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°  ORGANIZED CRIME IN CHICAGO

¢ o FRIDAY, MARCH 4, 1983
L o U.S. Sexare,
b PerMANENT SUBCOMMITTEE ON INVESTIGATIONS
or THE CoMMITTEE ON GOVERNMENTAL AFFAIRS,

Washington, D.C.

The subcommittee met at 9:30 a.m., at the U.S. Courthouse, Chi-

; cago, Ill., under authority of Senate Resolution 7 6, Section 13, dated
b March 2, 1983, Hon. William V. Roth, Jr., presiding.
Members of the subcommittee present: Senator William V. Roth,
. Jr., Republican, Delaware; Senator Warren B. Rudman, Republican,
o New Hampshire; Senator Charles H. Percy, Republican, Illinois;
and Senator Sam Nunn, Democrat, Georgia.

Members of the professional staff present: S. Cass Weiland, chief
counsel; Katherine Bidden, chief clerk; Terry Bostic, staff counsel,
minority; Sarah Presgrave, executive secretary to the chief counsel
of the majority; Phil Ward, legislative assistant to Senator Rudman;
John Maddox, press secretary to Senator Roth; Howard Marks, pro-

fessional staff member, U.S. Senate. o .
[Members present at convening of hearing: Senators Roth, Rud-

man, Percy, and Nunn.]

OPENING STATEMENT OF SENATOR ROTH

Chairman Rora. The subcommittee will please be in order.

Today the U.S. Senate Permanent Subcommittee on Investiga-
tions will continue its probe of organized crime activity. In our first
field hearing, we will focus on the infrastructure of the Chicago crime
syndicate. :

Now, the scope of activities involving the syndicate or mob or
outfit in the Chicago area is truly pervasive. Organized crime in Chi-
cago touches practically everyone’s life or livelihood. And the
evidence shows that the tentacles of mob activity in this city reach
into government, law enforcement, unions, and other legitimate polit-
ical, social,-and economic functions. _ '

Accordingly, I have scheduled these hearings to heighten the pub-
lic’s awareness of just how pervasive criminal influence is in Chicago.

But I have also scheduled these hearings t6 bring to the fore some
;hard questions that need to be asked, hopefully some suggestions and
remediesthat need to be weighed. The hearings of this subcommittee
have been instrumental in providing a basis for passage of a wide
range of criminal laws, including those involving wiretapping author-
ity, antiracketeering, tax disclosure, and union corruption.
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But we are not, after all, just in business to continue a Senate
tradition of inquiring into the scope of structured criminal enter-
prise. Eiven though such a tradition has both heightened public aware-
ness and provided the evidential basis for legislative action against
the activities of organized crime, the simple but chilling fact remains:
The criminal syndicate in Chicago is well and flourishing. It has not
been eradicated nor, I regret to say, even contained.

Indeed, in spite of the best efforts of the committee, its predecessors,
and many outstanding law enforcement people, the Nation is still
overwhelmed by organized criminal activity. So I think it’s time that
we consider taking a different tack.

I believe we must ask ourselves some basic questions, such as: What
are the supporting mechanisms on which organized crime velies? Can
we realistically weaken these supports? Can we somehuw take the
profits out of organized crime? Can we, as a society, ever inflict critical
wounds on the infamous criminal syndicate?

I’'m confident that we can, and I intend to use today’s hearings as
a new first step in building on that confidence.

Today’s lineup of witnesses will undoubtedly reinforce some of
the things we already know, and maybe tell us some things we really
don’t care to hear. But, in any case, I’m convinced that the account-
ing of organized criminal activity that the witnesses give today here
in Chicago will spur and encourage, action. _

Hopefully, the testimony will sufficiently outrage the citizens of
this fine State and elsewhere to the point where they are willing not
only to renew this country’s efforts against the so-called mob, but
also to get behind new and meaningful legislation aimed at the heart
of the criminal infrastructure.

As chairman of this committee, I have read some appalling stories.
I have read with interest many of the documents submitted to this
subcommittee. I have come to the conclusion that the only way to
accomplish our goal is to strike at the very heart of the criminal in-
frastructure. We must do this, frankly, by insisting that State and
local governments increase their efforts in the fight against organized
crime. We must educate local citizens to the fact that the war against
crime is, in part, their war. .

For instance, the Chicago Crime Commission, an outstanding group
that has done good work in this area, has wanted us for some time
to come here, in the concern that millions have been spent to rid
Chicago of organized crime. Instead of improving, the situation may
be worse. S

The commission knows well the reason why. Corruption in this city
hag been rampant. Surely, there exists a need to prosecute corruption.

But I question whether this can be done by new Federal legislation
alone. On the contrary, I do not feel that the feds should be saddled
with the entire problem. Instead, I believe there is room for improved
State and local efforts. I want to use these hearings and others like
them to find out what these improvements might be.

On a larger scale there are some things that can be done at the
Federal level. And 1 can assure the witnesses here today that the
members of this subcommittee are willing to initiate Federal legisla-
tion aimed at helping and complementing whatever steps you take
and the members of your communities decide to do.
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Right now the mob is stron i
_ _ g because it has money and 1 i
;lsl 10 secret that organized crime reaps tremendou}; roﬁ;:) tSfOf e
%{;ﬁ actlérmes. P  Hrom s
ere do these profits go? What effort
n go? s have been m
fll;%iecﬁlngﬁ offshore ? How much money is involved ? As I aé(;(iadtgagg‘e
. the profits be taken out of organized crime? These are ques-’

I will not read my entire
Moy Ad prepared statement it g,
i szlglti?clu_de‘ it in the record as if read in i(;;;l énl?zlill?ez‘;ﬁhout objection,
e rea,lts é;irr;e 1it’s my great plqasure to call upon my colleague from
sideg b fa e of Illinois, who is ranking member on the Republican
» M4, o1 course, chairs the influential and powerful Foreign Rela-

tions Committee, Senator Pe
mitted will be p b e reco;g);. The prepared statement You sub-

OPENING STATEMENT OF SENATOR PERCY

Senator Prrcy. Thank i
. you, Mr. Chairma;
welcome you and Senator Rm,ima,n and Sg;lazgsinis %ITI I?nb;r t? %}'11;.' e
on ,aa t{%ca%l Chicago March day. oage
Xe o express my great appreciation and 1
I%ou forfcalhng this meeting. It’s klfeen over 2ar;ea§§ma§})engsglog sgg
H?llllgmgr %gt gléez(lids faon;hthe Chicago Crime Commiésion, Ji’hil
umner, ad, and others, sitting here today: but i+’
ago that we first talked about fhéir de fre b canings in Chiocas
2 desire to see heari: 1cag

g‘l};yt ﬁ};;ughtl ihzlt %11 thel hearings should not be h%zﬁiuif %ﬁs%ﬁ%ﬁ
: ought to be right out where the crimes ar i |
we ought to focus attention on this. And ju o Solve peapind
ve o _ tter . st as we sol

Iike inflation and bmngmg down bank rate,Js and othgrsgr‘gi)lgll;?sb lteilrgts;

gﬁfﬁign needs, what this subcommittee needs, is the support of the
Why aren’t we more outraged about the kind 1
s of th ap-
pfen that add hundreds and thousands of dollars to thellé(%Stt(}}IF ‘1:133?
? evle:t'y family in the Greater Chicago Area? Is Chicago Whiclg;
i}:gta ways been known as a center of crime, conceding in that ? Those
Cls ought to be available to us. Or are we so callous that we get d
to ]1:t algl gake; 1t ﬁs a matter of course ? sevse
Just aon’t think we can, Mr. Chairman. T have now be
IT)J?I.‘S Oj»FS this d1st1ngu1shpd subcommittee that has jurisolikc):t(iatl)lnahl{l ?:Ilrlle
/3. Oenate for organized crime for about 10 years. I took a posi-
tion on this overall committee and subcommittee because I Wa]?lted
to stay with it, the problem of crime, and to develop legislative
si;rail,ltegles that would set firm limits on organized crime, particularl
right here in Chicago. And certainly the subcommittee has done thzv}tr
in ]Slégpri)taStéhamli) nged% to continue that effort.
© the Dest efforts of local law enforcement— i 1
best efforts—organized crime hag continued to move Wg;isﬁ);fliotfgftl;

Z‘See p. 85 for the prepared statement of Sen
2 See p. 92 for the prepared statement of Sgng.ggi ggx?tl:]y
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across State lines. Only tough Federal legislation rigidly enforced
can ever hope to slow down organized crime.

I’'m very pleased that Judge Webster, Director of the FBI, was
at the Chicago Crime Commission rece}fltion last night with us and
freely discussed what the FBI can and should do in this area.

Organized crime in Chicago today knows no recession, it knows
no unemployment, it knows none of the economic suffering felt by
those of us in the Midwest, which we hope is coming to an end.

Organized crime members doing business in Chicago live high on
the hog in their homes in Palm Springs, Fort Lauderdale, and the
Caribbean. They travel first class. They take fancy vacations. And
who is paying for all this? _

I just wish the people of Chicago would realize that every single
family is underwriting those costs, underwriting the life that they
live, totally free from taxes. They are not paying taxes on those illegal

rofits. ; :

P Citizens are paying, through inflated costs for goods, for services,
higher automobile insurance premiums, and higher taxes, to pay for
soclety’s attempt to curb these thugs.

Take, for example, the recent convictions for embezzlement at the
fish market in New York City which caused substantially higher sea-
food prices for New York City residents. In recent days similar
allegations have been directed toward a wholesale food market in
Chicago which may be driving up the cost of food at the supermarket.
If these reports prove true, I would hope that the authorities move
quickly to stop this. ‘ .

Unfortunately, the popular image portrays organized crime as leav-
ing the innocent bystander alone. Some may ask why we would be
concerned about the sudden death of Allen Dorfman or the attempted
murder of Xen Eto or the syndicate’s control of pornography or
gambling. )

We should be concerned for lots of reasons. The whole organized
crime empire is based on fear, intimidation, and lawlessness. Today 1t
may be Allen Dorfman being murdered by an organized crime trigger-
man. Tomorrow it may be the member of an extremist political move-
ment pulling the trigger on a critic and getting away with it because
he saw how the mob did it and how they got away with it.

Let me just point out on I think it was page 4 as I went through the
Chicago Sun-Times this morning, “South Side chop shop operator shot
to death.” That’s just the daily event that occurred yesterday. We learn
of another murder. Mr. Michael “The Monk” Chorak, shot to death
on the far South Side. I'm quoting you an article by Art Petacque
and Hugh Hough in this morning’s Sun-Times. I quote :

i« .. Chorak was regarded as the chief chop shop operator under Joseph T oey
the Clown’ Lombardo, the underworld boss who is awaiting sentencing following
his conviction in the Teamsters bribery-conspiracy trial.” ‘

Chorak was apparently cooperating with the authorities. And I'll
have more questions about his slaying later. _

Art Petacque, by the way, is one of the best crime reporters we have
in Chicago, and he actually coined the phase “chop shop” when he first
exposed this problem in the mid-1970’s, ,

s
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_ Mr. Chairman, I would ask unanimous consent that the article be
incorporated in the record at this point.

Chairman Roru. Without objection.

[ The newspaper article referred to follows:]

[From the Chicago Sun-Times, Mar. 4, 1983]
Sourr SipE Cror SHOP OPERATOR SHOT T0 DEATH

(By Art Petacque and Hugh Hough)

.A 38-year-old chop shop operator who reportedly had been informing on his
criminal friends was found shot to death Thursday at his Far South Side auto
wrecking yard.

It was learned that the victim, Michael “The Monk” Chorak, was regarded as
the chief chop shop operator under Joseph “Joey the Clown” Lombardo, the
underworld boss who is awaiting sentencing following his conviction in the
Teamsters bribery conspiracy trial.

Chorak was discovered lying face down, a bullet wound in his abdomen, in the
office of M&J Auto Wrecking Co., 1463 E. 130th St.

Ghox:ak, an ex-convict with an extensive record of auto theft, reportedly had
been disposing of his personal property while preparing to enter a federal witness
protection program.

It was learned that Chorak had given extensive information on the chop shop
racket—the sale of parts from stolen vehicles—to Chicago police and the FBI.

The undercover probe, code-named Operation Chisel, has been carried out in
extreme secrecy for the last two years by investigators picked by Police Supt.
Richard J. Brzeczek and Chicago FBI chief Edward D. Hegarty. Chorak’s slaying
came on the eve of a hearing into Chicago organized crime by the Senate Perma-
nent Subcommittee on Investigations. The panel is to meet Friday at the Dirksen
Federal Building.

Investigators said that in the past Chorak had operated one of the largest
chop shop businesses in the Chicago area. A number cf indictments of chop shop
figures had been anticipated on the basis of information he supplied.

Robert P. Subatich, 44 believed targeted for indictment, was found shot to
death Jan. 11 in the trunk of his car at O’'Hare Airport.

Investigators said chop shop suspect Subatich, of Calumet City, and Chorak
once quarreled over a woman and Subatich stabbed Chorak, although not
seriously.

In addition to the auto wrecking business, Chorak operated another firm,
M&J Auto Sales, next door at 1465 E. 130th.

In 1980, Chorak was one of five auto parts dealers joining in a suit against
then-Illinois Secretary of State Alan J. Dixon in an effort to keep State investiga-
tors at least 250 feet from the dealers’ premises. .

Senator Percy. And I would like to point out also to my friends
in the audience, as many of them well know, it was this subcommittee
that years ago began investigations of the Teamsters Health and Wel-
fare Fund. The Teamsters contributed to my last campaign, and I must
say some of them were somewhat unhappy about the fact that I was
the ranking member, minority ranking member, of a subcommittee
to which they had contributed.

I said:

As I understand it, those contributions came from the dues of members. Our
job is to protect the members of the union and let the chips fall where they
may. If Dorfman is guilty, then let the facts prove it. ‘,

And the material that we developed, turned over to the Justice
Department, obviously a great deal has transpired since then.

As the late Billy Dauber, the master chop shop operator, said in
1979, right before he was murdered, “The only thing that organized
crime has to sell is fear.”

Mg anarn
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I understand that now certain motorcycle gangs are emulating
organized crime, even forming alliances with them. The web is ex-
panding and becoming, if anything, more ruthless and more vicious.

I have been particularly concerned about how consumers have been
haunted and harmed by organized crime. Of particular interest is
organized crime’s control of chop shops, clandestine garages where
stolen cars are taken apart. A stolen car used to be a joyride for a
16-year-old, and it would be found the next morning.

Today, within hours, that car could be stolen on orders, on a inter-
state telephone system—that’s the car they are looking for—they
know exactly where one exists. The order comes in. They are picked
up. And inside of a couple of hours, that’s taken to a local chop shop,
and it’s taken and stripped down, and you would never recognize
the car again.

All of the parts that are serial numbered are discarded and dumped
and thrown away in the river. Those that aren’t are the ones that have
the high price and are sold on order from other shops.

When, 3 years ago, we held 4 days of hearings on chop shops,
in Washington ; we introduced legislation, authored the bill to provide
police with an audit trail for component parts stripped away from
stolen cars by organized crime choppers. The total cost would have
been no more than $10 per vehicle for these numbers. Removal of these
numbers would be a Federal crime.

The bill also invoked the antiracketeering statute in case of
suspected chop shop activities. '

I am proud to report that the FBI is now using the hearing tran-
script of that subcommittee hearing as one of its official auto theft
training documents at its training academy at Quantico, Va.

Finally, let me just say that these are just a few of the ways the
problem of chop shops affect the average family. In order to make up
for losses, insurance companies have had to jack up theft rates in
Chicago and major cities affected. )

The chart that we have available that I will hold right here in-
dicates the huge difference in rates for a 1983 Chevrolet Impala across
northern Illinois. Residents living on the South Side and the West
Side of Chicago, many low-income families, have to actually pay
$332, whereas people in outer Cook County pay $105, and rural north-
ern Illinois pays $50. And yet the rates in other parts of the coun-
try, because they are not subject to the one phenomenon, the chop shop,
which makes an organized business by organized crime out of the
theft of automobiles.

The cost is simply horrendous. The cost in Delaware, by the way,
is only $67 compared to these costs right here—$72 in Atlanta.

The National Automobile Theft Bureau, located right here in Palos
Hills, I11., provided me with some astounding data. Just since 1979,
another three and a half million vehicles have been stolen in the United
States. The recovery rate for stolen vehicles has dropped from 59 to
52 percent. L

The total cost of all car-related thefts is $1214 billion. That’s $1214
billion, almost the total gross national product of a great nation such
as Peru.

The cost to the people of the State of Illinois of organized crime
involved in narcotics would even pale to insignificance that particular

cost.
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kept alive the efforts to combat organized crime, They have let us

all know that there ar i
. . are no inno :
crime continues to thrive ang ﬂoui(iag}f, bystanders ag long as organized

Chairman Rorm, Thank you, Chuck.

OPENING STATEMENT OF SENATOR NUNN

Senator Nun~. Thank
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The law enforcement agencies that we will hear from today all do
a very good job under very difficult circumstences. heth

But the one thing that I believe we have to concentrate upon, wheth-
er in Chicago or Washington, D.C., or in Atlanta, Ga., 1§, the mﬁpiy.
We have got to go after the profits. We have got to develop sopt.ls 1-1
cated mechanisms of tracing money across State lines, and nah iona
borders. We have got to start placing the burden on those wl oba,é'e
spending enormous sums of money, with no obvious income, or job, to
account for their income. That is the way, in my view, to put fesgtm
organized crime, and over a period of time, adhere to the cons i ut-}
tional provisions that we all hold dear, and yet, again, to protec
society from what I think is a very cancerous disease that is continuing

o . .
v ;S:’;',OIVII'. Chairman, I am delighted to join you and Senator Rudman%
I am delighted to work with you, and as we continue the work o
this subcommittee. Senator gircy, P’'m delighted to join you again
spring day in Chicago. . _

On(%hrgﬁ'ﬁlf:lr(lmliog}i. Et t}}lris time Igwill call upon our vice chairman,
Senator Rudman, who has a tremendous background and experlenie
for this subcommittee, having served for a number of years as the at-
torney general for New Hampshire.

OPENING STATEMENT OF SENATOR RUDMAN

Senator Rupman. Mr. Chairman, thank you. I have a prepared
statement which I would ask your permission to have included in the
i R ‘Without objection

irman Rora. Without objection. o

ggr?ﬁg?RUDMAN. Mr. Cha,irnjlan, let me simply state that I think it’s
instructive to note that the hearings this subco.mmlttee has hel@ over
the last several years have led to the introduction and passage in t{lle
Senate of very significant lel%lslat(;ilgn to get at the very essence of the

m that Senator Nunn has addressed. _

pr(I)bslSeak, of course, of the Labor-Management Racketeering Act l())f
1982, jointly sponsored by Senator Nunn, you, Mr. Chairman, and ?i’
me. We hope 1t will pass the H(ﬁllse Sthlstyea,r. We have reintroduce
1 'm sure it will again pass the Senate.
lt’fir;dgorﬁlt is simply t%ﬁs, fha,t there are ways for States, as well as
the Federal Government, to deal with organized crime. The evidence
of racketeering in Chicago is overwhelming. The evidence of action
in my own mind in terms of State laws is not exemplary. .If this hear-
ing has any purpose at all, it’s one to adduce evidence that'in some virla,y
will alert the people of this city to the threat of organized crime t. ﬁt
is not only local, Mr. Chairman, but affects the entire Nation; and,
second, to build a sufficient record to introduce legislation both at ,the
State level as well as the Federal level, to help the people of this State
and this country to rid themselves of this enormous economic burden.

Mr. Chairman, ’'m looking forward to the witnesses that we have

re today.
heChairmZn Rora. Thank you, Senator Rudman.

*See page 98 Eor the prepared statement of Senator Rudman.
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record as if read.

At this time I’'m pleased to call Gail Melick, the president,

and Patrick Healy, the executive director, of the Chicago Crime
Commission.

Gentlemen, will you please remain standing, and raise your right |

hands.
[ Witnesses sworn. ]
Chairman Rorn. Please be seated.

First of all, gentlemen, let me thank you for being here, but,
particularly, I want to express the appreciation of this subcommittee
not only for the excellent work that you have done down through
the years, the leadership that you have provided through citizen
action in this most horrendous problem, but also I’'m deeply apprecia-

tive of your aid and assistance in setting up these hearings today.
Will you please proceed.

TESTIMONY OF GAIL MELICK, PRESIDENT, AND PATRICK HEALY,
EXECUTIVE DIRECTOR, CHICAGO CRIME COMMISSION

Mr. MeLick. Mr. Chairman, Senators: I'm Gail Melick, president
of the Chicago Crime Commission. On behalf of the commission mem-
bers and all of those interested in fighting what we believe to be an
insidious invasion of organized crime into the daily lives of Chi-
cagoans, we welcome you and thank you for providing us with this
extraordinary opportunity. For the past 3 years the commission has
been seeking such an opportunity to create higher visibility with the
public and with the governments and their agencies for the many
problems which organized crime brings to us.

While my crime commission office. provides this opportunity to
speak today, I can best serve this subcommittee by having the com-
mission’s law enforcement professionals detail the activities of orga-
nized crime in the Chicago area.

Patrick Healy, our executive director, will focus on the environ-
ment which allows organized crime to continue operating.

Bill Roemer, a former FBI agent and commission consultant, on
organized crime, will provide some history, the current organization
and priorities of these sophisticated criminals, and their political ties.

Finally, Robert Blakey, Notre Dame law professor, former con-
gressional counselor and crime commission legislative consultant, will
offer a package of integrated proposals which we at the Chicago
Crime Commission believe would equip both law enforcement and
crime victims with the tools needed to meet the challenge of well-
regimented and sophisticated organized crime.

. Beyond this data, I can only offer this subcommittee the sense of
citizens, both individuals and corporate that crime does pay in our
country. Perpetrators of all manner of crimes, gambling, drugs,
prostitution, fraud, theft, carry on their activities with enormous prof-
its, little retribution, and at great ¢ost to our communities, These ¢osts
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Professor Blakey will discuss in detail some rational proposals to
thwart theft, fencing, and racketeer-influenced and corrupt organiza-

i i law en-
1 de the easily quantifiable out-of-pocket dollars spent on.
;ﬁglc:m?ent and (i'i(llninal justice administration, the higher than re-

: ) ices. such as auto insurance—and I : tions and to utilize a statewide grand jury, immunity, and electronic
quired costs of .goocllls_ a‘ff tsegl‘é Senator Per ¢y put in front of us— i surveillance to further the interests of society. That is a very typical
Wa§ mtrilgued Wl?; 1; rr?p% ;;%;‘Ilsﬂy athe social costs of such an environ- : thing to say sometimes when the tools we use are the tools they use,
and, perhaps mo: - ) -

ment we live 1n. _ . .
As a resident of the Chicago area and as an executive of Conti

nental Bank, a major employer and taxpayer in Chicago, Itimt %(;I;
cerned and anxious that some concerted action be taken so that o
enforcement agencies can move more effectively against organiz

ime. ) )
01111 am also concerned that, given the tools, they do move more effec

R ignati i 1 Perhaps that
Think about that designation: Organized crime. Perhap:
phra.'slel,1 developed in reaction to the lack of coordination which we
seem to face in opposing this criminal element: We, in the busmisss
community, are continually frustrated by the bureaucratic congtlll'aln ,
lack of coor"dinaftion, legal and administrative roadblocks which seem
to exist, and which result in inaction and poor information flows. .
Good information could be an important key toward acting agaimsd
organized crime. It is rumored that some 700 companies are m&ro ve
with organized crime, perhaps contro}leg by it. If iihte guflﬁ;c;shas ugtllogg
s, 1f such a list of organized crime-related firms, such
’Eﬁ:%gél 1131111(;,1{; Senator Percy mentioned a moment ago, their quasyllsgg,l
entities, and their interactions with legitimate busmqsses: ci)élr E_B
producéd and disseminated. Uf law enforcement agencies cou corrlle
municate their knowledge to business people, perhaps thosg II')teop
could avoid contacts with such mob-mﬁl.tl;:a,tflad gTOlflpféefrfgxﬁz b girrll}j
overtures and information to the appropriate law enfo ent agen
1 from raking profits from underwor
cies, and perhaps prevent them g brofits from underworld
ivities and then laundering funds through legi
act%‘lrlg’lgshiiggo Crime Commission was f01}11nded_. in 191% lb;Zn zo;l}({?slgilrelg
i 1v1 the crime preble 4
business and civic leaders who felt that ¢ xe  existing
1 1d be solved by highlighting the problems a .
ﬁgi%?i}félrclglﬁgunity at large to make %}1{‘1 swift, sure, and just punish-
t criminals deserve; and it worked. i
111e:=,[1111t§1}11:, 1813;0’5 the commission continued this process. Apgeredhby f1:opt
gangsters’ openly illicit activities, the commission published 11’(1 e lrs
Public Enemies List, naming Al Capone as Public Enemy : ot.J b a
term which everyone in the country uses or has used in the las ew
sy S i ime figures, and such pub-
en assessment of organized crime figures, an .
lic%;,fhwa; ggective then, and could be ncw,ts'i?ctel its b%ﬁl'c ,bugigzizgz
t changed in 50 years. They are still the public’s
gggriyl.l%nclj;; thge way they:)é{o business has been altered. They are mo1ie
sophisticated, better managed, and better abli:to use business tools
‘ before. . .
tll%nuivsglut.ion again is to highlight the problem, as you are doing
through public hearings. This will mobilize the law enforcement cgné-
munit?y and the public to work together, motivate them to do the job,
and, hopefully, provide them with some sorely needed tools, or, more
imp:)rtantly, some sorely needed encouragement to be more effective.

M e s s, o

and we do want to use them in the interest of society. The concern
has been, of course, that they might be used otherwise.

History has proved that organized crime is unable to withstand
concentrated publicity. T would comment, as Bob Wiedrich, a most
knowledgeable Chicago Tribune reporter, did yesterday. that your
brief stay in Chicago may lead citizens to wonder about the progress
We can expect in the movement against organized crime. I am not one
of those. I know you are here. I know you are serious. And I know you
can be effective. : .

Your subcommittee is a privileged one, since it’s a permanent sub-
committee. I would urge us to consider today’s hearings as just a begin-
ning. We cannot let another 18 years go by. We cannot let another
mob hit force the issue,

The legislative solutisns we are recommending may he among 2
series of devices needed by law enforcement agencies to gain new
momentum in the fight against organized crime. I truly believe that
criminals are organized and that we are not.

But if and when we do get organized, if and when we set objectives
for ourselves, if and when we work together on common goals, crossing
Federal, State, and Jocal lines, since, to your constituents, such lines
are very hazy as they relate to law enforcement, we can win the fight,

The Chicago Crime Commission, its members, and your Chicago
area constituents are glad you are here. As g result of a recent, barrage
of criminal activity, the Chicago area once again is becoming synony-
mous with organized crime. I urge you to help us gather the informa-
tion, I urge you to help us disseminate the information, and to create
the atmosphere, as well ag help us develop the tools we need to fight
this pervasive, insidious influence,

Thank you.

Chairman Rora. Thank you.

We will hear from Mr. Healy, and then the parel will ask their
questions,

Mr. Healy.

Mr. Heavy. Thank you, Mr. Chairman and Senators, I will agk
that my statement and exhibit be admitted into the record as being
read, and I will refer to a synopsis.*

Chairman Rora. Without objection.

[The exhibit referred to “Gangland Style Murders, 1919-1988,” was

marked as “Exhibit No. 1,” for reference, and may be found in the
files of the subcommittee. ] :

Mr. Heary. Thank you.

_First, we wish to offer, on behalf of the crime commission and the
citizens of Chicago, our full cooperation in your difficult task of try-
ing to focus on the problem of organized crime,

y experience has been 25 years in the prosecutorial field, as a
county prosecutor, Federal prosecutor, head of a national organiza-

*See p. 102 for the prepared statement of Patrick T, Healy.
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tion of prosecutors, and currently 3 years with the Chicago Crime
Commission. I am conversant with and feel comfortable discussing
criminal justice problems.

The purpose of my testimony is to highlight one point, the raw and

" savage power of organized crime and to call to the attention of this

subcommittee and the public, the contempt that the mob has for the
law. I’m sorry to say that the problem that existed 20 years ago is
sti(lll with us today. What we said then is pretty much what we can say
today.

We have been keeping track of gangland slayings since 1919, 94
pages of them in your exhibit totaling 1,081 as we went to press yes-
terday. I’m sorry to say that list is already outdated. As your plane
was landing, we had 1,082. We apologize for greeting you with a
gangland hit.

Chairman Rora. I take it the appearance of the subcommittee didn’t
put fear in the hearts of the mob. ;

Mr. Heavy. But doesn’t that say something for the audacity of
organized crime?

Chairman Rora. It certainly does.

Mr. Heavy. Sheer contempt.

Chairman Roru. Total contempt.

Mr. Heavy. Gangland slayings basically are done to rid one of com-
petitors, to people who welsh on debts, to those who cooperate and
inform, to those who stand in the way of ambitious labor racketeers.
Qr,%gnized crime knows cne rule only: Power, greed, terror, and dis-
cipline.

The record here I’'m sorry to say, does not reflect well on law enforce-
ment. On the other hand, it does not reflect well on the public. -One
cannot point a finger at the other. We all must share the blame.

The public, I’'m sorry to say, has a blasé attitude, one of apathy,
such as what do we care, they are only killing each other. We cannot
tolerate that attitude. If that is what they are doing in full view of the
public—you can imagine what they are doing out of view of the public.
You can imagine the message they are sending to the community. “We
are in charge. Do something about it. We dare you.”

Some people say, “Well, that’s life in the big city. What do you
expect when you go to Chicago, New York, San Francisco, Los
Angeles?”

It may be life in the big city Mr. Chairman, but to the Chicago
Crime Commission and the citizens of Chicago, we do not accept that.
We will not tolerate it. We should not have to live under these con-
ditions, and we ask for your help,

_The murders that we have listed in the exhibit are only done to
highlight a problem. The problem is the administration of the crim-
inal justice system as an entity as it has addressed itself to organized
crime. Therefore, we won’t go into the facts of the murders.

Some of the problems that you should consider are jurisdiction. Law
enforcement agencies are limited by their jurisdiction. When they
reach the limits of that jurisdiction, they have various options: Stop,
terminate the investigation, bring in another agency, or cooperate with
another agency. That has problems. The cooperating or the new agency
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might not have the professionalism of the requesting agency. They
may not care. They may actually be counterproductive or corrupt.

Another problem that you have to consider is resources. Y ou cannot
fight organized crime with a periodic shufling of manpower to meet a
crisis. One-time investigations are not sufficient. We understand the
demands for the taxpayer’s dollar. We understand the pressure on the
taxpayer’s dollar for social services. We also understand the devastat-
ing effect that organized crime has on the social services, and society;
to shortchange law enforcement is to be shortsighted.

PERSONNEL

You cannot fight organized crime with a general peace officer, the
man who has been trained to handle citizen complaints, direct traffic,
and other general peacekeeping duties. He must be highly trained ; we
do not have that at the local level.

You must have sophisticated accountants to follow the paper trail.
You must have career prosecutors, not ones who are passing through,
and, after 2 or 8 years, moving on to higher ground.

You must have intelligence experts. It takes years to develop your
intelligence base, and develop a rapport with the people who will come
to trust you. A constant reshuffling of personnel does not give you
that expertise. , ,

‘We should consider the true structure of organized crime, the people
and companies which are being shielded. As interesting as the chart
is that you will see, I would rather see a chart of people who have been
left off. We can’t seem to get behind the dummy companies, the front
people, and the politicians.

MOB CONTROLLED COMPANIES

There’s no doubt about it. The Chicago Crime Comission in servicing
its members and contributors receives thousands of requests a year,
about 4,800, from people who come to us and say, “We wish to make
a loan,” “We wish to write a policy,” “We wish to buy this company.
Can you tell us if they are organized crime controlled #”

We do what we can. You would be surprised the amount of red flags
that come up just on the general information that we have. '

Another area that should be considered are laws do not keep pace
with the violations. I find it ludicrous to turn law enforcement agen-
cies at the city, county, State, and Federal level loose on a hoodlum
and after a deep investigation catch him in a misdemeanor and rejoice
because we were successful. Something is wrong. We must analyze
our laws to make sure that the sanctions equal the violation.

We should use more fines and confiscation of assets. The name of
the game for organized crime is money. Take their money away, they
are going to lose interest. That’s an oversimplification; but they can
easily do 1 or 2 years if you don’t take their millions away from them.
They will have somebody step in and do it for them. We must strip
them of their ill-gotten gains.

We must review our laws—I don’t think we need new ones—we
must make them more amenable to the type of illegal conduct that is
being pursued by the mob.

19-508 0 - 83 - 2
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PUBLIC ATTITUDE

You encounter a public attitude that a little crime isn’t bad. “What’s
wrong with a little prostitution?” “What’s wrong with a hittle gam-
bling #” “Come on, now, aren’t you being stiff-laced about it ?” Things
like that. ] )

‘What you are really doing is planting and incubating the seed for
organized crime. It’s a short step from realizing that gambling laws
are not enforceable to accepting money not to enforce them. We re-
spectfully submit, Mr. Chairman, that we cannot take the attitude that
a little crime is all right, that we just object to the outrageous viola-
tions. .

I ask you to look at the record. The only thing that counts, whether
it’s in organized crime or the business community, is what is the
record ? I’'m sorry to say the record is bad. We do not enjoy sitting
here and criticizing the law enforcement community. We will do what
we must on behalf of the citizens of Chicago.

But when you look at the record, who of note has gone to jail, not
some soldier, but who of importance has gone to jail?

Has prostitution—and I don’t mean the freelancers—has prostitu-
tion been curtailed ¢ Is gambling stopped ?

We just had the Super Bowl, which is the biggest gambling event
in the history of this country. How many big raids have you heard of
being made ¢ Absolutely none. Every law enforcement officer’ will tell
you the backbone of organized crime, the revenue, is gambling. Where
are the troops? Where are they?

Labor—have the unions been purged ? Isn’t it a sad commentary that
the working man is led by hoodlums? I don’t think the average work-
ing man wants to be led by hoodlums. I don’t think he has got much
say, though.

The efforts at all levels, for the most part, have been a failure. After
20 years, I would like to be able to report a more positive picture, but
I can’t. : ‘ '

‘We must be careful when we paint this picture that someone doesn’t
say, “Well, maybe we need a national police force.” I wounld suggest
you resist that idea to your fullest. We don’t need a national police
force. The fight against organized crime belongs at the local level. We
must start to hold local government responsible for their action or
inaction. It’s time to educate the people, demand more of the people,
and, in turn, demand more of law enforcement.

Thank you, Mr. Chairman. |

Chairman Rorm. Thank you, Mr. Healy.

I would like to announce that we have a very full day, with a num-
ber of excellent witnesses, so that we are going to have to keep very
much on schedule to complete the hearings today.

It’s my intent to, as we often do, forego lunch and hold the hearings
right through until we complete them.

I wouia ask my colleagues on the panel that we keep our questions,
at least in the first round—and I would hope that would complete it,
because we will have authority to submit questions in writing if we
don’t complete them—to 10 minutes per Senator.

Senator Percy. Would it be wise to start out and try a 5-minute
round ?
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P Chairman Rorm. Let’s try 10, but maybe you are right, Senator
ercy.

Senator Percy. Ten leads to 12, 5 leads to 6.

Chairman Rorm. Well, rather than spend time on that, why don’t
we proceed.

Let me again congratulate the commission and the work of you
gentlemen for what you have done. You have hit a number of points
that, frankly, deeply disturb me.

Let me ask you this basic question: I think it was way back in the
fifties that Senator McClellan, as chairman of this subcommittee,
began holding hearings on organized crime in Chicago. And the story
was outrageous. - ‘

What you are telling me today, some 30 years later—the story is still
outrageous today. Our attempts to do something about organized
crime have failed.

Now, let me ask you this question: Is there any area—is there any
area In which they are involved in, gambling, racing, you mentioned
the Super Bowl, prostitution, we know for a fact that they have domi-
nated any number of unions, union racketeering—is there any one line
of their activity where government has been successful in somehow
containing or reducing the mob’s activity ?

Mr. Heary. I'm sorry, Senator, I can’t think of any record that we
would be proud of. |

Chairman Rorw. It’s a dismal story, indeed.

Mr. Heavy. It is. :

Chairman Rorm. I strongly agree with you that law enforcement
must be the primary responsibility of local government, and that is
one of the reasons we are here. We feel it’s important, critically impor-
tant, that State and local officials do more, together with the Federal
Government. And I thought your comment was extremely interesting
that, in a sense, disorganized government is trying to fight organized
crime.

Now, what can we do to provide better coordination, better orga-
nization, between the various levels of government? I’Il just throw
these out. Either gentleman, please feel free to answer the question.

Mr. Mruick. Well, our Senator, Mr. Percy, is an experienced busi-
nessman, and many of you are, too, What would you have done in a
corporation if, in fact, you were not achieving your goals because there
was a lack of coordination ? Minimally, you would find a coordinator,
and that would probably be you, as the chairman of the corporation, if
you were that. '

I do believe that there are some aspects of this—we know—some
aspects of organized crime activities that cross State lines, cross com-
munity lines, and in that sense no one takes responsibility, that is, the
State and local level. If the people can be mobile and move from State
to State or community to community, it’s very difficult to assign re-
sponsibility, which is something that we ought to do.

‘Who's responsibility is it for the gambling joints out in Cook
County, out of the city of Chicago? That is not the responsibility of
the city of Chicago Police Department. It is the responsibility of the
Cook County sheriff. And we should hold them accountable for what
goes on in their area that isn’t brought to justice, whatever that means,
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Second, the FBI, with its intelligent, capable work force, giver. the
right tools and given the right motivathn, surelv can counter orga-
nized crime. The people T know who are in the FBI are more intelli-
gent than most of the people I know, and very capable. They, obviously,
have not been given something. I don’t know what that is. It may be
motivation. But it surely is leadership in terms of the total issue.

You and I know how to coordinate activities. You ask me why they
aren’t, and I don’t know why they aren’t. But I would suggest the
coordination is the responsibility at the Federal level, because it’s
impossible for Chicago to coordinate activities in other cities and
States all by itself. :

It would be nice if people would work together because they have
a common purpose. They usually need some motivation. And the re-
wards ought to be there for those who deliver what we want them to
deliver. :

Chairman Rora. Perhaps the subcommittee should hold some hear-
ings on the lack of coordination and what needs to be done to provide
better organization in the crime efifort. We have, of course, touched
on that generally, but never specifically. .

In your testimony, you make, it seems to me, two points very well.
One is that we have been unsuccessful in attacking the profits, the
illegally gained money. You say you think the laws are adequate. Why
are we not doing a better job at taking the profits out of organized
crime, then? Or are our statutes on the books at the State and local,
as well as Federal, levels adequate today ?

Mr. Heavy., Well, Senator, not completely. We have, as you are
familiar with, the RICO statute. And you’ll be hearing from one of
our consultants toward the end of the day, Mr. Blakey, who has
drafted a package of legislation on behalf of the crime commission
that we will submit to Springfield. The RICO statute should be used
more nationwide. It’s a Federal statute, and encourage adoption of it
at the State level. There should be extensive use of the RICO statute.
But I’'m. sorry to say I don’t think most people appreciate what they
can do with that statute, and I don’t think they appreciate how valu-
able it; is to get af the assets of organized crime figures. It’s a compli-
cated procedure, and there’s a human tendency, what’s complicated js
to be pretty much ignored, or go the easy route.

Chairman Rorr. Would you agree with me that the RICO statute
has not begun to be utilized to the extent it should to attack the in-
frastructure, to attack the assets of organized crime ?

Mr. Heavy. Absolutely, absolutely.

Chairman Rorm. Is it underappreciation?

Mr. Hravy. Underappreciation, because I think it is misunderstood.

Chairman Rorm. Is it too complex ? .

Mr. Heavy. No, I just don’t think the assistants who handle it ap-
preciate the benefit that they can get if they operated to its fullest
extent.

You know, when you talk with trial assistants, there’s a tendency
to trv the case and be on with the next one. Don’t get befuddled with
all types of procedures and fines and remedies like that, because the
excitement is in with the trial up in the courtroom. : o

‘Well, they have to be trained that the case 1s not over uatil the
man is stripped of his assets, not just when he is in jail.
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- But I think the addressing of the RICO problem can be done with
Justice and it can be done on a State level. It’s an educational pro-
gram, as I perceive it. . ‘

Chairman Rorx. Doesn’t the RICO statute afford an opportunity
to really, through conspiracy, attack the infrastructure ?

Mr. Hravy. Absolutely, absolutely.

Chairman Rora. And yet we see very little activity under that law.

Mr. Heary. That’s the message the superiors must get down to the
assistants.

Chairman Rors. I couldn’t agree more.

My time is up.

Senator Percy.

Senator Peroy. I have just a few

Chairman Rora. We’ll give him 5 minutes.

Senator Peroy. I'll take 5, but you’ll give me 10.

I have just a couple of questions. Let’s look at the industrial and
economic climate of Chicago that I lived in all my life. We are losing;
jobs in the city. We need jobs desperately. As industry moves out, wp
build up the tax base of our suburbs, and we lose the tax base right
here in the city.

Is there a relationship between the climate, the quality of life, that
exisis in Chicago and the desirability of industry coming in? Is there a
relationship between concern and fear on the part of businessmen that
they may be subject to shakedowns, they may be subject to all sorts of
harassments, their concern about and their desire to come into Chi-
cago ? Does it cost the city of Chicago desperately needed jobs to have
organized crime as prevalent and as flagrant as'it is?

Mr. Mrerrck. Absolutely. How can we compete with Senator Nunn’s
beautiful climate if we don’t provide a different kind of climate which
perhaps he might not have. One of the climates we can provide to
business is some sense of security for the business itself, that 18, not
having to pay an undue price in terms of taxes, or perhaps some gifts
to political entities or people.in the political body who require you to
pay them a gift to get something done—1°11 call it a gift—the subject
or the problem of security for the assets you own, plus the security for
your people. We are talking about organized crime. There’s g lot of

1sorgamized crime going on out there, too. And the people who work
for me are my people. They are members of my corporate family. I’m
concerned about how well we protect their environment so thak they
can be comfortable. The answer is absolutely yes, for Chicago. If we
don’t do something about it, we get the response—we will continue to
get the response we are getting. We are not adding an awful lot of new
businesses to Chicago. v

Senator Peroy. Let’s just talk about the quality of life in Chicago,
then, which we constantly have worked to improve, and life itself,
actually. If you have joblessness, if you have a third, 40 percent, 50
percent of minority youth out of work, roaming the streets, doesn’t
this lead to narcotics, doesn’t narcotics then lead to erime on the street ?
Isn’t the whole thing pervasive, if we can’t create originally that
climate for jobs, and put more people back to work ? ,

Mr. Merick. Yes. The thing that bothers me is that we know that.
Our commonsense tells us that. And we are not unintelligent people.
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We have at our disposal some resources. We can’t seem to solve these
problems. How do we think those people feel who are the tctal vic-
tims. ? We are partial victims. They are total victims. How do we think
they feel? _

The thing we have to remember, they may be the total victim, but
they are also a very strong voice, because they have a lot more votes
than those of us who are lesser victims.

Senator Percy. When the American public decides to do some-
thing, we really can do it. Jobs are important, and the House acted in
record time yesterday to pass overwhelmingly a jobs bill, and we will
in the Senate also, and the President will sign it.

The 10 percent withholding on interest and dividends, we got
aroused about that. 250,000 communications I have received in 8 weeks,
more than Vietnam, the Panamsa Canal, Watergate combined. I’'m
going to give out Bob Dole’s home address after this.

I don’t need to receive those. -

Mr. Merick. Give them his telephone number. That’s what they
want. - -

Senator Percy. But why 1is it, with the crime commission looked
upon as that coordinating catalyst, which I backed for a quarter of a
century as an industrialist and 16 years in public life, why isn’t it that
we can’t get the public more aroused about this problem, which so ad-
versely affects the quality of life, the number of jobs that we have
available, what we are as a city and community?

Mr. Merick. Well, I think the better question is why can’t we get all
of us aroused? They already know that individually they can’t do
anything. What they don’t know is that collectively they could solve
a lot of these problems by taking care of me and you, that is, put people
in office who really want to solve the problem, buy from companies
that are helping to solve the problem. )

Now, I think their problem is they haven’t found the coalescing
force. Our problem is neither have we. What we need is the coales-
cence. If everyone at that table and everyone behind me—and I can’t
see who all of them are—really went to work on this, plus the local law
enforcement agencies and our Federal agencies, have we any doubt
that we could win? I have none. T have some doubt that we will do
what we have to do to bring the forces together and cause them to
move toward the common cause.

Senator Percy. This subcommittee will do what needs to be done.

Mr. Healy, can you, for the record, submit to us at any time con-
venient to you, but as soon as possible, whatever legislative suggestions
and ideas you have, even those that have been orbited, how strongly
do you back those, and what pressure can we put on our colleagues to
commit them to law? What further steps do we need to take to
strengthen the hand of law enforcement at every level to combat
organized crime? Is that possible for you to do?

Mr. Heavy. Absolutely. We have a legislative package, and you’ll be
hearing from Professor Blakey on that today.

Senator Percy. So we will be hearing later on ?

Mr. Merick. That’s correct.

Senator Percy. Thank you, Mr, Chairman.

Chairman Rora. Thank you.
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Senator Nunn ?

Senator Nunw. Thank you very much, Mr. Chairman.

Mr. Healy, in answer to one of the questions from Senator Roth,
you mentioned that you couldn’t think of any particular area which
has really improved in the last 20 or 30 years. In testimony we will
hear in a few minutes from superintendent of Chicago Police Depart-
ment, Mr. Brzeczek, he states on page 18 that in terms of sex crimes
and vice, Chicago is the cleanest city in the country. Do you agree
with that? )

Mr. Heary. Well, T haven’t read the superintendent’s testimony.

Senator Nun~. Well, let me read this paragraph to you. We are
quoting him, so we will put it in the right context:

‘We have also targeted organized prostitution and pornography in‘such a man-
ner that impaet is aimed at the organized criminal group which derive their
profits from such endeavors. A recent article on the business of vice across the
country appeared in the Chicago Sun-Times, entitled “Sex for Sale.” This article,
yvritten by Rick Kogan, identified the City of Chicago as the cleanest big city
in the country.

That’s the end of the quote.

Mr. Heary. Well, Senator, I would like to accept that statement
and be proud. My hesitancy on that, is I’m trying to recall any im-
portant arrests or convictions we have had during the last 2 or 3 years
in those subject areas.

Are we the worst in the Nation? No, we are not; but T don’t know if
we are the cleanest. All you have to do is just go up and down Mann-
heim Road, South State Street, Van Buren and you will see enough
places that will indicate it still operates.

I don’t know if I can answer your question. T can think of other
cities who have problems greater than ours in those areas, but we

- haven’t licked it by a long shot.

Senator Nuxw. All right, let me ask you one other question. On page
17 of his testimony—I don’t want to preempt him, and we will give
him a chance to respond to this—but I want to have this addressed,
and, again, I quote:

. Prior to 1980 there were 73 massage parlors operating in the City of Chicago.
In Fepruary of 1982, through vigorous enforcement and targeting, the last such
establishment was closed or forced to leave the city. There are now no such
establishments functioning in the city of Chicago.

Mr. Heavy. I think that’s basically correct; yes. But just because
they cross the city lines does not mean they are out of the Chicagoland
area.

: 1S_ena,tgor NuUNN. You mean they are moving across lines, jurisdiction-
al lines?

Mr. Heavry. Ob, are they.

Se;lator NunN. You mean they are right outside the Chicagoe proper
area ?

Mr. Heary. Are they. |

Senator Nun~. Does that mean the suburban area ?

Mr. Heavy. All over.

Senfxtor Nunw. All right, now, that leads to the other question.
There’s an Intriguing statement that the main responsibility for com-
bating organized crime needs to be at the local level. My political
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philosophy leans in that direction. But I have heard so many State and
local people testify over 5 or 6 years that combating organized crime
is simple beyond their capability. It seems to me if we are to accept
your premise, that local responsibility for organized crime is the main
area of responsibility, which I would like to accept, except that, we
have to reverse the psychology in every local and State jurisdiction
which I know anything about in America. All the local officials, all
the State officials, basically say they are doing all they can do with
their resources, they are doing what they can do under the law, and
they have got to have a lot more help from the Federal level.

So, my question is, can we really, turn this around by pointing more
at the local level, and, if so, what specific steps can be taken at the
local level ¢ S

Mr. Heary. Well, Senator, I think we have to make a distinction
between fighting organized crime solely at the local level, and fighting
it on the local level and also cooperating with other agencies at all
levels. The responsibility, in my opinion, lies primarily with the local
government, I would also be the first to state that coordinating liaisons
with other agencies, Federal, county, whatever they may be are neces-
sary. That’s not surrendering the primary responsibility.

It local law enforcement officials give you that excuse, and you are
willing to accept it, they are off the hook, aren’t they ¢ They say they
can’t do anything about it, it’s the Feds’ problem.

Now they go back and are not held to any standards. If I was the
head of a Federal agency, I would resent having the locals dump their
problems on me, They have their jurisdictional problems. They should
work on them. But T'don’t think it’s the primary responsibility of any
Federal agency to come in, supersede, and assume the responsibility of
a local unit of government. _ ’

Senator Nounw~. Well, I agree with that, but the local people aren’t
accountable to the Federal Government, and whether 1 accept that
explanation or not is almost irrelevant. The question 1s do the local
people accept that explanation, do the local people hold him account-
able, do the local citizens who vote hold him accountable? What I may
or may not think about what the sheriff of Cook County or the police
chief in Atlanta says, is almost irrelevant. It’s only relevant to the
oxtent of what I do at the Federal level, and there’s plenty to be done

here. . .
‘ But the question is are local people going to get in the frame of mind
around this country to hold local officials responsible? It seems to nils
that if that’s the case, we have got to come up with a number of bo
and innovative steps, from the citizen level to make that a reality,
because it seems to me it is very, very far from a reah,ty today.

Mr. Heavy. It is. It is far from reality, Senator, I'm sorry to say,
and T think the citizens have to be educated as to where the _responi
sibility does lie and demand reasonable performance of their loca

ials, I really do. ) )
OfﬁSc;;Ll]aStoIrr?L\TUgN. You mean you think this really should be pn].e
of the top issues in every local election, “what the new elected oﬂ;igm, s
at each level are going to do about organized crime In t}}elr area ? N

Mr. Heary. Yes. If they can’t perform, they shouldnf: ran. If t gy
can’t perform, they shouldn’t be reelected. They are put in office to do
one job, protect us. Tf they don’t do it, step aside.
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Senator Nunw. Mr. Chairman, T suspect my time has expired.

Chairman Rorm. Senator Rudman.

Senator Ruvaax. Thank vou, Mr. Chairman.

Mr. Melick, Mr. Healy, it seems that things don’t change. Tn 1963,
0. W. Wilson, then the superintendent, of police of the city of Chicago,
testified before this subcommittee in Washington, and he said that the
State of Illinois had the most stringent electronic eavesdropping law
in the country, that it had to be changed, and further said that the law
served the interests of hoodlums more than individual citizens.

: I vga:nt to ask whether or not you agree with that comment 20 years
ater?

Mr. Hreary. ’'m sorry, I must agree with it, yes. For all practical
purposes, from the point of view of law enforcement, we do not have
an electronic eavesdropping law.

Senator Rupman. Now, what effort has been made over the last 20
years in the Illinois legislature to bring in the model law that most
States now have ? Has that been introduced each year?

Mr. Heavy. I can’t speak on behalf of each year. I do know it has
been introduced periodically. I don’t know if the bills have changed
over the years. I would defer to Bob Blakey, who drafted the national
legislation and is familiar with the problems on the State level.

[t gets tough. No one wants anything to do with it.

Mr. Merick. If you authorize eavesdropping by law, the problem is
that anyone probably can be eavesdropped on, or, at least, that’s the
concern of legislators, as well as some of the citizens. It is a concern.

Senator Ruparan. Well, Mr. Melick, I understand the concern, but
I will tell you right now that I don’t need too much explanation why
you have the mess you have here in Chicago and the State of Illinois.
I’ll tell you why.

Mr. Mrrick. Good.

Senator Rupman. You have it because you don’t have electronic
eavesdropping, and until you have electronic eavesdropping, court-
authorized by your judges—you can put it in the State attorney gen-
eral’s office, like we have in New Hampshire—until you have that
authority, you will never do anything about organized crime in the
State of Illinois, and we can have hearings from now until the cows
come home. Without electronic eavesdropping, you will have no suc-
cessful prosecution of organized crime. '

Now, I want to ask you this: There have been further allegations,
both in things that I have seen and over the past, that there was a link
between organized crime in the past and certain high political officials
here gin the State of Illinois, both local and statewide. Do you believe
that?

