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1 THE NEXUS BETWEEN THE | LLICI' T DRUG TRADE AND CORRUPTI ON

2

3 Wednesday, Novenber 17, 2021

4

5 U S. Senate
6 Caucus on International Narcotics Control
7 Washi ngton, D.C
8

9 The caucus net, pursuant to notice, at 1:06 p.m, in

10 Room SD- 608, Dirksen Senate O fice Buil ding, Hon. Shel don
11 Whitehouse, chairman of the caucus, presiding.

12 Present: Senators Witehouse [presiding], Hassan,
13 Lujan, Gassley, and Cornyn.
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OPENI NG STATEMENT OF SENATOR VWHI TEHOUSE

The Chairman. Al right. Let ne call this hearing to
order and thank our w tnesses for being here and thank Co-
Chai rman G assl ey and Senator Cornyn and Senator Hassan for
being here as well.

I will nmake sonme opening remarks and then turn to
Senator Grassley, and then we will introduce and get the
testi nony of our wtnesses.

In ny view, the central conflict of the 21st century
has been and will be between the rule of |aw and the
absence of rule of |law -- denocracy and transparent free
mar kets on one side, and kl eptocracy and opaque corruption
on the other. The illicit narcotics trade is a centra
element in this clash. It devastates public health and
safety, fuels corruption, and erodes denocracy.

It also relies on rule-of-law protections in the U S
and ot her denocracies to safeguard the ill-gotten gains of
its |l eaders in our property and financial institutions.
Drug traffickers' business enpires, taken together, are
conservatively estimated at $150 billion annually,
exceeding the GDP of 150 countries. Such a nassive trade
cannot exi st without the coerced or willing conplicity of
governnent officials and | aw enforcenent.

The |inks between the narcotics trade and corruption

abound. Last nonth, the former Mexican Mnister of Public

www.trustpoint.one 800.FOR.DEPO
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1 Security was convicted of bribery and narcotics charges in
2 U S. Federal court. He is anong a nunber of high-ranking

3 officials and vetted | aw enforcenment officials who

4 currently await trial or have al ready been convicted in

5 US courts on various bribery and narcotics charges.

6 I n Af ghani stan, Tal i ban nenbers and ot her fornmer

7 governnment officials who vocally di savowed the narcotics

8 trade simultaneously taxed it to enrich thensel ves and

9 their cause.

10 The U.S. has indicted Venezuel an Presi dent Nicol as

11 Maduro and many of his allies on charges of narco-terrorism
12 and conspiracy to snuggl e cocai ne, denonstrating the drug
13 trade's infiltration of the highest echel ons of governnent.
14 The fornmer Rear Adm ral of Quinea-Bi ssau was sentenced
15 Dby a U S. court for a conspiracy to facilitate the trade of
16 cocaine in exchange for bribes. And the list could go on.
17 It is no surprise that drug traffickers exploit

18 countries with weak rule of law. According to Transparency
19 International, the mgjority of countries designated as

20 mgjor drug-producing or transit countries are anong the

21  npost corrupt in the world. Inpunity rates in these

22 countries are astonishingly high, neaning nost perpetrators
23 of crinmes go unpuni shed.

24 So how do we counter this narcotics-fuel ed corruption?

25 First, we intentionally weave anti-corruption and anti -
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noney | aundering strategies into our broader national drug
control strategy. W cannot ignore the connections between
t hese probl ens.

In a recent nmenorandum on the fight against
corruption, President Biden called for an interagency
review to help craft a whol e-of -governnment strategy for
conbatting corruption and hol ding transnational crim nal
organi zati ons accountable. Co-Chair Grassley and | have
asked the adm nistration to include the Ofice of National
Drug Control Policy in this review

Second, we can redoubl e cooperation with international
partners to strengthen the rule of |aw, expand judi ci al
transparency, and increase access to justice abroad. W
must hel p partners increase their capacity to inplenent
accusatory justice systens, safeguard judicial personnel
and | aw enforcenent from bri bes and vi ol ence, and ensure
that all nenbers of society have access to swift and fair
j ustice.

Third, we should better |everage our sanctions. The
U S dollar is the nost widely used currency in the world.
U.S. sanctions effectively freeze the property and assets
of narcotics traffickers and those who assist them but
t hese neasures could be nuch nore powerful if we applied
themin concert with partners around the gl obe.

And finally, we have work to do at honme. The Pandora

www.trustpoint.one 800.FOR.DEPO
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Papers show how bad actors exploit |awers, realtors, and
ot her gat ekeepi ng professionals who are not subject to Bank
Secrecy Act reporting requirenents to set up shel
corporations for hiding ill-gotten gains. W can stop this
by fully and swiftly inplenenting the bipartisan Corporate
Transparency Act to allow |law enforcenent to track the true
owner of a shell conpany, by maki ng geographic targeting
orders permanent and nationw de to prevent narcotics
traffickers and others fromusing the real estate nmarket to
hide illicit wealth, and by strengthening anti-noney
| aundering regul ations to reduce risk and strengthen | aw
enforcenent's hand.

The illicit drug trade and the consequences t hat
acconpany it directly inpact citizens worldwide. 1In the
United States, fromApril 2020 to April 2021, over 100,000

Anericans died fromdrug overdoses. dobally, the U N

Ofice on Drugs and Crine reports that -- and I am quoti ng
here -- "Since the start of the 21st century, organized
crime has resulted in roughly the same nunber of killings
as all arned conflicts across the world conbined.” That is

a bl oody record.

For Anerica to stop these harnms and to renmain an
exanple to the world, we nust prevail against the
transnational drug trade and the corruption that it

fosters. Today's hearing wll exam ne how U.S. agencies

www.trustpoint.one 800.FOR.DEPO
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address that nexus between the illicit drug trade and
corruption, how we m ght inprove our efforts against those
forces, and how we can harness our partnerships with fellow
rul e-of-1aw countries to hold corrupt actors to account.

Chai rman Grassl ey, all yours.
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www.aldersonreporting.com (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Trustpoint.One = Alderson.

STATEMENT OF SENATOR GRASSLEY

Senator Grassley. Thank you, M. Chairman, for
hol ding this very inportant hearing, so connected with lots
of deaths in the United States as a result of drugs, et
cetera.

Corruption threatens econonm c, social, and politica
devel opnment. The illicit drug trade is a nassive barrier
to ending corruption. So we are here today to discuss a
conpl ex nexus.

Many countries struggle with regulating and stopping
the flow of illegal and illicit drugs. This inpacts
Anmericans, as evidenced by the ongoing drug overdose
crisis, which, of course, is driven by fentanyl. China
shi ps fentanyl precursors to drug cartels in Mexico, who
then funnel it into our and through our Sout hwest border.

Now, for nearly 15 years, the United States has sought
to work with allies in Mexico to stop the flow of drugs
i nto our country through the Merida Initiative, yet
Mexi can- based drug trafficking organi zati ons mai ntain
control of the drug trade through viol ence, through
i ntimdation, and through corruption.

Sone progress has been made in this space. Just a few
weeks ago, Mexico recorded the | argest seizure of fentanyl
in the country's history. Also, our nations are having

ongoi ng tal ks about how to stop the supply and denmand of

www.trustpoint.one 800.FOR.DEPO
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drugs.

Rooting out corruption isn't confined to Mexico. So
as we review our efforts, we nust ensure strong oversight.
In August of this year, the Justice Departnent |nspector
General reported that DEA hasn't been keeping track of the
partnerships with foreign | aw enforcenent to conbat the
flowof illicit drugs. Wen the O G checked, the Drug
Enf orcement Admi ni stration headquarters didn't even have a
conplete record of the foreign | aw enforcenent units DEA
per sonnel establ i shed.

And according to the Ofice of Inspector General,
after serious incidents involving alleged intelligence
| eaks and corruption, the Drug Enforcenent Adm nistration
had failed to perform programmatic reviews on the causes of
those incidents and to prevent simlar events again.

Anot her country on the front lines in our effort to
stop the illegal flow of drugs is Haiti. |In that country,
we al so have a need for strong oversight.

Since the Haitian president was assassinated in July,
we have | earned that two Haitian nationals wanted in
connection with that assassinati on have had past
associations with the Drug Enforcenent Adm nistration.
Haiti's DEA office was al so the subject of recent
whi st | ebl ower al | egati ons and damagi ng reports issued in

July by the U S. Ofice of Special Counsel.

www.trustpoint.one 800.FOR.DEPO
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Yest erday, Senator Durbin and | sent a letter to the
Drug Enforcenent Adm nistration raising our concerns
related to both the Ofice of Inspector General and the
O fice of Special Counsel reports. | look forward to
getting pronpt answer to those questions.

Today's hearing is on a broad and conpl ex issue. So |
want to | earn about the best ways to address the
connections between illicit drug trade and corruption, what
tools can be used, and what prograns the Federal Governnent
has in place. But it is also our job to ask if these tools
and prograns are effective, if they are a use in a good way
of taxpayers' noney, and how to i nprove those tools.

| ook forward to having interesting and i nportant
di scussion wth our witnesses on these subjects. So thanks
again, and | thank our witnesses for taking tinme to be here
to help us explore this issue.

The Chairman. Thank you, Chairman G assl ey.

I will now introduce the witnesses, and then each wl|
have 5 minutes to nake their statenents. And then the
guesti oni ng may proceed.

| think I will just go right across the Iine and start
wi th Anbassador Todd Robi nson, who is our Assi stant
Secretary for the Bureau of International Narcotics and Law
Enforcenment Affairs. Anbassador Robinson | ast served as

the Director of the International Student Managenent Ofice

www.trustpoint.one 800.FOR.DEPO
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at the National Defense University. Prior to this, he
served in a nunber of capacities at the State Departnent,

I ncl uding as senior adviser for Central Anerica in the
Bureau of Western Hem sphere Affairs; as the charge in
Caracas, Venezuel a; and as our U. S. Anbassador to the
Republic of CGuatemal a, where, by the way, he was the

mul tiple-tine successor of ny grandfather, who was al so our
mnister in Guatenmal a many, nany years ago.

Anbassador Robinson is a career diplomat with the
exalted rank of career mnister.

Next, we have Bruce Swartz, the Deputy Assi stant
Attorney Ceneral at DQJ, where he supervises the
Departnment's O fice of International Affairs, as well as
the Departnent's Ofice of Overseas Prosecutoria
Devel opnent, Assistance, and Training, and the
International Crimnal Investigative Training Assistance
Program In this role, he coordinates the overseas
operational activities of the Departnent, including all
extradi tions and nutual |egal assistance in transborder
crimnal and terrorism cases.

He al so manages the Departnent's overseas capacity-
bui | di ng prograns, which work with partner nations on
| ssues ranging fromcounterterrorismto transnationa
organi zed crinme to anti-corruption. As the Departnent's

counselor for international affairs, M. Swartz advi ses the

www.trustpoint.one 800.FOR.DEPO
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Attorney General on international issues, chairs the
Departnent's International Affairs Commttee, and
represents DQJ in international negotiations and
multilateral and bilateral consultations.

Finally, Shannon Green is senior adviser to the
Admi ni strator and Executive Director of the Anti-Corruption
Task Force at one of ny favorite Governnent agenci es,

USAID. Previously, Ms. Geen was the Senior Director of
Prograns at the Center for GCvilians in Conflict, CIVIC
where she oversaw the organi zation's gl obal efforts to
recogni ze the dignity and rights of civilians, prevent
civilian harm and protect civilians caught in conflict.

Before, that Ms. Green was the Director and senior
fellow of the Human Rights Initiative at the Center for
Strategic and International Studies. She also served as
the Senior Director for G obal Engagenent on the Nationa
Security Council and for nearly a decade | ed strategic
pl anni ng, program design, and policy engagenent at USAI D.

So we are fortunate to have such a strong panel. | am
grateful to you all.

Anmbassador Robi nson, please proceed.

www.trustpoint.one 800.FOR.DEPO
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STATEMENT OF AMBASSADOR TODD D. ROBI NSON, ASSI STANT
SECRETARY, BUREAU OF | NTERNATI ONAL NARCOTI CS AND LAW
ENFORCEMENT AFFAI RS, U.S. DEPARTMENT OF STATE

Anbassador Robi nson. Chai rman Wit ehouse, Co-Chairnman
Grassl ey, distinguished nenbers of the caucus, thank you
for calling this hearing and for the strong bipartisan
support and attention to the fight agai nst corruption.

| am pleased to be here today with col | eagues fromthe
Departnent of Justice and the U S. Agency for Internationa
Devel opnment, with whomwe are working side by side to
tackl e this conplex set of chall enges.

