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Surprising as it may be, the Balkan region is one of the
safest in Europe. This Report shows that, at present, the
levels of crime against people and property are lower
than elsewhere in Europe, and the number of murders
is falling in every Balkan country. The trend is likely to
continue as these countries strengthen their justice sys-
tems, raise their living standards, become more inte-
grated with the rest of Europe, and reap the benefits of
having a well-educated and highly skilled workforce.

This Report provides evidence that the Balkans are
departing from an era when demagogues, secret po-
lice, and thugs profited from sanctions busting, and the
smuggling of people, arms, cigarettes and drugs. While
South Eastern Europe is still a major transit route for
heroin, and some countries of the region remain affect-
ed by organized crime and corruption, the stereotype of
the Balkans as a gangsters’ paradise no longer applies
— though serious problems remain.

How did this improvement come about? Greater re-
gional stability and democracy have put an end to war
profiteering. Closer integration with the rest of Europe
has opened borders and reduced the lure of illicit trans-
frontier trade. Security sector reform, improved criminal
justice, and closer regional cooperation have made or-
ganized crime riskier and less profitable. As a result, all
types of organized crime are in decline in the region.

This suggests three observations:

e crime in the Balkans is a product of post-communist
transition and conflicts resulting from the break-up of
Yugoslavia rather than being endemic;
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* more open borders have reduced incentives to crime
rather than increasing them;

e The Balkan cross-roads have become a magnet for
honest trade rather than crime and smuggling.

The vicious circle of crime leading to instability, and vice
versa, has caused much turmoil in the Balkans. This Re-
port shows this has been replaced by a virtuous circle of
stability lowering crime, and less crime promoting stabil-
ity. Yet this progress is fragile.

The final part of the Report documents the wide-spread
and enduring collusion between politics, business, and
organized crime. To break this nexus, fighting corruption
should be priority number one. It would strengthen the
rule of law, bolster the integrity of public institutions, and
promote a healthy business environment.

While dispelling a few myths and raising the profile of
the Balkans as a low-crime region, the main aim of this
report is to stimulate the delivery of technical assistance
that can further encourage the positive trends and reduce
the likelihood of a return to trouble in the Balkans. The
highest priority is, of course, Kosovo, where stabilization
started later, and where crime remains a problem.

als
/

Antonio Maria Costa

Executive Director
United Nations Office on Drugs and Crime






Executive summary

The United Nations Office on Drugs and Crime (UN-
ODC) is mandated to analyse drugs and crime situa-
tions around the world. The present report is a contribu-
tion to that objective, looking at a region stigmatised for
its role in heroin trafficking, human trafficking, and other
forms of organised crime. It is based on data gathered
though Member States’ responses to the United Nations
Survey of Crime Trends and Operations of Criminal Jus-
tice Systems (CTS) and the United Nations Annual Re-
ports Questionnaire (ARQ), as well as a desk review of
the published literature. It is hoped its findings will assist
Member States and the international community in the
search for solutions to transnational crime issues.

This report argues that the crime situation in South East
European countries is improving. There are several
possible reasons for this development. The region is
“normalising”, as it completes the transition to democ-
racy and market economy and as it recovers from the
conflicts of recent years. This normalisation has been
supported though extensive interventions to enhance
cooperation on crime matters and to address deficien-
cies in local criminal justice systems. Equally important,
many of the crime problems experienced in the Balkans
are related to demand outside the region, and develop-
ments in these areas have also contributed to declining
opportunities for organised crime.

Despite these improvements, there remain significant
challenges ahead. The region continues to be the pre-
miere transit zone for heroin destined for West Europe,
human trafficking remains an issue, and problems per-
sist with regard to corruption, rule of law, and judicial
reform. But an objective analysis of the key indicators

leads to the conclusion that things are getting better,
and while the potential for reversals remains, it seems
that an era of lawlessness is passing.

Indeed, the crime issues in South East Europe appear
to be directly tied to this recent past. As in many tran-
sition and post-conflict countries, the dividing line be-
tween criminal enterprise and legitimate commerce had
become blurred and hazy. All indications are that this
line is becoming firm and clear again. In time and with
the appropriate international support, it is likely that the
prominent role the Balkans has played in European or-
ganised crime will come to be regarded as a passing
phase.

Low vulnerability to crime

Long term prospects are good because the social con-
ditions in South East Europe are not the sort generally
associated with high crime regions. In essence, the
Balkans do not represent a favourable environment for
crime:

e The demographic makeup does not favour the de-
velopment of street crime. For most countries, only
7% to 8% of the population falls into the group at
highest risk of becoming involved in common crime:
males between the ages of 15 and 25. This is not
likely to change in the near future. Bosnia and Herze-
govina and Moldova report some of the lowest rates
of lifetime births per woman in the world (1.2). In pro-
portion to the general population, Bulgaria has the
smallest child population in Europe. Emigration of
young males in search of work further reinforces this
demographic profile.
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e Considered from a global perspective, the region is
relatively well-developed, reducing many of the so-
cial stresses that can fuel crime. While income levels
are lower than in Western Europe, most of the peo-
ple of South East Europe do not face life-threatening
poverty, and education levels are high. The official
income and unemployment figures do not accurately
portray the economic situation, as the region re-
ceives significant unrecorded remittances from work-
ers abroad, the informal economy is large, and even
those working in formal employment may be working
off-the-books.

* Income inequality is regarded as the most robust
quantitative correlate of crime rates. Social inequities
give rise to a sense of relative deprivation, which can
be used to justify both property and violent crime.
But the long history of socialist regimes in the region
flattened income differentials. While this is changing
in a free market environment, the standard indicators
of inequality are not pronounced in this region.

e Large cities are more likely to suffer from crime prob-
lems than rural areas, and so the share of the popu-
lation that is urbanised can be seen as a risk factor
for crime. Further, high rates of urbanisation can ex-
acerbate the social stresses associated with city life.
South East Europe is highly rural when compared to
West Europe, and the pace of urban growth is mod-
erate. Bulgaria and Romania are actually experienc-
ing declining urban populations.

Another point of vulnerability to be considered is the
state of the criminal justice system. Poor countries can-
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not afford to spend as much as rich ones on security,
and under-resourced criminal justice systems represent
a source of vulnerability to crime in many countries
around the world. In South East Europe, however, the
socialist regimes bequeathed on the nations of the re-
gion a large security apparatus. Despite being one of
the poorest countries in Europe, Albania has had more
police per capita than many countries in the West, while
Croatia’s coverage exceeds that of well-policed socie-
ties such as Singapore. The countries of this region also
have more prosecutors per capita than most West Eu-
ropean countries. In terms of performance, justice ap-
pears to be the most problematic sector, and there is a
perception that judges are subject to political influence
and corruption, but conviction rates for murder are high,
and the share of the prison population that has not been
sentenced is low.

These broad figures cannot encapsulate the challenges
that may affect the justice systems of South East Europe.
Observers report serious problems with corruption, im-
punity, and poor detention conditions, for example. But
they do suggest that, in terms of basic capacity, most of
the countries of this region are adequately equipped to
respond to crime, which places them at an advantage
over many regions facing crime challenges.

There are, however, some exceptions to these gener-
alisations. Albania is younger than the rest of the region
and is experiencing rapid urbanisation. Moldova is con-
siderably poorer, younger, and less developed than any
other country in South East Europe. Income distribution
is less even and unemployment is higher in the former
Yugoslav Republic of Macedonia than in the other coun-
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tries. Bulgarian conviction rates for murder are disturb-
ingly low. Any one of these factors could have an impact
on local crime rates. Overall, however, there do not ap-
pear to be any deep structural reasons why this region
should experience high rates of crime.

Trends in conventional crime

In keeping with these observations, the available data
indicate that South East Europe does not, in fact, suffer
from high rates of crime, at least in terms of the range of
offences commonly referred to as “conventional crime”:
murder, rape, assault, robbery, burglary, theft and the
like. In fact, most of the region is safer than West Eu-
rope in this respect. This key fact is often omitted from
discussions of crime in the region.

Most of the data on conventional crime come from the
police statistics, which are subject to under-reporting,
under-recording, and manipulation. The most reliable of
these are the homicide figures, since a murder is a high-
ly significant event, of relevance to a range of authori-
ties and the public. In terms of the standardised murder
rates, as collected by the UNODC though the UN Sur-
vey of Crime Trends and Operations of Criminal Justice
Systems (CTS), most countries of the region fall at or
below the European average. Moldova and Albania are
exceptions, but even these two countries are safer than
most of Eastern Europe. In this respect, the CTS figures
are backed by the data from public health authorities, as
collected by the World Health Organisation.

There are delays in gathering standardised data, so the
most recent CTS figures are several years old. While
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they cannot be used for comparative purposes, the na-
tional police statistics can be used to track more recent
trends. Every country in the region has shown a strong
decline in murder rates in recent years. In fact, combin-
ing the data from Moldova, Albania, Romania, Croatia,
Bulgaria, and Serbia, the number of murders in the re-
gion essentially halved between 1998 and 2006.

Itis very likely that this statistical trend is caused by a real
decline in violence in the region. Even if murders were
systematically under-captured in every country, the level
of under-capture would have to be increasing for the de-
clining trend to be discounted. This decline is also seen
in the internationally administered province of Kosovo,
Serbia. While all these countries are under pressure to
show improvement in their handing of crime issues, it is
unlikely that the figures are being manipulated in every
country in the region, given that the press, opposition
parties, and the international community are monitoring
the situation carefully. And even if only half the murders
in these countries were being recorded, resulting in a
doubling of the estimated homicide rates, they would
still be low by international standards. The only conclu-
sion that can be drawn is that South East Europe is one
of the safer areas of the world, and that progress is be-
ing made in making the region even safer.

Low murder figures do not rule out the possibility that
other offences, less likely to be recorded, are occurring
undetected. The police in South East Europe record
less crime than their counterparts in the West, but this
could plausibly be related to much lower rates of report-
ing crime victimisation to the police by the public. The
best way to directly assess the real levels of criminal vic-
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timisation is through standardised crime victim surveys.
In these surveys, respondents are asked whether they
have suffered criminal victimisation and, if so, whether
they reported this offence to the police. While the victim
surveys in the Balkans are mostly rather dated, compar-
ing victimisation rates to similar data from West Europe
shows that South East Europeans were less likely to be
victimised in every crime category besides consumer
fraud and corruption.

It is true that South East Europeans tend to report the
crimes they experience to the police less often than
West Europeans do. Victim survey respondents who
report being victimised by crime are also asked if they
reported this crime to the police. In West Europe, over
three-quarters of all burglary victims, about a half of all
robbery victims and a third of all assault victims polled
said they reported the crime to the police. In South East
Europe, two-thirds of all burglary victims, some 38% of
robbery victims and a quarter of assault victims said
they had reported the crime.

But even adjusting reported crime levels for these un-
der-reporting rates, South East Europe appears to have
much less crime than West Europe. Taking under-report-
ing into account, West Europe is seen to have over twice
the burglary, over four times as much assault, and 15
times as much robbery as South East Europe. Unless
reporting rates have dropped drastically since the last
polls, the crime statistics agree with the survey figures:
the Balkans have less crime than West Europe.

One form of crime that is not easily captured in either the
police statistics or in standard victim surveys is domestic
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violence. This phenomenon is best documented through
specialised surveys, such as the 2005 World Health Or-
ganisation Multi-country Study on Women’s Health and
Domestic Violence against Women, which included com-
parable surveys in 10 countries. In South East Europe,
the city of Belgrade participated. It consistently ranked
among the bottom two regions (alongside Yokohama,
Japan) across indicators of the prevalence of domestic
violence. While not strictly comparable, other surveys
have suggested similar victimisation rates in the other
Balkan countries, with the exception of Albania.

But there is an entire class of offences which are even
less likely to be reported to the police than domestic
violence. These are the offences of organised crime,
criminal activities that remain largely undetected unless
the police take the initiative to act against them. It is
here that experts agree that South East Europe’s crime
problem lies.

Many organised crime activities rely on violence or the
threat of violence, however, so it is unusual for it to flour-
ish in areas with low levels of conventional crime. This
suggests that organised crime in South East Europe is
organised crime of a special type. The smooth way in
which contraband moves through the region, for exam-
ple, requires some explanation. For this, it is necessary
to trace the background of organised crime activity in
the region.

The growth of organised crime

Organised crime has taken advantage of a recent peri-
od of intense vulnerability in the Balkans. The transition
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from totalitarian rule to democracy has been associated
with the growth of crime in many countries throughout
the world. Corruption, privatisation fraud, protection
rackets, and other forms of organised crime flourish in
an environment of disoriented law enforcement institu-
tions, rapid changes in the social and economic norms,
and policy uncertainty. As a result, many formerly com-
munist countries have experienced rapid growth in or-
ganised crime.

In addition, post-conflict situations are often associated
with rising crime rates. The proliferation of firearms,
the establishment of cross-border smuggling routes to
evade sanctions, the rise of local strongmen to posi-
tions of power through militia or paramilitary structures
— these and many other factors promote criminality dur-
ing and after civil war. This tendency is seen in regions
around the world.

South East Europe is unusual in that it underwent both
of these difficult historical processes simultaneously,
and this has informed the character of organised crime
in the region. After World War Two, every country in the
region came under communist or socialist regimes. Al-
though these regimes varied substantially in character
between countries, all relied on well resourced police
agencies to maintain internal order. As the guardians of
national security, the secret police in particular operated
above the law, and engaged in a wide range of question-
able activities, including many instances of cross-border
smuggling. This work brought them into contact with
organised criminals, who proved especially useful for
deniable operations in other countries.
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The links between the state and organized crime were
strengthened during the 1990s following the collapse of
the socialist regimes and during the violent dissolution
of Yugoslavia. After international sanctions were im-
posed, great fortunes were made smuggling weapons,
oil, and other commodities needed by the warring par-
ties. These were paid for, in part, through other forms
of trafficking, including the smuggling of drugs and un-
taxed cigarettes, made possible by the chaos of the war
and fledgling democratic institutions. Wars and the new
relationship with the West also led to large scale emigra-
tion and human trafficking.

Just as the wars between the Bosniaks, Croats, and
Serbs were drawing to a close in 1995, new conflict
erupted with ethnic Albanians in the Serbian province of
Kosovo. In 1997, the government of Albania collapsed
following the failure of financial pyramid schemes in
which a large share of the population had invested. The
national armouries were looted, masses of people fled to
country, and an ungoverned zone appeared just a short
boat ride from West Europe. These disruptions added
new opportunities for smugglers and additional years of
turmoil for the region.

Simultaneous with the conflict, the countries of the re-
gion were undergoing the transition to market econo-
mies. The people best placed to capitalise on privati-
sation were those who held power under the socialist
regimes and who were profiting off the war, including
the former secret police and their networks. The way
each country dealt with their former leadership varied,
but in most, some elements were able to both take ad-
vantage of the new capitalism and retain their links to
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political power. Smuggling brought the fortunes and the
expertise to make the most out of ‘nomenklatura privati-
sation’, and strong links were forged between criminals
and some members of the political and commercial elite.
These links help explain how organised crime has been
able to operate in the region with so little imprint on the
conventional crime situation: organised crime in the Bal-
kans has been very organised, and lubricated with cor-
ruption.

In summary, the organised crime situation in the Balkans
is rooted in the instability generated by the simultaneous
impacts of political transition and conflict. War profiteer-
ing and unregulated privatisation led to the rapid rise of
criminals with high-level political and commercial link-
ages. The final outcome of the conflicts has still not been
determined, with both Bosnia and Herzegovina and the
province of Kosovo remaining under international stew-
ardship. But some years have passed since the peak
of the conflict. The region has seen the launch of inten-
sive reform programmes and received a good deal of
assistance to support the establishment of security and
justice. As the region stabilises, positive change in the
organised crime situation should be anticipated.

Organised crime today

Assessing trends in organised crime is challenging.
Organised crime is even more difficult to measure than
conventional crime, because its detection is almost en-
tirely reliant on state action. Failure to act could be due
to lack of capacity or it could be due to corruption. In
either case, the very places where organised crime is
likely to be the worst are the same places where little

activity is likely to be registered. Every organised crime
arrest or contraband seizure sends a mixed message: it
shows that organised crime is present, but it also shows
that something is being done about the problem.

In South East Europe, indications are that something is,
indeed, being done about the problem. All countries of
the region have ratified the United Nations Convention
against Transnational Organized Crime. Albania, one
of the poorest countries in Europe, investigated more
organised crime suspects per capita in 2003 than ltaly,
a country that has taken the lead in combating transna-
tional criminality. Romania employed 9.9 organised crime
investigators per 100,000 citizens in 2004, compared to
Italy’s 0.4. While more research would be required to
determine the quality and character of these investiga-
tions, these numbers suggest that the organised crime
problem is being taken seriously by the governments of
South East Europe.

Of course, investigations alone will not solve organised
crime problems. In fact, in areas where law enforcement
corruption is an issue, arrests and seizures may reflect
nothing more than the pruning of competitors or unreli-
able business contacts. To measure whether the organ-
ised crime situation in South East Europe is improving, it
is necessary to refer to crime statistics collected outside
the region, in the countries of demand, for each of the
major contraband markets.

Drug trafficking

It is roundly agreed that drug trafficking, and specifically
heroin trafficking, is the highest value criminal activity
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in South East Europe. It is estimated that something
on the order of 80 tons of heroin passes through the
region to reach consumers in West Europe every year.
At wholesale level on arrival, this flow of contraband is
worth more than the national economic outputs of sev-
eral countries of the region, although it is unclear what
share of this value accrues to Balkan smugglers.

Iran and Turkey, two countries on the so-called ‘Balkan
route’ that links Afghanistan to Europe through the Bal-
kans, seized some 21 tons of heroin and morphine in
2005, representing almost a quarter of global seizures.
Between them, the Balkan countries seized 1.3 tons,
representing just over 1%. The most notable trend in
seizures is the decline in those made by Bulgaria: five
times as much heroin was seized in 2000 than in 2005.
But West European seizures also declined by 30% dur-
ing this period, so this reduction may be partly explained
by an underlying decline in trafficking. There may also
be increasing use of alternate routes, as controls within
the region strengthen.

Heroin is not the only drug smuggled through the region.
Cannabis is cultivated for export in Albania and Bulgar-
ia, and sporadic seizures of cocaine and synthetic drugs
are also made. Precursors for heroin manufacture have
been seized travelling the opposite direction on the Bal-
kan route. But the value of these flows appears to be
much less than that of heroin.

Drug use rates in the region are generally quite low,
lower than in West or East Europe. This suggests that
drug shipments proceed through the region to their high
value destinations relatively intact, with very little “spill-
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ing” into local markets. Such efficient transmission im-
plies high levels of centralised organisation, rather than
diffuse networks of trafficking entrepreneurs.

The problem of South East Europe as a gateway for
drugs to West Europe must be distinguished from the
problem of South East Europeans dealing drugs in West
European countries, although the two issues are obvi-
ously related. The former is an issue the countries of the
region must tackle, but there may be little they can do
about the latter, aside from sharing information. Some
members of the South East European diaspora, which is
extensive, have gained a reputation as drug dealers.

Heroin represents the highest value contraband flow,
and, since the mid-1990s, ethnic Albanian traffickers
have been said to control the trafficking of this com-
modity west into Europe. Past estimates suggested that
ethnic Albanian traffickers controlled 70% or more of the
heroin entering a number of key destination markets,
and they have been described as a “threat to the EU”
by the Council of Europe at least as recently as 2005.
In fact, ethnic Albanian heroin trafficking is arguably the
single most prominent organised crime problem in Eu-
rope today.

The term ‘ethnic Albanian’ is itself problematic, however,
since it implicitly tars a country (Albania) with respon-
sibility for the actions of citizens of other countries, in
particular Serbia, Montenegro, and the former Yugoslav
Republic of Macedonia, but also West European coun-
tries and the internationally administered province of
Kosovo, Serbia. Where ethnically homogeneous organ-
ised crime groups do exist, it makes sense to point this

Source: World Drug Report 2007
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out, and this information can be useful for operational
purposes. But this labelling can obscure more than it
reveals when it becomes confused with citizenship or
trafficking routes.

Historically, there was a point in time when the chaos
in Albania, Kosovo (Serbia) and the Albanian-speaking
areas of the former Yugoslav Republic of Macedonia
gave a competitive advantage to Albanian-speaking
traffickers. In addition, the need to gain money for the
war effort provided a strong motivation to cooperatively
raise money by any means possible. But as the region
stabilises, this advantage is eroding, and this trend ap-
pears to be reflected in the arrest and seizure records of
West European countries.

Citizens of Albania do continue to provide ltaly with a
large share of its heroin: about half the heroin seized by
the ltalian authorities in 2006 was taken from Albanian
nationals. But both the number of Albanians arrested
and the amount of heroin taken from them have declined
in the last few years. The activity of ethnic Albanians
from Kosovo (Serbia) and the former Yugoslav Republic
of Macedonia is more difficult to detect in the official fig-
ures, since only citizenship, and not ethnicity, is record-
ed. For the purposes of analysis, then, it is necessary
to assume all heroin traffickers who come from Serbia,
Montenegro or the former Yugoslav Republic of Macedo-
nia are possibly ethnic Albanians. Based on an analysis
of 18,749 heroin trafficking arrests made in 2004 in 15
European countries, possible ethnic Albanians (citizens
of Albania, Serbia, and the former Yugoslav Republic of
Macedonia combined) represented about 6% of heroin

Number of Albanian heroin trafficking suspects iden-
tified in Germany
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trafficking arrestees. If half of those from Serbia and the
former Yugoslav Republic of Macedonia were ethnic Al-
banians, then the share would be 5%.

This 5% is responsible for a disproportionately large
share of the heroin seized, however, largely due to the
role Albanians play as importers to Italy: perhaps 10% to
20% of the heroin supply to Western Europe. This figure
is considerably less than some previous estimates, sug-
gesting a declining role for ethnic Albanian heroin traf-
fickers in Europe, a decline supported by the downward
trend in both ethnic Albanian arrests and seizure totals
in many key heroin markets.

In short, the single most notorious Balkan organized
crime phenomenon — the role played by ethnic Albanian
traffickers in West European heroin markets — appears
to be in decline. Similar trends are seen in the other ma-
jor organised crime markets involving the region.

Human trafficking and migrant smuggling

While drug trafficking may generate the most profit, tran-
snational human trafficking has drawn the most oppro-
brium for South East Europe. As with drugs, there was a
period in time in which Balkan criminals had a competi-
tive advantage in this market, profiting off both the chaos
of war and the mass movement of people from East to
West after the fall of the Berlin Wall. At some point, how-
ever, a degree of equilibrium must be reached, as the
markets of the West for forced labour (including sexual
exploitation) become saturated. Much of human traffick-
ing is said to be based on deception, and, as conscious-
ness of these practices grows, a decline in vulnerability
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should be manifest. In some areas, there is evidence that
human trafficking was related to demand generated by
the presence of international forces, and as these grad-
ually move out of the region, demand should decrease.
Further, the citizens of two former source countries in
the region (Bulgaria and Romania) have not needed a
visa to travel to the EU since 2002. For migrant smug-
glers at least, this should represent a significant loss of
client base.

As a result of all these factors, as well as substantial
investment in interventions, a decline in the human traf-
ficking and migrant smuggling markets should be antici-
pated, and, in fact, appears to be manifesting itself in the
high-level statistics. Based on the numbers, the involve-
ment of South East European groups in human traffick-
ing seems to be in decline. Past estimates suggested
120,000 victims of human trafficking or more were com-
ing to the EU through and from the Balkans each year. If
these figures were accurate, the market seems to have
shrunk considerably since that time.

With regard to human trafficking for the purposes of sex-
ual exploitation, numerous reports note the decline in
detected victims, but suggest that this may be related to
more sophisticated trafficking techniques. These reports
also note improved pay and working conditions for the
victims. ‘Domestic trafficking’, or use of local women in
sex markets, is apparently increasing in many instances.
In addition, reports over the years have noted the phe-
nomenon of ‘re-trafficking’, in which the same women
have received assistance as victims multiple times over
the years. These trends suggest that the market may be
shifting toward the use of voluntary sex workers, some

v
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Source: International Centre for Migration Policy Development

of whom may be smuggled internationally into exploita-
tive conditions.

Legislation on human trafficking was only recently
passed in a number of the countries of the region and
implementation capacity may be limited, so it is difficult
to determine the amount of trafficking into South East
Europe, or the extent of domestic trafficking. But West
European governments have taken the issue quite se-
riously, and so figures from these countries should be
capturing a significant share of the market. Looking at
the criminal justice figures from West European coun-
tries, some sense of the scale and nature of the tran-
snational trafficking problem of South East Europe can
be determined.

In 2004, a total of 557 victims from South East Europe
were detected in four key destination countries with ac-
tive anti-trafficking programmes (Netherlands, Greece,
Italy, and Germany), or about 140 victims per country. In
addition to these, five other countries for which detailed
data are not available are usually mentioned as impor-
tant destination sites (Austria, Belgium, France, Spain
and the United Kingdom). If each of these detected a
similar number of victims, this would total 1260 victims
detected. The Dutch National Rapporteur on Human
Trafficking has suggested a low detection rate of about
5% for human trafficking victims in the Netherlands.
If a similar rate were to apply to all nine destination
countries, this would suggest about 25,000 victims per
year, a considerable decline from the days when some
120,000 victims were said to move from or through the
Balkans to the EU.
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Registered and unregistered civilian firearms per 100 citizens in 2007 (high end estimates)
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These figures also show that the profile of victims has
shifted dramatically. During the 1990s, Albanian and
Moldovan women, the poorest in the region, were
among the most trafficked groups. Based on the 2004
figures from the four key trafficking destination coun-
tries, a remarkable 59% of the victims from South East
Europe were Romanian and 35% were Bulgarian. The
fact that groups experiencing more mobility are increas-
ingly among the trafficking suspects supports the argu-
ment that many may be entering the market voluntarily.
Moldovan, Albanian, and former Yugoslav victims are
conspicuous by their relatively low numbers. Looking
specifically at Italy, the share of female human traffick-
ing victims who were Albanian declined from 40% in the
1990s to 15% in 2003 and just 2% by the end of 2006.
The reasons for this decline remain unclear, but may
relate to interventions and broader social changes.

The market for migrant smuggling from or through South
East Europe also appears to be drying up. This is largely
due to the fact that citizens of both Bulgaria and Roma-
nia, two countries that previously supplied a good share
of the clientele for migrant smugglers, have not required
a visa to enter the EU since 2002. The governments of
the region have also taken a number of important steps
to stop migrant flows from outside the region, such as
the imposition of visa regimes and even the termination
of direct flights from sending countries.

While these observations cannot rule out the possibil-
ity that human traffickers and migrant smugglers have
found new ways of evading detection, both the data and
what is known about underlying social dynamics sug-

* Does not include an estimate of unregistered firearms

gest that the decline in these crimes is a real one.

Firearms and other forms
of licit goods trafficking

Another area where the experts agree that the market
is declining is firearms trafficking. Improved border con-
trols and shrinking demand are credited with this suc-
cess. The firearms that remain are causing relatively
little damage, as shown by the low homicide rates. In
addition, per capita firearms ownership remains lower in
South East Europe than in many West European coun-
tries.

Cigarette smuggling, a key source of income during the
conflict years, also appears to have gone into decline
following the buy-out of a number of local producers by
international firms, as well as other interventions. The
role of the region for the transit of other forms of contra-
band, such as counterfeit merchandise, is more difficult
to discern, given the range of potential products, but it
is likely that these smuggling trends follow the others in
declining as borders strengthen and interdiction capac-
ity increases. It also appears that China, not the Balkan
countries, is increasingly the source of these products.

In summary, the available data, much of it from West Eu-
ropean countries, suggest that trafficking is declining in
every major organised crime market. More in-depth re-
search would be required to confirm this trend, but it falls
in line with the overall picture of a low-crime region that
is normalising after a period of acute vulnerability. In line
with the declining murder figures, it appears that Balkan
organised crime is also diminishing in importance.
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Corruption and fraud

While conventional crime levels are low and organised
crime appears to be in decline, there is one area of crim-
inal activity that is especially problematic in the Balkans
— corruption and economic crime. These offences are
particularly difficult to measure, but there are two areas
where South East Europe leads the world in victimisa-
tion according to the crime victim surveys: payment of
bribes and consumer fraud. More recent surveys have
shown that large shares of the population continue to
report paying bribes. Albania had the highest rate of an-
nual bribe paying (66%) of the 57 countries polled in
the 2006 Transparency International Global Corruption
Barometer, and the South East European average was
4.5 times as high as the West European average. There
have been recent improvements in a number of coun-
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tries in terms of both perceived corruption and victimisa-
tion incidence, however.

The impact of crime

Given these observations about the crime situation in
the region, what can be said about its impact? Despite
the low levels of conventional crime and diminishing or-
ganised crime activity, the blurred demarcation between
political, commercial, and criminal spheres of activity re-
mains an issue, a legacy of the past instability. Accord-
ing to the Council of Europe and the European Commis-
sion in 2006:

The overall accepted perception is that organised and
economic crimes in South-eastern Europe threaten de-
mocracy, the rule of law, human rights, stability, and so-
cial and economic progress in the region.

Share of respondents who feel unsafe walking in their area alone after dark

70

60

%

Sweden
West Europe
Average

England &
Wales

Croatia
Albania

I 66
57
51 53
50
40 42
40
31

30 - 25

" 18

10

Spain

CE Europe
Average

Poland
Romania

Russia
Bulgaria

Source: ICVS 2000



CRIME AND ITS IMPACT ON THE BALKANS

-

Map:
are paid in the normal course of business

Germany Czech Republic

Slovakia

Austria Hungary

Liechtenstein
Switzerland

Italy

|:| Corruption
|:| Bribes

Percentage of firms regarding corruption to be a major constraint on £!nvestment and saying bribes

Ukraine

Turkey

Macedonia

Source: World Bank 2005

With regard to social and economic progress, crime and
corruption have the potential to derail the progress of
whole nations, by directly sapping resources and un-
dermining the sense of safety and trust that underpin
healthy societies. On the most basic level, fear of crime
can limit social interaction when citizens avoid contact in
order to minimise the chances of victimisation.

Despite the fact that crime levels are lower in South

East Europe than in West Europe, fear of crime is of-

Positive response to the statement “only kin can
be trusted” in 2003
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ten independent of the real risks of victimisation. Survey
data are dated (2000), but it appears that many peo-
ple in South East Europe are far more afraid of walking
alone after dark than West Europeans. This may be a
manifestation, in part, of the fear of chaos in countries
undergoing rapid social change and which only recently
experienced violent conflict.

Surveys also suggest that many South East Europeans
feel only kin can be trusted, which may be a manifesta-
tion of the high levels of corruption and consumer fraud.
Those hampered by these concerns may fail to access
educational, employment, and investment opportunities,
or may emigrate in search of better prospects.

Large shares of businesspeople polled in the region re-
port crime and corruption to be constraints on invest-
ment. The share of firms who reported paying bribes
was greater than the share that regarded corruption as
an impediment to investment, however, suggesting that
corruption may be used instrumentally by business to
access these markets. And despite concerns, inflows of
aid and investment have been sufficient to produce im-
pressive economic growth in recent years, though even
higher rates of growth would be desirable.

Of greater concern, then, is the impact that crime and cor-
ruption can have on governance. There is a widespread
impression in South East Europe that some people, due
to their political connections, are above the law. In addi-
tion, most of the countries of this region perform poorly
in terms of the standardised indicators relating to Rule
of Law. The World Bank provides composite governance
figures, which are presented in the figure below. Each
bar represents the share of countries or regions which
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were ranked lower than the country indicated. Kosovo
(Serbia) and Albania fell lower in the ranking than the
average in sub-Saharan Africa, and all scored less than
the average for East Europe or the OECD countries.

It has even been suggested that crime may play a role
in regional instability, and continued instability certainly
increases vulnerability to organised crime. The World
Bank ratings rank four countries in South East Europe
as less stable than the average for sub-Saharan Africa:
Serbia, the former Yugoslav Republic of Macedonia,
Bosnia and Herzegovina, and Albania. All of these areas
have been affected by the dispute over the final status
of the international protectorate of Kosovo. Fundraising
surrounding the Kosovo conflict has involved trafficking
of various commodities in the past, and the lines be-
tween the political and the criminal remain substantially
blurred in some areas. In the end, it is impossible to
demonstrate statistically a correlation between the pres-
ence of organised crime and instability because neither
issue can be satisfactorily quantified. But there appears
to be good reason to treat organised crime as a stability
threat in parts of South East Europe, due to the role it
has played in past conflicts.

Conclusion

This report argues that the crime situation in South East
Europe is getting better. Low murder rates are dimin-
ishing further still. All indications are that rates of other
forms of conventional crime — such as robbery, burglary,
assault, and car theft — are lower than in West Europe.
This should come as no surprise, as the region does not
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exibit many of the social and economic points of vul-
nerability experienced in high crime areas around the
world.

More remarkably, there appears to have been a reduc-
tion in various forms of organised crime that emerged
during the years of transition and conflict. Heroin traf-
ficking by ethnic Albanians - the single most notorious
Balkan crime phenomenon — has apparently diminished
in its scale, based on an analysis of statistics provided
by West European law enforcement agencies. Human
trafficking seems to have seen its peak in the 1990s —
the numbers of victims detected in West Europe indicate
a greatly reduced flow from previous estimates. Migrant
smuggling too has diminished as Bulgarian and Roma-
nians citizens no longer need visas to enter the EU, and
effective policy responses have reduced flows of illegal
migrants from outside the region. Interventions and a
declining market also appear to have taken the momen-
tum out of the trafficking of firearms and cigarettes.

While these are all positive trends, significant challeng-
es remain. The threat of regional instability remains and
criminal groups could play a role in future conflict. The
region continues to be the premier transit zone for heroin
destined for Western Europe and an important corridor
for human trafficking and smuggling of migrants. Grow-
ing access to West Europe through the expansion of the
Schengen area and the introduction of more liberal visa
regimes could fuel both trafficking and emigration, feed-
ing the marginalized diaspora networks on which much
of transnational organized crime is based. Dealing with
these transnational threats requires strengthening gov-
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ernance and institutions within South East Europe.

In particular, it is important to provide more international
assistance to strengthen the rule of law. Within the overall
efforts to build and institutionalise the rule of law, particu-
lar emphasis should be placed on crime prevention and
criminal justice. This means building capacity and trust in
public institutions, in particular the courts and the police.
Enhanced trust in law enforcement mechanisms should
manifest itself in growing confidence in the legal system
in general, resulting in increased use of the banks, in-
vestment instruments, and legal contracts. These posi-
tive trends will gain a momentum of their own over time.

Kosovo provides a good example of the way that
strengthening the rule of law can retard the growth of
crime. Murder rates have declined significantly in recent
years. It was the chaos accompanying the war and eco-
nomic collapse that led to the growth of ethnic Albanian
organised crime groups, and growing order appears to
be undermining their competitiveness. Organised crime
thrives in areas where people have little investment in
their societies, and people do not invest where their fu-
ture prospects are uncertain. The more that social and
political conditions normalise, the more that criminal
groups will lose their grip on Kosovo.

