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Abstract 

Shrinkage is the loss of inventory that can be attributed to factors which includes 

employee theft, shoplifting, administrative error, vendor fraud, damage in transit or in 

store and cashier errors that benefit the customers. Employee theft is also known as 

internal shrinkage which is caused by the employees of the store such as pilfering 

merchandise, cash, food or supplies. Employee theft and embezzlement of account can 

cause almost half of the total retail shrinkage. 

Shrinkage is the rate of loss from retailers stock as a percentage of sales. The value of 

products lost between supply and sales. The main causes of shrinkage are shoplifting, 

employee theft, administrative error and fraud. 

The study seeks to find out an investigation of perception of employees about how to 

stop Shrinkage at a selected retail supermarket in Cape Town. The study will look on 

how shrinkage impacts the retailer, the effects, the causes and ways to reduce 

shrinkage. 

The study will use both qualitative and quantitative study. A Qualitative Research is 

primarily exploratory research. It is used to gain an understanding of underlying 

reasons, opinions and motivation. It provides insights into the problem or helps to 

develop ideas or hypotheses for potential quantitative research. Qualitative research is 

also used to uncover trends in though and opinions and dive deeper into the problem. 

Quantitative Research is used to quantify the problem by way of generating numerical 

data or data that can be transformed into useable statistics. It is used to quantify 

attitudes, opinions, behaviors and other defined variables and generalize results from a 

larger sample population. 

The researcher will concludes the study from the findings and make use of 

recommendations. 
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Chapter 1: Introduction to the study 

1.1 Chapter Introduction 

The purpose of the study is Introducing the topic of the study and the background of the 

study. The next chapter will be literature review, where different authors view their 

views. 

1.2 Research Structure 

The research structure has been divided into five chapters. Chapter 1 is the introduction 

of the study, where the researchers introduce the study. Chapter 2 includes the 

literature review of the study and the reviews of various authors. Chapter 3 includes the 

research methodologies which consist of the research method that will be used by the 

research and the number of participants who will participate in the study. Chapter 4 

consists of data analysis where the researcher analyse data from respondents and 

Chapter 5 concludes the study by having recommendations and findings. 

1.3 Introduction to Shrinkage 

The term ‘shrinkage’ usually refers to something becoming smaller or a gradual 

contraction over time an impact not considered to be serious or of much concern. (Beck 

& Peacock, 2009: 1). For the basis of this study shrinkage is defined as the difference 

between the recorded value of stock in the inventory stock system, which records 

merchandise received at the store and the value of actual inventory in the store, as 

determined by a physical count of inventory. This difference is divided by retail sales for 

the period and is expressed as a percentage of total sales (Gilbert, 2003: 140 and Levy 

and Weitz, 2004:578). Shrinkage is a problem that has proven to be stubborn and 

resistant to the many and varied attempts to reduce its impact on retail profits. Retailing 

involves the buying of consumer goods from wholesalers or manufactures for resale, 

without transformation, to the general public for personal or household use (Camming 

and Bassant, 1988:157; Coughlan et al, 2006:425 and the Oxford Dictionary of 

Business, 2002: 355 and theStatistics South Africa, 2005b: 166)   
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Waters (2009:11) mentioned that there are four sources of shrinkage which are 

employee theft, shoplifting, vendor fraud, and administrative error. Steyn(2008:03) 

asserts that shoplifting is when someone steals goods offered for sale in a retail store, it 

is generally referred as shoplifting. Mcgoey and Shari(2001:16) states that employee 

theft from a retail store is a term that is used when a employee steals merchandise, 

food, cash or supplies. Vendor fraud is defined as intentional theft or inventory loss 

associated with vendors, often involving the accurate delivery and return of 

merchandise and the administration error is the administrative and paperwork error that 

occurs in an organisation. (ibid) 

Barnet (2015:01) acknowledges that Inventory shrinkage is a term which talks about 

loss of products between the time when they are made and when they are sold. It is the 

amount of products that are not sold due to any numbers of reasons, including theft, 

faulty manufacturing and loss during transportation. Shrinkage is the loss of inventory 

that can be attributed to factors including employee theft, shoplifting, administrative 

error, and vendor fraud, damage in transit or in store and cashier errors that benefit 

customer. Moorand (2015:23) asserts that the effects of shrinkage on a business 

depend on the severity of the loss and the time in which it occurs. Businesses typically 

plan for some amount of shrinkage and price items accordingly, but when shrinkage 

grows, prices must increase as well. 

The purpose of the study is to develop new strategies on stopping shrinkage which is 

faced by the grocery store in Cape Town. The researcher wanted to come up with 

strategies from participants who will participant in the study which can help retailer B. 
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1.4  Background 

The research was conducted by using a selected retailer Supermarket in Cape Town 

CBD, as a unit of analysis to obtain data from employees on how to stop shrinkage in a 

retailer. For research purpose the retailer was identified as Retailer B. 

Retailer B is a store which is part of the largest retailer in South Africa. The retailer was 

established in 1979 and is located in Cape Town at Brackenfell in Cape Town. However 

retailer B (Store) is located in Golden Acre. Their mission is to be the consumer’s 

preferred shopping destination, by retailing food and non- food products at the group’s 

lowest prices from conveniently located outlet in environment that is conductive in an 

environment that is conducive to a comfortable and enjoyable shopping experience and 

the retailers philosophy is bringing customers lower price they can trust on their basic 

food and household requirements in a convenient shopping environment. The company 

is built on giving back to the community, it has contributed to the communities. Since 

1979, the retailer has grown within the South African market. The store remains as the 

biggest brand of the group of companies and has become one of South Africa’s most 

trusted brands being voted SA’s no.1 Supermarket. The retailer also opens 

opportunities for those who seek jobs and bursaries for those who want to further their 

studies. Retailer B competes with other retailers who offer same merchandise like Pick 

n Pay, Spar and Woolworths. 

Currently retailer B is facing shrinkage which is caused by employee theft and 

shoplifting. According to McGoey (2001:05) Shoplifting is a common crime that occurs 

when someone steals merchandise offered for sale from a retail store. Shoplifting from 

retail store cost merchants an estimated loss of 13 billion dollar per year. Employee 

theft is a term that is used when an employee steals merchandise, food, cash or 

supplies while on the job. Employee theft can occur just like shoplifting by concealing 

merchandise in a purse, pocket or bag and removing it from the store. It can also be 

occurred by stealing cash, allowing others to steal merchandise, eating food, refund, 

credit card or fraud. (ibid) 
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Shrinkage is a very serious problem for retailers. According to the National Retail 

Security Survey (2011), employee theft accounted for 43.9 percent of losses in 2011. 

Shoplifting was the second highest cause for shrinkage and accounted for around 35.7 

percent of losses.  