The illicit drug trade is probably the single greatest
revenue stream behind corruption globally, and it gives
transnational crimnal organi zations a devastatingly
power ful capacity to corrupt governnment institutions.
Corruption is the illicit drug trade's great force
mul tiplier, capable of elevating drug trafficking froma
| ocalized crimnal and public health challenge into a
threat to denocracy, national security, and the rule of
| aw. Conbatting it is core to INL's m ssion and woven into
our work in over 90 countries. W are supporting primrily
three lines of effort targeting prevention, enforcenent,
and accountability.

The first is building shared standards and political

wi || against corruption at the global |level. Over the past

www.trustpoint.one 800.FOR.DEPO
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two decades, INL has led U S. efforts to devel op shared
gl obal standards against corruption and the architecture
for anti-corruption cooperation across borders. INL
| eadershi p was key to negotiating the world's only gl oba
| egal |y binding conmtnents against corruption, the U N
Conventi on agai nst Corruption, UNCAC, conpleted in 20083.

Based on U.S. donestic best practices, this treaty now
requi res 188 governnents to inplenent the sane anti -
corruption standards to which we hold ourselves. To cite
one exanple, over the past 2 years, INL |led efforts agai nst
foreign bribery through the G0 Anti-Corruption WrKking
G oup, working closely with |ike-m nded partners to secure
the first-ever tinme-bound commtnent fromall G20 countries
to crimnalize foreign bribery and enforce foreign bribery
| egi sl ation. Progress in building these global standards
hel ps shrink the enabling environnment that allows drug
trafficking and all other fornms of transnational crinme to
thrive.

The second pillar of our work is focused on
strengt hening capacity in partners to prevent, detect, and
hol d accountabl e those that participate in corruption.
INL's foreign assistance prograns support the capacity of
governnents and civil societies to build transparent,
accountabl e -- and accountabl e institutions; strengthen

crimnal justice authorities' ability to detect,

www.trustpoint.one 800.FOR.DEPO
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i nvestigate, and prosecute corruption, including corruption
relating to drug trafficking; and assist officials to work
across borders to build cases and track proceeds.

An exanple of this, in Al bania, our work to strengthen
the capacity of Al banian authorities to investigate and
deter high-level corruption and organi zed crine contri buted
to the arrest last nonth of a dozen corrupt police officers
involved in trafficking -- in drug trafficking.

INL's anti-corruption efforts hit every facet of our
programin Mexico, where it has hel ped strengthen the
capacity of security and justice institutions to reduce
opportunities for corruption, prosecute offenders, and
pronote a culture of accountability.

To conpl enent and rei nforce our diplomacy and foreign
assi stance, our third line of effort enploys targeted
sanctions and deterrence tools to discourage high-I|evel
corruption and support the work of |aw enforcenment. |NL
manages two rewards prograns targeting high-1evel drug
traffickers and other transnational crimnal |eaders, which
have hel ped our | aw enforcenent partners bring over 75
i nternational drug kingpins and crime bosses to justice.

We al so manages two anti-corruption visa restriction
authorities and, in close cooperation wth the Departnent
of Treasury, support inplenentation of the corruption prong

of the d obal Magnitsky sanctions program

www.trustpoint.one 800.FOR.DEPO
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The public designation of corrupt actors under our
visa restriction authorities has significantly reinforced
our broader anti-corruption agenda, including through
i ncreasing nedia attention and spurring governnents to
renmove designees fromoffice or to open | aw enforcenent
i nvestigations and to build nomentumto adopt anti -
corruption reforns.

M. Chairman, ny testinony today has focused on the
work of ny Bureau, but let nme end with an inportant point
t hat cannot be stressed often enough. Political will on
the part of our partners to confront corruption and the
drug trade is absolutely critical. Even the best-resourced
and planned U.S. foreign policy intervention cannot succeed
I f our partners are not equally or nore commtted to the
chal | enge.

Governnents nust own their efforts to enact reforns
and di srupt drug networks and the corruption they engender,
and we nust brace ourselves for pushback. Corruption can
run deep throughout institutions and societies, and those
that benefit fromit do not stand aside quietly.

Confronting corruption often neans things nmay get
wor se before they get better. W are prepared for that
reality and are firmly commtted to staying the course in
conbatting this threat aggressively. The stakes are too

hi gh.

www.trustpoint.one 800.FOR.DEPO
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1 Thank you, and | | ook forward to your questions.
2 [ The prepared statenent of Anmbassador Robi nson

3 follows:]
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1 The Chairnman. Thank you, Anbassador. Mich
2 appreciated.

3 M. Swartz, to you.
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STATEMENT OF BRUCE SWARTZ, DEPUTY ASSI STANT ATTORNEY

GENERAL, COUNSELOR FOR | NTERNATI ONAL AFFAI RS, U. S.

DEPARTMENT OF JUSTI CE

M. Swartz. Thank you, Chairman Wi tehouse.

The Chairman. You may need to punch your m ke.

M. Swartz. Thank you, Chairman Witehouse and Co-
Chai rman G assl ey, distinguished nenbers of the caucus.

There are three points | would like to enphasize this
norning. First, the Departnment of Justice is deeply
comritted to investigating and prosecuting narcotics
traffickers and their illicit financial networks. Second,
we are equally commtted to building the capacity of our
foreign counterparts to do the sane. And third, both
m ssions are critical to the security of the Anerican
publ i c.

Let ne turn first to our own investigations and
prosecutions. As | noted, they are ainmed not only at
traffickers, but at their financial networks. And let ne
cite just two exanples fromthe past nonth

As | think you may have seen, in Cctober, we announced
Qperation Dark HunTor. This is an operation |ed by JCODE,
t he Departnment of Justice's Joint Crimnal Opioid and
Dar knet Enforcenent teamthat was a gl obal enforcenent
action resulting in 150 arrests worl dw de and the sei zure

of nore than $31 mllion in cash and virtual currency.

www.trustpoint.one 800.FOR.DEPO
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Simlarly, last nonth, we announced a new tip line for
Central Anerica, to provide | eads to the Departnent of
Justice's Northern Triangle Anti-Corruption Task Force, a
joint task force bringing together our Narcotic and
Dangerous Drug Section, our Moiney Laundering and Asset
Forfeiture Section, and our Fraud Section. 1In all of these
respects, | would |like to pay particular tribute to
Chai rman Wi t ehouse, Co- Chairnman G assl ey, and nenbers of
this caucus for your focus on the dark econony and in
particul ar the provisions on corporate transparency that
appeared in the NDAA this last year. Those are significant
steps forward, and we are grateful for your | eadership.

Those are sonme of the exanples of what we are doing in
this country. But as | said, we are equally commtted to
ensuring that our foreign counterparts have the capacity to
do the sane in their country.

From the Departnent of Justice's perspective, this is
not sinply a matter of foreign assistance. This is about
protecting the Anerican public. W need to have partners
who can deal with narcotics trafficking, with corruption,
with transnational crinme before it reaches our border.

And in ny witten statenent, | have set out a nunber
of exanples of how we have achieved that, particularly
t hrough the work of the two offices at the Departnent of

Justice solely dedicated to this task -- our overseas

www.trustpoint.one 800.FOR.DEPO
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prosecut ori al devel opnent office, known as OPDAT, and our
International Crimnal Investigative Program known as
| CI TAP. Let nme cite just two of those exanpl es.

In late Cctober, Col onbian security forces arrested
Qoniel, the | eader of the Can del Golfo, which is
Col onbi a's | argest narcotics trafficking network. The two
Col onbi an prosecutors who brought the charges agai nst
QO oniel were part of OPDAT's, the Departnent of Justice's
program focusi ng on Can del Golfo, our technical working
group that we had w th Col onbi a.

Simlarly, in the sane year, just a few nonths earlier
across the gl obe, as Anbassador Robi nson has pointed out,
i n Al bania, the Al banian special anti-corruption and anti -
trafficking unit known as SPAK, which is nentored by OPDAT
and | CI TAP, made nunerous arrests, including, as has been
not ed, hi gh-ranking police officials, of Al banian
prosecut or and ot her governnent officials, and al so seized
narcotics worth $61 mllion. Those are just a few of the
achi evenents of OPDAT and | ClI TAP, and we attain these
achi evenents because the capacity-buil ding nodel we have
has four uni qgue aspects.

First, we deploy highly experienced Federal
prosecutors and senior |aw enforcenent experts. Second, we
deploy themfor long-termpositions in host countries for

mul ti pl e-year assignnments. Third, we are not engaged

www.trustpoint.one 800.FOR.DEPO
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sinply in training. That is not our objective. Qur goa

IS to engage in case-based nentoring. That is to help our
counterparts conduct investigations and prosecutions in
their nost conplex cases. And finally, because OPDAT and

| Cl TAP depl oy Federal enpl oyees, not contractors, they can
reach back to all of the Departnent of Justice's assets and
coordinate with our operational teans on the ground and can
ensure that we are working collectively.

Now OPDAT and | Cl TAP are not funded to do any of this
work. W have to |l ook to our colleagues at INL, ny friend
t he Anbassador here, or State counterterrorism But
notw t hstanding this, the acconplishnents have been, as |
have said, strong, consistent over the 30 years that these
organi zati ons have been in existence.

And | am happy to say that | think we have al so nade a
significant step by INL's willingness to agree to our
proposal for the creation of a global anti-corruption rapid
response fund, which will allow the Departnent to depl oy
prosecutors and agents nore agilely, nore quickly to dea
wi th urgent problens of corruption and narcotics
trafficking abroad. And whatever we can do to inprove our
agility in this regard also inproves our ability to protect
the Anmerican public.

Thank you. | look forward to your questions.

[ The prepared statenent of M. Swartz foll ows: |
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1 The Chairnman. Thanks very nuch, M. Swartz.

2 Ms. G een?
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STATEMENT OF SHANNON N. GREEN, SENI OR ADVI SER TO THE
ADM NI STRATOR AND EXECUTI VE DI RECTOR OF THE ANTI - CORRUPTI ON
TASK FORCE, U.S. AGENCY FOR | NTERNATI ONAL DEVELOPMENT

Ms. Green. Chai rman Wi tehouse, Co-Chairman G assl ey,
and di stingui shed nenbers of the caucus, thank you for
bringi ng us together today to discuss the dual threats of
corruption and the illicit narcotics trade.

| am pl eased to have the opportunity to share how
USAID s long-terminvestnents in devel opnent and deep
network of local staff and partners help to address these
chal |l enges as a conplenent to the efforts of ny interagency
col | eagues.

As Adm ni strator Power said on USAID s 60th
anni versary, corruption is basically devel opnent in
reverse. It undermines the rule of |aw, scares away
private investnent, contributes to insecurity, and weakens
support for denocracy itself. Drug trafficking thrives in
pl aces where corruption has crippled econom ¢ investnment,
crushed faith in the governnent, and cause enforcenent
officials to turn a blind eye to their obligations.

USAID is taking a nunber of steps to tackle the
probl em of corruption and its effects on drug trafficking,
mobilizing its mssion in nore than 80 countri es.

First, USAID provides vital support to civil society

organi zations and nedia outlets that expose corruption and
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generate pressure for reform often at great personal and
professional risk to thenselves. For exanple, since 2007,
USAI D has funded organi zed crinme and corruption reporting
projects. This network rel eases nore than 80 nmj or

I nvestigations per year that uncover corruption, drug
trafficking, and other fornms of crine.

For instance, they have docunented evol uti on of Bal kan
crimnal groups into a syndicate that has earned billions
and i nfluenced politicians, police, and prosecutors across
the region, illustrating how the proceeds of drug
trafficking can be used to pay off public officials who
then, in turn, underm ne counternarcotics efforts.

It is not enough, though, to expose corruption and
crime. We need governnents to take action against it, and
that is why USAID pairs this support to nongovernnenta
organi zations with robust investnent in denocratic
institutions and the rule of |aw

For exanple, in Mexico, USAID is strengthening
oversi ght and regul atory bodies at the federal and state
| evel s in order to reduce corruption at key points where
governnents and citizens interact, such as when obtai ni ng
|icenses or permts. In Mali, USAID is building the
capacity of justice sector institutions and civil society
to fight corruption, including along key trade routes where

citizens just seeking to earn a living are reqgularly
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subj ect to rent-seeking behavior and harassnent.

USAI D has | ong worked on i nprovi ng gover nnent
transparency and accountability. These efforts nmake it
harder for crimnals to profit fromcorruption and drug
trafficking and to use those profits to pay off public
of ficials.

In Mol dova, USAID has worked with a central el ectoral
comm ssion and political parties to inprove financi al
di sclosures and integrity. This work is essential to
detecting attenpts by external actors to co-opt politicians
to serve their interests rather than the interests of the
popul ati on.

As the largest bilateral devel opnent agency, USAID has
the unique ability to root out corruption and drug
trafficking through our work in nultiple sectors. For
exanple, cartels in Latin Anerica use illicit gold mning
to generate billions in revenue and to | aunder the proceeds
of their crine. USAID s gold mning programin Col onbia
has renoved nore than $160 mllion fromthe ill ega
econony, paying for itself nore than 8 tines over.

