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Transnati onal organi zed crinme has been preval ent
during the last century, but it recently has been
recogni zed as a threat to the world order. Governnents
t hroughout the world, along with the intergovernnental
organi zations identified this phenonenon as a new threat to
donmestic and international security.

Thi s paper attenpts to explain the inpacts of
transnati onal organized crinme on the functioning of
denocratic societies by adopting the Russian O gani zed
Crime as case study. The descriptive research with regard
to definition, scope and organi zation of transnational
organi zed crinme, along with the objectives, Iimtations and
nmet hodol ogy of this research will be included in the first
chapter. Recent trends observed in organized crine's
character and the inpact of organized crinme on the
political econom es of denocratic regines wll be contained

in the follow ng chapters. Pre-conditions for a broader



response to transnational organized crinme and concl usive

remarks will be the context of the |last chapter.
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CHAPTER |

| NTRCDUCTI ON

Sone argue that; humanity will never be free of crine
because the human being is a sinner by nature. As the
French crimnologist, G Tarde, wote: If the tree of crine
with all its roots were ripped out, a gaping abyss woul d be
left in society. The only question, then, is the depth of
this abyss. Or the nature of the disease: Is this a
gangrene that can be stopped with a scalpel, or is it a
cancerous netastasis, already beyond hope (Wssel, 1995a.
p.1)?

I n Novenber 2000, the United Nations General Assenbly
at its MIleniumneeting adopted a conventi on agai nst
transnational organized crinme. It is unique, being the
first legally binding UN docunent in the field of crine. It
was opened for signature at a high-level conference that
was held in Palerno, Italy, in Decenber 2000. After being
signed and ratified by 40 countries, the states party to
the convention would be required to establish in their |aws
four crimnal offences, which are; participation in an

organi zed crimnal group, noney |aundering, corruption and



obstruction of justice.

The instrunent system zes cooperation on such matters
as extradition, nutual |egal assistance, transfer of
proceedi ngs and joint investigations. Provisions for victim
and wi tness protection and guarding | egal markets from
infiltration by organized crimnal groups are contained, as
well. Parties to the treaty would al so provide technica
assi stance to devel oping countries to help themtake the
necessary neasures and upgrade their capacities in the
fight agai nst organi zed crine.

Transnati onal organi zed crinme has been preval ent
during the last century, but it recently has been
recogni zed as a threat to the world order. In Novenber
1994, the World Inter-Mnisterial Conference on
Transnational Organized Crinme was held in Naples-Italy. In
1996, the president of the United States, WIlliam dinton
mentioned for the first time the fight against
international organized crinme as a matter of nati onal
security (United States Governnent, 1996). Governnents
t hroughout the world, along with the intergovernnental
organi zati ons such as G 7 group, the Council of Europe and
Eur opean Union identified this phenonenon as a new t hreat

to donmestic and international security.



This sensitivity about the chall enges posed by
organi zed crinme arose during the | ast decade due to two
factors. The end of the cold war changed the focus of
international relations. The recently nounted attack on
transnati onal organized crinme is, indeed, partly a
consequence of the need for security bodies (such as the
ClA, KGB and the Mdssad) and international organizations
(such as the UN and the Council of Europe) to devel op new
m ssions in the Post-Cold War era (Shelley 1995b, 464). The
second factor is the observed evol ution of organized crine
and its perilous outcones. In recent years, crimnal groups
dramatically expanded their scope and activities worl dw de
by taki ng advantage of the econom c and political
gl obalization, the imm grati on boomto devel oped countries
and associ ated formati on of Di aspora networKks,
technol ogi cal progress, inter-regional conflicts and post-
cold war power vacuuns wWithin the political-econony and
social structure of newly denocratized nations. They al so
have established international networks to further their
activities both in legal and illegal markets by enpl oying
sophi sticated nethods. The seriousness of the problemlays
in the penetration of transnational organized crine into

the political structures, institutions and | egal econom c



sectors of denocratic regines, as well as the threat it
poses agai nst donestic and gl obal econom es through its
illegal activities and proceedi ngs derived fromthese
busi nesses.

As stated above, transnational organized crinme has
recei ved increasing attention froml aw enforcenent
agencies, intelligence analysts and academ c researchers
and nedia. Yet, there are many differences with regard to
definition, scope and organi zation of transnational crinmne.
There is no consensus on enforcenent practices and
probl ens, future prevention or control strategies.

This research attenpts to capture the richness of the
variety of views offered so far in search for an innovative
anal ysis and di agnosi s of the phenonenon. The definition,
scope and organi zation of transnational organized crine,
along with the objectives, Iimtations and net hodol ogy of
this research will be included in the first chapter. In
under standi ng the significance of the problem a study on
recent trends in organized crine s character carries a
vital inmportance and it will be the content of the second
chapter. In the third chapter, the inpact of organized
crime on the political econom es of denocracies wll be

assessed thoroughly. Russian Organized Crine is chosen as



the case study in this research because of its highly
vi sible transnational characteristics and the inmm nent
threat it poses against Russian state itself and the
national securities of other countries. This profile wll
all ow a better understanding of the pre-conditions for a
broader response to transnational organized crine. Finally,
conclusive remarks will be the content of the last chapter.
Definitions

Organized crinme is intricate and is a relatively new
international threat, thus, understanding of its nature
proves to be limted. The covert nature of organized crine
prevents the direct observation of the destructive and
corroding inpacts it has on society. However, not only does
it lead to higher crinme rates but al so corrupts governnent
officials and indirectly threatens the legitimcy of the
state. The econony, too, is severely damaged by the
operations of organized crine networks.

Si nce organi zed crinme enconpasses a | arge array of
illicit operations such as gold and di anond snuggl i ng,
vehicle theft, commercial crinme, arns snuggling, noney
| aundering and drug trade to nane a few, it has becone a
scourge of international magnitude (Institute of Security

Studies, 1994). Therefore it needs to be understood and



dealt with accordingly, particularly on an internati onal
scale. In other words, at |east a definitional consensus
has to be reached so that an operational strategy can be
devel oped to counter it. Various characteristics of
organi zed crine syndi cates have been noted in different
definitions such as:

Organi zed crine is a non-ideological enterprise
i nvol ving a nunber of persons in close social interaction,
organi zed on a hierarchical basis, wth at |east three
| evel s/ranks, for the purpose of securing profit and power
by engaging in illegal and | egal activities (Abadinsky,
1987. p.6),

Organi zed crinme is a continuing crimnal enterprise
that rationally works to profit fromillicit activities
that are in great public demand. Its continui ng exi stence
i s mai ntained through the use of force, threats, and/or the
corruption of public officials (Al banese, 1989. p.5),

..Having well established contacts with national and
international crimnal organizations, cartels or mafia
groupi ngs (Shaw, 1998.p.1),

Qur working definition of organized crinme includes the
followi ng characteristics: a self perpetuating, organized

hi erarchy that exists to profit fromproviding illicit



goods and services, uses violence in carrying out its
crimnal activities, and corrupts public officials to

i mmuni ze itself fromlaw enforcenent (Kenney & Fi nckenauer,
1995. p. 285),

The termorgani zed crinme refers to crine that invol ves
the co-operation of several different persons or groups for
its successful execution. Oganized crinme is usually
prof essional crinme (Lindesmth, 1941. p.119),

Organi zed crine has been defined as a self-
perpetuating crimnal conspiracy for power and profit,
utilizing fear and corruption and seeking to obtain
immunity fromthe law. Wiile the organi zed crine syndicate
is certainly the |largest and best known organi zed cri m nal
element, it is by no neans the only one. There are | ocal
organi zati ons throughout the nation that would certainly
fall within the definition of organized crine. These
groups, nunerous and varied, may be based upon the ethnic
or racial ties or be sinply the result of a particular
crim nal endeavor (M ssouri Task Force on Organized Crine
Report, 1974. p.7-8).

Many attenpted definitions of organized crinme may not
adequately reflect every aspect of organized crinme, with

each definition there seens to be sonething |lacking to



aptly refer to all known types of organized crine.

Mor eover, the definitions, which were devel oped regardi ng
organi zed crime, do not seemto be particularly applicable
to transnational organized crine, although some individua
characteristics may relate. The characteristics put forth
by Maltz can be accepted to reflect the common points in
the organi zed crine definitions, which are: corruption,

vi ol ence, sophistication, continuity, structure,

di scipline, ideology (or lack thereof), nultiple
enterprises, and involvenent in legitimate and illegitimte
enterprises (1994). For instance, the stress on corruption
and violence to control markets in classical organized
crime definitions does not seemcentral to transnational
organi zed crinme. The usual incentives for violence in
organi zed crime (discipline of subordinates, succession to
| eadershi p, transactional integrity, territorial
protection) are attenuated when organi zati ons are not
highly centralized and the notion of territoriality is
strai ned (National Acadeny of Sciences, 2000). Territories
refer to | ocal ness while transnational crime groups seek to
reach broader scopes. This does not necessarily mean that
transnational crine syndicates do not enploy violence or

apply to corruption whenever needed. But evidence and



research inply that these tactics are not adopted nerely
for the control of activities and markets as in the case of
donesti c organi zed cri ne.

On the other hand, a review of the literature
denonstrates a persistent focus on concepts of markets and
centralized organi zati ons. However, partly owing to the
gl obal i zation, both Iegal and illegal enterprises including
terrorist groups have devel oped an inclination towards
operating in networks. This is highly visible in operating
schenmes of Al banian, N gerian and Russian organi zed
crimnal groups. There are cells as the smallest units, and
whil e the nmenbers of a separate cell are tightly connected
to each other, the relationship between the cells in the
sane organi zation is | oose. The col | aborati on between these
smal |l networks is ensured upon the initiative of an al nost
i nvi si bl e core group.

It nmust also be noted that, the priority of
conceptions in defining organized crine nay differentiate
according to the nature of the activity exercised by crine
groups. Wile sone type of activities, as of drug
smuggling, mght require the enploynent of corruption as a
priority, financial crinmes, such as bank fraud and noney

| aunderi ng necessitates a high degree of sophistication.



The term of transnational crine was devel oped by the
United Nations Crinme and Crimnal Justice branch in 1974.
As described by Mieller, it was a crimnological term
consisting a list of five activities: (1) crime as business
organi zed crinme, white collar crime, and corruption; (2)
of fenses involving works of art and other cul tural
property; (3) crimnality associated wth drug abuse and
al coholismespecially illicit traffic; (4) violence of
transnati onal and conparative international significance;
and (5) crimnality associated with inmgration and flight
fromnatural disasters and hostilities (1998). In 1995, a
short conceptual definition was added by the United Nations
[UN]: of fenses whose interception, prevention and/or direct
effect or indirect effects involved nore than one country
(1995). In the United Nations Convention agai nst
Transnational Organized Crinme, the definition of an
organi zed crimnal group is established as foll ow ng:
Organi zed crimnal group shall nean a structured group of
three or nore persons existing for a period of tinme and
acting in concert with the aimof conmtting one or nore
serious crime or offenses, in order to obtain directly, or
indirectly, a financial or other material benefit (UN

2000) .



In this conplexity of issues and concepts, arriving at
a single definition proves to be very hard. However, a
t heoretical framework maybe derived, before devel oping a
variety of definitions; and a blend of the
characterizations of the UN definitions could be used as a
starting point. A structured group of three or nore
persons, in existence for a period of tine, aimng to
commt one or nore serious crime or offenses whose
interception, prevention and/or direct or indirect effects
i nvol ves nore than one country, notivated by direct or
indirect and financial or other material benefits. However,
taking into consideration that the nmulti-national character
inthis definition serves judicial purposes only,
addi tional paraneters are necessary. Transnational crim nal
organi zations will be considered as organi zed crine groups
when they are based in one state, they commt their crines
in one but usually several countries, whose market
definitions are favorable; and they conduct illicit
activities affording low risk of apprehension (WIIians,
1994. p.96). In addition, an analysis towards the organi zed
crime group under focus, and the social, econom c and
political context it operates within nmust be made. The

assessnment of the organi zed crime group must include:
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(1) H erarchy and structure of the group; conmand
entities, decision and dispute sol ution nechani sns,
i nternal codes and regul ati ons.

(2) The level of availability of capital resources
derived fromthe activities of the group, and reinvestnent
capabilities in legal and illegal businesses; the nethods
of capital amassing, the nunber and the type of illegal
activities involved, the accessibility of specialized
expertise in particular illicit activities, the |evel of
i nvol venent in a specific activity, and the capacity to
make donestic and international investnents in |egal and
i1l egal business.

(3) Scope of intimdation and use of force; the
availability of people specialized in the use of violence,
the accessibility of conventional and unconventi onal
weaponry for intimdation and protection reasons, the size
and territorial extension of the groups in ternms of
capability to use of force in a transnational context.

(4) And finally the ability to influence |aw
enforcenment and judicial systens; infiltrating and
mani pul ati on capacity through direct representation in the
political system formation of secret |obbies, and the use

of intimdation, corruption and viol ence.
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The eval uation of the social, political and econom c
structure that the crinme groups operate in, should refer
t o:

(1) Social dynamcs facilitating the continual
operation of organized crinme groups and the inpact of
organi zed crine in the society in turn; general economc
and social trends, the |level of perception of the threat
caused by organi zed crine, existence of civil society
groups which could organi ze the reaction of the people, if
there is.

(2) The legal framework of a given country; the degree
of awareness and preparedness of state agencies to the
organi zed crime activities, existence and effectiveness of
special investigative rules, regulations and tools to fight
agai nst the crine.

Resear ch purpose and questions

Assumi ng transnational organized crime to be in the
context of non-traditional security threats and to try to
find ways out of the potentially explosive action, the
primary objective of this study is to assess the threat of
transnational organi zed crinme against the rule of law in
denocracies in particular and the world order in general.

At the end of the study, it is hoped that reliable anal yses

12



of transnational organized crine activities could be used
in formulation of policies and guidelines on effective
strategies to prevent and conbat this threat.

Two main questions to be answered in this context are
first, what is the correlation between the donestic and
international political-econom cal environnent and
organi zed crimnal activity, especially in today s gl obal
worl d? In reverse, what are the consequences of crimna
activity on local political econom es and gl obal order?
Second, what should be the pre-conditions for a broad
response to curb this activity?

