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Mr. ~hairman, ~ appreciate. the ,t?Pportunity'to discuss th= 
, 

issue of international organized crime. The activities 0:: 
. . . 

~uch groups range from the production and saleof·illegal 
, . 

dr~gs to support for terrorist. groups, smuggling illegal 

aliens I engaging in financial _and banking .. frau~/_ a.:p,d 
... _'. . . '. • -" •...• o. . • ~. -' .. ,. -', -" ..•..••..• ,., 

.. --
attempting ~o broker the purch~se of ~ .. materials''-for the 

production of weapons of mass destruction. :., 
", \: . ,.,. ... .... 

We 'are all aware of the' enormous financial·reso:urc.es, 

intern~t~onal linksJand.~roclivity for ~iolenoe that· . .. . . 
. ~ . .' . .' ','.. . 

oharaoterize ·these criminal 'groups. But organized crime 
.' ,_ ... : .• :: .;~' • -::. ,,',. ' •.• _ ' ... ~ • I. ,,'- : '.' ". 

group's alscr.:rely. increasingly b~· techn91ogy' a.nd . 
• '. ."... -.•• , ~'... .! .'~" . '. • ..' •• 

sophisticated· international business techniqUes."to maintain 

'the·i;;-:~p~~ati~-;;~·'.-;~d thw~·~~-., '~~w '~:~~~;~~m~nt :~~f~~~~-~ ;,' 
, '. 

Inqeed, . some criminal' organizations usesophieq:icated' 
., . : - "'.' '-:-' -,' . . .. 

. ~arketi:rig as~e~sments to guide .:their: :6per~tion:a, a'~d study 
• ••• ••• - :',... .' •• ," .' I, • .... ;' ., ... .;' • • • .,' 

. '.'. trade pa~terns!.t,o .·f~cilit.~t~,:,.~muggling.. Many 'groups' - -' and 
...... :. . ... : . ~ .. '. '":.,''' . ',.. ...... 

,',. ,. 
.. :-~ : . ..•. ..... -:.- .. - ":. ' .. ': . ,. 
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the most capable drug trafficking organizations -- have 

~ fluid and decentralized structures to allow them not only to 

adapt to rapid changes in the marketplace, but to 

challenges, either from competitors or governments. The 

picture can often be a stark one, with criminal 

orga~ization~ undermining governments, disrup,~ing local 

economies, and driving up exponentially the rate of violent 

~ 

crime. 

Just as we have focused for decades on understanding the 

motives and policies of adversaries l so here too we are 

devoting our efforts to understanding the structure, 

composition, methods and goals of organized criminal groups, 

whether this entails drug traffickers in South America, the 

Maf,ia in ttaly, 'the Chinese Triads, 'or organized crime in 

the former soviet Union. In addition we need to understand 

the complex interplay between their illegal activities, 

their efforts to forge international criminal links, their 

money laundering schemes, and their impact on local, and 

even national and regional st~ility. 

Mr. Chairman there' is a major difference between:the 

challenge posed by international crime and that pose'd by 

nations who have be,en our adversaries. As ,a rule J nations 

do not exist in a con'stant state of. confiict. Even during 
i 

the long struggle of the cold war, when cooperation was not 

~ . feasi~le, communication was possible. From quiet diplomacy ., ~ ..;..-

.2 
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to public demarches, from hot-lines to summitry, the means 

~ could be found to try to settle disputes. Often, the 

negotiating table was just a phone call away. 

~ 

~ 

with organized crime there is no such table. The tools of 

diplomacy have no meaning to groups whose business revolves 

around drug trafficking, extortion, and murder. And when 

international organized crime can threaten the stability of 

regions and the very viability of 'nations, the issues are 

far from being exclusively in the realm of law enforcement; 

they' also become a matter of national security. 

To meet the challenges posed by these groups, cooperation 

between the worlds of intelligence and law enforcement is 

n9t a choice, it is a necessity. This is not just my view; 

it is shared by Attorney General Janet Reno, by FBI Director 

Louis Freeh, and by the heads of other agencies in both 

communities. 

I also believe that the active involvement and support of 

the members of congress, including this committee,' is vital 

in h.elping us craft the most effec~ive resP9.nses tc!. 

international organized crime. And I believe we must also 

maintain and expand our cooperative efforts with other 

countries -- be they old friends or former adversaries in 

, -, order to .,expose and defeat international crime. 

3 
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This morning I would like to review several organized crime 

issues, describe the efforts underway in the intelligence 

community in addressing these issues, and highlight the 

growing relationship between the worlds of intelligence and 

law enforcement. 

Na.rcotics 

r.:> 

Narootics trafficking is the international criminal activity 

with the most serious impact on societies -- and it is the 

most'substantial money-maker for criminal groups. For these' 

reasons, Mr. Chairman, I will devote much of my opening 

statement to this issue . 

Drug trafficking is a crisis that literally spans the globe. 

Let me begin with Latin America. As you are aware Mr. 

Chairman, Latin American narcotics'traffickers'-­

particul~rly the Cali drug groups -- control the hugely 

profitable worldwide cocaine trade. ~atin traffickers are 
'~'- " 

the sole supp1.iers, of cocaine to the us market. They 
, , 

orchestrate the production of cocaine base in'Peru and 

Bolivi:a! its shi~rrient ,to Colomb,is. for fi%:!-al refining, :."and 

its transport 'through central America, Mexico, or, the, 

·Caribbean ~nto the United states. Coca leaf production in 

South Arne'rica is sufficient to prod:uce nearly ·800 metric 
, i 

tons of cocaine. If only.'half the cocaine 'produced ,from it, 

were shipped to the United States,it could have a wholesale. 
~ ~ .' 
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value on the order of $10 billion, and perhaps five times 

that value on the streets. 