USAI D recogni zes the deep |inkages between corruption
and transnational organized crinme. As such, we are
adapting our programming to transformthe fight agai nst
corruption, including by tackling it froma variety of

angles. This includes increasing our agility to respond to
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what can be fleeting wi ndows of opportunity as well as
nonment s of backslidi ng; enhancing col |l aboration with other
U. S. departnents and agencies, local anti-corruption
refornmers, and the private sector; and experinmenting with
new programmati ¢ approaches, tools, and technologies to
tackl e transnational corruption and crine.

USAI D s assistance is essential to addressing the
underlying conditions that foster the illicit narcotics
trade to devastating effect in the United States and around
the globe. W |ook forward to deepening those efforts in
coordi nation wth Menbers of Congress, our partners across
the U S. Governnent, the private sector, and very
I mportantly, the front-line refornmers and activists in the
countries in which we work.

| thank you and | ook forward to your questions.

[ The prepared statenent of Ms. Geen foll ows: ]

The Chairman. Thanks very nuch.
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You know, it strikes ne that the United States is
i nvolved in a gl obal contest, what you m ght even call a
clash of civilizations, between rule of |aw world and non-
rule of law world. | wll have to conme up with a better
termfor "non-rule of law world,"” but it is basically
kl ept ocracy, autocracy, and crimnality. And it strikes ne
that in ny lifetinme, nost of the evil that has been done to
America has energed fromnon-rule of |aw world.

G ven that background, do each of you agree that there
is a significant nexus between international corruption and
American national security?

Anbassador Robi nson. Yes, absolutely.

M. Swartz. Wthout a doubt, Senator.

Ms. Green. One hundred percent.

The Chairman. So if we are going to win that contest,

prevail in that clash, one of the things it seens we have
to address is the problemof illicit proceeds of all that
corruption, in particular the problemof illicit proceeds

of all that corruption finding shelter in rule of law. If
you are the biggest thief in your country, what you have
stolen is only as safe as the next big thief to cone and
take you over and steal what you stole.

So what you need is to get your pelf, your crooked
goods, sheltered behind rule of law. And so, in very

significant ways, it seens to ne we rule of |aw nations are
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ai ding and abetting in legal terns, or giving aid and
confort toin mlitary terns, our own enemes. W nade a
big step against that, thanks to Chairman G assl ey, who

wor ked very hard on the beneficial ownership rules, which
are being witten by Treasury right now, | hope, with a | ot
of input fromall of your organizations.

How i nportant is it that America clean up its own act
in this regard and also lead the rest of the rule of |aw
nati ons to have conmmon cause agai nst that kind of shelter
for ill-gotten gains?

Anbassador Robi nson, why don't you go first? W wll
just call these right across the |line.

Anbassador Robinson. Well, obviously, | think it is
-- | think it is absolutely inportant that we put our house
in order. But INL is focused on nmaking sure that our
partners have the tools that are necessary to uncover, to
go after, and to know when these ill-gotten gains are
entering their system

The Chairman. |s this going to be a priority, do you

think, for the Sunmt for Denocracy that the President has

cal | ed?
Anbassador Robi nson. Absolutely, absolutely. | think
the idea that -- in fact, | know one of the -- one of the

areas that the summt will focus on is corruption broadly,

but anti-noney | aunderi ng.
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The Chairnman. And specific to your line of work, is
there nore that we could or should be doing with sanctions?
And do you need any further authorities from Congress to
apply further sanctions to di scourage both kleptocracy and
aiding and abetting of it by those in rule of |aw
countries?

Anmbassador Robinson. | think we are in a good pl ace,
sanction wise. One, because we have the ability to
publicly -- sonetines privately, but nostly publicly --
nanme and shanme those who are noving this noney.

The Chairman. Well, let us knowif you would Iike
nore authority because we, | think, really want to try to
address this problem

Last question, for M. Swartz, DEA wthin the
Departnment of Justice focuses a lot on interdiction. CQur
prosecutions focus a lot on interdiction. It seens to ne
that we focus a little bit less on follow the noney, but
for every pound of cocaine, for every package of heroin,
there is a financial transaction on the other side of it.
And meki ng sure that we pursue the noney can be -- well,
they said follow the noney in Watergate for a reason.

And then beyond that is the question of disrupting the
saf e havens where that noney goes. And it seens that nost
of our attention is to interdiction. Less, but sone is to

foll ow the noney, and not so much has been to disrupting
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t he safe havens to which the noney fl ows.

Are you doing anything to try to correct or adjust
t hat ?

M. Swartz. M. Chairman, the Drug Enforcenent
Adm ni stration --

The Chairman. M crophone.

M. Swartz. M. Chairman, the Drug Enforcenent
Admi ni stration plays a key role, as you say, in disrupting
narcotics trafficking networks. But increasingly, it is
al so focused on the connected illicit financial networks
t hat nmake those trafficking networks possible. And that is
reflected, including in their involvenent in JCODE, our
Crimnal Opioid and Darknet Enforcenent team as well as
steps they have taken on their own investigations to focus
on the financial flows.

We couldn't agree nore. It is essential that we do
this. And as you have said, the fact that we have put our
own house in order | can say, as the Departnent official
responsi bl e for our international cooperation, has been
essenti al .

To be able to say that we are doi ng what we have asked
other countries to do is critical, as well, of course, as
maki ng it possible for us to conduct these kinds of
i nvestigations. And in that regard, we have continued our

focus, including through the Kl eptocracy Initiative, which
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is now celebrating its 10th anniversary, to track down
funds that have transited to the United States or have been
invested in the United States, to seize and forfeit those
funds, and then to return themto the countries from which
they were stol en.

I think it has really been one of the npbst effective
t hi ngs we have done, and we couldn't agree nore. This is a
clash of civilizations. It is a clash between two
different types of governance of how citizens are treated,
and we are determ ned at the Departnent of Justice to show
that we are working not only to protect the Anerican
peopl e, but the people of our -- of the countries that are
allies and are partners.

The Chairman. Thank you. Chairman G assl ey?

Senator Grassley. Thank you, M. Chairnan.

| want to start with Anbassador Robi nson. |n August,
the Justice Departnment |nspector Ceneral released a report
that showed DEA is failing to oversee foreign |aw
enforcenment units. The State Departnent provides funding
for some of these foreign | aw enforcenent units and
facilitates necessary agreenents between the United States
enbassi es and the host countries.

Have you consi dered whet her the Bureau should review
its own processes as they relate to the DEA programin

light of the G s findings?
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Anbassador Robinson. M. Co-Chairnman, the fact is we
are reviewing our relationship with our partners all the
time. W took the GAO report very seriously, and we w ||
continue to review to nmake sure that we are focusing on
t aki ng good care of the Anerican people's resources.

Senator Grassley. Wat oversi ght, Anbassador, does
the State Departnent's Bureau of International Narcotics
and Law Enforcenent Affairs do to ensure that the funds it
provi des for DEA-supported foreign | aw enforcenent units
will be used for their intended purpose?

Anbassador Robi nson. W sign agreenents, interagency
agreenents with all of the different interagencies that we
work with. So that is -- at the Washington level, that is
how we naeke sure that we are focusing on the funds that go
to these agencies, but also at the post |evel, the country
teans, |ed by the Anbassador and DCM are al so maki ng sure
that they are focused on how funds are being spent by our
I nt eragency partners.

Senator Grassley. Also, M. Anbassador, the IG
recommended t hat DEA conduct a conprehensive review of its
| ocal foreign |law enforcenent units to ensure that
necessary and appropriate agreenents are up to date. |Is
the DEA actively coordinating wth the State Departnent to
make those determ nations?

Anbassador Robi nson. DEA actively coordinates on a

33
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1 reqgular basis with the State Departnment on issues such as

2 this.
3 Senator Grassley. To your know edge, are up-to-date
4 letters of agreenent in place for all the countries where

5 DEA has established relationships with local foreign | aw
6 enforcenent units?

7 Anmbassador Robi nson. To ny know edge, vyes.

8 Senator Grassley. GCkay. For M. Swartz, we had a

9 recent Justice Departnent |nspector CGeneral report, the
10 sane one | referred to, found that the DEA doesn't have a
11  conplete list of foreign |aw enforcenent units that it

12 supports and doesn't have a conplete record of funding

13 provided by the State and Defense Departnents to support
14 the units. Do you agree that the DEA headquarters shoul d
15 conduct strong oversight of the relationships its country
16 officers formwth foreign | aw enforcenent partners?

17 M. Swartz. Well, thank you, M. Co-Chairman.

18 The Departnent, of course, takes the Inspector

19 Ceneral's report extrenely seriously, and | am happy to
20 note that on August 26th, the DEA announced that it was
21  doing an i ndependent top-to-bottomreview of its foreign
22 and international footprint, including all of the issues
23 rai sed by the I nspector CGeneral. And we, of course, wll
24  follow that independent review and take any appropriate

25 actions that are suggested thereby.
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Senator Grassley. Also, M. Swartz, do you agree that
when serious incidents occur involving DEA-supported
foreign |l aw enforcenent units, it is incunbent upon the DEA
headquarters to conduct oversight to identify problens and
prevent simlar incidents?

M. Swartz. | amconfident, Senator, that that is the
position taken by the DEA Adm nistrator and by all of those
i nvol ved at DEA headquarters to carefully nmonitor this
activity and, again, to abide by the results of the
i ndependent review of their international footprint.

Senator Gassley. And also, M. Swartz, | recently
chaired this Drug Caucus field hearing in Cedar Rapids,
lowa. At that hearing, there was a person nanmed Jeffrey
Stamm Director of the Mdwest HI DTA testified that every
State, including lowa, is a border State. He stated we
need to deal with the flood of drugs |ike fentanyl
| npacting our country.

You nentioned in your witten testinony two Depart nent
of Justice anti-corruption prograns that work in Mexico.
How are these prograns and trainings effective at stopping
fentanyl and other deadly drugs fromentering the United
St ates?

M. Swartz. Well, thank you, M. Co-Chairnan.

The broader franmework, of course, for our cooperation

with Mexico has now been set by the new Bi centenni al

35
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Framewor k and the high-level security dial ogue, which
Attorney General Garland attended, as did I, the
Anbassador, last nonth. That is just a franework that is
going to focus us on illicit finance, on precursor
chemcals, and to provide a new direction forward.

Senator Grassley. Thank you. Thank you,

M. Chai r man.

The Chairman. Next is Senator Hassan, and she will be
foll owed by Senator Cornyn and then Senator Lujan.

Senator Hassan. Well, thank you, M. Chairman. And |
want to thank you and Co-Chair G assley for convening us.

I want to thank the wtnesses not only for being here
today, but for your work, and I just want to note that as
we tal ked about the stunning statistic just being reported
of 100, 000 overdose deaths in the United States in a year
of the pandem c, how critical your work is. | also know
that while we are tal king today about illicit international
drug trafficking, it is really inportant that we al so
recogni ze that all of this illicit trafficking is
I nfl uenced by demand here at hone.

And we certainly know that the pharma i ndustry has
i nfl uenced that demand, sonetines with reckless, other
tinmes wwth predatory behavior. And sonetines enabled by a
fairly | ax FDA oversight and potential conflicts of

interest there. So | just don't want to take our eye off
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t hat ball either

To Anbassador Robinson, | just wanted to start
follow ng up on a line of questioning that Co-Chair
G assl ey was asking. W continue to see illicit fentanyl
trade in the U S. that originated in China. As Senator
Grassl ey nentioned, Chinese manufacturers produce fentanyl
precursor chem cals and then sell and ship themto drug
trafficking organi zations in Mexico. The cartels then
produce fentanyl fromthese precursor chem cals and snuggl e
it across the Southern border.

| just want to drill down a bit, Anbassador.
Crimnals profit at every stage of this process. How can
we use existing noney |aundering rules to conbat the
financing of illicit fentanyl trade?

Anbassador Robi nson. W are focused very closely on
maki ng sure that we are followi ng the noney. Current rules
allow us to work with -- work nore closely with the
Departnment of Justice and DEA to nmake sure that any noney
that is trying to reach our shores is investigated.

We are working with our partners to nake sure --
particularly Mexico to nake sure that any resources that
they -- that they have the tools to investigate, working
with their prosecutors to investigate the illicit gains
that are comng fromthese -- fromthis drug trade. So

that is how-- that is how INL would focus on this effort.
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Senat or Hassan. Thank you.

Deputy Assistant Attorney CGeneral Swartz, | share the
encour agenent that you expressed about recent operations
spear headed by the Joint Crimnal Opioid and Darknet
Enf orcenent, or JCODE, such as Operations Dark HunTor and
Di srupTor that have taken down illegal drug marketplaces on
the dark web and led to hundreds of arrests worldw de. |
am working on |egislation to permanently authorize JCODE
and bol ster the resources it receives.