This report argues that the rise of organised crime in
the Balkans was a direct result of past instability, but
that the situation seems to be changing for the better.
As the region stabilizes and the rule of law is secured,
the incentives and opportunities for criminality should
further fade.
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Introduction

As part of its mandate to monitor drugs and crime situ-
ations around the world, the UNODC has been taking
a closer look at the available statistical information in
regions where transnational crime is an issue. In this re-
port, the focus turns to Europe, in particular to the region
which has been referred to over time as “the Balkans”
and more recently as “South East Europe”. These terms
are used interchangeably in this report to refer to the
member partners of the Stability Pact for South East-
ern Europe: Albania, Bosnia and Herzegovina, Bulgaria,
Croatia, the former Yugoslav Republic of Macedonia,
Moldova, Montenegro, Romania, and Serbia (including
Kosovo).!

This report is based on desk research, making use of
the proprietary databases which the UNODC maintains:
the Survey of Crime Trends and Operations of Criminal
Justice Systems (CTS), the Annual Reports Question-
naire (ARQ), and the Individual Drug Seizures database
(IDS). This information was combined with statistical
data gathered from other sources, as well as historical
and analytical materials. For more on the methodology
of the report, see Annex 2.

The report opens with a look at the social and economic
indicators for the Balkans in order to assess certain risk
factors that have been identified in studies of high crime
situations around the world. Next, the standardised
crime data from the CTS are discussed, with particular
reference to the most reliable of crime indicators, the
homicide rates. The discussion proceeds to organised
crime, starting with an examination of its historical ori
gins and moving on to a sector-by-sector exploration of
the data in each major crime market. Finally, the report
looks at some of the ways these crime issues could be
affecting social, economic, and political progress in the
region.

This simple undertaking does not aspire to comprehen-
sive coverage of the crime and justice issues in all nine
nations concerned. Rather, it focuses on interrogating
the data on the severity of the crime problem in South
East Europe, and possible trends in these data.







The Balkans do not fit
the profile of a high crime region

The causes of crime are the subject of much debate,
on both an individual and a societal level. It is clear that
no single factor is universally associated with crime. For
any given correlate that might be named, exceptions can
be found. But certain points of vulnerability can be listed
which, in the absence of countervailing points of resil-
ience, make it more likely that an area will suffer from a
crime problem. These include demographic, social, and
economic features.

Some parts of Africa and Latin America illustrate this
point well.2 High crime areas are typically dominated by
large numbers of dispossessed, uneducated and trau-
matised young men, angered by social inequities, often
physically or culturally displaced, who see no future for
themselves in the society. Particularly in urban slums,
they rally together in gangs, engage in substance abuse
and drug dealing, and generally position themselves
contrary to the law and all it stands for. In sufficient num-
bers and under the right conditions, they can even pose
a threat to state stability, participating in insurgent or ter-
rorist groups.

In terms of these indicators, South East Europe does
not fit the profile of a high-crime region. While there is
substantial variation between countries, on the whole
the population is not especially young, nor especially
male, nor especially poor. And while disparities in wealth
exist, they are not egregious by global standards. Many
of these countries are largely rural, reducing their overall
exposure to urban crime problems.

The following discussion looks at the data from the re-

gion on some of the main social and economic factors
associated with crime.

Demography

Universally, most street crime and violence is committed
by young males between the ages of 15 and 25. Re-
gions with a large share of their population falling in this
demographic group might be seen as more vulnerable
to these types of crime as a result. It follows that having
an older or more feminine population profile might make
it less likely that certain crime issues will emerge.

In contrast to most developing areas, the population of
South East Europe is not young, and is growing older. In
fact, the region hosts some of the lowest fertility rates in
the world: Bosnia and Herzegovina and Moldova record
1.2 lifetime births per woman, placing them at the bottom
of the international standings in this regard.® In propor-
tion to the general population, Bulgaria has the smallest
child population in Europe.* The share of the population
commanded by males aged 15-24 is below the Euro-
pean average in Croatia, Bosnia and Herzegovina, Bul-
garia, and Serbia (Figure).

Albania and Moldova are exceptions. Albania is the
youngest country in Europe: just under a third of the
population is under the age of 15, and the median age
is 28.° Some 10% of the Albanian population are males
between the ages of 15 and 25, but this is less than that
found in many developing countries. Despite currently
low birth rates, Moldova’s young male population con-
stitutes the same share of the general population as in
Nigeria. If Kosovo (Serbia) were considered separately,
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it would be an even more extreme outlier, with 57% of
the population below 25 years.® This population is par-
ticularly vulnerable to criminality.

Since there are relatively few young people in most of
the region, there is relatively little youth crime. This is
reflected in the age of the prison population. The aver-
age age of inmates is between 29 and 40 years for eve-
ry area for which data are available. In this region, the
former Yugoslav Republic of Macedonia has the young-
est prison population among the countries for which data
are available, reflective of its relatively young population,
but even in this instance, less than 15% of the convicted
prisoners are under the age of 21. High median pris-
oner ages are not the product of lengthy sentences — as
in other parts of Europe, most of the sentenced prison
population is incarcerated for less than five years.’

As a population ages, the share of the population
that is female increases.® Females may also be over-
represented in countries experiencing large amounts
of emigration, as young men tend to dominate the mi-
grant pool. Females outnumber males in every country
in South East Europe, by as much as eight percentage
points. Since males generally comprise upwards of 90%
of national prison populations, a reduced share of males
in the society may represent reduced vulnerability to
crime, especially violent crime.

Poverty, inequality, and unemployment

While the demographic issues may be favourable, some
have argued that the region is vulnerable to crime be-
cause of poverty.” In general, the quantitative correla-

tion between poverty and crime is not strong — there are
many poor countries that have low levels of crime. But
crimes of material desperation do occur, and the demor-
alising effects of poverty may contribute to vulnerability
to crime in a variety of ways.

Absolute income poverty is rare in most of the coun-
tries of South East Europe, although in some countries,
a significant share of the population lives on less than
US$2.15 (PPP) per day, with children being especially
affected (Figure). As recently as 2003, over half the chil-
dren in Moldova lived in income poverty, a level 10 times
higher than in some countries of the region.

In addition, due to historical particularities, development
basics that are considered standard in Europe are ab-
sent in some countries in South East Europe. For ex-
ample, only 57% of the population has access to an im-
proved water source in Romania, about the same share
as in Sierra Leone." Only 9% of rural Albanian house-
holds have access to a car or truck,” and, as of 2002,
only 39% of the national roads were paved,” a product
of the former government’s position on private vehicular
ownership. Power outages are a recurrent feature of life
in Albania and in Kosovo (Serbia), impeding industrial
development.

But income figures may be misleading because they are
based on the recorded economy, and much of the eco-
nomic activity in South East Europe occurs off the books
(Figures). Different estimation techniques come up with
starkly different rankings and figures, but the consensus
is that as much as one quarter to one half the economic
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activity in some countries is informal and thus unregis-
tered.

In addition, many households rely on remittances, which
may not be tallied in the national accounts. For exam-
ple, about half of the remittances sent to Albania enter
the country unofficially.”® Even the official figures show
the pivotal role of remittances, which may be equal to a
large share of GDP (Figure).

Butitis overly simplistic to look at poverty simply from the
perspective of income, especially in regions with strong
socialistic backgrounds. While South East Europe con-
tains some of the poorest countries in Europe, income
levels do not necessarily correspond to other aspects of
development. Overall development is often expressed
in the Human Development Index (HDI), a composite
of per capita income, adult literacy, and life expectancy.
Based on HDI, with the exception of Moldova, all the
Balkan countries were ranked “highly developed” in the
2007/2008 Human Development Report.™

In addition, all the countries of the region perform better
in their HDI rankings than their income levels would pre-
dict.”” This is partly a result of the socialism of the past,
which provided health and education services while
restraining personal incomes. As a result, educational
levels are quite high. Adult literacy rates are good, espe-
cially in the poorest countries, and secondary enrolment
levels sound. High levels of secondary and tertiary en-
rolment have an additional anti-crime side-effect: young
people in school are not young people wandering the
streets. In addition, the education provided appears to
be of a high calibre. In an international standardised test
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of mathematical skills, Bulgaria, Romania, and Serbia
scored above the international average of 46 countries
participating, with the former Yugoslav Republic of Mac-
edonia falling slightly below the average, but still above
many countries with similar income levels.

Good basic living standards and access to health care
are reflected in life expectancy. Life expectancies are
quite uniform throughout the region (again, with the ex-
ception of Moldova) and are generally quite high. Long
life expectancies mean more life to look forward to, more

Figure 4: Percentage of population and children
living on less than PPP US$ 2.15 a day
in 2002-03
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Figure 5:
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productive years, and fewer young people facing life as
orphans, in contrast to many developing areas.

Thus, while the people of this region do not necessar-
ily have a lot of disposable income or consumer goods,
they are not widely afflicted by issues like malnutrition
or preventable disease that might severely shorten life
spans, or educational deficiencies that might lead to a
lack of job skills. On the contrary, the people of South
East Europe generally enjoy high standards of educa-
tion and healthcare, reducing incentives for participating
in crime.

Bulgaria

Albania Serbia &

Montenegro

Bosnia &
Herzegovina

Source: UNECE

While poverty is not quantitatively correlated with crime
internationally, inequality often is. Stark income differ-
ences are thought to fuel crime in a variety of ways.
They may be used as a justification for property crime,
portrayed as a kind of informal redistribution mechanism
in street discourse. Young males in particular may resent
the way their relative poverty reflects on their manhood,
and so default to less complicated demonstrations of vi-
rility: violence and sexual aggression. The two dynamics
may become combined, as street gang members see
violent acquisitive crime (such as robbery and extortion)

Map 1:

Slovakia

Austria

Slovenia

Italy

Share of shadow economy in GDP in 2002/2003 (DYMIMIC and Currency Demand Methods)

Greece

Moldova

FYR Macedonia
Turkey

Source: Schneider, 2004




Figure 6: Workers remittances as a share
of GDP in 2004
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and violent enterprise crime (such as street drug deal-
ing) both as a path to self-enrichment and a means of
asserting their masculinity.

National income inequality levels, as measured by the
Gini Index, are generally quite moderate in the region,
less egalitarian than Norway but more so than the Unit-
ed States (Figure). This is also likely a product of the
socialist past, and is likely to change as free markets
enhance social divisions. In addition, these gross indica-
tors may not capture the emergence of small elites with

Figure 8: Share of the population over 15
that is literate
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Figure 7. Human Development Index (HDI)
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large off-the-books incomes. But for the present, most
South East Europeans live under similar circumstances
as their neighbours.

In addition to material deprivation and a sense of so-
cial injustice, the idleness associated with high levels
of unemployment may contribute to criminal activity.
Young men who see no legal prospects for themselves
to become independent of their parents, or to acquire
the status symbols so important to youth, may find crimi-
nal activity to be relatively attractive. Despite economic

Figure 9: Share of eligible secondary students
who are enrolled
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Figure 10: National scores on the Trends in Interna-
tional Mathematics Study in 2003
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growth, unemployment rates are high throughout the re-
gion, and in most states, the situation has not improved
much in the past decade (Figure). Romania is the only
country with an unemployment rate below EU-25 aver-
age. In the last few years, however, the largest contrac-
tion in workforce was in Romania, while Bulgaria was
the only country with a net increase in employment lev-
els.” There is concern that an inflow of returnees would
further exacerbate this problem in some countries.

Figure 11: Life expectancy at birth in 2005
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Figure 12: Gini Index (0O=equality, 100=inequality)
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Unemployment rates are estimated at over one third of
working force in Bosnia and Herzegovina, the former
Yugoslav Republic of Macedonia and Kosovo (Serbia).
Throughout the region, the youth are generally the hard-
est hit by unemployment. In South East Europe, youth
unemployment was higher than general employment in
the Serbian province of Kosovo (1.5 times higher), Alba-
nia (1.9 times higher), Croatia (three times higher), Ser-
bia and Montenegro (three times higher) and Romania
(3.6 times higher).® The EU average is two times high-
er2'Thus, as is the case in most regions, unemployment
in South East Europe may disproportionately affect the
population group most at risk of criminality. Unemploy-
ment may be particularly frustrating for people in this
region given the generally high level of education. In
Montenegro, for example, 80% of unemployed people
have completed their secondary education.?

But, depending on how they were derived, the official
figures can be deceptive. All of these countries have
a large number of internally displaced persons and
refugees,® and, as discussed above, high levels of par-
ticipation in the informal economy. In Bosnia and Herze-
govina, over 50% of the total economy is believed to be
informal, suggesting unemployment may be substantial-
ly less than that the official figures would indicate. Even
within the formal sector, many workers may operate “off
the books”, in order to continue to collect benefits and
to avoid paying taxes. Finally, as also discussed above,
many households are supported by remittances from
abroad, so unemployment may not be indicative of eco-
nomic stress on the household.



Figure 13: Percentage of workforce unemployed,
latest available year
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Urbanisation

Urbanisation is a factor often associated with high crime
rates. For a variety of reasons, urban areas generally
suffer from more crime than rural ones, and the greater
the share of the population that is urbanised, the greater
the share that is exposed to this risk. The countries of
South East Europe are far less urbanised than the West-
ern European norm. This may also serve as a protective
factor against the kinds of crime experienced in urban
areas.

But even more significant is the rate of urbanisation.
Rapid urbanisation, especially in the context of under-
development, can contribute to social stress, as poor
cities are rarely equipped to deal with the influx, and
squatter areas, notorious for their insecurity, may grow.
Here, there is considerable variation between the coun-
tries of the region. The less developed countries (Alba-
nia, Bosnia and Herzegovina, and the former Yugoslav
Republic of Macedonia) are experiencing annual urban
growth rates of more than 1%, but, with the exception
of Albania, this is still less than the global average of
about 2%. In contrast, Bulgarian and Romanian cities
are actually shrinking.

Albania is exceptional in its urban growth rate. The ur-
ban population of Albania, according to the 1989 cen-
sus, amounted to 36% of the total population. Five years
later, in 2004, it had grown to 45%.% The size of the city
of Tirana approximately doubled in the decade between
1993 and 2003, % and continues to grow apace.?®
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Figure 14: Percentage of workforce unemployed
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Criminal justice capacity

The criminal justice system represents the premiere —
and in many regions, the only — response of the state
to crime. Where the system is weak, it is unable to help
deter crime, incapacitate offenders, or rehabilitate con-
victs. Poorer countries may be unable to invest as much
in the police, justice, or prisons as rich ones, and this
may leave them relatively vulnerable to crime. Well re-
sourced criminal justice systems are not necessarily fair

Figure 15: Percentage of young people (under 25)
unemployed in 2004
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Figure 16: Percentage of total population that was
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urban in 2005
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or efficient, but without sufficient resources dedicated to
responding to crime, criminals experience a large de-
gree of impunity, typical of high crime regions.

Based on the raw personnel numbers, South East Eu-
rope does not suffer from an under-resourced criminal
justice system. The countries of this region were be-
queathed by the communist regimes with more than
adequate security coverage. In contrast to many other
regions, police work was prestigious and well-resourced
under all of the communist regimes in the Balkans. Most
of the internal security operations were internationally

Figure 18: Population of Tirana, 2001-2005
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Figure 17: Urban growth rate in 2005
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recognised for their efficiency in gathering intelligence
and executing the will of the state. In fact, most coun-
tries had to scale down their police forces as the gov-
ernments began to rationalise and adjust to market
economies, and this trend continues in some instances.
Albania, for example, reduced its police personnel from
some 12,000 to about 9700 members in late 2007.%

Despite these reductions, it does not appear that South
East Europe is presently deficient in terms of police
coverage (Figure). Albania, with all its fiscal challenges,
has had more police per capita than much of Western
Europe, while Croatia’s coverage exceeds that of well-
policed societies such as Singapore. Although an anom-
alous case (and not strictly comparable), Kosovo (Ser-
bia) probably has the highest concentration of security
personnel in the world. The province, with an estimated
population of about two million, has between 7100 and
9100 national police, about 2000 international police,
and some 16,000 foreign military personnel, many of
whom engage in border control and other operations
that might otherwise absorb police resources.® In po-
lice terms alone, this is about 550 police per 100,000
citizens, or 1350 security personnel per 100,000. Only
61% of the Kosovo population is 15-64 years old®*" and
about half are female, so the ratio is close to one secu-
rity officer for every 22 adult male inhabitants. While it
would be unfair to compare this broader figure to police
personnel alone, the military personnel in Kosovo do
play an internal security role, so the level of coverage
is striking.

The countries of this region also have more prosecutors
per capita than Western European countries. With the



Figure 19: Police per 100,000 citizens, 2003 or 2004
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exception of Albania and Moldova, the same is true of
judges. Inefficiency and incompetence can undermine
the performance of even the best resourced systems,
however. Many international and governmental organi-
sations have published reports of serious problems in
this regard in the Balkans. In particular, justice has often
been identified as the weak link in the response to crime
in South East Europe, as judges are believed to be sub-
ject to political influence and corruption (Box).

To assess the criminal justice actors in South East Eu-
rope, some reference must be made to internationally
recognised indicators. The share of reported crimes that
ultimately result in a conviction is often used as a per-
formance indicator for both the police and prosecution
services. The conviction rate for murder cases is high,
even for inquisitorial systems, in most of the countries
in the region. Bulgaria is an exception, where less than
half the recorded murders ever see a conviction, and
the EU recently noted that the prosecution of alleged
contract killings is still insufficient in this country.® While
excessively high conviction rates may be indicative of
inadequate protections for the accused, these figures
show that a murder committed in South East Europe is
likely to draw a decisive state response. This may not be
true of all other offence categories, however.

Conviction rates can be deceptive if these convictions
are overturned on appeal. For example, in the Court of
Bosnia and Herzegovina, of the prosecutions brought
by the Special Department for Organized Crime, some
95% of trial convictions entered in the last three years
have been overturned on appeal — either being reversed,
revoked or modified to the advantage of the convicted —

The Balkans do not fit the profile of a high crime region
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Figure 20: Prosecutors per 100,000 citizens,
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while nearly 100% of acquittals have been confirmed.
The reasons for this are unclear, but could include: cor-
ruption; inexperience on all sides; pressures being ex-
erted upon members of the judiciary; fears of being cited
to the European Court on Human Rights; adhering to
prior (overly restrictive) practice interpretations; or some
combination of these factors. It may also be that some
of the cases should not have been confirmed at the in-
dictment submission phase, or that the prosecutors did
not know how to present their evidence in some of the
cases. Whatever the case may be, the fact that very few

Figure 21: Judges per 100,000 citizens,
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organized crime cases result in incarceration indicates
the system is not working well at present.®

Another traditional indicator of criminal justice efficiency
is the share of prisoners who have not yet received a
sentence. Since these people have not yet been found
guilty of anything, this share should ideally be kept to
a minimum through speedy trials and a functioning bail
system. Inefficient criminal justice systems tend to gen-
erate considerable case backlogs, and accused people
often wait years before their case is resolved. Aside from
the injustice to the accused, this delay causes substan-
tial problems for the corrections system, particularly in
the form of overcrowding. Overcrowding undermines the
prospects of rehabilitative work, and poses health and
safety risks to both prisoners and corrections staff.

On the face of the numbers, South East Europe does
not appear to have this problem. In most of the countries
of this region, the share of the prison population that
has not yet been sentenced is lower than the Council of
Europe average. Partly as a result, most countries have
prisoner to population ratios close to or below the Coun-
cil of Europe average, and adequate space for prison-
ers (Figures). A prison is considered overcrowded when
operating at about 115% of capacity —about 10% of pris-
oners are being processed into or out of custody at any
given time. By this criterion, only Croatia, Albania, and
possibly Bulgaria suffer from overcrowding.® A number
of countries have made significant progress in reducing
prison occupancy rates. Prisons in Bulgaria, for exam-
ple, were running at 123% capacity in 2004 and 194%
capacity in 2005, as compared to 116% in 2006.%

These figures say nothing about possible issues like
inadequate remuneration, corruption, impunity for well
connected criminals, outdated or inadequate equipment
and infrastructure, police brutality, inadequate protection
for the accused, or inhumane prison conditions. They
also do not reflect on the benefits that could be gained
by enhancing organised crime investigative ability, either
through training or state-of-the-art equipment for surveil-
lance and the like. But they do suggest that, in terms
of raw capacity, most of the countries of this region are
adequately equipped to respond to crime, which places
them at an advantage over many regions facing crime
challenges.

Poor ground for crime

In summary, if we knew nothing else about the region,
South East Europe is not the sort of place high crime
rates would be predicted:

* For most countries, only 7% to 8% of the population
falls into the highest risk demographic group (males
between the ages of 15 and 25).

Justice — the weak link?

The judicial systems of South East Europe are rooted in
a wide range of legal traditions, but most are essentially
inquisitorial, as opposed to adversarial, in their criminal
justice systems.® This means that a single judge directs
or is largely responsible for the investigation once an
individual has been arrested. Recent reform has moved
these systems towards a mixed inquisitorial/adversarial
position, where the public prosecutor, often assisted by
a judicial police service, takes the lead in the investiga-
tion of an offence.®® But the ability of judges to initiate
and terminate criminal investigations represents a point
of vulnerability to corruption in the region.

Historically, the judiciary has been subordinate to the ex-
ecutive in many countries in the region, and while reforms
have been made, this legacy has not been entirely over-
come. In Serbia, for example, the judiciary is still believed
to be affected by political influence,* and the American
Bar Association notes that “judges over the years have
developed an acute ability to sense the wishes of the rul-
ing power and to act in a way that avoids conflict and
curries favour with such forces.”35 This may result in a
reluctance to prosecute prominent suspects with estab-
lishment links.%®

The judicial appointment process has also been the sub-
ject of reform. In Bulgaria, the Supreme Judicial Coun-
cil has, in the past, appointed minors and relatives of
prominent jurists as judges.®” Prosecutors are considered
magistrates and serve on the Supreme Judicial Council
responsible for appointing judges, creating a closeness

that might be deemed unhealthy.

In addition, as with many areas of public administration
in the Balkans, the system is inefficient. In Croatia, the
number of pending cases was 1.23 million at the end of
2006. This is despite the fact that, at 1,935 judges and
248 courts, Croatia is under pressure to rationalise its
justice system.*

Corruption is believed to be widespread. Trial monitors
in Albania, for instance, have documented numerous in-
stances of judges accepting money and other consumer
items from accused persons in return for a diminished
sentence or favourable court decision.*’ In Bulgaria, some
60% of people surveyed in November 2005 believed that
nearly all or most judges are involved in corruption.*
Overall, the judiciary was rated the most corrupt sector
society in South East Europe in the 2006 Transparency
International Global Corruption Barometer survey, earn-
ing poor scores in Bulgaria, Croatia, and the former Yu-
goslav Republic of Macedonia.*?

e
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¢ While income levels are lower than in Western Eu-
rope, most of the people of South East Europe do not
face life-threatening poverty.

e Wealth is distributed relatively evenly within South
East European societies.

e Many countries in the region are highly rural and
rates of urban growth are moderate.

Figure 22: Share of prisoners who were
un-sentenced on 1 September 2005
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e Criminal justice systems are generally adequately
staffed and, apparently, efficient in processing mur-
der cases, at least.

There are exceptions to these generalisations. Albania
is younger than the rest of the region and is experienc-
ing rapid urbanisation. Moldova is considerably poorer,
younger, and less developed than any other country in
South East Europe.

Figure 23: Prisoners per 100,000 population on
1 September 2006
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Figure 24: Percentage of prison spaces filled on 1 September 2006
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Income distribution is less even and unemployment is
higher in the former Yugoslav Republic of Macedonia
than in the other countries. Bulgarian conviction rates
for murder are disturbingly low. Any one of these factors
could have an impact on local crime rates.

Overall, however, there do not appear to be any deep
structural reasons why this region should experience
high rates of crime. The following section looks at the
way crime manifests itself in terms of the local crime
statistics.



The Balkans do not have
a conventional crime problem

The previous section argued that South East Europe
should not suffer from high levels of crime, based on
the socioeconomic correlates of crime. This section sug-
gests that, in fact, South East Europe does not suffer
from high levels of crime, at least not in terms of the
conventional crime statistics or the available survey
data. This simple fact is often omitted from discussions
of crime in the region.

Many forms of crime are not captured in the convention-
al crime statistics. Detection of most kinds of organised
crime, for example, is almost entirely reliant on the proac-
tive work of the police. The extent of organised crime in
the region, its causes, and its links to corruption, are all
topics discussed in subsequent sections of this report.
But it appears that in terms of conventional crime (such
as murder, assault, rape, domestic violence, robbery,
theft, etc.), South East Europe is relatively safe.

The measurement of crime is controversial. The number
of crimes reported to the police do not give an accurate
representation of the level of crime in a society. There
are many reasons people do not report crime to the po-
lice, one of the most important being that it is simply not
worth the effort given the results expected. As a result,
many forms of property crime, such as the theft of un-
insured items, are highly underreported, as victims are
rarely able to identify the perpetrator and hold little hope
of recovering their goods. Since high levels of crime
tend to erode confidence in the police, levels of report-
ing should be lowest in precisely those countries where
the problem is worst. Consequently, the highest total re-
corded crime rates in the world are generally in highly
developed countries known for their safety, where peo-

ple report even relatively minor incidents due to a sense
of civic duty and high rates of insurance coverage.

There is one form of crime, however, that almost always
comes to the attention of the police: homicide. There are
many reasons for this. The death of a person is an event
of considerable legal importance, involving a range of
administrative actors, from insurance agents to welfare
officials to those in charge of the hygienic disposal of
bodies. For many of these interests, the cause of death
is important. Dying people are often given medical atten-
tion, and medical professionals draw conclusions on the
cause of death. When these are suspect, such as bullet
wounds, these concerns are registered. Surviving family
members may demand attention for these cases. Based
on these combined inputs, most suspected murders are
registered as such, although there may be some under-
count in countries where state control over territory is
limited or where strong cultural or political factors favour
concealing violent deaths.

In contrast, non-lethal violence is generally highly under-
reported. Domestic violence, drunken brawls, gang skir-
mishes — unless the wounds require immediate medical
attention and cannot be passed off as accidental, most
of these forms of assault go undetected. As a result, the
homicide figures provide the best single indicator of the
violent crime situation in a country.

But even murder figures can be misleading when used
for cross-national comparison. Definitions of crime vary
greatly between countries. Even for what seems like an
easily defined offence, such as murder, definitions vary
widely. Murder is a crime of intent, and the determination
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Figure 25: Police recorded rates of murder per 100,000 citizens
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of intent is a matter of judgement, not fact. Killings per-
formed in self-defence or the defence of others (includ-
ing most killings by police) are not registered as mur-
ders. Killings that occur by accident vary in culpability
depending on the degree of negligence of the perpetra-
tor — freak accidents are less blameworthy than acts of
wanton recklessness. In many jurisdictions, attempted
murder is considered equal to the completed act; the
would-be killer should not be treated differently simply
because he failed to do what he intended. The way
these intent issues are understood varies substantially
between jurisdictions.

The UNODC attempts to overcome some of these diffi-
culties through its periodic crime trends surveys, or CTS.
A questionnaire is sent to all United Nations Member
States giving standardised definitions of each crime type
and asking the respondents to fit their crime figures into
the appropriate categories. This is a difficult exercise, but
it does provide a better basis for comparison than the fig-
ures published by the national police forces. Many coun-
tries respond to the survey sporadically, and much of the
data are somewhat dated. Still, the standardised homicide
figures are the single best comparative indicator available
for gauging the severity of national crime problems.

Murder

A quick look at the most recent European murder figures
reported in the CTS show that while some countries in
South East Europe are more violent than the Western
European norm, many are not, and their murder rates
are by far the lowest in Eastern Europe. Moldova had
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Source: UNODC CTS 2004 or most recent available CTS data

the highest rate in the region in 2002, but it is the lowest
of the European former Soviet Socialist Republics for
which data are available. Albania’s 2002 murder rate of
six per 100,000 was about the same as the United States
at the time. Among the less violent countries in the re-
gion, Croatia has a lower murder rate than the United
Kingdom. The former Yugoslav Republic of Macedonia
had less homicide per capita than Portugal or Sweden.
Romania was safer than Finland or Switzerland.

Standardised definitions are also applied by the compil-
ers of the European Sourcebook of Crime and Criminal
Justice Statistics. Similarly to the CTS figures, these sta-
tistics show most have murder rates at or below the Euro-
pean average. In addition, Bulgaria, which scored above
average in the CTS standings based on dated data,
shows a consistent decline in recent years. Only Albania
stands out as having a relatively high murder rate.*

Another source of standardised murder figures are the
public health statistics, as compiled by the World Health
Organization. These figures support the contention that
homicide levels are not high in the region. For the bulk of
the countries, they are slightly higher than in most West-
ern European countries, but significantly lower than in
Eastern European countries. The figures also suggest
that countries not available in the CTS data set (Serbia
and Montenegro, Bosnia and Herzegovina) are similar
in their levels of homicide to the other countries of the
former Yugoslavia. As in the European Sourcebook fig-
ures, limited time series data suggest rates of murder in
Bulgaria are in decline.

So, based on at least three independent standardised
data sources, it seems that murder rates, the single
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Figure 26: Public health rates of murder per 100,000 citizens
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most reliable crime indicator, are relatively low in South
East Europe. In addition, limited time series information
within these data sets also suggest that the situation
may be getting better. For time series analysis, though,
we have an additional data source: the police statistics
of the national governments of this region.

While comparing non-standardised national police data
can be misleading, they are very useful for discussing
trends within countries, so long as the legal definitions of
crime and data collection methods do not change over
time. Absent evidence that officials are increasingly ma-
nipulating the data, trends in the police homicide figures
should reflect real trends in the incidence of murder. In
all of the countries in South East Europe for which ex-
tended time series data are available (Moldova, Albania,
Croatia, Romania, Bulgaria, and Serbia — comprising
most of the population of the region), homicide has been
in decline in recent years.

Moldova

Moldova’s murder statistics are the worst in South East
Europe, according to all standardised sources. But these
are based on figures from the early 2000s, and, accord-
ing to the national statistics, there has been a dramatic
reduction in the number of murders since that time, from
413 murders in 2000 to 268 in 2005. Even taking into
account Moldova’s shrinking population, this translates
into a sharp reduction in the murder rate.

Albania

The murder rates cited for Albania in both the criminal
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Figure 27: Intentional homicide per 100,000 in

Moldova 1998-2005
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justice and public health data discussed above refer
to data at least five years old. In the years that have
passed, according to the Albanian Ministry of Public
Order, things have improved considerably. According to
the official statistics, murder rates declined by two thirds
between 2001 and 2006, from six per 100,000 to two per
100,000. The number of murders committed in Albania
in 2006 is only 5% of what it was after the collapse of
government in 1997.

Concerns have been expressed about possible under-
recording of crime in Albania. According to the 2007
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Figure 28: Albanian murder rates 1992-2006
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Progress Report by the European Commission, “Po-
lice capacity for... accurately recording crime remains
weak.”® But even if only half or a third of the murders
were being captured, the overall murder rate would still
be low. And unless the share of un-recorded murders is
increasing, the downward trend would be the same.

Croatia

According to Croatian police statistics, murder in that
country has been in decline over the last nine years,
starting from a very low base. If the national police fig-

Figure 29: Croatian murder rate
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Romania, 1990-2004
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ures were comparable to the standardised figures, the
murder rate in Croatia would be currently about one
third of the European average, close to that of Japan. In
2006, the police recorded just 68 murders, in a country
of some 4.5 million people.*

Romania

Romania’s murder rate has not been high in the last
15 years and appears to be in a general decline. Since
1998, it has settled at a level that, on its face, appears to
be about average for Europe.

Figure 31: Intentional homicide per 100,000 in
Bulgaria 1985-2006
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Figure 32: Intentional homicides in Serbia
2004-2006
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The rate of murder in Bulgaria declined steadily from
its peak in 1994, from almost six per 100,000 to a third
of that today. In 2006, the rate is the lowest it has been
since 1987, when the country was still under authoritar-
ian government. If these figures were comparable, this
would be well below average for Europe. A large share
of these murders were contract killings: around 10% be-
tween 2003 and 2005, declining to 7% in 2006.*

Serbia

Homicides in Serbia appear to have been in decline for
some time. From peaks in 1994 and 1997, the murder
rate has dropped by two thirds. Official figures from the
last three years are unbelievably low, with fewer than
100 murders in 2006, giving Serbia a rate of less than
one murder per 100,000 citizens.

Murder rates in the province of Kosovo have also been
in decline, dropping by 75% in five years. Based on
population projections from a 2001 estimate made by
OSCE (2.4 million), the police recorded rate today is un-
der three per 100,000. As in Albania, there may be some
under-reporting, and according to the 2007 Progress
Report on Kosovo by the European Commission, “The
format and the content of key crime data are inconsist-
ent at regional and central level.”® But the Kosovo Police
Service is receiving highly competent help from interna-
tional experts, and it is unlikely that many murders are
missed, given the proliferation of security personnel. If
anything, the rate of under capture should be declining,
meaning the nominal decline could actually be conceal-
ing an even more dramatic decrease.

The Balkans do not have a conventional crime problem
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Figure 33: Intentional homicides in Kosovo (Serbia)
2000-2005
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Figure 34: Regional murder count
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In summary, available data suggest that murder rates in
South East Europe (with the likely exception of Moldo-
va) are comparable to those found in Western Europe,
and decreasing all the time. In fact, combining the data
from Moldova, Albania, Romania, Croatia, Bulgaria, and
Serbia, the number of murders in the region essentially
halved between 1998 and 2006 (Figure).

This dramatic, cross-national trend calls out to be ex-
plained. There may be some basis for questioning the
capacity of some of the poorer countries in the region
to collect reliable national statistics, but even if only half
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Figure 35: Share of crime victims reporting the Figure 36: Total recorded robbery and assault vic-
incident to the police timisation rates per 100,000 adjusted for
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the murders committed were recorded, the rates would
remain relatively low. And this possible deficiency would
not explain the fact that every single country for which
published time series data are available is showing the
same downward trend. All the countries of the region
are under pressure to show progress in fighting crime,
but, given that the press, opposition parties, and the in-
ternational community are vigilant in most, coordinated
misdirection of the scale necessary to change the over-
all picture is highly unlikely. The only conclusion that can
be drawn is that South East Europe is one of the safer
areas of the world, and that progress is being made in
making the region even safer.

Under-reported crimes

In contrast to murder, other forms of crime are subject
to substantial under-reporting. The best way to directly
assess the prevalence of these under-recorded crimes,
as well as the extent of under-reporting is through victim
surveys, such as those carried out under the aegis of
the International Crime Victims Surveys (ICVS).