Limtations

There is considerable difficulty in framng of the
research on transnational organi zed crinme, as could be
understood fromthe conplexities of definitions. For this
reason, it is inmportant to nmake it clear what is and is not
included in this study. To begin with, even though it is
not possible to exclude conpletely, terrorismwll not be
enphasi zed. Terrorismand organi zed crinme have intersection
points, especially in terns of drug, weapons and nucl ear
materials trafficking. However, for the purpose of this
study, terrorismw || be recognized as another special area

to be studied by related scholars since it has a highly
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controversial character and its recipients differ from
ot her types of transnational crines. Interregional
conflicts versus transnational organized crinme relationship
w Il be touched upon in the second section, but it wll be
l[imted to the research related to the new trends in the
character of organized crinme. There will be a discussion on
the Russian Organi zed Crinme-rel ated nucl ear materials
trafficking matter and associ ated national security
threats, but the sane limtations apply.

A second limtation that should be noted is rather
t han concentrating on statistical information and trends
for each specific crine, the inpact of transnational
organi zed crinme as a whole on the political econom es of
the countries and on the world order will be the main area
of focus. Nunbers will be provided whenever it is deened
necessary.

Met hodol ogy

As in the case of definitions, the i medi ate
characteristic of methodology in the field of organized
crime research is its problematic nature. For npst
organi zed crine activities, there are sinply no systematic
estimates of size. Concrete and reliable data is virtually

non-exi stent. This largely stenms fromthe nature of the

14



phenonmenon. First, alnost all aspects of the organized
crime activity are illegal. This nmeans that few records of
transactions are nai ntai ned between parties, and those that
do exist are kept strictly secret for fearing that such
docunentation could lead to crimnal proceedi ngs and
prosecution. Second, organized crine activities tend to be
covert in nature. In the case of drugs for instance, in
order to avoid detection by | aw enforcenent agencies, drugs
are often produced in secret well-guarded | ocations, and
when they are transported, drugs tend to be ingeniously
conceal ed to avoid detection. As a result of this, drug
production & trafficking is very difficult to trace. If it
is taken into consideration that drug related crine is

al nost the only organized crinme field that we have rough
estimates on production, trafficking and consunption
trends, understanding the problemof data conpil ation would
be easier. Because, sinply put, neasuring other markets
that have little in comon, (i.e., trafficking of human

bei ngs, weapons or nuclear materials) it is al nost

i npossible. Simlarly fundanental elenents of organized
crime, such as corruption and viol ence are not subject to

estimation, to say the | east.
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The secrecy of participants, the confidentiality of
materials collected by investigative agencies, and filters
or screens on the perceptive apparatus of informants and
i nvestigators pose serious nethodol ogi cal problens for the
social scientist (Kelly, 1998. p.172). The secretive nature
of crimnal networks  activity halts the use of nmany useful
instrunments for gathering data; in this context, nost of
the information avail able to | aw enforcenent agenci es and
social scientists are obtained fromthe participants
t hensel ves.

Nonet hel ess, there are several sources of data on
organi zed crinme and rel ated phenonenon:

First, there are inter-governnental organizations such
as Interpol, Europol, the Wrld Health Organi zation, UN
Drug Control Program and the Wbrld Custons Organi zation, as
wel | as non-governnmental organizations and i ndependent
institutes such as Paris based Observatoire Geopolitique
des Drogues, Washi ngton based Transnational Threats
Research Center and Transparency International and nunerous
foreign policy institutes engaged in transnational
organi zed crime rel ated research. These provi de sone

statistics.
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Second, in countries that are affected by organi zed
crime there are usually certain state agenci es responsi bl e
for data collection and research. In the United States
there is Drug Enforcenent Agency (DEA) and Federal Bureau
of Investigation (FBI), for instance. In this study the
publications of various state agencies are going to be
utilized. In spite of the fact that they present problens
of agency bias, figures of organized crinme prepared by
government al agencies focus on the crimnal act and
crimnal actor and tend to ignore the conplicity of the
upper world in sustaining crimnal activity, which results
in a bias pervading nost of the research on organi zed crine
(Kelly, 1998.p.173). Agency-generated records are one of
t he best resources of data on transnational crine research.

Third, there are sone investigative records,
et hnogr aphi ¢ studi es and surveys, and informants.
| nvestigative records fromfighting agencies may be
obt ai ned t hrough personal skills and connections, but these
met hods have their own limtations. This nmethod is not
enployed in this study. Ethnographic studies and surveys
are good resources, and with regard to Russian O gani zed
Crime they will be utilized through the scarcely avail abl e

l[iterature given on the issue. Informants coul d be
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recruited through an agency, or by personal contacts.
However, besides the serious question of how representative
they are of the population they allegedly belong, this
met hod i s beyond the reach of the researcher of this study.
In this context, nuch of the research is library-
based, along with dependabl e resources fromthe Wrld Wde
Web. Qoviously, this started with a literature review
i ncl udi ng academ ¢ sources from crim nol ogi cal books,
journals and reports, which outlined the state of know edge
and argunent in this field. In addition to the
transnati onal organi zed crinme patterns, the literature
about gl obalization and post-conmuni st period soci o-
econom ¢ devel opnents with relate to Russian O gani zed
Crime was browsed to provide a picture of how the problem

has ari sen
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CHAPTER 1 |

CURRENT TRENDS | N TRANSNATI ONAL ORGANI ZED CRI ME

In just one decade, organized crinme has gone from
bei ng considered a problemlimted to certain countries or
regions, the result of specific historical circunstances
and scarcely affecting the political decision naking, to
beconme one of the basic factors when defining threats to
the national security in general and denocratic governance
in particular (Godson & A son, 1995). Organized crine is no
| onger assessed as a problemof crimnality in a given
soci ety, but a phenonenon operating on worl dw de scal e,
harm ng the functioning of societies and politics. Al though
i npacts of it diverge, depending on various conditions, it
is a grow ng problem

Bef ore maki ng an anal ysis on organi zed crine and
recent trends in its character, a question nust be answered
for clarification purposes. Wat are the differences
bet ween groups of people who systematically conmt crines
and what is considered to be organi zed crinme?

Al though a functional relationship is observed between

19



crim nal gangs and organized crine, there are two basic

di fferences between these concepts. As a proof for the

exi stence of organized crinme, there nust be sone particul ar
soci al consequences, associated with the conm tnment of

of fenses included by organi zed crine. These social inpacts
m ght include fear, anxiety and resentnent stenmm ng from

t he observance of the use of violence, the financial |osses
or the di sappearance of security feeling anong the
citizens.

A second characteristic of organized crinme draws a
sharper line between it and ordinary crimnal activity: its
ability to protect itself against the state that is
theoretically the ultimate ruler in a given society. Such
protection is achieved in two ways: intimdations through
the actual use of violence or the threat of using it; and,
corruption which blocks action by state institutions or
civil society entities. Wthin this framework, the range of
activities that the organi zed crinme groups nay carry out is
conprehensive, the limts of which are determ ned by the
internal and external dynam cs. The viol ent nethods
enpl oyed by organi zed crine groups may reach to an extent
of terrorism at certain tinmes, as exanpled by the drug

cartels in Col onbia. However, these violent acts nmust not
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be confused with the activities referred to by the term
Narco-terrorism which could be described as the engagenent
of insurgent groups in drug trafficking to fund their
political activities.

It does not prove to be an exclusive one, but a w de-
rangi ng i nventory of organized crimnal activity m ght be
presented as foll ows:

(1) Supply of illegal goods and services: The
production and snuggling of drugs, trafficking of weapons,
nucl ear materials, children, organs, illegal inmmgrants;
ganbling, usury, forgery, hired killings and prostitution;
the sale of stolen property, especially |luxury cars,
animal s and works of art;

(2) Helping out legitinmte conpanies and busi nessnen
inillegal matters such as breaking environnmental or |abor
 aws or fraud;

(3) The use of legal networks for illicit activities
such as managenent of transport conpanies for drug
trafficking or construction investnent, and establishnment &
infiltration of financial institutions for the purpose of
nmoney | aunderi ng;

(4) Systemmtic predatory action such as piracy,

extortion and ki dnappi ng.
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According to the United Nations Interregional Crine
and Justice Research Institute, anong the |arge groups
typically considered to be belonging to the category of
organi zed crinme and to be involved in one or other of these
illicit activities nmentioned above are: Col onbian cartels
and Mexi can organi zed crinme groups; Nigerian and South
African groups; Chinese Triads and Japanese Yakuza; Thai
and Canbodi an organi zed crinme groups; Turkish mafia and
Al bani an organi zed crinme groups; nmajor Italian mafia-type
organi zati ons; and Russian organi zed crine groups (1999).

Post-col d war period and changing focus in
international relations

The evolution of international relations gave a new
role to the organi zed crine phenonmenon as a grow ng threat
to denocratic reginmes. Although there is no unanimty on
the extent of organized crinme as a threat, its inportance
is reduced to a potential risk by sone authors (Turner,
1991). Recent research has given weight to the chall enges
it poses for national security.

On the one hand, the collapse of the Iron Curtain and
the deep financial and political crisis in post-communi st
countries have led to the questioning of the ideas

governi ng the concept of national security. In this
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context, the organizations, which played major roles during
the Cold War, found thensel ves deprived of the theoretical
justification supplied by the existence of opposing
super powers and nucl ear threat. For instance, until the
col l apse of communismin 1989, the United States had a
defining national strategy based upon the clear and present
danger of an expansionist Soviet Enpire (Winrod, 1996).
Under the changi ng circunstances, where the suprene threat
is no longer alive, these agencies required a new ki nd of
justification for their high expenditures and central
roles. They were forced to redefine thenselves and their
m ssions. Thus, especially in the US, the Soviet Union went
from®“Evil Enpire” to disintegration and a safe haven for
organi zed crinme. Communismfell behind as far as a security
concern and organi zed crine groups, which gained control of
| arge anounts of resources, especially nuclear materials
fromthe republics which energed fromthe break up of
totalitarianism These groups becane a clear nenace, as
were its counterparts in other parts of the world.
Cenerally speaking, this shift in focus is part of a
redefinition of the concept of national security which is
nore akin now to the one existing in the period between the

two world wars than to the prevailing one during the Cold
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War. The new shift is based on the confrontation between
ant agoni sti c bl ocks, geopolitical calculations and the
realistic dinmension of international relations (Baldw n,
1996). Wth the end of the bi-polar system different
definitions were nade regarding the actors on the world
stage. Four groups (market denocracies, transition states,
rogue states and failing states) unani nously becane the
main actors of international relations in today s world. A
fifth group is being accepted as non-state actors
increasingly in the international relations literature.
Wil e gl obal conpanies in this group of non-state actors
are supporting the nmarket denobcracies; international
crimnal syndicates prey on the markets while terrori st
organi zati ons seek to bring the markets down and these two
groups together m ght be called as transnational outl aws
(Bi nnendi j k, 1999)
The growt h of globalization and its inpacts

Apart fromthe argunents devel oped within the | aw
enforcenment and intelligence communities, it has becone
evi dent that gl obalization has hel ped organized crine in
increasing its harnful consequences on national security in
general, as well as on the normal functioning of denocratic

institutions and processes in particular.
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Several factors facilitated this energing situation
and produced a new nodel of organized crine predom nantly
transnational in its character. This type of organi zed
crime has three basic differences with respect to previous
mani f estations of the phenonenon: it tends to operate at
regi onal or global level, nobilizing extensive cross-border
connections and, above all, has the ability to chall enge
both national and international authorities (Godson &

A son, 1993).

These factors, which facilitated the economc
gl obal i zation, are al so abused by the crim nal
organi zations in enlargenent process of their activities,
in away to performat a broader scale, rather than being
restricted in certain countries or regions. As reported by
the United Nations Drug Control Program transnational
crimnal organi zations have many simlarities to
transnati onal corporations (1994) and both of them are
eager to adapt thenselves into changing conditions to enjoy
the opportunities offered by the external environnment. The
i ncreasi ng econom ¢ interdependence of the world requires
both licit and illicit businesses to think internationally
(Shell ey, 1995b). Just as legitimte international

corporations establish branches around the world to further
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their profits, so do illicit multinational businesses. In
this framework, it can easily be clained that the gromh in
illicit activities is parallel to the increasingly

i nternational scope of l|legitimte business and the way it

i s conduct ed.

This rapid gl obalization of business is mainly based
on new technol ogies along with the political commtnent to
free market principles. First of all, the possibilities
provi ded by innovative technol ogies were applied to
transportation and led to an increase in the flow of
illicit as well as licit goods.

Bet ween 1960 and 1974, the passenger vol une on

international flights increased six fold. By 1992, it

had i ncreased nore than four tinmes from 1974 | evel s.

This rise has contributed to an increasingly nobile

wor | d popul ation, a nobility equally enjoyed by

carriers of illicit coomodities, and illegally
obt ai ned currencies. Concomtantly, between 1970 and

1990, global trade increased ten tinmes. Included in

the increased flow of comodities are illicit

comodities, as cargo is | oaded and unl oaded at

numer ous points around the gl obe to avoid detection

(WIllianms, 1994, p.102).
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This situation has been acute in the field of drug
trafficking, which has proved to be the nost |ucrative
illicit business during the | ast few decades, since
produci ng and consum ng nations have been geographically
di stant from each other, or at |east not sharing borders in
many cases. Although it can be clainmed that cultivation or
production of certain drug types are not limted to certain
| ocations, (as in the case of cannabis and synthetic
drugs); for traditional hard drugs, |ike cocai ne and
heroin, this is still the case. CGrimnals are eager to use
any possible neans of transportation to conduct their
illicit activities. The following is a very good exanple in
understanding the | evel of this enthusiasm

.the huge netal cylinders were not storage tanks at

all - they were sections of a submarine. Once

conpleted, it could have ferried sonme 150 tons of

cocaine to the United States and el sewhere wi th al nost
no risk of being detected. Col onbian and Anerican | aw
enforcenment officials swarnmed in on helicopters to
investigate and also to marvel at the sheer audacity
of the schenme: to build a submarine 8,000 feet high in

t he Andes Mountains and then, presumably, truck it at

| east 210 mles to the ocean, section by section.
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Anmong papers police found was a list of handwitten
words in Russian and their Spanish equivalents. The
Russi an angle was not entirely a surprise to the

i nvestigators. Russian nobsters are increasing their

operations in Col onbia, especially in drug - and

gunrunni ng. Several years ago, Col onbian drug |ords
even tried to obtain a Russian mlitary submarine from
corrupt Russian officials, using a go-between in the

United States (Col onbian, 2000, p.7).

