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Abstract:  this statement examines the economic, financial and strategic dimensions of 
organized crime (especially drug trafficking) and shows that governments’ inability to deal 
with it is due to poor understanding of: (i.) the extent crime conditions society at large, (ii.) the 
way it has infiltrated legitimate business (especially banking), and (iii.) the power it has 
accumulated thanks to the behaviour of unscrupulous white-collar professionals (bankers, 
lawyers, notaries, realtors, accountants etc), all too willing to hide and recycle mafia resources. 

Current crime-control responses, based on police activity meant to identify, seize and 
punish suspects, are proving only partially effective:  criminals locked up in prison or 
liquidated are rapidly replaced by new recruits, whose supply is infinitely elastic, especially in 
developing countries.  The fight against transnational organized crime should rather focus on 
disrupting markets and illicit trade flows.

Next the statement provides evidence that organized crime is an economic force 
motivated by economic stimuli, driven by mini(risk)/max(revenue) principles.  Therefore crime 
must be fought on economic grounds, especially deleveraging its enormous assets (by means of 
much stronger anti-money laundering measures than presently in place).  Above all 
governments should, individually and collectively, follow the money trail to identify and 
punish financial institutions responsible of blood-money laundering.

The statement concludes with a pessimistic note.  Current examples of retribution 
against commercial banks found guilty of money-laundering actually show inability (even 
deliberate unwillingness) to prosecute the perpetrators:  criminal charges have been in many 
cases dropped, executives not sentenced, and fines were reduced to a fraction of each 
institution’s yearly profits.  
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Thank you, Madame President, I’m honoured to be here.

Meetings at the European Parliament are usually about development, peace and 
security.  Today’s Committee meeting is different:  it’s about matters that are not noble but 
sinister; not about production but destruction; not trade but trafficking; not investment but 
laundering; not market competition but slash-and-burn.  I call it economics of crime:  a 
gigantic business, greater than many of the Fortune-500.

I. A business of macro-economic dimension

We all know the antecedents to this situation. In the past quarter century crime has 
become organized and transnational.  It has reached macro-economic dimensions. It has 
derived the greatest advantages from globalization.  It has penetrated parliaments and 
governments alike.  It has destroyed nations and rearranged business strategies.  Crime has 
diversified from trafficking of drugs, people, arms, natural resources, even waste, into 
money-laundering, identity-theft, cyber-offenses and terrorism. In the process, it has 
become a threat to peace. 

Ten years ago, following concerns expressed by the UN General Assembly, the 
Security Council, the G8 and others I started work at the United Nations Office on Drugs 
and Crime (UNODC) to assess the threat posed by transnational organized crime, as a way 
to counter-act it. Producing the first report – titled The Globalization of Crime (2010) --
was a challenge, in scientific as well as in political terms.  Yet, we were able to document 
the extent to which the criminal market today spans the planet: illicit goods are sourced 
from one continent, trafficked across another, and marketed in a third.  Criminals use 
weapons and violence, but especially money and bribes to buy economic and political 
power – even the military.

II. Drugs, the main but not the only source of blood money

There is one area of crime that is somewhat better understood:  the illicit trade of 
controlled substances like opium and heroin, cocaine, chemical stimulants (ATS like 
ecstasy, meta-amphetamines), and marijuana.  About these markets there is a lot of 
information.

On the supply side we know that every year 850 tons of cocaine from the Andean 
countries, 550 tons of heroin from Afghanistan, 600 tons of synthetic drugs, and thousands 
of tons of cannabis are placed on world markets. 

The countries that grow most of the world’s illicit drugs, like Afghanistan (opium) 
and Colombia (coca), receive lots of attention, mostly because of the link between drugs 
and insurgency.  In fact, most drug profits are made and deployed in the destination (rich) 
countries. For example, out of a global market of over $50 billion for Afghan heroin, only 
about 5 per cent of it accrues to Afghan farmers, traders and insurgents. Of the $72 billion 
cocaine market in North America and Europe, some 70 per cent of the profits are made by 
mid-level dealers in the consumer countries, while another 20% accrues to narcos outside 
the producing areas.
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On the demand side, the world drug situation is also documented. Around 200 
million people use drugs once a year, while 25 million are problem drug users – people 
dependent on drugs.  This amounts to less than 1% of the world population (age 14-64).  
Please note that tobacco is used by 35% of the world population, and alcohol by 25%.  
Annually, drugs kill half a million people worldwide – a horrendous number that’s however 
much lower than the number of people who die every year because of tobacco (5 millions) 
or alcohol (2.5 millions) – both tobacco and alcohol being openly traded (licit) addictive 
substances, while drugs are controlled (illicit).

Europe is the highest value heroin market (US$20 billion), while Russia is the largest 
national heroin consumer in the world (70 tons). The North American cocaine market, 
though shrinking, remains the world’s largest. This has generated a narco-war along the 
border with Mexico, where as many as 60.000 people have been killed in the past decade.  
The very survival of nations in the region is at risk.

From Latin America cocaine is trans-shipped into Europe via Africa.  Under attack, 
some West African nations risk failing.  Drug trafficking is distorting the economic 
foundations of the region, causing underdevelopment, the appreciation of local currencies, a 
bias in foreign investment and a business activity unrelated to comparative advantage.