1.5 Statement of the problem 

As mentioned in the background what causes retail shrinkage the author will add more 

information supporting the information on Retail Shrinkage. The management of the 

retailer is facing big problem in the store, because every day there is loss of stock which 

is caused by customers and some employees, so that decreases the turnover of the 

business in not making sales. The most shrinkage that retailer B is facing is shoplifting 

and employee theft. According to McGoey (2005:05) shoplifting it is when a person 

takes an item out of the store without paying for it. When a customer is entering the 

store, it is difficult to judge a customer by looks, because the person that you look down 

at can be the person who will make a big sale. McGoey (2005:06) asserts that 

Employee theft also cause loss of goods, because employees are the ones who are 

working with the merchandise and also the ones on the floor assisting customers, so it 

is easy for them to easily grab an item and conceal it in a bag. Loss of stock it is one of 

problem that the store is finding difficulties to solve. 

Shrinkage is a serious problem which retailers encounter, it impacts the business in a 

bad way, because it decreases the business profit and turnover. It affects the business 

in a way that the business will not make profit that it has estimated to reach. Every 

business has its target aimed at achieving on sales and every business wants to 

increase its turnover to see if the business is progressing or not, so when there is 

shrinkage the business loses its profit or target aimed to achieve. Retailer B is one of 

the retailers experiencing the loss of goods which affects Turnover of the business.  
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1.6 Research Questions 

The study will go further and have the following questions: 

 Which ways to use to reduce shrinkage? 

 What are the causes of Shrinkage? 

 How does shrinkage impact the retailer? 

 What strategies can be implemented to stop shrinkage? 

 What are the employee perceptions on shrinkage? 

1.7 Research Objectives 

The study will also fulfil the following supporting objectives: 

 To find out ways on how to reduce shrinkage 

 To find out what causes shrinkage 

 To establish the impact that shrinkage has on the retailer 

 To identify strategies and ways to stop shrinkage 

 To establish employees’ perceptions about retail shrinkage 

1.8 Significant of the study 

This study is important because it will help retailers to have more knowledge about 

shrinkage. It will help the retailers to know the causes of shrinkage, impact and have 

more knowledge on how to reduce and implement shrinkage. The study will also help 

management in getting advices from employees and answers on how to stop shrinkage. 

The study will also help me as the researcher to know more about shrinkage and not 

only the basics of shrinkage but shrinkage as a whole. It will also help me to have more 

knowledge that I can use when I am in the industry working. 

Shrinkage is a not only faced by food retailers and clothing retailers but also 

Manufactures and warehouse they are also facing loss of stock, where they will find loss 

of stock and administrative errors, so this study will also be helpful to them. 
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1.9 Limitation 

 Travelling money 

Since the travelling will be from Makhaza to Cape Town 

 Meeting with Managers and staff 

It will be difficult to meet with the managers, because they are always busy when you 

want to meet with them and it will also be difficult to meet with employees because by 

the time the researcher will be doing interviews some will be on duty. 

 Lack of Information 

Lack of specific information on a particular study 

 Insufficient time 

When doing research it needs more time to use, because when you are researching 

you need more information to use in your reseach and understanding of things you 

didn’t know or things you were not aware of. 

 The time was not enough for gathering of information, because when you are a 

researcher you keep on researching, so when you are researching it’s where you 

find more information on the study. 

 

1.10 Delimitations 

Delimitations are definitions that you set as boundaries of your own thesis or 

dissertation, delimitation are in your control. Delimitations are set, so that your goals do 

not become impossible large to complete. (PhD student 2015) 

 This research has boundaries, which means the researcher will only get 

information from employees and management from Cape Town.  

 The study will only focus on Retail Shrinkage 
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Trajectory of Research 
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Chapter 1 

Chapter 1 introduces the topic and the area of study, background, statement of the 

problem, questions and objectives that the researcher endeavor to fulfill.  

Chapter 2  

Literature review is all the information that is published by various authors, their views 

and their ideas.  

Chapter 3 

Research methodology is how a researcher will gather information, it is either gathering 

information by using quantitative method or using qualitative method. 

Chapter 4 

Data analysis it is the process of evaluating data using analytical and logical reasoning 

to examine each component of data provided. Data analysis summarizes the 

information from qualitative method by using words, pictures and numbers. 

Chapter 5 

The conclusion of the research it summarizes the content and the purpose of the study, 

after concluding the study the researcher must  make use of recommendations .The 

study’s conclusion must be similar to the introduction and the recommendations must 

be based on the study. 

Chapter Summary 

This chapter focused on introducing the topic and the study as whole, where the 

researcher gives a clear description of the topic, the statement of the problem faced by 

the retailer e.tc. The next chapter will be a Literature Review 
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Chapter 2: Literature Review 

2.1 Chapter Introduction  

In the previous chapter the researcher covered the introduction of the chapter which 

consists of the introduction of the study or topic that describe or discusses the topic and 

the background of the study. The researcher also included the statement of the problem 

where it goes deep on what is the major problem of the study, research questions that 

are directed to the topic and objectives that are linked to the research question. A 

literature review is an account of what has been published on a topic by accredited 

scholars and researchers. The aim of a literature review is to show that the writer has 

studied existing work in the field with insight .Haywood and Wragg. (1982: 2).  

2.2 Shrinkage 

Shrinkage is the loss of inventory that can be attributed to factors which includes 

employee theft, shoplifting, administrative error, vendor fraud, damage in transit or in 

store and cashier errors that benefit the customers. Employee theft is also known as 

internal shrinkage which is caused by the employees of the store such as pilfering 

merchandise, cash, food or supplies. Employee theft and embezzlement of account can 

cause almost half of the total retail shrinkage. Cashiers caused shrinkage in many ways 

of wrong recording of transactions, forging receipts, misuse of the register or computer 

so in account for almost 61 percent of the total employees caused by shrinkage. 

Shoplifting it is when a customer took merchandise inside the store and conceals it in 

the bag or when a customer is eating goods without paying for them. Daniels. (200:13). 

According to the National Retail Security Survey 2011, the number one source of 

shrinkage for a retail business is internal theft. Some of the types of employee theft 

include discount abuse, refund abuse and credit card abuse. 

Tyco Retail Solutions states that vendor fraud is defined as intentional theft or inventory 

loss associated with vendors, often involving the accurate delivery and return of 

merchandise. The Vendor fraud prevention method is vendor truck and delivery audits 
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and detailed receiving. Often administrative errors can also contribute to the variance 

between the inventory owned on the books and the actual physical inventory. (ibid) 

Kokemuller (2004:23) define Inventory shrinkage as loss of products from employees or 

customers theft or inventory accounting errors. Maintaining a low shrinkage rate is 

important to the line of your retail business. While standards vary by industry, normal 

shrinkage rate is around 2 to 6 percent. Relatively high shrinkage impacts the business 

and may force you to take certain combative measures. 

2.3 Retail Shrinkage and Retail crime 

Shrinkage and retail crime are major issues for most retailers, having a significant 

impact on the net profitability of stores, products and retail business. Bamfield and 

Hollinger. (2001:01). Large numbers of customers and a wide range of accessible 

goods, make shops an easy target for theft .Alto. (1992:03).  

Shrinkage is a significant issue to retailers as it has the major impact upon profitability in 

this relatively low margin sector. Efforts to address shrinkage are hampered by the ease 

with which it can be viewed incorrectly. Indeed the degree to which shrinkage is 

misunderstood has led current understanding of shrinkage to be described as myopic. 