The growth in world trade has been aggravated by a
remar kabl e technol ogi cal progress in communi cati ons and
revolution in financial networks. Satellite technol ogy, the
i nnovation of fiber-optic cable, conplex conputers and
advances in Internet has resulted in a worldw de
communi cati on explosion, which is hardly controllable. This
t echnol ogi cal progress in comunications is not only
enployed in a direct manner by crimnal organizations in
their operations, but also is abused for the noney
| aunderi ng purposes. Huge anmounts of noney, derived from
illicit activities in circulation within the systemare
transferred at high speed concealing its illegitimte
origin and ownershi p. The general |ack of supervision of

international financial activities, along with the
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conpl exity of such operations nmakes it extrenely difficult
to enforce regul ations. Actually, these activities are
carried out on a large scale in many countries which are
chosen according to factors such as banki ng secrecy and
facilities to operate with, tax havens, corruption |evels,
police training, the power of financial institutions and
the currency exchange controls (Maingot, 1995).

Organi zed crine groups are than | aw enforcenent
agencies in adopting the | atest technology in their
oper ati ons.

The cartels are ahead of us a lot of the tine

in

having state-of-the-art technology because they can

just go out and spend what it takes as soon as it

is

avail able. W have to get contracts, take bids, and

get approval. The drug traffickers can also intercept

tel ephone calls, set up electronic surveillance insi

of trucks and encrypt their cellular phone calls

de

SO

that they cannot be decoded by |aw enforcenent

authorities (Macko, 1997, p.1).
Technol ogi cal progress and the information
revol ution al so have effects on the structure of

crimnal syndicates allowng themto operate in

networks. This leads to nore flexibility allow ng them
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to maxi m ze profits and evade the governnent forces.

It al so serves to decrease the paperwork and elimnate

incrimnating evidence.

The last thing to be stressed as facilitating the
transnational crine activities under the framework of
globalismis the energence of |arge, cosnopolitan gl oba
cities besides the already existent ones. The cities are
connected to one another by tel ecommunications and
transportation links and serve as safe havens for crimnal
organi zations. The alienating conditions and social and
econom ¢ problenms within the many nega-cities force the
i nhabitants to formcrimnal social organizations such as
street gangs in order to survive. dobal netropolises
beconme the incubators for these gangs to develop into
powerful transnational crimnal organizations. Cties not
only aid transnational crinme devel opnent but also sustain
t hem by becom ng congeni al environnents providing
anonymty, encouraging survival skills, pronoting bonding
mechani snms, thereby facilitating the success of crimnal
organi zations and increasing the opportunities for the
establ i shment of connections anong crim nal groups

(W1lianms, 1997b).
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Est abl i shnent of di aspora networks

Fi nanci al burdens push people to search for new
alternatives; interregional conflicts make life virtually
i npossible to live for civilians in their honel ands; and
the progress made in transportation have led to an
inportant increase in immgration flows and the gradual
creation of Diaspora(dispersion of any originally
honmogeneous peopl e) networ ks throughout the globe. In spite
of the fact that nost of the immgrants are respectful to
the laws of the host countries, crimnal organizations have
t aken advant age of these ethnic people so as to devel op
their own transnational networks within which they are in
per manent contact through advanced conmmuni cati ons systens.
Asian and Latin Anmerican people in the United States,
Turki sh groups living in European countries, and Al bani an
nationals immgrated to the USA and the Western European
countries mainly for political and humanitarian reasons are
good exanples of this problem The precarious |iving
conditions of many imm grants, the identity crisis they
face and discrimnative attitudes in the host countries

make these people easy targets for crimnal groups who
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share the sane national identity with them and who prom se
for a better and secure life.

By 1994, Greek authorities estimted that between 600

and 1500 Al bani ans crossed the border illegally, each

day. Many of the Al banians, young nmales in their
twenties and thirties, usually unskilled | aborers,
often found little or no enploynent in Geece. This
resulted in many of themroam ng the streets, engaged
in crimnal activity, like their Al banian counterparts
who fled to Greece, nmany of the refugees were young,
unenpl oyed mal es, put out of work when hundreds of
state-run factories were closed down. Bitter,
resentful, and willing to do anything for wages, these
men were ideal candi dates for organized crine groups

(Xhodo, 1996, p.b5).

Attenpts to control or curb the activities of Di aspora
networ ks seens futile due to the fact that infiltration
into these groups is alnost inpossible. Police intervention
anong these groups is hindered by | anguage and cul tural
barriers, which are strengthened by kinship ties leading to
group solidarity and suspicion of national authorities
(Savona, 1996). Another problemw th the Di aspora networks

of the mafia groups originating fromthe transition or
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failing states is, unless the chaos and the anarchy is
termnated in their honel ands, the human resources for this
foreign-land extensions will never expire. These networks
Wil go on attracting nore and people who are extrenely
di sappointed wth the econom c and social problens they
suffer and who lose their faith in the systens of their
countries.
I nterregional conflicts

Under nornmal conditions organized crime prefers
stability, however it tends to prosper when there is
political and econom c unrest. In this context,
interregional political conflicts have provi ded organi zed
crime groups a fertile area to operate and maxim zing their
profits. Wth the end of the cold war and the ironic
wor |l dwi de stability it presented by creating a bi-polar
wor | d; hundreds of ethnic and small-scal e i deol ogi cal
conflicts have booned in many regions around the gl obe
contributing to transnational organized crinme. Equi pped
wi th high communi cation and transportation skills conbi ned
with a strong desire for higher profits, crimnal groups
have infiltrated the unstable areas where there is an
obvi ous | oosening of controls. Some events in recent years

have been particularly relevant for transnational crim nal
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groups, such as the Yugoslavian civil war (Xhodo, 1996).
H gh tensions have turned into arned conflicts at tinmes in
t he Caucasi an Republics of Russia and Taji ki st an.
Fall of iron curtain and its inplications

The col | apse of the communi st bl oc has had deep
i npacts on the worldw de crine. Since 1989, Central and
Eastern European Countries, along with the ex-USSR nations
(bot h Commonweal th of Independent States (CI'S) nenbers and
non-Cl S nmenbers) have been undergoi ng a process of
fundanental political, social and econom c transfornmation.
These changes have been acconpani ed by maj or econoni c,
soci al and political problens including unenploynent and
declining living standards. The transition froma pl anned
centralized financial systemto free market econom es has
provi ded new i ncentives and opportunities for crine.
Uncertain econom c conditions, weak |aw enforcenent,
i nadequate | aws, unprotected borders, vul nerable financial
systens and a traditional underground crimnal activity
bol stered the rapid rise of organized crinme. The power
vacuum energed due to the termnation of strict interna
controls once used during the reign of totalitarian regi nes
and was quickly filled by organized crinme groups, which

were the nost prepared social establishnents in place. This
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has had extraordi nary and very harnful consequences for the
future devel opnent of these states as well as for the
consolidation of pluralistic reginmes. The triunph of
capitalismhas led to the troubl ed establishnment of free
mar ket nmechani snms wi t hout the acconpanyi ng control

measures; a weak or un-existing civil society, and a
peculiar political culture facilitated this. This change
has initially led to internal disorder; the dem se of
previous authority structures, reluctance on the part of
the popul ation to new official control, the revival of

et hni ¢ antagoni sns, and a collapse in the judiciary and
security agencies, often entailing their subordination to
or cooperation with organized crinme (Douglass, 1995). As
stated above, the vacuum of power and a previous history of
organi zed crinme, which supplied the human resources and the
requi red social networks, together with the progressive
fall in the living standards have provi ded excell ent
conditions for recreating, establishing and expanding | arge
crimnal groups. O all these activities, the greatest
threat to regional and global security is perhaps
trafficking in radioactive materials, which mght fall into
the hands of terrorist organi zations or uncontroll able

states. However, evidence of such traffic is still scarce
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and in some cases has been manipul ated by the intelligence
services and the nedia (Raine & G |lufo, 1994).

Russian Organized Crinme is specifically examned in
this research because it is the ultimte nodel of Post-
communi st organi zed crine due to its explosive character
both in donmestic and transnational |evels, the concrete
threat it poses against the rule of lawin a given country,
and the challenge to national security and | aw enforcenent
of denocratic nations. It is believed that, diverse
i nplications of nodern transnational crine will be detailed
nore effectively in this way.

On the whole, all the factors reviewed hel ped to
expand of transnational organized crinme. As a result,
organi zed crime constitutes a grow ng threat to nationa
security and international instability can disrupt social
institutions and econom c devel opnent, has the ability to
under m ne denocratic processes, and victimzes entire
popul ations. Thus, a traditional problemof public order or
internal security has beconme a chall enge which could not
only endanger the viability of societies, the independence
of governments, the integrity of financial institutions or
the functioning of denocracies, but also the peaceful

rel ati ons between st ates.
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CHAPTER | I |

ASSESSI NG THE | MPACT OF TRANSNATI ONAL ORGANI ZED CRI ME ON
DEMOCRATI C SOCI ETI ES:
THE RUSSI AN CASE STUDY
I ntroduction to Russian organi zed crine
It s wonderful that the Iron Curtain is gone, but it
was a shield for the West. Now, we have opened the
gates, and this is very dangerous for the world.
Anerica is getting Russian crimnals: Europe is
getting Russian crimnals. They |l steal everything.
They || occupy Europe. Nobody will have the resources
to stop them You people in the West don' t know our
mafia yet; you wll, you will (Sterling, 1994. p. 22).
Transnati onal organized crinme groups have received
i ncreasing attention fromlaw enforcenent agencies,
intelligence coomunities, and researchers around the world
beginning in the 1990s due to several reasons explained in
previ ous chapter. However, there have been many differences
in ternms of the interpretation and assessnment of the

character of Russian organized crine.
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Sonme sources called it as The New Ivan the Terrible
(Vassal o, 1996. p.24), others conpared its explosion to a
crimnal revolution (Mxinmenkov & Nam esni owski, 1994).
Statenents of Russia s top politicians and the views of

U S officials fueled the already on rise worldw de concern
such as Boris Yeltsin s announcenents:

Organized Crine is destroying the econony,
interfering in politics, underm ning public norals,

t hreatening individual citizens and the entire Russian
nation..our country is already considered a great nmafia
power (Ryan & Rush, 1997. p.174).

We have becone a mafia state on a world scale
(Ryan & Rush, 1997. p.174).

CGor bachev's fornmer senior advisor Yuri Mltsev
st at ed:

Russi a has becone the crimnal capital of the
world. In Russia today, the organized mafia and the
governnment are the one and the sanme thing. They are
two hands of the sanme ruling elite (Gigg, 1996. p.4).

Senator John Kerry was quoted to say:
Russian Organized Crine is the new comruni sm the

new nmonolithic threat (Gigg, 1996. p.4).
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FBI director, Louis Freeh made publi c:
Russian Organized Crinme is the greatest |long-term
threat to the security of the United States -(Center

for Strategic and International Studies [CSIS], 1997.

p.17)

So what is Russian organized crinme? Inline with the
ainms of this study, brief information on its size, scope
and evolution are provided below. Then, in the follow ng
section, its donestic and transnational effects and inpacts
on the functioning of denocracy in Russia and in other
countries will be detail ed.

Structure, size and scope

The official definition of Russian organized crinme
(ROC) offered by Russian | aw enforcenent authorities is: an
organi zed comunity of crimnals ranging in size from50 to
1000 persons, which is engaged in systenmatic crim nal
busi ness and protects itself fromthe law with the help of
corruption (CSI'S, 1997. p.24).

Al t hough there is no set structure for a ROC group,
the following classification, is probably the nost
conprehensi ve one for the |arger groups:

-Leader, with excellent contacts in industry, national

and | ocal governnents, etc.
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-Deputies of various sections-strategist, economc
advi ser, banking, consultant, industry specialists, heads
of racketeering, drug snuggling, security, counter-
intelligence etc.

- Team | eader s-account ants, bankers, car traders,
extortionists etc.

- Sol di ers-snuggl ers, bodyguards, pinps, hitnen, etc.

I n addition, nost major gangs share the follow ng
characteristics:

-A hierarchy enforced by strict disciplinary sanctions

-Restricted nenbership, sonetinmes based on famly or
ethnic ties

- Ti ght secrecy and conpartnentalization

-The uninhibited use of intimdation and viol ence
(Dunn, 1997).

Contrary to the common illustration of the Russian
Mafia as a nonolithic organi zati on, ROC groups cannot be
assessed as centralized entities. Furthernore, the Russian
Mafia is not exclusively Russian, it is highly diverse and
fractured, with ethnic divisions and divisions based on
control of territory and sector.

According to the Russian Mnistry of Internal Affairs,

there are several thousand crimnal groups on Russian
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territory, and these are organized in 150 | arge

organi zati ons. 275 groups have inter-regional connections
and 170 have international ties (Wssell, 1995b. p.30). As
many as 120, 000 people are believed to be active nenbers of
t hese gangs, though other resources estimate that nore than
three mllion people may be invol ved.

Operations of these groups conprise al nost all aspects
of organi zed crinme, which distinguish ROC fromthe other
maj or crimnal organizations of the world. The |ist goes
fromcounterfeiting, drug and arns snuggling, extortion,
ki dnappi ng, prostitution, smuggling and exporting of raw
materials, control of many hotels, casinos and restaurants,
smuggl i ng aut onobi | es, piracy, production and sal e of
cont raband tobacco and al cohol to snuggling of illegal
immgrants to contract killings and hi ghly sophisticated
financial crines.