P.5 

Not content with dominating the cocaine market, Colombian 

drug organizations have sought to build their own capability 

to produce heroin: opium poppy cUltivation has increased 

substantially in Colombia, and heroin processing labs are 

multiplying. As a result, traffickers are also stepping up 

their efforts to ship heroin to the United States. 

Although North America is the' dominant market for these 

drugs, the trafficking groups are expanding into Europe as 

well. colombian traffickers are increasingly using groups 

in Brazil, Argentina, Chile and Venezuela to transship 

cocaine eo Europe, though distribut'ion remains in the hands 

of European -- principally Italian -- organized crime. This 

year European authorities already have seiz'ed over 11 metric 

tons of cooaine, compared with about ~6 metric tons for all 

of last year. 

. , 

In the Far East the drug menace comes from t'he production of 

her.oiu, with Burma remaining the world t s l~fg'~st opium, 

producer, accounting for some 70 percent of world 

production, and 90 peroent of the estimated 2,900 metr±c 

tons of opium produced in the Golqen Triangle in,1993. 
; 

""'Althou'gh most of the-"opium---produced Di actually consumed in 
.. 

•• 
5 
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the region, more than half of the refined heroin available 

4It in the United states comes from Southeast Asia. 

•. -

'-. -- - .-.•... 

•• 
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Large amounts of heroin are also prod~ced in southwest Asia, 

where opium is grown in Pakistan and Afghanistan. Most of 

the opium is processed into morphine base in Pakistan, 

although opiate processins is increasing in Afghanistan. 

Most of the southwest Asian heroin which is consumed in the 

West transits Turkey, to be delivered to organized .crime. 
'. 

groups for distribution in Europe or the United States. 

Ethnic Chinese organized crime groups -~ 'sometimes called 

tr~ads are involved in a host of criminal .enterprises, 

.: ;incl udi'ng smuggl.ing aliE?ns .into the _ Uni t.ed stat~s. These. 

t~iadsa~'fluid associations of 'criminals and quasi­

legitimate businessmen based on contact net~orks and 
i\...;. ... 

cultural, geographic and ~inguistic ties. The¥ span 
\ 

international boundaries to reach out 'wherever. there is a 

sizable ethnic Chinese community_ For exat:nple; 1;:hose 

smu'ggled "i~t~ 'the United States -- and ther.e·,w-ere ~OO/:OOQ ','. 
. . ~ . 

':'la'~f-; i~~;- ~'~"-~~~:' inde~t~~~d '~~"~riminal.·grotips who arrang~d-

their' illegal' entry-. . These aliens comprise .a. pot.ential:· 
• •• • • w', • ••• ~. -" _..... • :":"'-:':":'.!--.-.~:. ... :. 

re·cruitment. pool for criminal ente:rprises ;, .. " 

.. 
What sustains these triads in large' measure" is," drug 
" ", ... 'f o' 

j 

.. _ .. _t.raffi·ck;lng;"in~heroin .... The:'triads':'play;an' important-:'role, in 
o' • • '. • o· " 

worldwide heroin traffick~ngby ~ac~~itating transport and 
.~. v 

. .' 
." 

.. . 

:.- _. --.:. ..... : 

'. . . 
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providi:ng a network of contacts for triad-affiliated 

• smugglers. They play --a particularly important role in 

moving heroin through transshipment hubs such as Hong Kong, 

Taiwan and Singapore, due to their influence over 

transportation unions and shipping companies. 

Italian organized crime reaps huge profits from trafficking 

both in cocaine and heroin. The Mafia has been actively 

marketing heroin for over forty years, with most of , the-
I 

heroin originating in Southwest Asia. A government 

crackdown in the mid-1980B -led-to the dismantlement of 

hero-in laboratories in Sicily and -Calabria·.~ .. 'U~d'aunted, 

-. -" Italian groups began to acguirerefinedheroin primarily" 

• ;:'_"_'_~ through T~rkiSh .hrokers. 

• 
.-

In addition to drawing·heroin from Southwest Asia, Ital'ian' 
:.~' 

organized crime has turned to South.America·f~ cocaine . 
. ' . 

The reason is simple: in Europe I where the user pop~lation 

is growing I . cocaine sells for 'two 'to three t'ime~! the ,.uS 
" ••• _. _._ 0.· . '. " .. ':: 

pr:i.~e. 'ital'iancritninal'groups were 
_ •• , •• .: •• :,:._~.,:"".~,,_""_'" •••••• 0, ..... ,.: 

cocaine s.eizu·~es ~n ~taly and France 

netted a total of·G.7 tons.' 
, .'. 

" . , .,,' . .,.' ',\' ••• _, _' ..... ,r"·'·' ~ 

. Finally, I need to mention,Nigerian.cril,ltinal' enterprises.' -.. . ., ., '. . . . 

Although' ,these criminal groups h'ave est.ablished a reputation 
. ', ... i' .' . • , . ; .. ,,' .. : : 

'" ... ··in ',the '·United:·'States· for"iidgnificant eredit"'c'ard:'f:raud/~ they" 
f,' ,. ," "! ~ '. •• • ....... . 

playa major role in ~rug tra££ic~ing .. ~he state Department 
.. ~ .,;...; 

.. ".-: , 
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• 
earlier this month reported that some 35-40 percent of all 

-
heroin entering the United States is brought in.by 

Nigerians. Nigerians specialize in one part of the 
-

trafficking chain: transporting drugs from brokers to 

wholesale distributors in oonsumer countries. They oarry a 

significant portio~ of the heroin produoed in Southeast Asia 

from Thailand through Lagos to Europe. In the 1990s they 

expanded their activities further to include carry~ng South 

American cocaine from. Bra2il to Europe via Lagos. 