Beck et all (2003:51). For example retailers emphasize external theft as a cause of 

shrinkage as they are in denial of the level of theft by their own employees and 

therefore retailers underreport internal theft, Chapman and Templar. ( 2006:05). 

2.4 Impacts of shrinkage on a business or a retailer  

According to Kokemuller (2007:18) lost inventory equals lost revenue. Anytime an item 

walks out the door with a customer or employee, the business lose out on the chance to 

generate revenue and cash from it. Similarly, it impacts the business profit because the 

business has to eat the cost of acquiring the goods and making no money on the 

investment. Very high shrinkage can make the difference between a slight profit or loss 

for some small businesses. Internal trusts, shrinkage problem resulting from employee 

theft also impact the internal culture of the business. Service will impact the business 

e.g. employees will become leery to customers and become less friendly towards them 
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if shoplifting is contributing to shrinkage. Internal trust will impact the retailer because 

shrinkage is not only done by shoplifting and other factors but also employees so it will 

be difficult for the management to trust again which will results in coming with  ideas or 

seeking ideas to implement shrinkage. Shrinkage will also impact the management 

because the more time and energy spent on investigating causes of inventory loss and 

strategizing how to address them, the less time the management will focus on the 

business. 

Steyn (2008;170) asserts that shrinkage can impact on a retailer operation on two 

levels, namely directly(financial) and indirectly. These two levels are not isolated from 

each other since its indirect and impacts will sooner or later become a direct impact e.g. 

loss of reputation will lead to a loss in income. The two will be briefly describe: 

2.5 Financial (direct) impact on shrinkage 

The most impact of shrinkage on the retail operation is the loss of stock. These losses 

can negatively impact on the retailer in two important ways, namely a loss in profitability 

and increased expenditure to curb these loses. Steyn(2008:170). A loss in profitability 

can be seen in the light that stock shrinkage has a negative impact upon stock sales 

which handicaps the retailer’s effort to meet fixed financial obligations. In other words 

shrinkage impacts on the corporate results of a retail operation (Chapman, Harrison and 

Beck, 2003:12). As previously mentioned that shrinkage also brings about an increase 

in the expenditure of the retail operation since the cost of responding to stock loss often 

amounts to millions of rands. These costs include the installation of security equipment, 

such as intruder detection system and CCTV, setting up and operating a control room, 

employing security personnel, changing procedural checks etc (Chapmal, et al, 

2003:13). 

Indirect Impact of shrinkage: Impact of shrinkage on shopper satisfaction 

Steyn (2008:170) points that any retail operation is independent on its customers, the 

shoppers, to run a successful operation, and if shoppers are not satisfied with the 

service offered by the retailer they will go to another retailer. In modern society 
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competition between retailers cannot afford to lose customers because of bad or poor 

reputation. Shoppers satisfaction is negatively influenced by shrinkage, the stock loss 

can cause merchandise to be unavailable in the stores and by making stock that is seen 

as high-risk to, for example theft, inaccessible to the customers Chapman et al. 

(2003:13). Sales data are usually used to determine when to replace stock on the store 

shelves. Shrinkage can cause the depletion of products without registering on the sales 

data with the results that shelves become and remain empty until someone orders new 

stock manually or the inventory records are corrected .Chapman et al. ( 2003:14) 

2.6 Additional impact that shrinkage has on the business are: 

Reduced Profits  

Shrinkage takes a bite out of a business's bottom line. According to the Workforce 

Management, the National Supermarket Research Group says shrinkage comprises 

about 2.3 percent of supermarket sales, with 57 percent of shrinkage resulting from 

employee theft alone. Supermarkets typically must operate with razor-thin profit margins 

to remain competitive, so any event that cuts into profits is likely to have a significant 

negative effect. 

Prices and Wages 

To account for their lost sales, business owners often must resort to raising their prices. 

In businesses where shrinkage is problematic such as the grocery industry, this means 

consumers must pay more for products they need to survive. (Joseph 2007) stated that 

for businesses which sell highly price-sensitive goods, higher prices can place them at a 

competitive disadvantage. Businesses may also have to offer lower wages and hold the 

line on wage increases, making it more difficult to attract and retain high-quality 

employees. (ibid) 

Heightened Security 

To combat shrinkage, companies often need to implement tighter security measures. 

Joseph. (2001:02). Depending on the nature of the business, this may involve hiring 

plain clothes or uniformed security guards to patrol the premises and monitor the 
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activities of employees and customers. They may need to install security cameras and 

other electronic devices. The business may also need to install strict internal control 

measures to monitor bookkeeping and inventory control. The presence of more security 

may exacerbate the feeling of mistrust between management and employees. (ibid) 

Management Focus 

Businesses with high shrinkage often require that management place more focus on 

loss prevention. To encourage managers to be more vigilant, some retail organizations 

include loss prevention incentive programs as part of a manager's compensation 

program. While these programs can help to reduce shrinkage, it may require managers 

to devote more attention to loss prevention at the expense of other important tasks like 

training, staffing, promotions and other day-to-day operations. Kokemuller. (2004:05)  

2.7 Causes of shrinkage 

Shrinkage is the rate of loss from retailers stock as a percentage of sales. The value of 

products lost between supply and sales. The main causes of shrinkage are shoplifting, 

employee theft, administrative error and fraud. (Retail Management Advisors) 

According to the Retail Management Advisors (1975:20) shrinkage tend to rise during 

recession, not only because the motivation to steal rises, but because cost cutting often 

means reducing the number of staff making shoplifters less likely to be caught. 

Inventory is a critical area in business that can easily impact the business financial 

stability. Appearing as an asset on the business financial statement, the stored 

inventory is the goods the business uses to generate income. Inventory shrinkage 

depletes the business potential income and thus potential profit. Shrinkage can results 

in business changes such as increased prices, decreased employees bonuses and 

overall loss of sale .Smith. (2004:06) 
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2.8 Causes of Inventory shrinkage also include these: 

Employees  

Employees serve as the forefront of the business inventory quality and shrinkage 

prevention. Employee’s integrity reduces the potential for employee theft, while training 

provides employee with the tools they needed to reduce theft .Smith. (2004:01) 

Inaccuracies 

Inaccuracies in inventory counts and paperwork could make the business appear to 

have a shrinkage problem. The author also quoted that to ensure accuracy, inventory 

should be counted and recounted especially when there are large shipments or 

productions involved. Smith (2004:20) stated that it is important to check inventory 

count annually, even when automated system are in place. Deliveries and shipments 

should be counted each time they enter and exit the business and recorded accordingly. 

(ibid) 

Obsolete 

According to smith (2004:01) ever changing demands and federal regulations have 

immense impact on the business products. Some changes make products obsolete. 

The author also stated that same changes makes products obsolete .When the 

business is no longer able to sell the inventory, the obsolete products no longer have 

the value and contribute to shrinkage. 

2.9 Ways to reduce Shrinkage 

Marfo (2004:11) mentioned that Inventory Shrinkage it is when the physical count of 

merchandise or stock differs from the amount the records indicate you should have. 