Mr. Merick. I believe that organized crime cannot exist if the polit-
ical machines are doing the job the way the citizens think they are
doing the job, or at least elect them to do their jobs. It is not possible
to have strong organized crime if the local political bodies don’t want
it—or don’t allow 1t, if T may choose a different word.

Senator Rupman. So, then, you would probably agree with me that
some of these vested interests have had something to do with the fact
that the State of Illinois does not have a strong electronic eavesdrop-
ping law ¢ )
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Mr. Merick. I have always believed that vested interests influence
the laws that are coming out. If someone has a vested interest in not
having an eavesdropping law, they will work hard to oppose it and
put some money to the task.

Senator Rupmax. Mr. Chairman, T just want to say that if there’s
any message that we can leave with the people of this community and
the legislators—and I'm sure the great majority are decent, honest
people, who have been given a bill of goods, sold a false argument that
has to do with civil liberty—the fact is that there is ample history
across this country in State and Federal jurisdictions—Professor
Blakey, I’'m sure, will testify to this—that eavesdropping laws, with
adequate safeguards, limited in their scope, in fact, do not impinge on
the civil liberties of the citizen who is not in fear of law enforcement.

Until you have such a law, you will never break the conspiracy of
organized crime in the State of Illinois, in my opinion.

Mr. Mzricg. Thank you.

Chairman Rormz. One final question, a followup on what Senator
Rudman was asking. To what extent do you think public officials
have been corrupted by organized crime ? I’m not talking merely about
their failure to do something. To what extent do you think, at the
local and higher levels of government in this area, public officials are
somehow tainted by the criminal syndicate ?

Mr. Meriok. I don’t have that measure, but I would suggest to you
that wherever organized crime is thriving, to whatever degree, that
is the degree to which the political entities have been tainted, or some
powerful political entity. And where we have nearly no organized
crime in the country, whatever the section is, it is probably due to the
fact that someone hasn’t been tainted, that is, someone refused to be.
And where we have it, someone has been. It can’t exist without that.

Chairman Rorm. If I can draw the logical inference from your
answer, you are saying to me that the criminal syndicate is well and
flourishing here, and it’s well and flourishing here because there are
at least some elements of public servants being involved, is that

correct ?
Mr. Mzericr. Because we are all intelligent people, how could we

conclude otherwise? A

Chairman Rorm. Gentlemen, I want to thank you for your testi-
mony. I particularly want to thank you and-your commission for the
yeoman service they are providing. We look forward to continued
working with you. Thank you.

Senator Percy. Mr. Chairman, before our witnesses leave, I may
want the record left open. Going back to Senator Rudman’s question
on the relationship between organized crime and public officials, do
vou feel that Sheriff Elrod would have available valuable information
that this subcommittee should have with respect to the possibility that
public officials, in groups or individually, have knowledge of and are
not doing what they should do and what their public office requires
them to do about organized crime? If so, we did ask Sheriff Elrod to
testify. Regretfully, he could not testify. And if you feel that his
office would have access uniquely to that kind of information, then I
would request that the record be left open so that a statement could

be submitted for the record of this hearing.
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Do you think that would be an adv;
. D _ ] visabl i
in l:’Ile“EV ?f the ia%fil that he could not testify ti;:;l?le% b q}gke of him
r. MELICK. The sheriff of Cook County is an im borta
. % 'S ) < nt ]. =
(f)(f)rfﬁrirxgét ;rﬁicllal covgrm% }? tvery wide territory in \%hich a n?lmggr
, e nappening that it is difficult for an h - citi
understand. T would sug?_,rest that he would be a very é)lrll: szriglt;:: "t
ghaugmalxg Rorm, T would suggest o
enator Percy. I would ask, then, that we keep the reccrd an
thz(tjt} he can %e reqliested to su,bmit ’testimony. “op e record Py e
lairman RoTH. 1 would suggest this to my distinonished collesc
It may well be that we will want to request, his appga.ranlge ﬁgf};&g&e.
sul}a;oglml]gtee at some future date. o
Ut as Tar as questions are concerned, we will |
o E k : 1CE . eave the record open
so any Senator that may wish to direct further questions can do
Ths ° it i
dag. ank you very much, gentlemen. I appreclate your being here to-
At this time I would like to call Ed ' 1 ie
ag%lpliin charjge, FBL. Chioc 1 ward D. Hegarty, who 18 special
ul you please remain standi isi i
[Withoon bre ding, raising your right hand.
Chairman Rotx. Thank you. Please be seated and proceed.

TESTIMONY OF EDWARD D. HEGARTY, SPECIAL AGENT-IN -CHARGE,
CHICAGO, ILL,, FEDERAL BUREAU OF INVESTIGATION ’

Mr. Hecarry. First of all. Mr. Chairman, let me state that on be-

:

There is no question but that oreanized crime :
v . ut that organized crime is 7 signi
%)ro.k;le:m In the northern Illinois area, and we Welzdo‘r;?;}tlslgn;ﬁcigf
alll'gzlxs) ti(; énaize ]?‘ Bi):'tiwf colmr_nents about its growth and developmg)lgz in
th%[ng shat eels 1t has a definite responsibility to do some-
have a prepared statement. whi i
Would nccep st (s coement, which I would hope the subcommittee
g{halﬁman Rom’it‘.h Without objection.
T. HEGARTY. There are certain cases that we have had ; 1
_ < » had
?v‘:fl (tihﬁlél;afg igx;grzftl-year period that are of such na,tionain n%clﬁ’g:([’
;- Lo trom my prepared statement with respect :
cases. I realize there are time constraints wi ot o
T asetire you T dene fre tiine cc ramts with the subcommittee, and
. ] ead my full statement. inci
focus of organized crime in northern f1linois—and the gllll;a?grcl)n]%ll}ir?}

18 northern tier counties that i

8 northern 1 counties comprise the Norther i1stri

ig;:;gliss (]:].I;Ic’gcéaé dlst_mct——tlie central focus of our oré;,-nli)zlggmgrt}ing
: cted against an historical organized crime crimina] o

that bears the name “La Cosa N ostra,” which is very actizgr;;nglicﬁ;t:i

*
See p. 109 for the brepared statement of Edward D. Hegarty.
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well as in the mainland of Italy, and in the major industrial centers
of the United States, particularly in the Midwest and the eastern part
of the United States. _ o

La Cosa Nostra is a criminally oriented organization composed of
persons of Sicilian, Italian—Napolitan Ttalian and Calabrese Italian—
ethnic origin. It is a very, very small organization.

Historically, the primary victims of the organization in its growth
and development in the United States were initially the Italians—the
massive number of Italian immigrants wiio came to the United States.

Here in Chicago we have clearly identified an organization that is a
small organization, but it is extraordinarily powerful with respect to
its ability to impact upon other racial, other ethnic groups. That orga-
nization is referred to as the Chicago Family of L.a Cosa Nostra.
There are eight key people that comprise the day-to-day administra-
tion of the Chicago Family of La Cosa Nostra.

In my statement I identify the positions as the Rappresentandu
Ufficiale, or the Official Representative, of the Chicago Family, and
that person is known to the FBI as Joseph Aiuppa. .

The second person in command Is Jack Cerone, who bears thTe title
sottucapu, or underboss, of the Chicago Family of La Cosa Nostra.

A. third key person is Antonio or Anthony Accardo, who serves in
the position of consulieri or counselor or advisor, to the official repre-
sentative of the Chicago Family, Mr. Aiuppa. o

In addition, there are five other persons that comprise, in the Metro-
politan Chicago area, the key management positions of that particular
organization. These five persons are referred to in the Chicago metro-
politan area as street bosses. The ¥ BI for many, many years has known
that these persons bear the title Capudecina, the heads of groups of
10 within the historical organization of La Cosa Nostra, which has
bheen so active in Chicago roughly since the turn of the century.

The entire focus of the F'BI, of course, is not just on the member-
ship of that organization, but it is on key people that they interact
with on a continuing basis that are involved primarily in the labor
unions, involved in organizations that are responsible for the theft
and the chopping up and the distribution of stolen automobiles, and
involved to a modest extent with respect to a distribution of narcotics,
and a host of other areas that they are continually involved in, such
as the utilization of loan sharking practices, pornography, and
prostitution. I would like to particularly emphasize their ability to
form liaisons with corrupt public officials.

There are extensive persons in the Chicago area, that number over
1,000 people, that are continually engaged in different types of orga-
nized crime—or organized criminal conduct. Many of these persons
have what is referred to as a street tax imposed upon them by mem-
bers of organized crime, particularly by members of La Cosa Nostra,
and that is also an area that the FBI is very much concerned in.

Labor racketeering has been one of the central focuses of the orga-
nized crime investigative effort of the Chicago Division of the FBIL
I would like to very briefly discuss two cases, one which is referred to
as the Pendorf investigation, relating te corruption in the Interna-
tional Brotherhood of Teamsters, in liaison with members of the La
Cosa Nostra.
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In addition, I would like to talk about the Laborers International
Union of North America, another successful case which was developed
here at Chicago and was successfully prosecuted in Florida.

The Pendorf investigation consisted of extensive court authorized
wiretap coverage of Allen M. Dorfman in the office space occupied
by Dorfman & Associates. The thrust of this investigation was to
identify the influence of organized crime into legitimate business and
labor unions and to develop prosecutable cases. ‘

During the course of the wiretap coverage, a number of illegal
schemes were uncovered. One of these schemes, now known as the
Wonderworld Property scheme, has been successfully prosecuted here
in Chicago, and the subjects are now awaiting sentencing.

The Wonderworld property was a parcel of land located in the ex-
clusive Las Vegas Country Club Estates section of Las Vegas, Nev.,
owned by the Central States Pension Fund. This land scheme related
to a conspiracy by Allen Dorfraan and others to bribe a U.S. Senator,
Howard Cannon, then chairman of the Senate Commerce Committee,
in exchange for his commitment to delay and give consideration—to
give the International Brotherhood of Teamsters’ input favorable

consideration to any legislation which would substantially deregulate
the trucking industry.

As a result of this particular investigation—and many other prose-

cutions will flow from the investigation that was conducted here at
Chicago—five persons were indicted and five persons were conviciad,
among them the late Allen Dorfman, Roy Willi ams, president of the
International Brotherhood of Teamsters, and J oey Lombardo, a mem-
ber of the administration of the Chicago Family of La Cosa Nostra.

A second case I would like to very briefly touch upon was the one
involving the Laborers International Union of North America. The
conspiracy charged that this group of individuals combined not only
to obtain kickbacks for health care and life insurance franchises in
Chicago and south Florida, but also planned a grand scheme wherein
Joseph Hauser, through a life insurance company, would cover all of
t‘éhe building trade unions, and eventually all unions in the United

tates.

It was understood that all of the conspirators would be partners in
Hauser’s nationwide life insurance company. Similar but less fully
developed plans were held for the health care field, of which C & A a
Chicago-based optical and dental care company, would likely be the
operating base.

As a result of this investigation, Alfred Pilotto, Alfred J. Pilotto,
from Chicago, who is referred to in the Chicago law enforcement com-
munity as the South Side Street Boss, who is known to the FBI as a
member of the administration of the Chicago Family of La Cosa
Nostra, was convicted and was sentenced to 20 years imprisonment
and is now incarcerated in the Atlanta Penitentiary.

Barlier I mentioned Joseph Lombardo. J oseph Lombardo is now
under conviction in this judicial district, and his bond has been set
very high, and he is imprisoned at this moment at the metropolitan
correction center right here in Chicago, I11.

1 know this subcommittee is also interested in the outlaw motorcycle
gang. The outlaw motorcycle gangs in the Chicago metropolitan area
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gre not as severe as they are elsewhere in different parts of the United
tates.

Nationally, the FBI’s interest in outlaw motorcycle gangs ranks
second to Lia Cosa Nostra investigative activity. However, that is not
the case in Chicago.

I would like to cite, if I could, one case that came to the attention of
the Chicago Division of the FBI during the year 1982. There was a
motorcycle chapter known as the National Outlaw Motorcycle Gang
organization, located in the Metropolitan Chicago area. The Chicago
Office of the FBI, working with the Alcohol, Tobacco & Firearms
Agency, developed a case which has had a major impact on criminal
activity of the outlaw motorcycle gang in northern Illinois. This in-
vestigation was predicated upon the kidnaping of Betty Darlene
Callahan and Thomas Eugene Forester from a motel in Asheville,
N.C., and the murder of Forester in an abandoned mine shaft near
Boone, N.C.

Callahan was then brought to the Chicago, Ill., area by Hattaway
and Miller and placed with members of the outlaw motorcycle gang
for prostitution purposes in order to repay a debt allegedly owed by
her boy friend, Forester, to the outlaw motorcycle gang. Callahan
escaped and contacted the Chicago Office of the FBI.

ATT was brought into the investigation, and a joint undertaking
was begun. On May 27, 1982, Allan Hattaway, Garn Hansford Miller,
Thomas R. Stimae, Martin J. Curran, Robert George Burroughs, and
Rita Marie Stimac were each indicted by a Federal Grand Jury in the
Northern District of Tllinois on charges of kidnaping, conspiracy to
kidnap, violations of the Mann Act, conspiracy to violate the Mann
Act, and Federal firearm violations.

The trial in this case began October 18, 1982, in the T.S. District
Court, Northern District of Illinois, and on November 5, 1982, the
jury returned verdicts of guilty on all subjects except Rita Stimac,
who received a directed verdict of not guilty.

Hattaway and Miller have both been charged in the murders of
Thomas Forester and Lonnie Marshall Gamboa, where bodies were
found in an abandoned mine shaft near Boone, N.C. Trial in this mat-
ter will take place in Asheville, N.C.

The home chapter of this organization has since moved from
Chicago, T, to Jacksonville; Fla., where its members currently face
Federal prosecution under the RICO statute.

I would like to touch very briefly, if I may, Senators, on an ex-
traordinarily important aspect that should be considered in any discus-
sion with respect to organized crime. The seedbed of organized crime
has consistently been recognized to be sophisticated white-collar crime
activity coupled with public corruption. Organized crime flourishes in
the United States in certain sections because of its relationship to pub-
lic corruption and sophisticated white-collar crimes. :

I would like to mention a few such investigations conducted here by
the Chicago Office of the FBI to give you some insight into the degree
of corruption at the public level the law enforcement community has
to expect and has to contend with on a daily basis.

One of the cases was the Marquetie 10 case, which was worked
jointly by the FBI with the Internal Affairs Department of the
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Chicago Police Department, which was worked in v

harmony lgetvvegan the Agent-in-Charge of the %ﬁﬁa;%ryééggyoglaie

FBI and Superintendent Brzeczek of the Chicago Police Departm fte

These 10 Chicago police officers were found guilty after a lenz'th tepal.
: ﬁll 211;3 very courthouse of taking bribes from street criminals ingollx;led

contin:ifer élfélfggllizsd.trafﬁclclng, and allowing the criminal activities to

Another extraordinarily interesting cas i i 1
law enforcement which sgould have %esuli?ec'iv 1111110% gﬁi ;Tsrgitni%ofig
t{le public about corruption in Chicago but which did not relatg to the
Cook County Board of Tax Appeals case, which represents a very clear
example wherein bribes to public officials resulted in reductions{)f the
assessed value of taxable property in excess of $180 million. To date
ii sggilé:nofﬁcmls% tgx_ ac&(l)untaélts, attorneys, and real estate d;avelopers

convicted in the U.S. District Cour i
ofIFBI vestios i U DlSl'fllCt (Jgult at Chicago as a result
n 1979 and 1980, the Chicago Office of the FB

extensive and complex investicga;tion relating to It}?én S&§fﬂ?§l£ﬁl—2’X‘é?12}é
me—the bureau of electrical inspections services in the city otPChicago
As a result of that investigation, numerous persons have been convicted
in Federal court as a result of bribe taking in connection with their
public trust employment as building electrical inspectors.

Throughout this century, Mr. Chairman, the white-collar crime
public corruption, and their interrelated byproduct, organized crime,
have thrived in northern Illinois. The Chicago Division of the FBIL,
working closely with U.S. Attorney Dan Webb, has recognized this
problem, and is addressing it with vigor. Our office allocated approxi-
mately 50 percent of its investigative resources to white-collar crime,
public corruption, and organized crime. This commitment will con.
tinue, and we expect further successes in the future.

. Numerous joint investigations are currently underway between the
FBI, with Superintendent Richard Brzeczek of the Chicago Police
Department, and various members of the Chicago Police Department,
the internal affairs division and the intelligence division, the detective
bureau, and various area commanders.

Similarly, investigations—other investigations—are being worked
by the FBI with other components of the law enforcement community
in northern Illinois that will directly impact upon organized crime’s
grip, historic grip, on the northern Illinois area.

Thank you, very much, Mr. Chairman. I would, of course, entertain
any questions that you might have.

Chairman Rora. Thank you, Mr. Hegarty.

First of all, I would like to congratulate you personally for your
splendid record and background in the area of fighting organized
crime. I think the fact that you have been assigned this responsibility
is a strong indication of the importance that the FBI attaches to doing
something about organized crime in this area.

Let me ask you this question: As one who has served in a number
of areas and has a great deal of expertise about crime, what have you
learned since you have been here? Are you surprised at the extent to
which organized crime is influential here to the extent it’s pervasive
throughout the local community? How does it compare with other
areas 1n which v ou have served or have knowledge?
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Mr. Hecarry. Well, if T may go back a little over 20 years, Senator,
I recall my first major assignment in the organized crime investigative
area was in the State of Pennsylvania and the nearby State of New
Jersey. I'm a native of Chicago. I grew up here. But I left home at
an early age to go off to school and the service, and then I went into
the Bureau, and have been wandering around the country for many
vears. But I recall as a young agent working in Pennsylvania, New
Jerscy, and some assignments in New York over 20 years ago, that
the presence of organized crime in the Metropolitan Philadelphia area
and elsewhere in the State didn’t really surprise me. '

But what really did surprise me was the extent of public corruption
that I believed was ultimately responsible for the level of organized
crime activity that was going on in that particular part of the country.

Returning to Chicago after an absence of over 20 years and seeing
the very substantial changes which had occurred elsewhere iu the
United States with lessening of the amount of public corruption, with
the type of legislation which has been passed in other sections of the
United States since the late 1960’s to combat organized crime, frankly,
I was relatively shocked, if T might use that word, though 1 am an
experienced law enforcement officer, at the extent and the total involve-
ment of organized crime in Chicago in many, many aspects of criminal
activity in which organized crime families are really not involved in,
in other parts of the United States.

And I have to look at my home State, and I have to say probably
the reason for it is the lack of effective tools available to the local law
enforcement community. If you take a bricklayer, a very experienced
bricklayer, and you tell him to go out and build you a brick wall, but
you tell him that he can’t use a plumb line and he can’t use a trowel,
and he can’t use a level in building that wall, you can be absolutely
confident that, despite the expertise of that bricklayer, he is not going
to be able to build you a very good wall.

The tools that the FBI has used in recent years in combating orga-
nized crime, despite what some of the other speakers said with respect
to the FBI’s track record in the development of cases in organized
crime, have, in fact, been used very, very successfully by the FBI all
across the United States. In the past 2-year period, over 15 of the
major La Cosa Nostra bosses out of the 25 La Cosa Nostra families
have been indicted or convicted as a resule of FBI investigations.

I believe Assistant Director Revell has appeared earlier before this
subcommittee, and he gave you some statistical data with respect to
the leadership of organized crime in the United States that’s been the
subject of prosecutive cases.

So there’s no great mystery as to how the FBI is developing those
cases. We are making extensive use of clectronic surveillance. We are
making extensive use of undercover operations. We are making exten-
sive use of the Federal immunity statutes. We are making very effec-
tive use of investigative grand juries through the auspices of the U.S.
attorneys’ offices.

In Illinois, law enforcement is not able to do that. The law enforce-
ment community in Illinois, despite the presence of a tremendous num-
ber of highly dedicated, professional, competent law enforcement
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officers in the Chicago area, they just do not have the tools at their dis-
posal, and when we——

Chairman RorH. Are you saying that the reason they don’t have the
tools is because organized crime has corrupted the public sector, and
for that reason they are not being supplied the necessary wherewithal 2

Mr. Hrearry. I'm saying that law enforcement, obviously, does not
have the tools to do an effective job against public corruption and
orgla,nized crime in the Northern District of Illinois, and the cen-
tra

Chairman Rorm. And that makes a significant difference between
the extent of—earlier you testified, if I understand what you were
saying, that organized crime is involved in activities here that is not
true elsewhere. :

Mr. Hegarty. That’s correct, Senator.

Chairman Rora. And the reason that is, is because organized crime
1s so influential, in the public area, corruption of the public officials,
1s that correct ?

Mr. Hecarry. Yes, but I would like to clarify it just a moment, if
I might. T have no way of knowing what is in the minds of the legisla-
tors that comprise the Illinois State Legislature, but I would believe
from what I have observed that you can draw an inference that there
has been a reluctance on the part of the Illinois legislative bodies to
give law enforcement the tools that it needs to do its job in public
corruption and orgamized crime. .

Chairman Rora. And that situation distinguishes the Chicago area
from other sections of the country ?

Mi. Hecarry. Yes, it does, Senator.

Chairman Rotm. Let me ask you this question: You talked about,
with great pride—and I think you should—the prosecution of a num-
ber of—15 bosses, I think was the figure—but let me ask you this basic
question : The mere fact that we put these bosses behind bars, does that
mean we can look forward to a reduction in the families, their activ-
itles, and organized crime?

Mr. Hrearty. Yes, it does, Senator. I have been able to observe over
the years that when the key persons involved at midmanagement and
senior management positions in La Cosa Nostra are faced with vigor-
ous prosecutive action, they substantially withdraw from their crim-
Inal pursuits.

* Chairman Roru. The thing that bothers me and has bothered me in
our hearings before this subcommittee, is that there have been many
excellent cases, as you point out, of people being successfully prose-
cuted, but we still have the organized crime chart here, with the big
boss. It’s almost like a legitimate business. You have the president up
here, and then you have the various vice presidents and different
names with different responsibilities. We succeed in a number of cases
picking out this one or that one. Sometimes I think gangland is more
successful in picking out more than we are. But the fact remains that
the organization continues to function, and that the criminal syndi-
cate, the family, whatever you call it, is still here. I mean, here, 30
years after McClellan holds hearings, we find that not only the same
organization is still existing but is in new activities. We even find that
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some of the same criminals are holding down positions of responsibil-
ity. I read where a number of top crime officials are retiring and going
to Palm Springs—I guess to play golf with Bob Hope and Jerry
Ford, and all the others there—I’m not saying that seriously—
but what bothers me is that this is all known to exist, and we seem
to be unable to attack the basic infrastructure, and that’s the reason
I go back to my question : Can we really look forward to the fact that
we have put behind bars 15 bosses, and some of them here locally, in
labor racketeering—some successful things have happened, but we
really don’t see the basic infrastructure or the basic activity going

very substantially. .
dOﬁIII'. HE}(;ARTY. I thinl}{r you do in other sections of the United States,
Senator. R Well . hope

airman Rora. Well, you give me hope. . ' _

I(L\j{[}; Hzcarry. La Cos’g No%tra is an organization that just dld?’t
grow up in the United States. It’s an organization that existed in ti.o
world for many, many centuries. What we have here in the United
States is exactly the same as has been going on in Sicily and the main-

of Italy for many, many years. _
laJi%iu’c to beya,ble to st}f;,nd hg;‘g or sit here and tell you, Mr. Chairman,
that we are going to be able to crush and put out of businesses and, put
in jail and for all time eliminate the La Cosa Nostra for what it has
been determined to be historically, I can’t tell you we are going to do
that. o ' '

But I can tell you that we are going to bring very substantial pres-
sure on the part of the FBI working with other components of the law
enforcement community, and we are going to make it very highly un-
profitable for them to engage in the types of activities they are engaged
in, and I think you will see over & period of years that if the investiga-
tive efforts of law enforcement are coupled with realistic assessment,
realistic legislation by the State authorities, I think you/will find a sub-
stantial reduction in organized crime activity in northern Illinois.

If I may, Senator, I kind of anticipated that you would probably
ask that question about organized crime. We have had an opportunity
to look down the road and see light at the end of the tunnel when it
will be gone, and I can recall a conversation that a team of agents that
I was very proud to have been associated with over 20 years ago, inter-
cepted, a conversation between three very powerful La Cosa Nostra
members, all of whom are dead today, Angelo Bruno, the former boss
of Philadelphia, Philip Charles Testa, former boss, and Antonio Rocco
Caponigro, a major organized crime figure in northern New Jersey
and New York. A fourth person was present at that conversation
whom I would prefer not to name, Mr. Chairman. But they were dis-
cussing the various problems that organized crime was experiencing
in the United States. This particular quote, I think, is in support of
what I stated earlier: ‘

Anthony—

The speaker was addressing his statement to Antonio Caponigro,
who was murdered in New York City in 1980. '
» Anthony, La Cosa Nostra is a wonderful thing. A lot of people are a little

s e . . -t . . f
disillusioned. We are havirg trouble with the _government. We pa\e a 1ot 0
th?ngs we should do. All that is true: But it is a wonderful thing, La Cosa
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Nostra. You see what we are going through now. You see friends of ours say
the FBI knows this. How do they know it? All these things disillusion you.
See, La Cosa Nostra, for so many centuries, went through a lot of things like
this. They always survived. I am discouraged myself a lot of times.

Well, back in 1962, December 1962, when that conversation was
intercepted, we didn’t have the electronic surveillance provisions of
title 8. The FBI was not deeply involved in the use of undercover
operations. We didn’t have effective use being made of the Federal
immunity statute. We didn’t have the witness protection program.

And I think if you go back and look at the legislation which has
been passed over the years as a result of the work that was done in
the late 1950°s and early 1960’s, you will see that we are making prog-
ress, more progress in certain sections of the country than we are
making in others. ).

In Chicago, I believe we can make very substantial progress if the
State of Illinois would give local law enforcement at certain degrees,
under tremendous controls, the comparable investigative tools that
we in the FBI now enjoy and I believe are using very effectively in
northern Illinois. o

Chairman Rorm. My time is almost up. I have one final question.
Do you know how long La Cosa Nostra has existed in the United
States, how deep its roots are, and, even beyond that, how far back
in history it goes?

Let me add one further question. I remember years ago the top,
head bosses, honchos, whatever you want to call them, used to meet
in various places in the country. Do we still have that kind of national
syndicate ths!  “is down from time to time in one way or another and
sort of allocates their territories and areas of responsibility 2

Mr. Heearty. Not since the early 1960’. Throughout the 1930%, the
1940%s, the 1950’s, they had a virtual license to meet and assemble, and

‘1o one was really watching them as closely as they should have been

watched. Since that time, their national affairs are handled basically

by an organization referred to as la commissione or the commission,

which is a select group of official representatives of bosses drawn from

the bosses of the 25 families we know to exist here in the United

Etates. They have to meet on occasion to discuss problems that they
ave.

For example, the shooting here in Chicago of Allen Dorfman—
Allen Dorfman’s association with matters directly impacting on the
International Brotherhood of Teamsters—was a decision of national
magnitude. I’m confident that the members of the commission, al-
though I cannot prove it, members of the commission had to have
deliberated with respect to the action that was taken here in Chicago
against Mr. Dorfman.

Chairman Rors. My time is up.

Senator Percy. ‘ _

- Senator Percy. Thank you, Mr, Chairman. ,

Mr. Hegarty, I want to join together with Senator Roth in indicat-
ing how pleased we are to have you back in Illinois. With your dis-

tinguished service in Springfield and Baltimore, your reputation pre-
ceded you. :

Mr. Hrearrz. Thank you.
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Senator Percy. I would like to say something generally about the
FBI, and particularly, say, the Abscam approach, which has been
so severely criticized by some Members of Congress. I happen to think
it was absolutely justified, absolutely essential, with the evidence the
FBI had, and they knew there would be no way to prosecute public
officials at high levels unless they used absolutely irrefutable tech-
niques. The technique of having a witness—or a suspected person
testifying against himself—and I went through and saw all of those
films—is just compelling evidence that caused justice to be demon-
strated, and I think particularly when people hold public office they
have a very special public trust, and they are the last ones that can
object, then, about a civil liberty being invaded, if they have demon-
strated themselves that they have evaded it.

Now, I believe Senator Rudman has made a very fine suggestion,
reinforced by you, and I intend to talk with the Governor, and to
send copies of this transcript of these hearings to every single State
legislator, with a letter indicating that the power to do something
about organized crime rests in their hands. They are not giving our
local law enforcement officials the tools that they have.

And I know in the case of my own family, in the murder of our
daughter, not until the FBI came into that case did I really—did any
of us in the family—really feel as though every effort was being ex-
hausted to find out who perpetrated that terrible crime. And I am
deeply grateful to the FBI. And I think we are particularly blessed
to have a law that gives 10-year tenure to the Director. And to have
a man of Judge Webster’s quality to take off the robes of a lifetime
appointment, and take a 10-year job, and then go back in the trenches
after being at the lofty height of a Federal judge, shows his dedica-
tion. And I think he exemplifies the spirit, the esprit de corps, of the
FBI—

Mr. Hecarry. Certainly does, Senator.

Senator Percy [continuing]. And I applaud what you have done.

Mr. Hrearty. Thank you.

Senator Percy. I want to ask you this question, OMB, in slashing
a lot of budgets, has reduced the budget of the F'BI in prior years.
You have had to cut back investigators. You have new responsibilities.
And yet you are working, it looks to be, with less assistance and backup
and support and help, but are things now improving ?

Mr. Hecarry. Being an operational manager, Senator, there’s no
limit to the resources that you would like to have. Here in Chicago I
have a very substantial staff. The agents are working extraordinarily
long hours, they are working very, very hard. The morale of the troops
is extraordinarily high. We are very, very pleased. We went through
a period of 5 or 6 years there where the FBI was in the doghouse up
in Congress, I guess. You saw the number of special agents in the FBI
being very substantially reduced. There was a reluctance to utilize,
over the period of my career, investigative techniques, which hindered
the FBI’s ability to do its investigations.

I have been recently advised that the number of special agents on
board the Chicago Division of the FBI will be increased, for a variety
of reasons, not just relating to our organized crime responsibilities, but
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the other major responsibilities that I’'m sure you Senators are aware
of that we have here in the Chicago area.

I know I’'m getting a significant increase in terms of the number
of special agents that will be assigned at Chicago. We are getting very
substantial support from Congress, very substantial support from the
Justice Department, from the ¥FBI leadership, particularly Judge
Webster in Washington, and we are in good shape in the FBI. We are
in better shape today than we have been in the 20-some years I have
been with the Bureau.

Senator Percy. If there are ideas that you can give this subcom-
mittee for legislation that you feel is essential, we would very much
appreciate receiving any specifics on that that we can go to work on.

Mr. Hecarry. Well, thank you, Senator. In my written statement, T
included some modest adjustments that we would hope that Congress
would support with respect to title 3, electronic surveillance provisions,
as well as some difficulties we find from time to time in financing some
of our undercover operations. They are highly technical. I am not
reflecting my policy. This is the policy of the Director of the FBI. And
I include some of it, all of which, of course, I agree with, I included
some of it in my written statement.

Senator Percy. The superintendent of police will testify that he vir-
tually closed every massage parlor in Chicago, and yet I don’t think
we have closed every chop shop. The chop shop affects everyone. It
affects everyone’s cost of insurance. They are paying very, very high
premiums because of the skillful way that organized crime is operating
in this particular area.

Is it your evidence that this is an area that organized crime has
moved into, has taken over, they found it lucrative, and they are using
the most sophisticated techniques now in automobile theft and disposal
of those parts, and do you feel that—could you comment on the death
of Mr. Chorak and comments—any comments you would care to make
about Operation Chisel ?

Mr. Hecarry. Well, right now in the National Crime Information
Center computer, which can store data, as you know, Senators, relative
to fugitives, as well as identifiable stolen property, the NCIC data
shows right now that there are approximately 55,000 missing cars that
were stolen here in the metropolitan Chicago area. Chop shops are, no
question, a major problem in the Chicago area. We have approximately
right now $300 million worth of stolen vehicles that are being looked
for here in Chicago.

Organized crime, with a capital “0,” La Cosa Nostra, they don’t
really get involved in the day-to-day management of the theft of auto-
mobiles from parking lots or from garages or from streets. They get
involved to the extent that they extort the lower level organized crime
groups that are continually involved in the theft of automobiles and
the chopping of automobiles, and they impose upon them a street tax.

Many of the murders-which have been committed in the Chicago
area in recent years arose from automobile theft and chop shop activ-
ity. Generally these murders resulted from a failure, inability, or
cheating by lower level organized crime figures on their La Cosa
Nostra superiors. They were cheating on the street tax which is im-
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posed upon criminal cartels of the lower strength, the lower power
base, that you have in and around the Chicago area. '

Superintendent Brzeczek can be tremendously proud of the investi-
gative effort that was made by his department with respect to the auto-
mobile theft activity. o

Over the past several years here in the Chicago office, a task force was
formed between a large number of special agents of the FBI, a large
number of officers of the Chicago Police Department, detectives of the
Chicago Police Departuuent, and the case was code named Chisel.

As a result of that investigation, we have identified over 200
criminals who, on a continuing, almost daily basis, are deeply involved
in the theft of automobiles in the metropolitan Chicago area, and their
subsequent shipment out of State, or their dismantling and the parts
being shipped out of State.

‘We have executed search warrants and seized over millions of dol-
lars in stolen automobile parts, and we have seized very expensive
automobiles, in the $15,000 to $25,000 range which were part of the
chop shop type racket.

Extensive investigation 1s continuing. I can’t go into it in any great
detail. But I anticipate that very substantial indictments will be re-
turned as a result of the Chisel investigation. The Chisel investigation
showed that many of the cars which are stolen and chopped in Chicago,
the parts end up in California and Texas, and as far as New York
State. That was one initiative that we have had in Chicago with the

' Chicago Police Department.

In the south section of the city we have a second major investigation
underway that is a joint effort. again, between the FBI and the
Chicago Police Department, the Illinois Department of Law Enforce-
ment, representatives of the Illinois Department of Motor Vehicles,
that’s pursuing an investigation of a completely unrelated organiza-
tion involved in automobile theft activity. _

In addition, there are cther matters in Chicago that I cannot go into
because they are pending cases that are deeply involved on a daily
basis in automobile theft activity, and T can assure the chairman and
the committee that the FBT and the local law enforcement. community
has mounted a very significant investigative effort, and I’m confident
we will have very substantial indictments returned and convictions

- obtained, and hopefully persons filling some of our prisons.

At the present time, there are only about 14 people in the State of
Tllinois incarcerated as a result of automobile theft. I think that before
- the 12 months is out, you will find a substantially greater number of

people in prisons in Illinois for automobile theft. ‘

Senator Percy. Mr. Chairman, I would like to note for the record
that last night, Judee Webster indicated his full support for enact-
ment of the Motor Vehicle Theft Law Enforcement Act, which I will
reintroduce, which Senator Dixon has cosponsored, and this will give

a lot of additional power to the FBI and the Federal Government, as

well as identify the component parts that are so subject to theft right
now, which will make it much easier to pick these people up.

1 would also like to note for the record that my own analysis of
organized crime in Chicago indicates that it’s not limited to one partic-
ular nationality group. It’s a broadspread, widespread group, includ-
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Ing every ethnie, religious, racial group, virtually all of them in
Chicago. It’s a much bigger, broad-based effort than is publicly and
in the minds of the public generally identified.

Mr. Heearry. Senator, may I add just one very brief statement ?

Your hearings )

Chairman Rora. I'm going to ask that it be brief because time is
passing.

Mr. Hecarry. It will be. Your hearings that you held in Washing-
ton, D.C,, in 1979 really served as the catalyst to bring the local and
Federal law enforcement community together to really take on the
automobile theft problem and the chop shop problem that is really
unique here in Illinois, and as a result of the good efforts of this sub-
committee, the tremendous results here in Chicago in that broad area,
you can be very proud of it, Senator, because it probably resulted from
your hearings here in Washington.

Senator PErcy. Thank you very much.

- Chairman Roru. Senator Nunn.

Senator Nun~. Thank you, Mr. Chairman. T’ll take just take a

"W Hegarty, 1 al
r. Hegarty, 1 also join my colleagues in congratulati i
the work you have done i]n your%areer. s grafulating you in

We have a chart which will be introduced later, and I will ask the
clerk if she will just show it to you. That chart and the subsequent at-
tachments to it list by name and even picture the people who are iden-
tified as leading the organized crime effort in this area.

Are you familiar with that chart?

Mr. Heearry. No, Senator, I am not.

Senator Nux~. Are you familiar with any of those names?

Mr. Heearry. The names, I'm familiar with the names, sir.,

. Senator Nunw. Does the FBI work with the Internal Revenue Serv-
ice by turning over names to the Internal Revenue Service of people
who they know to be organized criminal leaders, but who you cannot
convict through actually normal criminal laws?

Mr. Heearry. We don’t turn over any list, as such, or computer
printout, as such, but we are in continuing contact, and we have a
number of joint investigations underway with the Internal Revenue
Service in Chicago. We work some joint loan-sharking cases. But to
give them a computer printout of some type, we do not.

Senator Nunw. Does the Internal Revenue Service in this area do
what we call net worth cases, where they actually show the living style
as Senator Roth said, living like Bob Hope and Jerry Ford, with no
obvious source of income ? Does the Internal Revenue Service handle
many of those cases, particularly against organized criminals, that you
know of in this area ? ’

Mr. Hecarry. Really, T haven’t looked into it from that perspective
Senator. I know over the years I have heard its extraordinarily diffi-
cult to make a net worth case on an organized crime ficure.

Senator Nun~, Why is that? v i

Mr. HrearTy. Generally, they are able to show significant amounts
of legitimate income. It’s no problem for them to get loans, at least
paper agreements, indicating that loans have, in fact, taken place, and
(Iaré%nczy has moved from one hand to another, at favorable interest Izates,
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Senator Nunwn. It seems {0 me, though, you could trace that I‘l%‘%llt
on down. It appears like tu me, we are spending so much tnge on 3
street, and I think the Chicago Crime Commission people ma (; a igoo ]
point about the local responsibility. It just seems to me that the ocad
responsibility and the State responsibility has to be street crlqlzlei _ans
the Federal responsibility has to be tracing money a,cllrou.u crl?f{ >
examining after net worth, going after people who are 1V1£nx3 10-
kings, who have no legitimate source of income, and a,llb7s01 tisﬁ ) l(i:orp :
rate pretzel palace-lype arrangements and loans. That’s di quth, and
it takes years to make those kinds of cases. But the dividend at e_end
of those cases is huge. The only way you are going to get organize
criminals at the top is to go after the assets, to go after the molney.ho

The discouraging thing to me is I find law enforcement peop t? }zv
agree with that, but 1t takes so long to make the cases. You mttzls p qv?
lawyers and accountants involved—a lot of times it’s not street in
vestigators who make those cases, it’s the people with the gr(ifn ey(cia
shades who sit there for hours and hours and go over books al}c
records. That’s not spectacular, but that’s the only way, it s;emstho
me, we are ever going to really penetrate this situation, go after the

go after the assets. _

mOIn?;%rl,iﬁlg ?Ldf, has got to be awfully frustrating to a police officer 011~
someone who works for tips, or anything else, to have the Intel.'nad
Revenue Service do an audit on them, and yet they see qrgan}zcil ,
criminals who are identified year after year on charts 81tt1‘ngfr1g it
here at a public hearing, on television, known to be leaders o Iln?z
activity, gambling, loan sharking, narcotics, prostitution, ]]Vl.I;g like
kings. Yet, this Government can’t seem to do anything abmll)t 2 e

So I suggest that the Federal role more and more has to be towar

sophisticated efforts. )
thei\izw?lzhe problem with that is at the end of the year, especially (tihg
first several years—you are not going to have the arrests thatfzi)u 1
the last year, you are not going to have the number of suc:gess pros-
ecutions. It’s going to take years, it may take 5 years be ore irlou can
make one significant case, but we are never going to get a,nylW ere, ui
my view, until we decide that the assets and profits of 111egz}xl crimina
activity are going to be the major target. Wh’en we take those axgayé
we may not cure all the street crime, but we’ll certainly put a den
in the people at the top, becqg}sle:[ }tlhgy always touch the money.
i would agree with that. _

%dtxl'mIE}:{EZgETY lYes,?’)chere’s no question, Senator. that in all of our
investigative efforts, we flry to chmpply the forfeiture provisions of the

IC atute to attach the assets. ) ) _

Rglg S]gt);frlifary thrust is—organized crime in the Chicago area is
washing money—our primary purpose at the moment is to 1g11ent1%y
who these people are, develop evidence, and put them in jail, and,
second, we will take a good hard look at the money. -
The chop shop investigation that we have had has beenhbasu?tzi1 stf
the type of investigation that you are speaking of. It is our hope 1 z, ‘
very substantial forefeitures will arise as a result of that pursugq h(i):
the RICO statute, but it involves an extensive number of very trlg;
attorneys, an extensive number of certified public accountants, in
order to trace the paper trail left in some of these enterprises.
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Senator Nunw~. It’s a different kind of expertise. We have had
people on our staff that have that expertise. It’s very unique. You
don’t find many people running around who can do that. It’s a very
tough investigative technique.

Let me just, Mr. Chairman, for the record, ask that the Internal
Revenue Service district director in this area be requested by the staff
to submit for the record their activities and their coordination with
the other agencies, and particularly any net worth cases they have
made against known organized criminals or known narcotics dealers
in the Chicago area in the last 5 to 10 years. I'm very anxious to
see that. I’'m anxious to see what’s happening since we made changes
in the tax reform law. We no longer should have the excuse that the
Tax Reform Act of 1976 blocks IRS’s participation in this area.

Chairman Rorm. That’s an excellent suggestion, Senator Nunn,
and I so instruct the subcommittee,

Senator Prrcy. Mr. Chairman, Al Capone would have never been
jailed had it not been for the IRS in cooperation with the FBI.

Chairman Rorm. Senator Rudman.

Senator Rupman, Mr. Chairman, I'll be very brief,

Mr. Hegarty, I think you are probably as good a witness as any
we will have today to answer this very brief question. You stated that
roughly 50 percent of your resources were devoted to public corrup-

tion, organized crime, white-collar types of investigations; is that
an accurate statement ?

Mr. Heearry. Yes, it is , Sir. _

Senator Rupman. If the Congress, in a sudden reckless moment,
were to take away your eavesdropping capability, take away your
Federal grand juries of an investigative nature, eliminate the witness
protection program, eliminate the Immunity program, and I came to
you as a manager and said, “All right, what do you want to do with
those people? Should we keep them in this area or should we go and
do something else #” What would your answer be?

Mr. Heearty. We would take a certain percentage of them and have
them do what we did in the early 1960’s when we didn’t have the ability
to develop those cases. They would plod along, but their level of pro-
ductivity, their effectiveness, their eficiency would be substantially
reduced. I could not support the number of agents I have onboard
Chicago working these matters right now if those tools were taken
away from me. I probably could only support maybe 10 percent of
what I have right now. The rest of them, if I left them on those assign-
ments, they would be on some type of glorified relief program, because
they wouldn’t be able to do anything effective.

Senator Rubman. So, as a practical matter, in a State that does
not have some of these tools available—and I think you would
agree with me that the electronic eavesdropping, properly controlled,
wiretaps, court-authorized and reviewed, are probably the most im-
portant tools that-we have—then really most of the efforts that they

are spending, they are exerting a huge amount of labor for very, very
tenuous and small results; do you share that ?

Mr. Heecarry. Yes, I do, very much, Senator.
Here in Illinois, though, we have been able to perform very, very
effective working teams, incorporating both Federal resources as well

e
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i j i ime i tigations.
State resources, in major organized crime inves
%ﬂsfel Oh(.::éea%gen able to accon;plish this under the leadership of super-
i zek in Chicago. o N .
‘m?rv}glzﬁtIBcI;)zglcd tell you sor%le of the extraordinarily exciting and in-
teresting things we are doing in Chicago. I’m confident before thei) y_ea;
is out, you will all be reading about many of the things that are being
done here in Illinois %da;i. "
Rupman. Thank you very much. o
%(i;ﬁ(r)r]ian Rorm. Again, T want to express my appreciation. In
closing, I would like to ask you to submit to the subcommittee, if you
would ,any suggestions or recommendations you might have as to a
means of providing better coordination and cooperation at the Varlollls
levels of government. I think this is something that could be eXtIi;?,lIlle 1}{
helpful, because it’s obvious that you are going to have to ma,rsd a .ab
those fc’)rces, and I am concerned that we have not done as good a jo
in thi cessary. o
mlt\;}lr%s I?Irn?(?ﬁfrlr}?}?ine. %’11 prepare a memorandum and submit it to the
irman.? ‘ ]
Chaéll‘lgrman Rora. Thank you very much. I appreciate your being
% i ] i If with the
tor Peroy. Mr. Chairman, may I just associate myself w
sugggitothat Mr. Hegarty has I;romded the Chicago Police Depa;‘li:—
ment. My own working experience with him has been extraordinarily
good. They are an extremely competent, well-managed orgal}lzaii)loné
There’s always room for improvement, but what you have said abou
t is absolutely true. )
hiEIHEGARTY. %ioom for improvement in the Bureau, too. )
Chairman RoTm. I'm going to recess the subcommittee for 5 min-
utes. We will start sharply at quarter of. The subcommittes 1s in
recess. ; :
| Brief recess. . . .
LCha\,irman Rorm. The subcommittee will please be in order. ;
We are going to change the order of our witnesses. I will call Oﬁ'-
ward at this time Richard Brzeczek, who is the superintendent of the
i Police Department. . ]
C}%[l’(r:i%ciso (;;(l)ing tc}) limit questioning on the first round to 7 minutes, in
the interest of conserving time.
Will you please raise your right hand.
it SWOrL. _ '
%Vlgli}risasn ROTH.] Please be seated. As I advised earlier, your state-
ment will be included in the record in its entirety, and we would ap-
preciate your summarizing it for the purpose of the panel.

TESTIMONY OF RICHARD J. BRZECZEK, SUPERINTENDENT,
CHICAGC POLICE DEPARTMENT

Myr. Brzeczex. Thank you, Mr. (_Jhairman. o
Mgmbers of the subcomm,i"ctee, in terms of summarizing the state-
ment, I think that I have to echo many of the comments that were

- ————

1The memorandum referred to was not received by the subcommittee at time of
prlznstlx(xagﬁ. 133 for the prepared statement of Richard J. Brzeczek.
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made here this morning that the subcommittee has already heard. The
problem of organized crime in the Chicagoland ares is pervasive, and
it does, in fact, exist, despite the fact that some people tend to ignore
its existence. The areas of gambling, narcotics, chop shops, prostitu-
tion, pornography ‘

hairman Rorm. Would you put the microphone before you so
we can hear you, please ?

Mr. Brzeczer. The areas of gambling, narcotics, chop shops, pros-
titution, pornography, infiltration of legitimate business, lahor
racketeering are just some of the areas that we have to confront on a
daily basis.

I think that there are two major problems that we suffer from in
terms of being able to deal with it from the standpoint of the local
law enforcement agency. Both of these, I think you have already
heard this morning, and I think, for the purposes of their importance
and emphasis, T should reiterate them. : \

First of all, there’s a general apathy on the part of the public con-
cerning their participation in organized crime, the apathy being that,
as you heard from one previous witness, Super Bowl activity, most
people don’t think it’s wrong to make wagers on such sporting events,
or on horss racing events.

The other impediment that we have, of course, as you heard here
several times this morning, is our inability to conduct electronic sur-
veillance as local law enforcement officers in the State of Illinois.
There’s no question that the highlight of former Superintendent Wil-
son’s testimony in 1963 jdentificd that impediment as the indispensable
requirement for effective law enforcement in the area of organized
crime.

-What we have been doing—and you have heard the testimony of the
special agent in charge of the Chicago division of the FBI—is that
for the past 8 years we have been engaging in joint investigations, uti-
lizing personnel froin the police department and the FBI to deal with
these sophisticated investigations of organized crime,

We have certain resources in terms of the skills of our personnel, and
the FBI likewise has skilled personnel, with the additional resources
of electronic surveillance, grand jury investigations, things like that,
which assist us in pursuing these investigations.

I think it’s important that the consideration which was raised 90
years ago about electronic surveillance be the primary or the foremost
consideration of this subcommittee as it must make recommendations,
as Senator Percy said, to the Illinois General Assembly. There’s been
a reluctance on the part of the general assembly in each session to even
consider the introduction of legislation dealing with electronic sur-
veillance. B

In the past 3 years since I have been superintendent, I have infor-
mally talked to members of the general assembly who are sympathetic
to and in support of law enforcement, concerning the introduction of
electronic surveillance legislation. The response I got back was basi-
cally not to bother, because it wouldn’t even get out of committee.

The general public reason given for it is that they do not want to
take steps which may appear to impinge on personal liberties and civil

liberties.
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I think sometimes because of the success that the FBI has had in
some cases in joint investigations we have conducted with the FBI,
success that we have had in dealing with official corruption cases by
using electronic surveillance and other resources, may be the real
reason why there is a reluctance to consider legislation concerning
electronic eavesdropping.

Chairman Rors. Thank you.

One of the things that has particularly concerned me is that fact
that we can identify many of the leading mobsters. On July 11, Jackie
Cerone took the fifth amendment 40 times before the predecessor of
this subcommittee, the McCellan committee.

In 1968, Chicago Police Officer William Duffy testified that Cerone
was a member of the mob.

. What has the Chicago Police Department done to investigate this
situation since then? We are talking about more than 20 years.

Mr. Brzeczex. Well, basically, I have to relate a situation that oc-
curred about 3 years ago. Judge Webster, the Director of the FBI,
was in Chicago on March 14, 1980, addressing the Executive Club in
the city of Chicago, and he identified the organized crime activity in
the course of his remarks to those in attendance.

I took the placecard that was in front of me while I was sitting on
the dais with Judge Webster and wrote those categories down, and,
at that time, questioned people in the Chicago Police Department as
to what was going on in these areas. And to my dismay at that time—
1t was within the first 2 months of my tenure as superintendent—I
received a negative response in each of those areas. It dealt, again,
with gambling, chop shops, narcotics, things like this.

I asked them exactly what they were doing in that area, They talked
about the fact that they were following around certain individuals,
like Cerone, Aiuppa, Accardo, taking them to places where they wor-
shiped, taking them to places where they eat, taking them to places
where they congregate. There has been activity going on, and for all
these years, I haven’t seen any evidence-gathering to put people in jail.

As a result, we took a new position, took a new thrust toward
organized crime, to begin developing investigations which would
gather evidence to start putting people in jail.

I think that the testimony of the special agent in charge of the FBI,
Mr. Hegarty, in terms of what can be anticipated somewhere down
the road, we anticipate somewhere between 10 and 12 months, we’ll
bring to fruition the first wave of results from our recent activity in
dealing in the area of organized crime. i

Chairman Rorm. If I understand the thrust of your comments, what
you are really saying to me is that up to about 2 years ago, there was
Verytlglttle, if anything, being done in these areas by the police depart-
ment ?

Mr. Brzrczex. Other than maintaining surveillance as to where
people ate, went to church, and congregated, and I think that’s mani-
fested by the fact that there’s previous testimony from a member of
the Crime Commission, when he raised the question rhetorically,
“Who is going to jail ¢” "

Chairman Rorm. Earlier witnesses have testified that the reason we
don’t see more results here in the past is that organized crime has cor-
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rupted the public sector, that the only way you can be successful at the
local level is if you have the support of your public officials, if you
have the necessary laws and legislation on the books to enable you to
investigate and prosecute.

T understand that you have made statements that if there’s a change
in public administration—in the city’s administration, you will leave
office. Would you comment on the problems of public corruption in
this area

Mr. Brzreczer. Well, I think that the only comment that is necessary
concerning the posture of any administration in this municipality is,
one, that it has to be unequivocally opposed to any form of organized
criminal activity and compromising official positions. It has to be
unequivocally opposed to any such activity.

I think that when you look at the history of organized crime, official
corruption is an indispendsable element to the success and continua-
tion of organized crime.

However, I see somiz breakthroughs coming through. In my testi-
mony—=Senator Nunn referred to it—in the prepared text, about the
activity that we took against massage parlors in the city of Chicago,
which are organized crime controlled, and there are no massage parlors
operating in the Chicago area.

