blocking 

strategies and investigatory models. 

// 
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SUGGESTED RESEARCH TOPICS 

Listed below, not by any priority, are selected research questions. 

Answers to these and other questions will be needed if marketing analysis is 

to be fruitful in tracing the flow of stolen property, and if the blocking and 

investigatory strategies discussed later are to be fully implemented. 

Further, investigation of these and other questions will suggest additio!1al 

strategies not yet conceived. 

No attempt is made to suggest research approach or design, even though 

several techniques such as survey research, Delphi,l and other exploratory 

techniques seem particularly applicable to some of the questions. Most of 

the questions below are no more difficult to answer than the ones routinely 

answered by market research conducted for business organizations. 

1. What are the socio-economic demographics of the aware, heavy 

consumers of stolen property? 

2. What are the critical buying habits of the aware, heavy con-

sumers of stolen goods? 

3. What percent of stolen goods are ultimately sold through 

legitimate marketing outlets to unaware consumers? 

4. What is the most effective way for a thief or fence to 

legitimize the sale of stolen property? 

5. How does the channel of distribution vary with the char-

acteristics of the stolen item? 

6. How are market segments for stolen goods ranked ac(~ording 

to risk and profitability? 

I 
The Delphi technique utilizes a sequential pooling and refinement 

of subjective judgements to arriv~ at a consensus. See: A. R. Fusfeld and 
R. N. Foster, "The Delphi Technique: Survey and Connnent," Business Horizons, 
(June, 1971), pp. 63-74. 
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7. What are the fence's considerations when deciding to spe-

cialize on a particular product? 

8. How do thieves and fences arrive at a mutually agreeable 

price? 

9. What factors are important to the fence in pricing his pro-

duct to the consumer? 

10. How can fences who have "legitimate ll fronts or covers success-

fully merge stolen items into their stock without revealing 

their origin? 

Further, business research methods similar to the marketing research 

methods suggested here can be applied to the study of pers')nnel, management, 

accounting and other business dimensions of organized crime. 

A SUGGESTED ACTION PROGRAM 

Listed below are selected strategies based on marketing and management 

concepts which appear to be useful in restricting the traffic in stolen prop-

erty or for investigating specific cases dealing with stolen property. While 

some of the stLategies could be implemented with the current state of knowl-

edge, others will require additional research prior to their implementation . 

Some strategies suggested are in use by some law enforcement agencies now and 

are reported here because they illustrate the marketing dimension. Some are 

directed at the thief, some at the fence, and some at the consumer of stolen 

goods. 

The strategies are prese,nted solely to illustrate how law enforcement 

can be enric.hed by marketing concepts. Chapter II illustrates what a thief or 

fence could do if he were marketing oriented. Thil;section illustrates what 

law enforcement agencies could do if they were marketing oriented. 

il 
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Bl.ocking Strategies 

Blocking strategies are actions taken by law enforcement agencies to 

make the traffic in stolen goods so expensive, time-consuming or risky that 
. 

there would be a significant lessening of incentive to deal with stolen goods. 

Several basic principles and more specific marketing based blocking strategies 

are listed below. 

The traffic in stolen goods is deterred to the extent that the channel 

of distribution can be lengthened. As the channel is lengthened the price of 

stolen goods must be higher. As the price approaches the legitimate retail 

price, the fence loses his primary competitive advantage. Thus, any action 

that would cause more middlemen to be involved in distributing an item lowers 

the profitability of the traffic and thereby lowers the incentive to trade in 

stolen goods. Lengthening of the channel may increase the probability of de

tecting the traffic @ue to more chance of error by the fence) although a step

by-step tracing of stolen goods would be more difficult. 

Anything that can be done to increase the price of stolen goods would 

Provide effective blocking of the traffl.'c. M th d f . e 0 s or l.ncreasing the price 

include J'amming channels of communl.'catl.·ons 1 h' h , engt enl.ng t e channels of dis-

tribution, and restricting the traffic to low-margin items. These methods and 

others are discussed in other blocking strategies. 

Traffic in stolen goods is deterred to the extent that the actual 

transaction can be made more i:nconven~ent. Th "d ~ e competl.tl.ve a vantage of a 

fence is his low price to the consumer who must accept inconvenience during 

the transaction. Thus, the fence's competitive advantage decreases as the 

transaction is made more inconvenient. 
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'1'11(1 abi.lity to block the traffic in stolen goods increases as the sup-

d b t tl n demand The fence must take more ply of stolen goo s llcomes grea cr 18 • 

risks and become more marketing oriented if he deals in the buyer's market 

created by excess supply. A change in his marketing program makes him more 

vulnerable to efforts made toward blocking his marketing operation. 