Shrink can be results of a number of factors which occur singly or in combination 

including employee or customer theft, misplaced stock, inefficient recordkeeping, 

shipping errors order fill errors. While paper errors show a trail of inaccurate loss, theft 

is a true loss of physical inventory. To reduce inventory shrinkage a retailer need to 

increase security and control each event which involves merchandise. (ibid) 
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2.10 Ways to reduce shrinkage includes: 

Marfo (2004:14) suggest that tighten security around the shop or business, by installing 

cameras in both employee and customer areas, including stock and break rooms. 

Change doorknobs to lock on store room area and allow higher level employees access 

to excess stock verification of any product purchase, invoices, shipping receipts and 

signed packing list that is correct before they are filled. Organising paperwork in binders 

or in a file cabinet or scanning of copies and save backup copy. By counting the 

physical inventory of the business every year or twice a year to compare the actual 

numbers of specific items to the numbers the log sheet suggest you should have in your 

possession.  Counting of stock can be done by the management and employees or an 

outside inventory company. The last way in reducing shrinkage is dividing the value of 

your physical inventory by the values of the suggested inventory. (ibid)  

2.11Sources of retail shrinkage  

Joshua Bamfield (2001:36) discusses that retailers estimated that customer’s theft was 

the greatest security problem they faced, responsible for 48.8 per cent of all shrinkage. 

Employee or staff theft was thought to account or 28.8 per cent. The author also 

mentioned that the proportion of shrinkage accounted for by internal error was 18.3 per 

cent. The table shows the perceived sources of European and other countries 

Most stolen goods that retailers are facing: 

The author included the types of merchandise that are mostly stolen for all trade 

sectors. The table represent all the information on department store and food and 

grocery which causes retail shrinkage. 
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Table 2: Department stores and Food grocery which causes retail shrinkage 

Food and grocery Department store 

Food Designer fashion and accessories 

Alcohol Small electrical items 

Fresh meat Womenswear 

Cosmetics and perfumes Sport shoes and sport wear 

Shaving products and razor blades Wallets  

Telephone cards Socks and Scarves 

Health and beauty Gifts and toys 

Baby products Perfumes and fragrances 

Chocolates  Health and beauty 

Video Tapes, CD and DVDs Watches 

Tea Clothing Jewelery  

Electronic games Small electric goods 

Cellular/ mobile telephone Computer software 

 Video tapes, DVDs and CDs 

 

2.12 Negative effects of shoplifting on the economy 

Strehlow (2005:36) discussed that Shoplifting costs the retail industry approximately 

12.1 billion dollars in lost revenue every year. Ninety-five per cent of retailers are victims 

of organised retail crime. Store owners incur expenses related to theft by installing 

expensive deterrent systems. Hiring and training people to reduce opportunities for theft 

affect retailers' operating budgets. Store owners raise consumer prices to pay for theft 

prevention. Unfortunately, some stores are unable to recoup losses and are forced to 

close. (ibid) 
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The effects that influence the economy include these: 

Increased Prices 

To decrease a shoplifter’s opportunity to steal, stores invest thousands of dollars in 

security system and antitheft devices such as sensor tags on merchandise that are 

removed only after the purchase. Smaller expensive items locked up in display cases 

and require a salesperson to unlock and monitor the merchandise while a customer 

inspects the items. Sales associates also monitor exits and fitting room activities. The 

additional staffing needed to prevent theft and electronic loss prevention system costs 

money that store owners can recoup through piece increase. Strehlow (2005:25) 

Retailers will offset theft related losses by laying off employees to decrease payroll and 

related expense. Loss of jobs affects the immediate areas such as unemployment rate 

and the local economy. Decreasing the number of employees may also results in more 

opportunities for shoplifters to steal and stores that are unable to recoup losses from 

theft may be forced to close. As more store close, more people will lose their jobs and 

unemployment rate will increase. Store closure impact unemployment, loss of revenue 

for commercial property owners and decrease tax revenue. Jodi Strehlow (2005:09)   

Law Enforcement 

Police officers must detain and arrest thieves. For minors, officers must locate parents 

in order to release the teen shoplifter into parental custody. Parents must take time off 

work to resolve the situation. Adult criminals may spend time in police custody during 

booking and sentencing. In addition to filing reports in cases involving minors, police 

and court officers may need to conduct interviews with parents, school officials and 

neighbours. Shoplifting places additional burdens on law enforcement efforts paid for 

through local and state tax revenues. An increase in law enforcement activities 

ultimately affects tax payers. Strehlow (2005:13) 
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Judicial System 

Shoplifting affect the judicial system since tax revenue funds the judicial system and tax 

payers pay for the prosecution and imprisonment of all criminals. Increase in crime can 

overwhelm the judicial system in terms of processing and incarcerating criminals, 

necessitating the expansion of prison facilities. Processing and monitoring shoplifters 

sentencing guidelines also places additional demands on judges and the court system. 

Strehlow  (2005:01) 

2.13 How Shrinkage Happens in Construction 

Shrinkage on Construction happens on these aspects: 

Poor Accounting and Control 

Banks (2005) mentioned that even if you assume that everyone involved in a 

construction project is completely honest, sloppy bookkeeping can cause problems that 

resemble shrinkage. Actual shrinkage might or might not be occurring, but snags in 

recording receipt and use of materials makes the question unanswerable. For example, 

it’s impossible to know if lumber or concrete is disappearing if you don’t keep track of 

the amount you use. Basic inventory management techniques require tracking materials 

and supplies from receipt through final use.(ibid) 

Short Shipments 

A 2013 report from the risk management consulting company Kroll says that a third of 

all companies suffer supplier fraud. Some vendors will test their customers by 

deliberately sending short shipments deliveries with items missing to see whether the 

customer will catch the problem. If the company does not have the procedures to count 

every receipt of material, the company cannot know whether the vendors are 

overcharging them by shorting their deliveries. In this case a company does not have 

shrinkage, it has fraud. Banks(2005) 
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Corrupt Management 

A corrupt purchasing manager can do a lot of damage to the business. Faked invoices, 

receipts, bills of lading, transportation manifests and other documents can create the 

impression of shrinkage. In reality, a manager might be shuffling money meant for 

purchases to other accounts and eventually into his own pocket. Another ploy is for a 

manager with or without organized crime connections, to divert shipments to 

confederates in return for payoffs. For example, drop shipments to work locations might 

be fraudulently marked as received when in fact the materials go elsewhere. Banks 

(2005:14) 

Theft  

It’s impossible to eradicate the occasional theft of a hammer or a piece of lumber. 

However, when workers view the company’s inventory as a free store, real shrinkage 

occurs. Dishonesty coupled with a lack of surveillance and inventory tracking 

procedures certainly can contribute to an employee’s sense of entitlement. If the 

company feels it is being victimized by employee inventory theft, they need to consider 

bringing in security consultants to install systems that make stealing harder. Banks. 