Mr. Chairman, the debilitating impact of drug trafficking 

takes many forms!' . political corruption, terrorism, 

... violence, and serious economic d.:i,slocations. Let me briefly 

... ' describe each of these . •. . . -........ , :".- ...... -.' . - :. ... -

• 

Drug kingpins' in South America have gone beyond·local 
'.,.. 

corruption. to influence not only a'br0al:¢l:arra¥'of 'government 

officials, but eleotions and decision-making at the national 

·level .. For example, lawyers working for the Cali'kingpins 

-..... ' 

' .. '. " ~ '. 
~ .: .' '. .~. '. " ". _. :,. .' .' .M •• .... •• • 

helped"to shape last'year's legislative rei6rm'"of ·the legal ... __ ... . '. .. . .. " '" ....... . 

~y~~'~~' ~~~ .. ~ ;eform ·~h6~-e: v~;; ·;~o;~·si"c)~~ ""hh~': k-~'~~'i~~ . are' .. ' --: ......... < '. j 

.. " . 
now using in' an attempt to gain easy plea' bargs:·i~ing.> .::~.:" 

... 
agreements. . ... : ....... :.: ........ ' 

., :.' •. !, .: .. : •.•..•. 

The'''drUg industry has established mutually heneficial 

a~;;'~~:~~nts w.ith·~~~urgent ... o.; terrorist· .. groups in':~ ·number····: .. ':: 
. . 

of cOUI:ttries, notably the sendero Luminoso in Peru I and the .... 
. .~ ~ 

8 . 
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Revolutionary Armed Forces, or FARC 1 in Columbia. While the 

~ relationship between these insurgents or terrorist groups 

and drug traffickers has been contentious at times l 

• 

• 

insurgents are someti1lles pa;d to provide security s~rvices 

for drug traffickers, they often "taxI! drug operations in 

order to fund their terror campaigns, and, i~ some 

instances, they are directly involved in drug cultivation 

and production. 

Drug traffickers and other members of 'irit'ernational 

organized criminal groups are notoriously violent. In 
-

response 'to the anti-Mafia oampaigns launched in the early 

19aos", the Mafia murdered ohi~f anti-Ma.fia ".judges Falcone . 
,and .Borsellino in thE? ~ummer· of ·'1.9.92. Last' May" the 

. Arc::hbishop"·of' Guadalajara was gunned do~ by traffickers, " 

and last month'an Italian priest-in Naples who had urged his 
:.~ 

parishioners to reject the Neapolitian based C~orra 

criminal organization was shot dead in church while 

preparing for mass. 

'i~: ~~uth ~~;ica homicide levels in 

. , 
,-, -.. _. . 

.those ·of, Bogota, . 'a city with four times the popUlation. ' 

. ... '.' 

Colombian press reports link C?l~mb~an kingpiri Iyan,lJrdinola 

.to over ~oo murders. 

, . . . , .... ~ - -. 
" ' 

..'1. 
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The estimated $200-300 billion in drug profits alone 

'. generated by drug trafficking has spawned a huge industry to 

service the needs of the kingpins to'disguise the illegal 

source of their money, Western and Latin American organized 

• 

0' 

• 
''';Q.. 0 _ 

crime groups, such as the Cali cartel, depend primarily on 

international wire' transfers to launder their illicit funds. 

Much of it goes through offshore banking centers such as 

Panama and the cayman Islands. In Latin America and Europe, 

traffickers are turning increa.singly to independent 

launderers to handle their funds. These are often 

successful businessmen with connections in their own right 

who can move money quickly and confidentially across 

international borders. To·frustrate international law 

enforcem~n~ pressures, 9rg~nizedocrime g~oup~.are. ~xploit~ng 

em~rging offshore 'financial centers ·in Asia, including'in 

such locales as vanuatu. 
: .. ~ 

\ 

.~-

The impact of money laundering and in.filtration of local 

economie~ can be devastating. In countries 'such as 
, 

Colombia, which·is being flooded with US currency;. the 

inflow of funds has pushed up the value of the 'peso to the 
.... '" . 

point where locally produced goods are·no 'It;:inger 9pmpetitiye 

in the global marketplace. . In fact I countr'ies such as 

Colombia and Venezuela are witnessing the wholesale 

displacement of legitimate businesses' from sectors of the 
i 

econ~my such as construction, tourism, and agriculture 

because launderer~controlled companies are using their, 
._>, 

, ....,... 
" . .. 
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laundering commissions as subsidies to undercut their 

~ competitors. 

, " 

~' 

~ 

W~apon$ of ,Mass OestructiQD 

Mr. Chairman I while narcotics tra,fficking is the preeminent 

illicit activity of organized crime, there are other areas 

of concern that we monitor carefully. I mentioned terrorism 

in the case of Peru and Colombia, Let me t'ake 'a few minutes' " 

to discuss the issue 'of proliferation of weapons of mass 

destruction. 

Although they are not yet heavily involved in these 

activities, organized crime ,groups have the financial means 

and the qlandestine networks which could appeal to potential 

customers eager to acquire expertise or material for weapons 
~ ~ '" 

of mass destruction. I will speak to the topic of organized 

crime and nuclear safety in Russia later in my remarks 

today. " But let me say that we can ill a'fford to assume that 
~:, . 

'because broke ring such transactions p.as not "beena" maj or ' 
, -

activity of organized crime ~An the past ,we: 'can therefore 

relax our guard and be confident that such iii ~!'cbnt":i.nge'ricy.'~: 
. '.. . . 

will not develop in the future." 

" -

The CIA's Nonproliferation Center seeks to uncover and 
( 

interdict· attemptE' by countries seeking 'weapons of mass' , 

destruction tQ acquire technologx, designs, components and 
~ ...;,.. .. 

11 
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military systems. Technology often ends up being illegally 

~ procured for a weapons progr~m through a complex web of 

procurement agents, brokers, banks, manufacturers, freight 

forwarders, shippers, false end-users, secondary freight 

forwarders, and secondary shippers -- in sum: through a 

transfer network designed to circumvent ex-iating safeguards 

or restrictions. The intelligence community works with 

qustoms, FBI, as well 'as with other foreign governments to 

monitor potentially dangerous transfers of· material. Here 

tOOl such cooperation will remain critical. 