In 1973 I was in charge of the gambling unit of the Chicago Police
Department as a lieutenant. In terms of vigorous enforcement action,
we found that we were not receiving the type of dispositions in the
local courts that we desired after many days and sometimes weeks of
investigation in the area of gambling. We identified a major target
in terms of gambling in 1973, established Federal jurisdiction, took
the case to the F'BI, and worked it up with the FBI. And that investi-
gation resulted in the execution of 53 search warrants one night, and
when the grand jury sorted the case out, there were 11 people indicted,
we had 11 people convicted, 9 of them went to the penitentiary for
gambling violations, and the case of United States v. Niwon was
affirmed by the seventh circuit.

It’s that type of cooperative effort and that type of approach to
making sure that there are no snags anywhere along the line that we
can obtain successful results. At the same time, because of the .con-
tinuation of the vigorous enforcement efforts, gambling has not been
eliminated frem the city of Chicago, but we find that a substantial
majority of the major operations, the large wireroom operations that
are doing tens of thousands and hundreds of thousands of dollars in
special events like the World Series and the Super Bowl, or the Ken-
tucky Derby, may be doing even in terms of millions of dollars of
business, have all moved out to the suburban areas of the city of
Chicago. That is one of the problems that we have in terms of juris-
dictional approaches, because we are the Chicago Police Department,
and investigations are taking us out to the suburban areas, which
requires us to coordinate efforts with other law enforcement agencies.

Chairman Roru. The thing that still concerns me is that we have
witnesses, knowledgeable witnesses, who are saying that organized
crime is more pervasive in this area because of public corruption.
Some things are going on, and I’m delighted to hear, for example,
that there’s a number of initiatives in the police department to begin.
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correcting this. But the question I have is twofold. One, what do you
see as the future of the Chicago Police Department? I mean by that,
will the department be able to continue some of the worthwhile initia-
tives you have discussed ? I would like to have you comment further, if
you would. How are we going to attack this problem of public corrup-
tion? We are told that local enforcement officials can be successful if
they have the backing of local public officials. We are told that that is
not the case in many situations here.

Now, how are we going to correct that? _ o

Mr. Brzeczex, I think that the police department will continue to
be successful in this area because it is a large, proud, effective organiza-
tion. I think that what has happened in the past several years is that
mnovative initiatives have been established through joint ventures
with Federal agencies and the department to deal with this overall
problem of organized crime and the specific activities that organized
crime deals with. )

I think that what’s required among law enforcement agencies, and
particularly law enforcement officials, 1s that they cannot be influenced,
they cannot be affected by a posture of public officials, elected public
officials, who may think that another avenue of approach would be
more appropriate, for example, forebearance from enforcing some of
these laws. _

Chairman Rora. Let me be a little more specific. The House Assas-
sination Committee printed some excerpts of FBI wiretaps in its
hearing records. One conversation had ex-Chicago Congressman
Roland Libonati talking about how he personally had killed six bills
submitted by Attorney General Robert Kennedy. He told this to Pat
Marcy and John D’Arco, two persons who are still active in this city.
Many other questions were raised about political corruption in these
wiretaps. . o _

Let me ask you these two specific questions: How pervasive is Chi-
cago-style political corruption today, in your view? Is there any way
organized crime can survive without political help? .

Mr. BrzeczEg, In terms of how pervasive it is, without making any
type of quantifiable comparisons to a period of time in the past, I think
pervasiveness is something that may not be quantifiable now. I think
1t’s a feeling, subjective feeling. I can tell you that it does exist, but
to what degree, a quantum of 5, a quantum of 10, a quantum of 500, I
cannot put a specific number on it. . )

In terms of the future of organized crime, you heard testimony
about the need to deal with it from the prosecutorial standpoint, you
heard testimony about the need to deal with it from the standpoint of
asset seizure, and the third dimension, of course, is you need to deal
with it by attacking the corruptive elements that are permitted to
continue to exist. . :

Chairman Rorm. My time is up, but I'm going to ask you to do
what T asked the prior witness. One, I'd like to have, if you would,
your recommendations as to how there could be better cooperation
between the various levels of government, and, second, I would appre-
ciate any further thoughts or comments you care to make on how we
can attack this problem of public corruption.

Mr. Brzeczek. Thank you.
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Chairman Rorm. Senator Percy.

Senator Prrcy. Superintendent Brzeczek, you have indicated that
one of the arguments used by the State legislators that they can’t pass
enforcement laws that will strengthen the hand of law enforcement
officials is that it invades the civil liberties area.

Now, we have to have a balance here. We had to do that at the
Federal level. We achieved, we think, a better balance than exists at
the State and local levels. _

We took the position that the civil liberties of people to live free
from fear of crime in business or on the street or wherever it may be
was an overriding thing, and that we couldn’t go around just protect-
ing the civil liberties of say, organized crime and members of organized
crime, and so we toughened up our laws.

Is it, in your judgment, possible for the State legislature to adopt
laws that will protect the civil liberties of the average citizen but
deprive the members of organized crime of some of the shields that
they now have and the protection that they now have because of the-
lack of such legislation ?

Mr. Brzeczeg. Senator, I think if the Illinois General Assembly
adopted verbatim, with the exception of the identifying officials,
because we are talking about the local level, but if the Iliinois General
Assembly adopted verbatim title 3 of the Safe Streets Act, which is the
wiretapping statute at the Federal level, and permitted that activity
to occur under the same constraints and with the same requirements
that Federal agents have, I can guarantee you that within less than
2 years after passage, there would be major inroads, major impacts,
made in the area of organized crime in this jurisdiction. :

Senator Percy. Do you think that would help us get at the bottom
of this problem of the corruption of public officials which protect the
corruption of organized crime then ?

Mr. Brzrczex. There’s no question about it, because, as I mentioned,
official corruption is an indispensable element to the continued exist-
ence of organized crime, and I think that there are a sufficient number
of cases at the Federal level which demonstrate that corruptive
influence in organized crime.

And if you listen to Judge Webster, who talks about 7 ,900 agents
in the entire United States, plus the other responsibilities that they
have, I have 12,500 police officers in this department, and if we
can take some of our resources and hook them up with the tools
which I think you are in support of, I guarantee that in less than 3
years after the Governor signs that bill into law, there would be
major—major steps taken against organized crime and corruptive in-
fluences in this jurisdiction.

Senator Prroy. I would like to just ask you a question about the
possibilities of corruption in organized labor. I start with the ‘prem-
ise—and I'm sure you agree with it—that in my judgment most
organized labor is honest, straightforward, and serving the interests
of the public and their membership, just as I think so of business, that
fhgre is corruption in business, and there is corruption in organized

abor.

We have heard, for instance, that the legitimate salvage yard deal-
ers are being threatened if they don’t cooperate with organized crime.




What advice would you offer to business people or to labor union
officials who, in good faith, are intimidated, appear to have to give in
to extortion schemes to stay in business? What should they do when
they are aware of those facts?

Mr. Brzeozex. The answer is very basic. They have to go to law
enforcement authorities for help and to stop the practice at its begin-
ning, and I think there are a series of cases here in recent years in
which potential victims of extortion or other types of racketeering
practices have gone to law enforcement authorities, and action has
been taken.

Senator Percy. One brief last question: Do you think that the—
as provided for in my legislation that Senator Dixon is joining me
on—that organized crime is involved in the chop shop operation, and
that the numbering of critical parts on automobiles, the requirement
that they be numbered, would help the police apprehend and crack
down on this particular highly expensive, multibillion-dollar cost to
the consumers ? '

Mr. Brzeczek. I would have to answer yes to both questions. One.
organized crime is, in fact, involved in the chop shop business. T would
take it further by saying that organized crime controls the chop shop
business. It’s sad, but I think that Chicago is looked upon as the focal
point of chop shop activity in the entire United States. I think that
the legislation you are proposing would substantially assist law en-
forcement personnel in conducting investigations relative to these
types of operations.

Senator Percy. I'd like to say just personally to you I'm sorry that
you have felt it necessary to submit your resignation. You have a very
distinguished career behind you. And any help I can offer you in the
future at any time, I would be very happy to do so.

Mr. Brzeczek. Thank you very much, Senator.

Senator Percy. Thank you.

Chairman Rorm. Senator Nunn.

Senator Nunw~. Superintendent, just a brief question: What is the
proper role of local government in your view, in fighting organized
crime ? The second question is, what is the proper role of the Federal
Government? By local, I mean local and State government.

Mr. Brzeczek. As I understand your question, I think that you may
be asking me for an opinion concerning some previous testimony as
to whose responsibility it may be for

Senator Nun~. Right.

Mr. Brzeczex [continuing]. Organized crime.

Senator Nunw. Right.

Mr. Brzrczex. I think it’s a joint responsibility. First of all, I think
the condition of organized crime in a given community is directly the
responsibility of the local law enforcement agency.

But when you hear testimony about organized crime activity trans-
cending jurisdictional boundaries, and we can go ahead and execute
a warrant out in suburban Cook County or any place in the State of
Illinois, but, as you heard Mr. Hegarty testify to, in our chop shop
operation, we went to the FBI and asked them for help in this area
of chop shops. They were very interested. And the question came up
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concerning jurisdiction, whether or not there would be any interstate
activity. )

And:),’ as I can recall, I think it took less than a week to establish
that, because they were taking parts all over the United States, not
only to Indiana, but, as he mentioned, as far as New York State,

Texas, and out to California. _ _

I really think that the best approach is the pooling of resources at
both the Federal and local level, and I think if the subcommittee,
either formally or informally, would take a look at what the relation-
ship is here between the local law enforcement agency in Chicago, the
Chicago Police Department, and the respective Federal agencies, the
FBI, the DEA, the Secret Service, AFT, et cetera, I think that you
would find, both in structure and in practice, a model that can be ap-
plied to metropolitan areas throughout the country. I have never seen
in my life the cooperation that is enjoyed here in this jurisdiction be-
tween Federal and local law enforcement officers. I think it’s a blessing
to the people of Chicago to have that posture. ] )

This is net only a cooperative effort when there is only a third party
target or objective. This cooperative effort also exists when we have
to deal with the internal corruption problems in the Chicago Police
Department.

f)think that what’s happening is that one of the—one the areas of
hope, maybe, is that as we are getting new police officers and new
agents into agencies such as ours and the FBI, you are finding, philo-
sophically, less and less tolerance among individuals for corrupt activi-
ties. And I think that the era of having the unintelligent kind of
buffoon and corrupt police officer that this country may have been ac-
customed to over the years is slowly fading into the sunset. We see a
lot of young officers who will not compromise their integrity, will not
compromise their public trust, and meet an issue head on, and report
that kind of information to assist in furthering the investigation and
dealing with it. We have seen it many times in the last couple of years
in the police department. ) . .

Senator Nunw. Does your department have any direct relationship
in turning, say, names over to the Internal Revenue Service of people
who have very high incomes, and who are suspected of organized crim-
inal activities, but who have not been convicted or cannot be convicted
of any direct crimes? )

Mr. Brzeczek. Yes, we have an exchange program with the IRS,
understanding the constraints upon the IRS concerning dissemination
of information to us. .

Senator Nunn. Some of those constraints have been lifted, but some
of them remain.

Mr. Brzrczek. That’s the one thing: )

Senator Nunw. Internal Revenue Service’s blocks from that kind
of effective activity have now been lifted by law. _

Mr. Brzrozex. That’s correct, but I think the best example 1s that
we have a multifaceted approach to narcotics investigations. We have
our CPD/DEA task force here in Chicago, which deals with large-
scale operations of narcotics trafficking. . '

We also have our continuing conspiracy squad which deals with the
eight forty-eight continuing conspiracy as set down by Federal law,
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and there you have an assistant U.S. attorney, DEA agents, and IRS
agents, who actually, on a part-time basis, occupy office space at our
headquarters building, along with Chicago police officers, who work on
these continuing conspiracies and deal with thc hierarchy of orga-
nized crime figures in the narcotics field.

Senator Nun~. Has that just started, or has that been going on for
a number of vears? :

Mr. Brzreczer. That has been going on for about 3 or 4 years.

Senator NunN. Do you see any payoffs from it?

Mr. Brzeczex. Yes, we have. Some of the substantial cases in this
area, both from the standpoint of narcotics trafficking and official
corruption, came out of those types of cases.

I think Mr, Hegarty’s reference to our joint investigation where 10
police officers were convicted of protecting narcotics dealers came out
of just such a case.

-Senator Nun~. Could you furnish for the record the names of the
cases where there’s been successful prosecutions in which the Internal
Revenue Service in this area played an important role?

Mr. Brzeczex. I think I can do that.

Back, as I mentioned, in the days when I was in charge of the gam-
bling unit, we established a relationship at that time with the IRS
Audit Division, and every time we would make a fairly substantial
seizure of records and/or money, the IRS would be asked to come in
and would do the audit, and they would conduct their investigation
and make their assessments under that 10-percent provision of the
gambling statute, and it was a very, very effective tool, because while
there may have been some problems with the criminal prosecution
wherever it may have gone, there were substantial seizures of assets,
seizures of substantial assets, such as buildings, automobiles, and other
types of assets. So it works out very, very well.

IRS, I think, is an extraordinarily important agency because of the
types of power that it does have under the Internal Revenue Code to
deal with these specific types of problems.

Senator Nun~. Well, I would like to see those cases, if you could
furnish them for the record.

Mr. Brzeczex. Sure.

Senator Nunn~. Thank “you.

Chairman Rorm. Thank you, Senator Nunn.

Senater Rudman,

Senator Rupmaw. Superintendent Brzeczek, without discussing
evidence, if there is any, or suspects, if there are any, because of what
we are talking about today. do you have any theory on the motives for
the murder of Allen Dorfman ?

Mr. Brzeczex. My personal theory would be that Mr. Dorfman, in
anticipation of a substantial sentence coming from the Federal dis-
trict court, the northern district of Illinois, presented himself as a
risk for organized crime, their anticipation that he may be willing to
provide information about the workings of organized crime in ex-
change for a reduced or lesser sentence.

Senator Rupman. Particularly that he would have had information
to supply in the area of labor racketeering ?

Mr. Brzeczex. I think that Mr, Dorfman represented that element
of organized crime—and this is my own personal breakdown—I think
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that there are basically two functional components of organized crime,
the muscle and the brains, and I think Mr. Dorfman represented the
brains aspect of organized crime, and knew an awful lot about its
structure and its workings and people in the appropriate positions,
and, of course, that would naturally bring about the involvement of
organized crime in labor racketeering, infiltration into legitimate
business, and all the other unsavory activities.

Senator Rupman. And at his age and his success—financial success—
in life, he, obviously, presented a very high risk that he might decide
to provide evidence in return for some other consideration?

Mr. Brzeczex. I'm not sure his age had anything to do with it. I
think that even if he were a younger man, but based on his involve-
ment and his position and the way he was looked to in terms of ad-
vice and counsel, I think he presented a very high risk.

Senator RupmaN. Superintendent Brzeczek, we, I guess, pretty
much agree as to what you need in this State in terms of making
vour law enforcement efforts and organized crime investigations more
effective. My question is—you have known that before today, obvious-
ly, and everyone has—what have you done personally to attempt,
through the associations of police which I know must exist in this
State as they do in mine, to get the Illinois Legislature to address this
problem forthrightly and hear your side of the story?

Mr. Brzeczer. Well, with all due respect to the Illinois Association
of Chiefs of Police, historically, they do not present a very effective
lobby in connection with legislation that would prove supportive or
beneficial to the police. Again, in the past several years, we have been
organizing the chiefs to deal with these legislative problems,

There has been testimony by people from the Chicago Police De-
partment and other police departments in the State of Illinois sup-
porting the type of legislation I previously discussed. Unfortunately,
none of it has ever been passed to give us the tools that we need.

I think that some of the comments of the subcommittee, Senator
Percy’s comments about the balance between civil liberties and the pro-
tection from the fear of organized criminal activities, is something
that the public must be aware of and must support through their
representatives and senators down in the Illinois General Assembly.

T think that as time goes on, I think as this issue continues in focus,
either throuch the subcommittee’s activities here or through our in-
vestigative erforts both at the local and Federal level, somewhere along
the line, someone will see the need that to be even more successful;
we need these additional resources. :

Senator Rupman. Have you done anything personally? Have you
testified ? Have you communicated with legislators over the last 2
years, or however long you have been involved in police work?

Mr. Brzrczex. I have not testified personally because there has
never been any testimony to be taken in connection with such legis-
lation since I have been superintendent. ’

But I have personally communicated with legislators, as I previous-
ly testified, who are sympathetic and supportive of law enforcement,
as to the feasibility and possibility of getting electronic surveillance
legislation passed in the State of Illinois. _

Senator Rupman. Do you expect that the Illinois law enforcement
community, meaning chiefs, officers, other groups, will strongly sup-
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port the efforts of the Chicago Crime Commission should it choose to
submit a legislative package to the Illinois Legislature ?

Mr. Brzrczex. I think that if the legislative package is such that it
1s conducive to the support of law enforcement and law enforcement
efforts, the chiefs in this State will support that package.

Senator Rupmax. Well, certainly, I assume they would support a
tightly drawn model electronic eavesdropping statute. i

Mr. Brzeczex. It seems to me—and I may be oversimplifying the
issue—but if we were able to take the title 3 legislation which has been
tested in the Federal courts, and take that type of legislation, and en-
act it in Illinois, we would, I think at the beginning, overcome a lot
of the problems, a lot of the tests that the statute would be put to
through litigation later on, because we already have an existing statute
which has been tested, and that’s what I would like to see happen.

I also think that to prevent abuses in terms of using electronic sur-
veillance, there are sufficient controls and sufficient constraints placed
upon Federal law enforcement officials to make sure that electronic
surveillance is only used in a proper fashion, and that’s what 1 would
like to see, that type of balance.

Senator Rupaax. Finally, Superintendent Brzeczek, it’s my under-
standing that due to some civil litigation over the last few years
regarding the intelligence-gathering activities of the Chicago Police
Department, that you really don’t have a Iot in your files in the area
of iabor-management racketeering and associated organized crime
activities, Is that true?

Mr. Brzeczex. That’s correct, because in connection with litigation
in the Federal District Court for the Northern District of Illinois,
there were files that were either impounded or had to be purged as a
result of that litigation. It basically emerged not so much as an attack
on our ability to conduct intelligence activities regarding organized
crime, but, to use that parlance of the plaintiffs, the plaintiffs’
attorneys, and sometimes the media, it dealt with political spying

Senator Rupman. Well, are you making efforts now, with that
order outstanding, through counsel of the city of Chicago to try to
rehabilitate the methods and get back into the business of gathering
intelligence on organized crime ?

Mr. BrzEczEK. Yes, we are; yes, we are. We promulgated new guide-
lines, and, hopefully, those new guidelines will permit us to generate
the requisite information that’s necessary to conduct our investigations.

Senator Ruomaw. Thank you very much, Superintendent.

Thank you, Mr. Chairman.

Chairman Rors. I want to thank you for being here today. I would
like to underscore once more what Senator Rudman has been saying.
It’s a matter of real concern to us that in the area of wiretapping, you
don’t have adequate laws on the books. I would just point out that
the problem of civil liberties is not peculiar to Illinois. It’s one that
concerns us everywhere. And in other principal States that have major
cities with problems with organized crime, most of them have adopted
some kind of legislation, so that one cannot help but begin to wonder
whether part of the political corruption hasn’t played a role in prevent-
ing these laws from being enacted. .

We will, again, leave the record open for written questions to you.
I want to thank you for being here and for your cooperation.

Mr. Brzeczex. Thank you, Mr. Chairman.
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Senator Percy. Mr. Chairman, may I note the presence of one dis-
tinguished member of our audience, our former distinguished colleague
in the U.S. Senate, Senator John Culver, from Iowa, who is here with
us today. -

Chair};nan Rorm. Yes. We are all delighted to see John and to have
a chance to renew old acquaintances. '

Senator Nunn. He’s a former colleague. He’s still distinguished,
I might add.

Chairman Rora. That may be more than we can say for some of us.

At this time, we will call forward William Roemer, who is a former
special agent of the FBI and now serves as a consultant to the Chicago
Crime Commission.

Mr. Roemer, will you please raise your right hand.

[ Witness sworn. ]

Chairman Roru. Thank you. Please be seated.

As you have heard me indicate earlier, we will include your prepared
statement in its entirety and would appreciate if you would summarize
it.? :

Mr. RoEMER. Yes.

Chairman Roru. Having said that, we are pleased to have you here
and look forward to your testimony.

TESTIMONY OF WILLIAM F. ROEMER, JR., CONSULTANT, CHICAGO
CRIME COMMISSION, FORMER SPECIAL AGENT, FEDERAL BU-
REAU OF INVESTIGATION

Mr. Roemer. Thank you, Senator Roth. _

I am going to give a statement today on behalf of the Chicago Crime
Commission. I should tell you that I was an FBI agent for 30 years,
and for 24 of those years, 1 served here in the Chicago Office, most of
which time I spent on the Organized Crime Squad. I was the senior
agent on the Organized Crime Squad of the Chicago Division of the
FBI most of the 1970’s.

What I would like to do at this time is to present a statement that
has three sections to it. The first section is a history of organized crime.
I’'m not going to spend any time on that. But I think that anybody
who is a serlous student of organized crime should have that as a
foundation. Perhaps you and your subcommittee members could, at
your leisure, go through that statement.

The 'second section that I’'m going to give is the current status and
structure of organized crime in Chicago as it exists today, and I
would like to step to that chart, if I could, Senator Roth, and point
out some of the things on there. I'll try to keep my voice up so that
people can hear me.

This chart was prepared primarily by Bill Lambie, who is a former
employee of the Chicago (g)rime Commission, and is now with Neal
Hartigan, the attorney general of the State of Illinois, with assistance
from me.?

I would like to point out on this chart the identities of those people
who are currently the top leadership and the soldiers involved in
organized crime, the mob, the Lia Cosa Nostra, the underworld, the
outfit—whatever you want to call it. It’s all the same.

18ee p. 157 for the prepared statement of William Roemer, Jr.
2 The chart referred to appears in the prepared statement of Mr. Roemer, on p. 186.
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On the top, we have Tony Accardo. Tony Accardo has been a mem-
ber—a, leader, actually—of organized crime in Chicago for parts of
seven decades, if you can imagine that. Since the 1920’s, when he was a
hit man for Al Capone.

Next—we put Aiuppa up here as the boss. Joe Aiuppa has been the
leader of organized crime in Chicago for about 12 years. At the present
time, he has sort of insulated himself, to the best of our knowledge,
from the actual leadership of organized crime, and is leaving most
of the day-to-day operations of the mob today in Chicago to Jackie
Cerone.

Jackie Cerone was the top boss of organized crime during the late
1960’s and early 1970’s, when we, in the FBI, convicted him of a
gambling, extortion, ITAR viclation, and sent him away to prison.
He has now resumed—after some period of time, after he got out of
prison—he has now resumed his leadership role in organized crime.

Tony Spilotro is over here. Spilotro leads the invasion of the West
and is the liaison between the Chicago mob and their interests in Las
Vegas. His star is falling at the present time, because he has been con-
victed. Ray Shryock is sitting out here today from the organized crime
division of the State’s attorney’s office, and he assisted the FBI in the
arrest of Spilotro. Spilotro is currently in jail in Las Vegas and about
to come back to Chicago, where he hopes to get out on bond.

You heard Mr. Hegarty describe the fact that there are what he
called five street bosses in the Chicago area at the present time. We
refer to them here as capos, capo-regima; and first one is Joe Ferriola,
also known as Joe Nagall, or Joe Nick. He is the most active, probably
the most dangerous capo of the bunch. His field is gambling, He is the
guy who is responsible for the gambling activities of the Chicago mob
throuchout the Chicago area.

The next one is Joe I.ombardo. You have heard Mr. Hegarty today
talk about Joe Lombardo. If Tony Spilotro’s star is fading, then I
would say Lombardo’s star has faded. Because of his conviction in the
Pendorf investigation. He is in the Metropolitan Correctional Center
at the present time, just a couple of blocks away from here.

The next capo is Angelo LaPictra. He is in charge of the South
Side of Chicago and is involved somewhat. in the chop shop situation.

Vince Solano has the North Side. He is the capo in charge of the
North Side. ;

Underneath him we have Joe DiVarco, Caesar DiVarco, as the top
lieutenant of Salerno, and probably he has a capo status himself, be-
cause DiVarco is a very strong individual.

The next fellow, the last capo, is Al Tocco. Some people in law

enforcement consider at the present time that Al Pilotte, who was
recently convicted in the Laborers case that My. Hegarty talked about,
some people consider that Pilotto is still the capo in charge of the
southern surburbs of Clook Clounty. 4

But we feel that since Pilotto is in jail, in prizon, and no longer
taking an active part, that Al Tocco has taken his spot, and so we
put him in that spot.

One other fellow who we should very definitely talk about is Gussie
Alex. When I first became involved in the organized crime program
of the Chicago division in 1957, when the top hoodlum program was
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set up throughout the country, when the FBI first became involved
in organized crime investigations, he was the fellow who I was most
interested in, who I was assigned to. He is still here today. His job
is public corruption. His job is to maintain the liaison with those
individuals who can help assist the Chicago mob insofar as politicians
are concerned, labor leaders are concerned, legitimate businessmen are
concerned, members of the judiciary—anybody who can lend assistance
and give tavorable treatment to the Chicago mob.

We have also named some 200 or more soldiers involved in organized
crime in the Chicago mob today, and they are named here, and you
have in your possession a statement concerning them. And I’'m sure
that at your leisure, you can go over that.

Thank you.

Chairman Rorm. Thank you.

Mr. Roemer. What I would like to do now, if I may, is talk about
the alliance ; my third section is the alliance between crime and politics.

I feel that the umbrella which protects

Chairman Rora. If you would, just put the microphone a little
further back. .

Mr. Roemer. I feel that the—is that better, Senator?

Chairman Rorm. That’s better.

Mr. RoEMErR [continuing]. The umbrella which protects the Chicago
mob, and the linchpin which holds it together, 1s its alliance between
crime and politics. Nowhere can organized crime be effective without
the connivance of public officials. This would include law enforcement
officers, legislators, judges, and key officials.

We believe that——

Chairman Rors. Key elected officials?
~ Mr. Roemer. Key elected officials, right, public officials, any kind
of public officials, actually. | - :

We believe that nowhere ii: the country has this been truer than in
Chicago. It has been widely reported that the FBI engaged in an
extensive electronic and other surveillance beginning in 1959 and end-
ing in July of 1965. Information gathered during that period was
spectacularly revealing, especially concerning the links between orga-
nized crime and this city’s elected officials. o

Some of this story has been told, some has not, but, in any case, it
needs to be recited today to alert the citizens of this city to ihe kinds
of things that have gone on in the past and are likely to be repeated
in the future.

In 1959 the headquarters of the Chicago mob was located in a
luxurious custom tailor shop on the Magnificent Mile on Michigan
Avenue on the North Side of Chicago, the near North Side of Chicago.
There, daily meetings took place of those people who were the leaders
of the mob in Chicago at that time. They were Tony Accardo, Sam
Giancana, Murray “The Camel” Humphreys, Gussie Alex, Les Kruse,
Ralph Pierce, and particularly Frank Ferraro, who was Giancana’s
underboss, the No. 2 man in the outfit at that time.

We became aware, as we learned what was going on in that tailor
shop, of the fact that there was a very close association between Mur-
ray Humphreys, who was the master fixer of the mob at that time,
the successor to Jake Guzik, Greasy Thumb Guzik, and John D’Arco.
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John D’Arco at that time was the alderman and the Democratic ward
committeeman of the first ward of the city of Chicago. This is the
ward that encompasses the Loop, and it’s probably the most strategic
ward in the city of Chicago. ' -

_ It soon became apparent to us that Humphreys had a long associa-
tion and a close association with D’Arco, and that he had a very domi-
neering influence and control over D’Arco. One of the first things we
learned was that Humphreys was very, very upset with D’Arco be-
cause of the fact that he had suggested to the Chicago mob that he
could control Richard J. Daley when Daley was running as a can-
didate for the mayor of Chicago in 1955, and that the mob should
support Daley over Martin Kennelly, who was the incumbent mayor
at that time. The mob did support Daley, much to their chagrin, be-
cause, as they found later on, as Humphreys said : “We can hardly get
our toes on the fifth floor,” the fifth floor being the location of the
mayor’s office.

It was about that time that T had my first confrontation with John
D’Arco. Giancana, who was then the boss of organized crime here
in Chicago, the boss of the mob, had just returned from a trip he made
to Mexico. On his possession, found by the customs officials who
searched him, was a list of the names of all of the leading hoodlums
in code, with a figure after each name. We found that—we later dis-
covered that it was a list of the points that these mobsters would
have in a racetrack for which Giancana had been negotiating in
Mexico. )

On_the list was the name of John D’Arco, with the figure 1 after
that. I, therefore, as an FBI official—this was in approximately 1960—
1, as an FBI agent, went to John D’Arco in his offices in the regular
democratic headquarters of the first ward across the street from city
hall at 100 North LaSalle, and T asked John D’Arco, T said to him,

Ym; are a public oﬁiqial, Alderman ID’Arco. How do you explain the significance
of thlS.hSt? You, obviously, should be publice spirited, and I assume that you
are. Will you help the FBI determine the significance of this list?

John D’Arco became very angry at me and he asked me why I would
embarrass him by asking him such a question as that.

I told him that I would rather embarrass him in a personal con-
frontation with him rather than go to someone else and ask suck a
question.

At that point his anger reached the breaking point, and he said to
me, “Roemer,” he said, “you cannot embarrass me. I’m too big a man
in this town. The FRI is not big enough to embarrass John D’Arco
in this town.”

I was hard pressed to forget those words as the years went by, but
as we worked on the first ward, we found that there was something
much more sinister in the first ward than John D’Arco. We found that
an actual made member of the Chicago La Cosa Nostra was actually
running the first ward and giving orders to D’Arco, then the alder-
man and the ward committeeman. This man was under the discipline
of Giancana and the mob, and was the sub rosa director of the affairs
of the first ward. He kept a very low profile, as ordered, and actually
had the title of secretary and administrative assistant. But we found
thatt;,i there was no doubt that Pat Marcy was the real boss of the first
ward.
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So we began—we asked Mr. Hoover if we couldn’ begin work on
the first ward, itself. And we found, as we did, that Pat Marcy and
the first ward of the city of Chicago was actually the conduit through
which the orders from the mob passed to those public officials, elected
officials, members of the judiciary, law enforcement officers, to those
who were under the influence and/or control of the mob. Marcy and
the first ward was the conduit through which these orders passed.

Now, there came a time when Giancana became very disenchanted
with D’Arco. He apparently felt that D’Arco was a liability in the city
council. He was therefore considering ordering D’Arco not to run
for reelection and stripping him of his post.

Murray Humphreys and Gussie Alex and Tony Accardo, who we
felt were the real brains in the outfit, were against removing D’Arco,
and so we felt it would probably be to the best interests of the city
of Chicago and the FBI and law enforcement in general if we did
whatever we could to make sure that D’Arco was replaced, that Gian-
cana got his way.

We found out that he was going to have a meeting, Giancana was
going to have a sit-down with John D’Arco, at the Czech Lodge out
in North Riverside, a suburb of Chicago. Three of us FBI agents went
out to confront this meeting. And I happened to be the lucky one. I
found the meeting place. I rushed in and I saw John D’Arco alone
with Sam Giancana, the boss of organized crime, the boss of the Chi-
cago underworld, sitting alone, hunched over a table, obviously having
a very serious conversation, so I burst into the room. We called and
his associate called Giancana at this time Mo, from his true name,
Momo. I burst into the room and I shouted, “Ho, ho, ho, it’s Mo.”
He knew me very well from many confrontations which we had to-
gether. John D’Arco then jumped up, as I reached out for him with
my hand, and I said, “Hello, John,” and, of course, we knew each
other. With the reflex action of a politician, he grabbed my hand,
shook my hand, and smiled.

Well, Giancana then was extremely angered, and he reached out
and actually kicked D’Arco underneath the table and said, “You
(obscene), this is Roemer.”

And then D’Arco’s face turned ashen. He realized that he had been
discovered in the meeting. :

As a result, the next day, John D’Arco announced that he was
resigning his post as the alderman, that he wouldn’t run again, said
he suffered a heart attack, and entered a hospital.

I would like to tell you that that was the end of John D’Arco. No
way, because today John D’Arco is still sitting in the first ward head-
quarters as the Democratic ward committeeman of the first ward.

As the years went by, we continued in the FBI to develop informa-
tion indicating to us that Pat Marcy continued to call the shots, which
his superiors in the mob commanded, and that he continued to be the
conduit through which the orders of the leadership of the outfit passed
to those politicians and public officials who were under their control.

Informants continue to advise through the years that D’Arco and
the current alderman of the first ward, Fred Roti, are the front men
for Marcy, and, therefore, for the mob.

I left the FBI here in Chicago in May of 1978 and transferred to
Tucson, Ariz., with the FBI, where I was involved in the Joe Bonnano
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case. After the prosectuion of Bonnano I retired from the FBI after
80 years, in March of 1980. But I didn’t retire from the investigations
of organized crime. I opened up my own investigative consulting
agency in Tucson, and T have returned some 15 times during the past
3 vears to Chicago, where I built and maintained my contacts inside
the mob with the people whom 1 had talked to before and who I con-
tinue to talk to and in law enforcement. FFor thé past 4 weeks I have
been doing the same in my role as special consultant on organized crime
for the Chicago Crime Commission.

I would like to tell you that the city of Chicago is much better off
today as far as the mob is concerned than it was 3 years ago, 5 years
ago, 10 years ago, 15 years ago. I really can’t tell you that at all. It
is my finding since I have been back here that the Chicago crime syn-
dicate is at least as bad as it ever was, and I think it’s worse than it
ever was.

I have heard Dan Webb, the T.S. attorney here, call the Chicago
outfit members a bunch of street punks. I think he’s undoubtedly right
when he says that, if he is referring to the soldiers. However, I have
had many, many confrontations and contacts with almost everybody
who is pictured on that list, some of them dozens of times. And.espe-
cially in the case of Jackie Cerone and Tony Accardo, I understand
them and realize that they are very, very capable, very, very intelligent
men. They never had a Yale or a Harvard education, but they are
wise men, they are street wise men. ... . .

I would want to say to law enforcement in this area that you should
not make the mistake of underestimating the current leadership of
organized crime in Chicago. I think these guys are probably the most
capable group of leaders which Chicago has ever had. And when I
say that about the people who are on that -list, I want to say it also
about Pat Marcy. Pat Marcy is about 70 years old, give or take a
year or two now. He has been in politics or behind the scenes in
politics for longer than anybody who is a public or elected official
here today. He has been calling the shots of the mob as far as politics
is concerned for many, many, many years.

I would like to conclude by saying that it will be interesting to see
how the election of a new mayor and the concomitant new adminis-
tration will affect the Chicago outfit.

In analyzing their situation, attention could be invited to the fact
that they have existed with some eight or nine Chicago mayors since
Jim Colosimo back in the early 1900’s. Under some, such as Big Bill
Thompson and Jane Byrne, they have thrived. Under some, such as
Tony Cermak, they have been hard hit. Under some, such as Kennelly
and Daley, they were treated with a benign neglect. And yet, as of
this date, the date of this hearing, they are as strong as ever, and
probably stronger

Thank you.

Chairman Rora. Thank you, Mr. Roemer. I want to express my
personal appreciation and delight that at the end of your FBI career
you didn’t choose to go to Palm Springs and play golf.

Mr. Roemzr. Well, I have done that, too. .

Chairman Rorm. But the thing that continues, sir, to cencern me

so much is some of the points that I have made earlier. We have this
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table or organization over here, whateve i
) r you want to call it, and a
f)iga 1(1)1’1; aﬁ;}'le ﬁgurgs cha,r_l[ge,f but, essentially, the infrastructu’re, the
] 1on, continues. In fact, as you said, it’ ishi
Iéflﬁ- o b O Thath viaht » 48 you said, 1t’s well and flourishing.
airman Rore. My question is we can identif
_ ¥, we know who these
people are—and, as you say, they are bright, the?y are able, they are
sltlgetefn ;vlise.—tt_)ut Wh:)i) lca?’t we attack the infrastructure? What is it
€s 1t 1mpossible for us to make any real i imati
ani\iI attlz%ckmg the infrastructure ? 4 progressin decimating
r. hoEMER. That’s a question I wish I had the answer for, Sena-
{;or. It’s a good question that we have discussed among ourse’lwﬁngl
aw enforcement for the 33 some years that I have been involved Sen-
ator Roth, and I wish I was intelligent enough to give you an answer.
The only thing that we have been able to do, we put most of those
p;ople who are on the top lines there—well, not most of them—many
of them, we put away, and we hope that by that means that we can
de%lémt?t tgl}?' I?luttfli:;. BII}t we haven’t been able to do that
lon’t think that I’'m wise en ' ‘
qugsiilzlqn. o that T ough to give you an answer to that
airman Rorm. Again, it bothers me, A ’ i
to you, “T’'m bigger than the FBL” syousay, Mr. Drco said
%}I}f _ROEMEE. That’s right.
alrman Rorw. Now, I was brought up to think the FBT
an}d3 I still think it is. ’'m a great admirer%f that organizatioXaS oS,
exergfsitllzg f?eCt is {(:ihat, In a sen.se%l he’s right. There he is, you say, still
mendous power, in 1 1 i
an%_ s S(leem omer helplgss. » Intluence, corrupt influence, in the city,
ow, let me ask you this: Senator Nunn, when he
v ( : , was h
:tressmg the income tax laws as one means,’at least, of facﬁf;}vgﬁs
Iggnﬂagg%e. l\gy polllfa%ue a;}ld friend here on the left, Senator Rud-
I h); 1% : ysically “left”—has stressed the fact that we don’t have
My question has been, time and acai
: C gain, do we really h
gn the books to attack the .mfrastructur:a? Are the I{ICathg::?ltl:szs-
g yo:;l see that as a possibility, this whole idea of conspiracy, as a way
z)h.no only putting a few people behind bars, but really doin some-
?Ig about tl&e infrastructure itself? s
ave we adequately utilized these laws that are on th
! e books now?
Mr. Roexcgr. ,I think we have. RICO, of course, is a statute tlz;t
i(én?e people don’t like to deal with because it’s a very complex statute.
I}I equires a great deal of investigation and implementation,
a }(:W{ever, 1t’s a very fine statute if it can be properly implemented
airman Rotw. I know you are not a lawyer—or are you a lawyer ¢
%}I}f Roemzer. T am a lawyer. yers
airman Rora. You are. Could T ask you, is the reas
the law itself needs to be simplified, if that can be dor(l): ,vgﬁll}, t%}?t
COﬁtlt}l}tlonal safeguards? e
I. hoeMEer. I think that would be very helpful. Prof
who helped write the RICO statute, W}irll 'f(?llov;r me gzsgy,r gﬁ?ﬁg&

Crime C 1ssi ! 1
addrees ) f?}Ilrzixtrlﬁ;s1ﬁxilmx:epresentatlve, and I think you probably should
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May T answer vour question just a little bit further, if T may,
though. Senator Rudman asked some questions previously about elec-
tronic surveillance, and. if T understood the premise of his questions,
he feels very strongly about electronic surveillance. I could not agree
more than I do. You may consider me a loose cannon. but what I
would like to say is, if you could document that, say, Tony Accardo
or Jackie Cerone was an actual, active member of organized crime,
if you could document that to a court of law, then I would think that
is all that you would have to do in order to get an authorized—a title
3 surveillance. If you could do that, and then put on a microphone
into the headquarters, such as the FBI did without authorization from
courts back in the period that I was speaking of earlier, if you could
do that, document to the satisfaction of the court that this man is an
active leader of organized crime, I think then that you could probably
go a very long way in figchting organized crime.

Now, I know the civil libertarians would jump up and down and
scream right and left, because the way it is now, you have to have
probable cause to show that a substantive violation is being committed
before you can get court authorization. I’m saying, do away with that.
Let’s just have the documentation, proper documentation, for the
fact that a man is a leader of organized crime, and actively involved,
and that should be enough.

Chairman Rotw. I think you make a point that’s well worth investi-
gating at greater length. but let me go back. As I understand it, what
you were saying is that the first ward is under the influence and control
of the mob.

Mr. Roemer. That’s right.

Chairman Rora. How many other wards can you say are penetrated,
at least in some measure, and how many areas outside of the city? I
gather one of the problems here is maybe the city has been successful
in the case of reducing or eliminating massage parlors, but they are
st%ill out here, so that “ain’t” much progress from the overall point
of view.

Mr. Roemer. That’s right, Senator.

Chairman Rora. So my question is, can ycu identify other areas
where the mob, organized crime, the family, whatever you want to
call it, is very influential?

Mr. Rogmer. Yes; I think T can do that. We have the 25th ward
in the city of Chicago; we have a man there by the name of—do you
want me to name names, Senator, when I go through this?

Chairman Rorm. Sure, please do. ,

Mr. Roemer. All right. There’s a man named Marco Domico, who
is the Illirois State legislator, who is from the 25th ward. He is the
heir apparent to the very elderly Vito Marzullo from that ward, and
he is considered to be “Pat’s guy.”

Chairman Rorr. Would he be for wiretapping ?

Mr. RoemEer. Would he be for wiretapping ? I don’t think he would
be for wiretapping.

We also have Billy Banks in the 36th ward, and we have the 87th
ward, and we have the 89th ward, which are very, very closely under
the influence of the 1st ward, under the influence of Pat Marcy.
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We have somewhat of a situation in the 28th ward, which is a West
Side ward—these are all West Side wards. That is a neighborhood
that has changed. It’s the old notorious Patty Petrone ward, and
there’s a man named Bill Carothers there now, who has been the alder-
man, and he is running in a runoff at this time, as I understand it. He
is not under the control of organized crime, but he certainly—he can
be convinced, according to my best information. Those are the wards
that probably would

Chairman Rorm. How about outside the city?

Mr. RoemEer. Outside the city of Chicago-—I am not really con-
versant with that at this time, except I would say this: In the city
of Chicago Heights, Ill., which is in the far southern suburbs, we have
a situation there. I mentioned Al Pilotto had been the captain—or the
capo in charge of that area. His brother, Henry Pilotto, is the chief of
police in Chicago Heights. Now, I’m not saying that Henry Pilotto
1s corrupt, but I’m just suggesting to you that we had a situation there
where the capo in charge of organized crime and the chief of police
were brothers.

Chairman Rota. Woud one expect State legislators from these wards
to be supportive of

Mr. RoemER. I can remember, when we were talking about this
period of time when we had the electronic surveillances, I remember
that we learned at that time that the mobsters were very much in-
terested in—in fact, they sent a fellow by the name of Lester Kruse,
Killer Kane Kruse—they sent him down to Springfield. He was the
capo at that time—not the capo, because he wasn’t Italian and he
couldn’t actually have that title—but he was the leader of the north—
of Lake County, Ill., which is up in the northern suburbs of Chicago,
and they actually sent him down to Springfield to coordinate their
efforts. He brought his satchel down there with him to the general
assembly and coordinated the efforts of the Chicago mob to defeat
wiretap legislation at that time.

Chairman Rora. You mentioned that something like eight mayors,
I believe was your

Mr. Roemer. Eight or nine. I didn’t count them all.

Chairman RotH [continuing]. Eight or nine have lived with the
mob, organized crime.

Is one of the critical problems we face here the fact that there has
not been any real success in attacking the infrastructure because
organized crime is seen as part and parcel of the city and the area, so
you better live with it?

Mr. Roemer. Yes; I think that’s an accurate statement, Senator
Roth. Some of the mayors did an outstanding—one of the mayors, in
particular, Tony Cermak, back in the early 1930’s, was very well-
I;lnown,b and, of course, some believe he got shot for his efforts against
the mob.

Other mayors, such as Ed Kelly, Mayor Byrne, have welcomed
with open arms John D’Arco into the mayor’s office. It’s my under-
standing that during the regime of Mayor Byrne, that John D’Arco
didn’t even need an appointment. He just walked in, passed anybody
who was waiting, and walked into her office. I’'m not 100 percent sure
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of that, but that’s what one of my sources, wheo is in a position to
know and has been very reliable in the past, has told me. I think the
premise of your question is well put.

That’s the kind of thing we have lived with here, and I think
that is one of the prime reasons that, when I came back here to
Chicago after having been gone from the FBI, T was appalled and
reached the ccnclusion that Chicago, as far as organized crime and
politics is concerned. is at least as bad and probably worse than it’s
ever been. .

Chairman Rota. To what extent have the family, organized crime,
used violence and threat as a means of imposing their will?

Yesterday we had a murder of one where there apparently was
concern he might be squawking to the law enforcement people. But
let’s be realistic. Are a lot of people, public officials, living in fear—a
fear of violence or threats to them, themselves, or their families?

Mr. Roemer. I think it’s probably a very subtle thing. I don’t think
that many public officials go down the street looking behind them and
having bodyguards. But I think that is in the back of their minds to
some extent, especially some of those who have come from areas where
organized crime is thriving and is pervasive. I think so.

Chairman Rora. Senator Rudman ?

Senator Rupman. Thank you, Mr. Chairman.

I really only have one question. It’s probably more of a comment

than a question. After listening to all of the witnesses here, and for

whatever the reason, lack of education, lack of sensitivity, lack of
awareness, what you are really saying here, Mr. Roemer, is that the
city of Chicago, the public here, tolerate organized crime.

Mr. RoeMEr. Yes; I think they do. I think the public has become so
warped and so used to public corruption and to organized crime in
particular, I don’t think that it surprises anybody, in the Chicago area
when we have a murder of an Allen Dorfman or a Xen Eto or a Leo
Manfredi, as we have had in the last couple months. I think that’s
why, Senator Rudman, this subcommittee is performing such a fine
function coming to this town and arousing—I have a friend in the
media who wrote an article the other day and said that because of the
fact you are coming here for 1 day, that for that reason you are not
going to be able to do much. Well, T very respectfully disagree with
that, and I know that Mr. Weiland and the rest of your staff are doing
an outstanding job. I think that your coming here will very, very
materially assist in arousing the interest. I think if the media, who
are here today, I think if they do the job that I would expect that they
will do, because investigative reporters in Chicago have an outstanding
reputation, I think you are giving them fodder today to arouse the pas-
sion of the Chicago public, and T think that that is a very, very impor-
tant thing.

Senator Rupman. You see, Mr. Roemer, what you are really
saying, what everyone here is saying, is that people tolerate murders
in Chicago because they expect they are going to happen. They toler-
ate them in most big cities. But, of course, that’s not what we are talk-
ing about here. What we are saying here to the people of Chicago and
the people of this country is that organized crime costs them a huge
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amount of money in their daily lives, and to the extent that there’s
political corruption in this city or in this State, how that affects tax
rates, how that affects property tax rates, inflated contracts, rigged
bids, sweetheart deals with labor unions, enormous burden on the tax-
payers, but they don’t see it that way, and I guess that’s really what
the great advantage of electronic surveillance is. I have not known of
one major case involving organized crime in this country in 20 years,
and I'm personally familiar with each of them, both State and Fed-
eral, that did not, finally, one, use electronic surveillance to make that
case, with further corroboration, and, second, get the public outraged
when they saw the transcripts of what public officials were saying
about their tax dollars. '

Mr. Roemzr. That’s right.

Senator Rupman. And that’s really the issue, and that’s
really why Chairman Roth brought us here, one, to get additional in-
formation, and, two, to hopefully alert the people of this community
that either they better get smart or they are going to get poor.

Mr. Roemer. I think you are right, Senator Rudman. I think that
the Chicago—I’'m away from it a little bit now—1I lived here for 24
years. Now I’'m out in Tucson, Ariz., enjoying the sunshine and the
golf as Senator Roth says. I come back here, and I'm appalled. I see
the people. T didn’t realize it so much when I was a part of it, I don’t
think. But I see the people here compared to my State now, my adopted
State of Arizona. They seem to be so apathetic. They just don’t seem
to realize the things that you have just said.

Senator Rupman. Well, I'm going to suggest to the chair-
man, who I believe already has it in his mind, that it well may be
that there are some people that may require subpenas that ought may-
be to come up to Washington at the call of this subcommittee and
testify to some of the things. Much has been testified to here today.
There’s also a great deal that hasn’t been testified to, that we are very
much aware of. ‘

So I want to thank you for your testimony. We are running very
short of time. You are certainly an excellent witness and a courageous
one, and I thank you for being here.

Mr. Roemer. Thank you, Senator Rudman, Senator Roth.

Chairman Rorw. I think Mr, Weiland has a question or two.

Mr. WeiLanp. One question, Mr. Roemer, before you go. The sub-
committee has been involved in a long, in-depth investigation of the
Hotel & Restaurant Workers Union.

Mr. Roemzr. I’m aware of that.

Mr. Weranp. We have hearings scheduled for later this month and
also in April. T would like to ask you, based upon your long experience
with the FBI in Chicago, whether you can comment on testimony the
subcommittee has received in the past which indicates there is a very
close link between organized crime—and I mean Chicago organized
crime—and the leadership of the Hotel & Restaurant Workers Union ?

Mr. RoemER. Yes. When I was here in Chicago, Mr. Weiland, we
saw the rise of Ed Hanley. You are familiar with Ed Hanley. He is
the international president of the union that you speak of. He was
brought to the attention of Joey Aiuppa. Joey Aiuppa at that partic-

[,
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alar time—and we are now talking about 1960, give or take 3 or 4
years—he came to the attention and became associated to some extent
with Joey Aiuppa, and Joey Aiuppa, then not a top boss of organized
crime as he is today, but then in charge of the Cicero area of organized
crime, and very active in the affairs of the Hotel, Restaurant &
Bartenders Union, brought Ed Hanley into the union. I understand
that Aiuppa has had a very close relationship and influence over Ed
Hanley since that period of time up until the present time, although
T haven’t researched that in the last few months.

Mr. Wermanp. Thank you. _

Mr. Chairman, I would like to point out for the record at t}us
time that it was in conjunction with our Hotel & Restaurant Union
investigation that we recently queried Chicago lawyer Sidney Korshak
as to his availability as a witness before the subcommittee, and we
have correspondence from his attorney indicating that if he were
called, he would invoke his fifth amendment rights, and I would like
to have that correspondence put in the record. )

Chairman Rora. I would say in response to what our staff director
has said, and also what you were saying, Senator Rudman, that it 18
our intent to call further witnesses as a followthrough on these hear-
ings today, and I think

Senator Rupman. In Washington.

Chairman Rora. Yes, in Washington, that’s correct.

Mr. Roemer. Thank you, Senators. ] )

Chairman Rore. Thank you. We again, appreciate your testimony.

At this time T will call forward Mr. Wheeler, Donald J. ‘Wheeler,
special agent in charge, Chicago office, organized crime and racketeer-
ing section, part of the Inspector General’s office, Department of
Labor. ) 3

Mr. Wheeler, will you please raise your right hand.

[Witness sworn. ] . o

Chairman Rorm. Please be seated, and, again, your statement in 1ts
entirety will be included as if read.* The Chair would appreciate 1t
if you would summarize your testimony.

TESTIMONY OF DONALD WHEELER, SPECIAL AGENT IN CHARGE,
CHICAGO ORGANIZED CRIME AND RACKETEERING SECTION,
DEPARTMENT OF LABOR

Mr. WaeeLer. Yes, Mr. Chairman, I will.

I appreciate very much the opportunity to appear before you today
and share with you and the other members of the committee the De-
partment of Labor’s assessment of organized crime’s influence, domi-
nation, and control over certain elements in the labor movement here
in Chicago. _

T have been with the Department of Labor for a period of 13 years,
during which T have been assigned to_conduct labor racketeering n-
vestigations. During the last 10 years I have been assigned on a full-
time basis to conduct labor racketeering investigations with the orga-
rized crime strike forces both in Detroit and here in Chicago.

*See p. 204 for the prepared statement of Donald ‘Wheeler.
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Corruption and organized crime influence and control in the labor
movement in Chicago was dramatically exposed and detailed in hear-
ings before the Senate Select Committee on Improper Activities in
the Labor Management Field, chaired by Senator John McClellan
of Arkansas during the period 1957 to 1959. Hearings and testimony
before this subcommittee in the past 3 years indicate that there has
been little change since the hearings conducted 20 years ago.

Mr. Chairman, with regard to the Chicago area, mob racketeers
continue to dominate a large number of labor organizations in this
city. At a minimum, union corruption is at least as bad as it was dur-
ing the period of the McClellan Committee hearings, and, if anything
racketeers have become more deeply entrenched in the unions they
have penetrated, and more sophisticated in their methods.