(2005) suggested that should the new measures catch workers stealing, they have the 

option of throwing the book at the culprits to make an example to others and they also 

must secure materials to prevent theft by the general public. Many cities have police 

task forces that can help in developing theft prevention strategies. Banks (2005;06) 

2.14 Chapter Summary 

The study is about Retail Shrinkage that is faced by many retailers’ not only in South 

African retailers, but also abroad. The chapter it covers the causes and the impacts that 

businesses are facing on shrinkage and how some retailers are trying to prevent it, even 

though it’s not an easy task to stop it. Stores are trying to decrease it by decreasing  the 

shoplifter’s opportunity to steal and they  also invested thousands of dollars in security 

system and antitheft devices such as sensor tags on merchandise that are removed 

only after the purchase. 
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CHAPTER 3: RESEARCH METHODOLOGY 

3.1 Introduction 

The previous chapter was a literature reviews that discuses information about shrinkage 

that was published by various authors. This section will look at the research 

methodology of the study, where the researcher will explain more on the method used 

when collecting data from the respondents to meet the research objectives. The chapter 

will discuss the research design in explaining the researcher’s overall plan for 

answering the research questions, research philosophy and research approaches. In 

the study the researcher used two research techniques which are questionnaires and 

interviews.  

3.2 Research Methodology  

Potter (1996:50) explained that methodologies are perspectives of research that set out 

a vision for what research is and how it should be conducted. Methodologies are the 

connections between sayings and methods, while methods are tools (techniques of data 

gathering, techniques of analysis and techniques of writing). Cohen, Manion and 

Morrison (2000:44-45) stated that the aim of methodology is to help understand in the 

broadest possible terms, not the products of the inquiry, but the process itself. In order 

to obtain the advantages of qualitative methodology and quantitative methodology, a 

qualitative research design has been adopted.  

3.3 Research Philosophy 

Research philosophy can be defined as the development of the research background, 

research knowledge and its nature (Saunders and Thornhill, 2007). Research 

philosophy is also defined with the help of research paradigm. In the words of Cohen, 

Manion and Morrison (2000), research paradigm can be defined as the broad 

framework, which comprises perception, beliefs and understanding of several theories 

and practices that are used to conduct a research. 
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3.4 Research Design  

3.4.1 Qualitative and Quantitative Research 

According to Fox and Bayat (2007:3) various types of research may be divided into two 

broad categories, namely, qualitative and quantitative. Babbie (1998:289) stated that 

qualitative research yields data not easily reduced to numbers. Babbie (1998:289) 

added that qualitative research reveals depth of understating and wealth of detail. 

Qualitative research is sometimes undermined by the subjectivity of the researcher and 

the poor reliability of the findings in that two researchers may arrive at different 

conclusions based on the same phenomena at the same time. Wegner (2007:4) pointed 

out that qualitative researchers aim to gather in-depth understanding of human behavior 

and the reasons that govern such behavior. The qualitative method investigates the why 

and how of decision making, not just what, where and when. Hence, similar but focused 

samples are more often needed, rather than large samples. Wegner (2007:4) pointed 

out that qualitative research yields information that allows a decision maker to justify a 

chosen course of action more easily and with greater confidence. Quantitative research 

has greater quality of objectivity and greater reliability of findings. Quantitative research 

is rooted in numerical approaches. The emphasis is on objectivity and the use of 

statistics or data gathering trough polls, questionnaire or surveys. With quantitative 

research methods, numerical data are gathered and then generalized across group of 

people to explain trends or phenomena explained (Zappia 2011:01). The methodology 

of this research is based on a qualitative and quantitative approach of data collection. 

3.4.2 Mixed Method Research 

Swanson and Holton (2005:105) explained that mixed-methods research is a research 

methodology for collecting, analysing and mixing both quantitative and qualitative data 

in a single study or a series of studies in order to better understand research problems. 

A mixed approach is also referred to as triangulation is defined by Ary et al (2010:559), 

Saunders & Tosey (2012:58) as combination of both qualitative and quantitative 

research methods where each approach contributes something to the research. 



An investigation of the perception of employees about how to stop Shrinkage at a 
selected retail supermarket in Cape Town 
 

26 
 

3.5 The difference between Qualitative and Quantitative 

3.5.1 Qualitative Research 

According to Wyse (2011:02), a Qualitative Research is primarily exploratory research. 

It is used to gain an understanding of underlying reasons, opinions and motivation. It 

provides insights into the problem or helps to develop ideas or hypotheses for potential 

quantitative research. Qualitative research is also used to uncover trends in though and 

opinions and dive deeper into the problem. Qualitative data collection methods vary 

using unstructured or semi- structured techniques. Some common methods include 

focus groups, individual interviews and participation/ observations.  The sample size is 

typically small and respondents select to fulfill a given quota. (ibid) 

3.5.2 Quantitative Research 

Quantitative Research is used to quantify the problem by way of generating numerical 

data or data that can be transformed into useable statistics. It is used to quantify 

attitudes, opinions, behaviors and other defined variables and generalize results from a 

larger sample population. Qualitative research uses measurable data to formulate facts 

and uncover patterns in research. Quantitative data collection methods are much more 

structured than Qualitative data collection methods. Quantitative data collection 

methods includes various forms of survey, online survey, paper surveys, mobile survey 

and kiosk survey, face to face interviews, telephone interviews, longitudinal studies, 

website interceptors, online polls and systematic observations. Wyse (2011:25) 
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Table 3.3: The differences between positivism (Quantitative) and interpretivism( 

Qualitative) are : 

Assumptions  Positivism Interpretivism 

Nature of reality Objective, tangible, single Socially constructed, 

multiple 

Goal of research Explanation, strong 

prediction 

Understanding, weak 

prediction 

Focus of interest What is general, average 

and representative 

What is specific, unique, 

and deviant 

Knowledge generated Laws absolute (time, 

context, and value free) 

Meanings relative (time, 

context, culture, value 

bound) 

Subject/Researcher 

relationship 

Rigid separation Interactive, cooperative, 

participative 

Desired information How many people think and 

do a specific thing, or have 

a specific problem 

What some people think 

and do, what kind of 

problems they are 

confronted with, and how 

they deal with them 

Pizam and Mansfeld (2009:05) 

3.6 Advantages and Disadvantages of Qualitative and Quantitative  

Jones (2010:01) asserts that both qualitative and quantitative research are used in 

studies through many disciplines, including science and social sciences. Qualitative 

research is concerned with complete and detailed descriptions of events, whereas 

quantitative researches have several advantages and disadvantages, depending upon 

the researchers aim and area of focus. 
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3.6.1 Advantages of Quantitative Research 

Quantitative research allows the researcher to measure and analyze data. The 

relationship between an independent and dependant variable is studied in detail. Jones 

(2012:01) quotes that quantitative is advantageous because the researcher is more 

objective about the findings of the research. Qualitative also can be used to test 

hypotheses in experiments because of its ability and to measure data using statistics. 

3.6.2 Disadvantage of Quantitative Research 

The main disadvantage of quantitative research is the context of the study or 

experiment is ignored. Quantitative research does not study things in a natural setting or 

discuss the meaning things have for different people as qualitative research does. 