.' 

• 

Russia and the FSU 

Mr. Chairman, let me now turn to ,an issue :of .. growing concern' 

to the Ru!sian government 'and to other governments 

throughout the former Soviet Union: 

organized crime. 

the significant rise in 

Organized crime is not a new phenomenon in Russian or Soviet 

history .. ' During the Soviet era, criminal groups and the 

black market functioned almost as an extension, of the 

Communist party and the KGB I who used a_ ~' ~e<?ond' "ec~nomy" . for 

their own purposes. These criminal organizatio,ns, have 

outlived the state which fostered them. 

t 

As,part'of .. their reform programs, Russia and 'other successor . ~.- ..... .. . 
states to the soviet union have moved -- in various degrees 

,~ :.v 
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-- to decentralize their economi~s, reduce the intrusive 

nature of their internal security apparatus and open their 

borders. Yet, these steps -- neoessary for the transition 

to democracy and a market eoonomy -- when combined with 
. . .. 

severe economio dislocation and widespread oorruption, have 

led to signi.ficant expansion in organized crime. 

Indeed, President Yeltsin stated in his Federation Addre~s .. 

in February that organized crime.was the number one problem. 

facing Rus'sia ,'- 'l'heir statistics bear him"·out. According to 

the Russian Ministry of Internal Affairs .~!?:ere"· are roughly" 
.. 

5,700 organized crime groups in Russia, with an additional' 

1,000 in the' other former Soviet republi.cs, Many of these 

.~. 'organizations' are' actually 'smal1~-' local' groups 'of petty':' -.; .... 
.. . " 

thieves, and would n9t fit a Western definition' of 
"organized"crime. II However., of the 5,700; 2.00 are large, 

"~. . \. 

sophisticated c~iminal organizations engaged r.h criminal 

activity throughout the former Soviet Union and in 29 other 

countries. Evidence of this growth' is widespread: 

•••• < 

" 

•• ',"' __ '," • " N" 
~ .,'.. . • _0

0 
',' •• - - .-.... ~.~- : .. :.... . ... , ..... ~ ..... ";.-. 

R~ss~an interior ministr:y official~ said .. ~~:r:lie;~ t~is ':". '::-"':'!:' -: .. 

_, .. _. .. .. ·;.e~·; t;~at 40 ,000 state and private Emtei-priseg.~:iii:i :t~.::. 1;:-:..::.:-.;.~.' .. G~~\~r.\::~::;,~.~~,~."7.~:;;.' 
... ..". -_. "';'- .':. ," 

controi1ed by organized crime 1 and that criminal" gr·ol.1ps ..... , 
using' such.tactic~ as .bribery,· kidnapping and' murder were. . . " . 

. gaining dontrolling influence over ; many. of 'Russia' 9'.'1',800 
I 

!'j . " -.~ ... ... - .: • 0 ............... ",: ;. 

• . \ .' . . . 
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A recent report prepared by President Yeltsin's staff, 

• concluded t.hat 70-80 percent of privatized enterpris'es and 

c~mmerc1al banks have been victims of extortion. 

• 

Russian criminal groups are ac'tively involved in the illegal' 

tran~port ~d sale of narcotics " antiques I i~~ns I raw 

materials, stolen vehicles, illegal immigrants, weapons, and 

,:3ome nuclear materials.' 

We have not seen significan.t quantities of weapons-grade 
. ' 

materials or any nuclear warheids smuggled out of the former 

Soviet Union I but t.here have been various reports of thefts 
.. , 

'of low grade 'nuclear materials. In many 'cases the thieves . 
,- or smuggl~rs have been apprehended. There· have. also: been " 

reports o~ offers to sell such materials on the black 

market} but these generally have been scams .. ' However, we 
:,.,;. 

remain concerned about the potential for invol~ement of 

organized crime in this area because these groups have the 

resources with which to bribe nuclear weapons. handie~s or 

employees at' facilities with weapons-grade nucle~r mate;t:'ial,. 

They also have established smuggling networks ··~hat·: could be ' ' 

.. 

!.-' •. 

,. .... ;', . 

... , .. ~ ... '. : .. '-- . , " .. ..... ,!. 

Crimipal groups are also targeting the financial sector, 
, , 

where economic reforms have led to explosions in'the number 
, 

, ":, of banks I: 'in -the', complexity of their -t:ransact.:i.ons I and in ,-": 

• the geographic scope of their act~vities. Sanking 
- ""i:I> ..;..; 
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regula~ors, long accustomed to watching over ~elatively few 
, . 

~ banks in a closed economic system, are overwhelmed. As 

• 

~ 

• 

such, these banks have become a partic,ular target for money 

laundering schemes. Indeed, links have been forged between 

Russian'and Italian organized crime groups to move money 

thro~gh the Russian banking system. In addition to taking 

advantage of these banks, org~n1zed crime groups have set up 

;front companies throughout Eastern Europe and Russia. 

,_.p: I.t w
' 'P;. '! .• " 

The powe~ of Russian organized crime is largely due' to their, 

ties'to corrupt government officials.' 
.. - ..., 

The low pay and 
, ' , 

,. " ._ • __ w· .......... 

inherent uncertainty'of the political system appears to have 

convinced ,many officials at all levels to feather their 

l'l:es~s wh~le they. ,c~:n~' . ,Organized ,crime has' .. been more than 

wi,lling to'explpit'the situation:',' 

"''t:\. 
criminal groups may be spending as much as~30-50 percent· w 

\ 

of their' profits trying to buy off 'well-connected gov~rnment 

officials, including customs, militia and p~lice offi~ials." 