Can you speak to how JCODE, in conjunction with
Federal, State, local, and international |aw enforcenent
partners, is able to pursue and shut down dark web il egal
drug mar ket pl aces, both in the U S. and around the worl d?

M. Swartz. Well, thank you, Senator.

JCODE, | think, represents the future of nuch of what
we are going to see in terns of dealing with illicit
finance, particularly as we nove towards the darknet and
cryptocurrencies. And by bringing together experts both on
the drug side, the noney | aundering side, and our cyber
experts, it is the future of how we are going to interact
on this. W found that JCODE al so works well and hel ps
coordi nate our various |aw enforcenent agencies at the
Federal |evel and to hel p advance State actions as well.

And we are also doing this through other neans.

Thanks to support fromINL, we have created a worl dw de
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net wor k of cyber prosecutors through OPDAT who are
stationed abroad, working to build the capacity of our
foreign counterparts to deal with cryptocurrency and ot her
nmoney | aundering techni ques. And we have also built out
with our prosecutors on the ground, working on particul ar
cases, with Mexico a noney | aundering group that has

already net twice in the short tine it has been in

existence in this fall, and we expect, again, this will not
sinply be training. This will be case-based, directed
activity.

Senator Hassan. Well, thank you. | |look forward to

wor king to nake sure that JCODE has the resources it needs
to continue this vital work.

| wanted to touch on one nore thing with you, and we
are running out of time. So | may do it for the record.

But | am sure that Chairman VWi tehouse will tal k nore about

t he amendnent to the national defense bill that he and |

have been working on -- and | think it is going to get

i ntroduced -- to target drug cartels' noney | aunderi ng.
One key piece of the bill is providing resources,

assi stance, and training to other countries. Can you and
Anbassador Robi nson speak to how this support will help
target drug trafficking organi zati ons where they are nost
vul ner abl e?

M. Swartz. Thank you.
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1 W feel at the Departnment of Justice that there is
2 nore we can do in this regard. W can place prosecutors,
3 I f we have the funding to do it, to serve as nentors,

4 again, focused on cases, on building out cases involving

5 illicit finance that affect our country.

6 So we | ook forward to any opportunity to di scuss how
7 that can best be done, but fromour perspective -- and this
8 goes to Senator Gassley's point -- there is no better

9 expenditure of nonies for the Anerican taxpayer and to

10 protect the Anmerican taxpayer than placing our prosecutors

11 and investigators on the ground to build the capacity of

12 our counterparts to obtain results and to defeat these

13 crimnal organi zati ons before they reach our borders.

14 Senat or Hassan. Well, | thank you. And Anbassador, |
15 wll followup with you perhaps for the record since | ama

16 bit over tine here.

17 | appreciate all of you very nuch.

18 The Chairman. Senator Cornyn?

19 Senator Cornyn. Thank you all for being here today.
20 Let nme start, Anbassador Robinson, | could not agree
21 nore with your -- the final statenent that you made tal king

22 about the inportance of political will and cooperation in
23 the countries that we are trying to assist. And frankly,
24  without that political will, there is not a whole heck of a

25 |ot the U S can do, in ny opinion. W have not shown
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oursel ves very good at nation building, and particularly
when we are wor ki ng agai nst the powers that be in foreign
countries, it makes things hard, if not downri ght

| npossi bl e.

| am thi nki ng about, for exanple, President Lopez
Qobr ador' s backtracking on | aw enforcenent just on
extraditions. For exanple, in '19, 2019, there were 17
extraditions from Mexico, 22 in '20, and so far in 2021,

t here have only been 9.

W are waiting on visas fromthe Governnment of Mexico
so that our DEA Federal agents can get in there and do
their job. And unfortunately, President Lopez Cbrador has
said that using force against the drug cartels doesn't
resol ve anything and essentially has raised the white fl ag.

What | want to ask the panel about is transnational
crimnal organi zations. W talk about transnati onal
crimnal organi zations, sonetinmes use the word "cartel s”
and the like. But | have heard it said, and I think it is
true -- but | would like to get your opinion -- that these
crimnal organi zations are, by and | arge, commodity
agnostic. In other words, they are in it for the noney,
and they don't care if they have to snuggl e drugs, people,
traffic in sex, whatever it is.

Do you agree, M. Robinson, M. Swartz, that these

transnational crimnal organizations are comodity
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agnosti c?

Anbassador Robi nson. Absolutely, Senator. And not
only would I -- would | agree with that, but | think it is
i nportant to recogni ze that they use the sanme routes for
all of those "commobdities.” W know that they are noving
peopl e through the sane routes that they are noving drugs
north and trying to nove noney and guns south. So
absol utely agree that they are agnostic.

Senator Cornyn. M. Swartz and then Ms. G een?

M. Swartz. Senator, absolutely. And we have taken
steps to address exactly that issue, which you so
accurately pointed out, and that includes building out task
forces with Mexico and Central Anerica focused on human
smuggl ing groups that tie into organi zed cri ne.

And beyond the other areas you have tal ked about, so
there are | ess obvious areas in which they are commodity
agnostic, including wildlife trafficking and natural
resources trafficking, where we have seen very devastating
| osses and trenmendous profits for the organized crine
groups. And here, too, working with the State Departnent,
we have pl aced prosecutors overseas to focus on that issue
so that we can attack organi zed crinme fromall fronts.

And Senator, | would also be glad to work with your
staff on the extradition issues. The nunbers we have from

Mexi co are significantly higher, including sone key people
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who were extradited in the cartel context. But we would be
glad to discuss that for the record.

Senat or Cornyn. Thank you. M. G een?

Ms. Green. Yes, Senator. W, too, at USAID see those
| i nkages, and that is why the anti-corruption task force is
viewi ng our work on anti-corruption as intinmately connected
to the work that USAID does on countering wildlife
trafficking, on countering the trafficking of natura
resources, on transnational organized crine.

We are building the capacity of our governnent
partners and our nongovernnental partners to detect the
flow of those commodities, whether it be gold or tinber,
because we do see very intimately those |inkages, and we
know t hat we need new partnershi ps, new kinds of
t echnol ogi es, and new approaches in order to address the
transnational flow of those kinds of commoditi es.

Senator Cornyn. Well, | thank each of you for your
answer. | think obviously, comng froma border State that
has seen a huge influx of migrants com ng across the
border, 1.7 mllion so far this year wth approximately
300, 000- pl us get-aways -- although | don't know how you
count the ones, the people you never saw. But that is one
of the estimates that have been given to us.

But of course, what we have seen is that these

transnational crimnal organizations are pretty
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sophi sticated, and one of the ways they succeed in getting
drugs across the border -- and the vast mpjority of the
drugs that killed 100,000 people | ast year nmake their way,
unfortunately, across the Sout hwestern border -- these
cartels will flood the zone with people, with mgrants, and
then the Border Patrol has to get off the front lines to
process unacconpani ed children and the like. 1In the
nmeanwhile, it is a four-lane highway across the border
opened up to the cartels to nove drugs into the United
St at es.

| know many peopl e view what is happening at the
border as sinply an immgration issue, but | think it is
inextricably intertwwned wwth the other illegal conduct
that is occurring, particularly snuggling drugs. Do you
have a -- do you agree, Anbassador Robi nson, or do you have
a different view?

Anbassador Robinson. No. As we said before, we
absol utely believe that the routes that are being used for
drugs are used for any nunber of commodities. The
m gration challenges at the border | don't think happen
coincidentally, and we are working with our partners in
Mexi co to address just those issues.

And | would al so add that you raised an i ssue on visas
for DEA agents. That issue was raised by both the

Secretary and the Attorney Ceneral during our trip to
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Mexi co for the bicentennial agreenent.

Senator Cornyn. | hope they have a breakthrough in
t hat .

M. Swartz. |If I mght, Senator? W do understand
t hat issue has been resol ved.

Senator Cornyn. Good. Thank you.

The Chairman. Thanks, Senator Cornyn. Senator Lujan?

Senator Lujan. Thank you, M. Chairnman.

Deputy Assistant Attorney General Swartz, is it
illegal, is it acrinme for United States financi al
i nstitutions, banks, to |launder noney for drug cartels or
narco-terrori st organizations?

M. Swartz. Senator, of course, noney |laundering is a
crime. The circunstances of the particular case woul d have
to be considered. | couldn't answer that in the abstract
bef ore know ng what | aundering of funds for a narcotics
cartel --

Senator Lujan. M. Swartz, let nme just help you here.
It is really troubling that you cannot just say yes.

M. Swartz. Well --

Senator Lujan. Is it -- let ne ask this question
again. Is it acrime for banks in the United States to
il1legally launder noney for a drug cartel ?

M. Swartz. Yes, Senator. It is a crinme to engage in

noney | aundering on behalf of a drug cartel.
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Senator Lujan. And maybe there was an anti ci pation of
what ny followup is. Look, every time that | have had a
briefing and | ooking at this issue, there is always a
report when we | ook at other countries of bringing
attention to the canpesinos, the farners, who are being
pressured by the cartels to grow drugs. Nobody wants to
tal k about the illicit financial markets.

So | appreciate in your opening testinony that you
touched on the inportance of illicit financial markets, and
that in response to a question fromone of ny coll eagues,
you al so were clear that there was crimnal pursuit of
i1licit financial crines.

The reason that | wanted to ask these particul ar
questions and open up there -- | amsorry it took so |ong
to get where | amnow -- is there was a decision nmade in
2012 with HSBC in the United States to levy a $1.9 billion
fine, which is about 5 weeks of profits for the bank. But
there was a decision by the United States Departnent of
Justice not to crimnally prosecute anyone that was caught
| aunderi ng noney in that case, 175 crim nal charges that we
know about. |Is that going to change?

M. Swartz. Well, Senator, | would be glad to discuss
with your staff and get nore details of the background for
the resolution in that particular case. But in terns of

the nore general question you asked, our commtnent to go
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after these illicit networks, to go after anyone who
know ngly is laundering funds, is ironclad.

Senator Lujan. Are they going to goto jail? WII we
prosecute them or are we just going to give them deferred
prosecution agreenents? Wat is the goal here?

M. Swartz. Senator, where the -- where the facts
exi st, where the prosecution can be conducted, we do that,
exactly those steps.

Senator Lujan. And | amsorry to be so passionate
about this. M. Chairman, this is an area that | have a
| ot of concern because in case after case that | have tried
to study in this particular area, the United States
Departnment of Justice puts people in jail that they find
selling small anmounts of narcotics. They are in jail
t oday, even though we are legalizing marijuana in State
after State, and hall uci nogeni cs and nushroons and ot hers.
They are still in jail.

But no one went to jail fromHSBC. So that was in
2012. Let ne back up a little bit. 2003, HSBC prom sed
and agreed to a consent order to clean itself up from noney
| aundering. They prom sed, and they agreed to this by the
United States. Sane thing happened in 2010. They foll owed
up, and they prom sed and agreed to another consent order.

2012, the United States levies a $1.9 billion fine,

5 weeks of profits. No one goes to jail, and 175 cri m nal
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charges do not get prosecuted.
2018, HSBC agrees to pay another $100 nillion because
t hey got caught |aundering noney again. 2019, a

$192.5 nillion fine, HSBC gets caught |aundering noney.

2017, the United States Departnent of Justice -- | wll
back up a couple years -- lifted its deferred prosecution
agr eenent .

M. Chairman, drugs are going to be continued to be
sold as |l ong as people can profit and they get a slap on
the wist, and the people that are | aundering the noney,
knowi ngly | aundering this noney, they are just as guilty as
every other elenent of these cartel organi zations where
there is record nmurders in Mexico, threats of people that
are trying to do everything they can to escape this.

Not hing is going to change unl ess people go to jail
that are knowi ngly | aundering noney. That is nunber one.

Nunber two, Ms. Green, with the work you and the
Anmbassador are doing, are we also in the United States
doi ng sonet hing about the flow of guns into Mexico, illega
flow of guns. M. Geen?

Ms. Geen. Well, | will have to defer to ny
col | eagues. That is not sonething that USAI D works on.

Senat or Lujan. Anbassador?

Anbassador Robi nson. The short answer is yes. This

I's an issue that canme up during the -- during our summt in
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Mexi co, and we have committed to working nuch nore closely
Wi th our interagency partners. W have commtted to
wor ki ng much nore closely on this issue.