Another disadvantage of quantitative is that a large sample of the population must be 

studied, the larger the sample of people researched, there more statically accurate the 

results will be explained Jones. (2012:03) 

3.6.3 Advantages of Qualitative Research 

Qualitative research is useful during the early stages of the study when the researcher 

may be unsure of exactly what will be studied or what to focus on. This type of research 

does not need a strict design plan before it begins. The method gives the researcher 

freedom to let the study unfold more naturally. Another advantage of the qualitative 

research is the researcher gains more detailed and rich data in the form of 

comprehensive written description or visual evidence such as photographs. Jones 

(2012:05) 

3.6.4 Disadvantage of Qualitative Research 

The researcher of a study using qualitative research is heavily involved in the process, 

which gives the researcher a subjective view of the study and its participant. The 

researcher interprets the research according to his own and biased view, which skews 

the data gathered. Another disadvantage is that the research method is very time 

consuming and can last for months or even years asserts Jones. (2012:03)   
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3.7 Research Method 

3.7.1 Questionnaire  

Mellenbergh (2008:16) pointed that, a questionnaire is a research instrument consisting 

of a series of questions and other prompts for the purpose of gathering information from 

respondents. Questionnaires have advantages over some other types of survey in that 

they are cheap, do not require as much effort from the questioner as verbal or 

telephone surveys, and often have standardized answers that make it simple to compile 

data. However, such standardized answers may frustrate users. Questionnaires are 

also sharply limited by the fact that respondents must be able to read the questions and 

respond to them. Thus, for some demographic groups conducting a survey by 

questionnaire may not be concrete. 

Questionnaires were designed for employees of the selected retailer in Cape Town. The 

aim of the questionnaires was to investigate on the perception of employees about how 

to stop shrinkage, causes and seeking ways to reduce shrinkage. Questionnaires were 

answered by employees of retailer N and seventy questionnaires were completed by 

the employees. 

3.7.2 Interview 

Steinar (1996:01) asserts that an interview is a conversation between two or more 

people where questions are asked by the interviewer to elicit facts or statements from 

the interviewee.  

The purpose of the research interview is to explore the views, experiences, beliefs and 

motivations of individuals on specific matters. Qualitative methods, such as interviews, 

are believed to provide a deeper understanding of social phenomena than would be 

obtained from purely quantitative methods, such as questionnaires. Interviews are 

therefore, most appropriate where little is already known about the study phenomenon 

or where detailed insights are required from individual participants. They are also 

particularly appropriate for exploring sensitive topics where participants may not want to 

talk about such issues in a group environment. Chadwick (2001:187) 
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Interviews were done with Managers of retailer N to help in finding more information 

about shrinkage, on how it has impact the retailer, how it affects the stores revenue and 

finding out if the retailer is considering an advance or new method to stop shrinkage. 

The researcher interviewed Branch Manager, Admin Manager, Sales Manager, 

Controller Manager and Trainee Managers. Ten open ended questions were used 

through the interview. The open questions were developed to help the researcher in 

finding out more information about shrinkage from employers of the retailer.    

 

3.8  Ethical Consideration 

 

3.8.1 Plagiarism 

Plagiarism is presenting someone else’s work or ideas as your own with or without their 

consent, by incorporating it into your work without acknowledgment. The researcher 

was faithful and honest, she went to do interviews with managers of the retailer and 

giving questionnaires to employees.    

3.8.2 Consent 

Consent involves the procedure by which and individual may choose whether or not to 

participate in a study. The researcher’s task is to ensure that participants have a 

complete understanding of the purpose and methods to be used in the study, the risk 

involved and the demands placed upon them as participants. (Best & Kahn, 2006: 

Jones&kottler, 2006). The respondents of this study were informed that participation in 

the study is completely voluntary no one will be forced in participating, if he/she does 

not want to. 

3.8.3 Confidentiality 

Confidentiality is the protection of personal information. It means keeping a client’s 

information between you and the client and not telling others including co-workers, 

friends and family. Confidentiality can be described as unauthorized disclosure of 
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information that could pose a threat clarifies Farlex. (2012:01) Thefore the retailer was 

not identified by its real name, the name was hidden, so it was given a letter B. 

 

3.8.4 Anonymity  

Anonymity is used to describe where the acting person’s name is unknown. The 

respondents of this study were kept anonymously, no name were identified or 

mentioned. 

3.8.5 Chapter Summary 

This chapter focused on approaches that have been used by the researcher in 

gathering information from respondents. The researcher manages to complete 70 

Questionnaires from employees and 10 Interviews from Manager of the retailer. The 

next chapter will be data analysis where we analyse data and interpret it. 
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Chapter 4: Data Collection 

Questionnaire Analysis 

Table 3: Questionnaire Statistics 

Number of Questionnaires 

Total Questionnaires handed out 100 

Total Questionnaires received back 80 

Total Questionnaires Spoilt 10 

Total Questionnaires used for the study 70 

 

The researcher handed out 100 Questionnaires to employees of the specific retailer in 

Cape Town, 80 questionnaires were received back, spoilt questionnaires were 10 and 

the total complete questionnaires were 70. 

Figure 4.1: Age statistics 

The pie chart below indicates the gender statistics of the total respondents of the 

consumer questionnaire. 
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In this study that was carried out 59% were females and 41% were male. The Majority 

of respondents were female in the study. Which shows most of the people who are 

aware of shrinkage are females. 

Figure 4.2: Age Statistics 

 The pie chart below indicates the age statistics of the total consumer questionnaire 

respondents. 
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The highest age group in the study is 18-23 and it consists of 43%. The retailer is 

mostly employing youth people and most of employees who are working at the store are 

young. The age 72 and above is the least percentage in the store. 
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Figure 4.3 Race Statistics 

The graph illustrates the race of the total respondents 

 

 

Most of employees who were participating in the study were black people followed by 

the colored. The majority of people who are working at the retailer are black people 

followed by colored. The respondents were willingly to participate in the study they did 

not have any problems. 
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Figure 4.4: Marital status Statistics 

 

 

Majority of participants were falling under single category followed by married. Singe 

category had the most number of participant that those who are widower. 
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Figure 4.5 Monthly Income Statistics 

 

According to figure 4.5 Monthly statistics 34% earns between R501-R1000, 40% earns 

between R3001-R5000, 19% earns R5001-R7000, 7% between R1000 and above. 

 

Figure 4.6.: Employment Status 

 

 

Majority of people working at retailer B are employed, so whish shows that the retailer is 

indeed giving back to the communities and it opens jobs to many people. The store also 
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has part time employees who work part time not daily. It also has students and flexi who 

assists when they are in need. 

 

Figure: 4.7 Household Statistics 

 

 

There is a high rate of statistics that shows that the majority of respondents who are not 

staying alone, most of the respondents are 4 members and more. The least 

respondents who are staying alone are 10 members who undertook the study. 
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Figure 4.8:  Education Statistics  

 

 

 

The highest respondents in educations are those who have their matric, followed by the 

people who have diploma. 
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Figure 4.9: Awareness of Shrinkage 

 

Respondents are aware of shrinkage, so that simply means they know about the loss of 

stock that is happening in the store and they are aware of Shrinkage. 