Data gathered from crime victim surveys in the region
suggest that while rates of reporting robbery and assault
have historically been less in South East Europe than
in West Europe, they have not been drastically so. In
West Europe, over three-quarters of all burglary victims,
about a half of all robbery victims and a third of all as-
sault victims polled said they reported the crime to the
police. In South East Europe, two-thirds of all burglary
victims, some 38% of robbery victims and a quarter of
assault victims said they had reported the crime.

Source: CTS and ICVS, various years

Adjusting the CTS figures for these under-reporting
rates, West Europe is seen to have over twice the bur-
glary, over four times as much assault, and 15 times as
much robbery as South East Europe. In order for under-
reporting to explain this difference, reporting rates in
South East Europe would have to be miniscule — about
3% for robbery, for example. While making this compari-
son requires using CTS and ICVS data from different
years, there can be little doubt that robbery, and prob-
ably burglary and assault, are more common in West
Europe than in South East Europe.

These police recorded figures are backed up by the sur-
vey data, which show South East Europe has less crime
than West Europe in every crime category except fraud
and corruption. Only 2.6% of respondents in the latest
ICVS in South East Europe said they had been expe-
rienced burglary in the previous year, 1.4% had been
robbed, and only 0.8% said they had been assaulted,
compared to 3.1%, 2% and 2.3% respectively in Western
Europe. Burglary, robbery and assault are not unique in
this respect. Both CTS and ICVS data show that South
East Europe has less crime than West Europe across
crime types. This fact is also reflected in other survey
data. A 2006 survey in Kosovo found that only 2% of re-
spondents mentioned “fighting crime” when asked about
the biggest problem facing their municipality,®® and an-
other survey in Kosovo found that the major crime con-
cerns of respondents were: speeding, bad driving, drunk
driving, burglary, illegal weapons, vehicle theft, assaults,
organized gangs, prostitution, drugs, property crime, do-
mestic violence and vandalism.®
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Figure 37: Vehicle thefts per 100,000 vehicles
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Source: UNODC CTS, 2004 or most recent CTS data; World Bank World Development Indicators 2006

have different levels of vehicle ownership. For example,
there is slightly more than one motor vehicle for every
two people in the United Kingdom, but only one for every
14 people in Moldova and Albania. Countries with more
vehicles present more opportunities to steal and a larger
market for their re-sale.

Figure 38: Share of respondents who have
suffered each crime in the previous
year
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Even taking this into consideration, and expressing the
number of vehicular thefts in terms of the number of
vehicles present in the country rather than the number
of people, most countries in the region still display very
low rates of vehicular theft by European standards
(Figure). Very similar figures can be derived from the
European Sourcebook data. The number of cars stolen
in countries like Bulgaria, which used to have a very
serious problem and still leads the region, are currently
just over one quarter of their level in the mid-1990s
(Figure).® While this finding cannot be generalized to
all forms of property crime, it gives credibility to the as-
sertion that property crime in this region is rather low.
The low rate of vehicular theft in the region does not
exclude the possibility that large numbers of stolen ve-
hicles are imported into the region, and those who pos-
sess stolen vehicles are probably less likely to report if
these vehicles are stolen again.
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The single best reported property crime universally is
vehicular theft. This is because these assets are gener-
ally insured, and, even if they are not, represent a high

Violence against women and children

value asset that can be identified with documented serial
numbers. The recovery rate for stolen vehicles is often
high, even in developing countries, so there are strong
incentives to report. Used comparatively, vehicular theft
rates can be misleading, however, as different countries

One area of crime that is typically under-reported is vio-
lence against women and children. These crimes occur
everywhere, and South East Europe is no exception, but
the available data suggest that the problem is not as
severe in this region as it is in some other parts of the
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Figure 39: Number of vehicles reported stolen in Bulgaria
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world. Given the high rates of under-reporting, the best
way of gauging the extent of the problem is through spe-
cialised survey work.

One key problem with domestic violence survey re-
search is that data are rarely comparable between
countries, due to differences in the ways questions are
phased and in survey methodology.” The most impor-
tant exception is the 2005 World Health Organisation
Multi-country Study on Women’s Health and Domestic
Violence against Women, which included comparable
surveys in 10 countries. In South East Europe, the city
of Belgrade participated. It consistently ranked among
the bottom two regions across indicators of the preva-
lence of domestic violence (Figure). While many victims
may be hesitant to discuss domestic violence in a sur-
vey context, there is no reason to believe that women in
Belgrade would be more hesitant than women in other
cities in this regard.

Other data suggest that these low levels of domestic vi-
olence are found throughout the region. The WHO study
found that just over a fifth (24%) of women surveyed in
Belgrade had experienced violence at the hands of an
intimate partner in their lifetimes, which was the second
lowest rate in the study, after Yokohama. Other recent
studies in the region have produced similar figures of
lifetime exposure, although, strictly speaking, these fig-
ures are not comparable across countries due to meth-
odological differences. In Moldova, 22% of women in
Moldova reported having been abused by a partner or
former partner at some time in their lives.® Figures of
24% of women in the former Yugoslav Republic of Mac-
edonia, 21% in Croatia, and 23% in Bosnia and Herze-

Source: Data provided by the Center for the Study of Democracy

govina are also to be found in the literature.”

Albania appears to be exceptional in this regard. In one
study, 37% of women surveyed in Tirana reported at least
one episode of spousal violence in the past year.”" Addi-
tionally, some 8% of child carers in Albania indicated that
they made use of ‘severe physical punishment’ against
children aged two to 14.”? The 2002 Public Health and
Health Promotion Strategy of the Albanian Ministry of
Public Health states: “violence at home (almost always
against women, children or older people) and the abuse
of people in institutions often goes unreported and uncor-
rected.””™ Some 80% of health care workers surveyed in
Albania reported that they had failed to register at least
one gender-based violence case, and that of those that
did, 46% did not register the cause of violence.’ Legisla-
tion has been passed requiring various institutions and
caregivers to report this crime, however.”

Low levels of conventional crime

The discussion above shows that the crime statistics in
the region are generally low, lower in many instances
than in West Europe:

e Murder rates, the most reliable crime indicator, are
comparable to those of Western Europe, and much
less than those of the CIS countries. Moldova has
the highest rates of murder in the region, and the
lowest rates among the CIS countries, according to
the CTS.

* Long-term trends show that murder rates are declin-
ing in every country in this region for which data are
available, in some cases quite dramatically in recent
years.
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Figure 40: Share of women who have experienced violence by an intimate partner in the last 12 months
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e Based on both survey and police data, South East
Europe has less assault, robbery, rape, burglary, and
car theft than West Europe. This fact cannot be eas-
ily explained away by under-reporting.

e Surveys suggest that crimes against women and
children not especially prominent in this region, with
the possible exception of Albania.

To those who have worked or lived in the region, these
findings may come as no surprise. The problem in South
East Europe is organised crime, not conventional crime.
Still, to international observers, it is remarkable that or-
ganised crime could flourish in an environment where
conventional crime is so low. Many forms of organised
crime are reliant on violence, or at least the credible
threat of violence. Organised crime in South East Eu-
rope must be organised crime of a very special type.
Just what makes Balkan organised crime special is the
subject of the following section.







The real problem:
Organised crime and corruption

If South East Europe does not fit the profile of a high
crime area and does not, according to the crime sta-
tistics, have a particularly serious crime problem, why
have crime issues figured so prominently in discussions
of the region in the past?

The issue that makes headlines in South East Europe
is not conventional crime (as manifest in the common
law crimes of murder, rape, robbery, burglary, theft, and
so forth) but organised crime, and in particular the role
that groups from South East Europe have played in or-
ganised crime in West Europe. This problem needs to
be distinguished from the impact that organised crime
has had on the region itself, although the two issues are
related. Both are discussed in the following sections.

Organised crime is difficult to define.” The term is used
to distinguish more systematic and sophisticated forms
of illicit enterprise from conventional criminality. It en-
compasses a wide range of profit-motivated criminal
activities, particularly transnational smuggling. In some
manifestations, however, organised crime also has a
domestic focus, profiting from protection rackets, em-
bezzlement or fraudulent acquisition of state funds, and
regulation of local vice markets.

There are a number of reasons why this region is vulner-
able to organised crime rather than conventional crime.
As noted in section 1.1 above, income inequality is not
egregious in the region because of the socialist past.
But due to the high levels of international mobility and
large diaspora populations that characterise the region,
it might make sense to look at inequality from an inter-
national, rather than a local, perspective.

Transnational inequality

A good share of South East Europeans live outside
South East Europe, at least seasonally, and may base
their sense of relative deprivation on experiences
abroad, rather than in their home countries. There are
many well-established pockets of South East Europe-
ans scattered around the world, comprised of people
who fled during two World Wars and communism. Since
the end of the Cold War, South East Europe has sent
several additional outflows of migrants to the West,
where there has been great demand for unskilled and
semi-skilled labour. Some went under official guest
worker programmes, some went illegally. This migration
was greatly enhanced by the conflict that afflicted the
region. Following the conclusion of the war, many peo-
ple returned home, and, today, many workers engage in
seasonal or circular migration. The result is both a large
and permanent South East European diaspora in West
Europe and beyond, and a revolving population of those
who make their money in the West (especially Greece,
Spain, and Italy) and bring it home to the region.

A total of 720,000 Albanians are estimated to have emi-
grated between 1989 and 2001, the vast majority to Italy
and Greece.”” The number of Albanians permanently or
temporarily resident in Greece, Italy, the United States,
and Germany was estimated, in 2001, at 438,000,
173,000, 45,000 and 12,000 respectively.”® In 2005,
the Ministry of Interior of Greece placed the number at
362,472.” Between 1992 and 2002, some 800,000 per-
sons are estimated to have left Romania for Western
European countries, the United States and Canada.®
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Figure 41: GDP per capita (PPP US$)
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A 2005 survey revealed that around nine percent of
Romanian households had one member abroad at any
one time, amounting to some 850,000 people.® Bulgar-
ia experienced an outflow of around 474,000 persons
between 1988 and 1993, primarily of Turkish-speaking
Bulgarians to Turkey, but matched emigration with immi-
gration between 1994 and 1999.% It is also a prominent
source of labour migrants. As of 2002, some 600,000
Moldovans are estimated to be outside of the country.®
In 2005, an estimated 190,000 persons from Serbia or
Montenegro were outside of the region as a result of ref-
ugee or asylum seeking status alone, 100,000 of which
were resident in Germany.# Some 300,000 Bosnians
live abroad.®

As a result, there are plenty of people in South East
Europe who know how the other half lives, and the in-
come differences are stark. Croatia, the richest country
in South East Europe, has per capita income levels that
are not much better than South Africa, and in Albania,
income levels are less than half as high. At least in terms
of the officially recorded economy, Moldova’s per capita
income is less than Haiti’s. Even within Central and East
Europe, the inequalities are striking. The Albanian GDP
per capita adjusted for purchasing power parity is less
than one sixth that of Austria. These regional contrasts
are not new, and have been evident historically. In the
time period 1996-1999, 22% of the Bulgarian and 23%
of the Romanian population lived on less than US$4
per day. In Slovenia and Hungary, in contrast, the cor-
responding proportion was less than 1%.%¥ As noted
above, income figures in this region can be deceptive
in light of unrecorded remittances and a large informal
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economy. Still, the wealth differential is there, and peo-
ple in the region are well aware of it.

As Section 1.1 argued, inequality can feed criminality,
and since local income levels have been very even (a
legacy of communism), this serves as a protective fac-
tor against conventional criminality. Since everyone ex-
periences similar economic challenges locally, there are
few obvious targets for acquisitive crime or expressive
violence. It stands to reason that stark international in-
equities would, in contrast, promote transnational crimi-
nality, which requires some degree of organisation. The
presence of diaspora populations in the richer countries
facilitates this process.

Geographic vulnerability

Also key is the geographic placement of the Balkans.
Throughout history, South East Europe’s position be-
tween the markets and powers of the East and the West
has been both a blessing and a curse. From the middle
ages, South East Europe represented a kind of a rural
buffer zone between competing interests, which gave
it great strategic importance but generated few incen-
tives for its development. Even when these powers were
at war, trade continued, and one of the region’s main
sources of income has always been its borders. But it
remained a place to be passed through for the great
powers, important mainly as a shield and a conduit.

In more recent times, the region has become a transit
zone for a wide range of criminal commerce, from the
flow of counterfeit goods to the trade in human beings.
Most importantly, South East Europe has had the mis-
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fortune to be placed between the world’s main supply of
heroin and its most lucrative destination market. Due to
sources of supply and demand located entirely outside
the region, the region was destined to suffer the effects
of being a transit zone for contraband.

These geographic vulnerabilities are important, but the
particular character of organised crime in the Balkans
was greatly influenced by the dramatic political events
that have shaken the region in the last few decades.
The successive shocks of communism, conflict, and the
transition to democracy have created great opportuni-
ties for organised crime groups, both within the region
and in the diaspora. The following section traces some
of these developments.

The origins of organised crime

In some other important drug transit zones, such as Cen-
tral America and the Caribbean, trafficking is reflected in
high levels of violence, but this does not seem to be the
case in the Balkans, where the value of the heroin flow
exceeds that of some of the national economies of the
region. What is it about South East Europe that allows it
to provide passage to such significant contraband with-
out attendant violence? The section below argues that
organised crime groups in the region have taken advan-
tage of the historical shocks of transition and conflict to
create links to some members of the commercial and
political elite. These links have ensured that select Bal-
kan organised crime groups have traditionally encoun-
tered little resistance from the state or rival groups.

The emergence of well-connected criminals is not a
problem unique to the Balkans, however. Similar trends
can be seen in many countries recovering from periods
of totalitarian rule or local wars. What is unusual about
South East Europe is that it has recently experienced
both: it underwent the transition to democracy at the
same time that an especially violent conflict was being
waged in the region. The simultaneous impacts of these
tectonic shifts in the socio-political landscape — both of
which have been independently associated with rising
crime — gave Balkan organised crime the distinctive
character it has today.

First, the transition from communism or other forms of
totalitarian rule to democracy has been shown to in-
crease vulnerability to the growth of organised crime. An
early analysis of this phenomenon suggested at least
five reasons for this:

* Problems associated with the diminished capacity of
law enforcement agencies undergoing reform;

e Criminal opportunities associated with changes in
the regulation of economic activity;
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e An immediate deterioration in the economic circum-
stances of many;

e The incomplete nature of some economic reforms;
and,

* The psychological impact of rapid social change.®

Typically, some members of the former elite take advan-
tage of the period of policy uncertainty to convert their
political power into economic power, to the degree that
they do not already hold it. The process of privatising
state assets is often a key point of insertion in this re-
gard. The loss of control over the powerful totalitarian
security establishment is compensated for by forging
links with the underworld, which also quickly absorbs
surplus security personnel. Routes used for smuggling
consumer goods under the old regime can be used for
other forms of smuggling in the new.

Conflict and post-conflict situations also represent a pe-
riod of acute vulnerability to crime. In a war zone, so-
cial controls are often lost entirely — criminal acts can
be committed with impunity, and local predators enrich
themselves through profiteering. The regular economy
may collapse, and armed strongmen can become the
only source of sustenance for some communities, en-
hancing their wealth and power. Insurgent groups must
smuggle supplies, as must the state itself if sanctions
are imposed, and may smuggle other forms of contra-
band for fundraising purposes. If these activities prove
to be sufficiently lucrative, they may carry on in the post-
conflict period.®

Experiencing both transitional and post-conflict dynam-
ics at the same time appears to have produced both
synergistic and antagonist effects. For example, those
who had made fortunes in war profiteering were able to
use the political capital they had accumulated to mag-
nify their wealth in the privatisation process. In contrast,
it has been observed outside the Balkans that low levels
of conventional crime are found in precisely those tran-
sitional countries which experienced the most violent
conflict.®

The specific ways transition and conflict manifested
themselves in crime in the Balkans varies substantially
between countries, but there are some common themes.
The following discussion starts with the communist pe-
riod and traces the transitional and conflict effects up to
the present day.

The communists and clandestine operations

After WWII, every country in the region fell under the
control of authoritarian communist regimes, although
of distinctly different characters in Albania, Yugoslavia,
Bulgaria, Romania, and Moldova. While Tito’s Yugosla-
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via was relatively affluent and liberal, the regimes in Ro-
mania and Albania were among the most austere in the
communist world.

Communism promoted two groups whose interests
would later merge: black marketeers and the security
services. Many communist countries relied on a thriving
black market to supply the consumer needs unmet by
the official economy. Smuggling of all manner of goods
was essential, as was corruption among border officials.
In addition to creating the channels through which other
forms of contraband could be smuggled, this powerful
shadow economy empowered a criminal class on which
common people depended. It also generated cynicism
about the rule of law and tolerance for shady entrepre-
neurs.

In addition, a key part of absolutist communist govern-
ance was the internal security police and related intel-
ligence agencies. Due to the importance given to their
work and the power they wielded, the state security po-
lice were essentially immune from oversight and oper-
ated largely above the law. As with similar structures in
other parts of the world, this autonomy left considerable
room for corruption. Supplementary funds were raised
through profit-generating clandestine activities, includ-
ing, in some instances, smuggling. Some of this money
was used for off-the-books operational purposes, and
some for personal enrichment, particularly when the
changing fortunes of communism became evident.

Underground operators and the security services joined
forces through the creation of an extensive informant
apparatus. Becoming associated with the secret service
had many advantages. As one report says of communist
Yugoslavia, “Nepotism and connections (“veze”) were
the primary mechanisms of obtaining jobs or higher-
quality services.” It also became common practice
among these agencies to informally retain professional
criminals as informants or operatives, including many
based in Western Europe and elsewhere in the world.
These men were used for a variety of state security
tasks where deniability was important, such as smug-
gling and the assassination of expatriate dissidents.

In the former Yugoslavia, the secret service underwent
a series of transformations and reorganisations. Given
the sizable Yugoslav diaspora, many ‘internal’ security
issues actually emerged overseas, and it was here that
criminal contractors were particularly attractive. Under
Tito, the decision was made to:

recruit promising young career criminals, straight out of
prison, to do the dirty work of spying and occasionally
killing overseas...They specialised in extortion, robbing
banks and jewellery stores, stealing art and trafficking
in women.*!

These contractors, as well as less well-connected crimi-
nals, were benefited by Tito’s strategic positioning of
Yugoslavia between NATO and the Warsaw Pact. Yugo-
slav citizens (including the Albanian-speaking peoples
of Kosovo) were able to travel freely to both East and
West, ideally positioning them as smugglers.

The situation was similar in Bulgaria, where former
Interior Minister Bogomil Bonev has remarked, “One
of the reasons our criminal groups became so pow-
erful is that they were organised by the state itself.”®
The secret police were referred to as the Committee
for State Security, popularly known as the darzhavna
sigurnost, or DS. The DS was intimately tied to the
KGB, and so became embroiled in political intrigue far
beyond its borders. Under direction from Moscow, the
DS engaged in state-sponsored smuggling, allegedly
including drug smuggling.® Also key were the acqui-
sition and reverse engineering of security-related and
other forms of technology, much of which occurred
under the heading of the top-secret “Neva Project”.®
As a result, Bulgarian organised crime has had an
advantaged position in many areas of technological
crime once communism fell, from the pirating of com-
pact disks to counterfeiting and virus writing. Bulgaria
was among the most important sources of weapons
to Eastern Bloc sponsored conflicts, and so the DS
also acquired experience in arms smuggling.® All this
expertise would prove extremely useful in sanctions-
busting during the Yugoslav break-up, and throughout
the post-communist period.

In Romania, the secret police were known as the Secu-
ritate, and were the largest such group in the Eastern
Bloc, with some 14,000 agents and an informant net-
work estimated at 500,000.% Similar to Bulgaria, Se-
curitate agents were actively involved in smuggling of
drugs, guns, and cigarettes to fund their operations and
for personal enrichment.*” According to one analyst:

the shortages created by the command economy led, by
the end of the Ceausescu regime, to a whole class of
profiteers, large and small state-owned enterprise man-
agers who were experts at buying and selling under the
table ... many were officers or at least informants of the
Securitate, Ceausescu’s secret police.*

The relations between the Albanian secret police
(known as the Sigurimi) and organised crime are less
well documented, at least during the communist re-
gime. Sigurimi members were kept very busy repress-
ing suspected internal dissidents, but would emerge as
important figures after the death of Hoxha in 1985, and
many were later associated with the Kosovo Liberation
Army (KLA).



Privatisation and profiteering

When communism fell in the late 1980s, members of the
secret police and their criminal allies were well placed to
profit off the new capitalism. This was accomplished via
the so-called ‘nomenklatura privatization’, in which party
functionaries were awarded state-owned companies, fi-
nance, and concessions at non-competitive rates.® In
South East Europe, these functionaries were often se-
cret policemen, who teamed their clandestine skills with
their criminal contacts to create local monopolies and
shady multinational conglomerates. To protect their ad-
vantage, they maintained their links with those in political
power. And when conflict emerged in Yugoslavia, these
elements were well positioned to exploit international
sanctions as a money-making opportunity. But the ways
this trend manifest itself differed between countries.

Bulgaria provides one of the clearest examples. After the
fall of the Berlin Wall, many state security agents in Bul-
garia assumed positions of leadership in industry, using
their connections, asymmetic information, and coercive
power to dominate privatisation. In the first year after
Decree 56 took effect in 1989, which allowed the crea-
tion of private companies, members of the DS founded
some 90% of the registered enterprises. Many of these
converged in diversified conglomerates, such as the no-
torious Multigroup of former wrestler llya Pavlov, which
were associated with organised crime and even politi-
cal assassination. This led to an unhealthy relationship
between members of the former secret police, criminal
groups, and private industry. In addition, many DS mem-
bers retained positions of authority in the new govern-
ment. And while military control of the borders was com-
mon throughout much of the region, Military Counter
Intelligence, the Second Directorate of the DS, retained
control over the borders until 1997.1%°

At the same time, the rapid retrenchment of much of Bul-
garia’s security structure, including the disbanding of the
DS, led to rapid growth of the private security industry.
By 2006, about 9% of all employed males were engaged
in private security related activity.”" Private security in-
volved many criminal elements, which operated as a
kind of formalised protection racket, largely creating the
threat they were designed to address.

Other individuals absorbed into the Bulgarian security/
organised crime industry were professional athletes.
After communism, wrestlers, boxers, weightlifters, and
martial artists who were no longer assured of a state
subsidised career, found alternative employment as en-
forcers for organised crime, with some rising to the high-
est ranks.®

When legislation was passed banning those with crimi-
nal backgrounds from registering private security com-
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panies and otherwise regulating the industry, a number
transformed into ‘insurance companies’. The most
prominent of these were two rival syndicates — VIS and
SIC. Vehicles insured by either of these syndicates
would receive a membership sticker and would not be
touched, while uninsured vehicles would quickly be sto-
len. If an insured vehicle were stolen, these companies
would take swift action against the thieves, compensat-
ing the owner with another stolen vehicle if theirs was
not recovered.'® These stickers were later banned' and
the rackets largely disbanded.

Similar patterns emerged in other countries of the region.
Like their Bulgarian counterparts, Securitate members
took advantage of privatisation in Romania, with some
securing positions of economic discretion within the gov-
ernment and others deploying in private business:

In August 1993, the Ministry of Foreign Affairs, the Min-
istry of Foreign Trade, and the Ministry of Tourism ap-
pointed 17 former high ranking officers of the Securi-
tate as military attaches or commercial representatives
abroad. Another 11 were transferred to leading positions
in the Ministry of Foreign Trade, strengthening the ranks
of former Securitate officers already present in these
structures. Many parts of the “new” structures thus re-
mained dominated by agents and networks of the past.
Many of those Securitate officials who were not “reinte-
grated” in this way entered into the world of business.
They became a sort of elite force dealing with anything
profitable - from the bankrupting of fake enterprises and
overvalued supply and sales contracts to large-scale
import and export operations and the control of priva-
tisation.’®

The links between state security, the criminal under-
world, and the emerging private industry were cemented
through nomenklatura privatization. In the new economy
in Romania “the grey economy barons... semi-criminal
kingpins received everything they needed: easy and
unsecured loans from state banks, ‘legal’ trade mo-
nopolies, and the like, all in exchange for generous
bankrolling of party politics.”™® Working with Romanian
criminal groups, they would later profit off circumventing
the sanctions imposed during the Yugoslav conflicts."”

In Yugoslavia under Milosevic, there was a substantial
merger of the political, the commercial, and the criminal.
As one commentator noted in 1997:

At the top sit functionaries who are unequivocally loyal
to Milosevic ...They distribute monopolies for the im-
port of gas, cigarettes, and other profitable merchan-
dise among various businessmen, while taking their
own cut. Policemen and customs officers, whose job is
to shut their eyes when necessary, also get a piece of
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the action...Since these businesses are wholly unregu-
lated by law, rules for settling conflicts have not been
established, and if one cannot negotiate a compromise,
guns are drawn ... the Yugoslav Secret Police has been
known to cooperate in these shady affairs. During the
Tito era, many criminals found that Yugoslavia was too
confined a playground, so they moved abroad during the
seventies and the eighties in search of a better life. In re-
cent years, they have come home to “perform particular
services” for the Secret Police... members of the mafia
are “legally” establishing private firms...Thanks to the
services they rendered to the Secret Police during the
war and at other times, some of these criminals have
managed to make their way into the circles of privileged
importers of highly profitable merchandise, hand in hand
with numerous state officials and with many former and
current functionaries of the State Security Service.'®

In Albania, those involved in transnational organised
crime were among the few that could afford to secure
state assets as they privatised. Writing in 1996, one
analyst noted:

Liberalisation had brought with it corruption and profit-
eering by ruthless men... It has been these men who
continue to profit, and now have the means to travel in
and out of Albania with relative ease. Establishing them-
selves as legitimate businessmen, they easily obtain
travel visas from the Albanian government... [In 1992-
1993] the Albanian government removed nearly two-
thirds of [Sigurimi] personnel.. many of the ex-Sigurimi
agents, once in feared positions of power, now found
themselves unemployed, stripped of their state pen-
sions. Antagonistic towards the new government, these
personnel offered their services to those willing and ca-
pable of paying for them, organised crime. In a situation
akin to former East German Stasi agents assisting the
Russian Mafia, ex-Sigurimi personnel know the system
all too well... These ex-agents can train, brief, and assist
in circumventing state-controls, all for payment in hard
currency and a comfortable life in the West..."®

Crime and conflict

It was during the Yugoslav Wars that organised crime re-
ally began to boom, both within Yugoslavia and through-
out the region. In addition to the warfare conducted by
traditional militaries, many of the distinctive features of
the Yugoslav conflicts are attributable to the use of ir-
regular combat groups by all sides. These criminal com-
batants in turn protected and exploited their co-ethnics,
while alternately trading gunfire and consumer goods
with their peers on the other side. International sanc-
tions provided opportunities to criminal groups through-
out the region, and even the deployment of peacekeep-
ing forces was exploited, as a source of demand for
human trafficking.

The Yugoslav wars of succession

1991: Slovenia secedes after a
10-day conflict
1991-1995: Croatian War of Independence
1992-1995: Bosnian War
1996-1999: Kosovo War

As Yugoslavia began to crumble, many criminal secret
service operatives returned home from West Europe to
participate in conflict, usually in ‘paramilitary’ groups or-
ganised by their patrons. These extraordinary groupings
were not part of the official armed forces of the countries
concerned, but nonetheless donned improvised uniforms
and were allowed to operate alongside the regular ar-
mies. They were literally staffed by common criminals,
with units built in some cases around groups of soccer
hooligans and the like, and in some cases by serving con-
victs, released from prison specifically for this purpose.

Some of the paramilitary groups had their roots in the
efforts of the intelligence service to promote rebellion in
pockets of their co-ethnics that were situated in disputed
territory. But these groups soon evolved into something
quite different. At the opening of the conflict, national
militaries were of limited use. First, many of the emerg-
ing states and sub-state interests (such as the Bos-
niacs) had little standing military capacity. Even at their
peaks, only a fraction of nominal fighting strength was
armed and ready for deployment to the field. Military
commanders had little or no field experience, forcing
the breakaway republics to recruit from the shadier ele-
ments of the diaspora community. Secondly, the largest
standing force, the Yugoslav army, was ethnically mixed
and less than enthusiastic about the war. Only 15% of
conscripts in Belgrade turned up for service, and troops
often refused to leave the cover of their armoured per-
sonnel carriers, or deserted en masse." As a result, all
parties to the conflict began to see the use of paramili-
tary or volunteer units, and they proved more effective
than the traditional forces in achieving one of the key ob-
jectives — ‘cleansing’ disputed territories of residents of
objectionable ethnicity. The mere rumour that one of the
more notorious groups was approaching was enough to
cause mass panic and flight.

There were two broad types of paramilitaries: those mo-
bile formations that fought on a number of fronts under
the leadership of a well-known charismatic leader, who
was answerable only to the secret police and the na-
tional executive, and private militias organised under lo-
cal political leadership. But many local groups received
training or support from the mobile groups, so the two
are not always easy to distinguish. So-called ‘week-
enders’, temporary volunteers from outside the combat



The Convicts Battalion

In Bosnia, a Croat volunteer unit known as the Convicts
Battalion was manned by genuine convicts and led by
Mladen “Tuta” Naletilic and Vinko “Stela” Martinovic, both
later convicted of war crimes by the International Criminal
Tribunal for the Former Yugoslavia. Paragraph 169 of the
judgement of Naletilic and Martinovic reads, “According
to a Central Military Prison Report, dated 21 September
1993 and signed by the warden of the prison Stanko
Bo‘ic, 24 detainees were released on 20 and 21 Sep-
tember 1993 on foot of an order from Mladen Naletilic,
who needed them because of a lack of manpower at the
frontline. A letter of the Head of the Military Police Crime
Department-Mostar Centre addressed on 29 September
1993 to the Head of the Defence Department Bruno Sto-
jic, complains that amongst the chosen detainees, who
were all of Croatian nationality, four were murderers.”"

/_-_

area, were also allowed to contribute to the war effort on
an informal basis. All these groups apparently operated
under the cover of, but with substantial autonomy from,
the regular military, and there was considerable mobility
of officers between regular and irregular forces. Local
police were also often involved in some areas, so it be-
came very difficult to discern the chains of command,
even for insiders.?

These ad hoc groups were heterogeneous, with the only
real prerequisite for participation being appropriate eth-
nicity and a willingness to commit atrocities. Their mo-
tivations appear to have been looting, profiteering, rac-
ism, and undifferentiated sadism, and their rampages
were fuelled with alcohol. In response, local communi-
ties relied on home grown criminals for protection. Like
defensive gangs everywhere, these groups used their
unlimited authority to victimise the populace they initially
protected. One such character was “Juka”, a small-time
Sarajevo racketeer who rose during the war to become
a leader of the resistance and war profiteer (Box).

In addition to looting, the paramilitary groups found
many other ways of making money off the conflict. Inter-
national aid was stolen, extorted, or bought and resold to
desperate communities who, ironically, saw their exploit-
ers as lifelines. There are indications that some interna-
tional peacekeepers were complicit in this activity. The
best known example of this was the siege of Sarajevo,
where for three and a half years the city was slowly bled.
Goods were smuggled through a tunnel running under
the UN-controlled airport and sold at extortionate prices.
This supply line prolonged the siege and maximised the
profits for the smugglers. According to one authority:
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Juka of Sarajevo

Jusuf Prazina, known as ‘Juka’, was a repeat offender
who ran a collection agency/extortion scheme in Sara-
jevo. He was able to employ a staff of some 300 men
in this racket, who would become the basis of his para-
military unit (the ‘Wolves’) during the siege of the city. He
was widely praised for his valour, becoming the subject
of war-time songs, and some still regard him as a hero.
Due to the effectiveness of this group, Juka was given
command of the Special Forces of the Army of Bosnia
and Herzegovina, but was discharged and arrested for
insubordinate behaviour and continued criminal activity.
He was released on the demand of his followers and fled
to the mountains outside the city. Here he faced grow-
ing conflict with his former colleagues, eventually mov-
ing to Herzegovina and aligning himself with the Croat
forces there, including Tuta’s Convicts Battalion. After
engaging in ethnic cleansing of Bosniaks in Mostar, he
retired to a villa provided by the Croatian government on
the Dalmatian coast before moving on to Belgium, where
he was eventually murdered, apparently by his own men.
Throughout his career, Juka and his men were involved
in many acts of arbitrary violence, rape, and other war
crimes, as well as looting, extortion, and profiteering (in-
cluding the re-sale of stolen humanitarian aid)."®

Some UN troops also earned side income by contrib-
uting to the city’s clandestine supply lines. The UN’s
Ukrainian soldiers were especially notorious black mar-
keteers, specializing in selling gas siphoned from their
armoured personnel carriers... Some Ukrainian military
officers reportedly even returned to Bosnia after the war
to continue their role in the smuggling economy.’"

In addition, natural resources were appropriated, includ-
ing timber and oil. Arms and ammunition were sold to
both sides. “Rape camps”, which also served as broth-
els, were established."® Some of these formed the basis
for brothels staffed with trafficking victims and tailored
for the use of international peacekeepers (Box).

But it was the international sanctions against Yugo-
slavia (comprised essentially of Serbia and Mon-
tenegro) that catapulted war profits to new levels.
According to former Bulgarian Interior Minister Bogomil
Boney, these sanctions were a boon to organised crime
in the region comparable to Prohibition in the United
States."” Since it inherited the former Yugoslav army,
there was no need to import arms, and the largely agrar-
ian Serbia was self-sufficient in terms of food. What the
war machine lacked was oil, and fortunes were made
importing it illegally from Albania, Bulgaria, Romania,
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and the region that constitutes the former Yugoslav
Republic of Macedonia under the coordination of the
secret police."™ This partnership between the political,
commercial, and criminal elites further cemented the
bonds between them. As a recent report on corruption
in Serbia noted:

...smuggling of weapons, fuel, and other key commodi-
ties, including foreign currency... was orchestrated by
the state and subcontracted to organised crime groups
and “businessmen” in return for a share of the profits.
A number of businessmen — many of Serbia’s present-
day tycoons — built their fortunes on monopoly positions
granted by the state in a number of industries, including
media and telecommunications, again in return for sup-
port of the ruling party and its leadership. After the fall
of Milosevic, many of these business interests have en-
deavoured to legitimise and protect their wealth through
investments in Serbian industry, including through par-
ticipation in privatisation processes, and through sup-
port of political parties in power since 2000."°

As the wars between Serbs, Croats, and Bosniaks were
winding to a close in 1995, the conflict in Kosovo began.
Being in one of the poorest parts of the region, the Ko-
sovars were insufficiently armed to take on the Yugoslav
army, so rebellion required fundraising. The source of
many of these funds is believed to have been heroin
trafficking and other forms of organised crime. Accord-
ing to an Interpol statement made before the U.S. Con-
gress in 2000:

Albanian drug lords established elsewhere in Europe be-
gan contributing funds to the “national cause” in the 80s.
From 1993 on, these funds were to a large extent in-
vested in arms and military equipment for the KLA (UCK)
which made its first appearance in 1993... Of the almost
900 million DM which reached Kosovo between 1996
and 1999, half was thought to be illegal drug money."®

Links between drug trafficking and the supply of arms
to the KLA have also been established in the prosecu-
tions of individual ethnic-Albanian drug traffickers, such
as the recent trial of Agim Gashi in ltaly.