ROC is believed to be operating in anywhere from44 to
58 countries (CSIS, 1997), either in cooperation with other
foreign partners, or independently. Wile transitional
denocraci es of Central and Eastern Europe proved to be the
initial operation fields, all European countries have been
i nfl uenced by ROC. ROC groups expanded their activities

overseas; |lsrael, Canada and the United States have been
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the principal targets in this new conquest. ROC groups
outside the country al so conprise a collection of gangs and
smal | er groupi ngs, sone based around ethnic identities,
others on territories, and loosely linked to one of the
maj or groupings in Russia. This mght mean ROC is open to
conflict and disorgani zation, but it also nmeans flexibility
and survivability. Russian groups operating beyond Russi an
borders tend to specialize in one or nore of key
activities: drugs trafficking, noney |aundering, capital
flight, fraud and drug snuggling (Galeotti, 1997).
Evol uti on

Anot her preval ent but m staken perception about ROC is
that it first appeared as a result of perestroika and
gl asnost. Russia has a long history of having a crim nal
underwor |l d. Societies of smugglers, thieves and hi ghwaynen
exi sted on the margins of national life for centuries
(Handel man, 1994). In Tsarist era, crimnal gangs once were
seen as synbols of struggle against the repressive state
and its collaborators. In the pre-comuni st Bol shevik
novenents, the revolutionary fathers encouraged the
banditism which was seen as a way to collect the required
funds. However, after the establishnment of Conmuni st order,

all fornms of banditism and gangsterismwere forbidden
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resulting in the formation of one of the nost cl andestine
crim nal organi zations ever. During the comruni st years, a
variety of crimnal groups appeared that have been given
t he nane of vory v zakone, which could be translated as
t hi eves-in-law. The vory are the nost sophisticated
professional crimnals, and their chiefs are the cl osest
things to the Godfather figures. These groups varied in
size, had a | eader, and had rul es of behavior for their
menbers. Mentioned rules forman unofficial behavior code
between these crimnals, which is commonly referred as
“thieves  code”.
A thief is bound by the “thieves code” to:
(1) Forsake his relatives--nother, father, brothers, and
sisters.
(2) Not have a famly of his own -- no wife, no
children; this does not however, preclude himfrom having
a |l over.
(3) Never, under any circunstances work, no nmatter how
much difficulty this brings-, live only on neans gl eaned
fromthievery.
(4) Help other thieves -- both by noral and materi al
support, utilizing the conmune of thieves.

(5) Keep secret information about the whereabouts of
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acconplices (i.e. dens, districts, hideouts, safe
apartnments, etc.).

(6) In unavoidable situations (if a thief is under
investigation) to take the blanme for soneone else's
crime; this buys the other person tine of freedom

(7) Demand a convocation of inquiry for the purpose of
resolving disputes in the event of a conflict between
onesel f and other thieves, or between thieves.

(8) If necessary, participate in such inquiries.

(9) Carry out the punishnent of the offending thief as
deci ded by the convocati on.

(10) Not resist carrying out the decision of punishing
the offending thief who is found guilty, wth puni shnent
determ ned by the convocati on.

(11) Have good command of the thieves' jargon.

(12) Not ganble without being able to cover | osses.

(13) Teach the trade to young begi nners.

(14) Have, if possible, informants fromthe rank and file
of thieves.

(15) Not | ose your reasoning ability when using al cohol.

(16) Have nothing to do with the authorities



(particularly with the I TU [Correctional Labor

Aut hority], not participate in public activities, nor
join any conmunity organizations.

(17) Not take weapons fromthe hands of authorities; not
serve in the mlitary.

(18) Make good on prom ses given to other thieves
(Lungren, 1996. p.4).

Roots of vory are generally traced to Soviet prison
system where they have spent nost of their |ife and
est abl i shed networks anong thensel ves. There are an
estimated 600 vory in the Soviet Union, with approxi mately
200 of themin Russia (WIlIlianms, 1997a. p.197). These
groups stole for financial profit but had no political
protection. It remained until the full devel opment of the
communi st state, through the devel opnent of the political
and econom ¢ system of the 1960s Soviet society, for
syndicated crine to energe as a pattern that took hold and
continues today (Ryan & Rush, 1997).

During 1960s, particularly under the rule of Brezhnev,
Soviet State reduced the production and supply of goods and
services and diverted the investnent into the science and
mlitary establishnment to strengthen its position. However,

since in the comuni st systemthere is no provider of goods
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and services but the state, the basic necessities for life
| eft unnet and many goods and services becane |legally
unavail able. In the 1960s, the Soviet citizens at al
| evel s began to create their own manner of obtaining the
goods and services that often constituted the basic
necessities of life that nade living easier and nore
pl easant (Ryan & Rush, 1997). In this picture, vory v
zakone gai ned i nportance in socio-economc life, as the
nost structured and experienced civil society group to neet
t he peopl e s denmands. However since the state owned al
goods and services and was the sol e enployer of the whole
nation, these thugs needed to build connections within the
political elite, for basically stealing fromthe state.
What was inportant during this period was the formation of
direct alliances between organized crimnal groups and the
political elite. The crimnals becanme suppliers of
commodities and the political elite offered the sponsorship
(Sweet, 2000. p.16). The entire Soviet econony has been
not hi ng el se but an enornous bl ack market of goods,
services, official positions and privileges (Tinofeyev,
1990) .

This interaction between the crimnals and the

politicians went on intensely until the second half of the
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1980s, when M khail Gorbachev cane to power as the General
Secretary of the Soviet Union. By that tine the Soviet
peopl e had already got used to the corrupt practices, which
had been a part of their |ives. Gorbachev, convinced that
the trenmendous econonmi c problens his country faced could be
sol ved by increased productivity, attacked a historical
probl em al coholism which had been a severe and acute
problemin the Russian | abor force. However, his anti-

al cohol canpaign limted alcohol’s availability and led to
enornmous profits for organized crimnals and their

col l aborators in the governing mechani sm Gorbachev' s step
to stop his country s economni c breakdown was privatization
whi ch seened as a way to create financial resources needed.
The historical step of Gorbachev, an inportant part of his
ref orm package aimng to establish a free market denocracy
that led to the well-known devel opnents of 1989-1991, |ed
to the coll apse of conmuni sm and the USSR and presented
anot her opportunity for the expansion of organized crine.
The only people who had noney to buy the state-owned
enterprises were the organized crimnals (non-Russians were
al l oned to buy maxi num 49 percent of an establishnment in a
congl onerate wth Russian nationals) who had strong

connections within the government nechani smand so-call ed
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“nonmenkl atura”, the ex-conmunist party elite.
Privatization, definitely established as an econom c
programin 1992, becane the ultimte shakeout of a
bureaucratically corrupt system (Rosner, 1993. p.2). At
this point, it is crucial to renmenber that the system
changed its nane from comuni smto denocracy, but nost of
the people fromthe old reginme saved their places in the
governnment. Already fat fromtheir corrupt practices during
t he comuni st period, they were quick to start |ooting
Russia hand in hand with their partners in organized crine,
under the mask of privatization. The transition period,
beginning with the fall of the Soviet Union in August of
1991, carrying a great deal of political, economc and
social disability, has accelerated their continued
devel opment, which will be detailed in the follow ng
section.

| npact of organi zed crime on denocraci es:

Erosi on of the sovereignty of the states

Organi zed crinme does not function uniformy and it does

have a changi ng degree of inpact on state mechani snms throughout
the world; due to the diversified, conplex and nul tidi nensi onal
character it bears, as well as the differences between the

socio-political systens it operates in. However, there is a
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common political inpact of organized crinme, which is acute in
the case of ROC, that is related to sovereignty which is an age-
ol d concept domnating the real mof relations between the
states. The frontiers separating the states do not only divide

up territory, but also different | egal systens and political

econom es. Transnational organized crimnal groups, literally,
operate in a transnational manner with their illegal nature and
do not have any respect for borders as far as their illegal

busi nesses concerned. It is a fact that, econom c gl obalization,
ener gi ng supra-national structures and a common politica
tendency towards greater freedom and the free novenent of goods
and services has eroded it to a certain level, but state
nmonopoly over these activities is still an essential aspect of
sovereignty. Briefly, organized crinme manages to escape fromthe
principle of territorial control, which is inseparable fromthe
state and corrodes the idea of national sovereignty in a
consi der abl e manner.

Transnati onal operations of ROC constitute a very good
exanple to this. After Russia, the initial incursion into
foreign territories was ex-Sovi et and ex-Warsaw countries. In
regard to activities of ROC in these countries, Galeotti
mai ntai ns that the Russian mafia has actively col onized the

underwor |l d of other Post-Soviet states, encouraging |ocal
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crimnality, underm ning the sovereignty of these new nations
and jeopardizing efforts to create stable denocratic governnents
(1997, p.111). Carrying a sim/lar background and sane soci o-
econom ¢ problenms of the transformation and having inpotent |aw
enforcenment, these countries were easy targets. One-third of the
serious crines reported in Poland in 1992 were attributed to the
Russian mafia, while the sane year one thousand CI S
(Commonweal th of | ndependent States, a | oose version of Soviet
Union) citizens were arrested in Hungary (Handel man, 1995). In
Sofia, Bulgarian police reported that it was virtually
i npossi ble to open a business w thout paying protection noney to
Russi an gangsters (Handel man, 1995). Later, they marched into
Germany and other countries in Western Europe. Berlin soon
becanme a maj or source of revenue for ROC groups involved in
prostitution, drug smuggling, car theft, extortion, drug related
of fenses, currency counterfeiting and the trade in arns and
radi oactive materials. It is estimated that Russian crimnals
are responsible for one-third of all crimes in Germany (Dunn,
1997). They are in the prostitution business in all of Europe,
and Switzerland, Britain and Austria have been their bases for
nmoney | aunderi ng operations.

The M ddl e East could not escape fromthis nightmare,

either. The Greek part of Cyprus has been a popul ar spot for
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nmoney | aundering, by 1996 about 1.3 billion dollars was
estimated to arrive in Cyprus from Russia every nmonth (WIIians,
1997a. p.82). Taking advantage of the “Right of Return” |aw,

t housands of Russian Jews and made-up Jews through fal se
docunents entered into Israel after the coll apse of the
communi sm rem niscent of the early immgration wave of Russi an
Jews into the US. Aggravated with the fact that |srael |acks of
effective | aws agai nst organi zed crinme and noney | aundering, ROC
groups easily infiltrated into this country anong the ordinary
Russian Jews. Galeotti (1997) clains that since 1996 ROC groups
have been wagi ng a bl oody war agai nst |ocal gangs and they
appear to be winning. Turning Israel into a noney | aundering
saf e heaven was the nost significant activity, however. |Israel

Police officials estinmate that Russian nobsters have poured nore

than $4 billion dollars of dirty noney into |Israel s econony,
t hough some estimates range as high as $20 billion (Friedman,
2000. p.278).

Next cane the United States, a country with a |arge
Russian ém gré community. At the end of four main
immgration flows (late 1890s, early 1900s, late 1970s and
fromlate 1980s until today) approxi mately 300.000 Russi ans
chose the US as their new residence, not to nention

t housands of illegal ones (Finckenauer & Waring, 1998). O
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course, crimnals who establish the Arerican |leg of ROC
managed to leak into the | and of opportunities anong these
immgrants, especially with the third and fourth waves.
Unlike in Europe, their main concentration has been white-
collar crinme. O Neal (2000) stated that sophisticated RCC
fraud schenes in the USA include fuel scans, health care
frauds, bank fraud and stock market mani pul ati on. According
to a National Law Enforcenment Survey, respondents from 23
states described Russian émigré crime as organi zed crime on
their territories (Finckenauer & Waring, 1998).

I n August 1994, Canadi an authorities issued an
intelligence report that concluded that nurder, shootings,
crimnal rackets, extortion and intimdation generated by
RCC have occurred on Canada soil (Maxinmenkov &

Nam esni owski, 1994).

According to a CSIS report on Russian Organized Crine
(1997), there are indications that ROC i s becom ng active
in Latin Anerica and the Cari bbean. In August 1995,
know edgeabl e sources advi sed the task force that several
Chechen groups had set up a crimnal infrastructure in
Argentina and they already are reported to be engaged
actively in extortion and are thought to be extrenely

vi ol ent .

52



As clearly seen from exanpl es above, ROC groups have
diligently pursued crimnal activities by violating the
political boundaries of sovereign states. In sum their
nost profitable transnational operations included:

(1) The theft of autonobiles from European countries,
and the subsequent bl ack nmarket resale of the vehicles in
Russia. In sone cases, this activity includes re-stealing
t hese vehicles in Russia and selling themespecially in
Central Asian ex-Soviet republics.

(2) The extortion of Russian ém gré businessnen living
in foreign countries.

(3) The contract killings in foreign | ands, nostly
arising frominter-gang disputes.

(4) The facilitation of shipnments of narcotic drugs
bet ween producer countries in Latin Anerica, Colden
Triangl e and Gol den Crescent countries and consuners in the
United States and Europe.

(5) Running illegal prostitution rings

(6) The laundering of illegal profits through shel

conpani es, real estate investnents, and bank accounts.
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Interference in the political cultures

The standard definition of political culture may be
accepted as the attitudes, beliefs, values and skills that
are current in an entire population, as well as those
speci al propensities and patterns that may be found w thin
separate parts of that population (A nond & Powel |, 1966.
p.23). In this context, organized crime essentially affects
the political culture and social and physical environnents
of institutions in a society by blurring the |lines that
separate what is legal fromwhat is illegal, generating
alternative loyalties to the state and provoki ng changes in
public opinion with negative effects on the functioning of
the system

Blurring the lines between |egal and ill egal

It is wdely accepted that noral values of the Russian
society was systemcally corroded by the practices in the
communi st period, especially during and follow ng the
Brezhnev years, due to the expl osion of black market
activities. A Russian econom st Nkol ai Shnel ev describes a
Soviet Union that in the 1980s was pl agued by nassive
apathy, indifference, theft and disrespect for honest
| abor, together with aggressive envy toward those who earn

nor e-even by honest nethods; . There is |lack of belief in
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the officially announced objectives and purposes, in the
very possibility of a nore rational organization of social
and economc life” (Finckenauer & Waring, 1998. p.84). An
ex-Soviet citizen was reported to say |lying and stealing
were normal for Soviet citizens because people stole froma
governnment that was cheating them (Fi nckenauer & Waring,
1998. p. 82).