Senator Lujan. And M. Chairman, | wll go back, and
| appreciate -- will get sonmething on the record,

M. Swartz, since | amout of tine.

M. Chairman, one thing that | am al so hopeful that we
can do here is have the Departnent of Justice submt to the
appropriate commttee, whether it is this or another, the
suspi cious activity reports associated with the cases that
| just tal ked about so that we can try to get it in our
hands and understand what is going on here.

| think that it is also clear that these nonitors that
are being hired by the banks wth the perm ssion of the
Departnment of Justice and these deferred prosecution
agreenents, | don't know why the banks get to pay them and
hire themand get to determ ne who is going over there to
do the work. It seens that we shoul d have investigators
fromthe Federal Governnent doing this work. | don't know
why they get a pass.

So this is an area that | amgoing to keep pressing
and pushing now that | ama nmenber of the United States
Senat e because, again, this is not going to stop as |long as
people just pay a small fine and a snmall penalty, and then

they get to go hone with their deferred bonuses while
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peopl e are dying on the streets of Anerica and in other
parts of the world.

Thank you, M. Chairnman.

The Chairman. Thank you, Senator.

Let me thank the panel. Wth respect to Senator
Lujan's point about corporate enforcenent, M. Swartz, if
you coul d pass back to Deputy Attorney General Mbnaco ny
conpliments on the new corporate prosecution nenorandum
t hat she announced, which | think is a very inportant step
in the right direction for the Departnent.

| think that we have work to do to prepare for the
Summt for Denocracy in this area and make sure that that
Is a success at rallying nations around the world to this
standard. Because, frankly, if 80 percent of our allies in
rule of law |l and hel p and 20 percent don't, guess where the
dirty noney will go -- to those 20 percent.

So we really have to do what the adm nistration did
with the international mninumtax and create a very
significant international consensus around this and
continue to press for the strongest beneficial ownership
regul ati ons that you need. | know that Treasury has the
pen on that, but | expect that they are listening to USAID.
| expect that they are listening to DQJ, FBI, and DEA, and
| expect that they are listening to the State Departnent.

And if they are not, let ne know so | can nmake sure that

50

www.trustpoint.one 800.FOR.DEPO
www.aldersonreporting.com (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Trustpoint.One = Alderson.

51

t hey do.

And finally, if there is anything el se that you need
from Congress by way of inproved support, resources, or
| egal authorities, don't hesitate to cone to us. | think,
as you have seen, this is a matter of significant
bi partisan interest in the Senate. | amgrateful to all of
you for your service and for your testinony today.

And | w Il excuse this panel so that we can bring on
the next panel, and we will go into recess just for a few
nonments while the electronics are done to bring our next
panel on via the Internet.

[ Recess. ]

The Chairman. All right. Let ne call the hearing
back to order for our second panel. | appreciate very nuch
all of the witnesses' participation, particularly since
they are comng fromfar away. One is |located in Vienna.
Another is in lrag. And another is in South Carolina,
slightly less far away. |If only Senator G aham were here
for nme to take advantage of that conpari son.

John Brandolino is the Director of the Division for
Treaty Affairs at the United Nations Ofice on Drugs and
Crime, where he oversees U. N -mandated policy processes
related to drug and crinme and technical assistance centers
related to corruption, organi zed crine, noney |aunderi ng,

cyber crine, and terrorism
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M. Brandolino previously served in a variety of
positions at the U S. State Departnent's Bureau for
I nternational Narcotics and Law Enforcenent, including as
Acting Deputy Assistant Secretary and Director for the
Ofice of Anti-Crime Prograns. Before that, M. Brandolino
wor ked for the Anerican Bar Association, served as
assi stant general counsel for the nultinational force and
observers, did sone tinme here in the United States Senate
and al so as an aide to the Speaker of the House of
Represent ati ves.

Vanda Fel bab-Brown is a senior fellowin the Center
for Security, Strategy, and Technol ogy in the Foreign
Policy Programat the Brookings Institution. She is the
Director of the Initiative on Nonstate Arned Actors and Co-
Director of the Africa Security Initiative and the
Br ooki ngs series on opioids, "The Opioid Crisis in Anerica:
Donestic and I nternational D nensions."

Dr. Fel bab-Brown is an expert on international and

internal conflicts and nontraditional security threats,
I ncl udi ng i nsurgency, organized crinme, urban violence, and
illicit economes. She is the author of the forthcom ng
“"Narco Noir: Mexico's Cartels, Cops, and Corruption," and
Is a frequent comentator in U S. and international nedia.

Finally, Cay Fuller is a research affiliate with the

Wal ker Institute at the University of South Carolina.
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Previ ously, he was a Jeane Kirkpatrick Fellow at the
American Enterprise Institute, and he has worked cl osely
with the Hudson Institute's Kleptocracy Initiative, which
is a great initiative that we have done a lot of work with
over the years. And he is a current nenber of the d oba
Initiative agai nst Transnational O ganized Crine.

Hi s academ ¢ and policy work highlights how nodern
dictators, terrorists, and crimnals utilize free market to
consol idate and project power. Dr. Fuller recently
authored a report on dismantling the authoritarian
corrupti on nexus, which exam nes the national security
I nplications of donestic and international econom c policy.

| amvery grateful to all of our w tnesses. You can
tell fromtheir bios they are perfectly suited for this
hearing, and | | ook forward to hearing fromthem

And if we can, why don't we begin with M. Brandolino

comng in fromVienna, | believe.
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1 STATEMENT OF JOHN BRANDOLI NO, DI RECTOR, DI VI SI ON FOR TREATY
2 AFFAI RS, UNI TED NATI ONS OFFI CE ON DRUGS AND CRI ME

3 M. Brandolino. Chairman Wi tehouse, Co-Chairman

4 (Gassley, distinguished nmenbers of the caucus, good evening
5 fromVienna. It is an honor to join you today to outline

6 howthe United Nations O fice on Drugs and Crine, or UNODC,
7 is helping countries around the world to address drug

8 trafficking and related corruption.

9 My witten statenent provides nore background about

10 our organization. So | won't get into detail. But using
11 our unique vantage point of being the secretariat to the

12 nost inportant policy processes, global policy processes

13 related to drugs and crine and having a technical

14  assistance and political presence in 124 countries,

15  suppl enented by our continuing data gathering and research,
16 | would like to share how we try to build our know edge

17 about illicit drug flows and related corruption and what we
18 are doing to address it.

19 The Chairman. Pl ease proceed. Have we |ost signal?
20 M. Brandolino. | amhere. Can you hear ne? Can you
21  hear ne?

22 The Chairman. Yes, go ahead.

23 M. Brandolino. kay, sorry. | wanted to take this
24  opportunity to thank the U S. Departnent of State INL

25 Bureau for their I ongstanding policy, substantive, and
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financi al support for nmany key areas of our work and the
Departnment of Justice, which regularly contributes its
expertise to our work around the worl d.

First, there are two levels that we address this
Issue. First is a very general one. There is a science to
fighting corruption. It has devel oped over decades. An
effective anti-corruption regi ne consists of actions taken
by many st akehol ders on a nunber of different fronts.

Thi s means engagenent in sinultaneous actions by
governnents, private sector, and civil society, and a w de-
rangi ng set of actions and commtnents that consist of an
anti-corruption holistic regine are actually found in the
U. N. Convention against Corruption in its chapters relating
to prevention, crimnalization, international cooperation,
and asset recovery.

And one way, one path that we use to fight corruption
generally is to ensure that effective action is being taken
on all of these fronts and that there is visible and
holistic anti-corruption regime within the specific country
i nvol ving all actors.

But in addition to this, the second path is we need to
al so understand the different contexts of corruption and
devel op neasures that are tailored to conbatti ng and
preventing corruption in those specific contexts. M

witten statenent di scusses how UNODC is trying to better
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understand drug flows and related illicit financial flows,
which, in turn, allows us to target corruption points that
facilitate those fl ows.

But we know that drugs or related illicit financial
flows take certain paths anong source, transit, and other
destinations, and we can start to dig deeper to identify
where corruption nay facilitate those flows. For exanple,
where corruption noves by |and, where drugs nove by | and,
there may be governnent officials, including border
authorities and | aw enforcenent officials, along the way
who may be exposed to greater corruption risk.

Qur CRI MJUST program which has been involved in
cross-cutting work related to the cocaine trafficking route
from South Anrerica to Europe and i s now bei ng expanded to
ot her parts of the world involving all types of drug flows,
have been involved in targeting corruption points that help
nove drugs flows. W have seen, for exanple, that bribes
are paid to obtain fal se docunents, avoid baggage checks,
obtain confidential information on | aw enforcenent
measures, and secure safe passage for drugs across borders.

Organi zed crime groups frequently use corrupt
practices also to recover drugs seized and placed under the
custody of |aw enforcenent authorities.

Money | aundering i s obviously, as been discussed

t oday, used to nove and hide corrupt proceeds. But
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corruption can also help fuel the |aundering of proceeds
generally of illicit drug activity. So we need to

under stand how corruption can facilitate, for exanple, bulk
cash flows and trade-based noney | aundering when those
types of |aundering are used.

We can predict with confidence that the proceeds of
crime and corruption will seek to exploit the anonymty of
cryptocurrenci es and corporate vehicles, and we further
need to understand how corruption mght facilitate these
rel atively new avenues.

It is a jigsaw puzzle for sure, but we are continually
trying to add pieces to the puzzle. And so what is UNODC
doi ng specifically? Wat are we doing to target these
corruption points?

I mentioned our CRI MJUST program which addresses the
cross-cutting issue of corruption with an integrity
conponent ained at the drug | aw enforcenent units and
judicial authorities. W are nowin 22 countries.

Qur UNODC Cont ai ner Control Program and our Al RCOP
program are active in 99 seaports and 26 airports
t hroughout the gl obe. Qur experts use their know edge on
the ground to help identify unique corruption risk points
at each single port and how to address them

Qur d obal Program on Mney Laundering has devel oped a

series of trainings related to investigating novenent of
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funds via cryptocurrencies, particularly corrupt proceeds.
And we have a nunber of prevention-related prograns that
support anti-corruption authorities, suprene audit

I nstitutions, procurenent bodies, and ot her oversi ght
bodies, and it is also to strengthen effective reporting
mechani sns that ensure high |evels of confidentiality.

And we have established a series of regional platforns
to fast-track inplenmentation of the U N Convention agai nst
Corruption, including a platformfor South Anerica and
Mexi co.

Finally, in this context, we have created a speci al
partnership with the Wrld Bank, where the Stol en Asset
Recovery, or StAR Initiative provide practitioners with
know edge and policy tools on cutting-edge issues rel ated
to preventing the |laundering of proceeds of corruption.

I n concl usion, continued support is necessary for
activities that target corruption risk points and apply the
measures contenplated in the U N Convention agai nst
Corruption. M/ witten statenent provides nore information
on our work and our progranms, and | comrend that to you.

But as a | eader of international anticorruption efforts
since the very early days of anti-corruption, the

contributions of the United States in regard to funding,
expertise, and influencing international policy will be

critical to noving forward this work and international
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1 anti-corruption work generally.
2 Thank you, and | | ook forward to your questions.

3 [ The prepared statenent of M. Brandolino follows:]
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1 The Chairman. Thanks very nuch, M. Brandoli no.
2 Next, Ms. Fel bab-Brown, please proceed -- fromlragq,

3 no | ess.
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STATEMENT OF VANDA FELBAB- BROAN, SENI OR FELLOW CENTER FOR
SECURI TY, STRATEGY, AND TECHNOLOGY | N THE FOREI GN PCLI CY
PROGRAM BROCKI NGS | NSTI TUTI ON
Dr. Fel bab-Brown. Thank you very nmuch. Thank you

very much, Chairman Wi tehouse, Chairman G assley, and
di stingui shed nenbers of this conmttee. | amhonored to
have the opportunity to address the caucus.

As was nentioned, | am speaking fromlraq, and ny
electricity is going in and out. | hope that won't affect
ny testinony and engagenent with the nmenbers of the Drug
Caucus. The lack of electricity, or sporadic nature of it
here in Iraq, is itself one of the manifestations of
corruption.

Vast illegal econom es, such as the drug trade,
strongly exacerbate corruption and underm ne rule of |aw
Conversely, corruption underm nes counternarcotics efforts,
be they interdiction of drug trafficking networks in places
such as Mexico, Afghanistan, or Honduras; efforts to build
| egal livelihoods for those narginalized popul ati ons that
participate in the production of illegal drugs, as is often
the case in Col onbia where governnent officials, vested
elites, and exclusionary and vested interests appropriate
noney neant for devel opnent of |egal |ivelihoods.

And in sone cases, such as in Venezuela, North Korea,

or Myanmar, entire reginme survival is deeply intertw ned
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and dependent on the persistence of exclusionary patronage,
corruption, and illegal econom es, such as the drug trade.
SSmlarly, in Central Anerica's Northern Triangle, such
systens of political exclusion and patronage have for
decades dom nated the countries and becone deeply
intertwined with the drug trade, with crim nal

organi zati ons penetrating the highest |evels of the
governnent, such as in Honduras.