The effect of all these conditions is a membership within these cap-
tive unions that is unlikely to jeopardize their personal safety and
their individual jobs by rising up against organized crime influence
and control of their unions. It is very clear that the union election
process alone is not sufficient to rid these unions of the organized crime
elements that prey upon them.

The importance of labor unions te the Chicago outfit and the depths
to which they are used and controlled is easily demonstrated in the
links of some members of the mob hierarchy to certain labor unions
in this city. According to published reports, Anthony Accardo was
recently identified by a government witness as the absolute ruler of
the Laborers International Union of North America.

Two of five street bosses in Chicago under Jackie Cerone, the under-
boss, hold significant positions in laborers local unions. One of these
is Alfred Pilotto, who is currently incarcerated as a result of his con-
viction in Miami for a kickback scheme in connection with labor union
plans there. As a result of his conviction and incarceration, he has
apparently been succeeded by Albert Tocco, according to testimony
given before this subcommittee today.

I think the most recent and clearest evidence of the Chicago syn-
dicate’s extensive infiltration and control of the International Brother-
hood of Teamsters and its affiliated pension and welfare benefit plans
has come out of the recent trial of Roy Lee Williams, Allen Dorfman,
and Joseph Lombardo. That trial, resulting in the conviction of all de-
fendants, for a scheme to defraud the Central States pension fund, and
for bribery of a U.S. Senator, along with the hearings leading up to
their sentencing, have disclosed much information and evidence of
the Chicago outfit’s control and manipulation of the Teamsters.

I think it is particularly significant to note that despite his recent
conviction, and while hearings were taking place concerning sen-
tencing, Williams was reelected by his fellow union officials to a new
term as the president of the policy committee of the Central Confer-
ence of Teamsters. Some would suggest that this is an excellent ex-
ample of the historical inability of the rank and file members and the
unwillingness of their leadership to deal swiftly and responsibly in
removing corruption in their union. ' :

Joseph Aiuppa, identified today as the leader of the Chicago out-
fit, is believed to exercise particular interest in, and responsibility over,

the outfit’s involvement in labor unions. He has had a tradition, a long -
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tradition, of being particularly associated with the Hotel, Restaurant
Employees & Bartenders International Union. It was Aiuppa to whom
the Hotel, Restaurant Employees & Bartenders International Union
issued a charter establishing local union 450, where HREU Interna-
tional Union President Edward Hanley began his career as a busi-
ness agent. It was Hanley who, after becoming international union
resident in 1978, reappointed reputed Chicago mob figure John
rdino to a position with the international union. And it was Lardino
who resigned his union position just several hours before appearing
in front of the McClellan committee, where he invoked the fifth
amendment privilege 60 times. : o

Mr. Chairman, 1t is estimated that within the jurisdiction of the
Chicago strike force there are approximately 85 labor organizations
affiliated with 20 separate international unions that are suspected of
being associated with, influenced. or controlled by organized crime
and racketeering elements. .

Associated with these organizations are in excess of 40 pension and
welfare benefit plans, with combined assets in the billions of dollars.

Of these suspected mob-linked affiliates, we estimate that approxi-
mately 8 are associated with the Hotel, Restaurant Employees Inter-
national Union, 16 with the Laborers International Union of North
America, and approximately 25 with the International Brotherhood of
Teamsters. Mr. Chairman, in my prepared text I have identified sev-
eral cases that have been conducted over the past 4 years. They relate
to the international unions that we think pose the greatest threat, and
those three are the International Brotherhood of Teamsters, the Hotel
& Restaurant Employees Workers, and the Laborers International
Union of North America.

We cite these cases because they are representative of the very com-
plex and difficult crimes presented in labor investigations, and they
also underscore and demonstrate the extreme difficulty of law enforce-
ment in rooting out these types of crimes, bringing them to the sur-
face, and gathering sufficient evidence for successful prosecution.

As has been amply demonstrated today, the labor racketeering prob-
lem in Chicago is very pervasive and of long duration. Despite the
dramatic successes of a few cases over the years, the problem remains
an enormous one, which the (Government has barely begun to tackle.

I am unaware of any continuously successful effort by any agency
over the years to address systematically and on a sustained level what
can only be described as entrenched corruption of certain labor unions
in the city.

These remarks are not intended to be critical, but they are meant
to demonstrate the extreme difficulty of enforcement in this area and
our awareness of the need to effectively address them.

These types of cases can only be made if the responsible agencies
commit themselves to maintaining labor racketeering investigations
as a high priority. This comimitment must be expressed in the assign-
ment of the most experienced and skilled investigators and prosecutors
in sufficient numbers to work together uninterruptedly as a team from
the very day an investigation begins. All responsible agencies must
be able to bring to bear on this problem the tools and resources com-
monly available to modern law enforcement and criminal investiga-
tion.
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I think we have heard a great deal of testimony today about the
need for sufficient tools for law enforcement to attack these very for-
midable problems, and I am certainly in agreement that perhaps
there should be some attention in this area.

I think, in closing, I would like to point out, to emphasize, if you
will, that the vast majority of labor unions, pension funds, and wel-
fare benefit plans in Chicago and Illinois are honestly run by officers,
trustees, and employees that go about the business of representing
their members and advancing the welfare of the American people in
a lawful manner.

My remarks today are reserved for the very few who have and con-
tinue to do so much harm to the rank and file members of the labor
movement, the business community, and the economic well-being of
this country.

Thank you, Mr. Chairman.

Chairman Rorm. Thank you, M> Wheeler. Again, you paint a
rather dismal picture. I understand what you are saying is that once
organized crime takes over a particular union—and, fortunately, that
has been somewhat limited— but once they take it over, at least in this
city, we have never been successful in eliminating that criminal in-
fluence, is that correct?

Mr. WaeeLgr. Yes, Mr. Chairman. I know of no local union in this
city that has been taken over where the grip of organized crime has
been successfully attacked. Most of the labor unions in this city that
have been infiltrated and penetrated by organized crime have a long
tradition. It was years ago that they were penetrated. They have been
under the control of organized crime for years.

Chairman Rora. I must say I had one before my committee, sub-
committee, in Washington, one former member of organized crime
just sat up in front of me behind a screen and said, “There’s nothing
you can do.” :

Are you that pessimistic?

Mr. WaeeLEr. No, I am not, Mr. Chairman. I think that in a number
of other cities and a number of other locations, and even in this city,
there has been progress made. I think the commitment has to be main-
tained. I think the resources have to be committed to the problem. I
think resources that are committed to the problem have to be given
the tools to get the job done. _

It’s a very pervasive problem. There are no simple solutions to it.
But it’s one that has got to be dealt with.

Chairman Rora. You are familiar with the legislation that Senator
Nunn and others have been pushing to prevent racketeers who have
been convicted from continuing their role while the conviction is on
appeal ? Would that be helpful ¢

Mr, WaeeLer. Yes, Mr. Chairman, very definitely. I think the pro-
visions of the Labor Management-Racketeering Act—I understand
it was S. 1785 in last year’s Congress—provides a number of provi-
sions that would eliminate individuals convicted at the district court
level from holding their positions, as they exhaust their appeals.

Chairman Rorr. But, again, let’s say we succeed, and I think that’s
a major step forward, but the fact remains that the people who fol-
low up the line of organization continue o be members of organized



crime. Now, how can we prevent—how can we attack the infrastruc-
ture so that once you put somebody behind bars, he is not succeeded by
another? ’

Does that require trusteeship or something ?

Mr. WaEeeLER. I think additional use of the trusteeship provisions,
I think use of the civil forfeiture provisions of the Racketeering In-
fluence and Corrupt Organizations Act would go a long way.

There is currently a suit in New Jersey regarding Local Union
560 of the Teamsters and the Provenzanos that is applying these
provisions.

. L think a number of these laws should be used, and used more widely
i terms of eliminating corruption from labor unions,

Chairman Rorm. This subcommittee, as you know, is in the process
of investigating the hotel workers. Do you have any evidence or testi-
mony as to the role some of the local figures are playing in this area
with respect to unions in other regions of the country?

Mr. WeEELER. Yes, Mr, Chairman. I think that one of the best ex-
amples we can give is Allen Dorfman, who was indicted on three oc-
casions, convicted twice in connection with schemes to defraud the
Central State Pension Fund. Shortly before he was slain here in
Chicago, he was indicted in San Francisco for a scheme involving the
defrauding of six welfare benefit plans associated with the Hotel &
Restaurant Employees Union.

I believe this is representative of the extensive power and control
that the Chicago outfit has over labor racketeering in general.

Chairman Rorm. How about Mr. Hanley ?

Mr. WazeLer. Mr. Hanley began with the Hotel & Restaurant Em-
ployees Local 450 here in Chicago. That was a local to which J. oey
Aiuppa was issued a charter. He has, upon becoming president of the
International union, placed on his payroll a number of individuals
reputed to be organized crime figures,

He ‘has established a power base out in the area of Palm Springs
where Anthony Accardo and other individuals from Chicago reside
a good portion of the year.

Chairman Rorm. The resort area of organized crime.

Mr. WaEELER. Apparently, Mr. Hanley likes to play golf, too, sir.

Chairman Rorm. My final question is, it’s my understanding that

you have served in a similar capacity in Detroit, as well as here. Would
you compare the success or failures of these two regions, and if there
is a difference, as to what accounts for those differences?
. Mr. Wazeerer. Yes, Mr. Chairman. I think making a comparison
1s very difficult, but I know here in Chicago that the problem is a
much larger problem, it’s more pervasive. It’s been in existence much,
much longer. The areas that organized crime controls are much, much
broader than they are in Detroit.

I think for all of those reasons, the problem that we face here in
Chicago is much, much more difficult. The problem of organized crime,
I think, is interwoven in the fabric of this community, and that is
not the case nor the situation in the Detroit area.

Chairman Rotm. Does that mean public corruption ?

Mr. Wazerer. I think that also includes public corruption. I think
Mr. Roemer very aptly set forth information concerning the asso-
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ciation of certain people in public office with organized crime. I think
that has a lot to do with it.

Chairman Rorm. Senator Rudman.

Senator Rupman. Thank you, Mr. Chairman.

Mr. Wheeler, I just have a couple questions. I think that your testi-
mony covered a number that I had.

You know, we have had a very interesting, long history involving
the Department of Labor’s experience with the Central States Fund.
There have been extensive hearings before our subcommittee, and
many conferences to insure that the working men and women who
are beneficiaries under that fund, in fact, have a fund that’s worth
something when they are ready to retire.

I wonder whether or not you feel that after all of the things that
have been done by the Labor Department and the result of a number
of hearings, whether or not it is now difficult, if not impossible, for
some of the old mob to infiltrate, and somehow get their hands on
some of these funds. )

Mr. WHEeeLER. Not at all, Senator Rudman. I think that a good deal
of work has been done in terms of the Teamsters Central States Pen-
sion Fund. And I think that it appears as though there has been a
good deal of success in removing that element.

But I think that the assets of pension funds in general are still
the most lucrative source of illicit revenue for organized crime figures.
I think they have turned a little bit from pension funds to other
areas, and one of these areas that I think is very pervasive and is
becoming increasingly penetrated by organized crime is the area of
prepaid dental plans, medical plans, optical plans. These are new
plans, new ways, of attempting to resolve the problem of controlling
costs while maintaining a level of medical care that’s necessary in this
country.

Thegfr have turned to these plans, we believe on a nationwide basis,
and are seizing on their complexities to find ways to skim and siphon
off and divert the funds that are in them. o

Senator Rupmawn. Essentially, what you are saying is that be-
cause the coercive factors that are used by organized:crime and
others can be used very effectively in areas where huge amounts of
benefit funds are accruing, that it is very possible, without extensive
monitoring by the Department of Labor and other cognizant Federal
and State agencies, that another scandal involving millions of dollars
will turn up. As a matter of fact, you have one right here, I believe,
that you handled involving the president of the Laborers local, who,
according to my notes here, was sentenced to about 20 years in con-
nection with a $2 million kickback scheme involving a welfare benefit

lan.

P Has that union held new elections for a new president? _

Mr. WaeeLer. Senator, it’s my understanding those particular
locals have been controlled by organized crime for years, and they
continue to be controlled by them. The membership, I don’t believe,
has the confidence that they can rise up and remove these people
through the elective process, and I think that the provisions of S. 1785
will be very effective in doing this. ;

Senator Rupman, Well, I thought that would be your answer. You
have several million dollars that’s been stolen from the members.
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They feel intimidated, for whatever reason a.r do not try to move
in and put in new leadership. There’s no change in leadership, and
there’s no guarantee whatsoever it doesn’t happen all over again.

Mr. WaeeLER. Exactly.

Senator RupmMAN. As a matter of fact, you are familiar with the
case in Florida, where it was another union—I believe the Long-
shoremen—where the fellow was on bail for taking a half-million, and
while on bail, he took another $2 million.

Mr. Wueerer. Yes, Senator, I am. I think that was the Laborers
International Union case that Mr. Hegarty spoke about here today,
and that our office in Miami joined with the FBI and they were very
successful.

_However, like you say, during the 2 years of his appeal, this par-

gchlar defendant proceeded to siphon off several more millions of
ollars.

Senator Rupman. So, really, the bottom line of your testimony,
Mr. Wheeler, as I understand it, is that, sure, we can pass 1785—
we did—the House did not pass it, I will be testifying on it before
the Senate Labor Committee, I believe, next week, and I think that
it will again pass the Senate. It’s a very good bill. It’s very effective.

But what you are saying is that even with that bill, without closely
monitoring these funds, the funds will present a terrific opportunity
for organized crime. That’s what you are really saying.

Mr. WaEELER. Senator, in terms of misuse or abuse of these unions
and these funds, if it is not closely monitored, it will continue. These
people are only limited by their imaginations. They will always find
new ways to get at that money, because the coffers of these unions
and these funds are so great.

Senator Rupman. Do you feel that the Department of Labor Audit

-~ Section is sufficiently staffed, if you will, in the ERISA Section and
others, to adequately have cognizance over these funds?

Mr. WueeLER. Senator, it’s very difficult for me to address that,
because that is another section of the Department. It is the regulatory
side of the house.

I would think that we have all been hit in the past couple of years
with cutback in manpower and resources, and I would have to think
that—that more resources in that area would prove very effective in
terms of monitoring these plans and activities.

Senator Rupman. Well, I thank you very much for your testimony.
I’m aware of the work you have done here.

The fact of the matter is that, although we need more work of that -

type done, it seems we need more work done up front so it doesn’t
happen in the first place.

Thank you, Mr. Wheeler.

Mr. WuzeeLer. Thank you.

Chairman Rorm. Mr. Wheeler, I thank you for being here. I have
no further questions of you.

Mr. WaeeLer. Thank you, Mr. Chairman.

Chairman Rorm. I would just like to comment in this area that at
least some progress has been made. I’'m pleased to see that consider-
able progress has been made, for example, with respect to the new
Central States management. It comes after a long and arduous
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struggle. But the subcommittee does feel that in this area we have
seen significant progress. . '

Ourgi;lnal Witgess for today will be Professor Blakey of the Notre
Dame School of Law, a man who has an outstanding reputation 1n
this area, who is responsible for authoring some of our significant
legislation. :

ng. Blakey, we require all witnesses to be sworn under the rules of
the subcommittee. Please rise and raise your right hand.

Witness sworn. o

[Chairman ROTH.]Tha,nk you. It’s a pleasure to have you here today.

We appreciate your cooperation. ‘

TESTIMONY OF G. ROBERT BLAKEY, PROFESSOR, UNIVERSITY OF
NOTRE DAME SCHOOL OF LAW

Mr. Brakgy. Thank you, Mr. Chairman. _

Chairman Roth, Segato’r Rudman : My name is G. Robert Blakey.
T am a professor of law at the Notre Dame Law School. My appear-
ance here this afternoon, however, is personal, and nothing that I say
should be attributed to any institution with which I am affiliated.

Mr. Chairman, I appreciate the opportunity to appear here this
afternoon and discuss with you the organized crime efforts of the Fed-
eral Government, as well as the need for States, like Illinois, to aug-
ment their efforts in the organized crime field, particularly by the en-
actment of the legislation that is necessary if they ar> to get on with
the job of contrelling organized crime. ] ‘

It may be helpful for readers of your hearing to have some idea of
my background. Mr. Chairman, I would ask that a copy of my re- -
sumé appear in the record at this point.

Chairman Rora. Without objection,

[The résumé of Prof. G. Robert Blakey follows:]

G. ROBERT BLAKEY

1980 : Professor of law, Notre Dame Law School. o

1979 : Professor of law, Cornell Law School; director, Cornell Institution on
Organized Crime. .

1977 tg 1978: Chief counsel and staff director, House Select Committee on

Assassinations. . .
1978 to 1977: Professor of law, Cornell Law School; director, Cornell Institute

on Organized Crima. .
1969 to 19g73: Chief counsel, Subcommittee on Criminal Laws and Procedures,

U e b f f1 Notre Dame Law School
1964 to 1969: Professor of law, Notre lDame . ] .
1960 to 1964 : Special attorney, Organized Crime and Racketeering Section, U.S.

Department of Justice. .
Educatipon: Notre Dame—AB degree, class of 1957 (with honors) ; L.L.B. de-
“gree, class of 1860, Order of the Coif.

SUBJECTS AND ACTIVITIES

Criminal Law and Procedure
Trial Technique. )
Seminar on Organized Crime.

SELECTED CONSULTANTSHIPS

Special Consultant on Organized Crime, President’s Commission for Law En-
forcement and Administration of Justice (1966-67).
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Reporter, American Bar Association Project for Minimum Standards in
Criminal Justice, Electronic Surveillance (1967-68),

Special consultant, Judiciary Committee, United States Senate, Title III,
P. L. 90-3851 “Omnibus Crime Control and Safe Streets Act of 1968.” (1967—68).

Special Consultant, National Commission on the Reform of the Federal Penal
Law (1968) (conspiracy). . r

Special Counsel before the United States Supreme Court, Berger v. New York,
388 U.S. 44 (1967), for the Attorneys General of Massachusetts and Oregon and
the National District Attorneys Association as Amicae.

Member, National Commission on the Review of Federal and State Law Re-
lating to Wiretapping and Electronic Surveillance, 1974-75.

Member, Task Force on Legalized Gambling, Twentieth Century Fund, 1974.

Special Consultant, Commission on the Review of National Policy Toward
Gambling, 1974-75.

Member, Task Force on Organized Crime, National Advisory Committee on
Criminal Justice Standards and Goals, 1976.

BAR AND PROFESSIONAL MEMBERSHIP

North Carolina 1960,

District of Columbia 19€0.

United States Supreme Court 1963.

Mr. Braxey. I understand that you would like me to address four
questions: . ) _

First, how successful has the Department of Justice been 1n using
the statutory tools Congress gave it in 1968 and 1970

Second, is there a greater potential for the use of the RICO statute
in the area of civil litigation, both on the part of the Government and
private parties? .

Third, have there been successful uses of the RICO statute by pri-
vate litigants, particularly State and municipal governments?

And fourth, do States like Illinois need to strengthen their legal
tools and augment their efforts to control organized crime?

Mr. Chairman, I will make an effort, during the course of my re-
marks, to speak to each of these four questions. ] ]

Organized crime groups—in the Nation and in Chicago—are active
in a variety of areas: drugs, loan sharking, theft and fencing, gam-
bling, commercial sex, labor union corruption, public corruption,
fraud-—the list goes on.

Let me, for the purpose of my testimony this afternoon, however,
focus on only three areas: drugs, labor union corruption, and fraud.

I. DRUGS

Contrary to the testimony that you had this morning, gambling is
not the chief source of income for organized crime. It is, in fact, drugs.
The 1980 estimate places the retail market in drugs in this country at
approximately $79 billion. That’s twice as large as banking, which is
$34 billion, or insurance, which is $24 billion, and it ranks between
transportation, which is $76 billion, and the medical and health pro-
fessions, which is $86 billion. ‘

Indeed, Mr. Chairman, the 1979 figure is so high that I hope my
friends in the efforts against organized crime will pardon me if I ex-
press some skepticism at its estimated size.

I do not intend to underestimate in any way the size of the drug
problem in this country. But I do question that it is at that level.

S Spemei T e < et Ry N e s T R

T R

R —

SR————

i e

-

T TSR RIS

69

We all know——

Chairman Rors. That low ?

Mr. Braxey. At that level.

Chairman Rora. Oh, level.

Mr. Braxry. We all know where the doctors live. They live in nice
houses in communities all around us. Where are the drug dealers?
There just aren’t as many drug dealers living in nice houses in; com-
munities all throughout this country as there would have to be if the
figure was truly $79 billion. Where is the evidence of this much money
in our society ?

Having said that the figure is not as high as $79 million, I don’
want to suggest to you that the amounts of money involved in the
traffic are not astronomically high.

I have seen the video tapes, for example, that the FBI made in the
Banco shares investigation in Miami. I have seen a table half the size
of this table—about 6 by 8—piled 8 to 9 inches high in money.

I know that drug dealers don’t count money. They weigh it.

I can tell you, too, that a South American farmer who produces 500
kilos of cocoa leaves gets approximately $250 for it. That produces 1
kilo of cocaine hydrochloride, which when cut to 12 percent purity,
sells at the street level for $800,000.

That’s a 1ot of money.

We don’t have to accept the $79 billion figure to recognize that an
enormous amount of money is involved in the illicit drug distribution
system in the United States.

Contrast, however, the amount of money in fact spent by the Federal
Government in fighting the drug traffic. Approximately $1 billion each
year is spent by all of the various Federal efforts. Nevertheless, by its
gwn estimates, the Government interdicts less than 10 percent of the

rugs.

If the traffic is, indeed, at the $79 billion level, we are spending only
at the Federal level. $1 billion to control it, and we are interdicting less
than 10 percent of the traffic.

Obviously more needs to be done.

II. LABOR UNION CORRUPTION

Let me turn for a minute to talk about labor union corruption. The
vast majority—and I think this needs to be emphasized in your
record-—of the 500,000 union officials in this country are honest and
hardworking. Even the Department of Justice—hardly an objective
observer—does not suggest that more than 300 of the 75,000 locals are
plagued with corruption.

Accordingly, most unions in this country are honest, and they do
well by their membership. It is only a small handful that does not.
And that makes it all the more tragic. It’s not like you had to investi-
gate every union. We know the four unions that present a problem.
Indeed, this subcommittee particularly, knows them. They are the
Teamsters, the Laborers, the Hotel Workers, and the Longshoremen.

Between 1973 and 1980, approximately 450 labor union officials were
convicted by the Federal Government of some form of corruption.
One-third of them came from these four unions.

e
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Take, for example, the Teamsters Union.

Dave Beck was prosecuted and convicted largely as a result of the
investigations of the predecessor of this subcommittee under Senator
John C. McClellan.

I might add he was pardoned by President Ford.

James Hoffa, the successor president, was prosecuted in the 1960’s,
and convicted and sentenced for obstruction of justice and corruption
growing out of a welfare and pension fund plan. The corruption case
was tried here in Chicago.

I might add that he was pardoned by President Nixon.

The successor president of the union, Frank E. Fitzsimmons, died
before he could be prosecuted.

As everyone in these hearings knows, Roy L. Williams, his successor.
was, of course, prosecuted here in Chicago, with Joseph Lombardo, a
high-ranking member of organized crime for trying to bribe a U.S.
Senator. One of his associates in that trial was Mr. Allen Dorfman,
an individual who was identified as tied to organized crime in Senator
McClellan’s hearings, and who had been prosecuted three or four times,
only once successfully, prior to the current trial.

Take a look at the International Longshoremen’s Association.

T’'m bringing coals to Newcastle to talk to you about this particular
union. Your set of waterfront hearings in 1981, which looked at the
[CA, ought to be required reading for anyone who is concerned about
the problem of organized crime in the United States, most particu-
larly, its infiltration of labor unions.

There’s one aspect of those hearing, however, that I would like to
bring to your attention in the context of this hearing. You focused on
the conviction of Anthony Scotto, who was the president of local 1814.
Mr. Scotto is, as you know, a son-in-law of Anthony Anastasia, who
Senator Kefauver in his hearings in the 1950°s identified as having had
control over the Brooklyn docks for years.

Mr. Chairman, what your hearings showed, and what the testimony
today has also indicated, is that a number of individuals have been
successfully prosecuted. That Beck could have been prosecuted, that
Hoffa could have been prosecuted, that Williams could have been prose-
cuted—is all very important. Nothing that I say should be understood
as anything but praise for the craftsmanship and the hard work of
the investigators and the prosecutors who worked on those cases.

But what I want to emphasize to you is that they were only individ-
ual prosecutions.

What did these prosecutions do about union corruption? :

The testimony in your waterfront hearings showed that “business as
usual” continued after the prosecutions. A mest massive use of top-
flight investigators and prosecutors, employing all of the tools devel-
oped in the 1960’s and enacted by the Congress in 1968 and 1970, made
possible a series of individual prosecutions that were followed, how-
ever, by “business as usual.”

Obviously, more needs to be done. )

III. FRAUD

Tet me turn now to the question of fraud. The current es{;imaté"fm
fraud in this country, which is a problem not only of organized crime
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but also of white-collar crime, puts it somewhere betw 44 billi
and $100 billion a year. » P een $44 billion

cm'.ll‘liat means it could be as high or higher than the drug traffic in this
ry.

I’'m speaking now about bankruptcy fraud, bribery, kickbacks, con-
sumer fraud, embezzlement, insurance fraud, receiving stolen prop-
erty securities theft, and the like. And the figure of $44 billion to
$100 billion a year does not include the estimate for fraud against the
Government.

The Federal Government spends approximately $250 billion each
year in economic assistance programs. The Department of Justice,
again a hardly disinterested observer, estimates anywhere from 2 to 10
percent of that money is taken by fraud. That means the level of fraud
against the Federal government——not State and local government—is
somewhere between $2.5 and $25 billion a year. If the latter figure is
correct—the $25 billion figure—that means that more is being stolen
from the Federal Government than is being spent on law enforcement,
Federal, State, and local, for we only spend about $24 to $25 billion a
year on our entire criminal justice system.

Let me continue on with selected statistics in the area of fraud.

Congress recently examined the question of commodity fraud. The
current estimate is $200 million a year. As every citizen of Chicago
knows, commodity fraud is a problem peculiarly related to this city.

Arson fraud was investigated by this subcommittee. It is estimated
to cost $2 billion a year.

Insurance fraud is estimated to have an economic impact of $11
million.

Let me translate that last figure into what it means for each of us
who pays insurance premiums. An insurance company has to make up
in premiums the cost of what it pays out. That means that this country
has had to come up with an additional amount of premiums: $13.75
billion a year to pay for that $11 billion fraud—$13.75 billion a year.

Now, what you asked me to do was to take a look at the extent to
which the tools enacted by Congress in 1968 and 1970 have been success-
fully applied in some of these areas.

Let me comment on it. . _

First, T was involved in drafting the title TII in 1968, the Federal
wiretapping statute. I was, indeed, the reporter for the American Bar
Association’s study of electronic surveillance. I was a consultant to
Senator McClellan in 1968 and helped draft that legislation. And,
I subsequently served on the National Wiretap Commission that looked
into title III’s operation.

But I can tell you bluntly, Senators—and let me repeat that—
bluntly that had T known in 1968 that the wiretap statute would not be
employed as Senator McClellan thought it would be—with imagina-
tion and aggressiveness in the best sense of the words imagination

and aggressiveness, I would not have worked on getting it passed.

I support electronic surveillance, but I feel about it a great deal like
a doctor feels about battlefield surgery. It is always bloody. It is some-
times not successful. But it is necessary. _

But it is only worth it if it is done with craftsmanship.

The wiretap statute, in fact, has not been—untii recently—used

with either imagination or aggressiveness.
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In the early years, it was largely limited in its use to petty gambling
cases.

Until recently, the Department of Justice—and I don’t mean the
current administration—I mean the previous administration—had an
artificial cap of 100 wiretaps per year at the Federal level.

One of the facts that we learned on the Wiretap Commission was
that the wiretap statute was so successful in drug cases that it pro-
duced so much evidence that the drug agents couldn’t process the evi-
dence. The solution to too much evidence, however, was to put in fewer
taps, because then you would have less evidence to process. They had
so much evidence that they couldn’t try it themselves or hand it over
to State and local officials. So the solution was to have less wiretaps, not
to come up here and ask for more drug agents so that it could be proc-

essed appropriately. ' .
I am pleased to say to you that this administration has changed

that policy. We have had a 80-percent increase in the use of electronic

surveillance since this administration came in.

That’s an improvement worth noting. ‘ i
‘We have also seen the fruition of a number of long-term investiga-

tions that have radically changed the way in which electronic surveil-
lance has been used in this country. In Brilab, involving Carlos Mar-
cello in New Orleans, in Pendorf. involving Williams, Lombardo, and
Dorfman here in Chicago, and in UNIRAC, which, of course. you
looked into carefully, wiretapping made the difference. The 1968 stat-
ute has been a success.

I can_think of no better way to illustrate my point than to quote
Lucille Brockway—she was a woman who sat on the Scotto jury—she

said
Let me first put it in context. You have to understand the power of

Anthony Scotto. He was a capo in the Gambino Family of La Cosa
Nostra, and a founder—a cofounder of an Independent Party in the
city of New York. He was able to reach out for character witnesses
in his trial to Hugh Carey, the sitting Governor of New York. John
Lindsey, a former mayor of New York City, Robert Wagner, a former
mayor of the city, and Lane Kirkland, who today is the president of
the AFL-CIO. Those four individuals walked in and testified in that
court that Anthony Scotto was a man of good moral character.

Chairman Rorr. What is his position, again, with the——

Mr. Brakey. Scotto was at that time president of a local of the
TLA, but he was also a capo in the Gambino Family of La Cosa Nostra.
His position in the mob was brought out in testimony before Senator
McClellan’s committee, not the Investigations Committee. but the
Subcommittee on Criminal Laws and Procedures, of which I was the
chief counsel, and his name was included in the committee report that
reported out the Organized Crime Control Act of 1970. Who he was

was information in the public domain. . )
Yet these four prominent politicians came into that prosecution

and testified that he was of good moral character.

What jury in the country would have convicted him but for the

electronic surveillance ? ] ) )
Lucille Brockway said the electronic surveillance was the crucial

evidence.
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v (’)Il‘lhﬁzihgarings have raised questions about corruption in Chicago
Sout thg pgiliiii:tzilhc?owevelf} in g;hIe é:on,text of money corruption Wl%at'
ut : rruption ¢ on’t mean now mon, . :
gg?t;ggileg;rri‘lﬁ;zoxé;};gw poweﬁ 1is gained, held, and %zér{s?eiggdt}ilg
lety. X 0 was able to reach out ¢ 1
people in our political 11fe’and have them come moart;}&eigsggr?;nsgg

CO?‘I}IptiOIl, too,
1ave talked to you about suce ’
doserire, tal cess—and there’s no other word to
gt of the usg of electronic surveillance at the Federal leve]
Let me turn to the issue of lack '
, L of success.
beeflllett% ;‘,ail?l\. 1about drugs. The principal failure in the drug area has
oven e ::Lllg%'ea:o ‘?ft?o?lgl prg%%ty forfeitt_lre sanctions that were
pr:i[se sftatute, 704 R%C 5 e » the Continuing Criminal Enter-
0 Tact, these forfeiture sanctions h i
19,’% 0 with any imagination or aggressiver?gses. #lso not been used since
andea?g:o()rC%cgiglx}?s?oﬁggg%eeiﬁ }I;he eliictment of the RICO statute
1 . e profit potential tak
nized crime. In fact, the pp i eators hane Toor
l,griored félzi@kfeature (,) Ry 8002?3%??13&11(1 Investigators have la,rgely
would like to incorporate in the record at this ti 1
. 1s t1 S i
L ilvavetmtl' the use of property forfeiture by the DEA.ni%nsloigﬁrjgit:ls tu;z
aav gss % ilscfll)c; ﬁilaghe use.})]ybthe IZ)EI“ I. Now that, they are i;1 the Wax(') gn
ugs, we will be able to see statistics fro —
21&101;% l:haﬁ we can obJectlyely measure—whether th:yrgrzhgftlkilslome-
© do more than bringing sensational prosecutions, g an

AS
SET SEIZURES AND FORFEITURES FISCAL YEAR 1980 THROUGH MAY 1982
(DEA statistics)

Fiscal year—
1980 1981 1982+*
Seizures : |
Civil—881 ___
‘Criminal—CCR - - - % 805 536 w51, 35
e —gCs T - - 3, 641, 857 $56§ g?%j 3’5:9 $32’ ‘é‘.gg' 3}3
527,201 1,442 950 23’ 598, 400
Total _____ _—
rortar S 38,667,984 62,068,482 64, 661, 734
Civil—881 _
Criminee 66 e 5,548, 458 . ¢, 4
'crimmalzcmgo _________________________ 135, 000 g’ gn, 015 32 170,544
- T 522,000 71 733’ gtl)g 20, 585 000
, , 788, 560, 020
Total __._ .
___________ 6,205, 458 10,354, 051 33, 030, 564

1 Data through May 1982,

I have heard them say that i i
’ ' y property forfeiture is touch or
E;;tpla iltagg ggen a Profesglonal prosecutor and inveStigato-l't’f};roizlllgl %gg-.
it oot of 2 j{éea]gs. I will not argue to you that it is not hard or that
con ot dif ’lll‘h. ut I know that net worth cases can be brought and
san bo . The .technlques. are not new. Capone was convicted in thi
ouse—not literally this building—this courthouse using the nelstS;
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worth technique. Frank Costello was convicted using a net worth in-
vestigation. And they didn't have the immunity, tue contempt, the
false statement, the wiretapping, the RICO statutes and the witness
protection program then that 6ongress gave them in 1968 and 1970.
Those were pre-1970 convictions. It those techniques would be em-
ployed, not simply to gather evidence for a criminal conviction, but
also to gather evidence of where the assets are, and to seek their for-
feiture, I think you could begin to turn around the reason why that
chart of mob figures over there tomy left stands as it is. ’

Criminal prosecutions against individuals—the imprisonment of
individuals—which do not also aim at the financial base that permits
that organization to go on from generation to generation is not enough.

Again, there are practical problems here. You must find the assets,
you must reach them if they are in third-party hands, and you must
prevent their dissipation between the date of the beginning of the
investigation and the trial. But it can be done. . )

Congress now has pending before it important drug forfeiture legis-
lation. The Senate passed S. 2320 in the last Congress. S. 2320 would
have strengthened the forfeiture provisions of both the CCE act and
of RICO. I commend you for that effort, and I would hope that 1t
passes the House, too, in this Congress. _

Frankly, I’'m not sanguine that that bill will pass the House. I think
that RICO has begun to make enemies in the right places—or 1 the
wrong places. And you are going to see a movement against RICO and
its forfeiture provisions.

There’s another problem that needs to be noted and that problem
is—Senators, if you look around this room, you will see the ‘photo-
graphs of the judges who it in the Northern District of Illinois. I do
not want to single out any one of them, but I would say to you that you
can enact all the legislation you want to, but they will be the ones to
interpret it. It’s their understanding of the problem of organized
erime that will be key to the day-to-day administration of the statute
T wish I could tell you that they understood what T know vou do.

" Let me give you an example of a court not understanding. You
have heard the name of Anthony Spilotro. The ninth circuit held,
in a prosecution involving Mr. Spilotro, in 1982 (680 F. 2d 612) that
to secure a pretrial asset freeze order under RICO, you had to show
three things: first, the fact of a crime; second, that the property was
subject to forfeiture; and third, that it might be dissipated. And you
had to do it subject to the rules of evidence. That means you have to
try your whole case to get what amounts to, on the civil side, a tem

porary restraining order. ) ]

That holding in the Spilotro case will frustrate the implementation
of the forfeiture provisions of R1CO if it remain the law. Can the
Government afford to give up its informants before the trial on the
merits? This is not a question of constitutional due process. The Su-
preme Court’s understanding of what due process requires on the
civil side and on the criminal side was articulated in Gerstein v. Pugh

(420 U.S. 108). There’s nothing constitutionally objectionable in the
original intent of Congress not to tie up freeze orders in that fashion.
Congress needs to change the Spilotro case.

You have asked other witnesses in those hearings why more hasn’t

been done, or what could be done, about the corrupt unions. Let me
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raise one point with you. In 1970, Congress put equity powers in RI
so that Department of Justice could move in gnd };'Sform corrup?e?i
Ermotns ﬂ;rough civil litigation. It used as its model the kind of anti-
Mgkt)or:.u nority that was employed to move duPont out of General

If Congress had the intestinal fortitude to attack th i i

It C § - e antit -
p‘hcatlons of duPont and General Motors—and they did—gllllsg ltfﬁe
Supreme Court was willing to order a divestiture—and it was—then
explain to me why there has been only one civil suit in 13 years against
a c%upt union b}}lr the Department of Justice?

eren’t t i

of Jus{iga ?ren e ILA prosecutions followed up by the Department

N, ?;ﬁzl(?hd they simply come up here and lament that it was business
Why dldn’,t they institute a civil suit to reform the ILA?
U;z)llllyg hasn’t there been a civil suit instituted against the Laborers
VVhy- hasn’t there been a civil suit insti i
Re(sjtaurant ny there it instituted against the Hotel &
nly one civil suit has been brought in 13 g 1
. ! years—-against Teamsters
Local 560 in northern New J erseyz? The principal ﬁgure in that suIi.t
is a man named Anthony Provenzano. Ie has been convicted of
rnturder, extortion, RICO bribery, and welfare benefit fund kickbacks.
L % was identified as involved in organized crime in the late 1950
le ore this subcommittee. But it wasn’t until 1982 more than 32 years
ater, that the Department of Justice moved. in to do something civily
ab%ut lgcal 5160. Better late than never. Better never late.
enators, I suggest to you that a principal problem here is that th
Government’s lawyers haven’t both b s that you
ha,}r)e oy orand, ered to study‘the laws that you
on’t let them pass the buck to ’

1 ucl you. Don’t let them tell you that
the reason they can’t get their job done is because you haven’g enactlgd
enough laws. Ample laws are on the books. If they would use as much
imagination and aggressiveness in the postconviction stage for prop-
erty forfeitures or civil relief as they are today showing in the imag-
inative gathering of evidence, I suggest to you that ma,yﬁe we wouldn’t

eliminate organized crime, but w X ;
movement. ) wve could break its back in the labor

‘We could certainly break up the maj
T jor groups.
%ﬁ: 3;&% ]tilr‘laéﬁitc, i{:go, tcould afdl}e;ast beblowered, if not eliminated.
g raffic, too, could be at least 1 i imi
IQJbgrlousiy, ng traffic, foo, could b east lowered, if not eliminated.
et me turn to the question of fraud. In 1977, the American B

Aslioc.mtlpn did a study of the use of Federal resources to ﬁglll(t/;avlzrhitil-'
Cﬁ ar a,nd“orga,mzed crime in the areas of fraud. They concluded that
they were “underfunded, undirected, and uncoordinated.” Nothing has
essentially changed since that time. In fact, I would suggest to you
zha,cfls the mo,st hopeful thing is not looking to the Federal Government
to o‘1t. It’s looking to private people.You have said today that it’s
important for us to inform “the people.” I suggest to you that it’s
alig Incn(r))or.:ta,rit gor you to get people to help themselves. "

: _includes private civil remedies—triple dama ity
relief—like in the antitrust area. Until recently, tI})1ey have lii; :ﬁg:)?t
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wholly unused. Today, you can see the beginning of a series of suits by
private victims, particularly in fraud and similar areas, being brought.

If these judges whose pictures are around here will simply interpret
RICO as it was written in 1970—and they are supposed to do it liber-
ally—that statute will be the most single important legal tool in arm-
ing private victims to do something to help themselves.

Eighty-five percent of the antitrust cases that are brought in this
country are not brought by the Department of J ustice, but are brought
by victims. If I could tell you in 1 year or 2 years from now that
85 percent of the major cases in the fraud area were not being
brought by the Department of Justice, but were being brought by the
private victims, I would say that we would begin to see in a major way
a significant impact in this area.

Let me give you an example. Hatchi Cable, Litd., a Japanese con-
glomerate, paid two purchasing agents for Alaska Telephone Utilities
$330,000 to get them to buy $8.8 million worth of cable. The Govern-
ment prosecuted the case under RICO. A conviction was secured. The
utilities company is now suing for treble damages and rescission of
the contract under RICO. It is entitled to $990,000 plus the return of
its consideration. That kind of civil litigation will take the profit out
of white-collar crime in the fraud area.

More suits like it need to be brought.

There’s one other area, Mr. Chairman, that I need to touch on.
There’s been an almost total failure of the Department of Justice to
bring sentencing proceedings under title 10 of the Organized Crime
Control Act, to get higher level sentencing. It is inexplicable why they
have not. The Supreme Court has sustained it as constitutional, and
the circuits that have looked at it have said it is cops.tltutlonal'. And
yet in case after case they have not asked for that ;deltlonal_possmlhty
of long-term imprisonment that Congress 'authorlzgd them in 1970.

My last point, Mr. Chairman, and I will make 1t rather quickly 1s
that the principal problem here is not hands; it’s not hearts; it’s heads.
It’s been a failure to do what we know needs to be done. We have had
study commissions and we have had congressional hearings, and there
is a consensus on a hard core of what needs to be done. o

Mr. Chairman, I would like to incorporate m the record at this time
the recommendations of the President’s Crime Commission in 1967, the
National Advisory Committee’s study in 1976, and the Wiretapping
Commission’s report, so that those who read this record can see what

the key ideas are. .
T:Ti}(; 1material referred to was marked as «Rxhibit No. 2,” for refer-

d mav be found in the files of the subcommittee: ]
enlfi%r.a IIISLAKI*})’Y. ‘At the State and local level, the failure has been to
enact legislation and to implement it. Until the State of Illnois—
and Tllinois has none of the major legislation that the Crime Com-

mission recommended in 1967—it has no statewide grand jury, it has
o use immunity provision, it hasno electronic surveillance, it does not
have a modern theft and fencing statute, and it does not have a RICO

statute—until the State of Tllinois and similar major industrial States

arm their law enforcement people with this kind of legislation, you

will not have the kind of impact on organized crime, not only at the
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Federal level, but also at the State and local level th
en%tleld to ex(ri)ect from their government. ! that our people are
arlier today you heard testimony that there were approxim

12,000 police officers here in Chicago. ’}Ir‘here are about 8,00g%BI agaét:g
If yvou want to see the difference between Federal law enforcement
and law enforcement, these statistics bring it out. The Federal Gov-
ernment can’t do it by itself. If the F'BI, every single one of its agents
worked in this city—Chicago—they couldn’t police it for 24 hours. ,

If the FBI, every single agent, didn’t do anything else, it couldn’t
police the city of Chicago for 24 hours. ' ]

Fighting organized crime can’t be done only at the Federal level.
It is not going to be done successfully until the States and locals stop
passing the buck to the National Government and start doing it, too.

You have heard people saying—Senator Nunn asked questions this
morning—he said that his people told him that it’s too big for them.

That’s the same kind of buck-passing that the Department of Justice
and the Department of Labor and the FBI do when they come to you
and say, “ We need more legislation.”

Implicit in that is it’s your fault it hasn’t gotten done.
~ When you hear the State and local people tell you, “We can’t get
it done, it’s the Federal problem,” I’'m saying to you it’s because they
won’t do it. ' . .

ﬁf,hat nsecii to be d}())ne is known.

s up to them to begin doing it and not passing the buck to you.

Mr. Chairman, I’d like to incorporate in I1':)1163 reé{)rd at this pgtlnt if
I may, legal memoranda prepared by me for the Chicago Crime
Commission which translate into Illinois law the best of the national
recommendations. In addition to statutory language, they include
background information that explain it. The people who read your
hearing, not only from Illinois, but elsewhere, need to get a feel for
what statutory language modeled on the Federal legislation looks like
in State legislation. °

Chairman Rora. Without objection.

[The material referred to was marked “FExhibit No. 8,” for refer-
ence, and may be found in the files of the subcommittee.] ,

Mr. Braxey. Mr. Chairman, let me end with a quote, if T might.

Robert F. Kennedy was the chief counsel to this subcommittee’s
predecessor under Senator McClellan. He subsequently became the
Attorney General. In September of 1963, a month before his brother
died, he appeared before this subcommittee. He entered a plea at that
time for the enactment of legislation like title IIT and the Organized
Crime Control Act of 1970, and he observed, in response to a question
and I quote: ’

p‘nless [w_e are] givgn the weapons to deal with [organized erime] all we are
gg;ﬁg 11;:8 ggt ltsh Zzggg ggi:llg.les written, stories written, and hearings, and we are not
Well. I suggest to you that unless the peonle of Illinois listen to
what Robert Kennedy said and give to Robert Kennedy’s counterparts
in the State of Illinois the tools that they need, we are not going to get
the job done. ’ ' g8
Thank you.
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Chairman Rora. Thank you for your very helpful and enlightening
testimony.

Why hasn’t more been accomplished here, Professor? Is it because
of political corruuption, lack of interest, acceptance of

Mr. Buakey. Senator, this goes back again—I suppose each person
sees a thing through his own eyes, and because I'm a teacher, I tend
to see that the problems are in people’s heads in their ideas.:So you
will pardon me if I suggest what I see.

It is, indeed, ideas, and they are principally the ideas that are in
lawyers’ heads. And, as a teacher, I confess that I am responsible for
sending out, in the last 10 or 15 years, any number of lawyers. But we
train them to know how to say no and to object. We seldom train
them on how to construct a positive program.

Look at your various legislatures. There are more lawyers in Con-
gress than crooks. There are more lawyers down in Springfield than
crooks. Sure enough, there are crooks in Congress. Springfield, too.
But I have worked in the Senate as a staffer, and I have worked in the
House as a staffer. Neither the House nor the Senate is corrupt. A lot
of people who reacted to Abscam thought they were corrupt—that the
whole Congress was corrupt. Bul it’s not.

The predominant characteristic of Congress, the House and the
Senate as it is true of State legislatures—and I have weorked with a
number of them—is that it is made up of lawyers. It is not that they
are all crooks. The problem with lawyers is that their heads are filled
with yesterday’s—with yesterday’s ideas. They have simply not learned
what needs to be done. It’s not so much an ideological thing—not nec-
essarily left wing, right wing, Republican, Democratic—it’s that they
are afraid, having studied for the bar once and learned what the law
was—they don’t want to change it. They want to continue on with what
they have learned. )

That’s the largest single impediment to law reform in the Congress.
It’s the largest single impediment to law reform in the houses of the
State legislatures. It’s the largest single impediment to reform in the
Department of Justice.

The FBI knew how to implement the wiretapping statute because
they were familiar with it. But it took them 5 years to find out what
RICO was. And it has taken them 10 years to implement it. Why ¢
Because they were dishonest ? No. It’s not because they are dumb either.
It’s just that they won’t do their homework and learn it. That’s the

roblem. )
P Chairman Rorm. One gets the impression that the problem with
RICO is the fact that lawyers don’t understand it, that 1t requires some
new concepts. And I don’t pretend to personally understand it either.
But how do we break down this lack of action? .

Mr. Braxey. Senator, I'll tell you what the problem is. T have taught
RICO to FBI agents; I have taught it to Justice Department lawyers;
and T have taught it to students. It is difficult to teach to FBI agents;
it is difficult to teach to the Department of Justice attorneys; but it is
easy to teach to students. Tt is easv to teach to students_ because their
heads are not cluttered with old ideas. RICO is not a difficult statute.
Tt is a relatively simple statute once you understand it.

Chairman Rora. What can we do to help ?
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Mr. Braxey. I would say, Senator, what you can do to help is what
you are already doing. I don’t want to appear to praise you unduly.
I don’t normally write fan letters. But this subcommittee is one of
the committees to whom, if I wrote them, I would write one.

Hold their feet to the fire. Get the Department of Justice up here
and ask it why it is not bringing forfeiture cases. Get it up here
and ask it why it is not bringing title 10 sentencing proceedings. Ask
it why it hasn’t brought civil suits against the ILLA or the Hotel and
Restaurant Workers or the Teamsters Union. And don’t let it pass
it off on you by saying that it’s too difficult. Don’t let it pass it off
on you by saying that it needs new legislation.

For example, you are proposing legislation that would authorize
removing a man from his union position after he is convicted of a
crime. RICQO already authorizes that. The only person in your water-
front corruption hearings who knew that was the president of the
union.

Every other person who testified assumed that new legislation was
necessary, including the prosecutors, who were free with criticism,
and the prosecutors were free with criticism of you people because
they said that they needed new legislation, of the judges because they
didn’t give a high sentence, of the FBI and the Department of Labor
for not cooperating with them. But they didn’t know what powers
they had to act against that corrupt union under the statute that they
used to bring the prosecution.

That’s the problem, Mr. Chairman. Educate them, two people—two

_groups of people—not the people in Chicago, but the people in the

Department of Justice and the people around the top of this room,
the judges. If they won’t enforce it correctly, educate them. If they
won’t interpret the statutes correctly, reenact them and say, “When
we say what we say, we mean what we say. Will you read what we
say.

Senator Rupman. I think if we had to do that, we would have
to reenact the entire United States Code every month.

Mr. BragEey. You are right, Senator.

Chairman Roru. Let me ask you, how would you rate the Depart-
ment of Justice Strike Force effort here in Chicago? I know it’s had
substantial success this current year, but how would you look at it
historically ¢

Mr. Bragey. You can look at it in two ways. If you look down, you
will see muddy feet. If you look up, you will see stars. More is being
done in Chicago today than has ever been done in the past. That’s the
stars.

But less is being done—1I1l put it to you a different way—the same is
not, being done in Chicago as elsewhere.

In the Cappetio case, I talked to Pete Uiara, who used to be head of
the Strike Force here in Chicago, into bringing a civil case against a
racketeering activity under RICO gambling. It was an eminently suc-
cessful civil suit, eminently successful, and for several years thereafter,
when the Department of Justice lawyers would make public speeches,
they took credit for the C'appetto case. But its never been replicated. So
the answer is that the Strike Force is absolutely essential if you are
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going to do something about organized crime in the city of Chicago.
But more still needs to be done. .

I have heard people say that it ought to be merged in the U.S. attor-
ney’s office. Let me tell you that that would be a 1sistake of the first
order. No U.S. attorney’s office will ever do sustained work in the orga-
nized crime area, not because it is corrupt, but because it has got too
much to do. A U.S. attorney has got the full menu in front of him, and
when a crisis comes up, he will take the best people in his office, the
guys on the Strike Forces and the women on the Strike Forces, he will
respond to that crisis by puiling somebody out of the Strike Force and
putting them on it. Because the Strike Force is a long-term project and
crisis-oriented management will always eat it alive. Long-term work
never gets done. That’s why you have Strike Forces as well as U.S.
attorneys offices.

Chairman Rorm. Last week, in Washington, we had before this sub-
committee, Professor Rogovan from Temple University, and he
stressed very strongly the necessity of pursuing public integrity cases.
Specifically, he said, “My view is that it’s difficult to overstate the im-
portance of public corruption to the continued successes of organized
crime.” We have heard a number of statements today linking public
officials and crime. ‘

Would you expand on your views in this area ¢

Mr. Bragey. Senator, I won’t oversimplify. I won’t say that if the
Crime Commission’s package doesn’t go through the State legislature,
it is because of corruption. People have legitimate disagreements
about civil liberties issues. Not everybody who votes against wire-
tapping is a crook.

Chairman Rora. Sure.

Mr. Braxey. But some who do are. And this is your test: It just so
happens that the Chicago delegation in the State legislature is now
the most powerful. The heads of the key committees happen to be from
Chicago now.

If this legislation is given a hearing and passed, and let’s say fairly
compromised—the drafts that I put in the record here are first drafts,
not final drafts—they need to be looked at by people who have to make
the kind of policy judgments that our political and elected officials
have to—but the one policy judgment that’s impermissible is no to a
statewide grand jury, no to an immunity statute, no to a theft and
fencing statute, no to a RICO statute, no to a wiretapping statute. And
if the bottom line a year from now or 2 years from now is that this
legislation hasn’t gone through, it won’t be because the Governor was
corrupt. You have never had a more knowledgeable Governor about
organized crime than James Thompson. He is a former law professor.
He is 2 former Federal prosecutor. He knows what’s involved. It will
bs because the legislature in some combination was corrupt.

Chairman Rorm. Senator Rudman.

Senator Rupman. I followed your work and your writings,
and I have read some of the things that you have stated here, and
articles that you have written. Of course, what ycu are really saying
again, bottom line, in terms of the Federal activity, is that prosecutors
like to get convictions, they like to get people sent to jail, and that’s
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admirable, that’s what prosecutors are supposed to do. But what you
are really saying, in terms of a real effect on orgenized crime, the
question Chairman Roth has been asking continualy for the last 2
years, is how do we get at it? What you are saying is that the civil
sanctions already there, if used effectively, would do more to eliminate
their base, which is money and corruption and corrupt influence, than
anything else.