By the tine the Soviet Enpire was coll apsing, the
Sovi et society was al so going down and the distrust of the
systemwas at its peak. Although the revolutions of 1989-
1991 periods created an optimstic atnosphere in the
society towards a better future in socio-econonm c and
political terns, deeper disillusion was on its way to
repl ace these positive feelings. Not long after the
procl amati on of the victory of capitalismand free market
denocracy; honest citizens in Russia watched the
penetration of the alliance of the fornmer party elite,
menbers of the | aw enforcenent community, and the organized
crimnals into all legal and illegal sectors. Contrary to
t he expectations toward the enmergence of a m ddl e cl ass,
which is the vital elenment needed for the very existence of
a denocratic system polarization of the society with a

smal |l extrenely rich elite and a | arge i npoveri shed
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popul ati on has been the reality. According to the data
provi ded by Ryvkina (1998), the proportion of those living
at or bel ow the subsistence m ninumwas 75-80 percent in
Russia, in 1998. She further argues that the antisoci al
strata, which have nultiplied beyond i magi nati on, are
produci ng an anti-social norality and spreading it not only
within their own environnent but al so throughout society
(Ryvki na, 1998).

The endem c corruption, hijacking of the privatization
process by the former party elite and plundering of the
state treasury contributed to the loss of legitimcy of the
governing nechanismin the eyes of the public who is
dealing with deep economi c problens. It al so accel erated
the process of noral degradation and created a sense of
admration to the thieves and their coll aborators who seens
to be the only organi zed group in a coll apsing society.
Changi ng val ues, especially anong the youth can be
exenplified in the foll owm ng statenent of a young girl
l[iving in Mbscow. “It used to be fashionable to have an
artist, a rock singer, or even a journalist for a
boyfriend. Now the attractive girls want mafiya boys”
(Handel man, 1995. p. 26). Fi nckenauer reported that nost of

t he young people he interviewed in Georgia, which is an ex-
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Soviet republic, stated that being a vory is the aspiration
of nost of the young boys and they are attracted to this
particul ar mafi a busi ness because they have authority and
command respect (Finckenauer & Waring, 1998).

The di sappoi nt nent of the people and the | oss of
respect of the politicians can be best sumrarized in the
words of the Chairman of the Minicipal Legal Conmm ssion of
the Moscow City Council: “I conpare our people to a
decei ved woman sitting by herself in the kitchen, abandoned
by all her lovers. W were screwed by President Yeltsin, by
Luzkhov, by Popov.. al of them and they don't care what
happens to us now’ (Handel man, 1995. p. 147).

Provoki ng changes in public opinion

“We spoke of the many absurdities of our |ife and cane
to the conclusion we just couldn't go on like this”, told
Eduard Sheverdnadhze, well-known ex-M nister of Foreign
Affairs of the communi st USSR, on the breakup of Sovi et
Union (Kul | berg & Zi mmerman, 1999. p.332). In the eyes of
the Russian citizens, the coll apse of communi smwas a true
revolution, it was going to nmean nore freedom respect for
human rights and a free nmarket econony; everybody was tired
of hundreds of years of the iron fist of authoritarian

regi mes. However, only after two years of so-called
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denocracy and capitalism the tendencies of the people
began to change. This change in attitudes was reflected in
three parlianmentary el ections held after the end of

communi smin 1991. The Conmuni st Party of Russia went

t hrough a renai ssance, which has a clear anti-western and
anti-reformattitude, gained 12.40 percent of the votes in
1993, 1995 election results stunned even the comruni sts.
Wth an al nost one hundred percent increase, Russian
Comruni st Party enlarged its share to 22.30 percent. It
increased its power in 1999 el ections, 24.29 percent of the
votes were used in favor of Communist Party. Currently it
is the biggest power in Russian Duma, hol ding 124 seats out
of 225.

On the other hand, M adimr Zzhirinovsky s Liberal
Denocratic Party of Russia, which is the biggest
representative of ultra-nationalist anti-western right w ng
in Russian Politics canme first far ahead of other parties
with a 22.92 percentage rate in 1993 elections. It scored
11.18 percent in 1995 and 6.40 percent in 1999 el ections.
This party s share in the cake seens to be declining, but
it still holds 19 seats in Duma (State Commttee of Russian

Federation on Statistics, 1999).
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Aut horitarian reginmes of the past, both Czarism and
Communi sm at | east kept order, delivered sone of the
necessities of life, and brought an international respect
to Russia, and for ordinary citizens, the reform period
only neant the reverse; anarchy, starvation and
hum liation. That is the underlying reason why conmuni st
and fascist parties enjoy such a considerable support from
t he Russi an peopl e.

Breaki ng up the cohesion within the popul ati on

Organi zed crine can and does lead to a national
identity crisis within the countries where different
nationalities co-exist in cases where a particular
territory or ethnic group has a significantly greater |eve
of organized crimnal activity than others. A feeling of
rejection can arise in certain segnents of the |ess
affected areas. In the worse case scenarios, problens of
xenophobia may arise |l eading to extrene right-w ng viol ence
and social strife. The generalization of accusations
against culturally different communities produces a breakup
of the social cohesion, which is essential for the survival
of denocracy. In case that actions against the organized
crime activity is confused with attacks on cul tural

backgrounds, the |aw abiding nenbers of the nmentioned
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mnority groups, even their notherlands m ght feel tenpted
to resort aggressive nationalistic feelings as reaction.
The current denoni zation of the Chechens in Russian
Federation stands as a clear testinony. Activities of
Chechen crim nal syndicates are astonishing, however when
it is taken into account that total popul ation of Chechnya
is less than 1 mllion, out of the alnost 150 mllion
people living in Russian Federation, it is ridiculous to
attribute nost of the organized crinme activity to these
peopl e. According to Wessel (1995b), the term persons of
Caucasi an nationality was born recently, and all possible
sins began to be attributed to these people, above all,
they were blaned for the skyrocketing crine rate. Amesty
I nternational, the nost prom nent international human
rights organi zation, urged the Mayor of Myscow to publicly
clarify his statenment regarding the persecution of the
Chechen Di aspora in Mdscow, and to condemn unequi vocally
any illegal practices by aw. The program Segodnya, on 12
July 1996 showed Mayor Luzhkov having the foll ow ng
conversation wth a high-ranking police officer present on

the site:
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Mayor: Now we have to take actions. W have to take

all of themout of Mdscow. Everyone. The whol e

di aspor a.

Police officer: Well, if youonly allowus -- | wll

certainly introduce terror on the streets.

Mayor: Yes. The whol e Chechen di aspora -- out of here.

Police officer: It's about tine we did that,

Mayor Yury Luzhkov: We have warned them many tines...

(Amesty International [Al], 1997)

Even though this conversation took place in 1996,
Moscow police, particularly special duty OVON unit was
reported to conduct frequent document checks, particularly
of persons who are dark-skinned or who appear to be from
the Caucasus until today. Police and other security forces
in various parts of the country continued their practice of
targeting citizens fromthe Caucasus and darker-ski nned
persons in general for arbitrary searches and detention on
the pretext of fighting crime and enforcing residenti al
registration requirenments (United States Departnment of
State [USDS], 2000)

Chechens were imedi ately proclainmed to be behind the
mass bonbi ngs, whi ch happened in Moscow in 1999, nurdering

130 people. No Chechen was found to be in connection with
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these activities in further investigations, but serious
al | egati ons were unl eashed about the involvenent of the
Russi an Secret Service into these terrorist attacks in
terms of creating public support for the heavy cl ashes
bet ween Russi an government forces and Chechen guerrillas in
Chechnya. However, the governnent s canpai gn was
successful ; nobody seened to care about the allegations and
public support for Russian intervention skyrocketed. As
sonme observers noted, nost of the Russian crine |ords
wel comed the nove as a way of elimnating their biggest
conpetitors. The secret discrimnation anong the Russian
peopl e agai nst Chechens took different shapes as well.
Again, in the USDS report it was maintained that Chechens
face great difficulty in finding |odging in Mbscow and
frequently are forced to pay at |east tw ce the usual rent
for an apartnment, while a simlar pattern of discrimnation
exi sts agai nst persons fromthe Caucasus in St. Petersburg
(USDs, 2000).

The transnational activities of organized crinme groups
may al so produce a negative reaction against the mnority
groups they belong. The follow ng statenent of an Anmerican

police detective, excerpted from Handel man's work (2000),
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hi ghl i ghts how the alienation begins between the crimnally
active ém gré popul ations and the | ocal people.
“Why are we being victimzed by non-citizens who can
run to Israel or Russia and can't be extradited? The
Russi an gangsters have told nme that they ve cone here
to suck our country dry. My uncle died on the beaches
of Normandy defending this country. How did the
Russi an nob becone so entrenched? They are into Soci al
Security, Medicare, and Medicaid fraud. Wiy is that
every anbul ance service in Brooklyn is run by Russian
nmob? Why are so many of their doctors practicing
w thout a license? They have invaded Wall Street from
boi | er-room operations to broker-age houses. Nothing
is too small for themto steal. Even the guys with the
multi-mllion dollar Medicare scamstill have to have
their food stanps. The first generation is al
t hi eves”.

Parall el systenms of justice and social nechani sns

Parall el systens of justice, created by organi zed
crime groups, which do not require a single authority or
specific regul ati ons, exercise inportant m ssions. They
basically regul ate the social and econom c rel ati ons of

organi zati on nenbers that would be described to be serving
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as an internal legal system and to sonme extent they apply
to relations with the rival organi zations and peopl e who do
not cooper at e.

These parallel systens of justice, which could be
named as private justice systens can and do have sone
alternative norns and viol ence stands as the nost prom nent
one. The w despread use of violence can lead to instability
and alarmin the society, and this situation may worsen
because of the inability of the governnent to curb this
t endency.

I nfformation indicating the incidence of violence
related to ROC is fearsonme. There were 562 contract nurders
in Russia in 1994, conpared with 289 in 1993 and 102 in
1992. O the 562 nmurder victins that year, 185 were
crimnal figures fromthe Russian underworld and 177 were
busi nessnmen (CSIS, 1997. p.41). Shelley (1996) says al nost
none of the hundreds of contract killings perpetrated by
organi zed crime groups throughout Russia have been sol ved
by the tinme she conpleted her article.

According to State Conmttee of Russian Federation on
Statistics (1999), in 1996 29,400,in 1997 29,300 and in
1998 29,600 crines were reported as fel onious hom ci des and

attenpts to kill. There is no information on hand about the
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percentage of ROC i nvol venent in these crinmes but it would
not be wwong to assune that organized crimnal actions hold
a consi derable portion. One Russian citizen conmmented to
Shel l ey (1996, p. 122):

“Everyone in Russia is extrenely afraid of them and

they have all the power. They don't even have to say

they will kill you. You just knowit.

Since the protection of the citizens and mai nt ai ni ng
public safety is a primary obligation of the state; the
institutional machinery may delegitimze in the eyes of the

public which is the case for Russia.

Effects on the judiciary

Private justice systens have well-defined ains, such
as restricting conpetition, respect for the hierarchy,
subdui ng people and so on, but they do not aimto replace
with the state | egal systemin total. For organized
crim nal groups, whose main aimis profit maxim zation,
justice for everyone would not be econom cally feasible and
prove to be pointless. They prefer to take advant age of
both justice systens in a case-to-case manner. The offici al
judicial power, which supposedly has |egitinmacy and
coercive forces is cooperated whenever needed, through

intimdation and corruption. Judges are subject to physical
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intimdation and bri bery and have been nmurdered in Mscow,
| rkut sk, and Yekaterinburg (USDS, 2000). The fi nanci al
di sparity between crimnal groups and state facilitates
corruption and penetration:
Sonetinmes payoffs are even nore direct. In Mdscow,
$50, 000 can stall a crimnal investigation. The
Russian judiciary faces simlar tenptations. |In cases
involving the oligarchs, trial and appellate court
judges are routinely bribed. Failing that, judges who
evi nce a dangerous predisposition to inpartiality are
reassi gned wit hout expl anation by superiors who are
presumably on the take (Wl osky, 2000, p.28).
Low salaries and falling prestige nmake it difficult to
attract tal ented new judges and contribute to the
vul nerability of existing judges to bribery and corruption.
In July 1997, President Yeltsin ordered a 65 percent pay
rise in an attenpt to attract new judges to fil
approxi mately 1,500 vacancies in the judiciary (USDS,
2000) .
Qobserving that financial power plays a nore and nore
of a determnant role in judicial resolutions, people, who
are not directly linked to the organi zed crime, would feel

an obligation to apply to this nethod, whenever they have
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sonething to do with the court. O her people, who woul d
feel conplete disappointment with the system facing the
daily violation of rights and liberties, could tend to hire
private armes to substitute the security and justice they
need, if they could so afford. It could aggravate the
vi ol ence by encouragi ng the other groups and individuals,
who have the needed econom cal power, to use the sane
met hods for resolution of the conflicts and buil ding
security and an eventual mlitarization of the society and
shattering of the social structure may follow this.
I neffective | aw enforcenent has spurred the rapid
growt h and expansion of the private security firnmns,
25,000 Russian security firnms were established,
enpl oyi ng bet ween 600, 000- 800, 000 workers. The Mafi a
controls at |east one-sixth of them (Lindberg, 2000,
p.2). The individuals working in security bodies
conprised of former |aw enforcenent, security and
mlitary personnel do not just protect business but
intimdate honest citizens and busi ness conpetitors

(Shell ey, 1996, p.134-135).
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Mani pul ati on of politics

Organi zed crinme has nunmerous negative influences on
judicial nmechanisns; and | egislative and executive branches
of the governing nechanismare not free from mani pul ati on
either. To continue their illicit activities in a secure
way, crimnal groups need to pervert the political system
in order to place it at their service. ROC prevents the
candi dacy of people clash with their ainms through
intimdation and they corrupt the representatives el ected
by the people at both executive and | egislative |evel.
Further they threaten violence agai nst those who are not
willing to cooperate or use the nmedia in-collaboration or
directly-controlled against or favor of the politicians and
exi sting and draft |egislations. These are sone of the
prom nent tactics enployed by the organized crim nal
groups. The nore the interests of organized crine intersect
with legislation creation and execution, the nore
i nnovati ve techni ques are enpl oyed.