Generally, the impact of drugs in society is two-fold:  impact on addiction and 
therefore on health, and impact on trafficking, and therefore on crime.  Opposing views 
have been expressed on how to contain these two threats.  Some people dream a world free 
of drugs, and provide a simplistic model: eliminate the world’s supply of drugs and you 
solve the problem of addiction.  Others, with an equally simplistic view, dream of a world 
of free drugs, and say legalize drugs, and you get rid of the criminal market.

These two seductive arguments are equally faulty. However, I am not here to discuss 
drug control, but rather to make another point:  while the international community has a 
good idea of the world drug situation, we still fail to understand the economics of drugs and 
the laundering of drug money.  In turn, this failure is strengthening the misplaced believe 
that drug legalization would contain the growing power of organized crime.

III. Anti-money laundering: the key to fighting crime 

The fact that drug control so far has not been capable to contain mafia’s clear and 
present danger is perplexing.  Unlike terrorists or insurgents, criminals don’t have political 
agenda. Their business model is known:  they are out to minimize risks and maximize
returns, using corruption to bridge between the two. Risks, returns and corruption are 
therefore the three key words I invite you to consider in the light of today’s debate.

Let’s look at risk, first.  Mafia operatives know where there is little chance of being 
caught, in other words where the rule of law is weak. That’s why illicit activity originates
in, and transits through areas of instability, like conflict zones or some of the poorer parts of 
the planet. I’m sure you agree that poverty leads to uncivil behaviours and leads to high 
rates of crime. 

Now let’s look at returns, namely at the links between organized crime and legitimate 
business. World mafias generate more than $300 billion a year from drug trafficking alone, 
making it the 21st biggest economy in the world just after Sweden’s:  that’s a lot of money 
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that needs to be laundered. Some of it goes through rogue jurisdictions and uncontrolled 
economic sectors.  In fact, most of the blood money flows into the legitimate economy in 
rich countries – at times providing critical support to ailing banking institutions. 

This leads me to my third point:  corruption.  At a time of financial crises, the 
penetration of mafia’s blood money into legitimate banking is a threat.  The extent of this 
development is hard to establish, but the reasons why it has happened are known.  It’s a 
trend that goes back half a century.

 In the 1960s, when mafia slowly turned into an international business organization, its 
blood money moved across countries and over borders in cash.

During the ‘70s economic integration (in Europe) and flourishing international trade 
(globally) allowed mafia transactions to be shifted from cash to bank transfers.

 In the ‘80s the world developed an international agreement against money-laundering that 
eventually became the Financial Action Task Force (FATF). As Under-Secretary 
General of the OECD at that time, I personally submitted the concept paper on FATF 
to the G7 heads of state at the Paris Summit in July 1989.

 In the ‘90s the decontamination of banking worked relatively well and mafia reverted to 
cash transactions (seizures of banknotes valued up to, and beyond $100 million were 
frequent).

This success did not last:  the multiple financial crises in this past decade caused major 
illiquidity of the financial sector, a paralysis of inter-banking lending and the frantic 
search for fresh money.  Mafia thus returned to banking.

The post-2008 money-drought has offered a splendid opportunity to cash-rich mafias 
to penetrate the banking sector – depositing banknotes, acquiring shares, and sitting on 
boards.  Banking supervision has failed (deliberately, in my view) to sanction these illicit 
behaviours:  the reader is reminded, for example, of the spectacular case of the Wachovia 
Bank of New York, caught in 2009-10 recycling several hundred billion dollar of Mexican 
cartels money ($438b according to the US Justice Department), a crime that resulted in no 
sanction for the executives involved who actually moved on to run other banks in the US.
This Wachovia case is another example of a financial institution rescued by illegal money 
in the aftermath of the 2008 crisis.

More recently another banking giant, HSBC was similarly accused of bleaching 
billions – and so were other banks on both sides of the Atlantic, among them City Bank, 
then USB and Standard chartered etc etc.  Actually, I cannot think of a single international 
bank that has not been tainted.  The ability of law-enforcement to curtail organized crime 
depends critically on the willingness of governments to remove surgically the cancerous 
metastasis of mafia in banking and finance.  Yet, this is not happening:  as the top anti-
crime official in Italy put recently, “it is not mafia looking for banks to recycle money; 
bankers are looking for mafia’s money!”

IV. Conclusions

To conclude, Madame President:

humanity faces a crime threat that has become organized and transnational, with 
macro-economic dimensions. Current crime-control responses, based on police activity 
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meant to identify, seize and punish suspects, must be supplemented by efforts to curtail the 
unscrupulous behaviour of white-collar professionals and legitimate institutions that
launder their proceeds.  Organized crime is an economic force motivated by economic 
stimuli, driven by economic expectations:  it must be fought on economic grounds by 
deleveraging its enormous economic assets.  Yet, I must end with a pessimistic note.  
Current examples of retribution against commercial banks found guilty of money-
laundering actually showed inability (even deliberate unwillingness) to punish the 
perpetrators:  criminal charges have been in many cases dropped, executives let go, and 
fines were reduced to a fraction of each institution’s yearly profits.  Not a good omen.
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