The conflict in Kosovo was strongly affected by the col-
lapse of the government of Albania in 1997, following
the failure of nationwide “pyramid schemes” in which
the Albanian public had heavily invested.”?” One of the
reasons the schemes were so popular was the com-
mon belief that the government was using them to laun-
der money. Some have argued that the collapse was
related to the loss of revenues from sanctions busting,
particularly the oil embargo, since some of the schemes
derived income from this source.”? In January 1997, as
some ten companies ceased payouts, people protested
in Tirana against the government, demanding repayment

Peacekeepers and Trafficking in Persons in
the Balkans

In a pattern seen elsewhere, the arrival of the interna-
tional community in the form of peacekeeping forces was
a mixed blessing for the people of South East Europe.
They brought with them a demand for commercial sexual
services, which was satisfied by organised crime using
victims of human trafficking. As the number of peace-
keepers increased in the 1990s, so the number of females
trafficked to the region jumped. In addition to creating a
market for sexual services, cases of international peace-
keepers actively facilitating trafficking in Bosnia in the mid
to late 1990s have also been reported by human rights
organisations. As the number of peacekeepers in Bosnia
and Herzegovina and Kosovo decreased, so the number
of female victims assisted in these territories significantly
dropped.

In 2002, Madeleine Rees, director of UNOHCHR in Bos-
nia and Herzegovina, said the local client base made up
at least 70% of the business, but foreigners accounted
for 70% of the revenue. According to data from the Ko-
sovo Centre for the Protection of Women and Children,
however, in 2000, 80% of interviewed trafficked victims
reported that the men who purchased sex with them were
internationals. This number had fallen to 35% by 2002.

The potential for international peacekeepers and staff of
international or non-governmental organisations to con-
tribute to the demand for sexual services, and hence to
knowingly or inadvertently fuel a market for trafficking for
sexual exploitation, led the UNMIK Police Trafficking and
Prostitution Unit to establish a list of ‘off-limits’ locations
in Kosovo. It is reported that the August 2004 list of off-
limits places showed that brothels were clustered around
international deployments. NATO and the United Nations
have since developed policy papers on trafficking within
the context of peacekeeping operations. The United Na-
tions Division for Peacekeeping Operations policy paper
of March 2004 explicitly recognises that the procurement
of sexual services from nationals in a vulnerable context
by a person in a position of disproportionate power, in-
cluding within the context of a peacekeeping operation,
constitutes an act of sexual exploitation, even where
prostitution is not a crime.''

of money they had lost. By March 1997, country-wide
riots were out of control as Albania plunged into chaos.
Some 2000 people were killed as the central govern-
ment lost control of the southern region of Albania and
armed groups took control of most of the major cities
south of Tirana.™



Many soldiers and policemen deserted and armouries
were plundered. In March 1997, over 650,000 weapons
and 1.5 billion rounds of ammunition were stolen from
more than 280 government armouries, many of which
found their way into the hands of the KLA. As one group
of analysts concluded:

Albania in the spring of 1997 represents a classic case
of state failure. The structures that should have guaran-
teed the rule of law failed completely ... There was no
judicial system. To the extent that police were found on
the streets, they were agents of private violence. A sub-
stantial amount of weapons were seized by the popu-
lation; the state of insecurity was total. The state was
neither taxing nor spending.'

While Kosovar and Albanian drug traffickers were al-
ready established in a number of West European coun-
tries, the chaos in their home countries gave them a
strong advantage over the competition during this peri-
od. In 1997, a stateless zone was literally a few minutes
boat ride from ltaly, one of the largest heroin markets in
Europe. By 1998, the KLA had increased the scope of
its operations and controlled a third of Kosovo’s territory,
opening new smuggling opportunities. The smuggling
of migrants across Kosovo and Albania also increased
during this period. Even after the government began to
reassert control in Albania, it may have lacked the ca-
pacity or the will to prevent what had become a lifeline
for many of its people in the absence of alternative liveli-
hoods due to the collapsed economy.

In 2001, conflict emerged in the former Yugoslav Repub-
lic of Macedonia between the state and the Albanian-
speaking minority living near the border with Kosovo
(Serbia). Some have argued that this struggle was moti-
vated, at least in part, by the desire to protect smuggling
routes in the north of the country:

Throughout the 1990s, the international community...
praised Macedonia as a success story for conflict pre-
vention and multi-ethnic peace... The armed conflict
began in February 2001 with the emergence of the Na-
tional Liberation Army (NLA) in the village of Tanusevci.
In the late 1990s, Tanusevci had become a funnel for
arms to the Kosovo Liberation Army... Especially impor-
tant was the capture of the village of Aracinovo, 10 km
outside the Macedonia’s capital, Skopje. The village was
considered the “hotbed of Albanian mafia activities,” and
some NLA commanders were the mafia bosses... The
leading French criminologist Xavier Raufer emphasizes
that the criminal and the rebels were one and the same.
He adds that Italy’s police intelligence service believes
[Albanian rebel groups] are a criminal network linked [to]
former members of the Albanian secret service.'®

The continued existence of organised crime groups with
sufficient strength to challenge the government of the
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former Yugoslav Republic of Macedonia was evidenced
by the recent seizure of weapons “sufficient to equip a
battalion of 650 soldiers. They included laser-guided an-
ti-aircraft missiles, artillery pieces, rocket-propelled gre-
nade launchers, sniper rifles, assault rifles, dynamite,
hand grenades, mortars and thousands of bullets...”'%
The police initially described those in control of these
weapons as an ‘organised crime group’, but later sug-
gested political motivations — an adjustment which high-
lights the difficulties often encountered in distinguishing
the criminal and the political in this region.

The post conflict period

During the conflicts, smuggling was necessary for sur-
vival. Smugglers were able to simultaneously enrich
themselves and serve their respective causes, rapidly
gaining both economic and political capital. They have
chosen to assume diverse roles in the post conflict pe-
riod, with some vigorously pursuing legitimacy in busi-
ness or politics, some remaining marginal, and some
straddling both worlds. The Bosnian case is instructive:

. in the case of Bosnia, criminal capital accumulated
during a criminalized war has been converted to political
capital after the war... Some of those who profited the
most from war have successfully “cleaned” their wealth,
and now present themselves as legitimate economic
elites.””

Ironically, one key source of investment was the re-
construction industry, and many war profiteers opened
construction firms. Since these men were often the only
ones with the capacity in the region to deliver, the inter-
national community unwittingly contributed to their fur-
ther enrichment by contracting them to rebuild what they
had destroyed. Old habits die hard, though, and some
reportedly chose to defraud the aid agencies rather than
earn their money legitimately.™®

On the other hand, due to their connections with the se-
curity services, those who opted to remain in crime were
able to operate with substantial impunity. In 2000, the
editor of the Sarajevo weekly Dani claimed:

The mafia leadership is completely untouchable, like
the Communist Politbureau. All the mafia leaders are
well-known, their names have been published numer-
ous times in various registers. What we have is ten-odd
people who have more than a hundred crimes behind
them, neatly reported, recorded in files and in the jus-
tice system. However, the justice system is definitely the
best defense for criminals in Sarajevo..."”

Some paramilitary fighters even became members of the
state security units, further reinforcing the link between
the government and the underworld. Some of the best
known examples come from Serbia and the province of
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Kosovo. One of the most notorious paramilitary leaders
was ‘Arkan’, whose career included stints as a bank rob-
ber, international fugitive, political assassin, cake shop
proprietor, paramilitary commander, indicted war crimi-
nal, soccer club owner, parliamentarian, and tabloid ce-
lebrity (Box). On 12 March 2003, the Prime Minister of
Serbia, Zoran Dindi¢, was assassinated. Among those
later convicted for his murder was the former paramili-
tary, organised crime boss, and head of the elite Special
Operations Unit of the Ministry of the Interior, Milorad
Ulemek.™®

Paramilitary leaders and their criminal associates have
also found their way into law enforcement in Bosnia and
Herzegovina, as the International Crisis Group wrote in
2005:

The RS [Republica Srbska] force is filled with war crimi-
nals and actively supports persons indicted by the In-
ternational Criminal Tribunal for the Former Yugoslavia
in The Hague... Some criminals cooperate with or act
under the protection of the police in their entity...Local
politicians cannot be expected to give up control of the
police -- one of their instruments of power -- willingly.'%

And in 2007, they reaffirmed:

Although the police in both entities have improved in the
past few years... they remain highly politicized... and
are heavily involved in organised crime. The RS force is
filled with suspected war criminals. ..’

Participation in the liberation struggle remains an impor-
tant part of the credentials of many prominent politicians
in Kosovo (Serbia). The relationship between the KLA
and Kosovo Police Service has been difficult to deter-
mine, although intelligence sources suggest that issues
other than operational effectiveness inform the decision
making process within the organisation.’® One commen-
tator affirms, “As for promotions, a number of KPS and
even UNMIK officers claimed that there is sometimes an
incompatibility between the performance and promotion
of certain KPS officers, noting that the political affilia-
tion of the officers might be a more important factor than
performance in the decision.”™®®

It was more difficult for communist-era security officials
and their criminal contacts to retain their state positions
in Bulgaria due to the passage of strong ‘lustration’ laws
(Box), which banned the continued public employment
of persons who were holders of an official position with-
in the previous regime. Screening of security person-
nel between 1989 and 1992 resulted in the dismissal of
between 12,000 and 14,000 former state employees.'®
A second law passed in 1997, aimed to verify whether
new appointees to public office had been involved in the
former security service during the Communist era. As a
result, many of these men moved to the private sector,

Arkan and his Tigers

An indicted war criminal at the time of his assassination
in 2000, Zelijko Raznatovic (better known as “Arkan”)
personified the ways crime and conflict have been inter-
twined in this region. Son of a Yugoslav military officer,
Arkan was an energetic criminal in a half dozen Western
European countries in his youth, serving time in several
countries and escaping from prison on multiple occasions.
From the early 1970s, he also performed services for the
Yugoslav security police in Western Europe, allegedly
including the assassination of expatriate dissidents.'®!
During the 1980s, he returned to Yugoslavia, where he
continued his criminal career under the protection of his
security connections. In 1990, he founded a paramilitary
unit within the national army called the Serb Volunteer
Guard, better known as “The Tigers”, staffed largely with
football hooligans from the fan club of Belgrade’s Red
Star football team, of which he was president. This pri-
vate army would become notorious for the atrocities it
inflicted on civilian populations during the conflicts of the
1990s."%

Arkan mixed criminal and political activity throughout
his life, engaging in gun-running, assassination, looting
of conflict areas, protection rackets, and, in particular,
oil-smuggling during the international sanctions against
Yugoslavia. His domination over illegal trade in Eastern
Slavonia was so great that the area was dubbed ‘Arkan-
sas’.'®® He owned a wide range of businesses, married
the turbo folk diva ‘Ceca’, founded a political party, was a
member of parliament, and was active in the soccer and
kickboxing worlds. His visibility and notoriety, despite his
criminal reputation, reinforced the perception of impunity
in the region. After he was murdered in 2000, thousands
of people attended his funeral,’®* and many prominent
Serbians have sung his praises.®

but many of their collaborators remained in public of-
fice. Recent investigations have suggested that 150 of
the 400 members of the first post-communist parliament
were part of the secret police collaborator network, and
many party leaders and cabinet members have been
proved to be similarly connected.™

One of the most important developments of the wars
was the creation of new states. Both the novelty and the
size of these new national entities leave them vulner-
able to criminal infiltration. It will take time before the
institutions of the new countries are up to speed and
the relations between the various political and economic
powers are negotiated. Small populations mean that
these powers may be represented by a relatively small



Most European post-communist countries have at least
discussed some form of lustration. Albania, in 1991,
passed an amendment to the Labour Code stipulating
that persons must be removed from any official position
held where they had previously served in the communist
administration. Similar laws followed in 1993 and 1995,
focusing on persons who had held a state or a party posi-
tion. In 2003, a lustration law was adopted by the Serbian
parliament, covering human rights violation occurring
after March 1976. Persons affected by the law included
deputies, members of the judiciary, and officials of the se-
curity information agency. Implementation, however, has
been slow. Other countries are at an earlier stage in the
process. In the former Yugoslav Republic of Macedonia,
in January 2007, the parliament approved a draft lustra-
tion law. The aim of the law is to exclude collaborators of
the ex-State Security Agency from being elected to senior
state posts. In addition to legislative and executive power,
the law prohibits also the appointment of ex-collaborators
in the areas of justice and media. As of May 2007, an
initiative by the National Liberal Party (PNL) of Romania
to draft a lustration law is underway. In Croatia, two lus-
tration law drafts were proposed by the ‘Croatian Party
of Rights’ in February 1998 and October 1999 but both
were ultimately rejected. Similarly, no lustration laws are
in force in Bosnia and Herzegovina or Moldova. 2

number of individuals and families. Criminal interests
need only corrupt a limited number of these people in or-
der to operate with impunity. Small economies also pro-
duce small tax bases, leaving the state relatively under
resourced in competing with wealthy criminal groups.
Some of the poorer parts of this region remain resistant
to the governance of national authorities and are essen-
tially run by local strongmen. For example, one area not
controlled by any recognised national government is the
breakaway region of Moldova known as Transnistria.

Moldova is a poor multi-ethnic state, with limited gov-
ernment capacity to control its territory. Predominantly
Romanian-speaking, it is also home to large populations
of Russians and Ukrainians, as well as a small group
of Turkic people, the Gagauz."® The bulk of the country
has traditionally been known as Bessarabia, excluding a
thin strip of land on the east side of the Dneister River.
This area is known as Transnistria, Tran-Dniester, or
Pridnestrovie, and contains much of the heavy industry
of the country, including its main power supply. In 1991,
a group of Russian-speaking Moldovans declared the
independence of Transnistria, in response to what was
seen as a growing chauvinism on the part of Romanian
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speakers, and armed conflict began between the two re-
gions. The conflict was halted by Russian Army troops in
1992, who continue to maintain a presence in the area.

According to the 2006 National Human Development
Report, “the economy is dominated by clans with very
strong political and administrative connections.” * Igor
Smirnoff won the presidential elections in 1991, 1996,
2001, and 2006. His eldest son Vladimir runs the cus-
toms service. Moldovan President Vladimir Voronin has
referred to the leadership of Transnistria as “a transna-
tional criminal group”* and referred to the breakaway
territory as the “Black Hole of Europe” in which “all types
of trafficking” take place.'

These conclusions have not been supported by the Eu-
ropean Union Border Assistance Mission to Moldova
and the Ukraine (EUBAM), which was established in late
2005. The biggest problem this mission has uncovered
is smuggling of meat to avoid import duties. As the mis-
sion notes:

... food-stuffs are the most commonly smuggled goods
and the losses to the state revenues are large. Taking as
an example chicken meat smuggling, the Mission calcu-
lates that the Ukrainian budget suffered a potential loss
up to € 43 million from October 2005 to May 2006... The
role of the Transnistrian region of Moldova as a pivotal
transit point for this activity is likely to have added up
to € 7 million to its budget in the same period of time...
In the six months from October 2005 to March 2006 ,
there were almost 40 thousand tonnes of chicken meat
imported into [Transnistria]. This is the equivalent of 67
kilogrammes per person; the average consumpftion in
Germany is almost 5.6 kilogrammes per person.™

The discussion above has necessarily been brief, and
has only been able to provide a quick sketch of some of
the central dynamics which have combined to give or-
ganised crime its unique character in the Balkans. Given
the diversity of the region, some aspects of this discus-
sion apply more to some parts of the region than others,
and ‘organised crime’ itself conflates so many diverse
activities that generalisation is difficult. To plumb some
of this complexity, the following sections take a market-
by-market tour of the present state of affairs, focusing on
the quantitative indicators of organised crime activity.

Current trends in organised crime

It is even more difficult to measure organised crime than
conventional crime. Much of organised crime involves
criminal enterprises where there is no clear victim or
where victims are unlikely to step forward, and so the de-
tection of organized crime is almost entirely reliant on the
efforts of local law enforcement. Countries with the worst
problems may have the lowest detection rates, and so




CRIME AND ITS IMPACT ON THE BALKANS

-

Map 3:

1.7

Denmark

Isle of Man

United Kingdom
Poland

Netherlands

Greece

Malta

i ’ Belarus

Belgium Germany
Guernsey
Jersey Luxembourg Czech Republic
Slovakia
Austria
France Liechtenstein 2.1 Hungary
Switzerland
Croatia
Bosnia & HerZegoVinaSerbia
Montenegro
Andorra s
d Maceddnia
o Albania

Organised crime investigators per 100,000 citizens in 2004

Kazakhstan

Russia

Ukraine

Turkmenistan

oldova

Azerbaijan
Georgia

Iran

?'

Iraq
Syria

ps Lebanon

Source: UNODC CTS

the number of detections is more an indicator of good
police work than it is of the level of crime in a society.
It is therefore difficult to demonstrate the existence of
an organised crime problem in a society, let alone track
trends.

Law enforcement investigations, prosecutions, and
convictions do provide a kind of ‘floor’ on the organised
crime picture, however. With regard to Balkan organised
crime, there are two sets of indicators to be consulted:

¢ Organised crime investigations, arrests, convictions,
and seizures within the region

* Organised crime investigations, arrests, convictions,
and seizures involving South East European crimi-
nals or territory but made in West Europe.

These will be considered in turn.

Within the region, it is clear that while law enforcement
corruption is an issue (as will be discussed below), it
is also clear that remarkable efforts are being made
against organised crime. The governments of South
East Europe dedicate substantial capacity to organised
crime investigations. Romania has nine organised crime
investigators per 100,000 citizens, as opposed to Italy’s
0.4 (Figure). All the countries of the region have ratified
the United Nations Convention against Transnational
Organized Crime (Box).

According to the Council of Europe’s 2004 Organised
Crime Situation Report, the governments of South East
Europe identified over 2,500 organised crime operations
in 2003, with just under 9,000 suspects identified or prose-
cuted. Albania, a country with limited resources to fight or-

The UN Convention against

Transnational Organised Crime

The United Nations Convention against Transnational
Organized Crime, adopted by General Assembly resolu-
tion 55/25 of 15 November 2000, is the main international
instrument in the fight against transnational organized
crime. It opened for signature by Member States at a
High-level Political Conference convened for that pur-
pose in Palermo, Italy, on 12-15 December 2000 and en-
tered into force on 29 September 2003. The Convention
is further supplemented by three Protocols, on human
trafficking, migrant smuggling, and firearms trafficking.
States that ratify this instrument commit themselves to
taking a series of measures against transnational organ-
ized crime, including:
¢ Criminalising participation in an organized criminal
group, money laundering, corruption and obstruction
of justice
® Acceding to a comprehensive agreement on extradic-
tion, mutual legal assistance and law enforcement co-
operation; and

* the promotion of training and technical assistance for
building or upgrading the necessary capacity of na-
tional authorities.

All of the countries of the region have adopted the con-
vention: Bulgaria and Serbia in 2001; Albania, Bosnia
and Herzegovina, and Romania in 2002; Croatia in 2003;
Moldova and the former Yugoslav Republic of Macedonia
in 2005, and Montenegro ratified it in 2006.
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Figure 42: Organised crime suspects investigated
per 100,000 citizens in 2003

Figure 43: Breakdown of organized crime cases
prosecuted
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ganized crime, had more investigations per capita in 2003
than any other country in the region,'*® and the number of
investigations increased by over 50% in 2004

The 2005 Council of Europe Organised Crime Situa-
tion Report gave a better sense of the types of crime
investigated in these cases, which varied considerably
between countries (Figure). For example, a very large
share (82%) of organised crime investigations in Kosovo
province involved trafficking in human beings, while the
single largest category in the former Yugoslav Republic
of Macedonia was counterfeiting.

These investigations reveal two things. One is that or-
ganised crime problem is there to be detected. The sec-
ond is that something is being done about it, at least in
targeted areas.

Of even greater international concern is the impact
South East European criminals are having outside the
region. How serious a threat are South East European
organised crime groups to West Europe? There remains
the possibility that criminals operating within the Bal-
kans may be protected by political connections or cor-
ruption, but no one has alleged that these groups have
succeeded in subverting law enforcement across West
Europe. Consequently, data on the rate at which South
East European criminals are arrested and convicted in
West Europe should give some insight into the scale of
the problem.

With a few notable exceptions, most countries in the
world incarcerate far more of their own citizens than for-
eigners. It is fair to conclude that, globally, the number
one crime threat for most countries is domestic. While not

Corruption
Source: Council of Europe 20057

The CARPO organised crime situation reports

Between 2004 and 2007 the European Commission and
the Council of Europe produced a series of situation re-
ports on organised and economic crime in Albania and
the former Yugoslavia. These reports were based on a
survey of member states and were able to make some im-
portant qualitative observations about crime in the region.
According to the final report, issued in June 2007:

The traditional Balkan drug trafficking route has become
a two-way route with an increasing volume of trafficking.
Mainly heroin and cannabis are moving toward the EU,
the major consumer market for illicit drugs, while precur-
sor chemicals and synthetic drugs are moving eastwards,
increasingly in the form of multi-drug trafficking (“cocktail
load”).

Trafficking in human beings for sexual exploitation has be-
come more clandestine and sophisticated (“micro-broth-
els”), but seems to decrease. Victims seem to be receiving
a less violent treatment (and more money) but also more
psychological pressures (threats to families at home)...

lllegal migration is and has been on the top of national
and international agendas for some time. Law enforce-
ment efforts and a more effective border control manage-
ment appear to have made a positive change as figures
are decreasing; at least so far [sic] as organised crime
groups are engaged.

Economic crime, which affects all project areas continues
to evolve but remains fussy [sic] and unclear..."
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Figure 44: SE Europeans as a share of foreign prison
population in 2005

35.0
30.0
25.0
20.0
15.0
5.0
oo NN e I
Italy Czech England and  France
Republic Wales
H Croatia B FYR Macedonia
H Bosnia & Herzegovina Moldova
Bulgaria B Romania
H Albania Serbia & Montenegro

Source: National prison statistics’

all convicts are equally dangerous and foreign criminals
can create problems out of proportion to their numbers,
it is illuminating to look at the share of prison berths oc-
cupied by non-citizens, particularly from a comparative
perspective.

Looking solely at the foreign prison population of four
West European countries, South East Europeans repre-
sent a minority of between 2% (France) and 34% (Italy)
of the foreigners incarcerated (Figure). Similarly, some
27% of the foreign prison population of Switzerland was
from the former Yugoslavia, 8% from Albania, and less
than 1% from Romania, Bulgaria, and Moldova, in 2004.
In other words, in none of these five countries do citi-
zens of the nine South East European countries repre-
sent more than 35% of the foreign crime problem, at
least in terms of convict numbers.

In countries where the size of foreign populations is
well-documented, it is possible to look at what share of
resident South East Europeans find themselves in trou-
ble with the law. Albanians incarcerated in Italy make up
the single largest group in the figure above, constituting
15% of all foreigners detained in Italy. At the end of 2005
there were nearly 3000 Albanians in criminal detention
in ltaly, but there were almost 350,000 Albanians resi-
dent in the country, so 0.9% of the Albanian population
in ltaly was detained. This may sound like a lot, but 0.1%
of the general population in Italy is in prison — if one
were to control for factors like age and income, the dif-
ference may not be so great. And this is just 0.2% more
than the share of all foreigners in prison in the country.
In other words, Albanians are not much more likely than
the average foreigner to find themselves behind bars in

Figure 45: Share of the foreign population in Italy
that is in detention in 2005
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Italy, and are less so than many African groups. Many
nationalities from the region are less likely than the aver-
age foreigner to be incarcerated.

While this sort of comparison is interesting, these figures
include a great number of petty criminals. More pertinent
are the data related to the numbers and share of South
East Europeans who are arrested for specific organised
crimes. These are included in the topical discussions
of organised crime below. Recent analysis suggests
that organised crime groups are increasingly involved
in more than one type of crime.” Despite multi-crime
organisations, it still makes sense to look at organised
crime by categories of offence, and this discussion com-
prises the balance of this section. Two broad headings
of organised crime are discussed: the various forms of
trafficking (drugs, human beings, illegal migration, and
firearms) and the various forms of economic crime (duty
evasion and counterfeiting, corruption and fraud, and
money laundering).

Trafficking: Drugs

It is generally agreed that drug trafficking is the most im-
portant channel of income for Balkan organized crime.
There are three ways this is manifest:

e Large volumes of heroin (and some cocaine) pass
through the region, and facilitation of this process
profits local organised crime structures and corrupt
officials to an unknown degree.

* The region produces cannabis and synthetic drugs,
as well as precursors, for the European market and
beyond.



Figure 46: Average annual drug use prevalence,
2005 estimate
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e South East Europeans resident in West Europe im-
port drugs and retail them there.

Those involved in procuring and transiting the drugs
are often linked with those who retail them, so there is
some overlap in these three activities. They are each
discussed in turn below.

One way of assessing the flow of drugs through the
region is to look at any evidence of their presence left
behind. Despite the huge volumes of drugs that have
transited over the years, South East Europe appears
to have very low levels of substance use overall. West
Europeans consume drugs at a higher rate in every
drug category, often by quite a significant margin. As is
discussed below, the ‘Balkan route’ has been the conti-
nent’s premiere heroin trafficking route for decades, and
yet the share of South East Europeans who consume
opiates is half that of West Europe and one-sixth that
of East Europe.™ This suggests the flow has been con-
ducted by highly organised groups determined to com-
mand the highest return for their product, rather than by
a diffuse network of couriers who might ‘spill’ some of
the heroin into their local communities.'

Transit: Heroin

The most valuable form of contraband crossing the region
is heroin. South East Europe lies along the most conven-
ient route (the so-called ‘Balkan route’) between the sup-
plier of some 90% of the world’s heroin (Afghanistan) and
its most lucrative consumer market (Western Europe). It
is estimated that about 100 tons of heroin crosses South
East Europe on its way to Western Europe, of which 85
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Figure 47: Regional GDPs versus value of heroin flow
to Western Europe
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tons eventually makes it to the consumer, a flow valued
at US$ 25-30 billion."® This is more than the GDPs of
most of the countries of the region, and consequently this
flow has great corrupting power.

This retail figure can be deceptive, however, as it does
not take into account the costs incurred. Also it remains
unclear what share of the profits accrue to residents of
South East Europe, to South East Europeans in the di-
aspora, or to other groups altogether. Further, the share
of the local population that is actually corrupted by this
flow is highly dependent on the nature of the trafficking.
As discussed above, it appears that the flows are highly
organised, thus minimising the number of officials who
need to be given a cut. Some emphasise the growing
importance of ‘roll on, roll off’ traffic, in which container-
ised cargo mounted on tractor trailers is conveyed intact
on board sea vessels and/or railway lines. The impact
of these shipments could be scarcely more than that
the over-flight of air cargo, with only a handful of corrupt
border officials necessarily involved. Others, however,
maintain that countries in the region serve as drug ware-
houses, with large volume shipments coming in and
much smaller parcels going out. This is suggested by
the very large seizures made in countries before South
East Europe on the Balkan route (Iran and Turkey) and
the smaller seizures made in West European countries.
If true, a much larger number of local people would likely
be involved.

The traditional Balkan route leaves Afghanistan to the
west into Iran,’™ which seized 12.5 tons of heroin (and
morphine) in 2005, comprising 14% of the world’s her-
oin and morphine seizures. It then enters Turkey, which
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Figure 48: Heroin (and morphine) seizures in Bulgaria
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seized 8.7 tons, comprising 10%. Turkey’s seizures are
all the more significant given the fact that, in contrast
to Iran, it does not have a local opiates use problem.
As a result, most of the seizures made are large ship-
ments in transit to Western Europe, and single seizures
of 50 kg to 150 kg of heroin are not uncommon in Tur-
key. Between them, the first two countries of the Balkan
route seize nearly a quarter of all the heroin seized in
the world, illustrating the importance of this flow.®

While some of the heroin entering Turkey leaves the
country by sea or by land directly into Greece, the bulk
is believed to transit Bulgaria. This is not well-reflected
in the seizure figures, however. Bulgaria seized 416 kilo-
grams of heroin in 2005, less than half a percent of global
seizures, and less than half a percent of the estimated
flow through the country. Heroin seizures have been in
decline: in 2000, five times this amount was seized.

Heroin seizures in West and Central Europe also de-
clined by 30% during the first five years of the new mil-
lennium, largely reflective of the the decline in Bulgaria
but going beyond it. There is evidence that heroin has
started to lose its appeal in West Europe, as addicts turn
to synthetic opiates and the younger generation seems
to prefer cocaine. Recent surveys in countries with large
heroin user populations illustrate this declining popular-
ity. This is good news for South East Europe, and bad
news for organised crime.

In recent years, Bulgaria has had the best heroin inter-
diction record in the region (Figure). Even taking popula-
tion into account, Bulgaria seizes more heroin per capita
than most of the other countries of South East Europe
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Figure 49: Heroin seizures in West and
Central Europe
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(Figure). This is partly a result of improved interdiction,
and partly a result of the fact that, as with Turkey, most
heroin routes to West Europe pass through Bulgaria. In
any case, seizure levels in most countries are very small
in proportion to the amount of drugs believed to be tran-
siting the region.

From Bulgaria, the routes taken have changed over
time. The original Balkan Route passed directly through
the former Yugoslavia. During the MiloSevicC rule, an es-
timated two tons of heroin per month passed from Asia
to Europe through the former Yugoslavia.®' Apparently,



Figure 50: Kilograms of heroin seized per year in
South East European countries
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this was done with the consent and even the participa-
tion of the state: a large quantity of heroin was discov-
ered in 2001 after the fall of MiloSevi€ regime, stocked
by members of state security in the safes of the Komer-
cijalna Banka. ¢

During the wars, this arrangement seems to have broken
down. The Balkan route split in two, with the creation of
a Northern (Afghanistan-Pakistan/Iran-Turkey-Bulgaria-
Romania-Hungary) and a Southern route (Afghanistan-
Pakistan/Iran-Turkey-Greece-Albania-ltaly). The emer-
gence of the Southern route has been credited with
boosting Albanian organised crime groups to their cur-
rent status.'® During the war in Kosovo, the route again
shifted to the north. Today, there are three main smug-
gling paths of varying popularity, diverging in Bulgaria:

e Southern path: Afghanistan = Pakistan/lran =
Turkey = Bulgaria = Former Yugoslav Republic of
Macedonia = Kosovo or Albania = Italy.

e Central (original) path: Afghanistan = Pakistan/Iran
= Turkey = Bulgaria = Former Yugoslav Republic
of Macedonia or Serbia = Bosnia and Herzegovina
= Croatia = Slovenia = ltaly.

* Northern path: Afghanistan = Pakistan/lran =
Turkey = Bulgaria = Romania= Hungary or Ukraine
= Slovakia or Poland = Austria or Germany.

From the mid-1980s to the mid-1990s, Turkish organised
crime groups dominated European heroin markets.
During the 1990s, however, a new ethnic group began
to emerge in heroin trafficking: ethnic Albanians.'® As
noted above, until 1991, the nation of Albania was one
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Figure 51: Kilograms of heroin seized per 100,000
population in 2005

25.0
20.0 19.1
190 12.3
10.0
7.2
5.4
5.0 3.5
ap | 18 | s | e I I
o = ®H m H
g 8 8 g o g I > <
= [ c = [o)) & c ° g
§ 2 £ 85 5§ 2 3 ¢
< & § £ & g
5] § s
T o
o3 o3 >
© @ T
g £
g &

Source: Annual Reports Questionnaire

of the most isolated in the world. Albanians living in the
former Yugoslavia, however, moved with great freedom
to the east and the west, and there are reports of ethnic
Albanian involvement in Italian organised crime groups
from the mid-1980s."® But as discussed above, eth-
nic Albanian organised crime really got its competitive
advantage from a series of regional shocks during the
1990s, starting with the conflicts in the former Yugosla-
via, the imposition of sanctions, the collapse of the Al-
banian pyramid schemes in 1997, and then the conflict
in Kosovo. For a period of time, large areas of territory
occupied by ethnic Albanians was exempt from the con-
trol of any state, and Italy was only a short speed boat
ride from the west coast of Albania. No other national
group enjoyed such direct access to Western markets.
By 2000, ltalian chief prosecutor Cataldo Motta went so
far as to assert that “Albanian organized crime has be-
come a point of reference for all criminal activity today.
Everything passes via the Albanians.”® The continued
role of diaspora Albanian-speakers and other organised
crime groups from the region are discussed in the sec-
tion on ‘Balkan drug networks in West Europe’ below.

While there are indications that the overall trend for her-
oin consumption in West Europe is declining, the trend
for cocaine is sharply upward in many countries, and this
is reflected in rising seizures in West and Central Europe
(Figure). The following section addresses this trend.

Transit: Cocaine trafficking

As the United States cocaine market has been in a
slump since the late 1990s, international traffickers have
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Figure 52: Cocaine seizures in West and
Central Europe
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looked for new markets. They found a booming one in
West Europe, where cocaine use rates have been on the
rise for some time. Enforcement has been stiff, though,
and multi-ton seizures are made with regularity recently
off the coasts of West Africa and Spain. These seizures
do not involve South East Europeans. But traffickers are
always looking for new routes to bring this drug to its
destination markets. There have long been concerns
that the Balkans would emerge as a backdoor to West-
ern Europe for cocaine traffickers, and there have been
several large seizures to back up this apprehension.

For example, on 7 January 2007, the police of the former
Yugoslav Republic of Macedonia seized 483 kg of co-
caine at Blace on the Kosovo border. The cocaine was
hidden in cans filled with rubber-tree paint originating
from Venezuela, and was offloaded at the port of Bar in
Montenegro, a port often implicated in drug trafficking.
Police sources indicate that it was intended for trans-
portation to Greece by truck via Serbia, Kosovo and the
former Yugoslav Republic of Macedonia. It is believed
the shipment was funded by a group of Swiss, Greek
and German nationals resident in Greece. Since 1999,
there has been evidence of a Greek-Spanish-Colombi-
an cocaine smuggling ring, although the leadership has
changed over time. In Greece, there have been several
seizures of over 100 kg of cocaine destined for the Bal-
kans over the years.'®®

Large single seizures of this sort have tended to domi-
nate the national seizure totals in the past. This sug-
gests the region is being used mainly as a transit zone,
and that the traffic is controlled by well-resourced groups
able to handle such large consignments. For example, in
Pula, Croatia, 337 kg of cocaine were seized on a boat
hidden among car parts on 14 September 20083." This
single seizure comprised 88% of the cocaine reported
seized in the entire region that year.