RCC has been a constant force in shaping Russian
politics. The inability of the Russian governnent to conbat
organi zed crine |leads to a governing crisis itself and that
the corrupt governnent |eaders are thensel ves conponents of

ROC groups worsens the situation. Together, these
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devel opnment s weaken the denocratic transition process in
Russi a.

Corruption is the nost prevalent formof illicit
pressure in Russian politics. According to findings froma
survey of entrepreneurs in Russia, 90 percent of al
respondents were convinced that it was inpossible to do
busi ness wi thout giving bribes to various state agenci es.
The sane survey reveal ed that sixty-five percent of
busi nessnmen bri bed persons working in financial and
audi ting bodies, 55 percent bribed deputies at different
| evel s, 32 percent bribed police and police officials, and
27 percent bribed judges and prosecutors (dinkina, 1996.
p.65). A 1994 report on the work of the agencies of
internal affairs, published by the Mnistry of Internal
Affairs of the Russian Federation describes the follow ng
structure of corrupt persons charged with crim nal
activities:

Peopl e enployed in mnistries, on conmttees, and by

regi onal governnents-47 percent of those charged;

personnel of | aw enforcenent agencies-29 percent;

peopl e working in the credit and financial system 13

percent; personnel involved in inspection and

supervi sion-5 percent; enployees of the Custons
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Service 4 percent; and deputies-2 percent (Ryvkina,

1998. p. 40).

It is maintained that corruption reaches all the way
to the top levels of the governnent, as the bribes for
governnent officials cost organized crinme groups up to 30
to 50 percent of their profits (United States Congressional
Testi nony, 1999). According to Transparency International’s
Corruption Perception Index[CPl Score relates to
perceptions of the degree of corruption as seen by busi ness
peopl e, ri sk anal ysts and the general public and ranges
between 10 (highly clean) and O (highly corrupt)] for 2000,
Russia scored only 2.1 and shared the 82" place with Kenya,
out of 90 countries around the world (Transparency
International [Tl], 2001).

Flexing its nuscle is another method utilized by ROC
to influence the decisions of politicians or renove the
politicians who are interfering with its business. The
mafia has nmurdered nenbers of the parlianent and
intimdated others. According to Itar-Tass, the official
broadcasti ng agency of Russian Federation, 5 nenbers of
Russi an Parlianmentary Assenbly Duna and 10 nenbers of
Regi onal Parliamentary Assenblies around Russia were

mur der ed bet ween 1992 and 1999: nost of these cases were
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associated wth mafia but investigations reached nowhere
(Norwegi an Institute of International Relations, 1999).

In today s Russia, ROC has reached a stage of
devel opnment in which it attenpts to becone |egal. After
trying all forns of covert pressure (bribes, buy-offs,
joint crimnal activity with representatives of power
structures) it is now taking nore and nore active steps
toward the legalization of its |eaders and toward exerting
direct influence on the political process (Kryshtanovskai a,
1996). ROC' s attenpts to undermne the political process
have exceeded the corruption level in sone cases and direct
participation in decision maki ng was sought, as exenplified
by several cases. The penetration of organized crinme into
the state exists fromthe nunicipal up to the federal |eve
as organi zed crine groups have financed the el ection of
candi dates and nenbers of the newy el ected Russian
parliament as well as those of other CI'S republics, says
the well known expert on the field, Louise Shelley (1995a).
Direct participation attenpts in the political process by
crimnals were highly visible in the 1995 Duma el ecti ons.
By October 1995, over 100 suspected crimnals had al ready
decl ared their candidacy for the Dunma el ections in Decenber

of that year. There is no information on hand to verify the
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percent age of these suspected crimnals who were elected to
Duma that year, but the primary notivation behind this
interest is clear; in Russia |legislators have absol ute
immunity, they can not be searched, detained, questioned,
charged, arrested, tried or convicted, even for crines they
have conmm tted before taking office (D Paola, 1997).

More strikingly, the Russian public wtnessed the
establishment of a political party by a well-known
organi zed crinme figure, Qari Kvantrishvili, under the nane
of Sportsnmen of Russia. The party had presented its own
candi dates for the elections to the State-Dunma and for
presidential elections of Russia, but these plans were not
destined to be realized, Kvantrishvili s nurder in the
sumrer of 1994 put an end to the business.

In April 1994 one of the crimnal groups under the
control of Evgenii Podanev, established a Christian Liberal
Party in Crinmea, but three nonths |ater he was nurdered.
Hi s successors M Korchel ava, another crimnal and
busi nessnmen Rul ev shared the sane fate in | ess than one
month and Christian Liberal Party came to an abrupt end
(Krysht anovskai a, 1996).

Fi nanci ng and support of parties is the |last |egal

pressure tool enployed by sone ROC groups such as the nost
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powerful Slavic gang Solntsev. This group is alleged to be
in close contact with Russian National Unity Party, which
is a nationalist, neo-nazi, paramlitary, overtly anti-
Semtic organization, formed in 1990. Barkashov, the | eader
of Russian National Unity Party, has had a nunber of talks
wi th Davydov, the | eader of the Sol ntsev group

(Krysht anovskai a, 1996).

Transnati onal political manipul ation

Attenpts of ROC to mani pul ate the political process
are not limted to Russia. Israel, one of the target
countries of ROC, is a good exanple to highlight the issue.
| srael was shaken with the allegations that G egory Lerner,
a mpjor ROC crinme figure attenpted to bribe former Prine
M ni ster Shinon Peres and sonme ot her Knesset nenbers and
cabinet mnisters in 1996. Before this turnmoil was set
down, Benjam n Netanyahu was alleged to have received 1.5
mllion dollars as canpaign contributions fromGigory
Lout chansky, a Latvian-born convicted felon and president
of the Austrain based NORDEX, a nultinational trading
conpany. Loutchansky had been inplicated in everything from
maj or noney | aundering to smuggling nucl ear conponents

(Friedman, 2000. p.267).
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Anot her interesting exanple of transnational intrusion
by ROCinto the politics is its attenpts in the Anerican
political system Even though, these efforts are still
infant, sonme of themare worth to be nmentioned briefly for
the purposes of this study. The invitation of above
nmenti oned Loutchansky to a Denocratic National Commttee
fundrai sing dinner for Cinton in 1993 by Denocrats was
amazi ng, he has even shaken hands with Cdinton and dinton
asked himto pass a nessage to Ukrainian gover nnment
requesting it to reduce its nuclear stockpile? (Friedman,
2000. p. 268). When CI A discovered this, agency officials
wer e shocked. One congressional investigator spoke on the
i ssue as follow ng: Loutchansky had one thing in m nd:
legitimzation, he wanted US citizenship and he wanted to
buy a US bank (Friedman, 2000. p. 268). Not long after this
case, a partner of Loutchansky at NORDEX, Ukrai nian nob
boss Vadi m Rabi novi ch who served an eight-year jail termin
Ukr ai ni an prisons for theft of state goods, attended a
Cinton-CGore fundraiser in 1995 in Mam. Hi s picture
between a smling Cinton and Gore appeared in Eastern
Eur opean press, greatly adding to the nobster s reputation
(Friedman, 2000. p. 269). The list is long; it goes from

t he attendance of another ROC figure, Vahtang Ubiriya, one
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of the top crimnal |ieutenants of Sem on Mogil evich who
according to CIA is the nost dangerous gangster in the
world, to a Republican Part fund-raising dinner. A
Ukr ai ni an figure, who according to FBI is a nenber of
fearful |vankov ROC organi zation, nanely Senyon Kislin's
being a top canpai gn supporter for Rudy G uliani of New
York and ultimately his appointnent by the mayor to the New
York City s Econom c Board of Devel opnment Corporation are
sonme striking exanpl es.

Control of civil society

It is a fact that civil society groups, such as
| obbi es, associ ations, comnmttees, and unions play an
inmportant role in shaping the politics through the pressure
they exert. They could be named as the security val ves of
denocracy since they are directly fornmed by certain
segnents of the population in pursuant of protecting their
interests in particular and people’s in general. Denocracy
basi cal |l y cannot survive w thout having a strong civil
society behind it and organized crine’'s strategy for
influencing the | egislative process may take a form of
invalidating the organi zation and operation of civil
society. The nost efficient methods in this process are

gaining the control of flow of information by owning nedia
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resources and corruption and intimdation of the nenbers of
the press. Shaping the political debate in their favor is
the aimof organized crinme in this relationship with nedia.
The sanme net hods, bribery and intimdation, can al so be
enpl oyed agai nst the | eaders of the civil society groups by
preventing the formation of interests which are not
conpatible wwth theirs. This ongoi ng process underm nes the
i nportant val ues of denocracy, such as freedom of speech
and association, in a considerable manner.

According to Dipaola (1997), sonme ROC groups purchased
entire media enterprises when the government privatized
them while others subsidized struggling newspapers and
tel evision networks or resorted to bribery, in Russia. For
exanpl e, the MOST group owns Segodni a newspaper and has
established MIV tel evision (Shelley, 1995a. p.839). Wile
Segodni a and MIV are the nost independent and hard-hitting
menbers of the mass nedia, main anal ysts wonder whet her
their independence will be eventually be underm ned by
their owner. The banking sector, dom nated by organi zed
crime, has also been able to enter into tel evision through
the privatization process. Wen GOstankino, the nost w dely
vi ewed national channel, was sold, forty-nine percent of

its shares were acquired by banks (Shelley, 1995a. p.840).
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However, the nost common nethods of controlling the
medi a have been intim dation and nmurder. Journalists
pursui ng investigative stories on corruption and organi zed
crinme have found thensel ves at great risk stated a 1997
report fromthe New York-based conmttee to protect
journalists, especially in Russia and Ukrai ne where
beati ngs have becone routine (Friedman, 2000). According to
the report, 13 journalists fromthe Russian Federation have
been killed by the nob since the fall of conmunism The
I nternational Federation of Journalists (2000), an
i ndependent wat ch-group who publishes an annual report each
year detailing the killing of journalists around the world,
confirms the death of 12 journalists in Russia including
one Anerican in 1999.

Commttee to Protect Journalists (2000), a non-profit
organi zati on, dedicated to the gl obal defense of press
freedom stated that 24 journalists were killed in Russia
during the year 2000. In both reports nost of the killings
were associated with the anti-corruption efforts of the
deceased journalists. The foll ow ng case, excerpted from
the website of International Freedom of Expression Exchange
(1998), which is affiliated wwth United Nations Econom c

and Social Council, is illustrative:
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On 12 February 1998, the Prosecutor-Ceneral's office

charged Pavel Popovskikh, a retired mlitary officer,

wi th planning and participating in Dmtri Khol odov's
murder. The 27-year-old journalist, who wote
extensively on corruption in the Russian mlitary
before his death, was killed when a booby-trapped

briefcase he had collected froma source at Moscow s

Kazanski railroad station exploded in his newspaper's

of fi ces. Khol odov, who had been investigating

organi zed crime connections with the mlitary, had

been told the attaché case contained secret docunents

exposing corruption at the mlitary's highest |evels.

The newspaper's editors accused the mlitary,

i ncludi ng then Defense M nister Ceneral Pavel G achev,

of ordering the contract killing. General G achev

bl aned the Russian nafi a.

Speaking of civil society, it has to be stated that
civil society in Russia today is underdeveloped: it is in a
transitional stage; many of its elenents have been
suppressed or bl ocked for centuries through a | egacy of
Czari st and Communi st rules. The autonony of different
soci al environnents and associ ati ons; econom c enterprises,

uni versities, science, civic organi zations, professional
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uni ons, religious organizations as well as press is vital
for a denocratic rule and the autonony of state. It is
basically a checks and bal ances situation. Numerous
i ndependent associ ati ons, societies, organizations, and
novenents exi st today in Russian society, creating good
preconditions for the further devel opnent of civil society
(Gol enkova, 1999). However, ROC is assum ng much of the
state's authority, and views the civil society as a threat
to its existence. Yet, civil society in Russia is already
dom nated by organi zed crine, since the formation of these
groups require financial power besides the enthusiasm
Loui se Shelley (1996. p.129) perfectly reveals this
connecti on:
“Many crimnalized conpanies which, having illegally
privatized state resources, now support sports teans
and ot her performance groups as a way of currying
favor. Heads of crinme groups have sponsored sports
clubs. The significant role that the crimnalized
banki ng sector has assuned in the devel opnent of civil
soci ety has prevented the enmergence of truly
aut ononous groups. Many charity funds have been used
to launder noney. The recent indictnent in New York of

i ndi vi dual s who enbezzl ed fromthe Chernobyl victins’

79



fund rai ses serious questions about the propriety of

t he managenent of this Russian charity”.

Ironically, the anome in Russia fosters the growth of
authoritarianism the need for a strong | eader and
authoritarian state, concepts that are not quite conpatible
with the idea of a strong civil society. The reflections of
authoritarianismin parlianmentary elections were tried to
be exposed above, yet; its manifestations in the policy
maki ng and execution process are equally problematic.

Prosecution of organized crinme in a given society
requires the allocation of huge resources. It proves to be
hard for governnments, especially the financially troubled
ones, to conpete with powerful organized crimnal groups
and the picture gets darker when there is w despread
corruption. Struggling with organized crinme under these
ci rcunst ances, which Russian case perfectly exenplifies,
policy makers and crinme fighters choose to get tough, even
it means violation of the given country s constitution and
the individuals® rights. The nobst significant neasure
presently used by Russian State to conbat organi zed crinme
is the June 1994 presidential decree entitled, On the
Urgent Measures to Defend the Popul ati on Agai nst

Gangsteri sm and ot her kinds of Organized Crinme. According
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to the decree, suspects could be detained for thirty days
wi t hout a prosecutor s warrant, authorities may deny the
right to bail, defendants can not exam ne docunents before
t he opening of a crimnal case, comercial and banking
privacy may be voided for those suspected of organized
crimnal activity. The head of the Mdscow Hel si nki G oup,
Kroni d Liubarsky says that human rights have often been
violated in the nane of the decree (Shelley, 1995a. p.843).
Sergey Stepashin, then head of the FSB (Federal Security
Service -new version of KGB) was reported commenting on the
issue as: | amall for the violation of human rights if the
human is a bandit or a crimnal (A, 1997).