So fromthis overview, it is obvious that corruption
is conplex and not uniform Consequently, one anti -
corruption strategy does not fit all settings. Very
frequently, however, anti-corruption policies are not
simply nonunental tasks. They are profoundly political
tasks to reshape | ocal and even national political
arrangenents and orders in the countries. They are not
merely technical undertakings.

If they are considered and devel oped as nerely
technical projects, they can generate perhaps sone capacity
abroad, but they will fail to generate adequate politica
will and, in fact, m ght be underm ned. |ndeed, we have
seen in various parts of the world that when anti -
corruption efforts becone effective and becone nutual, not
nmerely targeting political enem es of current governnent
officials, they beconme underm ned by those very sane

current government officials.
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The attacks and efforts to dismantle CICI G in
Quatemal a and MACCIH in Honduras are prine exanples. And
other times, both counternarcotics and anti-corruption
efforts are corrupted to, in fact, perpetuate the very
system of narrow parochi al rapaci ous predatory corrupt rule
and nerely target political and busi ness enemni es.

The record of police reform so fundanental for anti-
corruption and counternarcotics efforts, has been highly
di sappointing around the world. Often the preferred
solutions in places where corruption is pervasive across
agenci es and | ayers of governnent is building special
Interdiction units, and indeed, they can be very effective
tools. Yet once again, often when they becone effective,
the governnent is sent to dismantle them or we have al so
seen circunstances where they go rogue and becone, in fact,
crimnals in the country.

And finally, | want to say that violence matters. The
nore violent a crimnal setting is, such as in Mexico, the
harder it beconmes for governnent officials to resist
corruption, particularly if local-level officials have
little to no backup protection from national governnent.

In my witten statenent, | provide a detailed set of
policy recommendations. Let ne just nake a very few -- let
me just pull out a very few exanples fromthat.

One is that corruption efforts need to be prioritized

www.trustpoint.one 800.FOR.DEPO
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1 to focus on settings where entire communities are excl uded
2 fromaccess to jobs or markets because this will aid

3 political will both to proceed in anti-corruption efforts

4 and to nount effective counternarcotics efforts. But

5 Dbecause they are profoundly political undertakings, they

6 require a systematic policy fromthe get-go to build

7 political lines of support for the persistence and

8 advancenent of anti-corruption efforts.

9 The U. S. |ong-termgoal needs to be strengthening

10 checks and bal ances within the political system by reducing
11  patronage, clientelism all of which enable corruption. |
12 want to also highlight sonething that cane out in the

13  previous panel, nanely that the presence of U S |aw

14 enforcenent officials, such as DEA officials, is frequently
15 key to nonitoring the systens of corruption and penetration
16 by crimnal groups into political and | aw enforcenent

17 systemand often stinulates at | east sonme action.

18 And finally, integrating into anti-narcotics and anti -
19 corruption policies strategies to reduce crimnal violence
20 is critical. If violence persists at very high |evels,

21  governnments lose will to continue with both anti-corruption
22 and anti-drug policies, and very high violence | evels

23 enable crimnal groups to be effective in their corruption
24  strategies.

25 Thank you.
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1 [ The prepared statenent of Dr. Fel bab-Brown follows:]
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1 The Chairnman. Thank you very nuch, Ms. Fel bab-Brown.

2 And finally, M. Fuller, please proceed.
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STATEMENT OF CLAY R FULLER, RESEARCH AFFI LI ATE, WALKER
I NSTI TUTE, UNI VERSI TY OF SOUTH CAROLI NA

Dr. Fuller. Thank you, Chairnen Witehouse and
G assley, for inviting ne to share ny thoughts on this
I nportant topic with the Drug Caucus today.

Al though I ama native Texan, hello from South
Car ol i na.

So the nexus between the illicit drug trade and
corruption is a topic that is of great interest to ne. As
you mentioned, | authored a report at the Anerican
Enterprise Institute in 2019 on dismantling the
authoritarian corruption nexus, which this directly
addresses the gl obal conpetition between systens of
governance that Senator Witehouse referred to in his
openi ng remarks.

That report points out that greater economc
transparency, done in a way that protects i ndividual
privacy rights, is a nonviolent asymmetrical weapon that
can be used agai nst our adversaries. And these adversaries
I nclude not only nation-states, but drug traffickers and
corrupt foreign officials also.

So | conpletely applaud U S. efforts to stem drug
flows and corruption around the world. However, the world,
and especially the very, very dark world of illicit drugs

and corruption, has changed dramatically in just the past
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5 years and has sped up especially since the pandem c began
and has become nuch, nuch worse.

And so, to answer Senator G assley's question in his
openi ng remar ks about whether or not what we are doing is
working, in nmy opinion, it seens clear fromthe data that |
| ook at as a political scientist that what we have been
doing is not working, or at |east not working very well.

When | ooking at the data, nearly all corruption
measures around the world are up. Nearly all denocracy
nmeasures around the world are down. Drug use and overdoses
are constantly rising, and to hear that 100,000 Anericans
di ed of overdose deaths just since the pandem c began is a
very depressing statistic.

So what | have done today for this -- for ny witten
testinmony and these conmments is | have brought three ideas
here that | have spoken about before that | think may be of
help to Congress and the free world's fight against
aut hori tariani sm and nondenocracy and corruption, and the
i nportant work here of this caucus and Congress.

The first idea, simlar to how Fi nCEN, or the
Financial Crines Enforcenment Network in the U S. Treasury,
t hey began issuing geographic targeting orders to address
noney | aundering through real estate here in the US W
could, I think, devel op gl obal geographic targeting orders

to address the key transshi pnent points where drugs are
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noved through that often involve |arge-scale corruption in
cust ons.

These are usually foreign trade zones, also known as
free trade zones or special econom c zones or free ports.
We could spend a ot of tinme updating those and getting
nore information on them and | have worked with the
Hel si nki Conm ssion on drafting ideas for how we would go
about identifying the worst of the worst offenders, and |
identify a lot of themin ny witten testinony.

The second idea | have here is that we should start,
in my opinion, incorporating existing international
treaties on drugs and corruption into all regional and
bilateral trade agreenents. So these were referred to,
UNCAC and ot hers.

As far as | know, Chapter 27 of the USMCA, which was
the trade agreenent that replaced NAFTA recently, this was
the first tinme that this was ever done in our trade

agreenments, was to incorporate anti-corruption and drug

treaties into trade agreenents. And | think that should be

sonet hi ng that we should think about doing all the tine.

Third idea is that we need to radically rethink how we

t hi nk about transparency. | see it as credible information

I nstead of digging for dirt on things we don't |ike and
exposing them | see it as credible information that

everybody can see and nmake their own deci sions about.
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We can do this, we can create this new ki nd of
transparency by utilizing new and powerful technol ogies,
such as bl ockchai n technol ogy and cryptocurrency. These
t echnol ogi es are devel opi ng and bei ng adopted at a speed
that is difficult to conprehend, and it is even harder for
Governnent to keep up with. But the thing that is nost
m sunder st ood about themis that they are built on the
prem se of enforcing an unbreakabl e transparency, and they
do this through decentralizing everything -- decentralizing
finance and decentralizing the Internet -- so we don't have
things |ike the HSBC i ncidents that were referred to
earlier.

Many, if not nost, of the conpani es devel opi ng and
operating these technol ogi es have been beggi ng Congress for
a while now for a clear franework on how they will be able
to be regulated, and | think this is a clear opportunity
for Congress and for the Drug Caucus to help create this
framework in a way that will prioritize the transparency of
the technol ogies without hurting the innovation in this
ar ea.

And with that, | thank you and wel cone your questions.

[ The prepared statenment of Dr. Fuller follows:]
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The Chairman. Thanks very nuch, M. Fuller, and
thanks to the whol e panel. You are a very expert group,
and | appreciate that you have joined us fromall around
t he gl obe.

M. Brandolino, no doubt in your mind that there is a
nexus between international corruption and our own
country's national security. Correct?

M. Brandolino. Absolutely. Every country's
security.

The Chairman. And that said, if you could have your
way, what would you |ike to see of best-case outcones from
the Sunmmt for Denobcracy?

M. Brandolino. | think the Summt of Denocracy, |ike
addressing corruption, is a long-termproject, and I am
hopeful that this summt can cone up with sone concrete
| deas that we can nove forward internationally with other
partners. So | think it is inportant to bring other --

I nternational cooperation and nultilateral work is
| nportant because we need to have a nunber of countries
goi ng down the sane path. There is strength in nunbers.

So | think we need to identify the neasures we want
people to take, the paths we want to go down, and bring a
nunber of countries wth us.

The Chai rman. Thank you.

And Ms. Fel bab-Brown, in terns of disrupting narcotics
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fi nance, what woul d you think the best outcomes could be
Wi th respect to disrupting safe havens for the proceeds of
the international drug trade?

Dr. Fel bab-Brown. Building both |egal franmeworks that
requi re governnents to take sone action and then buil ding
political coalitions within countries, investing in
bui l ding political coalitions in those countries to, in
fact, enforce those |egal structures.

The Chairman. And M. Fuller, again, thank you for
your work in this space. It has really been terrific to
work with the Hudson Institute's Kleptocracy Initiative
over the years.

What would you like to see -- simlar question to
M. Brandolino's. Wat would you like to see cone out of
the Summt for Denocracy? And if | could ask you to tag on
to Ms. Fel bab-Brown, specifically what would you like to
see cone out of the Summt for Denobcracy that would relate
to disrupting safe havens for international crimnal drug
fi nanci ng?

Dr. Fuller. Thank you for the question

| would like to see a focus on inproving trade and
supply chains, specifically as related to foreign trade
zones, these transshi pnent points. | have been studying
these for nore than a decade now, and they are very

under st udi ed, not understood, under regulated. There is
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very little data on them and they have very critical, in
ny view, point in all of this that have been overl ooked for
a very long tine.

The Chairman. Last question. What would you
particularly like to see us do in dealing with the Mexican
cartels and the border trade with the United States?
Anybody coul d take that question.

Dr. Fuller. Is that for me? |Is that for ne?

The Chairman. Sure.

Dr. Fuller. WlIlIl, again, the trade zones, | nentioned
USMCA. W could start enforcing Chapter 27 out of it, and
actually bringing -- bringing cases out of that is
sonmet hing that could be done. But | would have to | ook
I nto sone other ideas specifically for that.

Encouragi ng Mexico to pay their police nore,
especially at the border, would help with the corruption
i ssue, | believe.

The Chairman. | guess one final question. Does
anybody di sagree with the response fromthe official panel
t hat we have adequate resources in terns of sanctions of
peopl e involved in corruption and that they are being
depl oyed adequatel y?

Dr. Fel bab-Brown. Perhaps | can start, M. Chairman.
| think that the Magnitsky Act is a very powerful tool that

can be applied across a great range of issues that have
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been applied for that very much links to both corruption
and counternarcotics. For exanple, the issue of darknet,
deep net, cryptocurrency, and noney | aundering have been
mentioned. Many of the organizations are also linked to
power ful states, including China and Russia. And in ny
view, there are opportunities to use the Magnitsky Act to
sanction sone of the proxies that engage in using
cryptocurrency for |aundering all kinds of proceeds, as
well as other attacks against the United States.

And if | may, to add one conment to Mexico, | just
spent several weeks in Mexico exploring corruption, drug
trade, and other illegal economes in the country, and |I am
deeply concerned about the situation there. | have
travel ed there, done research there over the past 20 years,
and | have perhaps never found such extensive territories,
popul ati ons, and governnent officials intimdated by drug
trafficking groups, feeling they don't have adequate backup
fromthe federal governnent, from Mexico Gity.

And increasingly, not sinply crimnal groups
corrupting governnent officials at all |evels of the
governnent and across | aw enforcenent agencies, sonething
that requires far greater set of neasures than sinply
raising salaries, but in fact, crimnal groups fielding
political candidates to run for office.

The Chairman. Thank you very nuch.
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Let me turn it over to ny co-chair, Senator G assley.

Senator Grassley. Thank you, M. Chairnman.

| amgoing to ask ny first question of Fel bab-Brown,
but | amgoing to introduce it with what she al ready knows
about fentanyl and the adulterating that product wth other
drugs, and then it gets into the United States. W spent
$3 billion through the Merida Initiative to pronote
counternarcotics efforts in Mexico. One of the goals of
the initiative is to strengthen Mexico's crimnal justice
system Rooting out corruption is an essential piece of
t hat .

So how do you -- how do weak crimnal justice systens
I n nei ghboring countries inpact the United States
counternarcotics goals and policies?