Many South East Europeans are arrested trafficking
cocaine in West European countries, but this does not
necessarily involve transiting the Balkan countries them-
selves. Indeed, interviews with intelligence sources sug-
gest that most Albanian cocaine traffickers who smuggle
the drug to ltaly buy it in the Netherlands and transport it
directly south, without transiting Albania.'” Nonetheless,
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Figure 53: Kilograms of cocaine seized in South East Europe
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more Albanians were arrested trafficking cocaine (708)
than heroin (394) in Italy in 2006, and more Serbians
were arrested trafficking cocaine (77) than heroin (56) in
Germany in 2006."" This is a product of the fact that co-
caine use levels are much higher than opiate use levels
in these countries. But the contrast remains striking, if
for no other reason than that the geographic positioning
of the Balkans is often used to explain the involvement
of South East Europeans in heroin markets. Geography
is apparently less important than other factors when it
comes to smuggling cocaine.

The routes taken by cocaine on its path from South
America to the Balkans are unclear. In November 1997,
Ukrainian Customs seized 600 kg cocaine seizure at the
port of Sevastopol which had transited Varna, Bulgaria.
The Serbian government reports that cocaine enters
the region through Greek, Montenegrin, Croatian, and
Albanian ports. From these countries the drugs are said
to be transported to the former Yugoslav Republic of
Macedonia, Bosnia and Herzegovina and Serbia. From
there, they enter Hungary and Western Europe.” The
former Yugoslav Republic of Macedonia, on the other
hand, reported an “immense increase” in cocaine com-
ing from Bulgaria in 2005, and says 95% of the cocaine
entering their country comes from Bulgaria.'” The Aus-
trian government lists the Balkan route as one of the
ways cocaine enters the country, and mention South
East Europeans as couriers. ™ According to Europol,
there has been growth in a two-way use of the Balkan
Route with increased trafficking, in addition to precursor
chemicals, of ecstasy and cocaine from Western Europe
into Central and Southern Europe.'
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Source: UNODC Delta database

Production: Cannabis

Cannabis and synthetic drugs are the only substances
of abuse produced in the region. South East Europeans
are also involved in trafficking and dealing these drugs
in both domestic markets and in West Europe.

Albania must be regarded as a major source of cannabis
used in the region, based on the frequency it is listed
as a source by other countries in their ARQ submis-
sions.”” Mass production of cannabis in Albania began
in the southern parts of the country in the early 1990s."”
In particular, Albanian cannabis is trafficked to Greece
and ltaly, and cannabis production in the southern areas
of Albania is believed to be destined almost exclusively
for export to Italy.”” According to the relevant national
authorities, some 83% of ltaly’s cannabis and 67% of
Greece’s cannabis comes from Albania.

The Albanian government disputes these estimates,
however, claiming that production in their country has
been reduced to a quarter of former levels, and that,
as a result, the wholesale price has tripled. They refer
to Italian statistics indicating that the share of total can-
nabis seized in ltaly involving Albanian nationals has
varied greatly over the years (between one fifth and one
half between 2004 and 2006), and that the quantity is
greatly reduced from the early 2000s." There is a differ-
ence between the share seized from Albanian citizens
and the share of seized cannabis that originates in Alba-
nia, however, so these figures are not dispositive.

Similar data are not available for Greece, but in late
2007, a single seizure of over two tons of herbal can-
nabis was made as the drug was on its way to Greece
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from Albania, in a country that has seized between five
and eight tons annually over the past several years.™
Flows are also said to go eastward. Herbal cannabis is
said to be trafficked by road from Albania through the
former Yugoslav Republic of Macedonia and Bulgaria to
Turkey,® although the Turkish government does not list
Albania as a significant source of supply.

There are indications that cannabis is also cultivated on
a small scale in most other countries of the region. In
Kosovo, fields may be protected with landmines. This
provides a significant deterrent to eradication efforts.™

In Bulgaria, cannabis is grown in the Southwest (San-
danski, Petrich) and in the North/ Northwest (Silistra, Do-
brich). Many of the growers are elderly, paid by people
linked to organised crime. Production on public lands has
also been reported.'® About half the herbal cannabis traf-
ficked in Bulgaria is domestic, while most of the balance
is Albanian, and this produce may be trafficked on to Tur-
key and Greece. Some 12 tons of cannabis plants were
destroyed in eradication operations in 2003 in a relatively
small number of operations (31), suggesting large scale
cultivation. The former Yugoslav Republic of Macedonia
says it gets 80% cannabis from Albania and 5% from Bul-
garia. Even places as far afield as Latvia, for example,
say they get some of their cannabis from Bulgaria. '®

But the trend in Western European countries has been
towards consumption of higher potency sinsemilla
grown indoors locally, rather than imported product.'® If
this trend continues, cannabis growers in Albania and
Bulgaria may see their traditional cannabis markets un-
dercut. Indeed, the most recent EU accession progress
report says of Albania “Domestic cultivation of cannabis
has dropped by 70% and the price has gone up, indicat-
ing some success in restricting supply.”® Since a recent
law made it a crime for local civil and police authorities
to fail to report cultivation, this reduction is likely to be
a real one. Whether this is due to law enforcement or a
declining market or both remains unclear.

However, hashish production in Morocco has been in
decline. According to surveys conducted by UNODC and
the Government of Morocco, cannabis cultivation was
down from 134,000 hectares in 2003 to 72,500 hectares
in 2005. At the same time, UNODC surveys show hash-
ish cultivation in Afghanistan increased from 30,000 ha
in 2004 to 50,000 ha in 2005/06 and 70,000 ha in 2007.
As a result, the region may be seeing an increased flow
of imported hashish along the Balkan route.

Production: Synthetic drugs and precursors
manufacture and trafficking

Due to its technological development under communism,
Bulgarian criminals have had an advantage in synthetic
drugs production. They are best known for production

of Kaptagon (fenethylline), a synthetic stimulant prized
in the Middle East for its alleged aphrodisiacal qualities.
Today, most pills sold as Kaptagon are, in fact, forms
of amphetamine that are easier to produce, but large
quantities of these counterfeits are regularly seized.
There have also been reports of false Kaptagon being
produced in Turkey, destined largely for markets in the
Middle East. According to Europol:

... amphetamine tableted with the ‘captagon’logo is pro-
duced on a substantial scale in Bulgaria for the domestic
market as well as for the export to Turkey and Middle
East countries such as Saudi Arabia. More than 900 kg
of amphetamine were seized in Bulgaria in 2006, the
majority on its way to Turkey. Moreover, Turkey reported
the seizure of nine amphetamine production, storage
and tableting sites detected in its territory plus more than
fourteen million amphetamine / ‘captagon’ tablets as well
as 65 kg of BMK. According to Bulgarian information this
production is controlled by Bulgarian organised crime.

But the potential for synthetic drug production exists in
other countries as well, such as Serbia. In early 2003,
the Serbian police arrested a medical doctor, Milan Za-
rubica, in connection with a major amphetamine manu-
facturing operation. It is estimated that the factory had
been operative for two to three years.'® Some metham-
phetamine production has been reported, and the coun-
try is a transit point for ecstasy.” In 2006 in Romania,
quite a bit of cultivation of either San Pedro or peyote
cactus was detected, resulting in the seizure of 92 kg of
mescaline.'*

Although acetic anhydride (a key precursor for heroin
production) has been seized in Bosnia and Herzegovi-
na, the former Yugoslav Republic of Macedonia and
Bulgaria, none of these countries manufactures nor le-
gitimately imports the chemical, so these seizures repre-
sent smuggled loads, from sources as remote as South
East Asia and Mexico. Bulgaria seized over seven tons
of the chemical in 2004,'® and Romania seized 11,180
litres in 2007, suggesting the ‘Balkan route’ is function-
ing in both directions. According to Europol, there have
been seizures of ephedrine “in the Balkans” headed for
the Czech Republic for the purposes of methampheta-
mine production.’ And 1,660 kg of PMK were seized in
Croatia, trafficked from China via the United Arab Emir-
ates and lItaly, destined for the Netherlands for use in
ecstasy production.'®

Balkan drug networks in West Europe

Whatever the role of organised crime groups in South
East Europe, there is round consensus that Balkan or-
ganised crime groups, and particularly ethnic Albanian
groups, are a hazard in West Europe. This is particularly
true with regard to heroin trafficking, the drug that gen-



erates both the most damage and the greatest profits.
Arguably, Albanian heroin dealers are the single most
notorious Balkan organised crime phenomenon. For ex-
ample, a decade ago the Council of Europe noted in its
organised crime situation report:

While in former years the [heroin] trade [in Austria]
was dominated by Turkish organisations, it was noted
in 1998 that ethnic Albanians have now taken over...
ethnic Albanian criminal organisations managed to build
a Europe-wide network and hold monopolies in urban
areas. They maintain operational bases in Austria, Bul-
garia, Czech Republic, Germany, Hungary, Poland, Ro-
mania, Slovakia, Switzerland, United Kingdom, and in
the Nordic countries... '

And in its 2005 situation report, the Council of Europe
said:

Ethnic Albanian criminal groups are reportedly responsi-
ble for a large part of the wholesale distribution of heroin
in Europe... Ethnic Albanian criminal groups pose a sig-
nificant threat to the EU because of their involvement
in drug trafficking, THB [trafficking in human beings] and
money laundering. (emphasis added)’*

“Ethnic Albanian Criminal Groups” are the only national
group discussed in the 2006 Europol publication The
Threat from Organised Crime:

Ethnic Albanian organised crime groups have estab-
lished themselves in many European Union Member
States and beyond... ethnic Albanian crime groups are
found to extend their role from facilitators to achieving
full control in certain crime areas. They adapt without
difficulties to local or changing situations.’

While words to this effect have become standard in both
international and national organised crime analyses, the
exact role of Albanian networks and other groups from
South East Europe in West European heroin distribu-
tion seems to have varied substantially between regions
and over time. And while difficult to assess, it appears
that, overall, the role of groups from South East Europe
in heroin trafficking to Western Europe has declined in
recent years. The following country-by-country review is
a start toward a fresh assessment.

Various estimates have been made over the years as to
the share of the total heroin market controlled by Alba-
nian traffickers. In 2000, the Assistant Director of Inter-
pol testified before the US Congress that, “According to
some estimations, Albanian networks control about 70%
of the heroin market today in Switzerland, Germany,
Austria and the Scandinavian countries.”® But the ba-
sis for making these estimates is unclear. One way of
objectively providing a quantitative picture of the extent
of Albanian heroin trafficking is to look at the number of
heroin arrests made for heroin trafficking of Albanians
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and other groups from the region in Western European
countries. This information is collected in the UNODC
Annual Reports Questionnaire (ARQ). Another is to
look at the location of and the amount of heroin associ-
ated with these arrests, which also gives some idea as
to whether the Albanians are functioning as importers,
wholesalers, or retailers in any particular market. This
information is collected in the UNODC Individual Drug
Seizures database (IDS).

One problem with analysis of the arrest figures is that
‘Albanian’ can refer to both an ethnicity and a national-
ity. Kosovo Albanians may, or may not, be recorded as
Serbian (or, in some databases even today, ‘Yugoslav’)
nationals®' — about one out of every five Serbians is a
Kosovo Albanian. On the other hand, ‘Yugoslav’ could
be an explicit reference to ‘South Slavs’, deliberately ex-
cluding ethnic Albanians of Serbian nationality. Albanian-
speakers also make up about a quarter of the popula-
tion of the former Yugoslav Republic of Macedonia, and
there are small populations of Albanians in most of the
former Yugoslav republics. Indeed, since many Kosovo
Albanians began emigrating in the 1970s, ‘ethnic Albani-
ans’ may have virtually any nationality, despite retaining
a strong sense of Albanian identity.?®

The various Albanian-speaking populations seem to
have played very different roles in regional drug traffick-
ing, however. The Kosovars long enjoyed the benefits of
being part of the most open society in the region, while
the citizens of Albania were completely isolated until the
1990s. After the collapse of the government in 1997,
however, traffickers from Albania had the benefit of con-
trolling a zone of chaos just a short boat ride away from
the second largest heroin market in Europe. As a result,
Albanian nationals are the most important group in ltaly,
while in many other countries, the Kosovars dominate.
While there was collaboration during war time, intel-
ligence sources suggest that groups in Albania, the
province of Kosovo, and the former Yugoslav Republic
of Macedonia all operate independently of one another
today. For example, the situation in Kosovo appears to
be well organised, with perhaps five regional strongmen
controlling corners of the territory and distributing to di-
aspora clan members in specific destination countries.
The situation in Albania is more difficult to summarise,
and it appears that Albanians based in Italy are at least
as important as those situated in their home land.*®

Throughout the discussion below, Albanian nationals will
often be lumped with citizens of Serbia, Montenegro,
and the former Yugoslav Republic of Macedonia to cre-
ate a pool of ‘potential ethnic Albanians’, despite the fact
that this group undoubtedly includes Slavic people, in
order to assess the likely outer limits of ethnic Albanian
involvement in drug trafficking. This will inevitably result
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Figure 54: Nationality of those arrested for heroin Figure 55: Number of Albanians arrested for heroin
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in an over-count — in 2004, the German government
estimated that only 10% of organised crime arrestees
from Serbia and Montenegro were Kosovo Albanians.®
Even using this expanded definition, however, the share
of heroin trafficking attributable to ethnic Albanians pres-
ently appears to be much less than the levels estimated
in the past.

Italy

Given its relative affluence and position directly across
the Adriatic, it is not surprising that ltaly is the country
most affected by Albanian organised crime. There were
over 300,000 Albanians living in Italy in 2004.2% Albanian
groups are known to partner with ltalian organised crime
groups, particularly the Apulian Sacra Corona Unita, in
all manner of smuggling activities.

The 2005 Italian ARQ submission, filled out by the Ital-
ian Ministry of Social Solidarity, said “it was estimated
that in Europe, 40% of the heroin trade is controlled by
Albanian nationals.”® The 2006 submission, filled out by
the Italian Central Directorate for Antidrug Services, said
“it was estimated that in Europe, 80% of the heroin trade
is controlled by Albanian nationals.”® When estimates
within a single government are so divergent, and the is-
sue so politically charged, there is a need for an objec-
tive and replicable model for making this calculation.

Whatever their European market share, there can be lit-
tle doubt that Albanian nationals (and not just the broad-
er grouping ‘ethnic Albanians’) do play a substantial role
in Italian heroin markets. This is not well-reflected in
the number of arrests, however. During 2006, Albanian
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nationals comprised only 6% of all heroin trafficking ar-
rests (Figure). Further, the number of Albanians arrested
for heroin trafficking has been in decline in recent years
(Figure). This may be due, in part, to the prohibition of
the use of locally owned speedboats in Albanian costal
waters in 2006. Interestingly, the number of Albanians
arrested for cocaine trafficking during the same period of
time increased, although the share of total cocaine traf-
ficking arrestees remained the same (between 5% and
6%). Italian data show that most of the Albanians were
arrested in Lombardy, followed by Emilia-Romagna,
Puglia, and Venetia.?®

Despite their relatively small numbers, Albanian nation-
als are responsible for a large share of the weight of her-
oin seized, indicating that they are operating primarily
as importers and wholesalers in Italy. According to data
from the ltalian authorities, between 1998 and 2006, po-
lice seized 9.5 tons of heroin from Albanian nationals,
out of a total of 15.4 tons seized. In other words, some
58% of all heroin seized came from Albanian citizens
in that eight-year period, slightly more than the share
in 2006 alone (51%). Based on IDS data, adding in all
seizures made from Serbians, Montenegrans, and citi-
zens of the former Yugoslav Republic of Macedonia, all
of whom could be ethnically Albanian, would increase
this share by an average of 6% per year. But while the
share is high, the total volume seized in 2006 was less
than half that seized two years earlier, in keeping with an
overall decline in seizures in Italy.

Importantly, the share of the Italian heroin supply that
is believed to transit Albania is not as high as the share
seized from Albanian nationals. In 2006, 51% of the



Figure 56: Heroin seized in Italy 1998-2006
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Figure 57: Kilograms of heroin transiting Albania
seized in ltaly
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heroin seized in ltaly came from Albanian citizens,”® but,
based on seizure-by-seizure statistics, only 29% is be-
lieved to have come through Albania.?® This suggests
that the drug is trafficked by Albanians through other
countries. In its 2006 ARQ, the ltalian government es-
timates that 40% of its heroin comes through Albania,
43% through Turkey, and 16% through other countries.
As with the amount of heroin taken from Albanians, the

amount transiting Albania was down sharply in the last
two years (Figure).

Plotting individual 2006 heroin seizures associated with
Albanian traffickers on a map reflects the importance
of the port of Bari and other coastal towns in traffick-
ing, but it also highlights the Albanian presence in the
north, markets some distance from Albanian territory.
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Figure 58: Nationality of those arrested for heroin Figure 59: Number of Albanians /Yugoslavs arrested
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Few seizures are made in the major cities of Rome and
Naples.

Switzerland

Switzerland has historically been singled out as one of
the countries most affected by ethnic Albanian heroin
trafficking, due to the large expatriate population there
— there were an estimated 94,000 Albanian-speakers
in Switzerland in 2000.2" In the late 1990s, Albanians
were blamed for trafficking some 70%?"? to 90%?" of
Switzerland’s heroin supply into the country. In 20086,
according to the statistics of the Swiss Federal Police,
Albanians comprised 34% of those arrested for heroin
trafficking in Switzerland. No Albanians and only one
‘Yugoslav’®* were arrested for attempting to smug-
gle drugs into the country, however — all the arrests
involved local drug dealing. According to the Swiss
government, “Street sale [of heroin] is carried out by
addicts living in Switzerland or by ethnic Albanians.”?"®
In contrast to Italy, then, Swiss Albanians appear to be
heroin retailers.

‘Persons from the former Yugoslavia’ collectively com-
prised 22% of the dealers, so, in theory, ethnic Alba-
nians could comprise as much as half of the heroin
trafficking arrestees. But the Swiss 2006 ARQ states
that there are ethnic Serbs involved in the heroin mar-
ket too, and the number of Albanians and ‘Yugoslavs’
arrested for heroin has declined sharply in the last five
years (Figure). In addition, after a rapid rise during the
1990s, the number of Albanians in Swiss prisons have
declined since 2000, while those from the former Yu-
goslavia appear to be stabilising (Figure).

in Switzerland for heroin trafficking
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Figure 60: Number of Albanians and Yugoslavs in
Swiss prisons
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No data on heroin seizures have been submitted to the
UNODC IDS for Switzerland, so it is not possible to
make an estimate of the share of Swiss heroin market
controlled by ethnic Albanians.

Greece

Greece is another country with longstanding connec-
tions to Albania and a large expatriate/migrant Albanian
diaspora. Albanian nationals comprised about 6% of
those arrested for heroin trafficking in Greece in 2003,
although they were by far the largest foreign group (fol-



Figure 61: Share of heroin (by weight) seized in
Greece between 1999 and 2003

Others
12%

Greece

13% Albania

40%

Turkey
35%

Source: UNODC IDS database

lowed by Iragis and Georgians).?® But looking at the
ISD data from 1999 to 2003, Albanians are responsible
for a large share of the heroin seized. Between 1999
and 2003, the Greek authorities took almost 700 kg of
heroin off Albanians, out of 1.75 tons seized in large
seizures, or about 40%. In the 2005 ARQ, Greek au-
thorities emphasise their role in cannabis trafficking,
rather than heroin trafficking, however — heroin use
rates in Greece are among the lowest in Europe.

Figure 62: Nationalities of suspects recorded
in connection with heroin trafficking
in Germany in 2006

Serbia &
Italy Mon1t<§/negro Austria
Lebanon 2% ’ 1%  poland
2% 1%

Turkey
8%

German
and other

85%

Source: Bundeskriminalamt

The real problem: Organised crime and corruption

\

Figure 63: Maximal share of heroin seizures (by
weight) taken from ‘ethnic Albanians’?'®
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Germany

Out of 7819 suspects connected with heroin seizures
in Germany in 2006, only 15 were Albanian nationals
(0.2%) and 164 were ‘Yugoslavs’, Serbians, Montene-
grans, or citizens of the former Yugoslav Republic of
Macedonia (2%). These individuals were responsible
for, at the most,?"” 12 kilograms of heroin, out of 879
kg seized in 2006 (1.3%). The German government
does not mention Albanians, ethnic or otherwise, in its
narrative on heroin in the 2006 ARQ, focusing instead
on Germans, Turks and Lebanese, the three largest

Figure 64: Number of Albanian heroin trafficking
suspects identified in Germany?'®
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Figure 65: Number of Yugoslav/Serbian/citizens
of the former Yugoslav Republic of
Macedonia heroin trafficking suspects
identified in Germany?2°
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groups of heroin suspects recorded in the German Po-
lice Crime Statistics 2006.

Austria

Austria also singled out ethnic Albanians as heroin
smugglers in 2006, noting “Criminal groups of ethnic Al-
banians continue to be responsible for further transport
of the heroin from mainly the Kosovo to Austria, and from
Austria onwards to Western Europe.” But only three Al-
banians were arrested for heroin trafficking in 2006, out
of 660 heroin trafficking arrests. Indeed, since 2001, not
more than three Albanians have been arrested for her-
oin smuggling in any year. Serbians/Montenegrans and
citizens of the former Yugoslav Republic of Macedonia,
who could be ethnically Albanian, comprised 8% of all
heroin arrestees, but these figures are small considering
the size of the expatriate population and the proximity
of these countries. The Austrian government estimates
that at least 50% of heroin smugglers of Serbian or
Montenegran nationality are ethnically Albanian.?' If this
were true, ethnic Albanians would likely have comprised
about 4% of heroin trafficking arrests in 2006. Contrary
to other countries, the number of potential ethnic Alba-
nians heroin traffickers has not recently decreased, with
the number of Serbians/Montenegrans and citizens of
the former Yugoslav Republic of Macedonia increas-
ing in the last three years (Figure). While the Austrian
government contributes to the IDS database, it does not
specify the nationality of the arrestees, so no analysis in
this regard is possible.

Figure 66: Nationality of those arrested for heroin
trafficking in Austria in 2006
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Figure 67: Number of Albanians, citizens of the
former Yugoslav Republic of Macedo-
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Other countries

The Hungarian government also singles out Albanian
nationals in its 2006 ARQ - in fact, Albanians are the
only trafficking group discussed: “The Albanian national-
ity groups are still playing a leading role in illegal drug
trafficking.” In 2005, the ARQ submission states, “Our
experience shows that the activity in Hungary of the
groups engaged in international drug smuggling is pre-



Figure 68: Share of total heroin seized (by weight)
taken in Czech Republic 2002-2006
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dominantly linked to the Albanian and Turkish migration.”
But no Albanians were arrested for drug trafficking of any
type in Hungary in 2005 or 2006 (and only two Turkish
citizens, both for cannabis). In 2005, 11 “Yugoslavians”
were arrested, five with cannabis, three with heroin, and
three with other drugs.??? In 2006, four “Yugoslavians”
and four Serbians were arrested, but only two involved
heroin. So, at most, potential ethnic Albanians com-
prised five heroin arrests over the two years, compared
to 698 Hungarians. It is unlikely that these Hungarians
were ethnic Albanians with Hungarian citizenship — at
least as recently as the 2001 Census, there was no im-
migrant Albanian-speaking population in Hungary.??

Slovenia reported in 2006, “Organised criminal gangs of
ethnical Albanian seem to be the greatest problem. It is
difficult to say whether there is only one, or more crimi-
nal gangs associated; this is difficult because of their
bonding...”. The same statement was made word-for-
word in 2002, so it is unclear whether this represents a
fresh assessment of the current situation. No Albanians
were arrested in 2006, but 48 Serbian/Montenegrans
and three citizens of the former Yugoslav Republic of
Macedonia were, representing 2% of all drug trafficking
arrests. Separate figures for heroin trafficking were not
reported.

Similarly in the Czech Republic — ‘Albanians’ are high-
lighted as being associated with both heroin and meth-
amphetamine, but 2005 heroin arrestees were 70% from
the Czech Republic, 16% from Vietnam, 8% from the
former Yugoslavia, and 5% from other countries. Alba-
nians did not feature. Only 94 heroin trafficking arrests
were made in 2006, but these included no Albanians

Czech Rep.

The real problem: Organised crime and corruption

\

Figure 69: Nationality of those arrested for heroin traf-
ficking in Norway in 2001-2002
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and only 10 former Yugoslavians. Although a relatively
small number of heroin seizures above 100 grams are
made, the IDS data shows Albanians were responsible
for 1% of the heroin seized in seizures over 100 grams
between 2002 and 2006, with Serbians and citizens of
the former Yugoslav Republic of Macedonia collectively
representing 14% (Figure).

Available data for the Scandinavian countries is incom-
plete. Sweden and Norway have not reported the na-
tionalities of their drugs arrestees on the ARQ in recent
years. Sweden notes in the 2006 ARQ that criminals
from the Balkans are among those responsible for heroin
trafficking, alongside Swedes, Turks, and West Africans.
The most recent data from Norway are from 2001 and
2002, during which South East Europeans did not fea-
ture at all in reported heroin trafficking arrests. Denmark
does not collect nationality information in trafficking ar-
rests, but does contribute to the IDS database. Between
1997 and 2003, almost 22% of heroin seized in large
seizures came from citizens of Serbia and Montenegro
or the former Yugoslav Republic of Macedonia, which
could have been ethnic Albanians. No Albanian nation-
als were arrested, however, and Denmark has less than
2000 heroin users, so the volumes were not large. Fin-
land arrested six “Yugoslavians” in 2005 for unspecified
drugs (fewer, for instance, than the number of Iranians
(9)), and arrested none in 2006. Iceland made no heroin
trafficking arrests in 2006, and no Albanians or former
Yugoslavs were arrested for any drug.

In addition, there are many countries where South East
Europeans do not appear to be a real factor in the drug
trade. Between 2002 and 2006, France, Belgium, Por-
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tugal, Spain, Poland, and Ireland did not report South
East Europeans to be among the top ten nationalities
for trafficking arrests. For example, most heroin traffick-
ing arrestees in France between 2002 and 2005 were
French (82%), followed by Moroccans (7%), Algerians
(5%) and Congolese (2%). Belgium in particular is in-
teresting, because it had previously been identified as
a command centre for Albanian organised crime,?* and
is known to be a major heroin redistribution centre, but
62% of all heroin trafficking arrestees between 2002 and
2004 were Belgian, followed by Moroccans (17%) and
French (16%).2® Spain reported arresting two Romani-
ans for heroin trafficking, but no other South East Euro-
pean countries were mentioned among the top ten.

Two key countries do not submit drug arrests by nation-
ality in the ARQ: the Netherlands and the United King-
dom. The Netherlands is a recognised hub for heroin
distribution to other West European countries, but Alba-
nian groups are not mentioned in the 2006 ARQ, which
notes instead:

. imports by land seem to be dominated and/or or-
ganised by (Dutch-) Turkish organised crime groups.
There is some information to indicate the involvement
of Dutch-Turkish, Pakistani and Nigerian couriers when
trafficked by air.

A 2005 report by the Netherlands Police Agency ana-
lysed 16 “criminal partnerships” involved in heroin traf-
ficking, of which five were ethnically homogeneous.
None of these featured ethnic Albanians.?®

In the United Kingdom, South East Europeans are not
mentioned in the national 2006/7 Threat Assessment of

Figure 70: Nationalities of heroin trafficking arrestees in 15 European countries in 2004
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Organised Crime, which notes:

Bulk importation and distribution of heroin to the UK is
dominated by ethnic Turkish organised crime groups,
although South Asian (predominantly Pakistanis), and
white British criminals are also involved.?”

Combining all the data available, among the top 10
nationalities arrested for drug trafficking?® in the 15
countries for which heroin arrest data were available in
2004, which comprise most of the population of West
and Central Europe, Albanians represent about 4% of
those arrested for heroin trafficking. About three quar-
ters of these arrests were made in Italy.® If the United
Kingdom were added in, this share would likely dimin-
ish further. Adding in assorted Yugoslavs, Serbians and
Montenegrans, Kosovo Albanians, and citizens of the
former Yugoslav Republic of Macedonia would increase
this to about 6%. In key countries like Italy, Germany,
and Switzerland, the number of South East Europeans
arrested for heroin trafficking appears to be declining.

But even if their numbers are small, as major smug-
glers they could still be responsible for a large share
of the heroin entering these countries. There are two
countries where this appears to be the case: ltaly and
Greece. The 2007 EU accession progress report says
of Albania, “The main markets for drugs remain Italy and
Greece...”®' In both countries, 40%-60% of the heroin
seized by the police was taken from Albanian nationals.
But no other country comes close to these numbers, so
it is highly unlikely that Albanians could be responsible
for 40% or more of the heroin supply to Europe. Includ-
ing potential ‘ethnic Albanians’ (Serbians/Montenegrans
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and Macedonians) doesn’t really change the picture that
much — about 6% in Italy, and fractionally in Greece.

Further, not all European countries command the same
share of the heroin supply. Due to high use levels and/
or large populations, just six countries account for 83%
of heroin users in West and Central Europe: the United
Kingdom, lItaly, Spain, France, Germany, and Portugal.
As noted above, ethnic Albanian traffickers are not a
major source of heroin supply in any of these countries
besides ltaly. ltaly is a major consumer, constituting
about 22% of the European heroin demand, but even
if two thirds of the market were supplied by Albanians,
this would only represent 14% of the European heroin
market. Switzerland and Greece combined contain
about 4% of European heroin users, and not all their
heroin comes from ethnic Albanians. Taking these facts
into consideration, a reasonable estimate of the share of
the European heroin market supplied by possible ethnic
Albanians would be perhaps 10%-20%.

It is possible that Albanians have taken on a more man-
agerial role in recent years, and are directing couriers of
differing nationalities. If so, they would have lost much of
their traditional advantage in this area, which allegedly
revolved around their clannishness and their cultural
codes of silence. According to Europol, Albanian organ-
ised crime groups: “are often built along strong family
ties or clan structures and in carrying out their criminal
activities they maintain strong links with their states of
origin: Albania, Kosovo and the former Yugoslav Re-
public of Macedonia.”® In addition, they are personally
involved in importing heroin to Italy and are reportedly
major street dealers in countries like Switzerland. So
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if Albanians are operating behind the scenes in some
countries, they are taking a more visible role in others,
and the reasons for this variation are unclear.

It is also possible that many in the diaspora have ac-
quired the passports of other nations, so they remain
ethnically Albanian but their nationality is West Euro-
pean. This possibility is difficult to verify empirically with
regard to countries with large diasporas, but ethnic Al-
banians are blamed for trafficking in countries with little
or no Albanian speaking population, such as Hungary.
And if indeed these people are citizens of other coun-
tries, the propriety of referring to them by their ethnicity
is questionable.

This point brings to the fore the problematic nature of
the term “ethnic Albanian”. Firstly, the utility of referring
to ethnicity in organised crime analysis is that it gives
some clue as to cultural and logistics issues that might
influence the way the groups are operating. But if indeed
the ethnic Albanian groups are now directing transna-
tional and ethnically heterogeneous groups along routes
that may not include any Albanian-speaking country, this
term has outlived its usefulness as a descriptive cate-
gory. Secondly, the “ethnic Albanian” problem is, in the
end, no one’s problem, in the sense that no nation state
can be held accountable for it. It vaguely tars Albania for
the actions of people over whom it has no control, while
seemingly absolving more powerful nations of responsi-
bility for their citizens.

Many of the cultural ‘advantages’ posited for ethnic Al-
banian traffickers in the past (their clannishness, codes
of silence, and predilection for violence) may, in fact, be
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their undoing, as groups tend to factionalise and self-de-
struct.? Their focus on issues of honour may cause them
to act contrary to their economic advantage, rendering
them non-competitive now that the region is stabilising.
West African organised criminals, for a contrasting ex-
ample, avoid violence or other matters that draw atten-
tion to their operations, and quickly switch tactics when
confronted with resistance. Ethnic Albanian groups may
be comparatively rigid, and this could ultimately elimi-
nate them from many markets.

There is evidence for the declining role of Kosovar Alba-
nians in the seizure data gathered by the international
administration managing the province. In 2004, loads
of 50 kg to 100 kg were seized coming from Turkey to
Kosovo. Today these seizures are much smaller, mostly
between 5 kg and 10 kg. The largest in 2007 was just
47 kg.?® This is in keeping with the picture that Kosovar
smugglers are withdrawing from the market, although it
could simply represent a shift in tactics.

If the Albanians are responsible for only 10%-20% of the
heroin trafficking, who is responsible for the remaining
80%7? When it comes to heroin markets, there seems
to be a lot of variation between countries and over time.
In most countries, Switzerland being a notable excep-
tion, the majority of arrestees are citizens of that coun-
try, and they are also often implicated in cross border
smuggling. In Portugal (1997-2006), for example, 83%
of all the heroin seized in major seizures between 1997
and 2006 came from Portuguese citizens, and 86% of
the heroin trafficking arrestees between 2002 and 2004
were Portuguese citizens. In some countries, there are
other national groups that dominate the heroin trade. In
Germany, for example, over 40% of the heroin taken in
large seizures between 2003 and 2006 involved Turkish
nationals. Numerically, West Africans are the most ar-
rested regional group for heroin trafficking in Austria.

Given that the capacity for border enforcement is prob-
ably less in the Balkans than in West Europe, the region
is likely to remain vulnerable as a gateway for drug traf-
ficking. Further, there is a risk that citizens of the new
EU members — Bulgaria and Romania — could be used
as couriers due to their enhanced access to the rest of
the Union. On the whole, though, it appears the heroin
trafficking situation in Europe is a lot more complex than
is often suggested, and cannot be laid on the doorstep
of South East Europe alone.

Trafficking: Human beings

While drug trafficking may generate the most profit, inter-
national human trafficking (see definition in Box) draws
the most opprobrium for the region. Transnational labour
movement, including the movement of sex workers,
boomed with the fall of the Berlin Wall. This was prima-

rily a market phenomenon - the wages Western Euro-
peans were willing to pay provoked a tide of workers that
no border management system could contain. Because
such movement was illegal, it was managed by criminals.
And for market niches where supply might not quite meet
demand, such as in the sex market, organised crime was
willing to use guile or force to maximise profits.

The Protocol to Prevent Trafficking in Persons

The United Nations Convention against Transnational Or-
ganized Crime was adopted by General Assembly resolu-
tion 55/25 of 15 November 2000. It contained a Protocol
to Prevent, Suppress and Punish Trafficking in Persons,
Especially Women and Children, which entered into force
on 25 December 2003. It is the first global legal instru-
ment with an agreed definition on trafficking in persons,
which encompasses:

the recruitment, transportation, transfer, harbouring or re-
ceipt of persons, by means of the threat or use of force
or other forms of coercion, of abduction, of fraud, of de-
ception, of the abuse of power or of a position of vulner-
ability or of the giving or receiving of payments or benefits
to achieve the consent of a person having control over
another person, for the purpose of exploitation. Exploita-
tion shall include, at a minimum, the exploitation of the
prostitution of others or other forms of sexual exploitation,
forced labour or services, slavery or practices similar to
slavery, servitude or the removal of organs.