According to Amesty International (A, 2000) Russia
country report, torture and ill treatnment by | aw
enforcenment officers to extract confessions continued to be
reported. Detainees were threatened with death; beaten,
sonetinmes to the point of |osing consciousness; tied in
pai nful positions; scalded with boiling water; alnost
asphyxi ated by having plastic bags placed over their heads
or by being forced to wear gas masks with the supply of
oxygen repeatedly cut or restricted; and denied food and
medi cal care. Taking into consideration nost of the

crimnals have serious connections wth the governnent
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mechani sm and financial power to bribe the officials, it
woul d not be unfair to estimate that nost of the people who
are detained related to organized crine and forced to
suffer these i nhuman conditions are small fishes or
i nnocents.

Destabilization in national econom es:

Protecti on rackets

Financial instability, inefficiency in the markets and
structural problens are either created or contributed by
organi zed crime and all have negative effects on the
denocratic govern ability at the end.

An econom ¢ theory of organi zed crinme assunes that
crimnal groups are organi zed, rational and wll act |ike
busi ness corporations in deciding what crimnal activities
they will participate. In black market econom es have
existed in all countries, however in npbst cases organi zed
crime prospers only through traditional crimnal sources of
revenue |ike drugs, ganbling, snuggling contraband and
prostitution. In the new Russia, the situation is
different, as one author suggested; organized crine w el ds
power over all the econony and the problemis that

di sassoci ating the further econom c devel opnent of the
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Russian state fromthe pervasiveness of organi zed crine
coul d prove inpossible (WIlianms, 1997. p.56).

Protection rackets deserve to be nentioned first,
whi ch organi zed crinme enpl oys coercion and oppression as a
met hod to produce fear in the society in a way to
substitute or overlap the protection ensured by the state
to derive these illegal taxes fromthe businesses. Wile
this application corrodes the authority of the governnent
as the only inposer of the taxes in theory, it also
i ncreases the price of goods and services subject to this
illegal taxation and di scourages woul d-be entrepreneurs
fromstarting legitimte businesses. In chronic cases,
facing wth the w despread viol ence, extra-costs of doing
busi ness and witnessing the loss of legitimzation of the
political reginme, flight of foreign capital can be
observed, either, due to the fact that nobody would like to
risk its investnent. This could have devastating effects on
the national econom es of devel oping and transitional
countries, which deadly need national and international
investnment on their territories.

Russia is a haven for protection rackets operated by
t he ROC groups, not only because the crimnals are so

powerful but also the |egislative franework is inadequate
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to deal with the basics of a capitalist system M chael
McFaul , Seni or Associate at the Carnegi e Endownent for

I nternati onal Peace where he co-directs the Russian
Donmestic Politics project, had stated in a 1995 article
that the state has not institutionalized a |l egal systemto
protect (private) property rights, govern bankruptcy
procedures, enforce contracts, protect consuners, and
ensure conpetition. Contracts nust be totally self-
enforcing to work because the state cannot enforce them
(Di paola, 1997. p.7). After six years, there is nothing
changed, crimnal groups continue to fill the gap and
present their services to the citizens; unable to turn to
t he governnent, the people put their trust in ROC groups to
enforce contracts, either wllingly or unwillingly. One of
the nost inportant ternms of business in Russia is “kyrsha”
which literally nmeans roof and practically refers to an
unbrella of protection. Kyrsha can cone in the formof a
crimnal overlord protecting nmenbers of his organization or
a crimnal group s declaring that a specific business is
paying it extortion noney; kyrsha also can include certain
forms of corrupt governnment protection, including the
mlitsya, tax police, the mlitary, custons and border

guards (CSI'S, 1997. p.29).



According to police figures, organized crine controls
as nmuch as 40 percent of the Russian econony based on its
take from protection rackets, market manipul ation, and
partnership schenes-a nunber |argely unchanged since the
m d- 1990s (Handel man, 2000). Gigory Yavlinsky, a Russian
econom st and the | eader of the | eader of Yabl oko, a
denocratic, reform st political party currently in
opposition says that anyone who attenpts to start a smal
business in Russia wll encounter extortion demands from
the mafia, so there is no incentive for entrepreneurship
(Yavlinsky, 1998. p.71).

Deterring foreign investnent

Kyrsha schenes have deterring effects on foreign
investnments in Russia. Extra costs of protection wll
natural |y di scourage the foreign firns which are already
overwhel med with the crippling federal and | ocal Russian
t axes which can consune as nmuch as ninety percent of the
profits (D paola, 1997). Besides, for American firnms the
Russi an mar ket has anot her di sadvant age; FCPA (Foreign
Corrupt Practices Act) which prohibits the paynents of
bribes to foreign officials to secure busi ness advant ages
and requires US conpanies to maintain stringent accounting

standards so as to preclude the establishnents of slush
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funds to provide funds for such illicit paynents (Boyl an,
1999). Taking into consideration that it is al nost

i npossible to do business in Russia w thout bribing the
bureaucrats directly or indirectly, the picture gets bl eak
for Russia itself; American capital is the strongest in the
world and not many U. S. business would be willing to enter

i nto Russian market under these circunstances.

Money | aundering and infiltration of financial sectors

|1l egal gains derived fromthe organi zed crine
activities and its infiltration of these proceedings into
t he econony creates anot her set of problens. Mney
| aundering is the financial side of the crine that is
commtted for profit. To truly profit fromtheir crine,
crimnals nust find a way to insert their proceeds into the
streamof legitimte comerce. They nust |aunder their
dirty noney in order to spend it or reinvest it in their
crimnal enterprises. Momney laundering is inportant in two
respects. First it provides the cash that allows crimnals
to conduct their crimnal enterprises. Second, in an age of
rapi dly advanci ng technol ogy and gl obalization, the
uncontroll ed | aundering of |arge sunms of noney can cause
financial instability. Crimnal organizations may enter the

financial sector; these groups setting up private banks
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and financial institutions for the aimof noney |aundering
are not unusual events for the | aw enforcenment officials
t hroughout the world. Abuse of the legitinmte system and
erosion of the legal institutions through conpl ex schenes
m ght have negati ve consequences on the stability of the
whol e system

I ntrusi on of huge anounts of noney into a market neans
a noney em ssion boom Since this noney is not created as a
result of a legal production process, buying power of the
nmoney w || decrease, because the anmount of goods and
services supply will not be at the sane level with the
demand side. To the |least, the prices of the goods and
services, which the |laundered noney is directed, wll rise
considerably, leading to an unfair conpetition. Unfair
circunstances for the | egal business nay arise in cases
that the crimnal groups choose to set up front conpanies
for noney | aundering, not for making profits, too. They
could sell their goods and services under the cost price,
whi ch breaks the ability of the | egal businesses operating
in the sanme sector to conpete

Russi a faces a consi derabl e challenge in conbating
noney | aundering owng to its unique transition to a market

econony. The existence of a continued | arge-scale capital
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flight, underdevel oped market institutions and | ack of
fiscal resources all conplicate the fight against noney
| aundering. Virtually all the former socialist states of
Eastern and Central Europe present the potential for noney
| aundering, since privatization and the banking system are
goi ng through process of revision and old authority
structures and neans of regulation are being shaped (Savona
& Adanoli, 1996). Only nine years before, there were only
four banks in the Soviet Union all closely regul ated
(Savona & Adanoli, 1996). In early 2000, the Russian
Central Bank reported that there were just approxi mately
1,350 credit organi zations in Russia. Sone banks, however,
have continued to operate without a |license (Business
I nformation Service for the Newly | ndependent States,
2000). On top of this, Russia s Mnistry of Internal
Affairs, the governnment agency in charge of conbati ng ROC
estimated in 1997 that between 50 percent and 85 percent of
banks are controlled by organi zed crine groups (CSIS, 1997.
p. 2).

Fi nanci al Action Task Force, the nost effective
i ntergovernnmental institution tasked with conbati ng noney

| aundering says in its report published in year 2000:
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“Whil e Russia faces many obstacles in neeting

i nternational standards for the prevention, detection

and prosecution of noney |aundering, currently the

most critical barrier to inproving its noney

| aundering regine is the | ack of a conprehensive anti -

nmoney | aundering |aw and i npl enenting regul ati ons that

meet international standards. Russia | acks:

conpr ehensi ve custoner identification requirenents; a

suspi cious transaction reporting system a fully

operational FIU with adequate resources; and effective
and tinmely procedures for providing evidence to assi st
in foreign noney | aundering prosecutions” (Financial

Action Task Force, 2001).

Taking a |l ook at the follow ng case, which is also the
bi ggest noney | aundering case in the US history, would be
hel pful for a better understandi ng of ROC associ ated noney
| aundering operations and their transnational inplications:

“Bet ween COctober 1998 and March 1999, around $4.2

billion was processed at the Bank of New York through

accounts under the control of a conpany that
reportedly was used by Russi an businessnen to | aunder
illegally obtained funds from Russia. The account was

kept open to allow investigators to follow the trai
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of funds, and an estimated total of at |east $10
billion (with sone estimates going as high as $15
billion) is believed to have been processed through
t he account “(National Council for Science and

Envi ronnment, 2000).

Capital flight

ROC groups may not be the only responsible party for
Russia's fiscal, banking, and investnent problens, but they
certainly contribute to their severity by exacerbating
system c problens. A m ninmum of 40 percent of the estimated
$2 billion in nmonthly capital flight is attributable to
organi zed crinme groups (Shelley, 1997). ROC reinvest little
of its profits, instead it frequently transfers its
proceeds to nore secure West European and of fshore
financial centers.

Capital flight phenonenon in Russia distinguishes ROC
fromthe classic transnational organized crine groups.
Capital flight is an abnormal conversion of financial
assets fromthe national currency to assets in a nore
stable currency usually in response to or in anticipation
of heightened financial risk. Russian capital flight has
taken various forns; by Russian residents' conversion of

rubles into dollars for use as currency on the black market
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or as a neans of savings for |ater conversion back into
rubles; by directors of newy privatized conpani es buyi ng
raw materials in donmestic markets, selling-generally
smuggling- themin foreign markets and keeping the profits
of fshore in a way to avoid Russian exchange controls and
Russi an taxation, by Russian firms" fictitious inports and
sendi ng hard currency abroad for expenses. According to an
estimate of Russia’'s Mnistry of Internal Affairs, nore
than 40,000 private enterprises were either established by
or are now controlled by crimnal organizations in Russia
and from 70 to 80 percent of private and privatized firns
and comrerci al banks are forced to pay crimnal groups;
corrupt officials and racketeers (Voronin, 1997). The
extent of the capital flight-ROC connection can be
conprehended better by bearing the nentioned nunbers of
econom ¢ establishnments associated wwth ROC in m nd.
Consequences of capital flight on the Russian econony are
perilous; it represents foregone investnent in

manuf acturing plants, infrastructure, and ot her productive
capacity. Russia desperately requires capital for
investnment to rebuild its outdated infrastructure, to
noderni ze its industrial base, and to upgrade |abor skills.

Capital flight therefore, inhibits Russian econom c growth
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and devel opnent, depressing Russian living standards. In
the nmeantinme, flighted capital escapes Russian taxation
depriving the Russian governnent of revenues contri buting
to fiscal deficits and constraining expenditures on soci al
wel fare prograns, defense, and infrastructure
redevel opnent. Furthernore, the magnitude of tax evasion by
the weal thy class, an opportunity not open to m ddl e cl ass
and the poor, accentuates incone disparities and aggravates
social instability.

Since the eighteenth century, philosophers and
schol ars have agreed that capitalismconstitutes the
econom ¢ and soci al -structural foundation of parlianmentary
denocracy and this agreenent has been supported by the
actual pattern of denocratic devel opnent around the gl obe
(Kul'l berg & Zi mrermann, 1999). It is evident that
devel opnent of capitalismcarries a vital inportance for
t he success of denocratic refornms. For Russia, the picture
is not prom sing; organized crimnals are strangling
capitalismthat could be accepted as a newborn baby after
centuries of czarist and communi st rules, neither of which
allowed the growng of a free market. Unfortunately, it is
a fact that the absurdities in socio-economc life of so-

call ed free market denocracy of Russia today far exceed the
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ones in the past. The follow ng response of an ordinary
Russian citizen on the question of a Wstern observer
rel evant to the organized crinme's effects reflects the
di si |l lusionnent of nasses is, sad,

“Initially | think | should say that it s strange that
you (interviewer) should be so interested in the Mafia' s
effects on the econony because the Mafia arose fromthe
reforms and policies inplemented in Russia follow ng the
abortive 1991 hard-line Comuni st coup. It is strange
because these nodels of reformand privatization all canme
fromyou people in the West. Wth this in mnd, | find it
very strange that you are studying the consequences of your
actions after the fact” (Rollins, 1998. p.5).

Threats to the national securities of other countries

As stated in the first chapter, finding answers to
research questions regarding to the political-econom ca
effects of transnational organized crine and the pre-
conditions for efficient response is the main aimof this
study. However, again, it is crucial to bear in mnd that
organi zed crinme groups, their operations and consequences
t ake shape according to the social, political and econom c

systens they operate in. In this context, it proves to be
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hard to make generalizations depending on the results of a
singl e case study, as we have here.

There are two major transnational threats arising from
the ROC operations: the | aw enforcenent dinmension and the
national security dinmension. First, ROC poses a serious
threat to | aw enforcenent; both in Russia and the other
countries it operates. Engagenent of ROC groups in al
types of illicit activity on a transnational basis is a
serious concern. Needless to nention the soci al
consequences of these operations, as they increase
conducting crimnal activities in other countries, the
costs of | aw enforcenent increase and are passed to
t axpayers.

One of the nost destructive aspects of ROC activity is
financial activity, which is not only a problemfor Russia
but also for the world. Crimnals in Russia are |aundering
nmoney t hroughout the world, and the proceeds are not only
invested in illegal sectors, but in |legitinmate business
activities, which has a potential to inhibit fair
conpetition. Corruption of key officials, utilizing banks,
st ock exchanges, capital opportunities and commodities
mar kets of target countries all underm ne the financial

security of the countries operated in. Another worl dw de
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concern fromlaw enforcenent standpoint is increasing
connections between ROC and ot her transnational organized
crimnal groups. Follow ng are sone exanpl es of these

al i ances.