Dr. Fel bab-Brown. Well, the functioning of the
crimnal justice systemabroad is absolutely fundanental to
mnimzing drug trade corruption and protecting U. S.
national security and the lives of U S. citizens. And
i ndeed, the effort that the United States put in hel ping
Mexi co i nprove the justice systemthrough the Merida
Initiative nmade sone very inportant progress, the nost
signi ficant one being inprovenents to the judicial system
such as switching to trials and noving froma pure
inquisitorial systemto a systemthat is a hybrid of

I nqui sitorial and accusatorial system
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This is inportant progress. It is highly inperfect.

It is also under threat with significant roll backs to the
system and it is sonething that | hope wll continue to be
a significant part of the Bicentennial Framework efforts.
W are yet to see the details of what the framework
actually will nean in practice.

I am concerned that if the framework ends up defined
on the part of the Mexican governnent as the United States
stops the flows of nobney, weapons, and denands in the U S
and Mexico does what it wants inside its borders, that it
will not be an effective franmework.

Senator Grassley. Also to you as well, | want you to
tell us how to spend our taxpayer dollars nore wisely. How
can we better assist partner nations wth defendi ng agai nst
corruption and preventing the flow of illicit drugs
destined for the United States?

Dr. Fel bab-Brown. Well, there is a wi de set of
measures, M. Chairman. | outlined sone of it in the
witten testinony. Let nme perhaps pull up one. A very key
el ement of those strategies is building special
interdiction units. Yet oftentines we are forced to work
wWith units in which only sone nenbers are vetted, in which
per haps top-level officials refuse to be vetted.

If sonething |like that happens, we should i nmedi ately

see that it should already raise red flags about genuine
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commitnent on the part of our bilateral counterparts to the
use of special investigative units. W also see that when
they are effective, they often cone under threat and

per haps are di smant| ed.

So building them ny required building or trying to
encour age the devel opnent of |egal political framework that
woul d not subject those units to nerely political
di scretion of being dismantl ed.

The Chairman. Dr. Fuller, what |essons should we be
taki ng away from our anti-noney |aundering and
counternarcotic strategies, and what can the United States
do better than we are now doi ng?

Dr. Fuller. Many things. There is as attitudes
towards marijuana change around the world, and especially
here in the United States, it m ght be prudent to start
t hi nki ng about shifting resources towards focusing on
cocai ne, fentanyl and heroin, and other drugs.

Around the world, working with our partner nations,
there are very cheap and i nexpensive things that we can do
t hat woul d have great effect, such as teaching our partner
nati ons how to generate, collect, and di ssen nate nore
credi bl e aggregate data about what is going on in their
country. So, for exanple, the statistic nentioned earlier
t hat 100, 000 Anericans di ed of overdoses during the

pandemc. It is credible, and | believe it. And it

7
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affects me, and it encourages nme as an individual to want
to do sonething to help fix that statistic.

A ot of our partner countries around the world don't
coll ect much or any data that is either believable or
exists. | went through and tried to cal cul ate what each
country around the world spends on collecting statistics
for each individual on things in their country, and the
United States by far spends nore per person collecting data
than any other country in the world, and the UK was second.

But then you start getting into Africa and East Asia
and Latin Anerica, and it dramatically drops down to very,
very little. So we could send data scientists and
computers to these countries and teach them you know,
better data collection and di ssem nati on nethods.

Senator Grassley. MW tine is up, M. Chairman.

The Chairman. Do you have anot her question? Pl ease
feel free to proceed.

Senator Grassley. No.

The Chairman. |If not, we will conclude the hearing.

Let nme thank the panel, and particularly thank our
tech support teamfor bringing themin from Vienna, Iraq,
and South Carolina. This has been, | think, a very hel pfu
hearing, and | amvery grateful for the expertise and
partici pation of each one of you.

Thanks so nmuch for being with us, and we | ook forward
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to continuing to work with you as we prepare for the Sunmmt
for Denocracy and to assert a really strong Anerican role
In international transparency in our clash with
kl ept ocracy, autocracy, and crimnality.

Wth that, the hearing is concluded. Thank you all.

[ Wher eupon, at 2:48 p.m, the caucus was adjourned. ]
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Senator Sheldon Whitehouse

Senate Caucus on International Narcotics Control

***AS-PREPARED*** Opening Statement — “The Nexus between the Illicit Drug Trade
and Corruption”

November 17, 2021

The central conflict of the 21st Century has been and will be between the rule of law and the
absence of rule of law — democracy and transparent free markets on one side, and kleptocracy
and opaque corruption on the other.

The illicit narcotics trade is a central element of this clash. It devastates public health and safety,
fuels corruption, and erodes democracies. It also relies on rule-of-law protections in the U.S. and
other democracies to safeguard its ill-gotten gains in our property and financial institutions.

Drug traffickers’ business empires, taken together, are conservatively estimated at $150 billion
annually, exceeding the GDP of 150 countries. Such a massive trade cannot exist without the
coerced or willing complicity of government officials and law enforcement.

The links between the narcotics trade and corruption abound:

e Last month, the former Mexican Minister of Public Security was convicted of bribery and
narcotics charges in U.S. federal court. He is among a number of high ranking officials
and vetted law enforcement officials who currently await trial or have already been
convicted in U.S. courts on various bribery and narcotics charges.

e In Afghanistan, Taliban members and other former government officials who vocally
disavowed the narcotics trade simultaneously taxed it to enrich themselves or their cause.

e The U.S. has indicted Venezuelan President Nicolas Maduro and many of his allies on
charges of narcoterrorism and conspiracy to smuggle cocaine, demonstrating the drug
trade’s infiltration of the highest echelons of government.

e The former Rear Admiral of Guinea Bissau was sentenced by a U.S. court for a
conspiracy to facilitate the trade of cocaine in exchange for bribes.

The list goes on.

It’s no surprise that drug traffickers exploit countries with weak rule of law. According to
Transparency International, the majority of countries designated as major drug producing or
transit countries are among the most corrupt in the world. Impunity rates in these countries are
astonishingly high, meaning most perpetrators of crimes go unpunished.

So how do we counter this narcotics-fueled corruption?

First, intentionally weave anti-corruption and anti-money laundering strategies into our broader
national drug control strategy. We cannot ignore the connections between these problems. In a
recent memorandum on the fight against corruption, President Biden called for an interagency
review to help craft a whole-of-government strategy for combatting corruption and holding



transnational criminal organizations accountable. Co-chair Grassley and | have asked the
administration to include the Office of National Drug Control Policy in this review.

Second, redouble cooperation with international partners to strengthen the rule of law, expand
judicial transparency, and increase access to justice abroad. We must help partners increase their
capacity to implement accusatory justice systems; safeguard judicial personnel and law
enforcement from bribes and violence; and ensure that all members of society have access to
swift and certain justice.

Third, better leverage sanctions. The U.S. dollar is the most widely used currency in the world.
U.S. sanctions effectively freeze the property and assets of narcotics traffickers and those who
assist them. But these measures could be much more powerful if we apply them in concert with
partners around the globe.

Finally, we have work to do at home. The Pandora Papers show how bad actors exploit lawyers,
realtors, and other gatekeeping professionals who are not subject to Bank Secrecy Act reporting
requirements to set up shell corporations for hiding ill-gotten gains. We can stop this by fully
and swiftly implementing the Corporate Transparency Act, to allow law enforcement to track the
true owner of a shell company; by making geographic targeting orders permanent and
nationwide, to prevent narcotics traffickers and others from using the real estate market to hide
illicit wealth; and by strengthening anti-money laundering regulations, to reduce risk and
strengthen law enforcement’s hand.

The illicit drug trade and the consequences that accompany it directly impacts citizens world-
wide. In the United States, from April 2020 to April 2021, over 100,000 Americans died from
drug overdoses. Globally, the U.N. Office on Drugs and Crime reports that “Since the start of
the 21st century, organized crime has resulted in roughly the same number of killings as all
armed conflicts across the world combined.”

For America to stop these harms and to remain an example to the world, we must prevail against
the transnational drug trade and the corruption it fosters. Today’s hearing will examine how U.S.
agencies address the nexus between the illicit drug trade and corruption, how we might improve
those efforts, and how we can harness our partnerships with fellow rule-of-law countries to hold
corrupt actors to account.
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Corruption threatens economic, social, and political development. The illicit drug trade is a massive
barrier to ending corruption. We’'re here today to discuss this complex nexus.

Many countries struggle with regulating and stopping the flow of illicit drugs. This impacts Americans, as
evidenced by the ongoing drug overdose crisis, which is driven by fentanyl. China ships fentanyl
precursors to drug cartels in Mexico, who then funnel it over the southwest border.

For nearly fifteen years, the U.S. has sought to work with allies in Mexico to stop the flow of drugs into
the U.S. through the Merida Initiative. Yet Mexican-based drug trafficking organizations maintain control
of the drug trade through violence, intimidation, and corruption.

Some progress has been made in this space. For instance, a few weeks ago, Mexico recorded the largest
seizure of fentanyl in the country’s history. Also, our nations are having ongoing talks about how to stop
the supply and demand of drugs.

Rooting out corruption isn’t confined to Mexico. So as we review our efforts, we must ensure strong
oversight.

In August of this year, the Justice Department Inspector General reported that DEA hasn’t been keeping
track of the partnerships with foreign law enforcement to combat the flow of illegal drugs.

When the OIG checked, the DEA’s headquarters didn’t even have a complete record of the foreign law
enforcement units DEA personnel established.

And according to the OIG, after serious incidents involving alleged intelligence leaks and corruption, the
DEA had failed to perform programmatic reviews on the causes of those incidents and to prevent similar
events again.

Another country on the front lines in our effort to stop the illegal flow of drugs is Haiti. In that country,
we also have a need for strong oversight.

Since the Haitian President was assassinated in July, we’ve learned that two Haitian nationals wanted in
connection with the assassination have past associations with the DEA.

Haiti’s DEA office was also the subject of recent whistleblower allegations and a damaging report issued
in July by the U.S. Office of Special Counsel.

Yesterday, Senator Durbin and | sent a letter to the DEA raising concerns related to both the OIG and
OSC reports. | look forward to getting prompt answers to our questions.



Today’s hearing is on a broad and complex issue. So | want to learn about the best ways to address the
connection between the illicit drug trade and corruption, what tools can be used, and what programs
the federal government has in place.

But it’s also our job to ask if these tools and programs are effective; if they’re a good use of the taxpayer
dollars; and how to improve them. | look forward to having interesting and important discussions with

our witnesses on these topics.

-30-



Statement of Ambassador Todd D. Robinson
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Chairman Whitehouse, Co-Chairman Grassley, distinguished Members of
the Caucus; thank you for the opportunity to appear before you today. The topic of
this hearing — the nexus between the illicit narcotics trade and corruption — could
not be more timely or important to the work of the Bureau | have led since
September, the Department of State’s Burcau of International Narcotics and Law
Enforcement Affairs (INL).

President Biden has identified corruption as a critical threat to U.S. national
security and to democracy. The illicit drug trade is probably the single greatest
revenue stream behind corruption globally. No other criminal revenue stream
approaches the scale of illicit drug profits, which reaches hundreds of billions of
dollars annually. While corruption takes many forms and stems from many
sources, wealth on this scale gives transnational criminal organizations an almost
unlimited capacity to corrupt government institutions and guarantee themselves
more secure operating environments. Conversely, no criminal organization can
thrive in the long-term or grow into a threat to democracy or international stability
without significant corruption. This interdependency between the two threats
requires integrated countermeasures, and | will briefly summarize how INL
approaches this challenge.

INL Support for Holistic Criminal Justice Reform

First, Congress must be credited with playing an important role in
supporting INL’s evolution to confront corruption. INL’s original mandate when
the Bureau was created over 40 years ago was more restricted to illicit drug crops
and trafficking. The nexus between drug trafficking and corruption was never a
secret, and our foreign assistance programs included support for vetted units that
addressed corruption in cooperation with law enforcement partners. But INL did
not acquire the authorities to address the institutional and environmental factors
that enabled corruption until the mid-1990s, when Congress expanded our
mandate, giving INL authority to coordinate U.S. diplomacy, foreign assistance,
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and multilateral engagement targeting all forms of global crime on behalf of the
Secretary of State.

INL’s diplomacy and foreign assistance programs have since evolved
beyond drug supply reduction and intervention to engage the entire spectrum of
criminal justice institutions of our international partners. INL now works with law
enforcement, judges, prosecutors, and correctional institutions. All links in this
criminal justice chain need resiliency to prevent sophisticated trafficking
organizations from exploiting the weakest link. INL works closely with the
Department of Justice, including the Office of Overseas Prosecutorial
Development, Assistance and Training (OPDAT) and the International Criminal
Investigative Training Assistance Program (ICITAP), the U.S. Agency for
International Development, and other interagency partners, as well as with
international organizations, civil society, the private sector, and U.S. state and local
experts to promote fair, transparent, and accountable criminal justice systems
capable of investigating and sanctioning corruption. By helping our international
partners become more effective and resilient, our work helps prevent and combat
international drug trafficking and corruption in tandem.