Mr. Brakey, Yes, and it would do it easier, and it would do it more
consistent with due process. Why do you have to get him indicted?
Why do you have to get proof beyond a reasonable doubt # Why do you
have to have confrontation and cross-examination? Why do you have
a jury verdict in every single case if you are not really after the man’s
liberty ? If what you are after is property, if what you are after is the
influence he has over a union, you don’t need to-go the criminal route.

The Attorney General testified the other day it costs us $10,000 a
year to hold a person in jail. It costs us $80,000 a year to build a new
bed in a prison. Any number of people who are corrupt are not also
violent. Why do we have to go after them with criminal sanctions?
Go after them with civil sanctions.

In a civil case, you can start with the defendant’s deposition, and
with the use immunity provisions in the Organized Crime Control
Act, you can set aside his privilege against self-incrimination.

Why do they have to do it the hard way ?

You have to do it the hard way b:cause the Department of Justice
is divided into a Criminal Division and a Civil Davision. That means
that everybody in the Criminal Division—they only have one rem-
edy—criminal prosecution, so that’s all they know. And the Civil
Division people don’t talk to the Criminal Division people.

Why can’t we get some prosecutors who think about remedies in-
stead of convictions?

Senator Rupman. Well, Professor Blakey, I’m going to take this
record, when it’s reproduced, and the week after next, I also happen
to serve on the Senate Appropriations Committee, and serve on the
subcommittee with jurisdiction over Justice Department appropria-
tions, and I’'m going to have a very interesting dialog with those
folks based on your testimony, today, and T'll send you a-copy of
what they have to say.

Mr. Braxey. Senator, I would be glad to sit with you on your staff
and work out the questions.

Senator Rupman. I think you have made a very substantial con-
trik ation to the hearings today, and I thank you very much.

Mr. Braxey. Thank you, Senator.

Chairman Rora. Yes. I, too, want to express my appreciation, and
I would invite you, as time passes, to let us have the advantage of
your recommendations and comments. This is an ongoing struggle, as
you know.

Mr. Braxkey. Senator, I’'m a phone call away.

Chairman Rorr. Thank you very much.

Mr. Braxey. Thank you. :

Chairman Rorm. At this time we are coming to the close of this
hearing. Without objection, I have two documents I want to enter
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into the record. The first one is a statement on Drug Enforcement
_Administration, U.S. Department of Justice, by William J. Olivanti.*
Mr. WermLanDp. Mr. Chairman, the other is a summary of findings
of this subcommittee’s predecessor, the select committee on certain
Chicago labor unions, which Senator Rudman’s staff put together.
[ The summary referred to follows:]

FINDINGS

The findings from the Select Committee hearings which dealt with the Chicago
area are:

(A) Hotel and Restaurant Employees and Bartenders Union, Chicago area.

The Committee found that key underworld figures in Chicago achieved influence
in both thé management and labor segments of the Chicago restaurant industry.
The Chicago Restaurant Association was dominated by operators who had no
regard for the rights of employees to select union representatives of their own
choosing and forced restaurant owners and managers to sign contracts organizing
the captive employees “from the top” in violation of the Taft-Hartley Act.

Restaurant Association activities took the form of typical union racketeering
and misappropriation activities. For example, employers paid into a “yoluntary
fund” at the rate of $1 per month per employee, ostensibly to provide money for
legal services in labor matters. However, over $1 million that went into the fund
from 1951 through 1957 was diverted into the hands of two attorneys retained as
labor counsels for the union. The two attorneys, Abraham Teitelbaum and his
successor Anthony Champagne, were also associated professionally and socially
with the leaders of the crime syndicate, and, in fact, Teitelbaum was at one
time Al Capone’s personal attorney. As labor counsels, Teitelbaum and Cham-
pagne were responsible for preventing picketing of member restaurants and secur-

' ing removal of a picket line if one were erected. Both lost their jobs when they
became persone non grate with crime syndicate chieftans. Both invoked the Fifth
Amendment when they testified before the Committee.

The union racketeers preyed upon both restaurant owners and employees.
Although employees often did not want union representation, and often did not
even know of their union representation, union business agents would force em-
ployers to deduct dues from their pay checks and, if anyone objected, to fire them.
In that event, the business agent would provide new employees. On the other hand,
since representatives were interested only in the payment of dues, they permitted
praprietors to prosper by paying employees below the prevailing minimum wage
scale specified by the standard contract for the Chicago areaq.

Various other activities of the association also resulted in the looting of the
treasuries of the racketeer-controlled locals. Evidence indicates that the money
ended up in the pockets ¢f known syndicate individuals such as James Blakely,
John Lardino, Gussie Alex, and the reputed boss of the Capone syndicate, Tony
Accardo.

(B) Joseph Glimco and Local 777, International Brotherhood of Teamsters,
Chicago.

Joseph Glimco, a common criminal with close associations with major Or-
ganized crime figures, acquired undisputed control of Teamsters Local 777 in
1952. Glimeco used threats, intimidation, and illegal payments of union fuunds
to oust then President Dominic Abata. Glimee had formerly operated a lahor
extortion racket in the Fulton Street Poultry Market. In his new position,
Glimco diverted union funds to pay for legal expenses in defending charges
regarding the Fulton Street Market shake-downs. Subsequentiy, he used union
funds to buy a house for himself and his secretary, and for various perscnal
expenses. For example, Glimeo used union funds to pay for membership dues to
the loeal country club, hotel rooms, and an all-expense tour of the Caribucin
Islands. He also spent large sums of union money to demonstrate his loyalty and
comradeship with then Teamster President, Jimmy Hoffa. Local 777 officials,
aware of the misappropriation of union funds, did nothing to disclose the misuse
of these large sums of union funds.

1 See p. 218 for the prepared statement of William J. Olivanti.
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.Another interesting sidelight of Glimco’s control of the
tlcg to reba_te a portion of the membership dues to the twﬁ;(;:ge“;:g.sxihfisecgls.a&
Ch;‘%ig% (;rnlllei z:as d(l)ne jt:o re(\;vard fleets for collecting union dues.

\ ee also found evidence that the Occidental Li -
pany was a party _to questionable actions in connectig‘xll v%;fﬁ {Eﬁg:agﬁgugoﬁ-
surance g011c1es written through the Dearborn Insurance Agency in the Chiecago
:tiﬁ'ea. Evidence showed that nearly $175,000 in commissions were paid even

ough no services were performed. Further, Glimco, who held authority to
paylfcla_lms under the insurance agreements, acted with total disregard for the
Ivlv.e are of hls.members and their families when they filed claims. Members of

is union tgst}ﬁed that benefits due them under the policy were denied, and
when they ms1sted- upon their rights, Gifmco had them fired from their1jobs
There Wff also ‘ev1denc_e of collusive arrangements between Teamsters Locuf
;71%‘(')0:1&1‘?% 7 '47, al?d the chz}go Hotel and Restaurant Workers Union. All persons
Comm(iztt e:lvo ed their Fifth Amendment rights during testimony before the

.%(()}lz J’(())};;n.'l‘. O’Bri«(ain, Teamsters Local 710, Chicago.

n O'Brien, second international vice president of the Internati -
hood' of Teamsters, and secretary/treasurer of Local 710, anda%ggi}{ngglg
presuient of Local 710, paid themselves commissions out of the dues and im'tia:
tion fees .of. the members of Local 710. They drained the Local’s treasury of
ove(zll‘) $51 ﬁiumg{ dlgini%' the years 1952 through 1958. v

an M. Dorfman and P . i iti
anqdjhth%Hoﬁ'a-Dorfman alliance.aul J. Dorfman, the Dorfman insurance entities
e Committee made a detailed study of the Central Stat

Southwes.t areas he;alth and welfare fund and the Michigan %oﬁfeﬁgggi)?fs:cfeﬁ
sters welfare fund insurance deals. Evidence showed that James Hoffa used these
gvo funds to pay-off long-standing debts to the Chicago underworld and to Paul
I orfman, the corrupt labor leader who introduced him to Midwest mob society

n 1950 and 1951, Hoffa successfully maneuvered the insurance business of thé
tgamsters health and welfare funds to the Dorfmans. Hoffa entered into a collu-
%ggfgﬁnfsrgg:& ;gﬁlﬁ ethSIhe'ad offtirlllionc(}asualty Company, and Pzul and Allan

X acing of the entral States Insuran i i
Union Casualty Company,.vvlth the understanding that Allan Dgsfrt;isxinviiill‘glﬁg
gamed the brokger on this lucrative account. Evidence indicated that Union
aspalty placed its bid based upon more favorable factors than those of its com-
petitors, and when another company did offer a lower bid, it was rejected on
baseless grounds. qusequpntly, Allan, Paul, and Rose Dorfman, all of whom had
absolgte}y no experience in the insurance field, received more t’han $3 million in
cor(x)lggss;ggs Da;ﬁ Iizel;v;lcle gees ot? tlealrinsters insurance over an eight year period

1ad control, Hoffa agreed to increase premium -
%ot_h of t’he tez.ur.xs.ter funds while drastically reducing beneﬁtlt)s. Finlzlllyraiileslggi
Yorfvman s activities resulted in his license being revoked by the state’ of New
Ao:rk. However, thropgh subterfuge and the continuing friendship of Jimmy Hoifa,
llan Dorfman continued to draw his commissions and service fees '
(B) Sheet Metal Workers International Association, Chicago area
Th.e Committee found that Sheet Metal Contractors in the Chicag(; area were
reqmred to pay $250—$490 to officials of the union for the privilege of operating
1[11111.011 §hops. The Committee also found that officials of the Sheet Metal Workers
:J?n tln t{ze (;hicago area participating in the rigging of bids on ¢ity contracting
%)io%'zflc s. Testimony .of Arthur Kronin, president of Local 73 and rfeurth interna-
e E}cg pre31Qent of the Sl}eet Metal Workers International Association, was
ﬁ:on 11c1 13g with ot-he.r testimony that the Committee concluded that W’illful
geutqry ”a been qommltted and referred the testimony to the Department of
ustice. The Cpmmltte.fe also found that union officials caused another witness to
repudiate earlier testimony provided to the Committee concerning illegal pay-

ments to a union official.
Chairman RorH. In closing, I would j 1 1
Im; . . just like to express a
appreciation to the Com.mlss%c;n and to all of those Whl:()) appe%;lelcll Il:r)lez
fozas this hearing for their extremely valuable testimony.
s you well know, this is only one of a series of hearings we are
olding on the impact of organized crime on this country as a whole,
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* but, more particularly, of its impact on the various regions. We shall
continue to be exploring the problem, the question of what more needs
to be done on the part of Congress, and, particularly, why we are not, :
as the Professor suiggested, making better use of the laws already on '
the books., " B

But, again, we will be holding further hearings, as I have already . | APPENDIX
indicated, on Chicago organized crime. I expect we will probably be _
subpenaing or otherwise bringing witnesses from here to Washington. | :

Thank you very much. The subcommittee is in recess. 3 booox SENATOR WILLIAM V. ROTH, 3R.

Recess at 2:10 p.m. . :
[Recessa p.m.] ( : CHAIRMAN
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PREPARED STATEMENT OF SENATOR ROTH

chilling—fact remains: the criminal syndicate in Chicago has not been eradicated

Good morning. Today, the U.S. Senate Permanent Subcommittee on nor even contained.

Investigations will continue its probe of organized crime activity. In our first

S T e

Indeed, in spite of ‘the best efforts of this Committee and its

"field" hearing, we will focus on the infrastructure of the Chicago crime syndicate

VPSS

as emerging criminal groups. : ’ predecessors, and law enforcement people, the nation is still overwhelmed by

7 / N . . . ae
L/ organized criminal activity.

.

The scope of activities involving the "syndicate" or "outfit" or "mob" in
the Chicago area is truly pervasive. Organized crime in Chicago touches virtually I'believe it is time to take a different tack. .
everyone's lives or livelihood. Evidence shows that the tentacles of mob activity in

this city reach into government, law enforcement, unions, and other legitimate We should not content ourselves with uncovering how clever or how

] . e
political, social and economic functions. [ violent individual criminal adversaries are. Nor should we pause in wonderment

7 : about the billions of dollars that are diverted into illegal channels by organized

Accordingly, I have scheduled this hearing to heighten the public's crime each year.

e =

awareness of just how pervasive criminal influence is in Chicago.

And we are only kidding ourselves when we act shocked about the

But I have also stheduled this hearing to bring to the fore, some hard tightly-knit loyalties that seem so characteristic of the criminal underworld.

questions that need to be asked... and to suggest some remedies that need to be

Each new revelation that is brought out into the open in hearings such

weighed. The hearings of this Subcommittee have been instrumental in providing

the basis for passage of a wide range of criminal laws including those involving as these—ranging from the testimony of the infamous Joe Valachi to the

A m ey

wiretapping authority, anti-racketeering, tax disclosure and union corruption. underworld illicit narcotics network--is almost seductive in its story-line.

But we are not, afterall, just in business to continue a Senate tradition I believe we must instead ask ourselves some basic questions such as:

T e p

of inquiring into the scope of structured crirninal enterprise. Even though such a | . "what are the supporting mechanisms on which organized crime relies?”" "Can we

tradition has both heightened public awareness and provided the evidential basis for “ } realistically weaken these supports?" "Can we, as a society, ever inflict critical

legislative action against the activities of organized crime, the simple—but : wounds on the:infamous criminal syndicate?"
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I am confident that we can. And I intend to use today's hearings as a

new first step in building on that confidence.

Now I know that there are those in this community and across the
country who believe that there will always be crime, and perhaps therefore we are
better off having "crime" under the aegis of an organized system. That way--or so
the arg;Jment goes—we can at least keep criminal activity under a watchful eye. 1
suppose that those same people would submit that, this way, whenever organized

crime oversteps its bounds, we can quickly take action to once again put the

syndicate in its place.

I do not--and never will--accept that line of reasoning. It's like saying

that a little bit of cancer will never hurt anyone.

Indeed, when we hear the testimony today, I suspect that we will find,
i i is
not unlike testimony -given during past hearings, that the cancer of crime

i i ise.
harmtul, is debilitating, and is costly... no matter what measuring stick we us

Today's line-up of witnesses no doubt will reinforce some things we

already know, and maybe tell us some things we don't really care to hear. But in

. . - ot a

any case, I am convinced that the accounting of organized criminal activity that
’ ; .

the witnesses give today here in Chicago will encourage action.

ici iti ot~ this
Hopefully, the testimony will sufficiently outrage the citizens of“thi
fine state and elsewhere to the point where they are willing not only to renew this
i and
country's efforts against the so-called mob but also to get behind new

islati i iminal infrastructure.
meaningful legislation aimed at the heart of the crimin
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This of course, is much easier to say than to accomplish, particularly
when hearings such as these lay bare a litany of apparent failure. And while it irks

me to use the word, "failure", it is dangerous to be euphemistic in describing what

we have accomplished to date.

To repeat an earlier point: the record is clear for all to see. We have
succeeded only in getting a few highly visible, top ranking captains of crime. The

mob itself has taken‘care of several other bosses and lots of soldiers,

Sadly, we have not been successful in our efforts to crippie the
syndicate's hierarchy. Sadder still, we have been unable to prevent that hierarchy

from directing and expandmg the criminal activities of others,

But, I honestly believe that we can be more successful...that we can do
more... and in a more meaningful way, Accordingly, after the witnesses present
their prepared remarks today, I intend to ask each une what steps should and can be
taken to halt the rise of organized criminal influence and sway in Chlcago and

other cities and communities in this good country.
As Chairman of the Permanent Subcommittee on Investigations, I have
listened to some appalling stories about how crime ﬂounshes In our society. I have

read with interest many of the documcnts submitted to thls Committee as

evidence.

I'have come to the conclusion that the only way to accomplish this is.to

strike at the very heart of the criminal infrastrucutre. We must do this by insisting
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that states and local governments increase their efforts in the fight against

organized crime. We must also educate local citizens to the fact that the war

against crime is in part, their war.

For instance, the Chicago Crime Commission has wanted us to come

here for some time. The Commission is concerned that millions have been spent to

rid Chicago of organized crime. But the situation may be worse than ever.~ '

The Commission knows well the reason why. Corruption in this city has

been rampant. Surely, there exists a need to prosecute corruption. But I question

whether this can be done by new federal legislation alone.

On the contrary, I do not feel the "feds" should be saddled with this

entire problem. Instead, I believe there is room for improved state and local

efforts. And I want to use this hearing to find out what those improvements might

.

be.

On a-larger scale, there are some things that can be done at the federal

leve]l. And I can assure the witnesses here today that the members of this

Coenmittee are willing to initiate federal legislation aimed at helping and

cemplimenting whatever steps you and, the members of your communities decide

to take.

Still, to avoid repeating past efforts that have failed us, we must also

begin a serious dialogue on some firmly held convictions.
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Right now, the "mob" is strong because it has money and lots of it. It is

no s i i
ecret that organized crime reaps tremendous profits from gambling and from

illicit drug sales.

Back i
ck in the 1940's, when the Capone gang in Chicago was trying to extend
its cont i »
rol over gambling, the gang sought to first obtain control over racing
informati i I ' i
ation services. This was a simple but effective way to ensure that betting

would fall under the control of mobsters.

Ironically, today we allow or encourage the publication of odds, betting
lines i i
and the like. We have in fact set up paraliel betting organizations to compete
with organized crime. But we fail to offer the same payoffs and we do not offe
] r

the easy credit which the syndicate uses to get players.

And where do these profits go? What efforts have been made to trace

these ? He is i

funds offshore? How much money is involved here? These are ouestions
- "

which, of course, have never been answered. But this Committee is striving to

prowide at least partial solutions in this hearing and others we will have this year

Int '
n the process of our search for answers however, we need not forget who

weare as a people nor what we want as a nation.

At i ‘-

the same time, we must remember that our responsibility is not
li - . X sl . ’

miited just to portraying the lurid and spectacular side of organized crime. We

arealso enjoined to seek meaningful solutions.

These hearings of the Permanent Subcomittee on Investigations are
the proper forum for fulfilling our obligations and I urge both my collezgues and

the witnesses to keep this.in mind.
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PREPARED STATEMENT OF SENATOR CHARLES H. PERCY

I would like to commend Chairman Roth for convéning this important
hearing here in Chicago this morning. For sgm; time now, 1 have urged
that a heafing of this kind be held. ) ‘

Usuzlly, field hearings attract one or two Senators, at the most.
Today, we have an unusual statement of support for action on this
subjec®. ‘As a Chicagoan, I am grateful.

Sinte 1973, I have been a member of the Permanent Subcommittee on
Invespigatidqs. My érincipal‘purpose in 5oining and staying on this
Subcﬁgmi;tee was And is to develop\iééis;ative strategies to set firm
liﬁits on’qrganized crime -—- paréiculafly’right here in Chicago}

Despite the best efforts of local law enforcement, orqanized crime
moves with impuniﬁy across state lines. Only toygh,federal legislation,
rigidly enforced, can ever hope to slow down organized crime.

Orga;ized crime foday knows no'reqession, knows no unemployment,v
knows none of the economic suffering felt by those of us in the Midw;st,

which we are hoping is coming to an end.

orgahized crime members live high on the hog in ;heir homes in Palm

Springs, Fort Lauderdale, the Caribbean. They travel first'class. They

take fancy vacations, and who is paying for all of this? I would contend
that John Q. Citizen i§ paying through inflated costs for goods and
services, higher automobile insurance premiums, and higher taxes %o pay

for society's attempt to curb these thugs.
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Take, for eiampre, the ;ecent convictions for embezzlement at the
fish market in New York City which caused highe} seafood prices foxr New
Yprk residents. In recent days, similar allegatiéns have been directed
égwards a wholesale food market in éhicago which may be driving up the
cost‘of food at the supermarket. If these reports prove true, I w&uld
hope that the authorities move quickly to stop this. |

Unfortunately, the popular image protrays orgahized crime -as leaving

the "innocent bystander" alone. Some may ask why should we be concerned

about the sudden death of Allen Dorfman or the attempted murder of
Ken Eto or ;he syndicate's control of pornography or gambling.

We should be concerned for loté of reasons. The whole organized
cfime empire is based on fear, intimidation, and lawlessness. Today, it

may be Allen Dorfran being murdered by an organized crime triggerman.

Tomorrow, it may be the member of an extremist poldtical movement pulling

the trigger on a critic and getting away with it because he saw how the

mob did it and got away.with it.

Bs the late Billy Dauber -- master chop shop operatpr ~-- said in
1979, right before he was murdered: “The only thing that organized crime
has to sell is fear". ‘

I undefstand that now éertain motorcycle gangs are emulating
Qrganized crime, even forming alliances with thé&. The web-is expanding
and becqming, if anything, more ruthless and vicious. |

I have been particularly concerned about how consumers have been
harmed by organized crime. Of particular interest has been organized

crime's control of chop shops -- clandestine garages where stolen cars

are taken apart.
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Three years ago, I held four days of hearings on chop shops in
Washington, D.C. As a result of“phese heé?ings, I introduced legislation
to provide police with an audit trail for compqnent parts stripped away
from stolen cars by organized crime choppers. The total cost would be
no more than $10 per vehicle for thesé numbers. Removal of these numbers
would be a federal crime. 'The bill also would invoke the anti-racketeering .
statute in case of suspected chop shop activities. These hearings
received national attention. T am proud to report that the FBI is now
using the heaiing transcript as one of its offi¢ial auto theft training
documents at its training academy at Quantico;'virginia.

Unfortunately, the problem of chophshops seem to have gotten worse.

In order‘to make up for losses, insurance céﬁpanies have jacked up theft

rates in Chicagé and major cities. This chart shoys the huge differences

in raﬁes for a'198; Chevrolet Impala across northern Illinois. Residents '
1living on the South Side and West Side of Chicago pay $332 annualiy just

for theft coverage. Even in outlying Cook County, drivers are paying

$105 annually -- double ﬁhe rate paid>by motorists in rural Northern

Illinois, outside_the "chop shop" zone.

Even this rate is high. Compére it with the $67 paid by residents
of Wilmington, Delaware or $72 for those of Atlanta.

The National Automobile Theft Bureau located right in Palos Hills
has provided me with some aséoﬁnding data. Since the 1979 heariﬂgs vere
held, 3.4 million vehicles have been stolen in the United States, the |
recovery rate for stolen vehicles has dropped. from 59 percent to 52 percenﬁ,
and the total cost of all car related thefts is $12.8 billion. That's

12.8 BILLION -- almost the total gross national product of the nation of

Peru.
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I plan to re-introduce the chop‘shop billy soon,  together with
Senator Dixon and Senator Lugar of Indiana. This time, I encourage the
auto manufacturers to drop their opposition. The costs of this legislation
do not amount to much, compared to thegbenefits. Take a look at the
marketing system pow used by National C%; Rental of Chicago.-- a system
developed by Digital I.D. Systems. of Park Ridge. Since affixing the

numbers, its car theft rate dropped 75 percent; at a cost of just $15

per car. ) . : ' |

I am looking forward to this ﬁorning's hearing, but I must sﬁ; I aﬁ
greatly disappointed that Shg;iffARiéhard Elrod was.unahle to attend. T
have not réceived a4 personal explanation, so I assume he has a good
reéson.' As an elected official in Cook County, Sheriff Elrod can provide

us information about organized crime, particularly in the = suburbs.

= -
The record is incomplete without his testimony. >

-
.

Mr. Chairman, I would like you to keep the hearing record open long
enough to permit Sheriff Elrod td make a statement.

In closing, I would like to commend thé'chicago Crime Commission,
and particularly its President, Gail Melick and its Executive Director,
Pat Healy. When others lost interest,zphéy kept alive the efforts to
combaF organized‘crime. They have let us all know that there are no

innocent bystanders as long as organized crime continues to thrive.
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PREPARED STATEMENT OF SENATQR'SAM NUNN

t

Mr. Chairman, I am most p]eased*@p be here in Chfcago this morning to
take part in these hearings on organized crime. I congratulate you and the
Majority staff for your fine efforts in making this hearing possible and in
thereby furthering this Subcommittee's examination of the problem of organized
crime. ' ]

For more than thirty years this Subcommittee has been active in the
investigation of the néture and scope of organized crime in the United States.

In doing so, the Subcommittee has looked closely at many of those activities

by wbﬁch organized crime has so often profited including gambling, stolen

securities, narcotics traff1ck1ng, and labor rack"teerxng.

The testimony which we have neard on tme strength of organized crime
\

in those areas has, to say the ’éhst been most aTarm1ng.

With benefit of the ’Subcommlttee s past 1investigations in those

" specialized areas, we today continue our efforts to understand tha full scope

and influence of organized crime as it today exists in the United States.
Only as recently ”as Tast week, the Subcommittee concluded another set of
hearings an organized crime, resuTting from -a Mincrity investigation, with

benefit of the cooperation and pafticipation of the Majority. ' Those hearings
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were specifically: designed -to prefite the concept of “organized crime" within

the mid-Atlantic region of the United States. During those hearings we heard

testimony indicating both the growing soph1$t1cat1on of traditional organized
crime families as well as the expanding power and scope of newer, "emerging"
Such'test1mony suggests that organized crine,(é;
it exists in the ‘80s, may well call for a stronger and more coordinated
response by today's law enforcement community.

With today's hegring, the Subcommittee continues to focus: on those
most important issues, a;jihey currently exist in the Chicago area. I am most
interested in what today's testimony will reveal about the evolution, both in
scope‘ and in strength, of traditional organized érime families within the
Chicago area.. I Tlook forward not only to an analysis of organized crime

itself but also to suggested recommendations for improved law 'enforéement

efforts in this area. Although today's testimony will clearly focus on these

issues as they affect the Chicago community, better‘insight on the problem
here will surely benefit the Congress, law énforcement, and the American
public in attacking the problem of organized crime nationwide.

With those thoughts in mind, Mr. Chairman, I welcome today's hearings
and the important ev1dence and test1mony which I believe will be forthcoming
here this morning. Again, I congratu]ate you and the Majority staff on a Job
well done and continue to look Torward, on behalf of the Minority, to working
together with you 1in the future on the important and pressing issue of

organized crime.

Thank you.
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PREPARED STATEMENT OF SENATOR WARREN B. RUDMAN

Mr. Chairman, today's hearing‘continues the long history

,(/

of investigations by the Pérmanent Subcommittee on Investigations.

into the status and effects of organized c:ime in the United

States. Chicago i~ 'no stranger to this Subcommittee; twenty-two

days of heariﬁgs have been held on organized crime activities

Say I

here. I hope our return to Chicago will mark the beginning

of successful, concerted éffort% ;o des#rpy thé‘qorruptive
.influence of orgaﬁized crime which has cast such ominous
shadows over thif and other g;eat Americgn cities.

I think the hearings that begin today aéé imbortént for
several re%sons. First, the hearings and feports will document
ﬁhe nature ard scopé of traditional organizedlcr?me in Chicégo.
The information that will be derived from this heariné will

inform the public of both the obvious'and hidden costs of

organized crime, costs which are borne by honest citizens.

99,

I3

Second, law enforcement officials at all levels will, I hope,

. Yearn more of the necessity for direct and concerted action

against these ﬁarasitic'hoodlums.' Finall&, these hearings
wi}liform the basis for leégislation, some already proposed
and some in the offing, which will make law enforcement officials
more effectivepin their.wdrk.b

The city of Chicago has for too long been linked with
corruption apd violence. The murders attributable to organized
crime are,-of course, the most apparent symptoms of the disease.
However, this is only the tip of the iceberg. The less obvious
effects of organized crime on society gre far more damag;ng.‘
’Qrgaﬁized‘crime is coptagious‘and the Mafia can, if uncheckeqd,
infiltrate all levels of law enforcement andygovernment;
Many people are convinced ﬁﬁat this has already happened in
Chica;o.« We hear allegations of bribes and kickbacks at
nearly all levels of Chicago!s’govgrning apparatus. The

awful consequence of this influerice is a contempt for the law

and” all those involved with it. We cannot allow’ this to

happen.
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This hearing has been convened at a most opportune time . 1 A good start would be for the state Assembly to enact a

. | -
in Chicago. From all indications, the Mafia in Chicago is in : f . responsible electronic surveillance law. By denying local
* ¢ officials the us i s ’
3 - e of wire tap evidence, the Assembly has

the midst of a reorganization brought about by recent arrests

, \ ma havai ' ‘ - . .
and convictions, the murder of Allen Dorfman, and the attempted de unavallab1¢ perhaps the most effective tool in use

L3

against organized crime.

murder. of Ken Eto. Law enforcement officials may now-have a

unigue opportunity to break the mob in Chicago. ‘I hope what tre Chaiem '
. . an, I would like to end m i
Yy opening remarks

we do here today will aid in that effort. by quoting a famous New Hampshire Congréssma Dantal
» , \ n. anie

As I stated earlier, not only must we have renewed dedication Webster onc .
- € observed that "God grant .
s liberty only to

and effort from our law enforcement officials, we, as legislators +ho iy . N
| IR ‘ 8¢ Who love it, and are always ready to defend it,"

must strengthen existing laws in order tovenhancé éheir abilit H .
eng I o Y } is observation has as much application to our war against

to fight organized crime. At the federal level we are promoting organied srime es it & 1 e ‘
as had to all our country!
: /. Y's past

legislation which would help to purge organized crime from struggles in the name of democracy For & 1
: . . r too long the

labor unions. We are also ﬁrdpbsing legislation which would American public has tended L
B - to romanticize those con '
: . nected

aid. in the prosecution of traditional organized crime figures. with organized crime. I hope our efforts h . a
L — . L , S here today will

It is essential that we also receive cooperation at the state help dispell such notions ang serve notice of 4
. our deter-~

mination to defend our country's liberty froﬁ an int;rnal

and local levels. It is vitally important that the Illinois ‘

-,

corruption which has been with us too long.

S
.

a,
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State Assembly provide local and State law enforcement officials

with the tools necessary to combat the insidious influence of '

organized crime. e :
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PREPARED STATEMENT OF PATRICK F. HEALY
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EXECUTIVE DIRECTOR ; ;
CHICAGO CRIME COMMISSION

Mr. Chairman, it is indeed an honor to appear before
this Subcommittee to offer on behalf of the Chicago Crime
Cémmission and the citiZzens of this city any assistance and
support that will ena£le this Subcommittee to conduct a full
and informative investigation on organized crime in the city
of Chicago. , My name is Patrick F. Healy and I am the Executive
Director of the Chicago Crime Commission. I have been involved
in prosecutorial work for the last 24 years; I have been both
a county and federal prosecuto;,'as well as the Executive
Director of a national organization of prosecutors. I am
conversant with many of the problems of law enforcement;

You have heard from the Commission's President about the
aims, purposes and hopes of the Chicago Crime.Commission as »
they relate to your Subcommittee's visit here and the assistance
you may give us now and in the future. You will hear from the
COmmission's Consultant, Mr. Roeﬁe;, who is an expert on organiged
1crimg, especially as it pertains to Chicago. The purpoée of nmy
testimony and documentation, is to_call_éb the Subcommittee's,
and public's, attention the raw and savage power qf organized
crime and its contempt for the law; and reétate that which
was said 20 years ago about the same problem. There is no
éreater way to emphasize this point than to show the gangland
slayings in Chicago dating back to 1919, when the Commission’
first started to keep records. These'kiiiings, or executicns,
are dpnecfor a variety of reasons. They are executions to
rid qﬁe of competitorf, +o show that those trying to muscle

into illegal businesses will not be allowed to do so;
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they are done to send. a messagé to those dealing with organized
crime and who welch'én their obligations and debts} they are
done to those who inform and cooperate with law enforcement;
and they are done to those who stand in the way of ambitious
labor racketeers.

When you review the listings and the circumstances of
the murders, you will see that organized crime, in the pursuit
of its illegal activities, knows only one rule -- that of power,
greed, terror and discipline. After reviewing the record, one
has a strong feeling of despair and anger as to what has to be
done to stop this outrage.\ The record does not reflect well
on law enforcement., The :écord also serves- to reflect several
other factors which should be a sSource of equal émbarrassment
to the public. One segment of society cannot point a guilty
finger at’the other; all must share the blame. The public
attitude toward these gangland slayings is one df apathy --
writing them off as "what do we care, they're killing each
other -- they deserve what they get."” Whereas, if the same
killings involved a businessman locking up his store, or a
woman coming out of a shopping center,,ér a child coming home
from school, it would swell up such revulsion in the community
that I am sure that we onld see legislative réform as well as

law enforcement action so swift that the Supreme Court might

question its constitutionality because of such swiftness.

One must wonder why we cannot have the same dedication and

swiftness on these gangland murders. We seem to shrug our

shoulders and say, it is life in the big city. Well, Mr. Chairman,

we respectfully submit to you it may:be life in the big city,
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or by a part-time effort of various groups. It must be a

it i table to the Chicago Crime . |
DI A 18 coneterely mmacee substantial, long-term effort. We have yet to see that effort

issi 11 half of the law~abiding citizen.
conmission which spesks on beha on either the local or national level. We are mindful of the

i ; thing can ke done if we wish to do so. .
onerTy et e foney one ’ demand of the taxpayers' Gollars. We are mindful of demand for

The murders, however, are not in and of themselves the

social services by the taxpayers. We are also very mindful of

ndition. They manifest problems in .
problem. They reflect a co 3 4 the devastating affect that organized crime has on society, on

i hange if we are sincere. The problem . .
our society that we can c g the social services, and on the quality of life, if it is not .

e

iz in the administration of the criminal justice system as a

. o e gt e
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curtailed. It is short-sighted to short-change law enforcement

i in i ight against organized crime.- Some of the
botal etity in its fls o ° for the sake of other social problems.

ST R

ider, whether it is by this Subcommittee or ‘ o ' .
matters we must consider, - Angeher i 0 conetaes e ooreommt. o - N

iti te Legislature, are problems such as '
fhe ciffacne ox mes ° - age, with our advanced technology, we can develop a sophisticated

S S R R

jurisdicti rcement has a jurisdictional problem. . . . .
yusesiovion; iewen®s J | 4 talent to fight organized crime if we truly wish to make such an

The law determines jurisdictional limits and when law enforcement

{ effort. It is absgrd and naive to think that untrained peace

; limit, they have various options open to . ’ . . L . )
agencies come to that o b ; officers who assist citizens in complaints, who conduct traffic

- investigation or they may turn it over
them they may drop the in g control or perform other general peacekeeping duties, can be

Pr—

. e options may not all be professional or . . .
to another agency Thos P Y ) transferred into an organized crime unit and be effective. T

dedicated as they should. Organized crime has no jurisdictional o of £y Le ‘enFormmins oo L )

. gencies, no y in 1s city
i ty and state lines with impunity. ’
problems. It crosses clty, county : but across the nation, that have the dedicated, professional
To criss-cross the country to promote its illegal schemes is a , | Staff with sutficiont fopth to atesn o QIOblem e
i is i luxury law enforcement does not . . .
ey poowrencer This e ’ Th speaking of highly trained accountants who must ferret out
nforcement is handicapped. The ' .
e IR e s, e o complicated paper trails to uncover illegal schemes, experienced

killi ] i i ibit show people are killed outside the
killings just in this exhibit peop i prosecutors, who are willing to dedicate long years to this

i : in; ki inside the city and brought out. . -
city and brought in; killed in cause, and intelligence experts, who over the years develop

i ' hey're killed.
Sometimes we don't know where they vast resourase o O Loag. o b soes ctes e

o consider is resources. During these . ‘
Another problem t . commitment cannot be met by an annual rotation of personnel that

. . . . s . and
strained financial times, everybody is reviewing resources .

takes place at all levels. Organized crime works 24 hours a

ioriti is im i to fight organized crime without ‘ - |
priorities. It is impossible g g day at its skullduggery and sophieticates Erorte to ol

i i tial resources. It cannot be done . :
) flrm‘commltment oF substan -the law. We should expect law enforcement to do no less.

s

by a reshuffling of personnel, or a one-time investigation,
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Another point for consideration is to discover the true
power structure of organized %rime. We .are-at a time in which
organized crime is very sophisticated and its leaders are
insulated from detection, prosecution and punishment. As
interesting as the charts are that will be presented to this
Subcommittee, it would be more interesting to have a chart of
those who should be up there. 'Why can't we develop a corporate
listing of mob owned or controlled conipanies?  Why should the
businessman have _to suffer a loss or lose his company before
he awakens to the fact that he is dealing with organized ‘crime?
At times we may depend upon accomplices, undercover agents,
and surveillance; but, though these méthods may prove useful,
success is rare, because of the wall of silence and terror.

We must rely upon other methods available to us. Changes in
the law, that will give us an equal footing, are needed -- I
am referring to electronic eavesdropping. I will not address
mysélf to this matter since you will be hearing from one of
our Consultanté, Professor G. Robert Blakey, on this in
greater detail. The successful prosecution of the current
Teamsters case and their sentencing hearing was possible
largely because of electronic surveillance. Is it any wonder
that there is sirong opposition against proposed wiretapping
laws for law enforcement.

Substantive laws must also be considered. We have enough
laws on our books in most cases to perform our duties. The
problem exists that the laws do not always keep pace with

the times and punishment does not fit the violation.
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When reviewing our laws, considefétion of the démage that
orgahized crime is inflicting on society must be considered
so that the punishment will fit the crime. To expend valuable
resources on the investigation of -an organized crime figure
only to charge him with some minor violation is ludicrous.

We should 'be in a position to convict these figures for the
crimes we know they are committing.

‘Further consideration must be given to the area of
sanctions. When and if we are fortunate enmough to get a

|
conviction, a strong sentence must follow, anything else would
make a mockery of our effcrts. There should be wider use of
fines and seizure of assets. They must be stripped of their
‘ill-gotten gains.

We understand the. attitude shared by many, although we
do not agree with it, that a littlé‘vicefﬁprostitution and
gambling isn't all that bad. They ask "why should I send a
man to jail for accepting a bet or visiting a house of ill-

repute?" ' One cannot look at this as a singular violation;

it must be considered only a small part of a larger network.

In@ividual violations are only planting and incubating the
seed of cérruption_for organized crime and law enforcement.

It is naive not to recognize this. As much as I do not wish
to present aknegative picture, the reéord is the only evidence

you have before you. . The record is what the citizens must live

with. What has law enforcement done in Chicago since the

1970's? Who of note has gone to jail? Has the syndicate

been broken? 1Is prostitution reduced? Is gambling under control?
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Are the labor unions purged? I understand that people will
testify that great things are scheduled fqr the future. They
generally do, and I hope they are correétﬁ But, I ask again, .
what is the record? Actions speak louder than words. I
submit our effofts to fight organized‘qrime in this city have
been a dismal failure at all levels. Because of this, I
question whether we are serious about fighting organizgd grime;

We recognize there are times when the problem is‘of such
magnitude that it can only be addressed at the federal leyel.
.Two points must be kept in mind. We should resist the slightest
suggestion of a federal police force; and we should beware of-
local agencies -using such reasoning .as an excuse not to act.
The primary responsibility to fight organized crime lies with
local bovernmeﬁ%. It is imperative that a message be sent to
the-public -= that organized crime has a serious detrimental

affect on their daily lives. If the public knew how much more

they are paying for their goods, services and the cost of
running their government becéuse organized crime' is’ unchecked,
they would very likely take to the streets. The fact that
organized crime is subtle -~ acting like a thief in the night,

operating behind the scenes through frontmen, politicians,

dummy companies -- enables it to go undetected and unchallenged

by the government.

citizens must demand more of its law enforcement agencies.

Thank you for the opportunity to testify.

SN

We must demand more of our citizens and the
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PREPARED STATEMENT OF EDWARD D, HEGARTY

. SPECIAL AGENT IN CHARGE, CHICAGO DIVISION,

/ FEDERAL BUREAU OF INVESTIGATION

CHICAGO, ILLINOIS

Mr. chairman, and members of the Senate-Permanent
Subcommittee on Investigations, I am pleased ﬁo be here today
on behalf of the Federal'Bureaﬁ of Investigation to furnish
information in connection with this Subcommitte's hearings
into the nature and influéncé of‘organized crime in the
Chicago area. _;%/ | k

‘ I have been ;ssigned is‘the Speciai-Agent in Charge
of the Chicago Division of the Federai Bureau of Investigation
since March, 1982. During my career of some 27 Years, I have
had the opportunity to have many assignments which directly
involved the investigation and/or study of Organized Crime.

I have studied both the‘Italian and Sieilian languages and

have been difectly involved since early 1961 as a street Agent,
program coordinator, field sup€rvisor, FBI Headquarters Supervisor,
Inspector, Assistant Special Agent in Charge, and Special Agent

in Charge in a wide variety of Organized Crime Progfam inveétigations.
I have worked extensively on brganized Crime Program matters in
Pennsylvania, New Jersey, New York, Ohio,‘MarYIand, and Illinois,

and I have studied the Organized Crime Programs of over half of

the FBI Field Divisions, including all of the FBI's top twelve
offices. ' A . h
- For your informati?n, the Chicago Office of the FBI
encompasses the lé counties of the Federal Judicial District

Of Northern Illinois. .
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‘the second part I will discuss several completed investigations
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T
A

My statement willjconsist-pf four parts.“»First,

& review of the organization of La Cosa Nbstra Family (LCN)

Ty

in.northern Illinois and thé naturé and e&teﬁt éf the criminal

B

activities in which LCN either engages or controls. 1In

BT PN T 1

which graphically portray the capabilities and pewer of LCN.

In the third part I will outline the legislative initiatives

e

now being supported by-the Federal Bureau of ;nvestigation
and Department oi Justice. In the fourth and last'part I‘
want to discuss the inter-relatiogship between White Collar
Crime, Public Corruption, and Organized Crime and briefiy
give an insight as to what our invgstigative’efforts have

shown in support of the relationship. I will alsoc survey

the current thrust of our investigative efforts.
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CHICAGO FAMILY OF LA COSA NOSTRA 7
ORGANIZATIONAL STRUCTURE 7

The Chicago Family of La Cosa Nostra (LCN} is an '
oféanized criminal enterprise which consists of an upper
echelon leadership core, a mid-management level referred
to in Chicago as "street bosses", anid the workers, or in
ICN parlance "thebsoldiérs", To assist in the understanding
of the organizational structure, I have prepared a chari which.
graphically illustrates the structure of the Chicago LCH
Fanily (attachéa)f : @

The leadér of LCN in Chicago is 30seph John,Aiuppa,
the kappreseytanduUfficiale‘(official representative)  or '
"boss". Aiuppa in effeét sets policy as to the conduct of
the business of LCN Family in Chicago. ‘

The second in com@?nd, called the Sottucapn Qf
"underbosé",ié John Philip éérone,;also known as Jaék>“The
Lackey" Ceione. Anéther poéitionrih the upper echelon leadership
core is the position -of Consulieri or "advisor". This position
in the Chicégo LCN Family is currently held by a former "boss"
of the Chicago LCN Family, Anthony Joseph Accardo, alsé known
as "Joe Batters".and 5Big funa”. He is considered a sgnior
consultant to the boss of the Chicago LCN Family. He is .

known to have been a protege of the late Al Capone.
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The mid-managehent positions, ‘called Capidecine,'
which literally means "Bosseé of Groups of 10",‘are referred
to in Chicagb ﬁs»“street bosses”, The Chicago LCN Family
currentli has Si# knowh Capidecine or}?street bdsses“; five
in Chicago and one in Rockford, Illinois. .These individuals
control criminal and racketgering activity, ﬁSually in a
particular geographical are;. For example, One street boss
controls the north side of Chicago. Another is responsible
for the wést side of Chicago, while a third controlé the near
south and southwest side of the City of Chicago. The far
-south side of the Chicago mefropplitan area and the Rockford
area—arekcontrolled by others. '

Each Capudecina in turn controls a gfoup of trusted
workers knoﬁn aé Solaati (soldiers). These soldiers compose
what in the Chicago LCN faﬁily is knowh as a "street crew" ‘
and they in‘turn handle the day to day criminal activity
which will include, among others, 1oansharking (juice).'
prostitution, éxtortion, and allﬁforms of gambling.

The membership of the Chicago LCN Family is
composed of Italians of Sicilian, Calabiese,vand
Napolitan qrigin. Its séhere of influence, howevgr, reaches
out in all directioﬁs and eifeétivély works with and éontrols :

persons of all ethnic and racial groups.
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CHICAGO FAMILY OF LA COSA NOSTRA
NATURE OF CRIMINAL ACTIVITY

. The Chicago La Cosa Nostra (LCN) Family continues
today, as it has throuéﬁout.its history, to obtain iucrative
income from the traditional racketeering and vice activities.
These include but are not limitéd to loansharking, extortion,
gambling, prostitution, and labor racketeering.

With respect to labor racketeering, many of the
activities and members of the Chicago LCN Fémily aré given
"cover" by unions, thus providing a degree of réspect‘and
legitimacy. It takes four vital components to make up a
full grown labor racket, i.e., dishonest labor leaders,
unscrupulous employees, crooked public figures, and professional'
criminals. The Chicago LCN has long recognized the advantages

of controling the unions. During Al "Scar Face" Capone's

regime nearly two-thirds of all unions were under his’domination.
To a great degree the ChicagovLCN continues to maintain this
grip on organized labor. The ultimate result has been in

many instances an amalgém of "hoodlums", corrupt unions,

and corrupt public officials formed inﬁo an enormous power ‘base.
Not only does this generate significaht income for Organized
Crime, but equally asdimportant, provides a high degree of |

insulation against prosecutive interference.
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Union pension and welfare funds provide a lucrative
source of income' for organized crime. Loans may be awarded,
not on the basis of sound lending practices, but rather t?
whoever is willing to pay a "finders fee" to a middleman?
This middleman often is an union official, consultant, or
associate. The membership loses out on uncollectable loans
but the official is. enriched by the "up front" money which
is nothing but ill-dingised nkickbacks". Union officia%é
will misapply the. funds }n other ways in outright embezzlement
schemes. Pension’ and operators funds are deposited %n certain

favorite banks or handled by corrupt associates, lawyers,

fund brokers, or insurance agents.

The schemes for embezzlements and kickbacks involvin? 7 ;
unions and health/welfare funds, and specifically involving
high level LCN figures, are often quite sophiéticated and | ﬁ
complicated necessitating the subpoenaing and review of a
multitude of records from union funds, banks, and service .' ;
provider%. In this regardfinvestigation in PENDORF and the |
Laborers' Union International cases, which J will discuss f
invmore detail in a minute, have clearly demonstrated the

ICN involvement and control of labor unions. . :
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In addition, the Chicago LCN Family receives
lucrative revenues through the assessment of "street tax","
avform of extortigﬁ of individuals involved in various forms
of criminal activity. It is a continual assessment or levy
Placed by organized Ccrime on certain individualsiinvolved
in illegal aétivity. Through the payment of “street tax",
these individuals are permitted to engage in the partiéular
type of criminal activity. The "street taxﬁ is generally
collected by a soldier of a particular street boss énd this
soldier will make weekly or monthly visits. to pick up the
"street tax". Bookmakers, burglars, and salvage opefators
involved in chop shop activity are favorite targets of
Organized Crime for payment of "street tax". Tt is not
uncommon for bookmakers or salvage yard operators to become
victims of qangland killings when they refuse to pay. Many
of the gangland killings which occur in Chicago result from
the failure of bookmakers, burglars and salvage yard operators
to pay the "street tax". In essence,"street tax" is a payment

for the privilege of carrying on criminal activity in Chicago.

*
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COMPLETED INVESTIGATIONS

I now wish to discuss several investigations which
have been successfully prosecuted to highlight the power
and influence of LCN. The first case is the PENDORF case;
an investigation into the activities of Allen M. Dorfman
who was the controlling shareholder and Director of Ama;gamated
Insurance Agency Service, Incorporated, a company, at that
time, under contract to administer claims submitted to the
Teamsters Central States, Southeast and Southﬁest Areas Health
and Welfare Fund. Dorfman also controlled a number of other
insurance and insurance related entities. Dorfman had a
close relationship with several present and former trustees
of Teamsters Central States, Southeast and Southwest areas
Pension Fund (CSPF) and with high level Teamsters Union officials.
Dorfman in turn was controlled by the Chicago

and Kansas City Organizéd Crime groups and was directly » P

P—

subservient to Joseph Aiuppa, operating boss of the Chicago LCN.
The PENDORF investigation cohéisted of extensive .
court authorized wire tap coverage of Allen M. Dorfman and the
office space occupied by Dorfman and associates. The thrust of
this investigation was to ;qentify the_inflpence of organized
crime into legitimate business and labor unions and .to develop

prosecutable cases.
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During the course of the wire tap coverage outlined
above, a number of illegal schemes were uncovered. One of
these schemes, now known as the'Wonderwdrid property scheme,
has been successfully prosecuted here in Chicago and the
subjects are now'awaitiﬁg sehtencing.

The Wonderworld property was é parcel of land located
in the exclusive Las Vegas Country Club es;ate'section of
Las Vegas, Nevada, owned by the CSPF. This land scheme related
to a conspiracy by Allen M. Dorfman and others to bribe United
States Senator Howard Cannon, Chairman of the Senate Commerce
Committee, in exchange for his commitment to delay and give
International Brotherhood of Teamsters (IBT) inéht favorable
consideration to any legislation which would substantially
deregulate the trucking industry. In return for the Senator's
commitment, Allen Dorfman and Roy Williams méde numerous attempts
to pave the way for Senator Cannon to acquire the Wonderworld
property owned by the Central States Pension Fund and located
in Las Vegas, Nevada.

On January 10, 1979, a meeting was held in Las Vegas,
Nevada, where it was agreed that Roy Williams, Allen Dorfman, and
others would attempt to acquire the Wonderworld property as
part of the scheme to bribe Senator Cannon. Despite the efforts
by Dorfman and Williams to acguire the Las Vegas property for

Senator Cannon from January 11 to July, 1979, the land was sold

to unother party.
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On May 22,1981, a Special Federal Grand Jury,
at Chicago, Illinois, returned an eleven (11) count indictment
chgrging various violations of Federal lawé, including
conspiracy to bribe a United States Senator, ‘against Allen M,
Dorfman, Roy Lee Williams, and others.

Following an extensive-trial which'COmmenced on
October 12, 1982, the jury téturned guilty verdicts against
all five PENDORF defendants on all counts of the indictment
on December 15, 1982. Sentencing was set for Febrﬁary, 1983.

On January 20, 1983, Allen Dorfman was killed ganglaﬂd’
style and the investigation of this murdér is contihﬁing
to date.

ﬁuring the first full week of February, 1983, a
§entencihg hearing commenced in United States District Court,

Chicago, and is continuing as of this date.

Another case I would like to review is an investigation -

into the Laborers' iInternational Union of North America (LIUNA).
This‘investigatibn was.initiated in September, 1976,

with information provided by a coopérating wiﬁness resulting

in the execution of search warrants at the business office

of Consultants and Administrators, Incorporated (CsA). The

Chicago investigation led to the development of an investigation

in Miami, Florida, where C&A had similar contracts with Laborers

Union. Further investigation developed the link between C&A

AR
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subjects and those dealing with Joseph Hauser related insurance % 5
_ ) g The LIUNA trial co ] iami 4 /
companies. On June 3, 1981, the indictment was returned in g June 29, 1983 ncluded in Miami in
) y v r With eight conv:ctlon
Miami, Florida, charging the operating hierarchy of the . : o § on the RICO
: : . . . N, Onspiracy charge. Those convicted were:
Laborers' International Union of North America and major i
organized crime figures with having used that union to f ' 5
. . . . » : JAMES CAPORALE :
further their own economic interests through kickbacks for o 3
: _ ’ : ' ames Caporale is the Secre -
the granting of union business. ) the chi R etary-Treasurer of !
, j ¢ ©hlcago and Vicinity District Council to the Laborers!' :
The conspiracy charged that this group of individuals - Union, and a Special Internatlonal Representatlve of ‘
combined not only to obtain kickbacks for health care and the Laborers' Union.
life insurance franchises in Chicago and south Florida, but ‘
: ‘ : JOHN GIARDI .
alsoc planned a grand scheme wherein Joseph Hauser, through : ELLO ;
: , John Giardiello is the President ai ; ;
a life insurance company, would cover all of the building ! £ Lab e President aud Business Agent :
g i o aborers' Local 767 in Palm B i 5
trade unions and eventually all unions in the United States. ; \ each County, Florida- : :
It was understood that all of the conspirators would be "partners” ; :
- e SEYMOUR
in Hauser's nationwide life insurance company. Similar, GOPMAN ;
Seymour Gopman was lega i
but less fully-developed, plans were held for the health Floeia gal °°“n°11 to the South East :
: orida Laborers' District Couns 2
care field, of which C&A, a Chicago based optical and dental 7 _ el and affiliated health :
/ and welfare funds. g
care company, would likely be the operating base. . )
‘ ‘ LOUIS OSTRER

Louis Ostrer was prlnclpal operator of two New

Ty

York companies used to funnel kickback money.