Note that transnational movement is not required un-
der the protocol. All of the countries of the region have
adopted the protocol: Bulgaria and Serbia in 2001; Al-
bania, Bosnia and Herzegovina, and Romania in 2002;
Croatia in 2003; Moldova and the former Yugoslav Re-
public of Macedonia in 2005, and Montenegro ratified it in
2006. They have also all enacted some form of domestic
anti-trafficking legislation: Romania in 2001; Bosnia and
Herzegovina and Croatia in 2003; Bulgaria, Montenegro,
and the former Yugoslav Republic of Macedonia in 2004,
Moldova in 2005; and Albania in 2007.

s

With regard to trafficking for the purposes of sexual ex-
ploitation, the movement was initially similar to the move-
ment of drugs — the greatest sources of supply (the CIS
countries) and demand (West Europe) lay outside the
Balkans, and the region functioned primarily as a transit
zone. But the Yugoslav wars brought with them a source
of domestic demand - the international peacekeepers —
while increasing the vulnerability of local women. South
East Europeans became prominent as victims as well
as perpetrators. Even if ultimately destined for the West,
many victims reportedly experienced their first exploita-
tion in local markets.?®



According to a 2006 Europol report, the Balkans are cur-
rently the epicentre of human trafficking in Europe:

There has been a significant increase in trafficking to
Europe in recent years...Organised crime groups from
Albania, Bulgaria, Lithuania, Nigeria, Romania and the
Former Yugoslavia are the most prevalent. The coun-
tries they commonly target, the ‘source countries’, are
Albania, Bulgaria, Moldova, Romania, Russian Federa-
tion and Ukraine... The main destination countries in Eu-
rope are Austria, Belgium, France, Germany, Greece,
Italy, Netherlands, Spain and the United Kingdom... The
IOM estimates that 120,000 women and children are
trafficked through the Balkans alone each year.?’

That last figure is striking, and is frequently cited.?® Ac-
cording to the IOM, the original referred only to traffick-
ing to the European Union, primarily through the Bal-
kans, and it originated around the year 2001. But the
IOM notes it no longer endorses this number, cannot say
how it was originally generated, and cannot currently
provide an updated or alternative estimate.? Earlier es-
timates attributed to the IOM placed the number of wom-
en and girls trafficked from Central and Eastern Europe
at 500,000 in 1995%° and 175,000 in 1997.* While the
geography is broader, this suggests a rapidly declining
trend. The basis for these estimates is also unknown.*?

Advocates have argued that the measurement of human
trafficking is more complicated than measuring drug
trafficking. Whatever the merits of this argument, human
trafficking is certainly less well quantified today. For ex-
ample, the reliability of the United States government’s
estimates on the global extent of human trafficking have
recently been questioned by its own Government Ac-
countability Office.*® Regional estimations by less well-
resourced organisations are similarly tenuous.

If any region in the world should have good figures on the
extent of human trafficking, however, it would be South
East Europe. The trafficking of women from East Europe
to West Europe for the purposes of sexual exploitation
has received more media attention and intergovernmen-
tal assistance than any other human trafficking problem
in the world. The visibility of this issue was a key impe-
tus behind the passage of the United Nations protocol
against trafficking.

So how well do these estimates tally with the other quan-
titative information available today? There are two main
sources of data on the number and origin of human traf-
ficking victims. One is the criminal justice system and the
other is the network of agencies offering assistance to vic-
tims. Both are flawed, but they constitute the main sources
of objective data on the scale of human trafficking.

The criminal justice data capture only a small fraction of
the underlying activity. In the past, law enforcement only
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came across evidence of trafficking accidentally, in the
process of investigating more traditional cases, such as
rape, unlawful detention, grievous bodily harm, robbery
or theft of documents. But human trafficking is a morally
repugnant crime, and international outrage has placed
considerable pressure on the Balkans, as a recognised
gateway, to do something about the problem. It is near
the top of the enforcement agendas in most of these
countries, and efforts to stop the trade are only likely to
grow.

Many have pointed to the difficulty of detecting a ‘hidden
market’, about which victims are afraid to speak. Inves-
tigators may encounter problems with withess coopera-
tion, as victims fear for their own safety or that of their
families in the country of origin, so the number of victims
identified is typically much larger than the number of
successful prosecutions.?* The 2007 Progress Report is-
sued by the European Commission on Albania says, “In
2006 only 20 out of 227 suspected or identified victims
of trafficking were willing to testify against their traffick-
ers, due to weak witness protection.”*® But cooperative
witnesses are a luxury in organised crime investiga-
tions, and most other forms of organised crime lack any
clear ‘victim’ at all. Organisations that traffic for sexual
exploitation are especially vulnerable to exposure due to
the fact that they must, in some way, advertise, and are
often linked to semi-legitimate enterprises, like massage
parlours or other adult entertainment businesses.?® So
while only a small share of human trafficking operations
are uncovered, it would be incorrect to say the criminal
justice data bear no relation to the scale of the problem
at all, and many report on the number of suspects de-
tected, whether or not a criminal case could be made.

Despite the attention given to the issue, a remarkably
small number of victims in South East Europe come to
the attention of the authorities. According to the Council
of Europe, the countries of South East Europe (excluding
Bulgaria, Moldova, and Romania)*’ identify about 250
cases of trafficking in the region per year.*® This number
has been steady over the last three years, despite de-
clining detections in Albania and growing detections in
Bosnia. The Dutch National Rapporteur on Trafficking
suggests that perhaps as few as 5% of human traffick-
ing cases come to the attention of the authorities in the
Netherlands, and similar figures have been suggested in
other EU member states.?* If this detection rate could be
applied to this region, these 250 cases would represent
about 5000 victims in these parts of South East Europe.
South East Europe has limited criminal justice capacity
compared to the Netherlands, but this number is low.

Romania presents a very different picture, with a re-
ported 2285 trafficking victims identified in 2006 alone,
nearly 10 times as many as the other states combined.
Of these, 64% were trafficked for the purposes of sexual
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exploitation, and 56% were females between the ages
of 14 and 25.%° Romania had about 1.6 million women
and girls in this age category in 2006, for an annual vic-
timisation rate of about 80 per 100,000, or about four
times the national robbery victimisation rate, adjusted for
under-reporting. And these are only the detected cases
— at a 5% detection rate, the real rate would be 1600 per
100,000, or 1.6% of the entire young female population
trafficked each year. If this were accurate, by the time
a Romanian girl grew from the bottom of this age cat-
egory to the top, her chances of being trafficked would
be about one in six. In the end, it is difficult to reconcile
these figures with the others gathered in the region or
those in West European countries. Either the figures are
incomparable for some reason, or the detection rates
are much higher, or the problem is truly concentrated in
Romania for some reason. These possibilities are dis-
cussed further below.

Operation Mirage

Operation Mirage 2002 was a project initiated by the
SECI centre and implemented by member states and in-
ternational agencies (Albania, Bosnia and Herzegovina,
Bulgaria, Croatia, the former Yugoslav Republic of Mac-
edonia, Serbia and Montenegro, Greece, Hungary, Mol-
davia, Romania, Turkey, Ukraine, and UNMIK) to combat
human trafficking in the region. According to the project
evaluation:

Operation Mirage began as planned in the evening of
Saturday, 7th September 2002. Hotels, discothéques,
night-bars, parking lots, border points and other various
places known to law enforcement as possibilities where
criminal activity takes place were targeted and raids con-
ducted during the first night throughout the region.

Some 20,000 premises were searched, 13,000 women
and children interviewed, and 237 trafficking victims iden-
tified, of whom 23 were assisted by IOM or local NGOs.

The operation was such a success that it was repeated
in 2003, with 12 nations participating. Once again, over
20,000 premises were searched, over 11,000 people
screened, 463 trafficking victims identified, and 65 people
assisted. In addition, 207 traffickers were charged.

These numbers are impressive, and show that, at least
as of 2003, there were several hundred victims in a dozen
countries. But given the scale of the effort, it would be
surprising if only 5% of the problem were detected. This
would imply that some 400,000 premises would have to
be searched in a comprehensive effort. And if only 5% of
the victims were detected, this would still imply less than
10,000 victims in the region.

But if the South East European detection rate is low due
to resource or corruption issues, these issues should
have less impact in West European countries. As with
drugs, detection rates related to human trafficking in
West European countries should bear some resem-
blance to the underlying transnational trafficking flows.
This is particularly true because most governments
keep record of the number of suspected trafficking vic-
tims, whether or not anyone is ever prosecuted for the
offence. According to Europol, the top destination coun-
tries for trafficked victims in Europe are nine: Austria,
Belgium, France, Germany, Greece, ltaly, Netherlands,
Spain and the United Kingdom. Detailed data from four
of these (Germany, Greece, ltaly, and the Netherlands)
are discussed below.

The numbers of detected victims and traffickers from
South East Europe are small in West Europe too. Even
more surprising is the fact that the primary nationalities
of the Balkan victims are Romanian and Bulgarian, the
two countries that have recently joined the EU, rather
than Albanian and Moldovan, the poor countries often
associated with human trafficking in the past.

As the next section shows, many people pay migrant
smugglers to transport them across international bor-
ders without the promise of a job offer, so the visa re-
gime does pose a real impediment to labour movement.
When this barrier is dropped, all transnational workers,
including sex workers, cross borders more easily. What
is not clear is how this would favour human traffickers,
who are able to offer one less service (i.e. cross-border
smuggling) as an incentive to their victims. On the other
hand, the removal of a visa requirement would be a boon
to those who voluntarily wish to work illegally in the EU.
It may be that these Romanian and Bulgarian workers
are, in fact, voluntary workers, who are being misclassi-
fied as trafficking victims for various reasons. This point
is discussed further below.

Netherlands

One clear destination for victims trafficked for the pur-
poses of sexual exploitation is the Netherlands, and the
Dutch are one of the leading countries in Europe in the
prosecution of human trafficking. In 2004, 55 Bulgarians
(14% of the total) and 45 Romanians (11%) were identi-
fied as victims in the Netherlands, while 14 Bulgarians
(6% of the total) and 23 Romanians (10%) were identi-
fied as traffickers (Figure). The dominant victim group
was Dutch, however, and the dominant trafficker nation-
ality was Turkish.

Since that time, however, the share of Balkan victims
has declined dramatically. Bulgarian and Romanian vic-
tims combined represented only 18% of identified traf-
ficking victims in 2005, 13% in 2006, and 15% in the
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Figure 72: Victims and suspects of human trafficking identified in the Netherlands in 2004
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first six months of 2007.%' In 2006, Dutch and Nigerian
nationals represented the two largest groups of traffick-
ing victims identified, and Dutch and Turkish traffickers
the two largest groups of traffickers convicted.

Greece

Greece identified 41 Romanian (23% of the total), 10
Bulgarian (6%), 10 Moldovan (6%), and nine Albanian
(5%) victims of human trafficking in 2004. Indications
are that these ratios have not changed much since that
time. That same year, 22 Albanians (6% of the total),

Figure 73: Victims and perpetrators of human
trafficking in Greece in 2004
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15 Bulgarians (4%), five Romanians (1%), and four
Moldovans (1%) were identified as traffickers (Figure).?
The dominant victim group was Russian, while the domi-
nant perpetrator group was Greek.

Germany

In Germany, 126 Bulgarians and 104 Romanians were
identified as victims in 2004. With regard to traffickers,
60 Bulgarian nationals were identified as traffickers in
Germany in 2004, the third highest nationality, after Ger-
mans and Turks (Figure). The dominant victim group

Figure 74: Victims and perpetrators of human
trafficking in Germany in 2004
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Figure 75: Victims of human trafficking (section 601)

in Italy from 9/7/2003 - 31/12/2006
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was Ukrainian, and the dominant trafficker group was
German.

Italy

According to the official figures of the Italian police, Ro-
manian victims comprised nearly one third of the victims
associated with investigations under criminal code sec-
tion 601, which relates to trafficking (Figure).*® Between
the last quarter of 2003 and the end of 2006, Romanian
victims were the dominant trafficked nationality (138 vic-
tims). During that three-and-a-quarter year time period,
there were also six Albanians and 15 people from other
parts of the Balkans detected, for an average of 122 vic-
tims from South East Europe per year.

Other countries

There is little available data from the other countries
identified as key destination sites — Austria, Belgium,
France, Spain, and the United Kingdom. Indications are
that the United Kingdom has a lower share of victims
from the region than the countries for which detailed
data are available, while France, Belgium and Austria
are likely to have similar profiles.®” Data from some
sending countries suggest that Spain rivals ltaly as a top
destination for the region. According to the Romanian
National Agency against Trafficking in Persons, the ma-
jority of Romanian victims identified in 2006 and 2007
were destined for Spain and ltaly.

While Portugal is not identified as a prime destination
for Balkan trafficking victims, the Portuguese authorities
do identify a large number of foreign trafficking victims

Figure 76: Destination countries of human traffick-
ing victims identified by the Romanian
authorities in the first 10 months of 2007.
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each year. Romanians (70), as well as a few Moldovans
(10), were found among the trafficking victims in Portu-
gal in 2004 and 2005 as well, although their numbers
pale next to the numbers coming from Brazil (Figure).
Between 2000 and 2005, 118 perpetrators of human
trafficking were identified, with citizens of Poland (58)
being the dominant group. No traffickers from the Bal-
kans were identified.

Figure 77: Victims of trafficking and exploitation
in Portugal 2004 (n = 940)
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In 2006, 75 Moldovan women were repatriated from Tur-
key, the largest single national group out of 246 repatri-
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Figure 78: Number of trafficking victims assisted in SE Europe reported to IOM
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ated victims. Two Bulgarians were also repatriated, but
no other nationals of South East Europe were detected.

What do these figures tell us about the scale and na-
ture of human trafficking to West Europe? Combining
the 2004 figures from the four key trafficking destination
countries detailed above (Netherlands, Greece, ltaly,
and Germany) totals about 557 victims from the region,
or about 140 victims per country. Of these 557 victims,
a remarkable 59% were Romanian, and 35% were Bul-
garian. This is in keeping with the trafficking statistics
from within the region, in which Romanian detections
are disproportionately high. Moldovan, Albanian, and
former Yugoslav victims are conspicuous by their rela-
tively low numbers.

Assuming each of the nine prime destination countries
detected 140 victims from the Balkans, that would mean
1260 detected victims per year. At a low 5% detection
rate, this would suggest about 25,000 victims annually,
not 120,000. If the rate were 10%, the rate used by the
International Labour Organisation in their global esti-
mates, the figure would be just 12,600 victims, or about
one tenth of previous estimates.®® Either West Euro-
pean agencies are also failing to investigate the matter
vigorously, past figures were inflated, or the scale of the
problem has declined considerably from the time of the
past estimates.

What trends can be detected from the police statistics?
While time series data are limited, the overall number
of trafficking victims detected has declined over the
long term in a number of important jurisdictions, despite
growing enforcement efforts. For example, in 1995 over
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1500 victims of trafficking were detected in German po-
lice investigations, but by 2004 the number was 972.2%
The police statistics also show a remarkable decrease
in the numbers of Albanian victims over time. As might
be expected, ltaly was a prime destination for Albanian
victims in the past. While Albanians constituted some
40% of female victims in Italy in the 1990s, by 2003 they
constituted only 15%.%" Between the last quarter of 2003
and the end of 2006, they comprised just 2%. There are
lessons to be learned from the Albanian experience.

Victim assistance

Data on the victim assistance side show a slightly differ-
ent picture than the enforcement data, with Albanians
emerging as the most assisted group at least as recently
as 2004. This may relate to inertia in the geographic dis-
tribution of resources for care facilities, however, rather
than to the actual distribution of victimisation. About
1200 South East Europeans received assistance as traf-
ficking victims annually between 2000 and 2004. While
members of CIS countries (particularly Russia and the
Ukraine) used to figure more prominently, in 2004 South
East Europeans (including Moldova) comprised some
98% of all trafficking victims assisted in the region.

A number of reports argue that the decreasing number
of victims is due to traffickers adjusting their methods
of operation in order to avoid detection, with the result
that trafficking has become less visible.?® This may be
achieved by treating victims more carefully, use of le-
gitimate but fraudulently acquired documents, and the
movement of victims away from visible locations such as
nightclubs and bars into apartments, together with the
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use of technologies such as the internet for client recruit-
ment.?* UNICEF, UNOHCHR and OSCE conclude that,
in reality, it is likely that both anti-trafficking measures in
the region have been to some extent effective, and that
new trafficking trends are also being adopted with the
potential to push the phenomenon somewhat deeper
underground.® After nine years of producing organised
crime situation reports, in 2005 the Council of Europe
argued, “In south-eastern Europe in general, trafficking
in human beings appears to be declining — or at least
has become less visible.”® The 2007 CARPO report on
organised crime in the region argues that trafficking for
sexual exploitation “seems to decrease”, but, “It is still
unclear whether there is a real decrease in the number
of persons trafficked from or through South-eastern Eu-
rope into the EU or a trend change in that there appears
to be more ‘internal trafficking’ in some of the project
areas and a more ‘hidden market’.”®” This ambiguity
makes objective assessment of the situation difficult. To
clarify matters, it is necessary to look more particularly
at the dominant form of trafficking in the Balkans — traf-
ficking for the purpose of sexual exploitation.

There are many forms of human trafficking. Among
those victims receiving assistance from the IOM in
South East Europe, those trafficked for the purpose of
sexual exploitation constituted 65% and 74% of identi-
fied victims for 2003 and 2004 respectively. Those who
were not sexually exploited but trafficked solely for the
purposes of labour comprised 7% (2003) and 4% (2004)
of the victims assisted. Those who were not sexually ex-
ploited but rather imported for begging or delinquency
comprised 4% (2003) and 6% (2004) of the cases.?® In
around 20% of the cases in 2003, the victim was subject
to multiple forms of exploitation, usually including sexual
exploitation.

If at least two-thirds of the trafficking victims are traf-
ficked for the purposes of prostitution, and some
120,000 people are imported annually into the EU from
or through South East Europe, then the annual turnover
of this racket would be have been around 80,000 women
per year for perhaps the last 15 years. This amounts to
1.2 million women, and there are only about 4.3 million
women between the ages of 15 and 25 living in South
East Europe today.

Furthermore, this number would necessarily represent
only a small fraction of total demand. The Balkan organ-
ised crime groups who market sex slaves would have
to compete with those who import from other regions,
such as those who traffic Brazilian women into Portugal
and Nigerian women into a number of countries. They
would also have to compete with those who traffic local
women into sexual exploitation, a sector that dominates
the forced prostitution market in countries like the Neth-

erlands. And they would have to compete with both local
and international voluntary sex workers, who undeniably
make up the largest sector of the trade.

Even absent enforcement measures, a saturation point
in this market must be reached at some stage. It makes
sense that a large number of illegal labourers, including
sex workers, crossed from East to West in the 1990s,
but equilibrium must eventually be attained. Further, the
two largest sources of victims — Bulgaria and Romania
— are no longer subject to restrictions on their travel to
the EU. Women from these countries no longer need
‘help’ to get a visa to enter the EU, for example, which
should erode the ability of traffickers to delude or coerce
their potential victims. On the other hand, enhanced
mobility would make it easier for voluntary sex workers
from these countries to access West European markets,
which would tend to increase their market share, as ap-
pears to be happening. If these Bulgarian and Roma-
nian women had the same access to legal employment
opportunities in the West as they do to sex work, it is
likely that their involvement would sharply diminish.

With regard to trafficking into South East Europe, it is
roundly agreed that the international forces were previ-
ously a key source of demand, but that this has changed
as tighter controls were implemented.?® The internation-
al presence in the region has also declined considerably
from its peak. This should be reflected in a declining re-
gional demand for forced sexual services.

Finally, according to the 2006 Europol report, “The actu-
al methods used [in recruiting trafficking victims] are var-
ied but in the majority, the common theme is deceit...”
0 One has to ask, then, how long can these deceptive
methods be expected to work? In Kosovo (Serbia), for
instance, “the most common method used was the ‘Lov-
er boy’ method with offers of marriage and assistance to
leave Kosovo from men who had formed relationships
with the victims.”?! Aside from being an extremely labour
intensive way of recruiting the thousands of victims al-
legedly required, word about such practices and recruit-
ers would eventually circulate in the province. According
to the IOM, in 30% of the cases coming to their attention
where the relationship was known, the victim and perpe-
trator were friends or relatives.?? Whatever the share of
the population willing to sell its friends or relations into
sexual slavery, this source of supply will eventually burn
itself out, particularly as economic conditions improve.

So while the possibility that enforcement efforts have
driven the industry further underground cannot be en-
tirely discounted, there is also some sense to taking the
declines in the number of victims assisted at face value,
as representing a real decline in the extent of human
trafficking in the region.



Figure 79: Number of migration related border
apprehensions in the region (data not
available for Albania and Moldova)
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Trafficking: Smuggling of migrants

The smuggling of migrants is mainly distinguished from
human trafficking by virtue of the fact that the elements
of deception and coercion are not present and cross-
border migration is required.?” It was estimated at the
beginning of the decade that the migrant smuggling
business brought in an annual income of four billion
Euro in Europe.?* Due in part to tighter controls, it ap-
pears a growing share of illegal migrants are turning to
smugglers for assistance in accessing their destination
countries. For example, Hungarian border guards report
that in 1990, only about 20% to 25% of illegal migrants
were “assisted”, while by 2005, the figure was 70%.%®
Those involved run the gamut from individual service
providers to large and highly structured groups.?®

The Protocol against Migrant Smuggling

The Protocol against the Smuggling of Migrants by Land,
Sea and Air, adopted by General Assembly resolution
55/25, entered into force on 28 January 2004. It defines
migrant smuggling as:

the procurement, in order to obtain, directly or indirectly,
a financial or other material benefit, of the illegal entry of
a person into a State Party of which the person is not a
national or a permanent resident

All of the countries of the region have adopted the pro-
tocol: Bulgaria and Serbia in 2001; Albania, Bosnia and
Herzegovina, and Romania in 2002; Croatia in 2003;
Moldova and the former Yugoslav Republic of Macedonia
in 2005, and Montenegro ratified it in 2006.
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Figure 80: Number of migration related border
apprehensions in Croatia
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The overall flows of illegal migrants through South East
Europe appear to be in decline, however. The CARPO
2007 regional organised crime situation report on the re-
gion said with regard to migrant smuggling, “The situa-
tion in South-eastern Europe has considerably improved
in recent years...”” During the 1990s, illegal migration
to and from East and South East Europe assumed mas-
sive proportions, peaking in 2000, when 270,000 people
were apprehended at the borders of the 20 countries in
Central, Eastern and South East Europe for which data
are available. South East Europe saw a sudden decline
in detected illegal migration after 2000, with the number
of border apprehensions dropping by 50% in three years
(Figure). Croatia shows the most dramatic decrease
during this period, with apprehensions since 2003 being
a fifth of those in 2000 (Figure),? largely due to a sharp
drop in illegal Romanian migration following the lifting of
visa requirements for that country in 2002.%”

These declines in apprehensions are very likely to reflect
a real decline in migrant flows, as enforcement efforts
have increased markedly in recent years, so a larger
share of the total flow should be detected. All countries
of the region have signed and ratified the U.N. Proto-
col against the Smuggling of Migrants. Border control
systems have been upgraded, often with the financial
assistance of the European Union, and criminal investi-
gation capacities have improved.°

Today, most migrants apprehended in South East Europe
come from within the region. Bosnia and Herzegovina
is a case in point: in 2006, 58% of those apprehended
for illegal migration in South East Europe®® were from
Bosnia and Herzegovina, and 98% were from South
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Figure 81: Nationality of those apprehended for illegal border crossing in South East Europe in 2006
(data not available from Albanian and Moldovan border control authorities)
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East Europe generally (Figure). In the past, Bosnia and
Herzegovina had been a major conduit for immigrants
from Iran, but the imposition of visa requirements in 2000
changed that.® Similarly, once Serbia and Montenegro
began to require a visa for visiting Chinese citizens,
migrant smuggling organizations quickly changed their
methods of entering Europe.® The Serbian government
also required the state airline, JAT, to cancel the direct
flight from Beijing to Belgrade.?® As a result of these and
similar efforts, the region seems not to be a major con-
duit for migrants from outside Europe at present.

Smuggling routes are not so clear-cut as they used to
be, with the use of certain “smuggling hubs” being the
only constant in the diverse routes taken by migrants.
At these hubs, migrants are pooled and possibly re-
grouped, and may be transferred between different
smuggling organisations.?® In South East Europe, Sara-
jevo and Belgrade are still widely used as smuggling
hubs.?® Since Kosovo (Serbia) has no real visa regime,
many migrants from outside the region have entered
Europe through Pristina airport.?® There was a particu-
lar problem with South Asian migration when the airport
was supervised by Bangladeshi peacekeepers, but this
has also been corrected.?

Over the past few years there is a noticeable shift in
the modus operandi of smuggling operations away from
clandestine crossings and towards the use of forged
documents. The forged documents market in South
East and East Europe is flourishing and the quality of
falsified documents is often very high. In some cases,
facilitators re-use falsified documents with several mi-
grants. Passport pictures are replaced, passport pages

Source: International Centre for Migration Policy Development?®”

removed or replaced, false stamps and fake visas are
issued by embassies, fake invitations and hotel book-
ings are generated. Passports or visa stamps stolen
from embassies are also used.®* Stevo Pendarovski,
the former Yugoslav Republic of Macedonia’s Assistant
Minister of Interior, stated in 2000 that some 50% of the
illegal migrants entering his country do so with the use
of fake documents.®® There were reports that the crimi-
nals who murdered Serbian Prime Minister Zoran Bindi¢
used Croatian passports stolen from the Croatian Con-
sulate in Mostar. There are even auctions on the web for
falsified documents.?*

In 2006, the border guards of the countries in South
East Europe seized around 3500 counterfeit documents
from migrants, which is actually somewhat less than in
previous years. The documents were mostly detected at
border crossing points, and listed their owners as citi-
zens of neighbouring South East European States or EU
Member States.?®

Despite the decline in flows and the added costs of busi-
ness, migrant smuggling may still be a strong source of
income for organised crime. Still, this appears to be a
market on the ebb, and it will inevitably dwindle further
as relations with West Europe normalise.

Trafficking: Firearms

As was described above, countries in this region, par-
ticularly Bulgaria, were used extensively to traffic arms
during the Cold War. Kintex, Bulgaria’s official arms
export company was closely aligned with the secret
service, and supplied arms to Libya, Syria, and Iraq.
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Figure 82: Registered and unregistered civilian firearms per 100 citizens in 2007 (high end estimates)
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Arms production was the cornerstone of the Bulgarian
economy, employing over 100,000 people in 1989 and
valued at up to US$5 billion annually.*® There were ap-
proximately 120 arms companies in Bulgaria in the late
1980s and early 1990s.>*" In the 1990s, Bulgaria was
accused of exporting artillery guns to Iraq, transferring
US$ 25 million in light weapons to Croatia, violating the
UN arms embargo on Rwanda by exporting guns to the
Hutu, and arming the Burundian Armed Forces. As late
as 2001, Bulgaria sold weapons to Angola’s UNITA in
violation of the UN embargo.?®

Outside Bulgaria, other countries in the region were also
involved in arms trafficking, sometimes through official
government channels. Albanian arms were also sold to
the former Rwandan Government forces in Eastern Zaire
through a UK firm, during and after the Rwandan geno-
cide.® Croatia is believed to have been the most impor-
tant source of arms for IRA.*® Romanian firearms were
allegedly transferred to Rwanda (1997), UNITA rebels
in Angola (1996-1999), and rebels in the Democratic
Republic of the Congo (2001).*' There have also been
questions about some recent and large official transfers
from Bosnia and Herzegovina to Afghanistan and Iraq,
involving hundreds of thousands of weapons.3®

Great numbers of firearms were imported into the region
during the Yugoslav conflicts, and more flooded into
Albania and Kosovo (Serbia) after the armouries were
looted during the 1997 crisis. At least as recently as
2001, it was said to be possible to buy almost anything
in the region, including handguns, assault rifles, explo-
sives, heavy machine guns and anti-tank weapons. The
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Source: Elaborated from Small Arms Survey 2007 and SEESAC 2006°%

* Does not include an estimate of unregistered firearms

The Protocol against Firearms Trafficking

The Protocol against the lllicit Manufacturing of and Traf-
ficking in Firearms, their Parts and Components and Am-
munition was adopted by General Assembly resolution
55/255 of 31 May 2001. It entered into force on 3 July
2005. The objective of the Protocol is to strengthen coop-
eration among States Parties in order to prevent the illicit
manufacturing of and trafficking in firearms. By ratifying
the Protocol, States make a commitment to adopt a se-
ries of crime-control measures and pass legislation:

¢ criminalising the illegal manufacturing or

trafficking of firearms

creating a regulatory system regarding licit
manufacturing and dealing in firearms, and

instituting a standardised regime for marking
and identifying firearms

Under the convention, ‘firearms trafficking’ means :

...the import, export, acquisition, sale, delivery, movement
or transfer of firearms, their parts and components and
ammunition from or across the territory of one State Party
to that of another State Party if any one of the States Par-
ties concerned does not authorize it...

Albania, Bosnia and Herzegovina, and the former Yu-
goslav Republic of Macedonia have not yet adopted the
Firearms Protocol, while the other countries all acceded it
between 2002 and 2006 (except Montenegro, which rati-
fied it in 2006).
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Figure 83: Estimated illicit firearms per 100 citizens in 2007 (estimate for Romania not available)
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price of AK47 could be as low as US$ 300, and Bulgar-
ian Makarov pistols were said to have sold for as little
as US$ 100-200 each.*® But there have also been major
weapons destruction programmes in many countries in
the region, including Albania (230,000 weapons and 18
million rounds of ammunition),** Bulgaria (77,516 sub-
machine guns), and Serbia (51,000 small arms and light
weapons).3®

Similarly to the flow of drugs, however, firearms emanat-
ing from the region seem to have left a relatively small
imprint on it. Estimates of the number of registered and
unregistered weapons held by civilians in the region
suggest that South East Europe has fewer small arms
per capita than many countries in West Europe (Figure).
Looking just at illegal firearms, the countries with the
highest murder rates (Moldova, Albania) have some of
the smallest numbers of illicit firearms (Figure).

The impact of firearms is highly dependent on social con-
text, but as Section 2 above showed, rates of violence in
this region remain low, even by European standards.

In addition to low murder rates overall, a large share of
the murders that are committed in many countries in the
region do not involve a firearm. In Romania, a country of
22 million, only three people were shot to death in 2004.
Albania is exceptional in this regard, and has one of the
highest rates of firearm homicide in Europe. By global
standards, however, this rate is still low — on the order
of some of the safer countries in the Americas. Further,
the data on the Albanian firearm homicide rate comes
from 2002, and indications are that the situation has im-
proved considerably since that time.

22
16
15
13 13
11
| I

—

1a

Croat
Montenegro
Kosovo
(Serbia
FYR
Macedonia

Source: SEESAC estimates

Today, there remain many arms manufacturers in the
region, particularly in Bulgaria and Serbia, and some
firearms trafficking continues. In June 2006, for exam-
ple, Croatian and Slovenian police forces investigated
some fifty firearms traffickers and discovered a fac-
tory in Croatia with huge stocks of weapons. Firearms
were exported through Slovenia to Austria, Germany,
France, the Netherlands, Belgium and Spain.®” Accord-
ing to SEESAC, “...during 2005/6...some [media] stories
alleg[ed] the involvement of registered SALW producers
and law enforcement officers in trafficking on more than
one occasion.” However, in their 2006 survey of Croatia,
they note, “The relative saturation of the Croatian market
means there is little domestic demand for firearms from
abroad with the partial exception of ‘boutique’ firearms.
There is no evidence of high-volume, state-facilitated
trafficking with the majority of interceptions classified as
‘ant’ [low volume] traffic.”%®

The situation has certainly much improved since the
time of active conflicts. Firearms trafficking is not even
mentioned in the Council of Europe’s situation reports
on organised crime in the region. According to an as-
sessment of the Southern Adriatic region (Croatia, Bos-
nia and Herzegovina, Montenegro) by SEESAC in 2003,
“...high levels of weapons are not present in this transit
area any more... if weapons are smuggled across the
border, it is in small numbers and mainly pistols now.”3®
SEESAC also reports of Romania in 2006, “The Roma-
nian authorities consider the involvement of organised
crime in the trafficking of firearms in Romania to be lim-
ited, and few cases have been reported.” In Moldova
in 2006, volumes of trafficking are low due to “...the cur-



Figure 84: Firearm murders per 100,000 in 2004
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rent lack of appreciable demand in Moldovan govern-
ment controlled territory and the probability that Moldo-
va is not a significant land transit point...”" In Kosovo
(Serbia), “Improved border control and law enforcement,
together with often difficult transport links, make it un-
likely that SALW have been transited through Kosovo in
large numbers in recent years.”

In the end, the argument made by UNDP and Saferworld
with regard to Serbia in 2005 could probably be applied
to much of the region:

A combination of an improvement in the security environ-
ment, a reduction in ethnic conflict, weakened demand
owing probably to market saturation and an increase in
law enforcement capacity has contributed to a decrease
in trafficking levels, as witnessed by a decrease in bor-
der interceptions.

Economic crime:
Duty evasion and counterfeiting

The preceding sections have made the case that some
of the mainstays of organised crime everywhere — traf-
ficking in drugs, slaves, migrants, and guns — are mar-
kets in decline in South East Europe. But as the Council
of Europe and European Commission note, “In South-
eastern Europe, tax and customs fraud, capital flight,
and privitisation fraud appear to be of greater relevance
than traditional organised crime.”"” Much of this hurts
only the countries of the region themselves, with rela-
tively minor impact on West Europe.

An area that straddles the line between trafficking and
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economic crime is the smuggling of licit goods in order to
evade customs duties and other taxes. Tracking trends
in the smuggling of licit goods is challenging, because
virtually any item can be smuggled to take advantage
of differential rates of taxation. Recently, beef has been
trafficked to Serbia, for example. As the victim in smug-
gling cases is usually a national excise department, of-
ten that of a wealthy country, many have had few qualms
about engaging in this highly lucrative activity. Numer-
ous porous borders (Bosnia and Herzegovina alone has
400 border crossings), diverse systems of taxation, and
the large, mobile South East European diaspora have all
contributed to the growth of this illicit trade. But accord-
ing to the most recent report of the CARPO project, “the
scale of smuggling has decreased due to the gradual
normalisation of the region ...”%?