The classification ~ of types of transact ;ons would yield those to which 

high priorities should be assigned for further investigation. A study of 

transactions would also yield certain definable patterns of exchange. When 

one can define a pattern, he gains the ability to categorize and classify 

transactions. In turn, this allows him to isolate the type of transaction 

most susceptible to detection; for example, the ones most risky due to pro-

d t t r t:'he ones most costly to the fence in terms of longed or repeate can ac ,0 _ 

time or money. One could also determine the transaction type most vulnerable 

to deterrence; for example, the one which requires the most sophisticated 

efforts to legitimize. 
j~ 

The point at which a conviction for receiving is most likelYAat the 

transaction just prior to the legitimizing effort since both parties know the 

goods are stolen. The most difficult kind of transaction during the flow of 

goods is at that point where the thief or the fence makes an effort to legiti

mize the transaction, since he has two things to do at once, make the sale and 

make it appear legal. 

Effort can be most ef.fectively directed toward reducing the volume of 

transactions with aware buyers by choking off supply or demand. This can be 

accomplished by making such transactions even more inconvenient. Since trans-

actions with aware buyers are very easy to conduct in an open society, only 

marginal benefit can be gained fr.om devoting extensive effort to transactions 

where both buyer and seller try to cover the exchange.' 
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Public service advertising programs directed at consumers could r.~ 

effective in blocking some traffic in stolen goods by reducing primary de-

mand. Because an aware but Ii.ght user of stolen goods is expected to be some-

Whlll lll'rVOllS about undertaking the transaction an advertising theme playing 

on tllis anxiety by stressing the danger of muggings and fraud could be effec-

tive. Persons who are unaware that they are buying stolen goods might be in-

fluenced by an advertising program built ort a theme,such as "why buy outside 

of regular channels since it is so inconvenient to do so." The objective of 

these kinds of advertising programs is to limit the market potential of fences 

thus slOWing the traffic by making it less profitable. Such a program would 

pr.obably not be effective in influencing the aware, heavy user, although addi-

tional research might discover SOme motive that could be played on in reach-

ing this group. 

Law enforcement departments should determine the universal elements 

of buying habits exhibited by aware heavy users of stolen goods. Since there 

is little hope of deterring them by attacking their buying motives, informa-

tion about who they are and about what, when, where, and how they buy could 

indicate effective means of blocking their transactionQ. 

Licensing or registration of the various kinds of middlemen might pro

vide an additional difficulty for a fence in his operations. Since they often 

pose as a representative of a legitimate institution when selling stolen goods 

to unaware ~l1holesale or retail outlets, licensing would cause the fence to 

take an additional step in his marketing. 
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A careful monitoring by law enforcement agencies of the assortment of 

goods maintalned by slIspected thieves and fences in a market area would pro-

vide lIseful infonnation about the market they serve, about the demand for 

stolen goods in the market and about the buying habits of their customers. 

Fences can be classified as being either specialized or generalized allowing 

1 
law enforcement agencies to tailor blocking strategies accordingly. 

Law enforcement departments can destroy the integrity of the channels 

of communication that are so necessary to the traffic in stolen goods. Com-

11Iunications and promotion channels are very infonnal and subject to consider-

able noi.se and interference. Since promotion is so vital to distribution, 

the distribution can be partially blocked by making communications unreliable 

and inconvenient -- perhaps by "jamming" the channels with false infonnation 

about the availability of stolen goods. 

Better interdepartmental cooperation and exchange of infonnation about 

suspected stolen items traveling out of a geographical market area into another 

jurisdiction would force the fence to take additional risky steps. Additional 

middlemen or storage would be required to overcome these increased risks. 

The identification of goods with numbers and secret marks is most 

desirable. Businesses themselves would benefit from serialization or other 

identification because of efficiencies in inventory and stock control. Insur-

ance companies too would be in a better position to assess and pay claims. In -. 

fact, insurance companies might require better identification or serializa-

tion as a condition of insurability. But the most important aspect of better 

identification is the deterrent effect on the potential thief. This deter-

rent effect emanates from the increased power of law enforcement officials to 

better identify and locate stolen property. 
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Pawnshops, while not the major outlet' for stolen goods that some 

sources believe, are a major outlet for stolen gems and reset jewelry, and 

for small volume of other goods stolen by , f ' 1 sem~-pro ess~ona and amateur 

thieves. This knowledge should alert law enforcement agencies to continue 

c lose surveillance of this outlet. Th t' l' , e ra ~ona ~zat10n that pawnshops are a 

major (/Utlet of .other stolen goods should be investigated further. Large 

volumes of new TV sets, new clothing and flurs, and various other high value 

items exclusive of jewelry, are probably not fenced through this outlet. 

Means of identifying sources of materials available for sale in sal-

'--=-==== -"'~.-" 

vage yards and secohd-~land stores must be found. Th 1 ese out ets are ready-made 

and effective opportunities for fencing, A r ' d 't' equ~re wa~ ~ng period prior to 

resale of goods would pennit spot checkq d 1 ~ an c ose surveillance by police to 

detennine true ownership. Auct~on h b fl ~ ouses, azaars, ea-markets, and garage 

sales should also be subject to spot checks since they are also effective 

outlets for stolen goods. 