ALFRED J. PILOTTO

Alfred J. Pilotto was Pres1dent of Laborers' Local
5, Vice Pre51dent of the Laborers' Chlcago Dlstrlct Council and
’

a Special Internat;onal Representative of the Laborers' Union,

- -
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~ BERNARD RUBIN
Bernard Rubin was President of the Southeast Florida
District Council of the Laborers' Local 478 and a SPeciel
International Representative of the Laborers' Union.

SALVATORE TRICARIO

Salvatore Tricario was Business Agent and Secretary

of Laborers' Local 767 in Palm Beach County, Florida,

GEORGE WAUGNEUX

George Waugneux was President of Sage Corporation
in Florida which was used to funnel kickback money.
The three defendants who were acquitted were:

ANTHONY ACCARDO

Anthony Accardo, the past boss and present consulieri

of the Chicago LCN Family.
ANGELO FOSCO

Angelo Fosco, the President of the International

Laborers' Union.

TERENCE O'SULLIVAN
Terence O'Sullivan who was Secretary-Treasurer
of the International Laborers' Unlon.
Five defendants were severed prlor to thls proceeding
due to appeals and illnesses and the trial of these defendants
is not expected to be scheduled in niami,until sometime in

1983.
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On September 14, 1982, Unlted States Dlstrlct Court

Judge James Kehoe 1mposed the follow1ng sentences in Mlaml.

Seymour chman ~ 5 years, 4,months.

Bernard Rubin - 8 years, concurrent with present
sentence.

Louls Ostrer -7 years, concurrent with present
sentence. ;

‘George Waugneux - 7 years, concurrent with present

sentence.

Salvatore Tricario - 12 Yyears, continued on Appeal
Bond.

"~ James Caporale - 12 years, contlnued on Appeal
Bond.

John Gxardlello - 12 years, continued on Appeal
Bond.

. Alfred Pilotto - 20 Years, bond revoked, remanded
"to custody of United States Marshal.
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The next case that I will mention today concerns the
International Brotherhood of General Workers Union (IBGW). The
purpose of the IBGW is twofold; first, to organize musicians
and entertainers who travel to the United States from Mexico,
and second, to organize factories in the Chicago metropolitan
area whose employees are primarily of Mexican origin.

The master plan of George ﬁodriguez, President of
the IBGW, was to create a bilateral agreement with the union
president of the Mexican musicians‘in Mexico. Under this plan,
all Mexican musicians who belong to thé Mexican union who traveled
to the United States would automaticall: ‘become members of the
IBGW. Once these Mexican musicians arrived in the United States,
they were entitled to health and welfare benefits, prepaid legal
benefits and social service benefits. All health and welfare

benefits under this plan would be processed by Amalgamated

Insurance Company. It was estimated thatvthousands of Mexican musicians

would travel to the United States during a given year. To help
promote this bilateral agreement with the Mexican musicians,
Allen Dorfman traveled to Mexico City with George Rbdriguez.'

At this meeting, Dorfman outlined plans for insuring the Mexican

musicians. Once again all claims would be processed through

Amalgamated Insurance Company. Additionally, during this investigation

we developed information that Dorfman, at times, personally helped

}
Rodriguez with his union activities.
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- The ,union organized several factories in the Chicago
metrogolitan area. As of 1982; it had approximately 600-800
members. Health insurance provided to these members generated
approximately $360,000 anﬁually. These premiums were underwritten
5y United Founders Life Insurance Company, and claims were processed
by Meridian, whigh is a subsidiary of Amalgamated Insurance Company.
Results of the investigation indicated that the Teamsters and
the United Production Workérs unions generally had a hands-off i
policy regarding the IBGW. This allowed Rodriguez to organize such
plans without having opposition from unions like the Teamsters.

In September, 1982, George Rodriguez was convicted

of 14 felony counts that included Fraud by Mail, Fraud by

Wire, and the embezzlement of approximately $270,000 under :
ERISA laws, afte;w a trial by jury. He was fined $10,000 and
sentenced to five years in prison. Rodriguez is currently in
fugitivé status. Victor Rodriguez, Vice President of the‘ i
union, was convicted on one felony count for the embezzlement

of $75,000, and was sehtenced to one year in prison and fined-

$10,000. Jose Garza, a trustee of the union, was convicted

R TR R R

on 8 felony counts and is currently in fugitive status:. Reyes

Martinez, the accountant for the union, pled guilty to one. count

of Obstruction of Justice.
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buring the operation of the IBGW, it is estimated
that the union generated about $800,000 in various benefit
plans which included ﬁéalth and welfare, prepaid legal services,
ané a social service fund. In December, 1982, the Department
of Labor froze all of the union trust accounts and put them under
a receivership. This action is still pending. Y

As you can see, this case is another example of the
inter-relationships o6f the unions with the service providers,
such as Amalgamated Insurance Company, which in turn have the
Organized Crime connectipns.with were 80 clearly exposed in the
PENDORF case.

Another group of interest to this Committee is
the'éutlaw Motorcycle Gang. The Chicago chapter of this
group is known to be the home chapter of the National Outlaw
Motorcycle Gang Organization. Thé‘chicago Office of the
Federal Bureau of Investigation (FBI) in a joint investigation
with Alcohol, Tobacco and Firearms (ATF) -developed a case
which has had a major impact on the criminal activity of
the Outlaw Motorcyéle Gang in northern Illinpis.

This investigation was predicated upon the kidnaping
of Betty Darlene Callahan and Thomas Eugene Forester from
a motel in Ashe&ille, North Carolina, and the murder of Forester
in an abandoned mine shaft near Boone, North Carolina. <Callahan
was then brought to the'Chicago, Illinois, érea by Hattaway

and' Miller and placed with members of the Outlaw Motorcycle
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éang, allegedly for prostitution in order to repay a debt
allegedly owed by Forester to the Outlaw Motorcycle Gang.
Callahan escaped and contacted the FBI at Chicago. .

- Information proiided by Callahan was disseminated
to ATF and resulted in a search warrant being jointly executed
by FBI and ATF, Chicago, at Thomas R. Stimac residence. Evidence
seized further corroborated Callahan's story.

On May 27, 1982} Allan Ray Hattaway, Garn Hansfozd

Milleg, Thomas R. Stimac, Martin J. Curran, Robert George
Burroughs, and Rita Marie Stimac were each indicted by a
Federal Grand Jury, Northern District 6f Illinois, for the
charges of kidnaping, conspiracy to- kidnap, the Ménn.Aét,
conspiracy to violate the Mann Act, and Federal firearms
violations. Trial in thié case began October 18, 1982, in
United States District Couft, Northern District oﬁvlllihois,
and on November 5, 1982, the jury returned verdicts of guilty
on all subjects except Rita Marie Stimac who received a directed

verdict of not guilty.

Hattaway and Miller have both been charged in the
murders of Thomas Forester and Lonnie Marshall Gamboa whose -
bodies were found in an abandongd’mine shaft near Boone,
North Carolina. Trial in this matter will take place in
Asheville, North Carolina.

The home chapter of this organization«has.éince
moved’to Jacksonville, Florida, where its members currently

face Federal prosecution under the RICO Statute.
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LEGISLATIVE INITIATIVES

As I mentioned earlier, I would like to address
several legislative initiatives which ‘the ‘FBI considers important
to our overall operations and would certainly impact favorably
on our éffofts in the investiation of Organized Crime.

The first is dn amendment to Title IiI. The current
authority'for emergency intercepts without a prior court
order covering covers two inétancés:'.First, when an emergency
situaﬁion exists with respect to "conspiraforial activities
threatening the national security;" and second, when an emergency
éituation exists with respect to "conspiratorial activities
characteristic to Organized Crime". The FBI strongly supports
legislation which would add to these conditions authority
for emergency wire taps when the offense involves an immediate
danger of death or serious physical injury to any person.

Such an expansion of this emergency authority would allow
investigative opportunities when there is a threat of immediate
danger wherein an Organized Crime tie might not be established
in the initial set of circumstances.

The FBI is also supporting the permanent legislation
authorizing the Bureau in the course of undercover operations
to purchase real and personal propefty, lease space, establish
or acquire proprietary corporations af business entitiesy,

deposit appropriated funds and proceeds from undercover operations

129

into bank accounts other than in the name of the govermment,
and to use the proceeds from undercover operations to offset

expenses.

Currently we get this authority in the annual authorization

legislation. The permanent legislation would preclude lapses

in authority which attend the hiatus between authorization

bills. The use of the undercover technique has been an important
aspect of our multi-facit approach to the investigation of
Organized Crime and such legislation would insure continuity

in authority which would enhance the efficiency and effectiveness
of the investigative process.

A final legislative initiative which impacts directly
upon the safety of our Special Agents and the welfare of
their families is é recommendation to allow payment of per
diem at an employee's official duty station: fhis legislation
would allow for payment of transportation and per diem for
Special Agents and their families who must be temporarily
housed away from their home, but still within their duty
station, to protect them from threats made in connection
Qith their investigative assignments.

There have been seyeral instances, especially
in connection with the efforts of undercover operatives wherein
threats to their safety and the safety of their families
have necessitated sucﬂ)moves. This legislation would remove

a financial hardship incurred purely as a result of a Special

-Agent's performance of his assigned duties.
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SUMMARY AND CONCLUSIONS

I could not leave a discussion of Organized Crime

without once again highlighting the importance of publi;
corruption to the success of Organized Crime. Pﬁblic
Corruption is the seed bed upon which Organized Crime grows

and flourishes. It is the corrupt official, through the power 1 .
of the office held, who can give the‘members of the criminal

element the fronts of respectability. access to records,

advantages in bidding processes, fraudulent licenses and
permits, false documentation for criminal purposes, illegal
tax assessment relief, and a host of other advantages not
available to the average citizen if the public official is

true to his/her oath of office. Our investigative efforts

in the area of White Collar Crime and public corruption are

exposing insidious examples of such misplaced trust by our

public officials.

I will mention a few sugh cases. A classic case,
now known as the Marquette 10 Case, worked jointly with the
Internal Affairs Division of the Chicago Police Department,
is one wherein 10 Chicago Police Officers were found guilty
of taking bribes from street criminals involved in major

narcotics trafficking and allowing the criminal activities

to continue unchecked.
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The Cook County Board of Tax‘Appeals case is another
example wherein bribes to public officials resulted in reductions
oﬁ_the assessed value of taxable property in excess of $180,000,000.
To date 22 public officials, tax consultants, attorneys,
and real estate developers have been convicted in United
States District Court, Chicago.

In another case, the conviction of 31 Inspectors
in the City of Chicago, Bureau of Electrical Inspection in
1979 and 1980 demonstrated a pattern of organized and systematic
shake downs. The evidence admitted at trials proved legitimate
and electrical contractors were victimized and that illegitimate
fly-by-night businesses were sponsored by the inspectors
for 10% of the contract price per job. This investigation demonstrates
a corrupt relationship between the commercial sector and the city -
governmental agency responsible for regulation. This pervasive

practice resulted'in escalated building costs to the consumer.
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Throughout this century White Collar Crime, Public

. 1 PREPARED STATEMENT OF RICHARD J. BRZECZEK

; i ar— -prod Organized Crime
Corruption and their inter related by-product Org ; SUPERINTENDENT, CHicaco, PoLicE

DEPARTMENT TO THE SENATE PERMANENT

have thrived in northern Illinois. The Chicago pivision ' + v
of the FBI, working closely with United States Attorney Dan ; A,
K. Webb, has recognized this probleﬁ and is addressing it ¥ ; o ’

-

our office allocates approximately I APPRECIATE BEING INVITED TO APPEAR BEFORE
with vigor. ur orzice

508 of our resources to White Collar Crime - Public Corruption THIS SUBCOMMITTEE, AND THE OPPORTUNITY TO SHARE WITH YOU

and Organized Crime investigationé- This commitment will THE EXPERIENCES, OBSERVATIONS AND POSITIONS OF THE CHICAGO

(A e S B

ontinue, and we expect further successes in the ; PoLicE DEPARTMENT REGARDING ORGANIZED CRIME.

future. Joint investigations currently underway with

Superintendent Richard J. Brzeczek and various members of b YOUR ATTENTION IS NECESSARY AND CRUCIAL IF WE ARE

the Chicago Police Department will seriously ?mpact upon T0 EFFECTIVELY COMBAT ORGANIZED CRIMINAL ACTIVITY, IN THAT IT

Organized Crime in Chicago. similarly, investigations we 5 IS TRULY A MAJOR MALAISE OF OUR SOCIETY, AND IS AN ISSUE OF

} NATIONAL SCOPE AND IMPACT,

are working jointly with other components of the law
enforcement community will result in a lessening of Organized

Crime's grip on northern Illinois. THE ISSUES INVOLVED, THE MYRIAD OF STATISTICS AND

VARYING OPINIONS TEND TO CONFUSE THE ISSUES, WHEN DISCUSSING

I thank you, Mr. Chairman, and your Committee for

your - concern for the Organized Crime Problem in northern

: ORGANIZED CRIME, WE COULD»SURELY SPEND A SOLID WEEK DISCUSSING
Illinois.

ONE ELEMENT OF ORGANIZED CRIMINAL BEHAVIOR OR ENTERPRISE, SUCH

AS GAMBLING OR LABOR RACKETEERING, | WILL, THEREFORE, STRUCTURE
: MY TESTIMONY INTO THREE MAIN AREAS. [ BELIEVE THAT THIS WILL NOT
ONLY FACILITATE YOUR CONSIDERATIONS OF THE SPECIFIC PROBLEMS THAT
é AFFECT THIS AREA OF THE COUNTRY, BUT WILL ALSO ALLOW FOR A

CONCISE, YET THOROUGH, OVERVIEW OF THE ISSUES WITH WHICH YOU ARE
CONCERNED,

PRI e

FirsT, I wouLD LIKE TO MAKE SOME GENERAL OBSERVATIONS
AND REMARKS REGARDING THE NATURE OF ORGANIZED CRIME IN AMERICA,

INCLUDING WHAT WE SEE AS CURRENT TRENDS. [ WILL ALSO COMMENT,

THOUGH BRIEFLY, ON SOME OF THE SPECIFIC AREAS OF CONSPIRATORIAL

CRIMINAL ACTIVITY THAT CONSTITUTE THE BASIS OF ORGANIZED CRIMINAL
GROUPS.,

“t

N




134

 SECONDLY, I WILL BRING THESE GENERAL REMARKS AND
OBSERVATIONS INTO THE MORE- RESTRICTIVE ARENA OF OUR
EXPERIENCE IN THE CHICAGOLAND AREA. [ AM SURE THAT A MAJOR
INTEREST OF THIS SUBCOMMITTEE IS NOT ONLY HOW WE PERCEIVE
THE PROBLEM, BUT WHAT WE HAVE DONE TO COPE WITH IT. [ Do
NOT INTEND TO RATTLE OFF ENDLESS, AND OFTEN IRRELEVANT,

STATISTICS. [ DO BELIEVE, HOWEVER, THAT THE ORGANIZATIONAL

AND MANAGEMENT APPROACH WE HAVE INITIATED DURING THE COURSE.
OF THE LAST THREE YEARS IS SIGNIFICANT AND HAS SHOWN DEFINITE
RESULTS., f/ . : -

THIS APPROACH, COUPLED WITH A POLICY OF TARGETING

HIGHER LEVEL OPERATIVES OF ORGANIZED CRIME, ALONG WITH ONE OF

THE COOPERATIVE EFFORTS WITH ALL AGENCIES WITHIN THE CRIMINAL
JusTICE SYSTEM, HAVE "YIELDED RESULTS WHICH | BELIEVE ARE

PERTINENT TO YOUR INQUIRIES.

Einarry, 1 WILL COMMENT ON WHAT WE PERCEIVE AS JHE
IMDEDIMENTS TO A MORE EFFECTIVE FIGHT; AND WHAT WE SEE AS
NEEDED EFFORTS WITHIN THE SYSTEMS OFAOUR GOVERNMENT AND ITS
AGENCIES. [ KNOW THAT THE MAJOR INTENT OF YOUR SUBCOMMITTEE
IS TO GATHER INFORMATION, ON WHICH TO INITIATE LEGISLATION IN

THIS AREA, | AM PLEASED TO AVAIL MYSELF OF THIS OPPORTUNITY.
I DO NOT HAVE THE PANACEA FOR THE PROBLEMS; AND | AM SURE THAT
YOU HAVE ALL HEARD SIMILAR COMMENTS FROM OTHERS IN THE FIELD.
[ WILL, HOWEVER, COMMENT FROM THE POSITION AS THE CHIEF

"EXECUTIVE OFFICER OF A MAJOR AMERICAN CITY WHICH HAS FOUGHT

THIS PROBLEM FOR MANY YEARS.

-
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WHen . stcusstr ORGANIZED CRIME, IT 1S NECESSARY
THAT WE ALL UNDERSTAND EXACTLY WHAT .THE TERM DENOTES. THERE
ARE MANY DEFINITIONS AND INTERPRETATIONS OF WHAT “ORGANIZED
CRIME” CONSTITUTES., SoMe INDIVIDUALS THINK ONLY OF THE
GLAMORIZED HOLLYWOOD 'STEREOTYPES IN THE TRADITION OF THE .
“GODFATHER” MOVIES. OTHERS 6o TO THE OPPOSITE EXTREME AND
CONSIDER ANY TWO INDIVIDDALS CONSPIRING TO VIOLATE THE LAW

~ AS ENGAGING IN "ORGANIZED CRIME.” - NEITHER POSITION IS CORRECT,.

YET ELEMENTS OF TRUTH CAN BE FOUND‘IN EACH. WHAT we MUST Do
1S DEFINE EXACTLY WHAT WE MEAN BY ORGANIZED CRIME. FURTHFR.
IN RECOGNITION OF THE ELEMENTS OF TRUTH CONTAINED IN EACH

POSITION MENTIONED, IT IS HELPFUL IF WE DIFFERENTIATE TWO -

SUB- GROUPS WITHIN THIS GENERAL DEFINITION.

OreANIZED CRIME IS BEST DEFINED AS A GROUP

INDIVIDUALS WHO HAVE FORMED A CONSPIRATORIAL RELATIONSHIP AIMED

AT ACCRUING FINANCIAL GAIN AND POWER. THE ORGANIZATION'S
ACTIVITIES ARE WITHOUT REGARD TO- EXISTING LAWS AND MANIFEST
THEMSELVES "IN VARIOUS FORMS oF” ILLEGAL AND ANTI SOCIAL BEHAVIOR.
THE ORGANIZATIONS MAINTAIN INTERNALIZED DISCIPLINE AND RULES ARE
OFTEN COMPLEX WITH A SET HIERARCHY WHICH MAINTAINS. CONTROLS TO
ENSURE THE INSULATION OF THE LEADERS FROM ASSOCIATION WITH
ILLEGAL ACTIVITIES. Many ORGANIZATIONS MAINTAIN THEMSELVES

AS ENTITIES OVER A LONG PERIOD OF TIME, DISPLAY ALL THE

ELEMENTS OF COMMON ORGANIZATIONAL STRUCTURE, AND READILY ADAPT .
TO MODERN MANAGEMENT TECHNIQUES AND TECHNOLOGICAL ADVANCEMENTS
SUCH AS COMPUTERS AND SOPHISTICATED ELECTRONIC DEVICES.
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FROM THIS BASIC DEFINITION, WE CAN NOW MAKE A
FURTHER DIFFERENTIATION AS TO TRADITIONAL AND FUNCTIONAL
OrReANIZED CRIME. IF WE DO THIS, WE CAN ELIMINATE MUCH OF
THE CONFUSION GENERATED BY DIVERSE INTERPRETATIONS OF EXACTLY
WHAT TYPES OF GROUPS WE ARE TALKING ABOUT,

TRADITIONAL ORGANIZED CRIME DESCRIBES THOSE

ORGANIZATIONS THAT HAVE BEEN ON-GOING SINCE THE TURN OF THE
CENTURY UNDER VARIOUS NAMES SUCH AS THE “MAFIA,” “La Cosa
NosTrRA,” "QuiFiT,” "SYNDICATE,” ETC. IT IS THESE CRIMINAL
ORGANIZATIONS THAT MOST CITIZENS THINK OF AS ORGANIZED CRIME.
IN RECENT YEARS THESE GROUPS HAVE DEVELOPED NEW THRUSTS MARKED

BY TWO TRAITS:

INCREASED SOPHISTICATION AND INSULATION,

.THE EVER-PRESENT READINESS TO RECOGNIZE
OPPORTUNITIES AND MOVE INTO AREAS WHICH
WILL YIELD PROFIT,

TRADITIONAL AND HISTORICAL NORMS OF PROFITING FROM
RANDOM VIOLENCE AND OVERT INTIMIDATION HAVE BEEN DEEMPHASIZED.
THESE TRADITIONAL ORGANIZED CRIME GROUPS PREFER THE METHODS OF
MODERN CORPORATIONS. THE "CRIME SYNDICATE” OF YEARS PAST IS
NOWABIG'BUSINESS; ITS FRONT LINE IS NO LONGER THE STREET
“SOLDIERS” AND “BUTTONMEN” OF PAST YEARS. THE OPERATIVES OF
THESE ORGANIZATIONS ARE NOW LAWYERS, ACCOUNTANTS, COMPUTER
EXPERTS AND PERSONS SKILLED IN THE COMPLEX DEALINGS OF THE

BUSINESS COMMUNITY.
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THIS IS NOT TO SAY THAT VIOLENCE AND MURDER HAVE BEEN
TOTALLY DISCARDED, RATHER, THESE GROUPS PREFER TO AVOID
VIOLENCE' IN THAT IT BRINGS ATTENTION TO THEIR ACTIVITIES AND
CAUSES COMMUNITY PRESSURE TO BUILD AGAINST THEM. WHEN THEY
FEEL THREATENED, HOWEVER, THE POTENTIAL IS THERE FOR UNLIMITED
VIOLENCE. THE MURDER OF ALLEN DORFMAN IN JANUARY, CLOSELY
FOLLOWED BY THE ATTEMPTED MURDER oF KEN.ETO IN FEBRUARY, CLEARLY
ILLUSTRATE THE LENGTHS TO WHICH THE HIERARCHY WILL GO TO INSURE
THEIR INSULATION. IT IS APPARENT THAT FACTIONS WITHIN ORGANIZED
CRIME FEARED THAT BOTH DORFMAN AND ETO, FACING PRISON TERMS,

WOULD TALK TO AUTHORITIES ABOUT THE INNER WORKINGS OF THE MOB,

(FORTUNATELY, THIS ASSUMPTION HAS PROVEN CORRECT IN THE CASE OF
Ken ET0),

SUCH VIOLENT AcCTS RECEIVE GREAT ATTENTION, THEY ARE
NOT, HOWEVER, AT THE LEVEL OF YEARS PAST. THE CORRUPTING EFFORTS
THAT LAY AWAY FROM THE PUBLIC EYE, HOWEVER, HAVE MORE OF A
POTENTIAL THREAT TO OUR BUSINESS AND SOCIAL INSTITUTIONS OF
TODAY. TRADITIONAL ORGANIZED CRIME HAS MOVED FROM THE INNER
CITY NEIGHBORHOODS WHERE IT WAS SPAWNED AND MATURED, AND HAS
SETTLED IN THE SUBURBS AND EXECUTIVE OFFICES OF DOWNTOWN., ITS
LEADERSHIP IS NO LONGER TO BE FOUND IN THE ‘NELGHBORHOOD SOCIAL
CLUBS, SANDWICH SHOPS AND TAVERNS, THEY ARE NOW SEEN IN COUNTRY
CLUBS, SUBURBAN RESTAURANTS AND AIRPORT TERMINALS. ITS TENTACLES
REACH INTO EVERY FACET OF OUR DAILY LIVES. PEoPLE DO NOT
REALIZE THEY ARE.DEALING WITH IT, BUT IT IS THERE,

4

You MAY ASK WHERE TRADITIONAL ORGANIZED CRIME IS,

_WHERE caN You See 1T? IT Is IN THIs ROOM. Look AROUND,

3
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THERE ARE MANY PEOPLE IN THIS ROOM RIGHT NOW. THIS

IS A VERY PRISTINE GROUP, CONCERNED CITIZENS AND BUSINESSMEN, j. THEY HAVE ADOPTED THE TACTICS AND METHODS OF OPERATIONS OF THE

TRADITIONAL GROUPS, HOWEVER, AND HAVE MOVED INTO LUCRATIVE AREAS
OF CRIMINAL ENDEAVOR WITH THE SAME SENSE OF ORGANIZATION,

LAW ENFORCEMENT OFFICIALS, LEGISLATORS, AND VARIOUS REPRESEN-
TATIVES OF THE MEDIA. ~WE ALL HAVE MORTGAGES, BELONG TO PENSION 2 #

PLANS, HAVE FRIENDS AND ACQUAINTANCES WHO.WE COMMUNICATE OPENLY DISCIPLINE AND VIOLENCE THAT HAVE MARKED TRADITIONAL ORGANIZED

WITH AND MAY FEEL INDEBTED TO. WHERE DO WE BUY OUR G0ODS? WHO . 8 CRIME FOR THE LAST 70 YEARS.

DOES OUR DRYCLEANING OR COLLECTS THE GARBAGE FROM OUR BUSINESS £
ESTABLISHMENTS? Do WE BUY CIGARETTES OR CANDY EVERYDAY FROM
CERTAIN VENDING MACHINES? WHO OWNS THE PARKING LOT WHERE YOU

WE ARE FINDING CONTINUING CRIMINAL ENTERPRISES INVOLVING
COLLEGE EDUCATED, SUBURBAN RAISED, MIDDLE CLASS CITIZENS. WE ARE

LR e

ALSO SEEING PREVIOUSLY IDENTIFIED COUNTER-CULTURE GROUPS, (sucH
AS MOTORCYCLE GANGS AND THOSE INVOLVED IN NARCOTIC USAGE IN THE
60’s) DEVELOPING A SENSE OF GREED AND ORGANIZATION THAT IS

PARK YOUR CAR. THIS IS TOTALLY IRRESPECTIVE OF WHAT CITY YOU
LIVE IN, AND IT IS IN THESE QUESTIONS THAT WE FIND OUT WHERE

R e e

TRADITIONAL ORGANIZED CRIME.CAN BE FOUND. EVERY PERSON IN THIS

G A L

ASSUMING CERTAIN CRIMINAL ACTIVITIES PREVIOUSLY IDENTIFIED WITH
TRADITIONAL ORGANIZED CRIME.

ROOM UNDOUBTEDLY HAS SOME MONEY IN THEIR POCKET OR PURSE. REST j

ASSURED THAT A PERCENTAGE OF THAT MONEY WILL END UP IN THE HANDS

OF THE LEADERSHIP OF TRADITIONAL ORGANIZED CRIME. ;

INNER-CITY YOUTH GANGS HAVE MOVED INTO THE AREA OF

E [ 0 CRIME 1S A TERM THAT WE USE IN ORGANIZED CRIMINAL ACTIVITY WITH A VENGEANCE. THEIR PRESENT
PROFILE AND ACTIVITIES MIRROR THE VIEW OF TRADITIONAL ORGANIZED

- CRIMINAL, GROUPS OF THE 1920's. WHEREAS THESE GANGS ENGAGED IN

DEEMPHASIZE PREVIOUS AREAS OF CRIMINAL ENDEAVOR FOR LESS RISKY . e
A RITA AE - ] 7 .
AND MORE LUCRATIVE FIELDS. T[HE VOID HAS NOT BEEN LEFT UNFILLED, RANDOM VIOLENCE DURING THE 60's AND 70's, THE LEADERS ARE NOW IN

HOWEVER, IN THAT GROUPS HAVE FORMED AND MOVED INTO THESE

RECOGNITION OF A TREND FOR TRADITIONAL ORGANIZED CRIME TO

THEIR 30’s AND HAVE MATRICULATED FROM VARIOUS STATE AND FEDERAL
PENITENTIARIES. THEY HAVE LEARNED THEIR TRADE WELL IN THE
UNIVERSITIES OF ORGANIZED CRIME AND NOW ARE RESURRECTING AND
REORGANIZING THE GANGS OF THE 60’s AND 70’s. THEIR GOALS ARE
NO LONGER RANDOM IN NATURE HOWEVER. THEY ARE SEEKING PROFITS.

TRADITIONAL AREAS. THESE FUNCTIONAL ORGANIZED CRIME GROUPS
ARE SO CLASSIFIED IN ACCORDANCE WITH THE PREVIOUSLY GIVEN
DEFINITION AND ARE PROPERLY GROUPED UNDER THE BROAD DEFINITION

oF OreANIZED CRIME DUE TO THEIR FUNCTION,
- THEY ARE ATTEMPTING TO CONTROL NARCOTICS, GAMBLING, VICE AND

ANY AREA OF CRIMINAL ACTIVITY WHICH WILL YIELD FINANCIAL GAIN,

THEY ARE FOUND IN AREAS OF NARCOTICS, ORGANIZED VICE, | : *
THEY HAVE LEFT THE "TURF” OF THEIR YOUTH AND NOW TRAVEL FROM

EXTORTION, BURGLARIES, ROBBERIES, AUTO THEFT AND FINANCIAL CRIMES.
- CITY TO CITY 'AND STATE TO STATE.
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THESE TRENDS, OF COURSE, DO NOT REPRESENT AN ABSOLUTE
BIFURCATION, MaNY TIMES FUNCTIONAL GROUPS JOIN TRADITIONAL
GROUPS, COME INTO CONFLICT. AND FORCE TRADITIONAL GROUPS OUT,

OR DEVELOP NEW WAYS TO MAKE THEIR PROFITS.

THE ONE AREA OF ORGANIZED CRIMINAL ACTIVITY THAT IS
STILL LARGELY CONTROLLED EXCLUSIVELY BY TRADITIONAL ORGANIZED
" CRIME 1S THAT OF GAMBLING, WITH ITS SPIN-OFF OF LOAN SHARKING. \
GAMBLING, MOST LAW ENFORCEMENT OFFICIALS AGREE, IS
 THE GREATEST SOURCE OF REVENUE FOR TRADITIONAL ORGANIZED CRIME.
IT RANGES FROM LOTTERIES (SUCH AS NUMBERS OR BOLITA) TO BETS ON
SPORTING EVENTS AND LARGE DICE GAMES. IN A CITY AS LARGE AS
CHICAGO, VERY FEW OF THE GAMBLING OPERATORS ARE INDEPENDENT OF
A LARGE ORGANIZATION. - ANYONE WHOSE INDEPENDENT OPERATION
BECOMES SUCCESSFUL IS LTKELY TO RECEIVE A VISIT FROM AN
ORGANIZATION REPRESENTATIVE WHO CONVINCES THE INDEPENDENT,
THROUGH FEAR OR A PROMISE OF GREATER PROFIT, TO SHARE HIS
'REVENUE WITH THE ORGANIZATION. R

IN THE CHICAGO AREA THE GAMBLING OPERATION IS CONTROLLED
BY TRADITIONAL ORGANIZED CRIME MEMBERS THROUGH ELABORATE HIERARCHIES.
THE PROFITS THAT EVENTUALLY ACCRUE TO ORGANIZATION LEADERS MOVE
THROUGH CHANNELS 80 COM#LEX THAT EVEN ?ERSONS WHO WORK IN THE
BETTING OPERATION DO. NOT KNOW THE IDENTITY OF THE PERSON HE
CALLS THE DAILY BETS TO. SUCH ANONYMITY ENSURES SECURITY FOR
THE ORGANIZATION AND, IN DOING SO, BECOMES A LUCRATIVE TOOL USED

TO RECRUIT MEMBERS,
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LoAN SHARKING, WHICH IS THE LENDING OF MONEY THROUGH
UNOFFICIAL ‘CHANNELS, AT HIGHER THAN THE PRESCRIBED LIMIT ON
INTEREST, IS COMMONLY IDENTIFIED AS THE SECOND LARGEST SOURCE
OF REVENUE FOR TRADITIONAL ORGANIZED CRIME. GAMBLERS BORROW
TO PAY GAMBLING LOSSES; SMALL BUSINESSMEN BORROW FROM LOAN
SHARKS WHEN LEGITIMATE AVENUES ARE CLOSED, SOME PEOPLE WHO
TAKE BETS SERVE AS LOAN SHARKS AT TIMES, ENABLING PEQPLE TO PAY
OFF GAMBLING DEBTS., INTEREST RATES VARY, BUT IT IS SAFE TO SAY
THAT THEY ARE CONSIDERABLY HIGHER THAN CONVENTIONAL CREDIT
METHODS ., ”

No RELIABLE ESTIMATES EXIST OF THE GROSS REVENUE
FROM ORGANIZED LOAN SHARKING, BUT PROFIT MARGINS ARE EVEN HIGHER
THAN FOR GAMBLING OPERATIONS. “JUICE” LOANS AND VIOLENCE ARE

 SYNONYMOUS, UPON FALLING BEHIND IN PAYMENTS, THERE IS NO

COLLATERAL ‘TO FORECLOSE ON FROM THE DEBTOR. COERCION AND
INTIMIDATION METHODS ARE GENERALLY APPLIED BY A COLLECTOR WHO

IS MOTIVATED TO OBTAIN PAYMENT FOR HIS SUPERIOR AT ANY cosT. IN:

SUCH MATTERS THE END RESULT IS EITHER PHYSICAL PUNiSHMENT, WITH

THE ORIGINAL AMOUNT OF THE LOAN OUTSTANDING, OR DEATH.

- CHOP_SHOPS AND ORGANIZED LUXURY CAR THEFTS REPRESENT
A NEW TREND, WHERE TRADITIONAL ORGANIZED CRIME HAS EXTENDED
ITSELF IN SEARCH OF PROFITS. THEY HAVE EITHER TAKEN OVER 4
FUNCTIONAL ORGANIZED GROUPS IN THIS FIELD OR BEGUN NEW
ENTERPRISES.CAPITALIZING ON THE ENORMOUS PROFITS THIS CRIME
GENERATES. THEY HAVE ALSO REACHED INTO A PREVIOUSLY
LEGITIMATE AREA OF BUSINESS AND CORRUPTED LARGE SEGMEMTS OF IT,

19-8608 0 - 83 - 10
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FORCING ELEMENTS OF THE CAR PARTS BUSINESS INTO THE ILLICIT
TRAFFICKING IN STOLEN MERCHANDISE, EVERY LICENSED NEW CAR,
USED CAR AND AUTO PARTS OR WRECKING YARD LICENSED BY THE STATE -
IS A POTENTIAL TARGET AND CONDUIT FOR ORGANIZED CRIME
ACTIVITIES. THESE BUSINESSMEN ARE ALLOWED TO REPAIR AND
REBUILD AUTOS, BUT MUST COOPERATE WITH THE ORGANIZATION. I[F
THEY WERE INVOLVED IN ILLEGAL ACTIVITIES BEFORE, THEY MUST NOW
PAY A "STREET TAX" TO THE ORGANIZATION.

ORGANIZED CRIME DOMINATES LOCAL AUTO THEFYT AND REMAINS
IN A BATTLE TO MAINTAIN CONTROL OF THIS LUCRATIVE ILLEGAL
ENTERPRISE. DURING THE PERIOD OF 1969 THROUGH 1981, AT LEAST.
TWENTY (20)) GANGLAND SLAYINGS WERE ATTRIBUTED TO CHOP SHop
OPERATIONS IN COOK AND SURROUNDING COUNTIES., THIS REPRESENTS
THE MAJORITY OF THE VIOLENT SIDE OF TRADITIONAL ORGANIZED CRIME
SEEN IN RECENT YEARS IN THIS AREA, AND IS THE RESULT OF THE
GROWING PAINS OF THE NEW CRIMINAL INDUSTRY, ALONG WITH THE
CONFLICT OF TRADITIONAL AND FUNCTIONAL GROUPS, .-

RECENT INVESTIGATIONS REVEAL THAT AUTOMOBILES AND PARTS
STOLEN IN THE CITY OF CHICAGO HAVE BEEN RESOLD IN MANY MIDWESTERN
STATES AND AS FAR AWAY AS NEw York AND TEXAS. IT IS ESTIMATED
THAT CHOP SHOPS COST THE AMERICAN CONSUMER MORE THAN FOUR
BILLION DOLLARS ANNUALLY. INSURANCE COMPANIES HAVE BEEN FORCED
TO PAY MORE THAN THREE BILLION DOLLARS ANNUALLY IN CLAIMS, AND
THESE COSTS ARE PASSED DIRECTLY ON TO THE CONSUMER. A CHIcAGo
RESIDENT PAYS MORE THAN FOUR TIMES THE NATIONAL AVERAGE FOR
AUTOMOBILE INSURANCE AND THESE HIGH COSTS ARE DIRECTLY
ATTéIBUTABLE TO ITS HIGH -THEFT RATE. '

o

“+

Ry v

o

RTINS i R AT s

143

VICE HAS BEEN A TRADITIONAL MAINSTAY OF ORGANIZED
CRIME. PROSTITUTION HAS BEEN SUPPLEMENTED BY MOVEMENTS,
WITHIN THE LAST 10 YEARS, INTO AREAS OF MASSAGE PARLORS AND
PORNOGRAPHY, WHEREVER YOU FIND PROFITS YOU WILL FIND ORGANIZED
CRIME. AS THESE GROUPS BEGAN TO MAKE LARGE PROFITS IN THE
DISTRIBUTION OF PORNOGRAPHY THEY LOOKED FURTHER UP THE SYSTEM
AND NOW ARE INVOLVED IN THIS INDUSTRY FROM-DISTRIBUTION NETWORKS
TO PRODUCTION,

NAB_QQ_ILQ_IRA_EE_I_CKJ_N_Q PRESENTS AN INTERESTING "PICTURE
IN THE CHI.CAGO AREA, IN THAT TRADITIONAL AND FUNCTIONAL -
ORGANIZED GROUPS SEEM TO HAVE STAKED OQUT THEIR DESIRED ELEMENTS
OF THE TRADE.

HISTORICALLY, IN CHICAGO, PARTICIPATION IN ANY FORM
OF NARCOTIC ACTIVITY WAS VIEWED BY MEMBERS OF TRADITIONAL
ORGANIZED.:CRIME WITH GREAT DISDAIN. FURTHER, ACTUAL USAGE BY
ANY AND ALL OF ITS MEMBERS WAS FORBIDDEN UNDER ANY AND ALL
CIRCUMSTANCES. RECENT EVIDENCE, HOWEVER, INDICATES A DRAMATIC’
INFLUX OF THOSE INVOLVED IN TRADITIONAL ORGANIZED CRIME GROUPS
IN THE FINANCING OF MARIJUANA AND COCAINE IMPORTATION AND
DISTRIBUTION NETWORKS IN THE CHICAGOLAND AREA. WE HAVE NOT,
HOWEVER, SEEN THEIR PRESENCE IN THE AREAS OF HEROIN OR
HALLUCINOGENS DISTRIBUTION.

THESE SEEM TO BE THE AREAS MANAGED BY VARIOUS
FUNCTIONAL GROUPS. THE FORMER STREET GANGS CONTROL LARGE MARKETS
IN THE AREA OF PILLS, (T's AND BLUES) AND HEROIN. HMany
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INDEPENDENT ORGANIZATIONS FUNNEL HEROIN INTO THE CITY. !
MOTORCYCLE GANGS HAVE BECOME A MAJOR FORCE IN THE *
: ; N } IT IS CERTAIN THAT WE MUST REMAIN COGNIZANT OF THE POTENTIAL
PRODUCTION OF HALLUCINOGENS, I.E. MDA, LSD anp PCP, Many - ,
: . FOR CORRUPTION, AND IN DOING SO WE WILL POSSIBLY NEUTRALIZE
TIMES THESE ARE PRODUCED IN LABS OUTSIDE THE CHICAGO AREA : .
oo i THEIR EFFORTS.
AND BROUGHT INTO THE CITY FOR DISTRIBUTION. WE HAVE ALSO i
NOTED AN INCREASE IN THE NUMBER OF LABS, CREATED FOR THE » ' ’ .
{ . . INFILTRATION OF LEGITIMATE BUSINESS IS A STANDARD M.0.
-PRODUCTION OF THESE SUBSTANCES, IN THE CHICAGO AREA IN THE A ' . » . :
1 - OF ORGANIZED CRIME., A LEGITIMATE BUSINESS ENABLES THE ORGANIZED -
LAST YEAR, :
1 " CRIME EXECUTIVE TO ACQUIRE RESPECTABILITY IN THE COMMUNITY AND
. TO ESTABLISH A LEGAL SOURCE OF FUNDS AND PAY TAXES TO AVOID
AN END RESULT AND SPIN-OFF OF THESE CRIMINAL ACTIVITIES i ‘
: _ SUSPICION OF TAX EVASION. ORGANIZED CRIME INVESTS ITS ILLEGAL
IS AN EXCESS OF LARGE QUANTITIES OF MONEY., THIS, IN TURN, RESULTS
‘ PROFITS INTO ALMOST EVERY IMAGINABLE BUSINESS, AND THEREFORE, IT
IN ORGANIZED CRIMINAL ELEMENTS MOVING INTO, AND CAUSING THE \
: | IS DIFFICULT TO DETERMINE ALL TYPES OF BUSINESSES ORGANIZED CRIME
DETERIORATION OF, TWO OF THE MAINSTAYS OF OUR SOCIETY - THE . ' . , :
~ MAY HAVE PENETRATED, ; B

INSTITUTIONS OF GOVERNMENT AND LEGITIMATE AREAS OF COMMERCE AND

INDUSTRY . , , :
CONTROL OF BUSINESS CONCERNS HAS USUALLY BEEN ACQUIRED g
: THROUGH ONE OF FOUR METHODS: (1) INVESTING CONCEALED PROFITS ;
Orr1ciAL CORRUPTION IS NECESSARY FOR ORGANIZED CRIME ~ ‘ : ;
- | ACQUIRED FROM GAMBLING AND OTHER ILLEGAL ACTIVITIES; (2) ‘
TO FLOURISH. THIS IS A REASONABLE AND SIMPLE TRUTH. AS SUCH, | . ;
. ACCEPTING BUSINESS INTERESTS IN PAYMENT OF THE OWNER'S GAMBLING J
IT MUST BE CONFRONTED. THE POTENTIAL HARM OF CORRUPTION IS ¢ . 3
: : : DEBTS; (3) FORECLOSING ON USURIOUS LOANS; AND (&) USING VARIOUS d
GREATER TODAY IF ONLY BECAUSE THE SCOPE. OF GOVERNMENT ACTIVITY R . T
. : FORMS OF EXTORTION. ;
IS GREATER., [N DIFFERENT PLACES AT DIFFERENT TIMES, ORGANIZED ' . , , :
CRIME HAS CORRUPTED POLICE OFFICIALS, PROSECUTORS, LEGISLATORS, ' - ;
: : ONCE BUSINESSES ARE CONTROLLED THEY ARE USED AS FOLLOWS:
JUDGES, REGULATORY AGENCY OFFICIALS, COUNCILMEN AND OTHER PUBLIC , ,
(1) TO CONCEAL PROFITS FROM OTHER ILLEGAL ACTIVITIES, I.E.,
OFFICIALS, WHOSE LEGITIMATE EXERCISE OF DUTIES WOULD BLOCK . '
! GAMBLING (2) THE USE OF ESTABLISHED BUSINESS CREDIT LINES TO
ORGANIZED CRIME AND WHOSE ILLEGAL EXERCISE OF DUTIES WOULD - | ~
- ; PLACE EXTENSIVE ORDERS, AND THE IMMEDIATE SALE OF THE MERCHANDISE
ENHANCE IT, [T IS IMPOSSIBLE TO DETERMINE HOW EXTENSIVE THE . ; : : , ;
, ' - : WITHOUT PAYMENTS BEING MADE, RESULTING [N BANKRUPTCY; (3) THE :
CORRUPTION OF PUBLIC OFFICIALS BY ORGANIZED CRIME HAS BEEN, BUT L, : :
q : . : REMORTGAGING AND REINSURING OF BUSINESS ESTABLISHMENTS BEYOND
'THE APPRAISED VALUE AND REPEATING ITEM #2 WITH THE SUBSEQUENT
) ‘ } ARSON OF THE PREMISES. THIS PROVIDES CASH FROM THE REMORTGAGE,
ol s
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THE MERCHANDISE SOLD AND LEAVES THE INSURANCE .
Prorit Fron MUST BE ABLE.TO READILY ADAPT AND BRING THE SKILLS AND PROCEDURES

D THE MORTGAGE HOLDER WITH THE SUBSEQUENT LEGAL
conpity 1 ESTABLISHED TO COMBAT CONSPIRATORIAL CRIME TO BEAR ON THESE NEW

ORGANIZATIONAL AND MANAGEMENT STRUCTURE OF A FOLICE DEPARTMENT

CONFRONTATION; AND (4) THE OPERATION OF THE BUSINESS, BELOW . ) -
COST, THROUGH ILLEGAL METHODS SUCH AS TAX EVASION AND THE

USE OF FORCE AND INTIMIDATION TO FORCE COMPETITQRS ouT 9F | O PARANOUINT. THPORTANCE. HOWEVER, 1§ THE BASIé
BUSINESS THUS CREATING A MONQPOLY FOR THEMSELVES. ANy MONIES B § R .

TIAL STAGES OF THIS OPERATION ARE MORE THAN .
LOST IN THE INI . ATTEMPTING TO FIGHT ORGANIZED CRIME. . 10 SIMPLY HAVE A NUMBER

ONCE THE MONOPOLY 18 ESTABLISHED.
FONPENSRTED 728 OF UNITS FUNCTIONING WITHIN A DEPARTMENT, SPECIALIZING ON

VARIOUS ASPECTS OF BOTH TRADITIONAL AND FUNCTIONAL ORGANIZED

[F A LARGE, METROPOLITAN POLICE DEPARTMENT RECOGNIZES . . L
CRIME, IS INEFFICIENT AND, ULTIMATELY INEFFECTIVE. THIS IS A

S AND NEW THRUSTS, WHAT ACTIONS SHOULD BE TAKEN TO
THESE TRERD l TRADITIONAL PIECE~MEAL APPROACH WHICH, THOUGH WINNING INDIVIDUAL

OBLEMS OF ORGANIZED CRIMINAL ACTIVITY? FIRST, . 4
COMBAT THE T BATTLES, WILL NOT WIN THE WAR. 10 PUT IT AS SIMPLY AS POSSIBLE:
THE AFOREMENTIONED TWO TRAITS OF TRADITIONAL ORGANIZED CRIME 5 . ) ] )

. - el y . &
MUST BE RECOGNIZED AND, IN FACT, ADOPTED. POLICE AGENCIES MUST! t | ’ |

e
=

THE CHICAGO PoLICE DEPARTMENT, RECOGNIZING THESE NEW
. MATCH THE INCREASED SOPHISTICATION OF
1 THRUSTS, REORGANIZED oN ApriL 15, 1980, As IN MANY DEPARTMENT, -
TRADITIONAL ORGANIZED CRIME BY DEVELOPING 3 ?
: OUR EFFORTS IN DEALING WITH THE VARIOUS ELEMENTS OF ORGANIZED 5
CRIMINAL ENDEAVOR-WERE SPREAD AMONG VARIOUS UNITS“AND DIVISIONS. ;

IN RECOGNITION OF THE DEVELOPING SOPHISTICATION OF THE MANY

EXPERTISE WITHIN THE POLICE DEPARTMENT
AND TAPPING BUSINESS, COMMUNITY AND

TECHNICAL RESOURCES.
FUNCTIONAL ORGANIZED CRIMINAL CONSPIRACIES“WITHIN OUR CITY, A

NEW ORGANIZED CRIME DIVISION WAS FORMED., THE OPERATION ELEMENTS

2, CONSTANTLY ATTENTIVE TO RECOGNIZING NEW 4
2. Be TA OF THE DEPARTMENT ENGAGED IN FIGHTING CRIMINAL GROUPS AND

AREAS THAT TRADITIONAL ORGANIZED CRIME HAS ‘ |

. ACTIVITIES WHICH WOULD FIT INTO THE BROAD DEFINITION OF ORGANIZED
TARGETED AS LUCRATIVE AND EXPLOITABLE. x
‘ CRIME WERE BROUGHT TOGETHER. INTO ONE ORGANIZATIONAL ENTITY - : &

|
!

i . .

: COMMANDED BY A CHIEF, THIS NEW DIVISION WAS' THEN APPROPRIATELY
i

U

N

ALSO, IF THE THRUST OF OTHER CRIMINAL ACTIVITIES WITHIN o

\

* DIVIDED INTO SECTIONS, UNITS AND SQUADS., THE RESULTING
ORGANIZATIONAL FRAMEWORK REFLECTS THE INITIAL BASIS FOR THE
FORMULATION OF THE DIVISION, THAT IS: SPECIALIZATION TO IMPART.

o

A JURISDICTION ARE PERCEIVED AS ASSUMING, THE ORGANIZATIONAL
SOPHISTICATIONS OF FUNCTIONAL ORGANIZED CRIME, THE POLICING AGENCY a é

e o

MAXIMUM IMPACT AGAINST ORGANIZED CRIME, WHILE MAINTAINING CENTRAL

1
SO ot v
>

e, )
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ADMINISTRATIVE CONTROL TO AVOID DUPLICATION OF EFFORTS AND
ENSURE A UNIFORMED AND COORDINATED OPERATION.

BESIDES THE GROUPING OF VARIOUS UNITS WITHxN THE
SAME DIVISION, AN ADMINISTRATIVE GROUP HAS BEEN CREATED TO
ENHANCE THE MANAGEMENT AND COORDINATION CAPABILITIES OF THE
CHier oF THE OrReANIZED CRIME DIVISION.

WITHIN THIS GROUP A NEW COMPUTER SYSTEM HAS BEEN
DESIGNED AND ESTABLISHEb; BECAUSE ORGANIZED CRIME IS
CONSPIRATORIAL AND COVERT IN NATURE, THE INVESTIGATIVE PROCESS
BECOMES TEDIOUS AND EVER EXPANDING, INTER-RELATIONSHIPS OF
PERSONS INVOLVED IN THESE CONSPIRACIES ARE COMPLEX AND DESIGNED
TO CONFUSE THE ISSUE AND INSULATE THOSE INVOLVED. EAcH
INVESTIGATION EXPLODES WITH HUNDREDS OF INFORMATIONAL TANGENTS
IRRELEVANT OF THE CASE AT HAND BUT NONETHELESS VALUABLE. DHIS
INFORMATION HAS OFTEN BEEN IRRETRIEVABLE TO THOSE CONDUCTING
FUTURE INVESTIGATIONS¢¢0R PARALLEB@INVESII%ATLON? UNBﬁKN?WNST
TC THE OTHER INVESTIGATIVE EFFORT, - e .-

IT IS HOPED THAT BY THE REVIEW, ANALYSIS AND COMPUTER-
1ZATION oﬁ THE DAILY EFFORTS OF THOSE WORKING WITHIN THE
OrGaNizep CRIME DIVISION GREATER IMPACT CAN BE ACHIEVED.

i As STATED, THE PROPER ORGANIZATION OF A POLICE AGENCY'S
EFFORTS MUST BE THE PREMISE FOR EFFECTIVELY COMBATTING
ORGANIZED CRIMINAL/ ENTERPRISES, UPON THIS WE MUST(BUILD THE
PROPER SPECIALIZATION, SOPHISTICATION AND FLEXIBILITY NECESSARY

TO IDENTIFY AND MEET THE NEW THRUSTS OF ORGANIZED CRIME.
16
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SuRROUNDING THESE ENDEAVORS MUST BE A CONSTANT
COMMITMENT TO COOPERATION WITH OTHER POLICING AGENCIES
v CONCERNED WITH COMBATTING ORGANIZED CRIME. As NOTED EARLIER,

; MODERN ORGANIZED CRIME, WHETHER TRADITIONAL OR FUNCTIONAL IN
% NATURE, TRANSCENDS CITY, STATE AND EVEN NATIONAL BOUNDARIES.,
. A CONSTANT SENSE OF COOPERATION MUST PERVADE AN AGENCY'S

EFFORTS IN COMBATTING ORGANIZED CRIME FROM THE GRASSROOTS \
OPERATIONAL LEVEL TO THE COMMITMENT OF TOP MANAGEMENT OFFICIAté.