Figure 4.10 Do you think loss of stock reduce your revenue? 
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91% respondents are aware that shrinkage reduces the stores revenue and 9 % are not 

aware that shrinkage reduces the revenue. Therefore the figures show that the 9% 

comes from those employees who do not have high qualifications. 

  

b) How does it reduce your profit? 

 It leads to insufficient stock for consumers and reduction of profit margins 

 Because every stock that the retailer have is been referred as a sale in the 

business, because once stock is sold it is converted to money, so once a store 

faces loss of stock it also faces loosing sales. 

 It decreases the stores profit 

 The business does not make profit when there’s loss of stock 

 Few stock reduces the profit 

 It decreases surplus profit the business makes 

 Because when the store is losing stock, it also looses the money of the stock 

 The calculated profit from the stock will not be generated if there’s loss of stock 

which was not sold out. 

 

Most of the respondents, they are aware of shrinkage, but they do not have more 

knowledge on shrinkage e.g how does it affect the store and how does it reduced it.  

The majority of employees of the store are not educated, so most of the things it’s 

easier for them to understand by talking to them but they don’t have more knowledge on 

shrinkage. Most of the responses are the same because of the little information that 

they have on shrinkage. The researcher did not find the responses that she was 

expected to get from the employees but some of them they manage to answer the 

researcher’s question. 
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Figure 4.11: how long does the retailer have been experiencing loss of stock? 

 

86% represents five years and more from respondents and 14% which is three years. 

The figure shows that the retailer has been experiencing loss of stock since previous 

years. The 14% consists of those saying the retailer has been experiencing three years. 

The majority of employees show that the store has been experiencing the loss of stock 

and the 14% may fall on new employees who do not have background of the store. 
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Figure 4.12: How does loss of stock affects the retailer? 

Loss of stock cost the retailer 

 

50 respondents believe that loss of stock cost the retailer, it has impact on the store and 

it also decreases the stores revenue. 

 

Figure 4.13: Do you think new technology will help in decreasing loss of stock? 
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60 respondents believe that the new technology will help in decreasing the loss of stock 

but the 10 respondents they disagree on that, they believe that people who steals will 

always find a way in stealing even if new technology can be developed. 

B.  How can new technology decrease loss of stock? (Responses) 

 Installation of censors on items 

 By having CCTVs inside and outside the store it will help in decreasing the loss 

of stock 

 By installing cameras inside the store where we can see staff or customers and 

with the help of detector machines 

 By having latest technology it will help to catch thief’s 

 Make use of alarms  

 By upgrading the new technology in the store and inserts hidden cameras to 

confuse customers. 

 Installation of cameras in every corner of the store 

 I believe as we improve our technology, it will be a better way to catch thief’s 

 By installing latest and advanced technology it will decrease loss of stock but it 

won’t stop permanently. 

 The store should install the technology devices and also make sure they do 

check up on us as employees before we go home. 

 By having safer securities it will decrease loss of stock 

 Installation of cameras on entrance and exit 

 By installing new camera stem or advanced technology that the one we have. 

 Double checking of tills to avoid fraud or administrative error 

 It will help us to catch thief’s  

 Making sure that security systems such as cameras are being installed and 

monitored regularly 

 Shrinkage cannot be stooped but it can be managed 

 More cameras and electric prices 
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Figure 4.14: What are customer’s reactions on scarcity of goods? 

 Customers gets disappointed and goes to the next retailer 

 Customers react in different ways and sometimes it depends on personality of 

customers. 

 Some you will find unhappy 

 Some customers they become annoyed when they don’t get what they are 

looking for. 

 Customers end up not buying at all 

 Customers they became surprise because they expect us to have everything 

they want 

 They become disappointed as this limits the demands of goods they need 

 

Figure 4.15 Store Atmosphere Statistics  

 

 

Majority of respondents indicates that the loss of stock does not affect the store 

atmospheres. They indicated that customers buy only what they want and leave the 

store. They also explained that store atmosphere relates to the physical design of a 

retail store. 20 respondents asserts that, the loss of stock affects the store layout out 
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because the store needs to attracts customers to create unplanned purchase, but if the 

store does not have enough stock it goes back to the store, by not receiving any sales 

because of the store atmosphere. 

Figure 4.16 which months are mostly facing shrinkage? 

 

Majority of respondents indicates that the most months which face shrinkage mostly is 

December. The study also explains that the most month facing shrinkage in the store is 

December. But some employees they believe that every month the retailers is facing 

shrinkage, it  depends on chances that customers get and they also mentioned that as 

long as the store exists, the store will experience shrinkage.  

Another participant mentioned that they don’t have specific month which face shrinkage 

mostly. Every month is facing shrinkage, it depends on chances that customers get to 

steal, because a person when they are entering the store they don’t look or check which 

month, they just steal. 

 

14% 

0% 

0% 

0% 

0% 

14% 
0% 

0% 

0% 
0% 

0% 

72% 

January

February

March

April

May

June

July

August

September

October

November

December



An investigation of the perception of employees about how to stop Shrinkage at a 
selected retail supermarket in Cape Town 
 

47 
 

Figure 4.17:  Does loss of stock reduces profit? 

 

All respondents are aware that the loss of stock reduces profit. This means all 70 the 

employees they have knowledge that when stocks leaves the store without any 

payment made, it reduces the stores profits. One of the respondents mentioned that the 

aim of the business is to make profit so when stock is missing it reduces the stores 

profit. 

Figure 4.18: Does loss of stock have negative impact? 
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Figure 4.18 Majority of respondents they believe that shrinkage has negative impact on 

the retailer. One of the respondents mentioned that when the store has having too much 

loss of stock it impacts the store and store will also have bad reputation. 

Figure 4.19 Does shortage of stock affect the performance of the revenue? 

 

80% of respondents assert that shortage of stock does not affect the performance of the 

revenue and the 20% represents respondents who said shortage of stock does affect 

the performance of the revenue. 

Figure 4.20 Suggestions on how to stop shrinkage 

(Responses) 

 It is not easy to stop shrinkage whereas it is one way more manageable to 

control 

 The store needs to have hidden cameras where employees and customers wont 

be able to recognized them. 

 The store must have security guides walking around the store 

 The managers need tighten up their securities and have electrical bar codes that 
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will work faster. 

 The store must have tough consequences for anyone found guilty of shoplifting 

 We need to do stock counts regularly  

 Managers needs to come up with new technology to reduce shrinkage 

 Be on the lookout for shoplifters and make sure that cashiers scan all the items 

of customers. 

 Installing CCTV cameras and the detectors at the exit 

 By having advanced security system 

 There is no way we can stop shrinkage because customers are always searching 

the right time to steal and once they get a chance they steal. 

 One of the ways to stop shrinkage is implementation of laws by government 

because customers they believe in their policy that they always right. 

 We need to have more skilled staff, improve technology and improve the level of 

technology. 