··i. -:-:- --'--' 

.-,p •• , • 

ot-... :.·.:", "': ~p_:~,z .... ~ .. -.·: ~ .. _ .... ,_._- ... " .... .... .' --. '" . .... .,. 

-' ., .P P - - " ..... ,' . :- .... -... 
t'.,p~_.). '.,': !"~:'.~::: I .~.::/.;; , .. i:r.~:..'·fJ{'~J·; •... -:::~,:. 

P. .... •••• .,. .. • ••••••••• ' ::'"'.:' :~~""='_ .... ... .. ' :.: .. ,.' .. .' 

Former a:nd: current security service officers ~re being .:. 
I' • • •• 

recruited by'~rgahi~ed criminal grb~ps 'who" seek-- tb:~',h~h::~f:j;t;~:~ :~t~J~"::m" \~,,;:;~" : 
• • P : •• :~:: '::. : • '".....:... .' • '.: ... ' -' .... ,p '.. • "';'" ..... • p .. : ._. '" -0 .:..... • - ••• , • :" • 

fro'm', their. :operation~l :,~kills -arid interriaiio-n~l,"conn'ectfon'~.<: .. ,'.:,'~,;.,.-,:'::,\,~ ~~,":L::, 
I • • • • P 

• • .. ~ "! •••• , • - ... t", • 

who has monitored the Russian armed forces.$ince the . ~ 
,'9 ... ~ . . ...... . -, ;, . 
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collapse of the soviet Union. The rule has been inadequate 

~ funding, poor housing, erratic pay, insufficient food, fuel, 

and clothing, manning shortfalls, ~nd decl~ning mora~e. 

These conditions make members of the Russian military 

e· 

., 

especially susceptible to criminals who want to purchase 

weaP9ns or ~se military vehicles to transport,contraband 

including narcotics. In addition, military personnel -­

including special force's personnel -- are being recruited by 

organized criminal groups who value their skilr~':,~' 

particul~rly with various types of weapons . 

.. 
The assassination earlier this month of a reputed "maf~a 

kingpin in Moscow may provide 'a"glimpse of the capability of 

. some of these groups .. , The victim was shot once· in the. head': ............. -... -
.. 

and twice i'h.the·chest with a sniper's rifle' from a distance 

of two huncired yards . 

.. 
The proliferation of organized crime in' Russia:has also been 

followed .by increased ties' between these crimirt~l group~'~nd::' 
o~gadl~e'~'6ri;;~ 'abr9:a'd: ". :Let: . ~e -' ~~ ~~. ~e~~;~i" ~~~~~i~i~+' .-:: ~:,:. '::.:-:. ~~. 

• "':. • . ' " ... - ..... • "1 

. . ~ ':', -0, • . ,.' ......... : 
". ., ,~ . . ." T r .... ···' I" ...... :0 'J';";\!~; ; r- -z .. t·.'-:-::'"; ..... "'~f r';--~'; 

"In mid 1992 Italian and .R~sf?.;L . .3:n organized.:cri~e·-group-s--::-.~."-.-.~~~ .~.:' .;:-.--..~ 

. ~e~ .i~~·'~Ze·C;h6s1ivak~·a~·ari:d-·'arr~·ge~'ui· ';~9-r;ied that'"the . Italians; ... -.;;-7": .... ," .. ::::c;: .. ;.; .. 

wC?uld provide the IIknow-:how". to acquire, and d.ist~.ib~te ..... .' .'. 

drugs I while ·the. Russians '~ould p;oyi~e:, securft'y-' 'for tra~si t '. ':'., ..... 
. ~ . -" '. 

i .. ' . '. 
' .... "- ··routes .and 'dis'tributi6n net.works>··::::,·.~·~: .':,""'. ~'::'.~::'-·"?;5J~.·..:<:;· -::':~ .. ;.: .. ::-:, .. -.::;,;,. :'.'--' 
. . ."-". . . 

: " ~ '; 

• .~ 
. ~ .. ," 
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~~ Russian criminal groups have forged similar ties with 

• CE!olombian· cocaine traffickers, helping th~m develop new 

routes into Europe. Russian criminals are also transporting 

narcotic's from Iran, A~ghanistanJ Pakistan, and the Central 

Asian states to Russia for transshipment to Europe and North' 

America . 
. '.' 

In February 1993, Peruvian police broke up a drug ring· 

that was allegedly shipping' cocaine to Italy···by·way·:of··: ',,,, , .. : '. ,., ........ " 

• 

• 
. ~ 

Moscow in the soles of shoes. 

SO'pervasive is the problem of organized crime in ~ussia 

that a poll conducted .in Russian cities in March of this 

year reported.a.plurality 'of. 23.percent·who believed that . . . ..... .' -.- . 

organized -,crime was running the·~owj·try -- while only. 14 

percent thought· that President Yeltsin was in control . 

. Mr. Chairman, the ramifications are enormous. 'For Russia 

itself " there is. a real threat that the surge 'in crime. will. .. 
, ' .. 

so~r t~~' :~~:8.8ian· peo'ple on·Yeltsin' s ';eform::program ·and .... 

" . 

drive them into the arms of Russia's hardline political ~. ...... ...... . -,'~' " 

.' . 
• " '! 

forces. Public fear of.:. c:t:ime. )~as been .cited .'as-l .. a'·'primary .-'.:-1 .:~.~~( .. ,o .. :. , .. . - . . '" . . .. ~ . '.. . ., . .:.:. .... '" ." ...... -:... ........ . . 

. motivati~~' for about- three-fourths of'those-'who voted' for" 
...... ,'., ., 

.. Va~dimir ;Zh1.rinovaky in the December l~gislative .. elections, . .. ," ........ . 

. ~nd ~~ m~·morand~m .. ;~l~as~d b~/p~E:sidet}t .. Ye_~.tsin·"~. off~.ce·"this .:_~' .. ::.~~ '~: .. :~ . 
. ... , ... 'i' .... . ·.......0. '." .. .. .' ... 