THE NEW ORGANIZATIONAL APPROACH, IN CONJUNCTION WITH
INCREASED MANPOWER AND A WORKING POLICY OF COOPERATION HAS
SHOWN ENCOURAGING RESULTS IN THE LAST FEW YEARS,

PRIOR 7O 1980 THERE WERE 73 MASSAGE PARLORS OPERATING
IN THE C1TY oF CHIcAGO. IN FEBRUARY OF 1982, THRoUGH VieoRoUS
ENFORCEMENT AND TARGETING, THE LAST SUCH ESTABLISHMENT WAS
CLOSED OR FORCED TO LEAVE THE CITY. THERE ARE NOW NO SUCH
ESTABLISHMENTS FUNCTIONING IN THE CITY OF CHICAGO,

PG T,

THE PROBLEM WITH MESSENGER SERVICE BETTING SERVICES
OPENING ACROSS THE CITY HAS ALSO BEEN RESOLVED, WITH THE HELP
OF‘fHE [LLINOTS GENERAL AsseMBLY. In AususT oF 1982, an
AMENDMENT WAS PASSED ELIMINATING SUCH ESTABLISHMENTS. GAMBLING

HAVE BEEN TARGETED OVER THE LAST TWO YEARS, RATHER THAN

4 » PIECEMEAL ENFORCEMENT. THESE ACTIONS ARE CREATING PRESSURES
WITHIN THESE GROUPS AND HOPEFULLY WILL DRASTICALLY CURTAIL
THEIR REVENUES,

e T

OPERATIONS, REPRESENTING MAJOR TRADITIONAL ORGANIZED CRIME GROUPS -
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WE HAVE ALSO TARGETED ORGANIZED PROSTITUTION AND
PORNOGRAPHY IN SUCH A MANNER THAT IMPACT 1S AIMED AT THE
ORGANIZED CRIMINAL GROUP WHICH DERIVE THEIR PROFITS FROM SUCH
ENDEAVORS. A RECENT ARTICLE ON THE BUSINESS OF VICE ACROSS
THE COUNTRY APPEARED IN THE CHICAGO SUN-TIMESQ ENTITLED "SEX
EOR SALE.” THIS ARTICLE, WRITTEN BY Rick KoGAN, IDENTIFIED

THE C1TY oF CHICAGO AS THE CLEANEST BIG CITY IN THE COUNTRY

A JOINT fASK‘FORCE oF CHicaco PoLice OFFICERS AND
SpeciAL AGENTS oF THE FRI wAS FORMED IN JuNe oF 1980 IN AN

EFFORT TO COMBAT THE CHOP SHOP PROBLEM., THIS GROUP HAS ALREADY

SHOWN SUBSTANTIAL RESULTS, AND THEIR CURRENT EFFORTS WILL SHOW

FURTHER INROADS INTO THESE OPERATIONS.

THE COOPERATIVE: EFFORTS BETWEEN THE CHICAGO PoLICE
DEPARTMENT ORGANIZED CRIME Division AND FEDERAL AGENCIES IN
THE AREA OF NARCOTIC LAW ENFORCEMENT HAS BECOME A MODEL FOR THE

REST OF THE COUNTRY.

WorkING WITH THE DEA, U.S. CusToMs, INTERNAL REVENUE
SERVICE AND THE FEDERAL ATTORNEY'S OFFICE, A MULTITUDE OF MAJOR
INVESTIGATIONS HAVE BEEN CONCLUDED AND ARE PRESENTLY UNDERWAY
MANY OF THESE HAVE BEEN BROUGHT UNDER THE CONTINUING CRIMINAL
ENTERPRISE TITLE AND HAVE ELIMINATED ENTIRE ORGANIZATIONS. THis
MASSIVE EFFORT HAS PRODUCED RESULTS BEYOND OUR ORIGINAL EXPECTA-
TIONS AND HAS RESULTED IN A DOUBLING OF OUR COMMITMENT OF
RESOURCES TO THE NARCOTICS SECTION IN THE City’'s 1983 BuDGET.

e
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WHEN CONSIDEKING IMPEDIMENTS TO AN EFFECTIVE FIGHT
AGAINST ORGANIZED CRIME, ONE TENDS TO CREATE A LIST OF EXTREME
LENGTH,
SYSTEM AND OUR SOCIETY AS A WHOLE.
AND FORGE THE PROBLEMS INTO GENERAL AREAS OF CONCERN, HOWEVER,
[ FIND THREE MAIN AREAS WHICH HAVE TRADITIONALLY BLOCKED

THE FIGHT INVOLVES ALL ELEMENTS OF THE CRIMINAL JUSTICE
IN AN ATTEMPT TO CATEGORIZE

OUR EFFORTS TO DEVELOP PROGRAMS OF GREATER IMPACT,
ARE OF NATIONAL CONCERN, WHILE OTHERS ARE PROBLEMS EXCLUSIVE
TO LOCAL JURISDICTIONS.

 THE FIRST AREA 1S BASED ON THE TYPES OF CRIMES
ASSOCIATED WITH THESE GROUPS. THE MAJORITY OF ORGANIZED CRIME’S
ACTIVITIES ARE WHAT ARE COMMONLY KNOWN AS “VICTIMLESS” CRIMES.
THE CHIcAGO PoLIcE DEPARTMENT REJECTS THIS COMMON DESCRIPTION
OF CRIMES SUCH AS LOAN SHARKING; LABOR RACKETEERING, GAMBLING,
PROSTITUTION AND NARCOTIC TRAFFICKING AS “VICTIMLESS.” THIS Is
A SERIOUS MISNOMER. THEY ARE, IN FACT, "COMPLAINANTLESS,”
IN THAT A CITIZEN IS NOT READILY AVAILABLE TO NOTIFY THE POLICE
THAT A CRIME HAS BEEN COMMITTED. MORGUES ACROSS THIS NATION ARE
FILLED WITH MURDERED PEOPLE, SUICIDES AND OVERDOSE VICTIMS - ALL
A RESULT OF THESE ALLEGED “VICTIMLESS” CRIMES. THE CITIZENS
ARE VICTIMS MANY TIMES WITHOUT BEING AWARE OF IT. WHEN
BURGLARIES ARE COMMITTEDJ‘EMBEZiLEMENTS UNCOVERED AND INSURANCE
PREMIUMS PAID, WE ARE ALL VICTIMS. THE MYTH OF "VICTIMLESS”

CRIME, HOWEVER, PERSISTS AMONG MANY OF OUR CITIZENS,

AN EXCELLENT EXAMPLE IS THE ISSUE OF GAMBLING. A
CITIZEN CAN BUY A LOTTERY TICKET SPONSORED BY THE GOVERNMENT,

GO TO A STATE SANCTIONED RACE TRACK AND PLACE WAGERS, OR ATTEND

SOME ELEMENTS
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A LOCAL BINGO NIGHT LEGALLY. IF HE BETS WITH THE LOCAL BOOKIE
(WHO 1S POSSIBLY HIS LIFE-LONG FRIEND), HE HAS COMMITTED -A CRIME.
IT 15 DIFFICULT TO MOTIVATE THE CITIZEN TO SUPPORT

ANTI-GAMBLING LAWS AND EFFORTS UNDER THESE CIRCUMSTANCES.

WE KNOW THE NECESSITY OF ENFORCEMENT OF THESE LAWS,
WE ALSO KNOW THE RESULTANT CORRUPTION AND MISERY THAT THIS
CASH FLOW CAUSES TO OUR CITIZENS AND THE FABRIC OF OUR SOCIETY
AND INSTITUTIONS., HOWEVER, THE CITIZEN RARELY GETS UPSET OR
MOUNTS DRIVES AGAINST THE THREAT OF GAMBLING IN HIS COMMUNITY.
IT IS HERE THAT WE FIND THE STRENGTH OF ORGANIZED CRIME. . ONLY
WHEN THE CRIMINAL ELEMENT FINDS IT NECESSARY TO RESORT TO PUBLIC
VIOLENCE, DO WE FIND CITIZEN UNREST AND DEMANDS FOR ACTION,
I AM NOT STATING THAT IT IS EXCLUSIVELY THE CITIZEN'S
_ FAULT. tOWEVER, THESE SAME CITIZENS PAY FOR THEIR GOVERNMENT
THROUGH THEIR TAXES. THEIR REPRESENTATIVES AND ELECTED OFFICIALS
REFLECT THE CONCERNS OF THE POPULATION, AS THEY SHOULD. THIS
IS THE SAME CITIZENRY THAT LIVES IN A SOCIETY THAT IS JUSTIFIED
IN DEMANDING BETTER SERVICE IN COMBATTING STREET CRIMES WHICH
THREATEN THEIR HOMES AND SAFETY. THE CONCERN OF THE AVERAGE
CITIZEN FOR THE PERCEIVED “VICTIMLESS” CRIME IS NOT A MAJOR ISSUE
OF THE DAY, THEIR CONCERN IS FOUND IN THE VISIBLE RESULTS OF
ORGANIZED CRIME, WHEN THE RELATIVELY RARE VIOLENT ERUPTION IS
BROUGHT TO LIGHT. THESE ARE ONLY THE TIPS OF THE ICEBERG, THIS
MENTAL SET OF THE POPULATION IS OF MAJOR IMPORT WHEN WE CONSIDER

THE SECOND AREA OF IMPEDIMENTS,
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LocaL JURISDICTIONS WORK SOLELY WITHIN A BUDGET THAT
IS BASED ON EXACT AND CALCULABLE RESOURCES. THESE RESOURCES
ARE ULTIMATELY SUPPLIED BY THE TAX PAYERS WITHIN THEIR JURISDIC-
TIONS. WITH THE MAJOR PROBLEMS AND EXPENSES FACING LOCAL
JURISDICTIONS IN THIS DAY AND AGE, THESE RESQURCES DO NOT GO
FAR.

EVEN IF THE PUBLIC REALIZED THE GREAT IMPACT ORGANIZED
CRIME HAS ON THEIR LIVES AND COMMUNITIES, THEREBY DEMANDING THE
EXPENDITURE OF ITS LIMITED AND PRECIOUS RESOURCES IN COMBATTING
IT, WHAT CAN A LOCAL LAW ENFORCEMENT AGENCY DO ON ITS OWN? AN
EXCELLENT EXAMPLE IS THE SUCCESS CHICAGO HAS HAD IN
ELIMINATING MASSAGE PARLORS FROM WITHIN ITS BORDERS. DOES THIS
MEAN THAT ORGANIZED CRIME HAS CEASED TO DERIVE INCOME FROM THIS
ENTERPRISE? No. THEY ARE NOW ESTABLISHED IN OTHER JURISDICTIONS
IN THE GENERAL CHICAGOLAND AREA. WE HAVE HAD IMPACT WITHIN THE.
CITY, AND WE HAVE UNDOUBTEDLY REDUCED THEIR INCOME BY SHRINKING

--~THEIR~MARKEI« THEY ARE NOT; HOWEVER; OUT OF BUSINESS.

P

FINALLY, A MAJOR IMPEDIMENT TO FIGHTING ORGANIZED CRIME
IN ILLINOIS AND MANY OTHER JURISDICTIONS ACROSS THE COUNTRY, ARE
LAWS WHICH DENY AUTHORITIES THE CAPABILITY TO UTILIZE ELECTRONIC
EAVESDROPPING., I AM NOT SPEAKING OF RESTRICTIONS ON EAVESDROPPING.
I AM CONCERNED WITH THE TOTAL DENIAL OF THIS CAPABILITY, NO
MATTER HOW JUSTIFIED, AND NO MATTER WHAT SAREGUARDS OR REVIEW
PROCEDURES ARE USED,

ORGANIZED CRIME IS CONSPIRATORIAL IN NATURE, WITHOUT

WITNESSES AND READILY AVAILABLE VICTIMS. NON~CONSENSUAL

Ryt SN S
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EAVESDROPFING HAS TO BE THE MOST EFFECTIVE TOOL DENIED TO LOCAL
PreSENT ILLINOIS

LAW ENFORCEMENT IN COMBATTING ORGANIZED CRIME.
IN ORDER

LAW DEMANDS THE CONSENT OF ONE PARTY TO A CONVERSATION,
TO IMPLEMENT EAVESDROPPING PROCEDURES. THIS, OBVIOUSLY, Is NOT
POSSIBLE IN THE MAJORITY OF CASES WHERE THE TOOL COULD BE USED

AGAINST ORGANIZED CRIMINAL GROUPS, WE DO NOT RECOMMEND OUTRIGHT
REPEAL OF EAVESDROPPING LAWS, ALL WE NEED IS WELL REVIEWED AND
DOCUMENTED EXCEPTIONS TO THE PROHIBITION.

CONCURRENCE WITH STANDARD 7.5 oF THE "RePorRT OF THE TAsSK FoRCE

oN OreanIzED CRIME” oF THE NATIONAL ADVISORY COMMITTEE ON CRIMINAL
iuﬁllsE__IAﬂDAﬁns_AND_QQALa, WHICH WAS PUBLISHED IN 1676 AND STATES:

"EVERY STATE SHOULD HAVE A WIRETAP AND MICROPHONIC
SURVEILLANCE STATUTE PERMITTING THE USE OF
NON-CONSENSUAL PROCEDURES IN CASES INVOLVING
ORGANIZED CRIME AND RELATED CORRUPTION, STATES
SHOULD ALSO PROVIDE FOR VIGOROUS ENFORCEMENT OF
LAWS AGAINST THE ILLEGAL USE OF WIRETAP‘AND

MICROPHONIC SURVEILLANCE,”

THESE ARE THE BASIC IMPEDIMENTS, AS WE SEE THEM, TO A

MORE EFFECTIVE PROGRAM WITHIN OUR JURISDICTION, As A

SUBCOMMITTEE OF THE UNITED STATES SENATE, YOU ARE SEEKING INPUT

AS TO WHAT CAN BE DONE TO COMBAT ORGANIZED CRIME. BASICALLY,

I WOULD HAVE TO ANSWER SUCH A QUESTION BY URGING YOU TO GIVE
ATTENTION TO TWO AREAS, WHERE THE FEDERAL GOVERNMENT CAN ACT

IMMEDIATELY AND WHICH WOULD SHOW IMMEDIATE RESULTS.

WE ARE IN WHOLEHEARTED

s

THEY ARE:

T
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1. Tue FEDERAL AUTHORITIES MUST CONTINUE

THE EFFECTIVE STANCE THEY HAVE TAKEN IN
COORDINATING AND COOPERATING WITH LOCAL
JURISDICTIONS, FROM EDUCATION TO ACTUAL
FIELD OPERATION, THE SUPPORT AND ASSISTANCE
WITHIN THE LAST FEW YEARS HAS SHOWN

EXCELLENT RESULTS, AND HAS SERIOUSLY CRIPPLED
MANY ELEMENTS oF ORGANIZED CRIME,

THE FEDERAL GOVERNMENT MUST SUPPQORT AND
FUND LOCAL EFFORTS DIRECTED TOWARDS
ORGANIZED CRIME, locaL JURISDICTIONS SIMPLY
DO NOT"HAVE THE RESOURCES TO MOUNT AND
MAINTAIN EFFECTIVE CAMPA]GNS, WE HAvE
COMMITTED .OVER TEN MILLION DOLLARS AND 373
PEOPLE WITHIN THE DRGANIZED CRIME Division
ALONE IN 1983, We want 710 DO MORE, WE
KNOW WHERE WE CAN Do Moge, -WITH THE
SUPPORT OF FEDERAL RESOURCES, WE WILL Do
MORE, '




156

WE KNOW WHAT IS NEEDED TO EFFECTIVELY SUPPRESS

ORGANIZED CRIME., SIMPLY STATED, THE KEY ELEMENTS ARE:

1.

Ny

SUFFICIENT RESOURCES TO DIRECT AGAINST THE
MASSIVE RESOURCES OF ORGANIZED CRIME.

E%FECTIVE AND EFFICIENT MANAGEMENT OF THESE
RESOURCES, NOT JUST FROM A FIDUCIARY POINT OF
VIEW, BUT IN ALL ORGANIZATIONAL AND OPERATIONAL
ACTIVITIES.

COOPERATION AND COORDINATION WITH ALL
JURISDICTIONS JOINED IN THE FIGHT, EXPECIALLY
WITH FEDERAL AUTHORITIES WHO ARE IN THE BEST
POSITION TG IMPACT THESE GROUPS,

PUBLIC AWARENESS AND SUPPORT FOR THE FIGHT. THEY
MUST REALIZE THE THREAT BOTH TRADITIONAL AND

FUNCTIOMAL ORGANIZED CRIME POSE TO THEIR

COMMUNITIES.

We HAVE RECENTLY MADE INRGADS INTO THESE KEY ELEMENTS.

RESULTS HAVE COME FROM THESE EFFORTS AND WE KNOW THAT THE
ORGANIZATIONAL AND COOPERATIVE POLICIES HAVE BEEN ON TARGET.

_'THE CHicaco PoLice DEPARTMENT ASSUMES A POSITION OF

TOTAL COMMITMENT TO THE SUPPRESSION OF ALL FORMS OF ORGANIZED .
CRIME, WE SHALL CONTINUE OUR EFFORTS AND IMPROVE WHEREVER AND

WHENEVER POSSIBLE.

w
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PREPARED STATEMENT OF WILLIAM F. ROEMER, JR.

SPECIAL CONSULTANT ON ORGANIZED CRIME
CHICAGO CRIME COMMISSION

SECTION I

HISTORY OF ORGANIZED CRIME IN Chicago
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This statement was prepared by William F. Roemer, Jr., Special
Consultant to the Chicago Crime Commission from a variety of sources
including his personal knowledge, public records, and the files of the
Chicago Crime Commission. Mr. Roemer was a Special Agent of the FBI,
assigned to the Chicago office of the FBI for twenty-three years, the
period 1957 to 1978 having been spent on the organized crime squads
where he was the senior agent during the most of the 1970's.

The origin of what has become organized crime began in Chicago in
the World War I era when Jim Colosimo, in order to eliminate competition
for his night spots and houses ofpr&stitution,put together a very loose,
poorly disciplined group of thugs and thieves of Italian and Sicilian
extraction.

Matters continued in this way until Johnny Torrio, who had joined
Colosimo in 1910, and who had made some efforts to organize along the
lines of the Sicilian organization known as The Mafia which many of his
underlings had membership in, brought in a young New Yorker named Al
"Scarface" Capone. - Capone had done some "heavy work" for the mob in
Hew York and had a reputation there for being a resourceful, aggressive
young gunman with a future.

Torrio had éome to the conclusion that Colosimo did not realize
the potential of'what he had and was an overly cautious leader whose
lack of aggressiveness was holding back the opportuhity which Torrio and
the others had in Chicago. He, therefore, commissioned Capone to exe-
cute Colosimo which Capone did'with quick dispatch in 1920.

Torrio then sﬁcceededlto the leadership of the motley crew left
him by Colosimo, and with the aid of Capone, began to do two basic

things. PFirst, he began to enforce a tight discipline and secondly,'

PR
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enlarged the membership. Although the members of the organization
who were responsible directly to him were of Italian and Sicilian
derivation, he worked very b}osely with other groups of non-Italians
who were working in Chicagof/ Sometimes the distinctions between who
were actually members of the Torrio mob and who weré on the fringes
were sO.blurred that it amounted to the same thing,

With the advent of prohibition, Torrio and Capone, with the counsel
of their old associates in New York, were made aware of the enormous
potential for gain from bootlegging and from the speakeasies which
could be set up. .

At this point, organized crime in Chicago became big business as
it did all over the country. The membership was greatly enlarged and
although, strictly speaking, Italian or Sicilian descént was a require-
ment for a "made" member of the group, many individuals who worked on
the fringes of the organization and many who belonged to groups who made
agreements with the Torrio group to operate were not of such descent.

As a result of this history, many of the people who actually became upper
echelon leaders of oganized crime in Chicago have not been Italians or
Sicilians, a .situation which’ is almost unique in Chicago.

Things continued along during the early 1920's until Capone got greedy.
Mainly for the same reason that Torrio wanted Colosimo out of the way,
Capone, seeing even more wealth available, had an attempt made on the
life of Torrio. Although not successful in killing Torrio, it caused
Torrio to decide he had enough and he furned over the leadership of the
mob to Capone as soon as he was able to leave the hospital. .

Under Capone the Chicago mob became perhaps the most disciplined

and the most wealthy group of organized crime in the countiy.
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¢ Chicago investment while the Sands was a New York operation.
" At this point, perhaps, it might be well +o discuss the alliance Returning to the Capone era, the membership of organized crime
Capone and his successors had with greups of organized crime else-~

mushroomed during the prohibition era and almost the entire member-
where. It should be understood up front that there is no type of ship reaped tremendous profit from the various enterpri3g§ the’ mob
national organization where a leader, say in New York, can issue an

1
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participated in.
order to the leader of the Chicago group as to how he should run his

These eﬁterprises included illegal whiskey and beer, the speak-
T oo e i s GrORping of the heads of "the familiES? easies in whigh it was sold, night spots where prostitution flourished,

o
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in the major sections of the country who have formed what in effect

gambling, "juice" (the extortionate lending of money at usurious rates
is a "board of directors" of organized crime which they call "the .

which is known as "loan sharking" and "shylocking" elsewhere) and
commission." Capone, as top boss in Chicago, represented Chicago. .

§
i
f labor racketeering.
: . s s o~ 2 i "
The leaders of the five New York City families, the Buffalo family, ; : At about. the same time the prohibition amendment was repealed,
the New England family, the Pittsburgh and Philadelphia families, the Capone was convicted in Federal Court in Chicago of income tax evasion.

Detroit and the Cleveland families, have traditionally had membersh;'nL This ended his reign, as it turned out, since he was never to return
on the commission. Membership has varied from nine to twelve through- . . ' .

. to Chlcagoi .
out the years and the "commission" continues to be a highly structured, Taking over for Capone, was his top lieutenant, Frank Nitti.
tightly disciplined group to date. Nitti, known as "The Enforcer," was Capone's muscle man and the obvious

R T

Actually, the primary purpose of the "commission" is to enforce

; . choice to succeed him.
the boundaries of organized crime. Tt is the current consensus of ; k :‘ However, Nitti\;ncountered,an overwhelming problem immediately.
knowledgeable sources and informants that the Chicago family of organ- ' . The proceeds from £he prohibition related activity had been
ized crime controls all areas west of Chicago as of 1983. This would staggering. éut prohibition was over. How could organized crime
include . the . Kansas City, Milwaukee, St Louis, Denver, Los Angeles, make up the loss? In fact, there was no way they could. However,
San Diego and San Francisco {actually San Jose) areas where organized ! Nitti was very fortunate that brought into the organization had been
crime is controlled by established groups inasmuch as these groups ) ) a man named Jake "Greasy Thumb" Guzik. Guzik became, under Nitti, a
are actually subservient to the ultimate aﬁthority of the Chicago mob. mastermind who showed the mob how to invest the millions garnered from
As a matter of fact, the Chicago family hds made a substantial drive’ , prohibition and trickling in from gambling. Gambling became the life-
in recent years to solidify its hold on the West Coast and the mountain blood of the outfit, but investments in legitimate busineSﬁ?S primarily
states. Certain areas such as Las Vegas and Miami are "opén terri- through front men not only multiplied the profits but gave the mobster§
tories" where families from all over the country are allowed invest- a method by which they could evade the efforts of the government to
ments. For instance, for years The‘stardust in Las Vegas was a
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do with them what they did with Capone.
Parenthetically, it is of interest to note that Guzik, a Jew,
was the forerunﬁer of several non-Italian successors to him. Murray
“The Camel" Humphreys succeeded Guzik when Guzik died in the 1950's
and promptly enlarged the functions of this faction of organized crime
to become "the fixers" who built and maintained contacts with ppblic,
officials, law enforcement officers, labor leaders, the judiciary and
businessmen who could be influenced or controlled to provide favorable

treatment to organized crime. ASs a matter - of fact, to show how this

non—-ethnic feature progressed through the years, when Humphreys, a
Welshman, died in November, 1965, his functions were taken over by
Gus Alex, a Greek, who in turn, in the mid-1970's, was to become one

of the members of the three-man leadership team, the triumverate, in

charge of the affairs of organized crime in Chicago in the early 1970's.

Aided by the expertiée of Guzik, Nitti rebuilt organized crime in
Chicago to the point where, although obviously not producing the income
available during the Capone era, it remained a viable, tightly struc-
tured organization able to support its members.

In the early '1240's, Nitti, along with several other top leaders
of the mob in Chicago, including Paul Ricca, Louis Campagna, Ralph
Qierce and others, was indicted for the million dollar extortion of
the Hollywood movie industry through the use oﬁ labor unions controlled
by the Chicago mob along ‘the guidelines set up by Guzik, now assisted
materially by Humphreys. Shortly following the indictment,fyitti
committed suicide in 1943. B

Succeedipg Nitti was Ricca, also known as Paul I‘.'J."he Waiter"
Ricca, a very capable leader, had his own troubles since he

DeLucia.
was soon to be convicted in the Hollywood extortion case, but his
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leadership was noted for something which is very unusual in organized

crime families. Ricca had a son who was a drug addict: He, therefore,
observed first hand what drug addiction can do to society. During
his reign, he decreed that no member of Chicago organized crime can
have anything to do with narcotics traffic. Actually, His decision
vwas not strictly humanitarian, but also allowed for the fact that drug
traffic alienated the contacts set up by Guzik - Humphreys - Aléx
faction. The influence of the mob would wane, according to the Ricca
theory, if the heinous crime of narcotics was associated with them.
Accérding tg;his thought, as long as "victim~less" crimes such as
gambling werg the sole support of the mob, their contacts outside the
organization could be maintained.

Ricca continued as the‘boss even while he spent three years or
so in Federal prison after his conviction, with Anthony J. Accardo.
as his caretaker chieftain. Ricca was paroled in the late 1940's in
a scandal which engulfed thelTruman administration since he was turned
loose long before his sehtence expired.

Following Ricca as boss, and as the Chicago representative on
"the commission," was Accardo, another in the long line of capablé}
leadegs. Accardo, perhaps, has been the most capable leader in the
history of the Chicago group. With the aid of the Guzik;Humphreys
faction which was able to expand the number of contacts providing
favorable treatment to the mob, Accardo had a most successful ;ule.
The membership expanded and income flourished, primarily from the
wide open gambling then allowed by the Guzik-Humphreys contacts in
Chicago and its environs.

In 1857, Accardo had enough and handed over the reigns to éﬁm

"Mooney" Giancana. Giancana, a tough, swaggering, flamboyant murderer
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who had long served Accardo, was a natural for the spot, but it was

not long before he, and later his associates, were sorry he found

himself where he was at that particular time in the history of -«
Chicago organiéed crime. Because the Federal Government was about

to become directly involved for the first time in the investigation

of the‘day-to—day operations of organized crime in the United States. &

The seeds of Giancana's destruction wére sown in a set of cir-
cumstances set in motion in November, 1957, when scores of the top
bosses of organized crime throughout the United States were summoned
to a meeting at the home of Joséph Barbara in the small, quiet upstate
New York community of Apalachin. The meeting came to the attention of
a lone New York State Trooper. The bulk of the attendees scattered
wildly through the woods yﬁgn several troopers investigated but several
were gathered in. Giancana had been there, but was one of the suc-
cessfui escapees.,

No law enforcement agency in the country had been aware of the .
proposed meeting and none were able to satisfy the outcry which followed
as to how scores of the top leaders of organized crime were able to move
so freely around the country without the notice of authorities.

As a direct result of the Apalachin meeting, J. Edgar Hoover
initiated what was in 1957 called The Top Hoodlum Program but which
is now called The Organized Crime Program. Never before had the
FBI been involved in a strict intelligence type investigation of orx-
gaﬁized crime. Heretofore, the FBI would investigate organized crime
members if they became involved in a violation within the jurisdic-
tion of the Bureau, but not until then. ZInasmuch as the hierarchy

seldom violated Federal statutes defining Federal crimes existing in
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1957, very little was known to the FBI or any other agency about the
identities, background, associates, activity, personal habits or
even some of the residences of even the upper echelon leaders.

This quickly changed in early 1958 when Mr. Hoover ordered the
intensification of Top Hoodlum invegtigations and volumes of informa-
tion was developed by thekFBI.

Up until this time. Colosimo, Torrio, Capone, Nitti, Ricca, Accardo,
and Giancana and their underlings had more to worry about with internecine
combat rather than from law enforcement, or at least Federal law enforce-
ment.

But organized crime soon became aware in the late 1950's that a new
force must be reckoned with. In 1961 the Federal Government was givern
a series of three laws as ﬂew weapons to fight with:  Interstate Travel
in Aid.-of Racketeering, Interstate Transportation of Wagering Informatipp
and Interstate Transportation of Gambling Paraphernalia. The first -
weapon in pa;ticular proved to be a formidable one.

Giancana, an old alley fighter, decided in 1963 that the best
defense is a gdbd offense. He took unprecedented action when he
brought a civil suit against the SAC and the Chicago Office of the
FBI to obtain an injunction prohibiting the "lock step" surveillaﬁce
of him which the FBI maintained on him in the summer of 1963. He
produced movies of FBI Agent Roemer, whom he knew 'personally from
confrontations he had had previously with him. These movies, produced
in court, showed R&emer and others following Giancana. When the SAC
declined to identify thevAgent or to acknéwledge Giancana's claim as
to his identity, the SAC was found in contempt of court and fined.
Restrictions were placedon the surveillances of Giancéna by the FBI.

For example, the FBI was ordered to allow a foursome between them

1.
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and Giancana on the golf course. Although the restrictions were re-
laxed somewhat by the Appellate Court, Giancana had clearly won a
round in the battle.

But the fight was not over. 1In 1965 Giancana was subpoenaed
before the Federal Grand Jury in Chicago and asked scores of questions
based on the intensified investigation of him since 1957. Obviously .
recognizing that he could not truthfully answer these questions with-
out. exposing himself and practically all of his associates in organ-
ized crime, Giancana refused to accept an offer of immunity and then
was sentenced to a year in jail for contempt of the order of the court
to testify. » :

Giancana spent his year in jail and, convinced that’he_would
again be hauléd before the Federal Grand Jury with similar results,
he fled the United States and toured the world, headquartefingrin
Mexico until he was expelled from there in July, 1974. A lot of water
passed over the dam between his departure in 1966 and his return in '
1974 which will be discussed hereinafter, but the Giancana saga picked
up almost where it left off when Giancana was again'subpoenaed before
the'Federal Grand Jury. This time, however, justiée wag cheated when
Giancana was executed in gangland style in his residence in Oak Park,
Illinois, late on the night of. June 19, 1375. As will be explained
later, his handling, or rather his mishandling of the leadership of
the Chicago mob undoubtedly played a big part in his slaying.

To return to the days of the 18%60's, héwever, when Giancana .
voluntarily exiled himself from the qountry, his job went to Sam
"Teets" Battaglia. Now, Battaglia was a leader in themold of his

predecessors. Strong, aggressive and capable. But he did not last
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long. Taking over for Giancana in 1966, he was convicted the same
year in Federal court and sentenced to Federal prison where he was
to die. R

S5till stocked with a pool of capable leaders who had the ambition
to succeed to the mantle of Capone, the mob simply reached out for the
likes of Jackie Cerone. Cerone ruled well and his decisions were
immediately obeyed. For three years.: Then the Federal government
caught up with Cerone. He was convicted with the weapon given the
FBI, ITAR, and sent to prison. -

Now the organization had a problem. Since the FBI was injected
into the fiéht, every top‘boss was sent packing off to Federal prison.
Now it was found that the intelligent, capable leader was just smart
enough to recognize that taking over the top job was hazardous duty.
Especially when the experienced leader had been able to put away more
than enough money from the long,lucrative years he had toiled in organ-
ized crime, he was most reluctant to jeopardize the last decades of his
life when the example set by Giancana, Battaglia, and Cerone in the
immediate past three years was fresh in his mind.

But there was a man on the scene who campaigned for the job and
who was successful. This was Felix "Milwaukee Phil" Alderisie.
Alderisic, one of the worst in a long line of Chicago torpedoes, for
yvears had done the "heavy work" for the organization, the torturing,
killing, and intimidating necessary for the succesful operatidn. A
man in this position was used to getting what he wanted and since he
wanted to be boss and few who were qualified did, Alderisio got it.
ﬁowever, Mil@gukee Phil was no Accardo -~ and not even a Giancana.
For the first time, the membership became aware that policy decisions

were being made based on something other than good sense. But it
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made little difference. Because the same fate that befell +those
before him came to Alderisio. In 1970, after about a year in the
spotlight, he was convicted of bank fraud and sentenced to Federal .

prison where he died in 1971.

Now the organization was really in trouble. First, they ran. out

of brains. Now they ran out of brawn. The intelligent leaders saw <

no reason to change their minds about accepting the crown and now
even the unintelligent'leader had gotten the message.

Eventually, after the organization floundered for a while, a so-
lution of sorts was found. Accardo, who had been spending most of
his time fishing in Bimini and travelling, was prevailed to agree to
spend some time in Chicago where his experience could be available,
at least on majorpoliqymgtters if not on the day-to-day operations.
Gus Alex, the heir to the Guzik-Humphreys :line, a most intelligent
but highly nervous, cautious personwith a history of confinement in
the renown Silver Hill Sanitarium in New Caaner, Connecticut, fof de-
pression, relunctantly agreed to be available to maintain contact
with those contacts of Guzik and Humphreys and himself who still
remained. However, Alex insisted that he, like Accardo, should be
;ble'to spend the bulk of his time out of Chicago, in his éase at his
condominium in Fort Lauderdale, Florida, where helsgé%&s half his time.
But with Accardo and Alex having extracted their agreement to be part
time bosses, there was a need for an operations manager, a man with
some authority who would be available on a continuous basis. Finally,
this spot was given to Joseph "O'Brien" Aiuppa. Aiuppa is an elderly
man whose expertise heretofore had been confined to gambling and strip

joints in Cicero. It was not expected by law enforcement agents that
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Aiuppa had the potential to be an effective leader. However, he
appears to have grown in the position and at this point and time,
in 1983, some dozen years later, history has been kind to Aiuppa and
due to Eﬁe fact that he has been fortunate enough to have survived
those years it can be seen from this viewpoint that he has served

his organization creditably.

In 1978, Alex eased himself out of the leadership role and since
that time he has confined himself primarily to the role which will be
discussed hereinafter, that of the leader of thev"corruption squad"
of organized crime.

At this time, in 1976, Jackie Cerone, back from prison in 1974
and relatively inactive due to the fact that he realized that he was
a "sitting duck" for law enforcement and not desiring to be in prison
again was importgned to once again assume a leadership role. In 1978,
Cerone assumed the role of "underboss" +to Aiuppa with the feeling
that as Aiuppa, then in his eafly 70's and in ill health, would soon

step down and give the leadership reign to Cerone.

At the present time Cerone is, for all intents and puiposes, the
leader of the Chicago family of organized crime. A very strong,
aggressive and forceful underboss has been appointed to assist Cerone
in the person of Joseph Ferrzola, also known as Joe Nagall. Cerone,
now 68 years of age and with the history of reluctance to lead, is
grooming Nagall for the top job somewhere, apparently, in the mid

1980's.
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SECTION II

CURRENT STATUS AND STRUCTURE'OF ORGANIZEb CRIME IN CHICAGO '

The foregoing is not to-be taken to say that Tony Accardo and
Joseph Aiuppa are no longgi active leaders. Both, however, prefer to
keep a distance from Chicago and an insulation between themselves and
the day-to-day operations. Accardo, who spends niney percent of his
time at his Palm Springs area residence on Roadrunner Drive in Indian
Wells, California, is still called upon when matters of high pelicy
are to be determined and for this reason he still maintains a Chicago
area condo. After all, he was the best leader the Chicago mob has
-ever had and his experience goes back to the days when he was a

muscle man for Capone in the 192)'s. He is truly the elder statesman

of the mob. * -

Aiuppa likewise is trying to keep a diséance between himself and the
daily routine. Although he continues to spend a great deal of his time
at his residence in Oak Brook, a southwestern suburb of Chicago, he
spends a 1a£ge amount of his time in Palm Springs and on Bimini. There
is a body of opinion among law enforcement in Chicago that Aiuppa con-

tinues to be the boss. It is Quax best information that for all

practical purposes Cerone is, but it is clear that Aiuppa -still wields
a great deal of power and that Cerone clears the more important
decisions with him.

Another shadowy figure in a key position of leadership is Gus
Alex. Alex is another who has served his organization well and now
desires to put some distance between himself and the ordinary problems
of his group. Alex still maintains his condominium on Lake Shore Drive

in Chicago, but spends most of his time at his other condo on Galt
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Ocean Mile in Fort Lauderdale, Florida. There is really no way
the mob is going to let Alex simply fade away. His contacts
among politicians, public officials, labor leaders and members of

the judiciary are simply too valuable to waste.

Bs mentioned at the conslusion of Section I, Jackie Cerone is for all

intents and purposes the most imporéant leader of the Chicago LCN as
of the date of this heéring, March 4, 1983. He may or may not be

. représenting Chicago on "the commission." He may or may not be titular
leader. But he is what might be called the operational director of
the mob in Chicago éoday. The dav-to-day details, the ordinary prob-
lems, are decided by Cerone. And when a major problem presents itself,
such as what to do with a Dorfman or a Eto, it is Cerone who will
present the case with the pros and cons togethér with a recommendation
so that Accardo and Aiuppa can understand the magnitude of the situa-
tion and then concur or overrule his recommendation. Xnowing, however,
that Cerone is tﬁe protege of Accardoc who has been almost his insepa-
rable companion for decades arnd knowing that Cerone is a predecessor )
of Aiuppa since he was the boss prior to Aiuppa as set out in Section
of this statement, it woulg be hard to believe that Cerone would be

overruled very often, if at all.
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The Chicago capo who has been undoubtedly the most important mid
level leader in recent years has been Soe Lombardo. However, as we
meet today, Lombardo's star is fading if not faded.  For the past several
years Lombardo was responsible to the mob for two of the uppermost in-
terests: (1)The control and maintenance of their many and varied

interests in Las Vegas and the continued spread of their empire west-~

ward from Chicago, and (2) the control and maintenance of their influence

with the Teamsters and particularly their Central States Pension Fund.
Lombardo has had nothing but troubles in recent years. - In 1979,
the Chicago Office of the FBI penetrated‘the offices of Lombardo's chief
contact in relation to the Teamsters, Allen Dorfman. Dorfman‘for decades
had been the liaison between the mob in Chicago and the Teamsters Union.
In fact, it was his father, Paul "Red" Dorfman, who had initiated such
éontacts. The elder Dorfman was a pal of James Riddle Hoffa and when
Hoffa became President of the IB7 in the\late 1950's, it was "Red"
Dorfman who brought Murray Humphreys and Gus Alex to Hoffa for what was
to become a long time and close relationship between the Teamsters and
the mob, not only in Chicago but all over the country. The younger
Dorfman had a great influence on Central” States Pension loans and as

a consequence, many high risk loans were made from the fund to businesses
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and associates affiliated with the Chicago crime syndicate. It was
the responsibility of Lombardo to control and manage Dorfman and .
through Dorfman the assets of the Teamsters.

But when the FBI in Chicago penetrated Dorfman in their investi-
gation code named "Pendorf" (penetration of Derfman)they penetrated
a lot more than Dorfman. They penetrated the entire Lombardo echelon
of organized crime. For Lombardo was almost a daily visitor to the
Dorfman offices where the microphones were planted under "Title III"
(court ordered) authority. This exposed both functions of Lombardo to
almost compléte FBI scrutiny. It resulted in the recent conviction of

Lombardo, Dorfman and Roy Williams, President of the IBT. But almost

as important, it gave the FBI in Chicago a great wealth of intelligence

concerning the machinations of the Chicago La Cosa Nostra in general
and the Lombarde faction in:particular. This, presumably, will be
dealt with in greater deal in the statemeﬂt béing made to. this Com-
mittee'by the FBI.

For many years, the first function of Lombardo, the control of
Chicago mob interests in Las Vegas, has been spear-headed for him by
Tony Spilotro. Spilotro not only was the overseer of Las Vegas in-
terests but also the continuing spread of the Chicago group westward,
to California in partiéular. Spilotro came up through the ranks of
the Chicago gang just like everybody else, through the use of "heavy
work:" +the arm and the gun. He became the extension of Chicago in
Las Vegas and for years served his bosses in a satisfactory fashion.
Recently, however,; his affairs and his function have come more and
more into thé glare of the media and he lost some favor with his

superiors. Now, in February, 1983, he was arrested by the FBI in
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Las Vegas on an Unlawful Flight to Avoid Prosecution warrant, the
result primarily of testim&hy of Frank Ciullota, one of his former
lieutenants, who has implicated him in two murders in Chicago several

years ago. This arrest’ was assisted by Ray I. Shryock, Chief of the

Organized Crime Division of the Cook County State's Attorney, who

expedited the process in Chicago leading to the arrest of Spilotro in

Las Vegas, a good example of cooperation of local and federal law ‘asn=

forcement officials here.

It, therefore, is obvious that the career of Spilotro, like that

of his immediate superior, Lombardo, is in serious jeopardy at this

point in time.

Currently working under Spilotro in Las Vegas is his brother,

“John. John runs the store front which serves as a prime base of his

- brother. HAlso working for Spilotre in Las Vegas is Herbert Blitzstein;

y

a familiar figure to ﬁhicago gamblers and "juice victims" from his days
when he worked as a bookmaker and juice collector on Rush Street in

Chicago. "Juice" is a Chicago collogualism for loan sharking or shy-

locking.

Working for < ilotro, and therefore Lombardo, in the southern

Ccalifornia area, particularly in San Diego, are three other former

Chicago thugs, Chris Petti, Joey Hanson and Paulie Schiro. They are

responsible for gaining and keeping the interests of Chicago in southern

“california. * Schiro also has a residence in the Phoenix, Arizona, area
i

and represénts Chicago LCN interests there.
Working for Lombardo in Chicago has been his erstwhile bodyguard

and driver, James D'Antonio, aka Legs. There ;s some indication that

with Lombafdo out of commission and Spilotro as well, D'Antonio is
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attempting to carry on some of the functions of these two. However,
here is a classic example of where law enforcement has peen able
to seriously hamper the workings of organized crime and to put a
serious crimp in their activity. Because there is virtually no way
D'Antonio can be nearly as effective as either Lombardo or Spilotro
and certainly mnot both. This is a very clear instance where the
FBI, and to a ¢ertain extent, the Cook County State's Attorney's

Office, has achieved a wery definite and worthwhile accomplishment.

The most active capo in the Chicago LCN as of March, 1983, is

undoubtedly Joseph ferriola, better known to his associates as Joe
Nagall. For years Nagall was a top henchman of the notorious Fiore
"FLfi" Buccieri and then of James "Turk" Torello, when those two had
responsibility under Giancana for the lucrative west side of Chicago

and then,after Giancana, had complete responsibility to oversee the

prime source of income to the.Chicage group, gambling. Nagall i con-

sidered to have the most potential to become the successor to Cerone
some yeats down the line.
Nagall's top lieutenant right now is Dominic Cortina. Cortina

knows as mucn about the operation of a handbook as perhaps anyone in

the country, certainly in Chicago. His sidekick, a pal since boyhood,

Donald Angelini, aka Don Angel, is also a Nagall top kick. Ernest
"Rocky" Infelice, like many of his associates, a former burglar and

thief but in the case of Infelice one with a much.longer history of

imprisonment, ranks among the top Nagall cohorts. Louis Marino, Sal

Bastone, and Sal DelLaurentis are mid level Nagall lieutenants. Joe

Spa, “rue hame Joseph Smadavecchio, has leong been a close associate

S L

[

SR

i i

SR

N

i
i
i
|
|




176

of Nagall and worked well and long for Buccieri and -Torello. However,
his recent assignments seem to indicate he is not as highly regarded
as in the past. Joseph Grieco, Wayne Bock, John Varelli,

Arnold Garris and Americo "Pete" DePietto are also ‘highly

regarded Nagall soldiers. Bock is a former pro football player and
provides muscle for Nagall and the mob. Garris is a veteran.bookmaker
who has great expertise in this area. DePieFto has a long history of
confinement for such crimes as burglary and robbery.

Though not as productive for the Chicago LCN as fellow capos
Lombaido and Nagall, the prime money makers, another experienced
Chicago boss is Vincent Solano, President of a local of the Laborers
Union in Chicago. It was a surprise when Solano succeeded Dominick
DeBella as the capo in charge of "the north side of Chicago in the
late 1970's. Many had expected that Joseph "Caesar" Divarco,
the cocky little boss of Rush Street, Chicago's nightclub district,
would succeed to the mantle of DiBella. However, at the time, DiVarco
was under prosecution and it is felt that this was the prevailing fac-
tor in Solano's selection. Solano, for years,had been the chauffeur
and bodyguard of Ross Prio when that capo had ruled the north side.
Prio was the north side capo from the 1950's into the 1970's. DiVarco,
while sei’ving under Solano, also has capo status, something which is
very unusual, an indication the mob puts a high emphasis on its interests

on Rush Street.

Working right under Solano and DiVarco is "Big Joe" Arnold, a
long time companion of DiVarco. His interests are centered on Rush
Street. Working with them under Solano, until about 8:30 P.M. on

February 10, 1983, was Ken Eto, who ran the bolita gambling for the
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mob, a venture estimated from his records to garner some $20,000,000
annually for the Chicago LCN.

However, on February 10, 1983, Eto was shot three times in the
head at contact range by two Solanc-Divarco soldiers: Jasper Campise
and Frank Gattuso. Surprisingly, Eto survived this attack and is,
curreﬂfiy cooperating with the Chicago FBI. He has implicated at
least DiVarco and Arnold along with Campise and Gattuso in the conspira-
cy to kill him and, if fully cooperative, his revelations would be

catastrophic to the mob.

Mike Glitta is the "street boss" gf Rush. Str:et under the aegis
of DiVarco. . ;

Working under Solaﬁo in the Rogé;s Park area of the north side,
an area where gambling flourishes, afé Lenny Patrick and Len Yaras.
However, it is believed that Patrick is relatively inactive at this
time. For years from the 1940's until the mid 1970's, Patrick was
a valuable upper echelon gambling boss. At first his domain was
Lawndale, a predominately Jewish community on the west side of Chicago.
But as that neighborhood changedAand'much of his clientele moved to
the Rogers Park area, Patrick moved with them. After his imprisonment
in the early 1970's, however, Patrick seemingly has not regained his
lofty position and, although seen from time to time in activity which
indicates that be still has some mob capacity, it appear§ that Patﬁig}
is not a force to be concerned about. His spot has been taken, ironicaliy

enough, by Yaras. Yaras is the son of Patrick's long time partner, Davey Yaras
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who moved to Florida when Lawndale’ diminished as a source of revenue
to his faction. ?atrick and Yaras were so close for so many years
that it is almost as if Patrick was succeeded by his own son.

Proceeding down the line of important capos we get to Al Tocco.
Tocco is the successor to the most productive Frank LaPorte and then
of the lesser capable AL Pilotto as the capos in charge of southern
Cook County, an area headquarteredixxChicago Heigh;s and including
Will County, with Joliet as the county seat. Whereas LaPorte, in
particular, was afyighly valued capo in the Chicago scheme of things,
Tocco has not yet'ﬁade his bones in this area. The best information
indicates that since there has to be a boss in southern Cook County,
Toccolis the best of what is’ available, a rathexr poor lot. When
United States Attorney for the Northern District of Illinois, Dan Webb,
characterizes the Chicago mob as a bunch of "street punks;"_he would
place Tocco at the head of the’bunch, along with LaPietra, a capo
discussed hereinafter.

As would be expected after the description of Tocco, his crew is
a motley one. Joe Barrett, Tony Berretoni and Chris Messino are his
top lieutenants and they are a poor group compared, for instance, to
Nagall's crew. ;fi'

The remaining capo is Angelo LaPietra who controls the sogth side
of Chicago.. However, the south side of Chicago is a relativelfjun-
productive area for the Chicago LCN and for this reason, although at
least as capable as Tocco, LaPietra's seat at the table of capos is
the last one.

LaPietra succeeds Ralph Pierce who diel in July, 1975. Pierce
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was a Murray Humphreys protege and, when the south side was productive,
he had a key role in organized crime in Chicago. However, when Pierce
died of a heart attack, the priﬁe source -of income on the south side,
as on any side, was gambling and this was given to Nagall. LaPietra

has some interest in a relatively new income vroducer, chop shops,

but he shares this with Tocco. The term chop shop refers to.the chopping
up of stolen autos and the resale of the parts. This racket, taken
over by the syndicate only some dozen years or so ago, has become pro-
ductive although it has never begun to rival such traditional income

producers as gambling or "juice."

Working under LaPietra are Frank Calabrese, John Monteleone,
John Fecarotta, his brother Jimmy LaPietra and Frank "skid" Caruso,
Caruso for decades has run the gambling activity in the predominate-
ly Italian neighborhood on the near south side, in the.area which is
known as The Patch. Also soldiering for LaPietra are such familiar
names as Charles "Specs" DiCaro, Nick Montos, Vince Inserro and
Angelo Imparato. DiCaro is virtually retired. Joe Lamantia is

another active LaPietra soldier.

There are others-whose responsibilities are not clearly defined,
at least in the mind of this consultant. One would be Chuckie English,
true name Charles Inglisi. English was the top lieutenant of Giancana
during Giancana's reign as the top boss from 1957 to 1966. How%ver,
he is now aging, and although seen from time to time in the comﬁany
of some prominent LCN members, particularly at Bruno's Service Station,
a mob hangout andLheeting place on the west side, it is not clear that

he is currently active. The Pettit brothers, Joe and Larry, while
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active, seem to sometimes serve Lombardo and sometimes Nagall.
Another outfit member who deserves some mention is Frank "The
Horse" Buccieri. Buccieri is the brother of the deceased capo, Fiori
f .

"#Fifi" Buccieri. Frank was slated to take over his brother's slct
in the outfit when Fifi died. However, he 4id not have the ambition

to become a capo. He desired the easy/&ife. He, therefore, negotiated

for concessions wherein he has a cert/ //status in Chicago which gains
him the income which he needs to maintain a high life style with a

residence in Palm Springs, California, where he is able to spend most

of his time, something he would not be able to do if he was the capo

of a crew here in Chicago.
Others would be Frankie Schweihs, perhaps the leading "hit man"

of today. Schweihs, a big, tough, thug has been used extensively in

the past ten years or so for the "heavy work." He continues to be

used in this capacity, especially since Wayne Bock, mentioned above,

is seriously ill at present.

Another two individuals who should be identified axre Anthony
"Bucky"” Ortenzi and Sam Carlisi. They are the bodyguard—drivers-erran§
boys for Aiuppa. For many years it has been Ortenzi who must be con—{
tacted if another mobster wants to see Aiuppa. Dominic "Butch” Blasi
is another appointment secretary of Aiuppa, just as he was with Accardo
and Giancana for decadeé. However, he has health problems at present

which seriously hamper his availability and he is virtually retired.
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The "heavy work" of the outfit, the violence, has been handled
in recent years by several people.’ Whereas Years ago they were com-
manded by Alderisio and by Chuckie Nicoletti and all "hits" were
supervised very closely if not actually committed by this pair.
However, in recent'years this appears to be a function of the ubiquitous
Lombardo. He apparently has directly participated in some of these
himself. One of these was the shotgun killing of Richard Cain, true
name Riccardo Scalzetti, on December 20, 1973. cCain was a "made" member
of the LCN in Chicago whose function was to infiltrate law enforcement.
After a career of moderate iength in the Chicago Police Department,
Cain became the Chief Investigator of the Coock County Sheriff's Office.
After a short tenure there, ending in controversy, Cain became the
confidanye and trusted lieutenant of Giancana. After travelling exten-
sively with Giancana all over the world with a home base in Mexico,
Cain returned to the United States in the early 1970's. He attempted
to manipulate his way into the rackets assigned to capos, using his
clout with Giancana as a lever. However, since Giancana was in self
imposed exile, as detailed hereinabove, his clout was insufficiént to
protect the loose cannon which was Cain. Hence Cain's-slaying.

There is a small bddy of authority linking Lombardo to the killing
of Giancana himself. Giancana had returned to the count?y after being
expelled from Mexico in the summer of 1974. Within a year he had worn
out his welcome and he was quickly dispatched with the favorite weapon
of the mob today, a .22 caliber revolver with a silencer. Most author-

ities believe this was accomplished by Dominic "Butch" Blasi, Giancana's
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most trusted aide and his bodyguard-drivef—appointment secretary. It

is an accepted fact that Blasi was on the scene of the crime, Giancana's
home at 1147 S. Wenonah in suburban Oak Park, at or very close to the
time of the act. However, it is not the opinion of this consultant
that Blasi committed the deed.