The best blocking strategy is the prosecution and conviction of fen

cos. Giving some thieves immunity for turning states' evidence may well be 

worth the public wrath incurred to identify, study, and prosecute fences, 
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Illv('sL igaL:ory Mlldl'ls 

An investigatory model is a systematic way of visualizing the diverse 

activities related to the traffic in stolen goods. An investigator is faced 

with sparse and seemingly disconnected observations. An investigatory model 

is designed to connect these observations. Thus, c~se evidence becomes more 

meaningful, and the investigator can predict the existence of activities and 

institutions before actual facts become available. This would allow investi-

gators to short-cut the tortuous chain of obscure clues by indicating those 

activities vlhich are most likely to occur with respect to a given crime. 

Several general principles of investigation and specific rrlodels and proce-

dureR are discussed below. 

An investigator may classify stolen goods on the basis of their market-

ing characteristics ~- allowing him to devote different amounts and kinds of 

energy to the different types of products and market segments. For example, 

a thief distributing a large quantity of convenience goods will almost sure

ly have to use a fence who has contact with dealers that' have high sales 

volume through multiple outlets. On the other hand, he could use personal 

contact selling with shopping or specialty goods. 

Better incident and statistical reporting on the part of police and 

other law, enforcement agencies would make the tracing of stolen propert.y much 

easier.} l:.eporting officers are frequently not descriptive nor specific in 
:' 

describin~ the kind of property stolen. The ability to investigate specific 
" 

cases increases with both the precision of identification of the goods and 

with the precision with which field reports are completed. 
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The permanent identification of items perm;ts eas;er ... ... tracing of the 

goods and also serves as a blocking action since it forces an additional step 

into the flow of stolen goods. Well identified items represent a direct risk 

to the thief and fence who must take steps of some kind to circumvent the 

identification. 

Law ,enforcement agencies must increase theiL" efforts to monitor the 

equilibrium between demand and supply of important types of stolen goods. 

Three questiDns should be answered t' I f 
con ~nuous y or each type of good, First, 

for a given time, product and area, does the thief or the fence typically 

initiate the transaction? 
Second, is the price for the item increasing or 

decreasing? Third, are thieves or fences sh;ft;ng from ' k ... ... a more r~s y or less 

risky market segment? Answers to th t' ld 
ese ques ~ons wou . allow the investigator 

to determine the degree of equilibrium between supply and demand for each im-

portant kind of item, In turn 'f I' 
,~ supp Y lS greater than demand ,the investi-

gator can expect that perhaps the goods have been transported into the market 

area, and can endeavor to determ;ne the 1 f 
... supp y area rom which they have been 

shipped. If supply is substantially greater than demand, he would expect 

shipments out of the market area. 
If the answers indicated that supply is 

less than demand, the investigator can expect either increased thefts of the 

item, or shipments into the market area from other points. 

Several specific operations now in use could be more 
effectively em-

ployed for continuous monitoring of supply and demand. These include Crime 

Check, pawnshop details, informants, undercover agents, and a more complete 

questioning of suspects and victims. 
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Communications between departments, including comparison of theft and 

recovery reports, would allow a more complete determination of areas which 

.. arc suppliers and those which are markets for specific types of stolen goods 

at a givl'n time. The investigation program would be substantially different 

if the investigator was looking for thieves than it would be if he was looking 

for a fence in a market area. 

Increased patrol and surveillance of warehouse and other storage areas 

by both private and public security agencies may yield information on storage 

points and caches of stolen goods--albeit that garages, barns and. other loca-
:. 

, tions outside of the industrial areas are major storage areas. Similarly, 
fl 

1 
q 

~,i 
closer observations of transportation marshalling areas by both private and 

,i 
~ I 
q 

public agencies may give clues to the types of transportation mechanisms used 

ii 
~( in large cargo thefts. 

if 
il • 

Sophisticated statistical analyses of a department's theft and re-
il 
;{ 

:! covery reports including a comparison between departments, would provide in-

vaJuable information about demand and supply equilibrium among other things. 

, :t 
~ 
'1 

Many ratios and computer pl.ots of theft and recovery data can be calculated 
~ 

~ 
'l 
U 

continllollsly by the computers available for use by departments of all sizes. 
. ~ / 

~ 
ft 
~ 

·/1 
[I 
11 r. 
\~ 

The most effective investigatory strategy available to law enforcement 

agencies is that of incorporating the study of marketing concepts and prac-

tices into the training of investigators. Investigators must be more awar.e 

i\ 
i' 

/1 
h 
~ 
H il 

of marketing theory than are the thieves and fences. 

1 
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Increased investigation and law 
enforcement efforts ~n the 

.L afore-mentiolle'd areas 
may require assignment f' o ~ncreascd manpower to fenCing . oper-ationa . 

On the other hand, if these investigations 
are fruitful (as we 

they can be) less manpOwer will b 
e required on theft and related in-

bet'teve 

vestigations. If the demand for stolen 
goods is reduced by d' . 

blocking the fences ' . ~srupt~ng or 
, the production or theft of stolen 

goods will necessarily also be reduced. 
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