 It is impossible because the store has floor walkers, but the problem on floor 

walkers once they find thief’s, after working hours they thief’s they want to beat 

them for reporting.  

 The law secures mostly customers more than employees, so they cannot stop 

shrinkage. Shrinkage can only be stopped if the law can be tight or strict and not 

favored customers, because customers are always right e.g. A customer will tell 

you it’s my right I don’t want you to search my bag and when you search the 

customers bag without customers permission, they will report you to the police 

because it’s their right and the law supports it 
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INTERVIEW ANALYSIS 

The researcher managed to interview 4 Managers which are the Brach Manager, Sales 

Manager, Administration Manager and Controller Manager. The remaining six 

Managers they were busy with stocktaking and could not participate in the study. 

Shrinkage overview 

The branch Manager mentioned that Shrinkage is not stoppable. She also quoted that 

you can control it but you can never stopped it because your eyes can’t be everywhere, 

it can be manageable in putting all corners to our stock and blocking everywhere you 

can possibly can.  She also mentioned that it is it’s difficult to stop and in proving that 

she said if it was stoppable it would have stopped long ago. 

Question 1 

What challenges are you facing on loss of stock? 

A participant mentioned that one of the company’s challenges is stock being lost on 

delivery or at the store. The challenge is not getting the stock that they order which 

impacts’ the availability of stock. He also mentioned that customers are always 

complaining when there’s loss of stock so that make the retailer to been seen as 

unreliable and it makes customers to shop elsewhere because of stock that they do not 

find in the store. Another participant asserts that the company loss in the business. 

Question 2  

How does shortage of stock affect your target market? 

A participant indicates that if the customer does not find what they are looking for 

because of shortage of stock then which means the business is in trouble because the 

customer will shop elsewhere, so that will make the business loosing the sale to another 

retailer. 
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Another participant mentioned that if the business does not meet the target market that 

that is supposed to have, it will results on decrease of profit. Every company has its 

target market that it targeted to have within a period, week or month, its depends on 

how the company works. Another participant points that if customers does not find what 

they looking for because of shortage, then the business is in trouble because customers 

will shop elsewhere. 

Question 3 

How does loss of stock affect your turnover? 

It will affect the turnover negatively because there is a turnover that we need to meet, so 

by having short stock of It will also impact the businesses percentages. Another 

participant mentioned that it will have a bad effect because it will decrease the 

turnovers. 

Question 4 

How does shrinkage impact your store? 

According to Kokemuller (2007:01) lost inventory equals lost revenue. Anytime an item 

walks out the door with a customer or employee, the business lose out on the chance to 

generate revenue and cash from it. Similarly, it impacts the business profit because the 

business has to eat the cost of acquiring the goods and making no money on the 

investment. 

Shrinkage is mostly caused by customers and employees. E.g. In many cases 

customers are eating in the store without paying for the items and also taking items from 

the store without paying. Not only customers who are eating products of the store. 

Employees also eat and drink products of the store without paying for them. Also at the 

receiving of goods it is not checked correctly which makes a massive impact on the loss 

of profit and turnover.  

Question 5 

How does employee theft affect the business? 



An investigation of the perception of employees about how to stop Shrinkage at a 
selected retail supermarket in Cape Town 
 

52 
 

It affects the business because it cost the business a lot of money 

Question 6 

How do you deal with employee theft? 

Participant mentioned that employee theft is a major issue. They expect people to 

uphold high moral standards but with employee’s theft they are sometimes reluctant to 

employ/ promote these employees to high responsibility jobs. Another participant 

mentioned that employee theft they also report it to the police station and then the 

police will deal with them. 

Question 7 

Does loss of stock influence customers shopping behavior? If yes how 

Yes, It is not a good thing to always tell customers that we don’t have certain stock 

while we know we had but was stolen. Another participant asserts that loss of stock 

does influence the customers shopping behavior because when customers does not 

find what they are looking for, they shop to another store where they will find everything 

they want. 

Question 8  

Have you considered an advanced or new technology method to shop shoplifting? 

Yes, the implementation of cameras everywhere. Another participant mentioned that 

there are couple on the market who sell advanced technology but they are too 

expensive and complicated, but the management is considering on buying new 

technology.  

Another participant mentioned that new technology will assist in preventing 

shrinkage where customer theft is high, but due to budget constrains it is difficult to 

implement 
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Question 9 

What challenges faced in implementing new technology? 

The challenge that the managers are facing is that shoplifters turn to notice the under 

covers that they are currently using and some of them get away with the products. 

Chapter Summary 

The researcher completed questionnaires and interviews and was able to find answers 

on How to stop shrinkage from employees. The next chapter will be conclusion and 

recommendations of the study. 
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Chapter 5: Findings, Conclusion and Recommendation 

Conclusion 

Shrinkage is the loss of inventory that can be attributed to factors which includes 

employee theft, shoplifting, administrative error, vendor fraud, damage in transit or in 

store and cashier errors that benefit the customers. Employee theft is also known as 

internal shrinkage which is caused by the employees of the store such as pilfering 

merchandise, cash, food or supplies. Employee theft and embezzlement of account can 

cause almost half of the total retail shrinkage.  

The researcher managed to get answers on how to stop shrinkage. From the 

information that I received from Managers and employees they mentioned that, theres 

no way shrinkage can be stopped. Even if retailers can come up with advanced 

technology, but employees will always find a way of stealing.  

Recommendations 

 

I recommend that the grocery retailers consider applying the Shrinkage Road Map to 

reduce operational failures in stores. The shrinkage road map is intended to act as a 

manual or guide, describing the overall activities that need to be undertaken in order to 

reduce shrinkage through the identification of the root causes of specific problems. This 

guide consist of general approach made up of steps a company needs to follow, 

together with techniques and tools to help undertake each phase and to deal with 

problems that may be encountered (Beck et al., 2003). 

 

 It is further recommended that grocery retailers consider the implementation of Radio 

Frequency Identification Technology to reduce shrinkage, when this technology 

becomes affordable and the technical barriers to implementation have been overcome. 

The implementation of the loss Prevention Pyramid-underpinned by a rationale that 

operational failures create opportunities and circumstances for most forms of shrinkage, 
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offers retail store owners a structured, logical and sustainable way to begin to deal with 

heir shrinkage problems. 

 

 The store needs to have hidden cameras where employees and customers wont 

be able to recognized them. 

 The store must have security guides walking around the store 

 The managers need tighten up their securities and have electrical bar codes that 

will work faster. 

 The store must have tough consequences for anyone found guilty of shoplifting 

 Managers needs to come up with new technology to reduce shrinkage 

 Be on the lookout for shoplifters and make sure that cashiers scan all the items 

of customers. 

 Installing CCTV cameras and the detectors at the exit 

 By having advanced security system 

 There is no way we can stop shrinkage because customers are always searching 

the right time to steal and once they get a chance they steal. 

 One of the ways to stop shrinkage is implementation of laws by government 

because customers they believe in their policy that they always right. 

 The store needs to have floor walkers, but the problem on floor walkers once 

they find thief’s, after working hours they thief’s they want to beat them for 

reporting.  
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