• January~;:e,:,plicitly' warned that rampant'ocrirne: threatens 0 to· ;; ....... :.:. ,,!::.- ;'3:':";-';~-;'" .. ~ 

" ... , 
.~ .. 
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bring ZhirinoV'sky or other Unational socialists" to power in 

~ the 1996 presidential elections. 

~ 

., .... 

groups do not yet constitute a "mafia u in the sense of a 

mechanism of central control over the various groups -- we 

could say' that Russian organized crime is" still in an 

"organizing" ·stage. But our ooncern is not only with the 

current problem of Russian organized crime, but with its 

future pdtential. Eventually, through a Darwinian process 

of survival of the fittest, many of thes~ crimin~l groups 

could be eli~inated or absorbe!d. by strOT.lger r:i, val s • The 
... ........ . 

daily occurrence of mob shootouts and executions is a 

manifestation'of this process. If these groups move beyond 
: ....... 

their organizing stage and form what could b'e-\palled a 

IIcriminal politburo, II Russians and the international 
. . 

. co~rriuh~ty' will· he 'dealing with ~ powerful'. arid.)'esourceful .. : 

adversary. ." 

.. . - - '.' .'-- .. : .. I ~~",: _' •. P:,; ;1. : . \., 

Meetipgihe Cball~nge "-;.'; . -, -: ,,' 

. ...... _ ....... _ ...... :.-. -. :. .... . 
, .. " .. -: , .... : ..... : .... : ,.: .~.: .......... :':' .' .... . 

f1r .. ·~.Ch.airrn~71f let me fin~11y address . the .work we .are doing 
-, '-' . , _ .. -'''''' . 

. in meeting the chal1e~g~' p.osed by· i·nt~rnational ~rganized 
. '! I 

.... :', ---, 

- ~~ .. . -. 

," .. ,. .. . .. -.~. 
; . 

-", '." 

.: ~ ........ ' :,' .. ' 

- - ':',- ,' .. .:.._-:_ ... ..:.. ... _.-

.. 
", .-

, ..... 
' ........ --" ':",',: -" ,-. ........ , ' .... - " •• ! .. :-......... -t {) ":". :~'~ ...... _~,_ .. . :: :~.' ~. .: :' : ....... ', ,.: ~-.::::,TiL! 'i.'t', ';": .1,:. r 

~ ..,;;:." . 
. " 
18 



• 

• 

Ht-'r-: <::1 ) ':;14 :J.c.. 4::>rl'l ""'-..lH/ ,UDL1L. hr r Hlr-:::> 

There is no one body of expertise that will win the battle 

against international organized crime. The intelligence 

co~mun}ty uses historians, sociologists and linguists to 

track these groups, financial analysts and economists to 

•• t.:..t.J 

expose money laundering schem~sJ technical experts to track 

effor.ts by o~ganized crime to circumvent barriers .or 

safeguards against the proliferation of weapons of mass 

destruction; and political analysts to as~ess the impact of 
organized crim~ on' pOli'~ic~l' and' economic st'a;biii:iy' 'i~ the: ., 

~ . '.' . 

former soviet Union or of,narco~tra£ficking ih Latin America 

or Asia. 

I have also established in the National Intelligence Council 

the po~ition of Nat'1on:al' Intelligence Officer -for"Giob~l 'and 
, 

Multilateral Affairs. 'In this position, Dr. Enid'Schoettle '. 

oversees estimates on' a whole range of issue~~ including 

'organized crime. I the e~vironmel1:t;, population a\nd other 
- ." ... . . 

demographic trends, the United Nations I multilateral . 

• ~ 1 •• " , 

- .. - - peaceke.eping, and AID~':" '.~~~--br~~g~ "'c~nsi'dei-abl~, .-~~.~rience 
.," . ,.!,: . . '-'-;":: i:,": -:":": .;. .... : ". 

'7." ,and ... exper_tis~to the office baaed on'·he;r years at the·; . 
• • _. • " .•• :.' •••••• :11" • • ~ • " '!. ~" 

• 

Council 9~ Foreign R~lations and~~e Ford Foun~ati~~,as . 

well· as her' s'cholarlyresearch. . . .'. . ... . 1?j"-.'.!.~t~~"~};:l';~": ·:-L.:. -,-) ·.·W! !',:: n:,':~·~ .. '. 

In addition ~~: are devoting more r.es~u~ces :to organized .. 

. ~;~me ~~·~~~s :~i~hi~' '~he .:~~t~~l:~~:·~~·~·'.:co~~tini~;·~··::"~n~: i: 'i~~~~d .. , .... .. 

to-·rev~~~our·:re~o~rC~·~·;b~mmi~~·~nt·s-\[n· th'{~ 'a~~~~' ~·ver·-:'th·~·:" . ": ..... : ..... :-:.:--...... ~--: .. 

next several months. 
.' . 

• • 
1.9 
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Mr. Chairman, since narcotics is the'principal money-making 

venture for organized crime, we devote considerable .. .. , -, "' 

- . 
resources to our counternarcotics center -~ established five 

.---.... _. -','- ,---
years ago this month -- to obtain information necessary for 

dis~pting ~nd dismantling key drug traffick~ng 

organizatio~s. Our work has contributed to the success of 

~cilombia's Pablo Escobar Task Force, arrests.of drug 

kingpins in, Bolivia and Peru, disruption of' front: companies"-"::': 

in Panama and Venezuel.a, and -seizure .of large. amounts of 

money and illicit drugs worldwide... We will con~inue to' .. ' 

focus our attenti~n on obtaining informat1on.necessaryfor. 
.... .-

. .. "disrupting and dismantling the entire process ·of· drug ... . ' . 