Cigarettes are one of the most profitable items to smug-
gle. Globally, an estimated 320 billion cigarettes are
smuggled and an estimated US$ 20 billion of public rev-
enue is lost every year.®"* A single truck of cigarettes im-
ported into the EU can represent EUR 500,000 in profit.
Cigarette smuggling took place in Montenegro, Serbia,
Croatia, the former Yugoslav Republic of Macedonia,
Kosovo (Serbia) and Bosnia and Herzegovina during
the conflict as way of financing war efforts.’” The Sara-
jevo Tobacco Industry continued producing throughout
the war and during the 1993-1994 siege of the city. Ciga-
rettes were sold for as much as EUR 50 per pack, and
were used as currency for barter. Cigarette manufactur-
ing was the only industry to turn a profit during the war
in Bosnia and Herzegovina. The profits went to illegal
weapons, and into the pockets of the smugglers.®'®
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Figure 85: Estimates of the share of the tobacco market that was illicit in the mid-1990s
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At the regional level, South East Europen countries were
net exporters of about 44 billion cigarettes in 2000.%" Net
domestic prices have differed quite substantially across
the region (from 0.5 US cents per cigarette in the former
Yugoslav Republic of Macedonia to 2.4 cents in Croatia,
for example). In 2000, net illicit exports for the region
totalled US$ 500 million. These figures are likely lower
than the reality, as they do not include off-the-books cig-
arette production and transit smuggling. In the 1990s,
according to Italian sources, up to 60% of the GDP of
Montenegro came from the “cigarettes transit business”,
which transported cigarettes from Rotterdam through
Montenegro to Italy.3”® In 2001, the quantity of cigarettes
that officially passed through Kosovo (Serbia) customs
during the entire year was only adequate to supply ciga-
rette consumption in the province for one month.3®

There are three main schemes by which cigarettes are
supplied to black markets:

1. large amounts of cigarettes are purchased in low-tax
jurisdictions for resale in high-tax jurisdictions

2. untaxed cigarettes marked for export sold domesti-
cally, or untaxed export cigarettes are re-imported

3. popular cigarette brands are counterfeited

Smuggling has been allegedly conducted with the con-
sent of major manufacturers — for them, the benefit lay
in the expansion of their market shares.*® For instance,
the Rovinj tobacco industry legally exported cigarettes
to Bosnia and Herzegovina and then brought them back
to Croatia for resale, presenting them as though they
had been produced in Bosnia and Herzegovina. This

11.5
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Source: von Lampe, 2005%%2

process of ‘re-cycling’ was facilitated through sales of
Rovinj’s Slovenian subsidiaries to Cyprus, Liechtenstein
or Malta, to companies owned by Serbian, Montenegrin
or Croatian politicians. The cigarettes never reached
those countries but were instead shipped or trucked
from the ports of Koper and Varna to Montenegro, thus
avoiding customs duties and state taxes.*!

In Bulgaria, duty free shops are also said to be involved
in cigarette and alcohol smuggling, and are suspected
of facilitating other crimes as well. Inspections by the
Ministry of Finance have shown that it is virtually impos-
sible to monitor whether duty free shop customers have
actually crossed an international border or not.??

Another key licit commodity to be smuggled is oil. Im-
ported oil products are declared as low duty items,
smaller quantities are registered than are received, or
fuel is simply smuggled in. For instance, the total con-
sumption of petrol and diesel in Moldova is estimated at
89,000 tons higher than the amount officially declared
for import. As a result, the state budget does not collect
annual VAT and excise duties in amount of MDL 119 mil-
lion (just over EUR 7 million). At the same time, 60% of
petrol and diesel purchase transactions for the country
were performed through off-shore companies.®*

Since the 1990s, though, it appears that much of this ac-
tivity has substantially decreased. As the 2006 CARPO
organised crime situation report notes:

The end of sanctions against Serbia and the subse-
quent disruption of oil and cigarette smuggling channels
as well as other law enforcement and regulatory efforts,
significantly contributed to improved revenue collection.
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Thus certain opportunities for illegal trade in this region
have been removed... The smuggling of oil and ciga-
rettes in the region, prominent during sanctions against
Serbia, is still ongoing but at a lower scale.’®

lllegal import of other goods (in particular from China)
is a major problem for the region’s manufacturers, as
they cannot compete with these products. For example,
between 1998 and 2003, Chinese cargo smuggling be-
came a primary source of funding for the grey economy
in Bulgaria. Wholesale markets are run by crime groups
and are serving as the main wholesale distribution points
for smuggled goods. This illicit trade involves a number
of Chinese merchants with family ties to China. They are
in control of both wholesale markets and large networks
of semi-legal retailers.*

Another form of organised tax evasion is fake invoic-
ing. Under-invoicing of imports is done to avoid tariff and
VAT collection and as well as non-tariff barriers at the
borders. Over-invoicing of exports is done for VAT re-
funds and export subsidies for certain products, as well
as for money laundering purposes. In Albania, illegal im-
ports come from Greece, such as TV sets, cameras and
petroleum products. Croatia is believed to be the source
of more than US$ 700 million in illegal exports annu-
ally, mainly to ltaly, Germany and Austria. The former
Yugoslav Republic of Macedonia is estimated to be the
source of illegal exports totalling US$ 600 million an-
nually, to Greece (US$300 million), Germany (US$ 140
million) and Italy (US$ 90 million), mainly petroleum and
cars. Croatian, Albanian and the former Yugoslav Re-
public of Macedonia exports as well imports from Croatia

The real problem: Organised crime and corruption

\

73

Greece Bulgaria Romania

and the former Yugoslav Republic of Macedonia, have
discrepancy figures double the world average. The main
products illegally imported or exported are: textiles and
footwear, petrol, cars and trucks, ships, sugar, medicine
and electronics.®’

Aside from tax evasion, goods that appear to be legiti-
mate on their face may be tainted due to unauthorised
production, or counterfeiting. According to the Interna-
tional Chamber of Commerce, the trade in counterfeit
products represents 5% to 7% of world trade.’® In the
EU, an estimated 39% of software sold is unlicensed,
as is 16% of audio-visual products, 10-16% of textiles,
10% of music, 5-10% of car spare parts and 5-7% of
sport and leisure products. EU customs seized 68 mil-
lion counterfeit products in 2000, 94 million in 2001, 85
million in 2002.%2

Most (about 80%) of the counterfeited products in the
EU come from China.*® Counterfeiters favour indirect
importation routes in order to deceive customs authori-
ties. The origin of the product is concealed by carrying
it through several countries before sending it to its final
destination. Routes are constantly changed and genu-
ine and counterfeit products are often mixed. Financial
gains are substantial and risks low compared with those
for other forms of trafficking. Investments can yield
returns of 1000%. For example, the Italian Camorra
imports large quantities of fake CDs from Bulgaria or
Ukraine. The profit is enormous: one kilogram of pirate
CDs is worth more (EUR 3,000) than one kilogram of
marijuana (EUR 1,000).%"

But the ultimate counterfeit good is counterfeit cash.
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Between 2002 and June 2006, some 2.2 million coun-
terfeit euro banknotes with a total value of 117 million
euros were removed from circulation globally.*? Bulgar-
ian criminals have long been implicated in counterfeit-
ing schemes, and the country is notable for the quality
and volume of its counterfeit euro seizures.>®* Bulgarian
police reported in 2004 that they had seized more than
3 million Euros in counterfeit notes since 2001 and dis-
mantled some thirty criminal printing operations.3*

Many counterfeit notes are produced in print shops that
also do legitimate print work. The notes they produce
are of reasonable quality and include replica water-
marks, holograms and security threads that stand up
to casual examination.®® Other counterfeiters work from
remote garages and barns to produce notes of varying
quality, using everything from sophisticated high-pres-
sure presses to household PCs, photocopiers and laser
printers.3®

These decentralised operations feed into better organ-
ised distribution networks, which purchase the notes
for a fraction of their face value. Germany (particularly
Bavaria) and Greece are particularly targeted for distri-
bution.*” Greek police claim that a significant source of
such notes are organized crime groups in Bulgaria.®®

More recently, Bulgarian police have broken up net-
works of credit card forgers. In one operation, a criminal
group of twelve members based in Sofia and southern
Stara Zagora were identified following their installation
of a skimming device in an ATM designed to copy in-
formation from real credit cards. The information was
transferred to forged cards and used to draw money
from cash machines in Italy, Spain, and Germany.** In
another operation, three Bulgarians were arrested with
counterfeit cards on to which the details of real French
credit cards had been copied. The cards had been used
to withdraw cash from banks in Athens, Thessaloniki and
other Greek cities.*® Bulgarian police note that whilst
euro counterfeiting is still continuing, credit-card forgery
has begun to replace money counterfeiting due to lower
risk and quicker profits.®!

Economic crime: Corruption and fraud

Organised crime has only achieved its current propor-
tions because of corruption. In addition, corruption is a
profitable crime in itself. Like organised crime, corrup-
tion is difficult to define, but generally involves the use
of public office for private gain. This can include petty
corruption, such as the extortion of bribes by civil serv-
ants, and grand corruption, such as major procurement
fraud. It also includes embezzlement of public funds at
all levels.

Most countries of the region regard corruption to be
among their greatest problems. Corruption has been

The UN Convention on Corruption

By its resolution 58/4 of 31 October 2003, the General As-
sembly adopted the United Nations Convention against
Corruption. In accordance with article 68 (1) of the afore-
mentioned resolution, the United Nations Convention
against Corruption entered into force on 14 December
2005.

Rather than providing a single definition of corruption, the
Convention requires criminalisation of a range of offenc-
es, including: bribery of national public officials; bribery of
foreign public officials and officials of public international
organizations; embezzlement, misappropriation or other
diversion of property by a public official; trading in influ-
ence; abuse of functions; illicit enrichment; bribery in the
private sector; and the embezzlement of property in the
private sector.

In a manner similar to the Convention on Organized
Crime, it introduces a comprehensive legal regime for
international cooperation, including provisions covering
money laundering, asset forfeiture, and extradition. Every
country in the region adopted the Convention between
2005 and 2007.

>i©

considered the main social problem in Albania and Ro-
mania, second in Bosnia and Herzegovina and Croatia,
third in the former Yugoslav Republic of Macedonia and
fourth in Bulgaria.*® More recent polls show the issue
has moved to the top of the agenda in Bulgaria.*

Many are cynical about the chances that corruption will
improve in time. A recent public opinion poll showed
that 57% of Romanians, 54% of Bulgarians and 66%
of Croatians do not believe that corruption will improve
in the next five years. Some 72% of Croatians, 74% of
Bulgarians and 84% of Romanians think that corruption
has increased drastically since the fall of Communism.3#
Serbia’s citizens have been among the most optimistic
as regards the capacity of their society to cope with the
problem of corruption. 3%

Corruption is undeniably a difficult matter to measure.
According to the Council of Europe and the European
Commission, “reliable and comparable figures on the
extent of corruption problems are not available”. *¢ Petty
corruption can be measured, to some degree, by victim
surveys. Respondents are generally asked whether they
have been required to pay bribes for public services in
the past year.’ In areas where this practice has become
normalised, there is a risk of inaccurate response, but
victim surveys show that this one area of crime where
South East Europe distinguishes itself, with the highest
aggregate rates of victimisation of any region. The ICVS
survey in Tirana, Albania, recorded the highest corrup-



Figure 87: Share of the regional population that ex-
perienced corruption in the previous year
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Figure 88: Share of respondents who paid bribes,
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tion victimisation rate in the world by a wide margin — a
remarkable 59% of respondents said they had experi-
enced corruption in the previous year, compared to 19%
in Bucharest, 17% in Belgrade, 16% in Sofia, 9% in Za-
greb, and 8% in Skopje. Much of the survey data are
dated.

More recent information is available from a similar ques-
tion asked by Transparency International in their Global
Corruption Barometer.*® Here, some perplexing trends
are seen. While still very high, Moldova and Romania
show a convincing decline in corruption victimisation over
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Figure 89: Share of respondents who paid bribes
in 2006
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time. The rapid drop in figures in Serbia (6% in one year)
is more difficult to explain. Similarly, Bulgaria’s moderate
rising trend is believable, but Albania’s rate more than
doubled in two years, to become the highest rate record-
ed in the survey in the world (Figure). In other countries
in the region, the problem is more moderate, worse than
the West European average, but mostly better than in
other transitional or developing regions (Figure).

Transparency International’s other well-known indicator
is the Corruption Perceptions Index, which measures
the perception, not the experience, of business lead-
ers and others of corruption around the world. Despite
the fact that two-thirds of the population reportedly pays
bribes each year, Albania is not perceived as being the
most corruption afflicted country in the world, and, in-
deed, its rating improved moderately in 2006. Of the
other countries, some have improved since 2001 (Ser-
bia and Montenegro, Romania, Moldova) while others
have declined (Croatia, Bosnia and Herzegovina). Ser-
bia’s improvement is most pronounced — in 2000, it was
given the second lowest in the world, with only Nigeria
scoring lower.

Another NGO to rate corruption in countries around the
world is Freedom House. Their rakings show an improve-
ment in corruption levels (low scores indicating low cor-
ruption) in most countries, with improvements in Serbia,
Bosnia and Herzegovina, and Bulgaria being most pro-
nounced. Like the TI CPI, Serbia has progressed from
being considered the country most afflicted by corrup-
tion in the region to achieving a rating equal to Croatia.
All Balkan countries score above the non-Baltic former
Soviet States, but below the new EU members.
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Figure 90: Transparency International’s CPI for South East Europe countries

4.5
4
3.5

w

N

'y

0

o @ © o

c c o8-S 5 D

I o > 6]

o o5 9% © c

S 3 3 52

s D5 »9

T =

W 2001 2002 2003 W2004 W2005

Figure 91: World Bank 2006 Control of Corruption
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The Freedom House data are used in composite indices
such as the World Bank governance indicators, present-
ed in the figure below. Each bar represents the share of
countries which were ranked lower than the country indi-
cated. In terms of control of corruption, all the countries
of this region except Bulgaria and Croatia were rated
below the East European average, with Albania scoring
less than the sub-Saharan Africa average.
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Aside from perceptions data, there are no easy indica-
tors of the extent of grand corruption. The situation with
regard to both petty and grand corruption varies sub-
stantially from country to country, so each deserves in-
dividual discussion.

Albania has one of the best legislative frameworks
against corruption in the region, but also the largest
problem. The annual report of the High State Audit for
2004, released in October 2005, stated that more than
US$ 200 million had been wasted through corruption.
The number of public officials convicted for corruption is
growing: 58 in 2002, 76 in 2003 and 171 in 2004.%8 This
is probably more reflective of growing capacity for pros-
ecution than growing incidence, however. Recent arrests
have been made of a number of high officials, including
the Deputy Minister for Public Works and Transporta-
tion; the Secretary General of the Ministry of Labour and
Social Affairs; the Director General of Roads; directors
and specialists at the regional agencies of the Tax Office
and department of Forests, and others.®*

Some 60% of the Albanian population considers corrup-
tion a more problematic issue that unemployment or low
salaries.®® Surveys differ as to which sectors of govern-
ment are considered the most corrupt, but the judiciary,
customs, the national privatization agency and health
services generally rated as the most problematic. Other
fields of concern are the tax administration and the po-
lice.%®

One of the most common forms of corruption encoun-
tered in Albania is the use of bribery by the business
sector to achieve commercial ends, such as avoiding



Figure 92: Freedom House corruption ratings
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taxes or acquiring favourable judicial decisions.®” A
World Bank survey indicated that private companies
surrendered 8% of their income to bribes annually.
Approximately 50% of firm respondents admitted hav-
ing been involved in corrupt activities.*® According to a
survey conducted in 1999, three quarters of business-
people responded that tax evasion occurred “often to
very often”.3® Albania is believed to capture only a small
amount of the taxes due to the state, and this affects its
ability to perform as a government. But recent increases
in some revenue streams, such taxes on fuel, cigarettes,
and television sets, show that the situation is improving,
and overall customs revenues are growing.*°

As is the case in other parts of the world, foreign aid may
have exacerbated the problem. According to Interpol,
“The Kosovo conflict and the refugee problem in Albania
resulted in a remarkable influx of financial aid. Albanian
organised crime with links to Albanian state authorities
seems to have highly profited from these funds.”®'

The people of Bosnia and Herzegovina also encounter
problems with both individual and commercial bribery.
According to one World Bank survey, installing an elec-
trical or telephone line costs 145 euro in bribes, buying
a license or permit costs about 230 euro, and bribes to
judges can be as little as 110 euro. The survey suggest-
ed that for any major business deal to be concluded, 4%
of its total value had to be paid in bribes. 3¢

At a higher level, misuse of public funds or abuse of
power, often in the form of compensating for the losses
of public companies and private businesses, is encoun-
tered. In Republic Srpska in particular, tax evasion and

© o owT Do ()
= =) o = o
5 © = > e e oo
= @© (0] N = == o e

5 £ 3 e 82 2
s B> £ = zw Ea

=) o

z b

Source: Freedom House®'

H2005 M 2006

nepotism are noted. Transparency International’s Bos-
nia and Herzegovina Chapter found that 27% to 36%
of survey respondents were themselves involved in
corruption, and that the most affected professions were
customs officials, political party representatives, tax ad-
ministration personnel, the staff of state-owned compa-
nies and local authorities (in Republic Srpska), and rep-
resentatives of political parties, members of parliament
and government, customs officers and the judiciary (in
BH Federation).* Milica Bisi¢, advisor to the Prime Min-
ister of Republic Srpska for economic issues, stated that
the Republic Srpska budget loses annually KM 300-500
million (EUR 150-250 million) because of corruption,
which is half of its value.®*

Public confidence in government is undermined by high
profile corruption scandals. Several prominent politi-
cians have been tried for corruption in the recent past.
Ante Jelavi¢ was charged of abuse of authority while
he was Federation Defence Minister and Dragan Covi¢
for abuse of authority as Federation Minister of Finance.
Party leader Mladen IvankoviC was charged with tax
evasion.®®

At the beginning of the 1990s, most cases of corrup-
tion in Bulgaria were related to the privatization of state-
owned companies, while now they relate mainly to EU
funding, public tenders and VAT fraud. A report of the
Center for the Study of Democracy (CSD) suggested,
in March 2006, that corruption was on the increase, and
that the majority of cases (especially those involving
high-ranking officials) remained unresolved. The report
states: “Soft anti-corruption measures have exhausted
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their potential and more effective approaches must be
found, especially at administrative and political levels.”
Only 17 days after the opening a hotline for reporting
cases of corruption by citizens, the Bulgarian Ministry
of Interior received more than 800 allegations of corrup-
tion. The allegations included information on corruption
in 14 ministries, municipalities and other authorities. The
largest number of reports concerned the Ministry of Inte-
rior itself (more than 100).%%

A survey conducted in March and April 2004 in Bulgaria
showed that the general population believes that cus-
toms officials are the most corrupt sector of government
(46%), followed by the judiciary (40%), police (27%), the
health service (27%) and other branches of government
(24%).%" An opinion poll by MBDM carried out in large
cities in Bulgaria showed that the respondents consid-
ered customs officials (73%), the judiciary (58%), police
officers, physicians, tax administration personnel, mem-
bers of parliament and traffic police officers as most cor-
rupt.® According to a poll conducted among Bulgarian
businesspeople, corruption is seen as the main obstacle
in conducting business. A report by the NGO group “Co-
alition 2000” showed that customs and police officers
and judges were considered to be the most corrupt pro-
fessions in Bulgaria, followed by prosecutors, lawyers,
ministers and tax officers.

But with regard to requests for bribes, surveys conduct-
ed in time series suggest a declining trend, with percep-
tions being affected by media coverage. As one recent
study of crime in Europe noted:

ICVS-type victimisation questions used in surveys car-
ried out in Bulgaria indicated a steady decline of corrupt
practices since 1999 while perception-based indicators
fluctuated up and downwards in connection to relevant
media events.>®

According to EBRD’s 2005 Transition report, Croatia
was among the few transition countries (together with
Hungary, Azerbaijan and Armenia) in which corruption in
2005 was higher than in 2002. The Croatian Minister of
Justice, talking about the achievements of the Anti-Cor-
ruption Strategy, admitted that her Ministry does actually
not have an overview of corruption data in the country,
since the only data that exist are those about citizens’
perception of corruption.*” In the period between 1997
and 2001, among 237,754 criminal offences recorded
in Croatia, only 0.82% were related to corruption. There
were 475 cases of corruption between 1996 and 2000,
out of which 71 were dismissed by Public Prosecutor’s
Office. The rest, for which criminal proceedings were ini-
tiated, resulted in 171 convictions. However, only 11.1%
of convictions resulted in imprisonment and many were
dismissed because the time limit for prosecution had
been exceeded.®"

Whereas businesspeople in Croatia believe that there
have been some improvements in the fight against cor-
ruption, citizens still believe that corruption has grown in
the last three years, and only 5% believe that corruption
has decreased. Some 37% believe that corruption will in-
crease within the next three years and only 14% believe
that it will decrease.®” In a recent poll, more than 90%
of Croatians thought that bribing a physician was nor-
mal.* A public opinion poll conducted in Croatia showed
that Croatia belongs to countries with the lowest cor-
ruption rate of the civil service but is among the highest
as regards the corruptibility of politicians.®™ About 89%
of respondents in Zagreb believe that crime is present
in the company in which they work, and 77% believe
that corruption is the main obstacle to conducting busi-
ness. In Zagreb, 42% of respondents said they believed
the authorities were corrupt. Bribes are given mainly to
police officers, custom officers and doctors. Only 1% of
cases are reported.’” Croatia’s National Programme for
the Fight against Corruption refers to a public survey,
according to which 65.8% of the population believes that
corruption is a very widespread phenomenon and that
54% to 82% of the population condemn corruption.

In the former Yugoslav Republic of Macedonia, cor-
ruption remains a serious problem — it has been esti-
mated that more money is wasted through corruption
than the entire amount received through international
assistance.®® According to a 2003 report of the State
Audit Office released in January 2005, 18 million euro
were spent by public institutions without proper docu-
mentation of this expenditure.’” The Government has
not taken action on this, and the Minister of Finance did
not recognize this report.””® International Crisis Group
says that “corruption [had] acquired the capacity not only
to retard economic progress but also to feed organized
crime and, in turn, political and communal instability.” In
the 1998 elections, the ruling party lost because of cor-
ruption scandals. After they came into power in 2002,
the Social Democratic Party of Macedonia (SDSM)-led
coalition made a major purge of public and financial in-
stitutions, passed a new law on conflict of interest, and
established a state commission for combating corrup-
tion, which brought charges against several members
of the previous governments. The State Commission for
Prevention of Corruption in its May 2005 report com-
plained about the lack of cooperation of the public pros-
ecutor. The report says that “there was no real effect of
the fight against corruption” and that the “rule of law re-
mains only a political declaration.”” Mihajlo Manevski,
Chairperson of the Commission, said in May 2006 that
there are severe government pressures on the com-
mission, including threats of dismissal. According to the
former Yugoslav Republic of Macedonia’s police data,
out of the total number of crimes committed in the coun-
try in the year 2000, only 0.6 to 1.3 % were related to



corruption. However, corruption constituted 13% to 30%
of economic crime.*®

According to an opinion poll by the International Centre
for the Study of the Alternatives in 2001, citizens of the
former Yugoslav Republic of Macedonia believed that
customs officers, ministers and members of parliament,
tax administration personnel, and judges were the most
corrupt public servants. The two main problems of the
society are considered to be unemployment and low
salaries, and then corruption. Political instability was
fourth, crime, high prices and ethnic unrest followed.®
Research has been done by the Centre for Strategic
Research and Development into susceptibility of public
officials to corruption. It has shown that inspection and
customs officers are the most corrupt: 39% of foreign
investors had to pay a bribe to inspectors and 37% to
customs officials.®® Some 73% of the former Yugoslav
Republic of Macedonia population regards the govern-
ment as corrupt.®

ATransparency International study on bribery in business
in Moldova shows that the most corrupt areas of gov-
ernment are believed to be health, education, customs,
and the police. Some 90% of surveyed victims decided
not to report cases of corruption. Moldovan business-
people view corruption as the second most important
obstacle to developing a business, after high taxes. Just
over 66% of businesspeople believe a Government con-
tract can be obtained only though bribery. 3

In Romania, the Nastase government (2000-2004)
was the first to recognise that there was a corruption
problem in the country. A National Anticorruption Pros-
ecutor’s Office (NAPO) was created in 2002, and the
Tareceanu Government continued these efforts. In
March 2005, at the request of the EU Commission, an
audit was prepared of Romania’s anticorruption strat-
egy, which showed that the NAPO was having little ef-
fect. The NAPO head was consequently dismissed and
NAP was transformed first into a Department and then
into the National Anticorruption Directorate (DNA), situ-
ated within the Office of Prosecutor General, charged
with investigating top officials. The reorganization of the
anticorruption prosecution office resulted in a very sig-
nificant increase in the number of investigations opened
and indictments formulated against high level officials,
including MPs, ministers, magistrates, high ranking mili-
tary staff, local administration representatives.

In 2003, for example, out of 758 persons indicted for
corruption, 352 had leading positions, including former
ministers, magistrates, mayors, directors, high customs
officials, etc. In the period between 2001 and 2003, the
Minister of Justice approved criminal investigation of
93 public notaries, 69 judges, 20 prosecutors and 52
bailiffs. Of these, 27 public notaries, 15 judges, nine
prosecutors and six bailiffs were indicted.®¢ At the time,
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the government was criticised for not prosecuting high-
ranking government officials, but this was to change.
In 2005, the department charged 744 persons, includ-
ing former MPs; four magistrates; six lawyers; 38 em-
ployees in law enforcement agencies; eight high-level
employees in central administration; and 17 official and
high-level employees in local administration.®” In 2006,
DNA indicted the President of the Chamber of Deputies,
a former Prime Minister; the Vice Prime Minister; five
Members of the Parliament; two State Secretaries, one
Secretary General; two Presidents of County Councils;
one prefect; four judges; one chief prosecutor; one army
general; two high level officers with management posi-
tions in an intelligence service, and others.**®

In a public opinion poll of the Foundation for the Develop-
ment of Civil Society in Romania, 84.4% of respondents
answered that most or all civil servants take bribes. They
did not attribute the causes of this problem to structural
or institutional reasons (such as low salary) but rather
to moral reasons (greed).*® The World Bank’s report on
Corruption in Romania from 2001 indicates that 38% of
officials were offered a bribe in 2000 and that 42% of
respondents who had had contact with public authori-
ties had been asked to pay bribes (16%) or had offered
them (22%). About 40% of the population believed there
was no sense in making a complaint. A reported 68%
of businesses believed that the slowness of the judicial
system caused harm to their business, 46% of respond-
ents believed that they were affected by corruption in
private sector and 37% believed they were affected by
organized crime.*®

As mentioned above, in 2000, Serbia and Montenegro
ranked second lowest (ahead of Nigeria) on the TI in-
dex of corruption perceptions. Serbia adopted an anti-
corruption strategy in December 2005, including an ac-
tion plan and the creation of an independent supervision
body. A national strategy for judicial reform was adopted
in 2004, but the Council of Europe found this strategy not
to be in line with international standards. It was adopted
without being discussed in public or Parliament.®' In
January 2006, major corruption was discovered in the
National Bank, with both the current and a former vice-
governor being arrested.*? A Supreme Court judge and
Deputy Special Prosecutor were arrested for taking
bribes from organized crime. The Minister of Defence
had to resign because of bribes paid by a company for
delivery of equipment to the army. During three weeks in
January-February 2002, 465 reports of corruption were
made by citizens using the hotline of the Ministry of In-
terior. However, only 19 citizens were ready to come to
police stations and file the case officially.** The head of
Serbian customs was recently dismissed for alleged in-
volvement in corrupt activities, and the crackdown on
his department continues.
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Figure 93: Share of the regional population that experienced consumer fraud in the previous year
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In terms of high level public service corruption, the Ser-
bian government has uncovered a long series of ‘ma-
fias’. Rather than engaging in gangland tactics, these
networks of corrupt officials seem to limit their activities
to embezzlement and kickback schemes. For example,
in May 2007, the trial began of 53 former officials (the
‘road mafia’) charged with electronically diverting 6.5
million Euros in road tolls into their personal accounts. In
July 2007, Belgrade police filed criminal charges against
four former officials (the ‘power mafia’) of Elektroprivre-
da Srbije (EPS) suspected for abuse of official power
that brought a profit of almost US$ 13 million.**

According to Serbia’s citizens, the main causes of cor-
ruption in Serbia are: low incomes, greedy authorities,
the moral crisis, inadequate legislation, the mixing of
private and public interests, the failures of the judicial
system and the heritage of the past.*® Serbians regard
corruption is the fifth most important societal problem,
after political instability, crime, poverty and low incomes.
According to Serbia’s citizens, corruption is most com-
mon among customs officers, police personnel, busi-
nesspeople, judges, tax administration personnel, phy-
sicians, local authorities and politicians.?*’

Despite generally positive views of the government,
corruption was the second most mentioned concern of
Kosovo Albanians, after unemployment but before pov-
erty. At least as of 2003, survey data showed the Kos-
ovo (Serbia) population perceived the Kosovo Energy
Corporation as the most corrupt institution, followed by
businesspeople and the Post and Telecommunications
Company. Around 40% of the respondents said they
believed that all or almost all government officials are
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involved in corruption.®® As of late 2006, the courts in
Kosovo (Serbia) received only 10 to 15 cases of corrup-
tion per year, however.*®

In the private sector, dishonesty in business manifests
itself in consumer fraud. The ICVS measures consumer
fraud in the question: “has someone when selling some-
thing to you or delivering a service [in the last year]
cheated you in terms of quantity or quality of the goods/
service?” Some 38% of respondents said they had ex-
perienced fraud in the previous year, and the region
was second only to the CIS states of Eastern Europe
in the share of the population that had been victimised
by fraud.

Economic crime: Money laundering

Most organised crime transactions are conducted on a
cash basis. Bringing this cash into the legitimate econ-
omy requires concealing its origins, and this is where
the business of money laundering comes in. It is diffi-
cult to estimate the extent or describe trends in money
laundering, for precisely the same reason the region is
vulnerable: the economies remain largely cash-based,
and financial sector regulation remains underdevel-
oped. Only a minority of households have a bank ac-
count (Figure). In many jurisdictions, money laundering
was only recently or is incompletely criminalised, and
the mechanisms for monitoring compliance are still be-
ing implemented. But the presence of organised crime
necessitates money laundering, so even if it is difficult to
see, it is there.

Albania is a country at great risk for money laundering.



Figure 94: Share of households with a bank account
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Albania remains highly cash based, and its banking sec-
tor is only now recovering from the loss of confidence in
institutions engendered by the 1997 crisis. Until 2004,
the Government of Albania even paid its own civil serv-
ants in cash. At the end of 2004, there were only 76
ATMs in Albania. According to the Albania’s Central
Bank, 25% of the money in circulation is outside of the
banking system (the average in transition economies in
Central and Eastern Europe is approximately 10%).%"
The Bankers Association estimates that only 20-30%
of transactions with trading partners take place through
formal banking channels.

The huge volume of remittances is another point of vul-
nerability to money laundering. About half of the remit-
tances sent to Albania enter the country unofficially.*?
Customs fails to control large cash inflows and outflows.
Money illegally acquired by Albanians abroad is sent
back to Albania, where it is easily laundered due to the
lack of a strong formal economy and weak controls,
through the investment in real estate, the construction
sector, hotels, restaurants, fashion shops, travel agen-
cies and trading/purchase of luxury cars and electrical
equipment. Under-the-counter operations in foreign cur-
rency exchange offices and fictitious shipping insurance
are additional problems.

In Bosnia and Herzegovina, the economy is also pre-
dominantly cash-based. Whereas the non-bank financial
sector is not strong and not considered to be a money-
laundering problem, official banks are more vulnerable
due to weak bank supervision.®® A special problem in
Bosnia and Herzegovina is money laundering by some

Source: World Bank?®°

non-governmental organizations which use direct cash
transfers from abroad as a source of funding. Tax and
customs evasion are widespread.®* According to the
2007 European Commission Progress Report on Bos-
nia and Herzegovina, “During 2006, the FIU reported to
the Prosecutor’s Office of Bosnia and Herzegovina 23
money laundering cases involving approximately € 26
million and 40 persons. The FIU froze 23 transactions
adding up to some € 1.2 million.”%

Bulgaria's problems relating to money laundering are
linked with its geographical position, bordering the
Black Sea and strategically located between Western
and Eastern Europe and Middle East. It has a well-
developed financial sector compared to other South
East Europe countries and lenient controls. Financial
crime, including bank and credit card fraud, tax fraud,
smuggling of persons and goods are the main sources
of laundered money, in addition to the illicit trafficking
in drugs and precursors. The banking sector, as well
as exchange offices and casinos, are vulnerable at the
placement stage.*®

Tourism is Croatia's largest economic sector, with more
guests per year than Croatia’s inhabitants. Money laun-
dering cases are therefore mainly related to domestic
financial crime such as privatization fraud and tax eva-
sion, in addition to a recent rise in drug-trafficking relat-
ed money laundering, extortion, racketeering, theft and
smuggling of motor vehicles, prostitution, smuggling of
migrants and weapons, and counterfeiting.” The pro-
ceeds of crime are mainly invested into real estate and
luxury goods.
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The former Yugoslav Republic of Macedonia still has
problems with combating money laundering. The main
sources of illegal proceeds are from narcotics-related
crimes, economic crime, trafficking in weapons, all of
which have sharply increased since the Kosovo (Serbia)
crisis and the conflict in the former Yugoslav Republic
of Macedonia itself. With more foreign capital coming in
recent years, economic and financial crime is becoming
more widespread (especially fraud and tax evasion). The
control over the influx of foreign money is very loose, in
particular with regard to cross-border cash transactions
but also in the privatization process. Casinos are par-
ticularly vulnerable to money laundering.*%

The Moldovan authorities estimate that criminal organi-
zations’ income constitutes over half the GNI. It mainly
comes from drug, arms and oil trafficking, prostitution,
alienation of state and private assets, smuggling of ciga-
rettes and alcohol, bank and financial fraud and tax eva-
sion. Financial losses incurred through economic crime
in 1999 were estimated at US$ 11.3 million.*® A large
part of this illegal income is laundered through official
financial institutions and entire sectors of the economy
have been infiltrated by criminal organizations. Offshore
companies are currently the main source of money laun-
dering, in addition to casinos, insurance companies, and
moneylenders.

Romania’'s National Bank estimates the value of finan-
cial crimes to range from US$ 1 billion to US$ 1.5 billion
per year. Tax evasion and VAT fraud constitute approxi-
mately 45% (US$ 500-600 million per year) of this sum.
Financial sector fraud, establishment of phantom compa-
nies and fraudulent bankruptcy are other types of finan-
cial crime. Romania is also one of the main sources of
online credit card fraud in the world. The main economic
sectors affected by money laundering are: domestic and
foreign trade, the banking sector, and capital markets.
A special problem is foreign currency exchange. Laun-
dered money comes from domestic criminal activity car-
ried out by international groups. From Romania, most
of the laundered money goes to offshore financial cen-
tres in the Caribbean (and funds may then be returned
to Romania for integration).“® Romania criminalized
money laundering in 1999.*" According to estimates
from the Romanian National Office for the Prevention
and Control of Money Laundering, the annual amounts
of money laundered reached US$ 651.7 million in 2003,
US$ 604.5 million in 2004, and US$ 349.1 million in the
first ten months of 2005.