Russi an organi zed crine groups have used their ties to
Italian crimnal groups to establish extensive businesses
in ltaly--investing as nuch as $4-7 billion between 1993
and 1995 al one, according to Italian trade industry
estimates--primarily to facilitate noney | aunderi ng;
Russian and Italian crimnals cooperate in international
drug trafficking, arnms snuggling, and counterfeiting.
(Terrorism Research Center, 1998)

To date, U. S. |aw enforcenment officials have
established a clear relationship between ROC groups and La
Cosa Nostra (LCN), the Italian—Anmerican crimnal network in
the United States. The LCN is cooperating with ROC groups
on activities related to ganbling, extortion, prostitution,
and fraud (CSI'S, 1997. p.44).

Cooperative efforts between ROC groups and the
Col onbi an drug cartels are centered in Mam, where the
| ocal FBI office characterized the Russian gangsters as
very brutal...they are very sophisticated (CSIS, 1997.

p. 44).
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ROC is also reported to be involved in crimnal
activity wwth other major international OC groups,
including the Sicilian Mafia, the ' Ndrangheta, the Canorra,
t he Boryokudan (Japanese Yakuza), Chinese Triads, Korean
crimnal groups, Turkish drug traffickers, Col onbian drug
cartels, and other South Anmerican drug organi zations. These
groups have cooperated with their Russian counterparts in
international narcotics trafficking, noney |aundering, and
counterfeiting (CSI'S, 1997. p.44).

Second, the national security dinmension. USSR is
col | apsed but Russia still has stocks of nuclear materials.
As one author stated, instead of a hostile Soviet
superpower, W th nucl ear weapons under tight totalitarian
control, the world confronts a new, nore beni gn Russi a,
which in sonme ways is nore dangerous than the old. It is a
pl ace where chaos is constant, where ol d safeguards are
erodi ng or already have fallen away, where nucl ear know how
and materials are suddenly for sale. The real nightmare
scenario involves Russia' s ruthless organi zed-crime
syndi cates and corrupt government officials working in
| eague to create new markets for nuclear materials, a
bazaar with sone of the world s nobst dangerous weapons on

offer, a place where savvy buyers will know to cone calling
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(Zi mer mann & Cooper man, 1995. p.56). Although there is not
enough evi dence to support the existence of an organized
nucl ear weapons trafficking, except for a few individual
cases invol ving nuclear materials snmuggling; there is a
good potential as long as there is denmand, especially from
the rogue states. A lower-level threat is w despread theft,
di versi on, and unaut hori zed sal e of conventional weapons,
amuni tion and equi prent. Severe conditions in the Russian
arnmed forces; lack of pay for nonths, |ack of food,
horrible living conditions, officers’ noonlighting to feed
their famlies, startling rates of suicide in officer
corps, collapsed norale (CSIS, 1997. p.59) add to the
expl osion of this phenonenon. In an interesting case, the
arrest of a ROC figure in Anerica while negotiating a
submari ne purchase between Russian mlitary officials and
menbers of Medellin Cartel in 1997 in Mam revealed a six
M8 Russian mlitary helicopters trade in 1993 between the
Medel lin cartel and Russian mlitary figures through the
br okerage of the sane ROC figure.

Anot her strategic threat is the destabilization of
denocracy in Russia as detailed in Chapter 3; authoritarian
tendencies are on the rise in Russia. The success of

denocracy in Russia is very inportant for stability in
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world politics after the cold war. If a comruni st or
fascist rules, a hostile attitude against the West in
Russia will becone prevalent in the near future. The three
parliamentary election results after the coll apse of

communi sm advi se the exi stence of potential for that.
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CHAPTER FOUR

CONCLUSI VE REMARKS

The concept of Chanel eon Syndrone attenpts to explain
t he phases in the devel opnment of organized crine in a
soci ety. The nodel recognizes four stages of devel opnent in
the rel ati onshi ps between the legitimte structures and
organi zed cri ne:

(1) Reactive: Organized crine operates outside of, or
contiguous to, the legitimate structures. The dom nant
systemis politically and econom cally stable and has
little or no need to conpron se or negoti ate.

(2) Passive assimlative: The first phase of
negoti ati on or conprom se. The dom nant system has
weakened, particularly in the econom c sector, and seeks to
acquire fromillegal sources, which cannot be gai ned
legitimately. If not actively engaged with the ill egal
suppliers, it turns a blind eye to those who are. This
phase is inportant in terns of the evolution of the shadow
econony, acconpanied by low | evel bribery and corruption.

(3) Active assimlative: Penetration of organized

crime into the legitimate structures to an extent that it
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woul d have the opportunity to act with a high degree of
autonony. Organi zed crine has a direct effect on the
condition of the legitimte structures; noney | aunderi ng,
high |l evels of bribery and active presence in the

| egiti mate econony i s common.

(4) Proactive: Organized crine is the major power
hol der. It has penetrated all the structures of power,

i ncluding the nmedia, and no | onger needs to negotiate on
the terns favored by the political system (Raw inson, 1997.
p. 29).

It is not fictitious to assune that ROC has al nost
reached at the proactive phase, owing to its domnation in
privatization, banking system financial markets and
busi nesses and its mani pul ati on power of the political
figures and nedia in the era of capitalismand free market
denocracy in Russia.

The Russian governnment s efforts to conbat organized
crime have been severely inpeded due to the extensive
corruption at both policy planning and execution | evels
within the Russian governnment. Narrow m nded get-tough
policies rather than focusing on the devel opnent of a

| egi slative foundation for a free market society, produced
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no meani ngful action. The then Human Ri ghts Chi ef Sergey
Koval ev stated that

“You announced amd publicity, the start of a fight
agai nst organized crine in the country. To that end, you
gave enornous powers, going beyond the bounds of right and
the law, to the power structures. The result? Crimnals
still roamfree, while | awabiding citizens, w thout having
gai ned security, are forced to tolerate the tyranny of
people in uniforminto the bargain” (CSIS, 1997, p.64), in
his resignation letter to the then President Boris Yeltsin.

Besi des the problens sourcing fromthe unsuccessf ul
crime prevention prograns and the pervasive corruption,
Russi an governnment basically does not have the resources to
change the conditions that support organized crinme. Law
enforcenent elenents |ack the adequate equi pnent and suffer
froml| ow wages cl ose to poverty | evel

The answer to the question “Wat shoul d be done?” was
not the purpose of the present research, nonethel ess, any
study on this field cannot ignore it conpletely. A legal
framewor k which nmakes it possible to fight organized crine
such as neasures ai ned at prosecution of offenders,
detection, seizure and confiscation of assets, formation of

a strong, independent and incorruptible judiciary that wll
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hol d corrupted officials accountabl e besides the crimnals,
a capable | aw enforcenent apparatus in terns of training,
equi pnent and financial resources to address the probl ens
of organized crine at all levels, and increasing

i nternational cooperation and coordi nati on between Russi an
fighting agencies and their counterparts in other countries
where ROC operates are all part of the broad recipe to cure
this infection. However, the realization of all these ains
virtually remain inpracticable unless the policy makers
shoul d go about reducing the demand for organi zed crine and
corruption. To achieve this goal, various steps are to be
taken in economc and political field: separating business
frompolitical power, regulation of the operations of

i ndi vi dual busi nesses, provisions for bankruptcy, banking
and contract enforcenment |aws, pronoting free conpetition
by encouraging small and nedi um si zed busi nesses to ensure
the establishnment of a mddle class, decentralization of
financial resources and inplenentation of |ower and sinpler
taxes are essentially needed. Furthernore, sinplification
of regulation of state controls, systematization of the
work carried out by different state agencies and reduction
of the nunmber of unneeded state institutions and staff,

appl ying of incone declaration procedure for state
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enpl oyees starting fromthe top | evel, assuring
transparency of political parties, enduring the
coordination of efforts of the civil society groups such as
educational, religious organizations and nedia and finally
formation at the federal |evel of a coordinating body
responsi bl e for the execution of the strategy for conbating
corruption are sone of the vital tools to be used in
struggling with corruption.

Anti-corruption and anti-organi zed crinme measures
require a real commtnent by political |eaders to seriously
undertake these canpai gns and such commtnent is
surprisingly hard to cone by, in part because the | eaders
t hensel ves often enmerge at the top without conpletely clean
hands, and in part because the commtnent can be both
socially and personally costly (Leitzel, 1998, p.10).

What ever the extent of the corruption level is, certain
el emrents of the Russian governnent have nade sincere
efforts to address the organized crine and corruption
probl em by risking their own personal safety and careers.
These efforts have been supported by the actions of a
nunber of politicians and nmedia nenbers, sonme of whom

al ready paid the costs with their lives as we stated
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before. The efforts of these individuals should be
encouraged and supported in every possible way.

As it is the case with the struggl e against the
activities of other transnational organized crine groups,
ROC activities cannot be contai ned by the canpaign of a
single country, as well. Countries, which were infected by
RCC virus, should make a clear definition of ROC and
broaden their bases of know edge about it, statistics
shoul d be kept, intelligence databases should be forned and
exchange of information anong these countries nust be
encouraged. Training prograns, equipnment and financi al
support nust be provided by the devel oped countries to
Russi an | aw enforcenent agencies. In fact, this support
should not be limted to | aw enforcenent agencies, but
ot her actors of Russian bureaucracy nust be supported in
simlar ways by respective agencies of the rel ated
governnments, as well. Financial aids aimng to recover the
col | apsed Russi an econony by individual countries and
i ntra-governnmental organizations nust be continued,
however, strict control mechani sms nmust be established for
preventing the diversion of these funds into the hands of

corrupted officials and crim nal s.
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The chal | enges posed by transnational organized crine,
are show ng signs of becom ng a substantial danger to the
political, social and econom c stability of states,
especially if its enornous financial power is taken into
account. Organi zed crinme has been fueled by the new
patterns of international trade and progress made in
communi cations and transportation, jointly known as
gl obalization that will continue to change the nature of
organi zed crinme. While large crimnal organizations wll
remai n powerful players with worl dw de networks, a | arge
nunber of highly skilled freelancer crimnal entrepreneurs
enpower ed by high-tech conputer skills and
t el ecomuni cations capabilities will challenge | aw
enf orcenent agenci es. These individuals, who m ght be hired
by organi zed crine groups, could cause substantial public
and private-sector |osses, potentially even underm ning the
integrity of the institutions they target and conprom sing
mar ket stability. The following is a good exanpl e:

“Si x peopl e have been arrested in a scam by Russi an
conmput er hackers who stole nore than $10 million froma
Ctibank electronic noney transfer systemby wring funds
to accounts around the world. The noney was shifted from

Ctibank to accounts in Finland, Russia, Germany, the
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Net herl ands, the United States, |Israel and Switzerl and”
(Si x arrested, 1995).

Anot her scenari o would be the energence of |arge
interactive networks of smaller, independent organizations,
whi ch cooperate on the basis of conparative advant age.
Crime groups within these networks woul d specialize in
specific activities; advances in conputer and financi al
technol ogy i ncreases the anonymty and speed of conmerci al
and financial transactions, offering crimnals nore
efficient and secure ways to snuggle illicit drugs and
contraband, penetrate |legitimte businesses, and | aunder
and nove noney: Geater regional econom c integration such
as European Union and NAFTA as well as worl dw de
i nt erdependence of national economes will make it easier
for crimnal organizations to operate on an international
scale. Inprovenents in transportation to facilitate
international trade will increase the volune, speed, and
efficiency of snuggling and comrercial transactions by
transnational crinme groups.

The magni tude of the problemw || depend on the gl obal
political and econom c conditions, the extent and
ef fecti veness of neasures taken to reduce societal or

system c vulnerabilities, and the degree to which national
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| aw enforcenment around the world devel op appropriate
cooperative nmechani sns enabling themto operate outside the
paranmeters of national sovereignty and |egal jurisdictions.
Policy sol utions cannot be honbgenous, because the very
nature of transnational organized crine precludes any one
country from launching an effective canpai gn agai nst
organi zed crinme groups, which exploit conflicting crimnal,
banki ng, and investnent |aws and | aw enforcenment practices
anong different countries. As Shell ey nmaintained,
successful policy nust seek international harnonization in
| egislation conbating crines in the areas of banking,
securities law, custons and extradition in order to reduce
the opportunities for crimnal activity and mnimze the
infiltration of transnational organized crine groups into
| egiti mate business (1995a). Extradition and nutual | egal
assistance treaties should be formed to inhibit the
avoi dance of crimnals fromdetection besides the
establishment of a coordinated | aw enforcenent and
intelligence sharing nmechanismwth relate to the
activities of transnational crine groups.

In this research ROC, the socio-econom c context it
was born in and has flourished on, its actions and effects

on the political econony of Russia and related countries
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were studied and pre-conditions for a broad response
against it were attenpted to be established. In each
specific transnational organized crine group case, the
soci al and econom c probl ens behind the expl osion of
organi zed crimnal activity should be carefully

i nvestigated and proper ways to cure them should be
searched for. Legislative efforts and | aw enforcenent is
dooned to fail unless the fertile ground which organized
crime prospers on is termnated. In this context, the
solution of economc, social and political problens that
|l ead to noral degradation and systematic corruption carries
a particular inportance.

Before the end of the col d-war period, national
security threats were clearly defined, generally based on
the nmenbership of either one of the opposite two bl ocs. The
i nternational system which was ironically stable then, has
turned into a chaotic environnent in the | ast decade,
despite the expectations of the energence of a “New Wrld
Order”. It would be wong to assune that transnationa
organi zed crine was a product of this anarchic atnosphere
but it obviously enjoys its golden age in this era of world
hi story. The next question is, as Sterling suggested, a

"Pax Mafiosa' (1994b), (the concept that international
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organi zed crime groupi ngs are working together efficiently
and harnoni ously, and dividing the gl obe between then) is
really under formation or not? It would be a m stake to
take this too far at the nonment, but it is evident that
worl d states have not the luxury to take the transnati onal
crimnal activity as a sole | aw enforcenent problem
anynore. The nmenace stenmm ng fromthe transnati ona

organi zed crimnal activity to the national securities of
the countries is growm ng and stabilization of the
international political-economc systemis clearly under
attack. Unl ess proper neasures are taken in national and
international |evel, the transformati on of the *Pax

Mafi osa” nyth into true is not a distance possibility.
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