•• -. traffickirig '-- from transportatio~;,:"to :f:!:-nanc::es;·to ~the . 
. ..-.. 

, chain .of command 
.-··7·:.~ .. 

whether ixiLatiri."America or in' .the.'Far 

East. 
:,~ 

,~-
I 

The seizure of financial assets is critical to cripp~ing 

·drug organizations, ~nd;' indeed, can' often prqve more' :'. 
• • ~ •• ,. ~ '1:, - • .. .. ._t . ' 

". 

damaging to these organizati-ons' than confiscation of drugs .. : ..... , c.. 
... ' ,". . ..".<- -'. ,'"'''' ," .. ,', ~ . ". ..: -,' "" ... -. :.~.' :'. . .. ,:: . .:.. ... , .: .~- .,. . ',' 

themselves. ' Exposing money launderini opera:t:ibns ~~: and' ..).:. .. 

... '. -. hig.hiigh·i~n9:t,he 'pernicious effec'ts' ~ ~1t ·~ozi~¥·.:~l~a'-dnc.fe~i~g ·c,.ri~· ·~.:~-~:t· '-',':, ',:,,::,:, ,:.::;':.:' 
. '.: .. ':. "<"-iob~{ '~~o~omf~s':may' ~'e p~;{~;"'~ff .~~":····~~ii~:i;··~~~· .. ~ightehed''':Th's':';'';~:' : .. .. ....... , 

. . .. .. -- .' ..... ..' : -' . . 
cross-border currency' regulat~ons. - Last year I Venezuela . 

"',: .' ··:-:""·~·~~-6j~-ci':·~~~~~·::·:~:O~~t~~·~··~:. fi~.~·t:~:~~ti~tri;;~~;~·:i~u~~~ri~g'··~t·~t-~~~·~ ~ .. , 
- ..... '''-.~-''.: .. ",.,.. .. , .... ,' . - ._ .. ~- .. ' 

1T •• : • ~. ,:.! ... " .. . '. ,-'to .• - .: .... ,,' .", :. .' .', -:, .' • 

, .......... : .... - Soon··~:aft~r : that 'law·took·:effect/ :it"'was' used' to .. :a.ismantle."a .:.::" .-~-.""" --' . 

.. ~ -,'. :-

", 
.... ~~ .;. ", 

• ~ '. . 
.~ 

" 
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large criminal group which had been launo.ering over a 

~ million dollars per day for the Colombian cartels. 

.- .. 

However, much still needs to be done. Governments in some 
.- . 

countries -- such as the Bahamas, Colombia, and Russia --

have not yet criminalized.money laundering. 

The work against organi'zed crime is resource intensive, 

requiring case offioers and agents' abroad, signals 
. . 

. intercepts I and' even satell.ite imagery. The work here is no 

less' painstaking and demanding'! . unravel'ing "local Chinese" 

dialects used by some· Chinese triads, tracing mon'ey 
•• 4 • 

transfers through three continents, or piecing together drug 

smuggling· operations' from south America or' :East As·ia.' In 
, " ...". - .'. ...... . . 

. our world of diminished resources we are working to ensure 

that every dollar is spent judiciously and e·~fectively. 
'" . \:-

'\0-

We also need to ensure the olosest of cooperation between 

the worlds of intelligence'-and'law enf~rcem~~t .. 
! '.:1'. ~"'.:.." 

. '.. . . 

. ... -, 

Last fall, Attorney. General Reno singled·out·terrorism, drUg 
i. . ".' . ;' ... -, ; .~.~ '~~j.' 0[.: ~ ~ .. : ",:.: " .... '"': -'; t':' ..... ~, :'1 t. R~ 

... _tra~fiok~.ng, .and :z..nternational m~ney laundering-:as :·ach:z..evin·g. .. ...... :. .' .. :'. -. 

~ - . such a ~degree of sophistication' ~S:· to' th:,;~a't·e~-~U. s .. nation~i 

~ security interests. 
,. ••• '!"," 

.. 
.-~ . 

. . 
... ... {'-

The' 'creation of·the Countert·errorisrn· .. ·center i'!i'1986 ;'h~'8' 
. : '.- : ... ,' . 

I';.' 

,4It provided'us with one means of br~ing ~e operational, 
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tec~ological, and analytical capabilities of the 

~ intelligence community together, with represe~tatives from 

appropr~ate law enforcern~nt agencies detailed.to the centers 

to contribute'their perspective and expertise. The 

successful prosecution in t~e World 'Trade Center bombings is 

an example of the importance and success of close 

cooperation between, intelligence and law enforcement 

counter-terrorism efforts. 
.'.! ; 

However, ,the conclusion that we should combine our assets to 

deal 'with organi~ed crime is not so simple. While 

trasnsnational threats oan blur the distinctions between' 
. "-.- ." 

int~lligence~nd law enforcement, we stili'need to be" 

~ .. _. ,"c~gniZan~:. O~" .~~~t"~to~ law I "~6'~~ti,~~~iona~" "r~~~ts" an~ ~~~_,_ .. __ 
, "d~f,fej:ent fn.l.ssions of intell~gence and law enforcement." 

:""" \ .. 
For this reason, the Attorney General and I set~up a task 

force last year to examine the most effective way to enhance 

,> " ":"; 'cooperat=i::on so· that both intellige,~o,e and law e,~forcement "' ' 

officials benefit" to the disadvantage of dr~g: tra'ffic'k"e:i:s>'~' ;:," 
. . . ..... .:~ -.... . . _.- . 

smugglers 1 terrorists I and other criminals,' That 'report is 

warrant particular mention: ' ' 
•• .: ••••• : •••• ~ : ... : ~~.:::. •• ~ •••• .- •• : •• ::.: ,', :" ~ • "0 :~ ...... "-:.-.~ •• " ;:-; •• ~ - •••• 

.. 
...... ... .. . " 

," " 
" ..... 