Drug trafficking, smuggling of migrants, weapons and
pirated goods, corruption, tax evasion and other criminal
activities provide the basis for money laundering in Ser-
bia and Montenegro. Some Serbian officials estimated
that almost half of all financial transactions in Serbia
and Montenegro might be connected with money laun-

dering.*? Proceeds from illegal activities are invested
mainly in real estate. Tax evasion and over- and under-
invoicing are other common methods to launder money.
Serbia introduced a VAT only in 2005.#*

Josip Bogi¢, Head of the Department for the Fight against
Organized Financial Crime of Serbia’s Ministry of the In-
terior, argues that many people who were prosecuted
for criminal activities in the last 15 years are nowadays
successful “business people”. They are taking part in the
privatization process, trade and real estate business.
Predrag RankoviC Peconi, owner of the “Invej” compa-
ny, bought a number of successful food companies in
Serbia. According to the “White Book”, an official record
of organized crime groups, he was directly involved in
laundering the money of the Sur€in clan, which was
involved in the assassination of Prime Minister Zoran
Bindi¢. “Invej” was proclaimed the most successful pri-
vate company in Serbia in 2004.4"* Another newspaper
report claimed that money was taken out of Serbia from
1992 to 2000 through the Beogradska Bank in Cyprus.
At the time of sanctions against Serbia, the Beogradska
Bank established offshore companies in Cyprus which
were receiving money from Serbia. In the second half
of 1992, money (from state funds and citizens’ sav-
ings) was transported in cash, in suitcases and bags,
to such companies. Money was taken on special flights
to Larnaca, Cyprus. These cash shipments were used
to avoid sanctions but also to launder money. Offshore
companies took 3-5% for each transfer. During the sanc-
tions, the Yugoslav national bank had to approve each
transaction, but the Beogradska Bank was transferring
much more money than authorized.*® Thanks to the new
law, a number of fake firms were discovered. There are
still few convictions for money laundering in Serbia.*'®

Investment by foreigners in real estate along the Mon-
tenegro coast has raised many suspicions of money
laundering, in particular with money coming from the
Russian Federation. Money laundering was criminal-
ized in 2002 (until then, the 1977 code from the former
Yugoslavia was still in force in Montenegro), with new
legislation in 2003 which enables the confiscation of as-
sets from criminal activity. The FIU became operational
in 2003. Customs are not able investigate money laun-
dering which comes from customs offences. Until 2004,
no money laundering cases were initiated, neither by the
police nor the prosecutor’s office.*” In September 2004,
Montenegro seized over EUR 1 million in connection
with the arrest of two Chinese who were attempting to
enter Montenegro, and who transferred over EUR 4 mil-
lion through Montenegrin banks. However, the charges
against them were dismissed by the court, claiming that
the Prosecutor did not provide sufficient proof that the
funds were illegal.*® According to the European Com-
mission, “In 2006, 170,000 transactions were reported



to the FIU, of which 29 were forwarded to the police and
the prosecutor’s office on suspicion of money laundering,
along with eight cases relating to other criminal offences.
From January to April 2007, 109,000 transactions were
reported, with 18 cases being forwarded to the relevant
bodies on suspicion of money-laundering, along with
four cases concerning other criminal offences.”*

Kosovo (Serbia) is extremely vulnerable to organized
crime and thus to money laundering. UNMIK issued a
regulation on the deterrence of money laundering and
related offences only in March 2004. The regulation pro-
vided for seizure of the proceeds and created the FIU,
the Kosovo Financial Intelligence Centre (KFIC) within
the Police and Justice Pillar, which is functional but still
plagued with initial problems. The regulation also lim-
ited the receipt by NGOs of currency contributions to
1,000 euros per day from a single source and the distri-
bution by NGOs greater than 5,000 euros to any single
recipient in a single day (a problem similar to Bosnia
and Herzegovina’s).*® According to the European Com-
mission, “ In the fourth quarter of 2006, [the provisional
institutions of self government] closed 30 cases and
opened 32 new cases of alleged violations of the anti-
money laundering legislation. In the first quarter of 2007,
17 cases were closed and 45 new cases were opened.
Investigations include banks, foreign currency exchange
offices and casinos.”?!

Declining opportunities
for organised crime

There can be no doubt that organised crime, linked to
public corruption, is a very serious matter in South East
Europe. The heroin trade alone is worth billions of Eu-
ros, and the prevailing view is that most of this traffic
passes through the Balkans. Whatever the scale of hu-
man trafficking, the suffering it causes is profound, as is
the risk posed by weapons smuggling. But a sector by
sector review of the organised crime markets of South
East Europe gives good reason to believe that the situ-
ation is changing for the better:

e Heroin demand in Western Europe is in decline, as is
the participation of criminals from South East Europe
in this market.

e |f hundreds of thousands of people were ever traf-
ficked through this region, this does not appear to
be the case today, with small numbers of arrests and
victims assisted, despite increasing vigilance.

¢ Migrant smuggling also appears to be in sharp de-
cline, with migration-related border apprehensions
down almost 60% in six years, due in part to the in-
clusion of Romania and Bulgaria in the EU.
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e Firearms trafficking appears to be down due to re-
duced demand and market saturation.

Another reason to believe that the organised crime prob-
lem is easing is the conventional crime statistics. The
trafficking of drugs, human beings, and firearms often
involve some use of violence. If murder rates are coming
down, as they seem to be in every country in the region,
this is indicative that these crimes are also in decline.

Thus, there is reason for optimism, but a real risk re-
mains. Crime and corruption have caused serious dam-
age to relations between citizens and relations between
citizens and the state. The cynicism this has engendered
opens the door to all manner of political opportunists,
many of whom have an interest in sustained instability,
as was the case in the lead up to the conflicts of the
1990s. The nature of this threat is discussed in the clos-
ing section of this report.







The impact of crime on social,
economic and political progress

To summarise the report to this point:

South East Europe should not have a crime problem be-
cause the social conditions are not well suited to it.

e |n fact, it does not have crime problem, at least
in terms of violent and property crime within the
region.

* One of the legacies of the troubled past is organised
crime, as close links were formed between political,
commercial, and criminal interests engaged in vari-
ous forms of trafficking and economic crime.

* In many areas, the organised crime problem is di-
minishing, as conditions normalise and interventions
start to have effect.

This is not to say that South East Europe has no organ-
ised crime problem, or that this problem is having no
impact. The region remains the primary conduit for tons
of heroin bound for West Europe. South East Europeans
remain disproportionately the victims and perpetrators
of human trafficking and migrant smuggling. Economic
crime of all types continues to make headlines. Organ-
ised crime figures with links to those in political and com-
mercial power continue their operations with apparent
impunity. These activities come at a cost. According to
the Council of Europe and the European Commission:

The overall accepted perception is that organised and
economic crimes in South-eastern Europe threaten de-
mocracy, the rule of law, human rights, stability, and so-
cial and economic progress in the region.*?

The following section examines the validity of this per-
ception.

Proposed impact: “Social progress”

Starting at the bottom, crime has been shown to have a
corrosive effect on the social fabric, as citizens limit their
interactions in order to avoid victimisation. This with-
drawal is generally in response to fear of street crime,
and Section 2 above showed that South East Europe is
actually safer than West Europe. But fear of crime is of-
ten independent of the real risks of victimisation. Survey
data are dated (2000), but it appears that many peo-
ple in South East Europe are far more afraid of walking
alone after dark than West Europeans (Figure).

There may be several reasons for this incongruity. In
countries undergoing rapid change, fear of social cha-
os can manifest itself in fear of crime. The role of the
media is also key. For example, in Bulgaria, many of
the murder victims are prominent figures, and their as-
sassinations receive disproportionate media coverage.
Conviction rates are also low in Bulgaria, so people may
feel that killers can act with relative impunity. Memories
of the conflict could also affect feelings of safety, but,
oddly, people in the countries that actually experienced
widespread violence are less likely to feel afraid than
those that did not.

In addition to fear of physical violence, high levels of
consumer fraud and corruption can undermine the confi-
dence of citizens in their countrymen. Survey data show
that many in the region feel that only their relatives can be
trusted (Figure). This can also result in social withdrawal,
particularly with regard to commercial transactions.

The erosion of social capital can manifest itself in the
bottom line, as risk-averse people are unlikely to be-
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Figure 95: Share of respondents who feel unsafe walking in their area alone after dark
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Figure 96: Positive response to the statement
“only kin can be trusted” in 2003
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come entrepreneurs, and institutional distrust discour-
ages investment and savings.

Proposed impact:
“Economic progress”

It would appear that, for the moment, the gains to be
made in investing in South East Europe are greater than
the risks posed by crime and corruption. In the prepara-
tion of the 2005 World Development Report, the World
Bank conducted Investment Climate Surveys in 53
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Figure 97: Percentage of firms regarding crime to
be a major constraint on investment
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emerging countries around the world, including most of
the countries in South East Europe. Businesses were
asked whether a number of factors posed a constraint
on business investment in the region. In some countries
in the region a high share of businesses felt that crime
was a major constraint, but this share was below the
average of the 50 countries where this question was
answered. Even in Moldova, the country with the larg-
est share concerned with crime, other factors were con-
sidered more significant, including tax rates and policy
uncertainty.
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Figure 98: Factors considered a major constraint on
investment in Moldova
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Figure 99: Percentage of firms regarding
corruption to be a major constraint
on investment
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Corruption was considered a more important constraint
than crime in every country in the region. The issue was
most acute in Albania. Albania ranked second highest
among the countries polled in the share of firms reporting
that bribes were paid in the normal course of business,
with a remarkable 85% so reporting. It was second only
to Bangladesh (98%), the country reportedly perceived
to suffer the most from corruption, according to the 2005
Transparency International Corruptions Perceptions
Index. In most of the countries of South East Europe,
over half the firms said bribes were paid. Interestingly,

\

Figure 100: Percentage of firms saying bribes are
paid in the normal course of business
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far more said they paid bribes than said that they felt
this requirement was an impediment to business. This
suggests that bribery may be driven by the businesses
themselves, a technique used by new firms to compete
with former state-run enterprises.*®

The presence of judicial sector corruption is particularly
problematic for potential investors, who may have to
avail themselves of the courts in order to enforce com-
mercial contracts. Many of the firms from the region re-
sponding to the Investment Climate Surveys conducted
in the preparation of the 2005 World Development Re-
port said that the court system stood as a major con-
straint on investment.

One means of assuring a constant flow of bribes for a
wide range of actors is to create an impermeable bu-
reaucracy. In such a system, obeying all the regulations
is nigh on impossible, and so ‘greasing the wheels’ be-
comes the only practical way of doing business. As one
study of the informal economy in Bulgaria concludes:

The shadow economy is greater in the developing and
transition countries due to higher corruption and the low
incomes of the population... The licensing and registra-
tion procedures impede the business activity, create fa-
vourable conditions for corruption of the state and local
administration. Surveys of the Institute for Market Econ-
omy show that the business regulation and the constant-
ly changing number of regulations are reasons for the
firms to prefer the informal sector of the economy.*¢

The World Bank’s “Doing Business” project measures
exactly these regulatory barriers in 178 countries around
the world. In their 2008 report, Albania was ranked 168th
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Figure 101: Share of respondents who felt the courts Figure 102: Rank (out of 178) in overall ease
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in terms of dealing with licenses, which require an aver-
age of 24 procedures and nearly one year to acquire.
Albania also has no practice for closing a business, and
so is ranked at the bottom of the standings in this re-
gard. Bosnia and Herzegovina presents a mixed picture,
ranked 13th in the world in terms of ease to access to
credit, but 150th for both starting a business and deal-
ing with licenses. Croatia scored better overall but was
weak in terms of the difficulties encountered in employ-
ing workers (139th) and, once again, dealing with licens-

s (162nd). The top rated countries in the area are the
two new EU members, Bulgaria and Romania.*’

While demands for bribes may deter foreign investment
and promote capital flight, the domestic business that
remain may feel compelled to operate off the books or
withdraw into the informal sector. In these instances, the
perception of the value of state regulation has become
less than its price. As highlighted in Section 1 above,
much of the economic activity of this region is off the
books. Businesses that opt out of formal registration
do incur a significant loss, however. They cannot avail
themselves of the benefits of legitimacy, such as ac-
cess to the dispute resolution mechanisms of the state.
Different mechanisms of calculating the size of the in-
formal economy produce different results, but they all
agree that it comprises a large share of total production
in these countries.

The shadow economy is often supported by organised
crime, which is frequently linked with political struc-
tures.”® And all this economic activity is untaxed, further
undermining state capacity to deal with the problem.

of doing business
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Despite these concerns, investment in South East Eu-
rope remains strong. While net FDI fell rapidly in the
EU-25 countries between 2000 and 2004, the opposite
was true in most of South East Europe, suggesting that
these countries are actually becoming more attractive to
foreign investors. Given that much of the privatisation
process is complete, this money probably represents
the drive to get in at the ground floor in a region that will
eventually become part of the EU. Long term prospects
appear to be outweighing expressed concerns about
crime and corruption.

Figure 103: Net foreign direct investment and
official development assistance
inflows as a share of GDP in 2003
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Figure 104: Regional inflow of FDI in millions of US$,
1997-2004
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For those countries which received the post-conflict re-
construction aid, the amount of grants has now sharply
declined, which has an important effect on economies
of countries like Albania, Bosnia and Herzegovina, the
former Yugoslav Republic of Macedonia, Serbia, and
Montenegro. In 2003, however, in all these countries,
except Serbia and Montenegro, foreign assistance still
outweighed FDI. It is expected that the foreign assist-
ance will continue to decrease, whereas the FDI is
hoped to increase.*®

Map 6: Direct investment in 2005 and 2006
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Figure 105: GDP per capita, 1995-2004
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Direct investment in the last two years has been even
more impressive, with every country for which data are
available showing significant gains.

Partly as a result of this investment, recent GDP growth
rates are generally markedly higher in South East Eu-
rope than in the EU-25. In 2004, countries from the
region experienced growth rates of between four and
nine percent. Admittedly, most countries are starting off
a very low base, many are still recovering from wartime
losses, and the flow of aid to the region remains high.
The countries of South East Europe together account for
the equivalent of just 3.8% of the EU-25’s GDP per cap-
ita in 2004. In the region, Croatia has the highest GDP
per capita, valued at just over one quarter of the EU-25
average. In many countries, recent growth is modest in
comparison to the levels of the development problems
confronted. But growth is occurring at a rapid rate, and it
appears that fear of crime and corruption are not arrest-
ing development.

For example, Albania was long the poorest country in
Europe. Even today, Albania’s GDP per capita repre-
sents only 8% of the EU average. While the economic
situation remains grim, real annual GDP growth was
about 6% in 2005. If crime and corruption were not is-
sues, growth would likely be much stronger.

Similarly, during the years of war, GDP in Bosnia and
Herzegovina fell by 80%. The country is estimated to
have lost US$ 100 billion during the war, and total out-
put is currently at 60% of pre-war levels.®' An estimated
20% of Bosnia and Herzegovina’s citizens live below the
poverty line, and a further 30% are highly vulnerable to
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Figure 106: Real GDP growth rate in 2005 Figure 107: Average nominal monthly wages
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poverty. Still, the economy grew over 5% in 2005.

Only in Kosovo (Serbia) does the economy remain
stagnant. Kosovo (Serbia) has the highest unemploy-
ment rate in South East Europe. The average salary is
just 200 euros per month. There is 50% unemployment,
higher among youth, women, and rural people. Accord-
ing to the Ministry of Finance and Economy, households
in Kosovo (Serbia) receive more money from remittanc-
es than from work. More than half of the people live in
poverty, and 30% live just above poverty line.

But economic growth alone does not necessarily trans-
late into a better life for all. In many countries experienc-
ing rapid growth in this region (excepting Croatia), real
wages have remained stagnant. Apparently, the benefits
of this growth are being experienced by a limited portion
of the population. Given that this elite is small and their
finances obscure, this has not yet manifested itself in
the kind of broad social inequality discernable in income
distribution statistics.

Finally, South East Europe has a long way to go to reach
the economic level of West Europe — at present growth
rates, achieving this goal will take over 50 years. It has
been suggested that the key to truly impressive growth
rates, such as China’s, is not foreign investment at all,
but domestic savings. While most of the countries of the
region have higher per capita incomes than China, do-
mestic savings rates are much lower. This could be due
to generalised institutional distrust, and could hurt long
term growth prospects if local people do not develop
confidence in their own economies.*?
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Proposed impact: “Democracy, the
Rule of Law, Human Rights”

Arguably, the most serious impact that crime and cor-
ruption have on the progress of nations has nothing to
do with direct losses or even investment, but in the way
they damage the relationship between citizens and the
state. The primary responsibility of government is to pro-
vide for the protection of its citizens. When it fails to do
that, or, worse, is seen as complicit in their victimisation,
citizens effectively disown their government.

“Rule of law” implies that society is governed by mutu-
ally agreed regulations that apply equally to all, and is
implicit in the idea of democracy. Citizens who perceive
that their society is basically unfair, where they feel that
powerful individuals or groups may act as they will with
impunity, may lose their confidence in democracy.

Expectations of democracy were high in South East
Europe, and some feel they have been disappointed.
There is a widespread perception that rule of law has
yet to come to some parts of the Balkans. The World
Bank provides composite governance figures, which are
presented in the figure below. Each bar represents the
share of countries which were ranked lower than the
country indicated. Regions such as Kosovo (Serbia) and
Albania fell lower in the ranking than the average in sub-
Saharan Africa. All countries in this region were ranked
below the East European average, however, although
Croatia and Romania were close. All were ranked much
lower than the OECD average.

Many South East Europeans feel that privileged indi-
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Figure 108: World Bank Rule of Law rankings in 2006 Figure 110: Share rating government “bad” in 2004
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viduals continue to operate outside the rule of law with
impunity, whether these be corrupt civil servants or
well-known organised crime figures. Between 68% and
87% of citizens polled in countries of this region in 2003
agreed with the statement that “some people are above
the law in this country”. 4

Partly as a result, confidence in the government and in-
stitutions is low. According to a survey conducted by the
International Commission on the Balkans at the end of
2004, between half and three quarters of respondents in
all areas (except the international protectorate of Kos-

Figure 109: Positive response to the statement
“some people are above the law in this

country” in 2003
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ovo, Serbia) rated the government as ‘bad’ (one to three
on a ten-point scale, where 10 is high).*** According to
the Center for Policy Studies at Central European Uni-
versity, writing in 2003:

At present, public trust in institutions is generally low.
The Balkans are seen as corrupt and inefficient, a re-
gion where governments only nominally control sizable
parts of their territories, and where organized crime is an
indicator of state weakness and also a factor for weak-
ening the state.*’

This distrust extends not only to government but to com-
mercial elites as well. Under socialism, success came
about largely as a result of connections, not merit. Dur-
ing the transition and conflict, the well-connected prof-
ited further though privatization and sanctions-busting.
While the situation has improved in recent years, one
group of analysts concluded, “...the majority...attribute
success to corruption and unethical behaviour.”

Surveys of firms about their own behaviour has sup-
ported the idea that powerful commercial interests have
been able to manipulate the government to their advan-
tage during the early years of democracy. Using data
from the World Bank Business Environment and Enter-
prise Performance Survey (BEEPS), researchers have
classified transition countries in terms of the degree of
“state capture”. As the World Bank researchers define
it, “state capture” involves “shaping the formation of the
basic rules of the game... through illicit... payments to
public officials.” While these data date from 1999, the
four countries from this region were classed as hav-
ing a “high” state capture (Romania, Croatia, Bulgaria
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Figure 111: Index of state capture in 1999
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and Moldova), with one classed as “low” state capture
(Albania).**® At least historically, then, this region has
been vulnerable to criminal subversion of the state by
economic interests.

Public reaction to the lack of rule of law varies consider-
ably from region to region. The people of the Balkans
have long suffered bad governance, and may have the
patience to struggle with democracy until these matters
are ironed out. The alternative is to reject the political
process in favour of violence, a scenario discussed in
the following section.

Proposed impact: “Stability”

The World Bank defines instability as “the likelihood
that the government will be destabilized or overthrown
by unconstitutional or violent means, including domestic
violence and terrorism.”* Many factors contribute to in-
stability besides organised crime and corruption, but es-
pecially in new states, the credibility of the government
may be closely related to its longevity. In states with
small economies, organised crime groups may have the
financial strength to pose a genuine threat, especially if
they have historical linkages to political groups. Great
fortunes were made off the previous era of instability.
There are those who would benefit economically from
further political conflict, and some of these may be in a
position to generate further disruption.

In terms of the World Bank governance indicators, the
region shows quite a lot of variation in political stability
rankings. On the one hand, Serbia, the former Yugoslav
Republic of Macedonia, Albania and Bosnia and Herze-
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govina were all ranked lower than the average for sub-
Saharan Africa in 2006. On the other, Romania, Mon-
tenegro, Bulgaria and Croatia seem to exhibit far less
likelihood of such conflict emerging, but these countries
would still be greatly affected by regional instability.

Serbia’s low ranking is propably due to the question of
the final status of Kosovo (Serbia) and related problems
in the south, which have the potential to trigger conflicts
in several other parts of the region. It has been argued
that, due to the importance of smuggling during the con-
flict, many of the leaders in the province have a criminal
background, and may still be involved in trafficking, or at
least providing protection to traffickers. According to one
senior UNMIK official, “When we talk of organised crime
in Kosovo, we are very much dealing with politicians,
[and] ministers.”*!

These alleged inter-linkages and the incentives they
create are complex, so it is difficult to say how this might
affect stability. But the case of the ethnic-Albanian Na-
tional Liberation Army, which sparked off conflict in the
former Yugoslav Republic of Macedonia in 2001, is in-
structive. These rebels/criminals were also tied to the
KLA, and it has been alleged that the struggle was as
much about protecting trafficking routes as it was about
advancing an ethnic agenda. As the International Crisis
Group wrote at the time:

The vision of a “Greater Kosovo” only partly explains
the motivation of the NLA. Few ethnic Albanians in Mac-
edonia — as distinct from the diaspora — would want to
be part of Kosovo or Albania. Yet, a borderless criminal
network already operates freely in Macedonia, Albania
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Figure 112: World Bank Political Stability rankings in 2006
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and Kosovo. Keeping Macedonia at risk allows the con-
traband trade in drugs, weapons, cigarettes, and hu-
mans to flourish unchecked. A destabilised Macedonia
is profitable both for criminals and for those who dream
of a pure Albanian section of western Macedonia.*?

In the end, the two objectives — the political and the
criminal — were probably intertwined in the minds of
the rebels, as they were during the time of the Kosovo
war. But do criminal groups really have the capacity to
take on the states of the region? A recent seizure in the
former Yugoslav Republic of Macedonia provides some
indication. In November 2007, a major arms cache, suf-
ficient to equip 650 soldiers, was discovered, including
anti-aircraft weaponry. It was found in the possession
of what was initially described as an “organised crime
group” but was later labeled a terrorist cell, a shift in per-
spective that is telling in itself. The group had been shel-
tering two escapees from Kosovo prisons.“ In Albania,
the new Deputy Minister of the Interior Gent Strazmiri
speaks of criminals, particularly in the border areas, who
don a “patriotic disguise” and give “political excuses” for
their illicit activity.“® All this suggests that the overlap be-
tween the political and the criminal that was manifest
during open hostilities still prevails along the borders of
Kosovo, and that these forces have the armament to
engage militaries if it proves in their interest to do so.

The risks are not just tied to the regions around Kosovo.
The stability of Bosnia and Herzegovina is also at issue.
There are elements within Bosnia and Herzegovina’s
fragmented political landscape that would profit from a
further dissolution of the country, and again, political and
criminal motives are difficult to disentangle.
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In the end, it is impossible to statistically demonstrate
a correlation between the presence of organised crime
and instability because neither issue can be satisfacto-
rily quantified. But there appears to be good reason to
treat organised crime as a stability threat in South East
Europe, due to the role it has played in past conflicts.







Conclusion

This report argues that there are many encouraging
signs that South East Europe is on the path to security,
prosperity, and stability. Based on what we know about
the social conditions that support crime internationally,
this region should not have a conventional crime prob-
lem, and all indications are that it does not, in fact, have
one. The presence of organised crime in an area without
conventional crime is telling. It suggests that there is lit-
tle competition among the players, which itself implies
that the number of actors are limited and that they are
organised in such a way that they do not often come into
conflict with each other or with the authorities. In other
words, organised crime in the Balkans involves a limited
number of well-connected individuals. These individuals
will eventually be incarcerated, retire, or die. Whether
they are replaced depends on the responses of the na-
tions concerned and of the international community.

This narrative is in keeping with the notion that organ-
ised crime in this region was a rational response to a
specific set of very challenging historical circumstances.
The incentives encountered during times of transition
and war are different than the incentives encountered
today. It may well be that the profiteers of the past are
increasingly seeking legitimacy, and that as democracy
consolidates, they will be nudged toward more socially
productive ways of doing business. Supporting this tran-
sition means keeping the incentives, and the deterrents,
locked firmly on course.

The fact that both murder rates and the main organised
crime markets are in decline provides credence to both
trends — for whatever reason, things do seem to be get-
ting better. But serious challenges persist. Tons of heroin
continue to transit the region, corruption continues to be
encountered at all levels, and judicial reform is crucial.
Even more disquieting are the enduring interests who
would profit off further instability. Despite progress, the
centrifugal forces remain strong.

Bringing these elements into line requires the establish-
ment of the rule of law, and in particular the criminal law.
Based on the trends, it appears that interventions in
this regard are working, but further support is needed.
The problems of South East Europe are complex and
inter-twined, but progress in one area is likely to support
progress in all others. Barring another major crisis, the
trajectory is distinctly upwards.







COUNTRY

Albania

Bosnia and
Herzegovina

Bulgaria
Croatia

Montenegro

Republic
of Moldova

Romania
Serbia

The Former
Yugoslav Republic
of Macedonia

Single
Conven-
tion on
Narcotic
Drugs
1961'

2001 (a)

1993 (d)

1996
1993

2006 (d)

1995

1974
2001 (d)

1993

Conven-
tion on
Psycho-
tropic
Substanc-
es 1971

2003 (a)
1993 (d)

1972 (a)
1993 (d)
2006 (d)

1995 (a)

1993 (a)
2001 (d)
1993 (a)

Convention
against the
Illicit Traffic
in Narcotic
Drugs and
Psychotropic
Substances,
1988

2001 (a)

1993 (d)

1992
1993 (d)
2006 (d)

1995 (a)

1993 (a)
2001 (d)
1993 (a)

Conven-
tion
against
Corrup-
tion

2006

2006

2006
2005

2006 (d)

2004
2005

2007

Convention
against
Transna-
tional
Organized
Crime

2002

2002

2001
2003

2006 (d)

2005

2002
2001

2005

Protocol
to Prevent,
Suppress
and Punish
Trafficking
in Persons,
Especially
Women and
Children

2002

2002

2001
2003

2006 (d)

2005

2002
2001

2005

' States parties to the Single Convention or Narcotic Drugs of 1961 or as amended by the 1972 Protocol.

Annex 1:
Convention and legislative status

Protocol
against
the
Smug-
gling of
Migrants
by Land,
Sea and
Air
2002

2002

2001
2003
2006 (d)

2005

2002
2001

2005

Protocol
against the Il-
licit Manufac-
turing of and

Trafficking
in Firearms,
Their Parts
and Compo-
nents and
Ammunition

2002
2005 (a)

2006 (d)

2006 (a)

2004 (a)

2005 (a)
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Albania

Bosnia and
Herzegovina

Bulgaria Y
Croatia Y
Montenegro Y
Republic of Y
Moldova
Romania Y
Serbia Y
The Former Y
Yugoslav
Republic of
Macedonia

® Criminal Code 1995,
as amended 2007

® Criminal Code of Bosnia
and Herzegovina 2003

® Law on Combating II-
legal Trafficking in Hu-
man Beings, 2004

® Criminal Code 1998,
as amended 2003

® Criminal Code 2003,
as amended 2004

® Law on Preventing and
Combating Trafficking in
Human Beings 2005

® Law on the Prevention and
Combating of Trafficking
in Human Beings 2001

® Criminal Code 2005

® UNMIK Regulation
2001/4 on the Prohibi-
tion of Trafficking in
Persons in Kosovo

® Criminal Code 2004

® | aw on the Prevention
of Money Laundering
2000, as amended 2003

® | aw on the Prevention
of Money Laundering in
the Federation of Bosnia
and Herzegovina 2000

® | aw on the Prevention
of Money Laundering
2001 (Republic Srpska)

® Law on Measures against
Money Laundering 2001

® Law on the Prevention of
Money Laundering 2003

® Procedures on Imple-
mentation of the Law
on Prevention of Money
Laundering 2003

® Law on Prevention of
Money Laundering 2003

® Law on the Prevention
and Combating of Money
Laundering 2001

® Law on the Preven-
tion and Punishment of
Money Laundering 1999

® Act on Money Laun-
dering 2001

® Act on Money Laundering
and Terrorism Financ-
ing Prevention 2003,
as amended 2005

® | aw on Prevention of
Money Laundering
and Other Proceeds
of Crime 2004

® Criminal Code 1995

® Criminal Code of Bosnia
and Herzegovina 2003

® Criminal Code of the Re-
publika Srpska 2003

® Criminal Code 1968,
as amended 2003

® Criminal Code 1998, as
amended 2004 and 2006

® Law on Conflicts of In-
terests in Performance
of Public Duties 2003

® Code of Ethics for
Civil Servants 2006

® Law on Office for the Sup-
pression of Corruption and
Organised Crime 2001

® Criminal Code 2003, as
amended 2004 and 2006

® | aw on Public Pro-
curement 2001

® Law on Financing of
Political Parties 2004

® Criminal code 2002

® Act 900 on Combating Cor-
ruption and Nepotism 1996

® Act 1264 on the Declara-
tion and Monitoring of
the Income and Assets of
State Dignitaries, Prosecu-
tors, Public Servants and
Certain Persons holding
Managerial Positions 2002

® Criminal Code

® | aw on the Prevention,
Detection and Punishment
of Deeds of Corruption 2000

® | aw on the Declaration and
Supervision of the Assets of
Senior Officials, Judges,
Officials and Managers 1996

Sources: OSCE Legislationline database; UNODC responses to questionnaires relating to the Prevent, Suppress and Punish Trafficking in

Persons; AMLID anti-money laundering database; Council of Europe GRECO Evaluation Reports



Annex 2:
Note on methodology

This report is based on desk research, and involved
no primary data collection. A comprehensive litera-
ture review was conducted by nationals of the region
concerned, involving several hundred electronic docu-
ments, which were sorted topically. International, re-
gional, national, and non-governmental sources were
utilised, including murder figures from the World Health
Organisation and social statistics from the United Na-
tions Development Programme, as well as reports from
organisations working on the region, such as SEESAC
and OSCE. An emphasis was placed on sources which
provided quantitative information on the crime situation
in South East Europe. A review of academic articles and
authorities on the relevant history was also conducted,
primarily using English language sources.

Many of these sources, and thus the data they contain,
come from different years. Comparison of data from dif-
ferent years, much of which may be several years old,
is standard in development analysis, and is done in
benchmark documents such as the World Development
Report of the World Bank and the Human Development
Report of United Nations Development Programme. A
two-year difference between the reference year and the
data of publication is also standard in the publication
of internationally comparable data. In all instances, the
most current data available were sought. The most cur-
rent data available for comparative purposes may be dif-
ferent from the most current data available for any given
country, however.

This background information was used to interpret the
data from the proprietary databases the United Nations
maintains, which comprises the core of this report:

e the United Nations Survey of Crime Trends and
Operations of Criminal Justice Systems (CTS);

¢ the Annual Reports Questionnaire (ARQ); and,
e the Individual Drug Seizures database (IDS).

The CTS was initiated on 25 May 1984, when the Eco-
nomic and Social Council, in its resolution 1984/48,
requested that the Secretary-General maintain and de-
velop a United Nations crime-related database based
on regular surveys of member states. The questionnaire
consists of a series of questions asking for data on the
incidence of certain types of crime and the statistics
on the main components of the criminal justice system
for the reference period (normally two years). With re-
gard to crime, standardised definitions of each crime
type are given and respondents are asked to fit their
crime figures into the appropriate categories. This is a
difficult exercise, and there may be differences in the
ways in which crime is recorded in different jurisdictions,
but it provides a much better basis for comparison than
the figures published by the national police forces, par-
ticularly when comparisons are drawn between coun-
tries with similar legal and administrative systems.

Not all Member States supply this information, or they
do so erratically, and so coverage is far from complete.
Albania, Moldova, and Romania have responded to all
of the last three surveys. Bulgaria and the former Yu-
goslav Republic of Macedonia have responded to two
out of three. Bosnia and Herzegovina, Montenegro, and
Serbia have not responded to any of them.

As aresult, CTS data from different years are sometimes
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compared in this report. This comparison is defensible
because crime indicators tend to exhibit strong inertia
over time. In the case of homicide levels, multiple data
sources are used, including criminal justice and public
health sources. In addition, only gross prevalence rates
and trends are noted — the data are not subjected to
any form of analysis incommensurate with their level of
precision.

Survey data are also used to weigh and interpret the
CTS figures, in particular data from the International
Crime Victim Surveys (ICVS). The ICVS aims to provide
internationally comparable information on crime and vic-
timization through a standard questionnaire and method-
ology. Countries in South East Europe have participated
in the ICVS in the past, including Bulgaria (1996, 2000,
2005), Albania (1996, 2000), Croatia (1996, 2000), the
former Yugoslav Republic of Macedonia (1996), Roma-
nia (1996, 2000), and Serbia and Montenegro (1996).
While these surveys are dated, only limited use of this
information is used in this report, primarily to assess
likely levels of under-reporting and to place the CTS fig-
ures in perspective.

The ARQ is the primary mechanism through which
Member States report to the United Nations on the drug
control situations in their respective countries. Like the
CTS, the ARQ surveys represent the official statements
of Member States, and are additionally vetted with Mem-
ber States before publication annually in the World Drug
Report.

The Individual Seizure Database is comprised of data
provided to UNODC by Member States in accordance

1
+ + o+

+ + - -
+ + + +
+ +

+ + + +
+ + + +
+ - - -

with the provisions of article 18.1 (c) of the Single Con-
vention on Narcotic Drugs, 1961, and article 16.3 of the
Convention on Psychotropic Substances 1971. The in-
ternational drug control treaties require States parties
to furnish — in addition to information contained in the
annual reports on the working of the treaties — reports of
cases of illicit drug traffic which are important because
of the light thrown on the sources from which drugs are
obtained, the quantities involved, the methods employed
by illicit traffickers or, in the case of the Convention on
Psychotropic Substances, because of new trends. All
Governments are invited to furnish reports on significant
drug seizure cases to UNODC. The information col-
lected includes details, as reported, on the type of drug,
place and date of seizure, quantity seized, origin and
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