Violence has certainly become an accepted practige in Chicago
today. It appears to be much more common and life appears to be much
more cheap than heretofore. The reasons appear to go hand\;n hand with
the content of what is to appear hereinafter in an examination of the
alliance between crime and politics. The hoodlums obviously believe
they are better protected from surveillances and from ultimate prosecu-
tion than they have been in the past. 7This certainly does not appear to
be a fact on‘'the federal level. The FBI, the U. S. Justice Department
Strike Force and the U. S. Attorney's Qffice have recorded significant
accomplishments in the very recent past. The'Pendorf.investigatiop of
the FBI and the subsequent prosecution by the Strike Force, for instance,
as described above, are accomplishments certainly equal to, and perhaps
surpassing, anything done in the past years on any level.

However, it also appears to be true that no body of law enforce-
ment in Chicago tdday has an active and frequeht surveillance function.
Whereas years ago the FBI and the Chicago Police Department, during the
period when William J. Duffy was Deputy Supe;intendent in charge of
the organized crime function, regularly surveilled most of the leaders
and many of the prominent members. It is certainly accepted by know-
ledgeable law enforcement people that surveillance for the sake of

surveillance is pointless. However, there are many selective occasions
when it is most productive and it does not appear that at present law

enforcement in Chicago is utilizing this technique except on the most
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selective of occasions.

It would seem gntirely possible that should a hit man feel that he
is the possible subject of a surveillance or that perhaps his victim
is, he is going to be much more circumspect before attempting this
assignment. Furthermore, it would appear that should the leader who
sanctions the hit feel that there is a good possibility that his meet-
ing with the capo who in turn orders the -hit might be under surveillance,
he will not open himself to a conspiracy charge by such a meeting.

This may seem to be a simplistic approach and in no way is it meant
to be the all inclusive answer to Ehe problem. It appears to have
merit, however, and is a suggestion respectfuliy forwarded.

This really addresses the problem of a lack of a solid intelligence
function applied to organized crime. Years ago, when the FBI was in~
stalling dozens of electronic surveillances in the headquarters and !
meeting places of the LCN in Chicago, the FBI literally was knowledge-
able on almost an hourly basis of the activities, of scores of the top
leaders and some prominent members of the outfit. There was a time
during this period, 1959 +o 1965, when it could be said that law en~
forcement in general and the FBI in particular was over focused on
intelligence operations in its organized crime investigations. and ‘
under emphasized in the direction of its aim toward prosecution. That
may well have been a valid criticism. Now, however, the pendulum seems
to have swung and the reverse seems to be true, at least from the .
vantage point of this consultant which admittedly is no longer from
the inside. '

In any event, whatever the reason, the Chicago mob today has a

much greater propensity toward the quick hit. Violence seems to be
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the keystone of this group; While it may be sensationalizing to
suggest that we are returning in Chicago to the era of the machine
gun andrthe pineapple, we certainly have recently receded to a level
of gunfire not seen here since Capone.

The above represents a serious attempt to identify the individu-
als and functions of the leading LCN members in Chicago as of the
date of this hearing. No attempt has been made whatsoever to identify
each and every soldier who is currently working for the Chicago mob.
It is felt that for the purposes of this hearing it is sufficient to
point out just those leaders and prominent members whose activities
make a significant impact on the citizenry of Chicago. That there are
others who represent a danger is certainly true. However, it is felt
that to dilute this narrative by an endless identification of each
and every common ordinary soldier in the Chicago LCN would diminish the
impact of those so spotlighted. However, in the event this Committee

would desire that this be done, it can be accomplished in the future.
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Accqmpanying this narrative on the current status and
structure of organized crime in Chicago as of March, 1983, is

a chart of the structure of organized crime.

This chart was prepared by William K. Lambie, Jr., an
Investigator for Neil F. Hartigan, Illinois Attorney General,
and the Chicago Crime Commission's Special Consultant on

Organized Crime, William F. Roemer, Jr.

The chart supplements the information appearing hereig in
this statement and reflects the best opinion of knowledgeable
informants in organ;zed crime apd on the fringes of organized
crime, and the best,information available from Chicago area law

enforcement agencies.
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SECTION III

ALLIANCE BETWEEN ORGANIZED CRIME AND POLITICS IN CHICAGO

The umbrella which pfotects the Chicago mob and the lynch pin

J

s b
L]
which holds it together, enabling it to function, is its alliance
Joseph Aluppa Anthony Accardo with politics.
Birthdate—12/1:07 . Birthdale—4/28/06 : ? . . . .
FBI: 951184 IR¥ 17860 FBI# 1410106 iR# D83436 4 ; Nowhere can organized crime operate effectively without the
] N : I3
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‘1 i connivance of public officials. This would include law enforcement
Anthony g : . " . . -
Spiiotro : : cfficers, legislators, judges and key public officials.
Girttugsto—:149. 38 ; R : .
e S5 1P 1214 B t : : 0
Faen 82 " ‘ : We believe that nowhere in the country has this been truer than
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= ! ¢
Jageph ; { .
irv Ko Anth 3 Dominic Biasi ) i : . . . . . . .
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i X . : . s
§ between organized crime and this City's elected officials. Some of
‘) H - . N
this story has been told, some has not. But in any case it needs to
: i § ‘
; g } % : -be recited today to alert the citizens of this City to the kinds of
; things that have gone in the past and will probably be repeated in the

8 future.
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We became aware of an association between Murray Humphreys and
John D'Arco, then the alderman and Democratic Ward Committeeman of
the First Ward of Chicago,. the ward which encompasses Chicago's
Loop ana its near south and west sides. It soon becéme apparent to
us that (1) Humﬁhreys had a long acquaintance with D'Arco and (2)
he occupied a domineering role over D'Arco.

We learned that Humphreys was upset with D'Arco because D'Arco
had influenced the Chicagq mob to back Riéhard J. Daley when Daley
ran against the incumbent Martin Kennelly for mayor of Chicago in

1955.- It was clear that the mob had little influence on Daley much

‘to its surprise..

At this time I wantvto pdint'out that Captain Joseph Morris had
been in charge of the Scotland Yard Unit of the Chicago Police Depart-
ment and Sgt. William J. Duffy had been his protege there. - However,
their unit has been disbanded in tﬁe'mid 50's. Humphreys wanted to
be sure that Morris and Duffy were not put back in charge of organized
crime investigations. Unfortunately for him, Orlandc W. Wilson was
named Superintendent of the Chicago Police Department and he soon
named Morris Deputy Superintendent in charge of a newly created Bureau
of Inspectional Services which housed the organized crime function.
Morris promptlf named Duffy the Director of the Intelligence Unit,
the unit which had the primary responsibilitylfor inﬁestigation of
the mob.

In eafly 1960, however, Humphreys and D'Arco had better luck.
Together they decided that a particular friend of theirs, a police
official who had a glorious reputation in Chicago as a hoodlum
fighter but who was actually ;n the pocket of éhe mob, should be

selected as the Commander of a Police District, a choice'assignment
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and a strategic one for the outfit. Soon after they made their de-
cision the announcement of appointment of their man was nade.

About that time I had my first confrontation with D'Arco.
Giancana, then the boss of Chicago LCN, had returned from a tﬁip he

made to Mexico. Customs officials, recognizing him, had searched him and

‘found a list of the code names of all the top hoodlums in Chicago to-

gether with a figure after each name. On the list was the name of
D'Arco. We suspected that it was a list of the number of points each
hoodlum was to get in a race track in Mexico which we knew Giancana‘
had been negotiating for. So I went to D'Arco in his office across
from City Hall and said, "Alderman, you are a public official of. the
City of Chicééo and bging public spirited I am sure that you desire
to help the FBI determine the significance of this list. Why would
your name be on such a list when all the‘otﬁers.are the top gangsters
in Chicago?" .

This raised the ire of D'Arco and he sho;tly informed me that
although he grew up in thé same neighborhood as did Giancana and most
of the other pecople named on the list, he did not have an understand-
ing of the nature of the list. When he asked me why I would come to
him with such a gquestion, I told him that the FBY had no desire to
embarrass him by asking such a question about him or anyoﬁe else.

D'Arco then became quite angry and he told me, "Roemer, the FBI

‘cannot embarrass me in this town.  You go throw your best shot. I

am too big a man in this town to be embarrassed by the FBI. As long i
as my constituants elect me nobody can embarrass me."
I was hard pressed to forget those words as the years went by.

Soon after I began to concentrate on Sam Giancana and we learned
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that John D'Arco was ndt the only First Ward official working under
the control and domination of the mob. In fact, we found something
much more sinister than that in the First wWard. We found thét an
actual "made" member of the Chicago LCN was running the First Ward

and giving orders to D'Arco. This man was under the discipline of
Giancana’and the mob and was the sub rosa director of the affairs of
the Regular Democratic Organization of the First ward. He kept a

very low profile, as ordered, and his titlé has been actually Adminis-
+rative Assistant, but from our coverage of Giancana, there was no
room for doubt that Pat ﬁarcy was the real boss of the First Ward.

Not only of the Democratic First Ward but a man who exercised the same
domineering control over the Committeeman of the Regular Republican
Organization of the First Ward, in those days Pete Granata, then a
highly placed Illinois legislator.A 0f course, Marcy is still there
today.

In fact it became so evident to us that the Regular Democratic
Organization of the First Ward was but an extension of organized crime
in Chicago that we documented our case to J. Edgar Hoover and the~
rest of the leadership of the FBI in Washington, and began work on the
First Ward itself at 100 N. LasSalle, across the .street from City Hall.
We were not surprised to f£ind that Marcy and D'Arco were merely conduits
for the orders which flowed from the mob, usually in the person then
of Giancana, to those politicians and public officials including law
enforcement officers and members of the judiéiary, who were under
their control.

Marcy, like Dick Cain, jdentified herein above, is an actual

member of the mob. Whereas Caim had been groomed from early age to
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infilt;ate law enforcement, Marcy had been groomed to infiltrate
politics. His true name is not Marcy. It-took'us a long timé to
determine his actual name, which I recall as Pasqualinb Marchone.

During our investigation we learned that Marcy was close to
a police officer assigned to the lst District of the Chicago Police
Department. A bribe had been offered through Marcy and the police
officer to a particular officer who was assigned to the lst District
Vice squad and who would not overlook violations at the bars and
strip joints then on South State Street in‘the Loop in the First Ward.
He would not accept the bribes and he kept on enforcing the law.
Marcy and the police officer actually made plans to kill the rxecal-
citrant officer.

I remember that we advised Robert F. Kennedy of this shortly
after he left this Conmittee and.became the Attorney General. He was
appalled.

Another recollection of mine about this period of time concerned
a time when a former boss of mine in the FBI, Roswell T. Spencer,
retired from the FBI and became the Chief Investigator for the Cook
County State's Attorney. He told his boss, Dan Ward, "Watch out for
John D'Arco."” Ward replied, "That's the first thing Mayor Daley told
me." ;

Marcy, being Fhe power behind the First Ward throne, frequently
met with Giancana. Not in the First Ward headquarte;s but instead “ i
the usual procedure was for Dominic “Butch" Blasi, Giancana's body- ’ %
guard~-driver-appointment secretary to pick Marcy up and tﬁke ﬁim

to the meeting place.

Marcy also had another set of bosses. These were,Humphreys,'

s

Alex and Ferraro, Giancana's underboss. The "corruptors™ as we
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called them. Alex was the mob boss of the Loop. He controlled the

gambling and the take from the night clubs and strip joints which

_existed, particularly on South State Street during the 1950's and

60's.

Humphreys during this period of time was the master fixer of
the mob.  Alex, Ferraro, Ralph Pierce and Les "Killgr Kane" Kruse
were members of his group. They were responsible to work through
Marcy and others to insure that organized crime in Chicago got favorﬁ,\
able treatment from labor leaders, businessmen, law enforcement,
public officials and members of the judiciary.

I remember one time in May of 1960 we followed Humphreys on a
trip he made to Washington, D.C. After he arrived there he made a
visit to a congressman representing a district of Illinois. When he
went in he was carrying a package. When he left an hour os so later
he was not carrying a package. ﬁe then went to the Hamilton Hotel
in Washington. There he met a congressman representing another
district of Illinois. When e went in he was carrying a package.
When he came out an hour.or so later he was not carrying a package.

It was the practice of the hoodlums not to allow anything to
expose the officials working with them. For example, Humphreys would
encourage a judge to be a "hanging judge" and to get himself a repu-
tation as a tough judge, on the side of the présecution. Then he
could do a favor for the mob and if someone criticized hig, he could
just say, "look at my record; look at my statistics. You can't just
pick out this one case."

Pat Marcy occasionally met with Gussie Alex. I remember one
time we had an informant who was being called on the carpet because

he had violated one of the mob tenets. He was called to the Normandy
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Lounge, in the same building but around the corner from the First
Ward headquarters. There he met both Marcy and Alex since his
problem involved gambling in ‘the Loop, the domain of both Marcy and
Alex.

I remember on one occasion I learned that Humphreyé criticized
Joseph Paul Glimco, the boss of Local 777, the Taxicab Drivers'

Local of the IBT, due to the fact that he had gone to one of the
judges under the influence of Marcy and requested favorable treatment.
This was a strict violation of mob protocol inasmuch as Marcy was the
individual who was designated by the mob to contact this particular
judge as well as most others. Humphreys was greatly angered over the
fact that ‘Glimco had contacted the judge himself even though .Glimco's
problem was a personal ohe and the judge was a long-time friend of
his.

The line to Marcy, and to a lesser extent to his underling,
D'Arco, from the Humphreys corruption squad was similar to the method
by which Giancana reached them. However, in this case the messenger
was Hy Godfrey, true name Hyman Gottfried. Godfrey was the righﬁ-hand
of Humphreys and to a lesser extent of Alex and Ferraro just as Blasi
was of Giancana. The procedure was very similar. However,.in this

case Marcy would be escorted to the meeting place with Humphreys,

"Alex or Ferraro by Godfrey. Frequently that site was Mike Fish's

Restaurant where Fish provided a private room on the second floor at
his dining spot on Ontario between St. Clair and Michigan. On several
occasions we observed the almost daily luncheons of the corruption
squad through the technique of a fixed surveillance. We gained the
cooperation of the tenant across the street from Fish's who allowed

us to use his premises. We could then see who entered, who climbed
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the stairs to the second floor.and who sat at the table.

Another illustration of the power of the outfit involves the
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"shown the 1i ' )
ght?"  If a juror wa
s a businessman, who mi
might they

R

had deducted from his income tax return expenses for the use of a
At the direction X
now who might
, g help that man? If the juror was a city empl
Ooyee, who

car utilized, he claimed, when he made sales calls,

of Ogilvie, we had initially investigated this situation to determine a th'
© they know who might he} .
P him? asg a matter
‘ of fact, I recall
that

whether Accardo and Cerone had extorted and/orxr intimidated in make

sales of their beer to night c¢lubs, restaurants and bars. We found
: Sunday morning duri
ing the trial, there
* Was a knock on her do
or. It

none of his numerous customers who would admit buying beer from either.

We thought we had failed in our investigation. But the clever Ogilvie was th
S the Mayor of her town '
+ Could he talk to h
er? He did and what h
e

He turned it right around.

fo"])d an interestis g ‘
pe ona e d (] A
A

If Accardo never made sales calls, then how can he deduct car expen-
Hecwever, Accardo was -able

Accardo as a IEal Nice man. If I were you I couldn- t belJ.EVe
r

every witness who
gets on that stand
and says somethin
g bad about

He indicted and convicted Accardo.

ses?
to keep intact his record of never having spent a night in jail when | A
| . ccarde.” Or words to that effect

thé conviction was overturned by the Circuit Court of Appeals in this Aft
; i er TS i s

sierrict. I w:hefconV1ctlon of Ac¢cardo in the U. S. District Court,
But what is interesting is that we knew that Murray Hymphreys ® far from beaten. Accardo's conviction was reversed

I had other contacts with John D'Arco as matters Came up eI.

had plotted the defense of Accardo as one of the functions he was mb
Temember on one occasi
ion he told me that h
1 € knew that 71 was
a member

assigned as the head of the "corruption squad."” FirsE, he tried to £ th
o e ba
_ T and a graduate of Notre Dame Law School. a1ltp
. ough I

£ind witnesses who (1) were creditable, without a history of convic-

tions or association with organized crime, and (2) those who had

not already been interviewed by us during the initial stage of the f was su th
re at with hig
investigation during which they claimed never to have been contacted i Eirst help I could make "twice ag much money the
. s i year as you make in £h "oy
by Accardo. ' { € FBI" if I were to quit th
é 2 OPen up a law office in Chicago e FBI and
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T also had contacts with pat Marcy. However, whereas D'Axco

would submit to interviews, Marcy would not. He constantly refused
+o answer any questions and routinely referred me to his attorney.
Now there came 2 time when we learned that Giancana had become
He apparently felt that D'Arco was a

disenchanted with D'Arco.
was considering ordexr-

the City council. He, therefore,

r re-election for either
f his post with Anco Insurance

liability in

'arco not to run fo

ing D of his posts in the
d and even stripping him o

First War
Company . This action was opposed, however by Humphreys ., Alex and
by Accardo. Marcy was playing poth sides by letting D'Arco think

that he was supporting him but instead telling Giancana +o replace

D'ArcO.
was the situation en-

We in the FBI also consulted about it.
hanced or worse with D'Arco aboard? Would a new face be better or
reed between ourselves that D'Arco, even with his

worse. We ag
tive tool of the syndicat

e and that it would

shortcomings was an effec
be much better if he were replaced by somebedy who would be bound
to have fewer contacts, less experience and might not have the blind
cana, Humphreys, Alex and the rest

ne to the commands of Gian
it for the right oppor-

We therefore»agreed to wa

discipli

- of organized crime.
tunity and if it presented itself to make & move enabling Giancana

to see fit to ig e considered to be the real

nore the advice of what W

tfit, Humphreys and AleX..

itical experts in the ou
We found that

pol
Soon the right opportunity presented itself.
ngit down" with D'Arco to allow p'aArco to

s known to his associlate

£ 2:00 in the afternoon

Giancana had agreed to a
"Mo" as Giancana wa

s from

plead his case.

his true name, Momo, would meet with D'Arco a

vate room at the Czech Lod

ge in North Riverside, a remote

in a pri

iy

1

7
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southwestern suburb of Chicago
Three of 7 .
us FBI agents went out to the Czech Lodge Si
did not know whi . o
ich of the several i
private dining roo
to be used for "si o
the "sit down," we split up. I spotted Buddy Jacob
an aide of D! | o
Arco who worked for Jake Guzik since the 1920° ’
1930's in i i N
the First Ward, acting as a lookout outside one of th
private rooms. . ]
I knew, therefore,that this must be th i :
SR e site of the
I brushed .
) past Jacobson, no problem because by 1962 Buddy
elderly. Alone i ] .
: in the room I spotted Giancana and D'Arco hunched
owards each other ov ]
er a small table, obvi
. iousl d
serious conversation. oo et
"Ho, ho, h i
’ , ho, it's Mo," I shouted. Giancana recognized
many confr i o
ontations and glared. I turned to D'Arco Thinki .
myself, I wond i . E
’ er who might be embarrassed now, I put out my hand
said, "Hello, J k -
, John." D'Arco, apparently with the reflex acti £
- on o
politician, returned my handshake and smiled )
Giancana i itti .
, , still sitting, struck out under the table and kick
D'Arco. "This i o
is is Roemer, you (obscene)," he shouted to D'A ‘
D'Arco turned i g
] = ashen, quickly disengaged his hand and sat d
e locked a o
t me and he loocked at Mo. And back to each of
I think then he reali o
1 alized for the fi i ‘
rst time that perh i
- . perhaps, in fact
e FBI did have the ability to embarrass him '
The next day i 1 .
’ y it was announced that D'Arco had suffered a h t
attack and w i .
; as taken to a hospital. He then announced that he
not run for re-election as alderman .
However, it t
’ urned out to be a pyrrhic victory for us and for

i g . » i r
ClllCE [0} U 1 tima tel y r 1 t was dEC:Lded that D'Arco althOL‘lgh h.e wou
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give up his seat on the City Council, would retain his interest

in Arco Insurance and his post as Democratic Ward Committeeman.

This being an elective post, he would have to run for election but %
that was the least of his. concerns.

As a result, John D'Arco is still with us today.

Many machinations took place before a successor tc the alder-
man's post was elected in the First Ward. But/first Giancana chose
his nephew, Anthony "Busy Busy" DaTolve.

When it turned out on the eve of the election that DeTolve was
a bumbling idiot, Giancana told him to get lost and replaced him as
a write~in candidate with a personable, capable attorney named Michael
Fio Rito. However, we knew that Fio Rito was a suburbanite and not
eligible for election in the First Ward of Chicago. Dick Ogilvie
and his men conducted an investigation showing that Fia Rito could
not have been living at a Loop area hotel as he claimed.

I met with the intélligent Fio Rito and explained to him the
many problems ahead for him which included the investigation of
his apparent fraud in his residency and the fact that he would have
to live under the domination of Pat Marcy, Sam Giangana, Murfay
Humphreys, Gussie Alex et al.

I could not properly explain this in a first meet with Fio Rito
because he came accompanied by a close ally of Marcy, but in a second
secret meeting I believe I got my point across to Fio Rito.

Ultimately, Fio Rito announced that he was resigning his newly
won alderman seat.

Now the First Ward and the outfit were doubly embarrassed.

First, they had to replace their candidate 5ust days before the elec- &

tion, after the ballots had already been printed. Then, after their
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candidate prevailed, he withdrew.

The next in the. line of First Ward aldermen was Donald Parrillo.
Parrillo was the son of a former Republican official from the
west side. Parrillo served on the City Council for several years,
as I recall, and then he was replaced by Fred Roti. Roti is the son
of Bruno Roti who was before my time. ﬁut as I undexrstand, Bruno
Roti had a very important leadership position in the LCN in Chicago,
on the near south side, probably under Frank Nitti in the 1930's.

By the time Roti was selected, our surveillance was less intense.
However, as the years went by we continued to develop information
indicating to us that Pat Marcy continued to call the shots which his
superiors in the mob commnanded and that he continuged to be the conduit
through which the orders from the leadership of organized crime passed
to those politicians and public officials who were under the control
of the Chicago LCN.

Informants continued to advise through the years that D'Arco
and Roti wexe the: front men for Marcy and for the mob. They continued
to have the same success, or lack thereof, with Mayor Daley and the
same general type of success with Michael Bilandic when Bilandic
succeeded Daley in the mid 1970's. By this I mean that Mayor Bilandic
treated the First Ward at arms length and did not accede to their
every Qish although he did not take any action to expose or curtail

the First Ward in their dealings with other public officials.

I left the Chicago office of the FBI and ordganized crime inves~

tigations in Chicago in May of 1978 afper I obtained a transfer to

the Tucson office of the FBI where the FBI there was initiating the

investigation of Joe Bonnano, the last remaining charter member of
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7 .
the Commission when it was founded ip‘1931.' Following the successful
prosecution of Bonnano, I retired iﬁfMarch, 1980.

However, I did not retire from organized crime investigations.
I opened my own investigative consulting agency in Tucson and I
have returned some fifteen times to Chicago during the past three

years, working as a private investigator on behalf of clients who

have reguested organized crime type investigations. And during these

past three years I have built and maintained my organized crime con-

tacts. I have spent the past month in Chicago as Special Consultdnt

on Organized Crime for the Chicago Crime Comm

3,
ment to update myself, through my sources, o the current status of

ission with the—=assign-

organized crime here with particular emphasis on the tie~in between

the mob and politics.
It would be overstatement to say that I am appalled but it would

conversely be understatement to say that I am merely surprised to
find that the Chicago mob seems to be better entrenched and more

active and more powerful than they were in years past.
T have heard Dan Webb, the U. S. Attorney, say recently that he

considers the mobsters just a "bunch of street punks." I agree with

him to some extent. If he means that the average rank and file soldier

is just a punk, I have no argument. I agree. They are the dregs of

society. -
However, if Dan is talking about Accardo: and Cerone, for instance,

I would respectfully disagree. I have met frequently with tkem, par-

ticularly Cerone. I know neither has a Harvard or Yale education,

but they are wise, street wise.
Jackie is an avid reader of best sellers. &Even though'hé

suffered a heart attack some time ago, he is apparently fully recovered
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and keeps himself in top condition at the age of 68 by working out
daily. He is a strong force to be reckoned with, both mentally and
physically. A worthy foe for any law enforcement officer. Accardo
the same. This man has been a force in the Chicago LCN foﬁ some
seven decades! He is the most respected boss the outfit here ever

had. How can é man like that be underestimated? Aiuppa is mot in

the same class in my opinién with Accardo and Cerone, and from my.

brief encounters with him I would say he would know that. But he has
his own qualities and anybody who has survived some dozen years as

the top boss here has to have the experience, knowledéé and contacts

to be a worthy adversary of law enforcement.,

The heir - apparent, Joe Ferriola, aka Nagall, is from the same
mold. This man is also a force and so is(Donald Angelini whom I've
talked to on mahy occasions. Another definite force. - I have the
same feeling about Dominic Cortina. .

Therefore, at least as far as the leadership is concerned, I
would not want to be gquilty of any underestimation.

Turningvto a discussion of the political arm of themob, the same
things I say about Cerone, Accardo et al can be said about Pat Marcy.
The man is probably 70 now. Chicaéo crime and politics have been
his life. I would venture to say that he might beAthe most knowledge-
able politician in Chicago today. The Mayor, the Chairman of the
County Board, the Party Chairman are all far less experienced in terms
of years spent on the political scene in Chicago. (Or more precise-\/.
ly behind the political scene in Chicago.)

- Having said that, let me address the current politican situation

in Chicago today as it pertains to infiltration by the outfit.
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My sources in the mob, in politics and in law enforcement tell
me that at no time has the "First Ward" been so close to the power
in Chicago. By the "FPirst Ward" they indicate Marcy, D'Arco and
Roti. What we are really talking about when we refer to the First
Ward in this context 'is organized crime. Any Chicago administration
which fails to recognize the place organized crime plays in the First
Ward is at least naive if nbt-worse.

As I near the conclusion of this statement to this Committee, I
would like to pick a somewhat recent example of what I haﬁg been
trying to say concerning the obvious current power of the LCN in
Chicago. ,

Keep in mind that way back in 1959, when this Committee was4
sitting with similar hearings on éhe mob in Chicago, Murray Humphreys,
then the master fixer of the mob, told John D'Arco, then and now
the figurehead out front in the First Ward, his miﬁimum desire.” He
told D'Arco that under no circumstances did he want Joe Morris or
Bill Duffy put back in any position of power to investigate organized
crime in the Chicago Police Department. ,

Talk about going full circle. Nothing changes in Chicago.

In 1980, Joseph DiLeoﬁardi was the Superintendent.of Police in
Chicago. Mayor Jané Byrne was the Mayor. According to guotes
attributed to DiLeonardi, in the public press at the time, ﬁe was
approached in his office by two of Mayor Byrne's top aides, William
Griffin’and Michael Brady. Griffin was to become Deputy Mayorfand
was Mayor Byrne's recent campaign manager. According to Dileonardi,
these top aides told DiLeonardi that she ﬁanted Bill Duffy "chased:“
demoted out of his position as Deputy Superintendent of the Bureau

of Inspectional Services where he had the ultiméte responsibility
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for investigation of the organized crime.

DiLeonardi states that when he asked Griffin and Brady why
Mayor Byrne wanted Duffy replaced, Griffin and Brady replied that it
was at the behest of John D'Arco!

DiLeonardi refused to "chase" Duffy. Two weeks 1ater he was de-

moted by Mayor Byrne. Shortly after a new superintendent was appointed.

Deputy Superintendent Duffy was demoted to a watch commander in a far
north side district where he remains today, far from the fight against
organized crime.

It will be interesting to see how the election of a new mayor

_ and the concomitant new administration will affect the outfit. 1In

analyzing their situation, attention could be invited to the fact
that they have existed with some eight or nine Chicago mayors since
Colosimo. Under some such as "Big Bill" Thompson and Jane Byrne
they have thrived. Under some 'such ‘as Tony Cermak they have been
hard hit. Under some such as Kennelly and Daley they were treated
with a benign neglect. And yet as of the date of this hearing they

are strong as ever.
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PREPARED STATEMENT OF DONALD J. WHEELER

. SPECIAL AGENT-IN-CHARGE
CHICAGO OFFICE .
ORGANTZED CRIME AND RACKETEERING SECTION
INSPECTOR GENERAL'S OFFICE
DEPARTMENT OF LABOR
BEFORE THE \
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS
CHICAGO, ILLINOIS

MARCH 4, 1983

Mr. Chairman - I appreciate very much the opportunity
to appear before you today and share with you and the other
members of thé Cémmittee the Department of Labor's asseés-
ment of organized crime's influence, QOmination and control
over certain elements of the labor movement in Chicago.

My name is Donald J. Wheelér. I am the Special
Agent-in;Charge of the Chicago Office of the Organized
Crime and Racketeering- section of the U.S. Department of
Labor. This agency is charged witﬂ the responsibility of
coﬁducting criminal investigqtioqs of labor racketeering,

particularly in unions and pension and welfare benefit

plans believed to be infiltrated by traditional organized

am

ax

Ty R T A T A 53
e ”W'W

S
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crime groups such as the Chicago syndicate led by

Joey Ailuppa. Investigatiéns conducted by this cffice are
done in participation with the Chicago Strike Force, and
when appropriate, the U.S. Attorney's Office, in support
of the Federial Government's'overall efforts to combat
organized érime. . .

&orruption and orgahized crime influence ;nd4control
in the labor movement in Cbica96 was dramatically exposed
and detailed in heérinés béfore the Senate Select Committee
on Improper Activities in the Labor Management Field
chaired by Senator John McClellan of Arkansas between 1957 .
and 1959. Those proceedings disclosed a record of corrup-
tion and oppreésion within many of the largest .and most
signiffcént unions of this éity sy organized criminals and
racketéers.’ The reédrd'developed in the three years of
inyestigatiéns and'hearings‘by‘the Committee is replete
with evldence»of,th;éats, violence, bribery, embezzlement,
extortion and kickbacks in‘ the operaﬁion of many of our . . }
labeor organizations, penzion funds, and welfare benefit
plans. ”Hearings and testimony before this Committeé in the 3 -
past three years indicate.that:there has been little change

in the past twenty. In fact, evidence presented to the
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racketeering is on the increase in some areas of this
country.

Mr. Chairman - with regard to the Chlcago area, based
on the work of this office over the past three years, and
joint efforts and coordination with other law enforcement
components:with responsibility for conducting organized
crime investigations, and review of both current informa-
tion and the historical record, I can only echo the state-
ments of others who have appeared before this Commitf:ee in
recent years. Moe rackereerS'continue to dominate a large
number of labor organizations in this city.‘ At a minimum,
union corruption is at least as bad as it was during the °
period of the McClellan Committee hearings. 1If anything,
racketeers have become more deeply entrehehéd,in the unions
they have penetrated, and more sophisticated in their
methods. The passage of time has permitted them to tighten
their grip over unions they have infiltrated. The passage
of time has permitted them to solidify their positions of
power within the labor unions they captivate, and use these
posiéions to provide themselves with the ap?earance of
legitimacy and respectability within the community. . The
passage of time has permittea them to effectively insulate
themseives from the crimes’they commit, and from the,crimes

they direct. others to commit. The effect of all these
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conditions is a nmembership w1th1n these captlve unions that
is unlikely to Jeopardlze their pPersonal safety and indi-
vidual jobs by rising up against organized crime influence
and contrel of their unions. It is clear that the union
election process alone is ot sufficient to rid these
unions of the organlzed crime elements that prey upon them.
The infiltration of labor unions and the -emergence of
labor racketeering in Chicago can be traced to the Capone
era of the 1920's and 1930°'s. Labor racketeer{ng is one of
the foundations upon which the great strength, wealth, and
endurance of .the "outfit" was built. The term QOutfit" is
commonly used in Chicago to descrlbe the organized crime
syndlcate or La Cosa Nostra (LCN). Labor racketeering -
remains’ one of their principal and most lucretive activi-
ties today. It is a particular sPecialty of the Chicago
"outfit", one for which they have been recognized ey other
organized crime families,  law enforcement, and the media.
It is an expertise and a specialty which they export and
make evailable to their LCN Associates in control of labor
unions elsewhere in this country. The Chicago outfit's
control of certain labor unions has facilitated their
efforts to infiltrate legitimate business. Certain labor
unions in this city have served the mob weli over fifty

years as hiring halls and by providing employment fronts

T TR it cpore s g

R T NS

S




208

and legitimate income fof themselves, their relatives, aﬁd
associates.

The iﬁportanqe of labor unions to the Chicago outfit
and the depths to which they are used and controlled is
easily demonstrated in the links of some members of the mob

hierarchy to certain labor unions in this city. According

toc published reports Anthény Accardo, currently believed.

consigliere of the Chicago outfit, was recently identified by
a government witness as the absolufe ruler of the Laborers
Internation;} Union of North America (LIUNA). Two of five
"street bbéses" in Chicago under Jackie Cerone, underboss,
hold significant positions in Labq;ers'qlocal unions,

Alfred Pilotto, until recently the President of Laborers
Local 5}'has been identified publiclyvas the:boss of the
mob's south group based in Chicago Heights., Pilotto was
recently sentenced to twenty yeais imprisonment for his

conviction in Miafmi in connection with a two million dollar

- kickback scheme involving laborers union welfare benefit

plans. (Accardc w§§'also indicted in that case along with
Laborers' President Angelo Fosco. Both were acquitted of
all chargés,) Vincent Solano, preéident of Laborers Local
Union 1 in Chicago is identified as the North Side boss in
control of gambling, loansharking and vice~activities,

Together Pilotto and Sclano are said to give orders to
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Laborers International Union President Angelo Fosco who has

been described in press reports as a "tool of the crime

syndicate.” Further gstablishing the link between Anthony

Accardo and labor unions in this city is Ernest Kumerow.

Rumerow, the son-in-law of Accardo, is the president of the

five thousand member Laborersgnécal 1001 representing
employees of the City of Chicago. He is the president of
the Laborers District Council of Chicago that represents
approximately twenty-one local ‘unions with an estimated
membership of forty thousand. Vincent Solano is said to
ha&e been gambling figure Ken Eto's immediate boss and
reportedly is under inves?igatién'in connection with the
attempt on Eto's life.

_Adthony Accardo is linked to the International
Brotherhood of Teamsters (IBT) through Domenic J. Senese,
president of Teamsters Local 703 in Chicago. Published
reports have identified Senese as related by marriage to
Accardo. Senese has been identified as & close associate
of organized crime figure Joey Glimco, president of
Teamsters Local 777 who appeared before the McClellan
Committee in 1959 and pleaded the fifth amendment one
hundred and fifty-two times. Senese also appeared before

the same Committee and has been described in the press as

19-608 O - 83 - 15
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"former Fulton Street poultry market labor slugger" and as
a "muscleman for Glimco.”

The mést.r&cent and clearest evidence of the Chicago
syndicate's extensive infiltration and control of the
International Brotherhood of Teamsters and its affiliated
pension and welfare benefit plans has come of of the recent
trial of Roy Lee Williams, Allen Dorfman, and
Joseph Lombardo. That trial, resulting in the conviction
of all defendaznts, for a scheme to defraud the Central
States Pension Fuqd and for bribery of a U.S. Jenator,
along with thé'hearings leading up to their sentencing,.
have disclosed much information and-evidence of the Chicago
outfit's control and manipulati;n of the Teamsters through
Allen Dorfman and Roy Lée williams. Outfit control of
these two men reportedly was facilitated through organized
crime figure Joseph Lombardo of Chicagq and Ransas City

boss Nick Civella respectively. Incidentally, it is

significant to note that despite his tecent'conyiction, and -

while hearings were taking place concerning'sentencing;
Williams was re-elected‘ﬁy his fellow union officials to a
new term as the president of the Policy Committee of the
Central Conference of Teamsters. Some would suggest that
this is an excelleﬁt example of the historical inability of

the rank and file members and the unwillingness of &their
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elected leadership to deal swiftly‘and responsibly in
removing corfupéion in their’union. — -

Lombardo, another "street boss® under Cerone and
answering directly to Joey Aiuppa, has been iQentified as
the "overseer"” of.labof racketeéring £or the Chicago mob.
In addition to his documented association with the
Teaﬁsters, L;mbardo rgpcrtedly frequents the offices of
Laborers Local 1 run; by Vigcent Solano. f

Joseph Aiuppa{fthe “aperaéing boss“ of the Chicago
syndicate to whom Solano, Pilotto, and Lomba;do report, is
believed to exercise-particular intéfest in, and responsi-
bility over, the outfit's involvement in labor unions. It
was Aiuppa to whom the ﬁotel Restaurant Employeees and
Bartenders International Unién (HREU) issued a charter
establishing Local Union 450 in Berwyn, Illinois. It was

Local Union 450 whére HREU .International Union President

Edward Hanley began his union career as a busiress agent.

It was Hanley who after becbming International Union
president in 1973 re—appointed reppted Chicago mob figure
John Lardino to a position with the International Union.

It was Lardino whémresigned his union position just several
hours beforé appearing in front of the McClellan Committee
in the late 1950's, where he took the fifth amendment sixty

times. It is Hanley who is related by marriage Fo
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Prank Calabrese, another reputed Chicago mob figure. And
it is Hanley who reportedly is close with sidney R.
Korshak, a prominent Los Angeles labor attorney formerly of
Chicago, who allegedly is anAimportant link between
organizerd crime gnd legitimate business.

Mr. Chairman‘— it is estimated that within the Jjuris-—
diction of the Chicago Strike Force there are approximately '
eighty-five labor organizations affiliated with twenty
separate international, national, or independent parent
wnions- that are suspected of 5eing associated with, iﬁflu—
enced, or controlied by organized crime and racketeering
elemenﬁs.‘ Associated with these organizations are in
excess of forty pension or welfare benefit plans with
combined assets in the billions of dollars. °Of these
suspected mob linked affiliates, it is es;imated that
approximately eight are associated with the HREU, sixteen _
wiéh the LIUNA, and twenty-five with the IBT. These
estimates are based on past investigative findings, infor-
mation compiled by investigative agencies and bodies,
including this Committee, confidential sources, union
members, victimized employers, and the media.

As has been suggested, the dominatioﬁ and influence
exerc@sed by the LCN on organized labor in. the Chicago area

is believed to be primarily centered in the International

F,

5

L TN

-

213

Brothgrhdbd of Teamsters, Laborers International Union of
North America and the Hotel Restaurant Employees Union.
Accordingly, these are the unions of primary investigative
concern to this office. Examples of the type of cases we
have devoted resources to include the following:

1. 'Investigation of a Eaboreés 1oca1vunion official
associated with organized cripe figure Alfred
Pilottoxwho vas suspecﬁed of soliciting and |
receiving illegal payments from construction
contractors operating in the City of Chicago and

:Cook County. The ability to exact paymehts from
- other contractors was believed to beée facilitated
through a construction company wholly owned by
this union official. Employees of this company
are members of the local union of which the
. subject.individﬁal is the bhief Executive

’

Officer., The company owned by him was partially

" capitalized by a loan from another company that -

had ‘been linked to organized crime. It was
‘believed that the company was successful at
obtaining contracts with various local goée:n-
-ment agencles and taxing authorities through
political connec¢tions, clout of the Laborers.

Union in this &area, and the obvious advantage it
Al
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has through its common link with the union that
represents its employees. ,
investigation of a Teamster local union official

and reputea LCN figure who represents members

" employed in the wholesale food distribution

industry. This ingividual was believed to share
hidden interests with other syndicate figures in
trucking, warehousing and. other entities employ-
ing members of his union. Through the union, he
was believgd~to contral a particular area of. the

industry. Focus of_ the-investigation was on the

subjects' believed hidden interests and sus-

pected receipt of unlawful payments from

: employers and| truck drivers through extortion

and. solicitation of bribes in return for sweet~
heart contracts and favoreé treatmentof .
Investigation of a Hotel Restaurant Employees
and Bartenders International union officer fof
soliciting and receiving loans and indirect
payments believed to exceed $300,000 from a
Chicago individual having large financial
interests in businesses that-either employed

members of the union or whose employees would be

admitted to membership in the union.
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- 4. Investigation of a Teamster pehsion fund mort-~
gage. loan exceeding a million dollars in which
the loan proceeds were apparently used for other
than the stated purpose. The recipient of the
loan was believed to-have had hiddeﬂ partners in
the business venture that were either organized
crime figures or associates. The loan recipient
was also believed to Ha&e linké with deceased

*organized crime associate Allen Dorfman as well
as Teamster officials through cémmoﬁ financial
interest in an unrelated compahy.'

Mz. Chairman - while these cases did not;result in
indictment, they are cited here today for two'reasons;
They aré'representative‘of‘the very complex and difficult
crimes presented in. labor investigations; and are an
examéle of cases being actively pursued by.this'agencfl‘
Second, tpey demonstrate and underscore the exhreme diffi-
culty of-law enforcement in rooting out these crimes, ‘
bringing them to the surface, and gathering sufficient
evidence~for successful.p:osecution. Thé labor racketeer-
ing problem in Chicago is pervasive and of long‘durattoﬁ.
Despite the dramatic successes of a few'cases over the
years, thg problem remaih; an enormous one which the

government has barely begun to tackle... I am unaware of any
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continuously successful effort by any agency over the years
to address systematically and on a sustained level what can
only be described as entrenched corruption of certain labor
unions in this city. These remarks are not intenhded to be
critical but are only meant to demonstrate the extreme’
difficqlﬂy of enforcement in this area and our awareness of
the need to effectively address them.

" These types of cases can only be made if the respon-
sible agencies commit themselves to maintaining labor
investigationé és a high priority. Thié commitment must be
expressed in the assignment of the most experienced and
skilled investigators and-prosecutors in sufficient
numbers to work together uninteruptedly as a team from the

‘ very day ‘an investigation begins; All responsible agencies
must be able to bring to bear-on this problem the tools and

resources commonly available to modern law enforcement and

criminal investigation. '
The approach used in investigations conducted by this

agency is a pro-active one in which the office identifies
targets and sets priorities aimed at achieving the greatest
impact on what is determined to be the most serious threat

of organzed crime/labor racketeering in the area. Investi-

gations are initiated with the concurrence of the Strike

Force Chiéf and in participation with assigned members of
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his sgtaff. Agents‘assigned to the investigatiOns afe
dire?ted and eéncouraged to work with Special attorneys from
the outside utilizing a combined investigator/prosecutor
team approach. |

In closing Mr. Chairman - it is important to emphasize
thaf the yast majority of lqbor unions, pension funds, ang
welfare benefit Plans in Chicago and Illinoisg are'honéstly
run by officers, trustees, and employees that go agout tge
business of representing their ﬁembers and advancing the

welfare of the American People in a lawful manner. My

re 3 '
marks today are reserved for the very few who have and "

contis )
ntinue to do so.much harm to the rank and file members ofA

the labor movement, the business community, and the eco
nomic well being of this coﬁntry;
This completes my prepared statement Mr, Chairman
T ‘ . . ;7, . :
hank you very much for thisg opportunity to appéar before

you.
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" PREPARED STATEMENT OF WILLIAM J. OLIVANTI

_SPECIAL AGENT IN CHARGE
CHICAGO FIELD DIVISION

DRUG ENFORCEMENT ADMINISTRATION
U.S. DEPARTMENT OF JUSTICE

Chairman Roth and members of the Subcommittee: ¥

I am pleased to submit for the record an overview of Chicago

traditional organized crime as it relates to narcotics

trafficking.

For at least the past two decades, certain elements of Organized

Crime in Chicago have been involved in the trafficking and
distribution of narcotics. However, Organized Crime in its

populariy conceived image did not control narcoties trafficking,

which was; and still is, in the hands of vagious ethnic groups
™ N §
normally identified with the type of drugs traff;ckeq. For

example, the traffickigg of browq heroin has been controlled by

Mexican violators-and white heroin by yarious ethnic groups.

Dating back to the 1960's, Syndicate involvement was primarily in

the area of importation of white heroin through well-established

distribution networks between the United States and Europe,

principally Italy and France.

From thisiperiod to the present, the actual sale of narcotics,

again primarily white heroin, involving the Syndicate was

*éccomplished by fringe associlates, but was not a policy of

the upper echelon Syndicate members. It would be fair to say

" the financing of narcotics through extortionate credit 1loans.

i
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that in some cases tacit approval was give; for the sale of
narcotics by upper echelon members, but no apparent concerted
effort was made by the Syndicate to either control narcotics
sales or to involve itself in the purchase of large quantities of

narcotics for sale and distribution,

Recent investigations have revealed that Syndicate figures are

(Fiae

involved in the financing of narcotics through the issuing of .
extortionate loans, commonly referred to as "julce loans.”
Another ploy used by the Syndicate to realize profits from

"

narcotics sales is the "area tax,'

il
'

through which upper echelon T

Syndicate members recelve paymgnt for the right to sell narcotics

in a specific area; however, this is an indirect connection to

narcotics sales, affecﬁing only those fringe elements previously

discussed, In effect, the sale of narcotics by certain Uf
in@éviduals under this system would be finageially beneficial to k;
tH; Syndicate in the saﬁe way as other illegal activities like E

gambling, prostitution, and extortionate credit,

The following overview outlines Organized Crime involvement in

drug trafficking and highlights investigations involving

Organized Crime figures. In addition, the financing of drug-
purchases and Syndicate involvement iIn the area-tax is.

addressed.

NARCOTICS AND EXTORTIONATE CREDIT LOANS (JUICE) - b

Commencing in August, 1980, DEA initlated an extensive probe to ‘j:

determine Organized Crime's (Chicago Syndicate) involvement in

This was initiated through an undercover probe. Since-that time, |

N
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selested approaches have been made,; and in each instance, the

facts as noted below are still considered current and represent

the Chicago Syndicate's policy toward furnishing loans for

o

narcotics,

In every instance, the individual contacted showed no hesitation

in discussing a "juice" loan even when the word narcotics or

various colloquial expressions such as "dope," stuff,” etc. were

used in reply to "what's the loan for?" It was made clear that

thére would be "extra points" added to the loan since it was to

be used for narcotics. As in a loan through a bank, the borrower

was required to furnish a home address and a list of his/her
closest relative such as a mother or father so as often repeated,

"somebo&y we can contact in case there's problems,”

It was found that if the money was to be used to establish or

refinance a narcotic organization then the understanding was the

same as any extortionate credit loan. Payment is made on the

interest onlywand usuaily on a weekly basis. The Syndicate makes

the decision as to when the principal can be paid off. On the

other hand, 1f it is a "one time loan,” for example, 2 load of

narcotics, then the loan can be paid off at once, usually in a

week's time.

Summary

Contacts showed there was no hesitation in discussing a loan for

narcotics. In fact, in one instance when a mid-level Chicago

Syndicate figure was approached, he demonstrated current

knowledge of cocailne prices in Chicago in comparison to Florida.

¥
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He further advised the Undercover Agent that a loan could be

obtained for $100,000 and that the money would come out of

“"Cicero:"

Information céntinues to be received, practically oﬂ a routine
basis, from Cooperating Individuals. and convicted narcotic
traffickers that all narcotic organizations are expécted to pay
an "area tax" which evenfually goes to the'individual streeﬁ
bosses. An example of this occurred when the‘late Butch .
PETROCELLI apprqachéd Frank PEDOTE and advised ﬁim that the word
on the street was that he (PEDOTE) waé big in narcotics. PEDOTE
took this to mean that he would be expecked to péy a "tax"“if he

wanted to keep selling heroin in Chicago.

4
A=

P

REPRESENTATIVE CASES

0

Tradi%ional Organized Crime and spécifically thekChicago
Syndicate were quick to realize the profit potential in heroin
'and.w§re in an excellediiggéition to obtain a reliable supply
through their New York® City connections and overseas. in France
and Italy. Since that time, the .Syndicate has been‘activeij
involved in selected instancegf;g the distribution b§ sale,

financing, or approval of narcotics transactions to realize

significant profits. Therefore, it was only natural that as the

I -
tegfficking patterns changed, the Syndicate would move their
expertise and connections to another area which currently is

represented by another high profit controlled substance -

cocaine. Representative of the above are as follows-‘
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AMERICOfDePIETTO

: bject was arrested and convicted in 1964 for the sale of
subje _

rcotiés DePIETTO received a 20 year sentence and since his
na *

'release has become a close associate of Marshal Caifamo. The

latter, a docunented member of the Chicago Syndicate, was
convicted in Florida for receiving stolen securities and is

presently incarcerated.

MARY GUIDO and JOSEPH SKEVA

As noted under "OPERATION FLANKER,” Louis Guido (husband 6% Mary
Guido) was convicted and received a 20 year sentence for the sale
of heroin. While in prison, he approached a DEA cooperating
individual and proposed the purchaserof white heroin from the
cooperating individual by his wife Mary Guido -and his brother-in-
law John Skeva. Both suﬁsequently advanced $32,500 to the source

s

following which they ﬁere arrested and convicted for comspiracy.

NICK D'ANDREA

Along with deménstrating clearly the Syndicate's involvement in
drug trafficking, the D'Andrea case is of singularvinterest
because of the ususual violencé connected with it. The Chicago
Syndicate has generally handled internal conflict quietly to
preclude enforcement and media attention; however, in this
instance, the power struggle on Chicago's south side culminated

in a number of murders including that of Nick D'Andrea.

The investigation began in 1980 when a DEA underco#e: agent mef
with Nick D'Andrea. It was subsequently determined that he was
heavily involved in drug trafficking, primarily cocaine

trafficking. His organization distributed cocaine to dealers in

il

"
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the south Chicago suburbs and Northern Inéiana. Through
undercover negotiations, it was determined that the D'Andrea
Qrganization was distributing multi-kilo quantities of cocaine

which were obtained in Florida.

In September, 1981, Nick D'Andrea's body was discovered in the
trunk of his car.® A month later, his brother Mario was shot and
killed by a DEA undercover agent during a cocaine transaction

when D'Andrea attempted 'to shoot the agent.

OPERATION FLANKER

This operation was initiated in 1970 to determine Organized

Crime's involvement in the distribution of narcotics. . As a

‘result of this probe, substantive cases were made and indictments

were sgbsequently issued charging the following Organized Crime
members or associates with the sale of'heroiﬁ, all'of whom were
convicted and received substantial sentences:

ALEX MICELLI

LOUIS GUIDO

FRANKLIN CARIOSCIA
MICHAEL CARIOSCIA

CHRIS CARDI
JOSEPH CADUTO
FRED CADUTO
JOSEPHINE CADUTO
- VIRGIL. CIMMINO

To further document Organized Crime's involvement in narcotics
was the admission by Chris Cardi, who was a fully documented

' '
Organized Crime figure, that the Chicago Syndicate was in fact
involved in narcotlcs. It should be noted that Cardi was the

victim of a gangland killing almost as soon as he was released

from prison.
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ERNEST ROCCO INFELICE et al

11 is a member of the Chicago Syndicate and was convicted
Infelice

october 23, 1973 for the sale of heroin and conspiracy to
on 0Oc

violate the Federal Narcotic Laws. Infelice along with his co-

_Mario and Chester Gﬁrelli, were employed at McCORMICK }“\ g
PLACE. During éhe development of this case, it was necessary for hé'
the DEA cooperating indiviaual to recelve clearance before a

purchase of heroin could be made from the Gareilli's. This

approval was given by Infelice in a DEA recorded conversation

which becamse & substantial portion of the case presented against

Infelice.

This case is of speciai importancé as it represents the change
from white heroin associated with FRENCH CONNECTION sources to
browﬁ\heroin controlled by the HERRERA's., 1In 1982, DEA Chicago
has noted a revitalization of white heroin connection eviéenced

by investigations currently not of pubiic record, =

SAM SARCINELLI

Organized Crime figure Sam Sarcinelli was convicted on

December 10, 1982 and sentenced in Florida to 8 years im prison
and 3 years special parole on count.one, and 8 years in prison

and 3 months special parole on count two of an indictment

charging Sarcinelli with Possession and Conspiracy to distribute
narcotics, Sarcinelli headed a large-scale narcotic organization .

capable of distributing multi-kilogram quantities of cocaine par

.
&

month.

I thank.you for the 6pportunity to provide the Drug Eﬁforcément
Administration's information regardi;g the subject of your ; ?
hearings, and for the continued interest and support of the

Subcommittee in our efforts against organized crime and illicit

v

narcotics trafficking.
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