"" . 

:, : ,": '.i ",: ' 

- :1, •.• ··. .. __ : .... ~-: .... 

• another better in o~der to be mo~~effe:tive at"what each 

" •• " 
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•• 

.•. " c_ .... 

does best . Rotational assignments and cross-training are 

two possibilities. 

second~ because of the changing world and increasing 

overlap in areas of inter'est I we need to establish' better 

mechanisms for information-sharing and effective information 

retrieval. As y~u are aware, over the last year ~~A has 

been striving to implement a number of recommendations made 

by the Agency I B Inspector General to improve ·recordkeep~ng ... 

in the Operations Directorate .. 

. . 

Third, while we will work to ensure· that the·needs·of 

law enforcement agenci~s.for our·intelligence are met, we 
I .... 

must· be sensitive to the limitations~- leg~l'and policy--

oIl:. the in1!elligence cc)mmunity I s ·p~.rttcipat:Con in law' 

enforceme'nt activities. Law enforcement is .an·important 
:.~ 

consumer of intelligence, but one that brings 4nto play 
\ 

dif£e~ent cultures, different rules I and different 

.' . 'obj eati ves. . These at times may create. an understandabl~ 
'... . ._- .. 

"':.'. : tension .. Thus I it must be claar to all wha.t" we····:oan . and ..... .1 ~. 
.•. , : .. _. _ ··.w ... . ..... _. . "..... _. . .~'" ': ",.' -

;~" .. \ :~,~ " . :., -' . cannot do. .. ~ .. . : . 
'.' 

.. :. ;.;.-····Pinally,· we must be 'sensitiveto the· :impor~ant· ne~d to' '.,' . . .'. , .. 

protect sources and metho~s of intelligence, not" only to 

prcite'~~ : ;~~ '.'~~ officers a.br~~d-· a~'~~~il . as . th~:~:~:~:~n~s ··th·ey 
. . . " .' . : ". ~ '. ." :. : ' .• M,· '._ •. 

I • 

.. ' reqruit,.but. to .:protect the invaluable' intelligence "liaison'" ':. 

• relations we have with key al~ie.S~~d ~iendS worldwide. 
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This is not a new concern , but one that will bear careful 
-
~ handling as intelligence and law enforcement work closer 

together. 

Mr. Chairman, 'while the'~ecommendations of the task force 

can help bring our two worlds together, we have already 
, " 

worked to deepen the cooperative·links between CIA and FBI. 

I meet regularly with the Attorney General, as well as with 

the Director of the FBI. For example,' wi thin '·:'the 'pas t, . few .. ; '1.' ":'" 
••• ..!... 

~ 

. -. 
weeks the_Attorney General.and I ~eviewed a joint CIA-FBI 

presentat'ion-' on "Russian organized 'crime ~'" . One result' cif that 

session·has been a'series of interagency meetings as'law 
.. 

. ' enforcement .and 'intelligence agencies better focus our 

efforts~collectiv~ly o~ this critic~~ ~ssue, 

... ,' "," 
. , 

In addit~oni ov~r the past year alorie/'the CIA the Office 
; ... ~ 

of General Counsel, as well as the Directorate" d:, ". ' 
\ 

....• .... . ~ 

Intelligence, the Directorate of Operations, ·and each of the 

centers -.':' has :host~d numerous sessions ~ith 'US AttorileYEf';' 

.. . ::: ' .. 

p'roseoutors ;." ~~d law enforcement~fficers, many of . "whom have .,. _ '" 
- . -. . . 

" 

had little ii:'~ny previo~~'exposur-e 't~ 'the Intelligence. 

Community. :"Tb±ough both' general and 'specialized -brie'£i~gs ";' ., ..... 
. . .. ~ . ".:. ,,' '." .... - '- -' ," .. :. . . . 

..... ', . ···~~d ··~x'~h~;';:~~;·.·'~out couriterte~rorism, :·count~rna·rcot':i.cs-, - . " . 

. ·nonproliferation and economic intelligence'activities:--": 

. . ~.'·~·.',·~iiici·i;i&ii1~:~·~·bt£~~'~ies '''dir~'b;t:';d ~~t·":f6;·~ig·n·:··bii~~;~ ~.'.~" ~:6~~·Jp·t:·~~n.·· .-
. .r..... ", _. . . .... _ • '. • ..'.... ",-' '.' 'r • • • • ..- •••• ' • 

;' 

.' . .and .other antioompetitive practices" - - we ·are· taking 'steps:' . 

• ., 
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__ --j I, " _,...._ .. ' . - - - ... , .. _ ... -

to ensure' effective' cooperation and coo~dination between the 

~ two communities. 

•• 

•• 

Let me conclude with one final point. Unlike wars fought in 

the·past· between nations, there will not be a decisive, 

final viotory in the war against international crime. 

Rather, our success will be measured in increments: the 

arrest of a kingpin, the disruption of a money laundering 

enterprise. The struggle will be long,' painstaking and 

?J.rduous .~. 
~-' ~ .;. 

Often -t.he public will not read about our successes . 

be~ause we are trying to protect. our sources. and ~ethods.as 

we 'p'~ovid,e 'criti'cal intelligence to the PBX, DEAr Customs· 

'Euid . foreigA intelligence services preparing' to 'mo've against 
.' . 

other: .. targets. But I. can promise the members of· this . 

'committee,::and the other .. members of Congress, · .. that we .. ~-1:1.J. 
. 

-do our best to ensure that together -- the world of· 
;~~ 

intelligence and the world of law enforcement -~~we will 

remain' active and vigilant in this fight against 

. intern~tional organized crime. Thank you .. -

. .. ;-.... 

, .. -'- ....... :. " ...... 

. , .. :. 

'" ," .' _. '" I . to 
,.:-.-.. ~ ..... ....:. . ... ~ 
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