Anticorruption is a core INL mission that is interwoven into our work in
over 90 countries. Conceptually, our efforts fall under three pillars, all aimed at
supporting prevention, enforcement, and accountability. The first is building
shared standards and political will against corruption at the global level; the second
Is strengthening capacity in partners to prevent, detect, and hold accountable those
that participate in corruption; and the third is employing targeted sanctions as well
as deterrence tools to discourage corruption and isolate offenders.

Building the Global Anticorruption Framework

Over the past two decades, INL has led U.S. efforts to develop shared global
standards against corruption and the architecture for anticorruption cooperation
across borders. INL leadership was key to negotiating the world’s only global,
legally binding commitments against corruption, the UN Convention against
Corruption (UNCAC), completed in 2003. Based on U.S. domestic best practices,
this treaty now requires 188 governments to implement the same anticorruption
standards to which we hold ourselves. INL also leads U.S. participation in
multilateral frameworks including the G20’s Anticorruption Working Group, and
anticorruption discussions in the G7, Asia-Pacific Economic Cooperation, and the
Organization of American States. These shared standards and commitments
provide us with diplomatic leverage that is bearing results.
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For example, over the past two years, INL led efforts against foreign bribery
through the G20 Anticorruption Working Group. We worked closely with like-
minded partners to secure the first ever time-bound commitment from all G20
countries to criminalize foreign bribery and enforce foreign bribery
legislation. This commitment puts pressure on countries like China and India to
act against companies using bribes to secure business abroad, leveling the playing
field for U.S. businesses. Leveraging this achievement in the G20, the United
States was then able to secure a similar commitment from the 188 States Parties to
the UNCAC in June 2021 at the UN General Assembly Special Session against
Corruption. Progress in building these global standards helps shrink the enabling
environment that allows drug trafficking and all other forms of transnational crime
to thrive.

The development and promotion of these global commitments are critical to
achieving sustainable buy-in from governments. Because other countries have
participated in the negotiation of these instruments and agreed to these standards,
the United States stands on more solid ground to urge governments to demonstrate
the political will needed to live up to them.

Integrating Anticorruption into INL Capacity Building

Our foreign assistance programs similarly integrate anticorruption objectives
into broader country and regional strategies to fight illicit drugs and promote
broader criminal justice reform.

INL programming supports the capacity of governments and civil societies
to build transparent and accountable institutions, promote public sector integrity,
and strengthen compliance with international anticorruption standards. Our
assistance also helps to strengthen criminal justice authorities’ ability to detect,
investigate, and prosecute corruption, including corruption related to drug
trafficking.

For example, for the past several years, INL has worked closely with
Albania in cooperation with OPDAT and ICITAP to advance anticorruption efforts
by providing training, mentorship, and equipment. INL’s engagement has
successfully expanded the effectiveness of Albanian authorities to investigate and
deter high-level corruption and organized crime. In October, Albania’s INL-
supported Specialized Anti-Corruption Body and Internal Affairs Service arrested
12 people, including five corrupt police officers, involved in cannabis cultivation
and trafficking.
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INL works closely with the Department of Justice, the U.S. Agency for
International Development and other interagency partners to build foreign law
enforcement and justice capacity to investigate and prosecute complex corruption
and drug trafficking cases, including by providing funding to support the
deployment of expert advisors. For example, INL works with the U.S. Department
of Justice in Pakistan to train and support prosecutors handling complex financial
crimes and money laundering linked to corruption. Prior to August 15, 2021,
INL’s Afghanistan program included support for a judicial unit based at the
Counter Narcotics Justice Center, which served as the central facility for the
investigation, prosecution, and trial of major drug and drug-related corruption
cases.

INL’s anticorruption efforts hit every facet of our programming in
Mexico. Particularly at the state level, our partnership with Mexico has helped
strengthen the capacity of security and justice institutions to reduce opportunities
for corruption, prosecute offenders, and promote a culture of accountability. Our
work complements robust interagency programs, including those of USAID. Our
joint work in helping Mexico transition to a more open and transparent accusatorial
judicial system is a centerpiece of these efforts. INL support helped Mexico to
achieve international accreditation of Mexican security and justice institutions to
increase transparency. Such efforts are essential for reducing crime rates,
Improving criminal justice processes, and protecting human rights. Going forward
under the U.S.-Mexico Bicentennial Framework for Security, Public Health, and
Safe Communities, the United States will expand its partnership with Mexico to
counter corruption through the investigation, seizure, and forfeiture
of corrupt officials’ illicit assets. We will also work to expand local institutional
capacity to increase the investigation and prosecution of organized criminal
groups. The success of these measures limits opportunities for drug trafficking
organizations to leverage corruption to advance and protect their operations.

Another way by which INL mainstreams anticorruption goals into our
counterdrug programs is through our support for vetted units. Vetted units are
investigative units of foreign law enforcement personnel that are put through a
security screening or vetting process, to include background checks and polygraph
examinations. To cite one example, in cooperation with the Department of
Homeland Security’s Homeland Security Investigations, INL has equipped and
trained a vetted team of Colombian officers to build strong cases against criminal
organizations and corrupt officials who enable money laundering. Since April
2020, that team has reported seizing 2,880 kilograms in illicit drugs and over $9
million in counterfeit and contraband products.
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Corruption and the illicit drug trade cannot be separated from what
motivates both — the money. lllicit finance is the genuine nexus between the drug
trade and corruption. The infrastructure used by drug traffickers and other
transnational criminals to launder illicit proceeds is extensive and worldwide. In
addition to movement through the traditional financial system, informal value
transfer systems, and bulk cash smuggling, it is increasingly common for criminals
to move illicit proceeds through trade-based money laundering and the exploitation
of new technologies. Regardless of the methodology, transnational criminal
organizations increasingly outsource the laundering of criminal proceeds to
professional money laundering networks, whose specialized expertise enables them
to evolve and adapt more quickly.

To strengthen international capacities to deter, detect, and disrupt these illicit
financial flows, INL provides support to strengthen anti-money laundering
capacities of international partners in line with international standards. Our
assistance efforts seek to strengthen the capacity of financial intelligence units and
other relevant authorities to collect and share financial intelligence, as well as to
provide case-based mentoring on financial crime investigations. INL programs are
also working to promote beneficial ownership transparency in partner jurisdictions
to prevent criminals from hiding illicit proceeds — a critical challenge for progress
against corruption writ large.

INL’s partnerships with other federal agencies and international
organizations is crucial to the success of our efforts. To cite one example, the UN
Office on Drugs and Crime has a global platform for providing high-quality
capacity assistance based on leading international standards, and INL is a proud
supporter of its work, including its flagship CRIMJUST program, which provides
training and support to criminal justice institutions across multiple countries along
major drug trafficking routes. INL has contributed more than $29 million over the
past five years to CRIMJUST programs in eight countries, including in Mexico,
Nigeria, and other West African countries to bolster cross-border cooperation
against drug trafficking and other forms of transnational organized crime.

Deterrence Tools

To complement and reinforce our diplomacy and assistance, INL also works
with interagency counterparts to employ targeted sanctions and deterrence tools to
discourage high-level corruption and support the work of law enforcement. INL
manages two rewards programs targeting high-level drug traffickers and other
transnational criminal leaders, which have helped our law enforcement partners
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bring over 75 international drug kingpins and crime bosses to justice. INL also
manages two anticorruption visa restriction authorities, and, in close cooperation
with the Department of the Treasury, supports implementation of the corruption
prong of the Global Magnitsky sanctions program.

The public designation of corrupt actors under our visa denial authorities
has significantly reinforced our broader anticorruption agenda, including through
increased media attention. We have also seen these designations spur governments
to remove designees from office or to open law enforcement investigations and to
build momentum to adopt anticorruption reforms. INL has greatly expanded the
use of these tools since 2019, completing 2.5 times more visa restrictions cases and
seven times more reward cases than in the previous two years.

Expanding the Knowledge Base

Addressing the nexus among various forms of transnational organized
crimes, including corruption and drug trafficking, requires evidence-based
approaches. To expand our organization’s understanding of this complex issue,
INL partners with academia and civil society to expand our knowledge on what
interventions work. For example, through its Justice Sector Training, Research,
and Coordination plus (JusTRAC+) program, INL partners with the University of
South Carolina’s Rule of Law Collaborative and the American Bar Association.
JusTRAC+ convenes academics, civil society, and U.S. government practitioners,
to share evidence-based approaches to combating corruption-enabled transnational
crime. This information is then promulgated through practitioner toolKkits,
trainings, symposia, and an online knowledge hub.

Conclusion

Mr. Chairman, my testimony has focused on the work of my Bureau but let
me end with an important point that cannot be stressed often enough: political will
on the part of our partners to confront corruption and the drug trade is absolutely
critical. Even the best resourced and planned U.S. foreign policy intervention
cannot succeed if our partners are not equally or more committed to the challenge.
Governments must own their efforts to enact reforms and disrupt drug networks
and the corruption they engender.

The international anticorruption standards we have developed and promoted
help immensely, and our assistance programs can nudge countries in the right
direction. But long-term progress to close pathways for corruption and push the
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illicit drug trade to the margins must come from our partners. To mobilize political
will for further reforms, the United States must continue to engage civil society
and public audiences. Governments that are accountable to their publics and value
contributions from civil society have much greater resiliency against corruption,
drug trafficking, and other criminal threats. No country is immune to these
challenges, and we share them ourselves. The United States must also achieve
further success here at home to reduce our own vulnerabilities, such as reducing
demand for illicit drugs. By holding ourselves and our partners accountable, and
recognizing that these are shared challenges, we give greater strength to our public
messaging and increase our appeal as a partner.
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Chairman Whitehouse, Co-Chairman Grassley, and distinguished members of the Senate
Caucus on International Narcotics Control, thank you for this opportunity to testify on behalf of
the Department of Justice. The topic of today’s hearing — the nexus between the illicit narcotics
trade and corruption — is one of central importance to the Department of Justice (Department).

At the Department, we are deeply committed to investigating and prosecuting narcotics
traffickers, and those they corrupt — which we do through our Narcotic and Dangerous Drug
Section, our Money Laundering and Asset Recovery Section, the Office of International Affairs,
and our U.S. Attorneys’ Offices throughout the country. In this regard, our prosecutors work
closely with agents from all of the Department’s law enforcement agencies, including the
Department’s Drug Enforcement Administration and the Federal Bureau of Investigation. Our
prosecutors also work with investigators from the Department of Homeland Security — including
Homeland Security Investigations — and with the U.S. Postal Service and a wide range of other
partners.

But the Department is no less committed to building the capacity of our foreign
counterparts to fight narcotics, and the corruption related thereto. This is not simply a matter of
providing foreign assistance: it makes our country safer as well. Through our overseas capacity
building work, we help develop partners who can fight narcotics and corruption before it reaches
our borders — or who can collaborate with us when the criminal activity is already present in our
country.

In particular, the Caucus has asked that I discuss today the role that the Department’s
Office of Overseas Prosecutorial Development, Assistance and Training (OPDAT) and our
International Criminal Investigative Training Assistance Program (ICITAP), along with other
related DOJ components, play in building the capacity of institutions in partner nations to
prevent and curb corruption associated with drug trafficking organizations and transnational
criminal organizations. I am very glad to do so, since the work of OPDAT and ICITAP —
together with the related international capacity-building work of other DOJ components —



constitutes a remarkable record of achievement in helping our overseas partners to fight
transnational crime and corruption — thereby making our citizens more secure as well.

I begin by describing briefly the structure — including the financing — of OPDAT,
ICITAP, and other Department capacity-building programs. I then turn to some of the
achievements of those programs in fighting narcotics trafficking and related corruption. Finally,
I discuss what more could be done to advance this vital overseas work by the Department.

OPDAT and ICITAP: This year marks the 30" anniversary of the Department’s Office
of Overseas Prosecutorial Development, Assistance and Training (OPDAT), and the 35%
anniversary of our International Criminal Investigative Training Assistance Program (ICITAP).
During the past three decades, OPDAT prosecutors and ICITAP law enforcement experts have
deployed to more than 110 countries around the world and have played leading roles in all of the
U.S. Government’s overseas post-conflict and transitional justice programs. At present, there are
73 OPDAT prosecutors and 175 ICITAP personnel deployed to 69 U.S. missions around the
globe.

Significantly, the OPDAT and ICITAP model is not simply to provide training courses.
Rather, the Department deploys highly-experienced federal prosecutors and law enforcement
assistance attachés to serve multiple-year terms as resident advisors in host countries. Assigned
to U.S. Embassies, ODPAT and ICITAP advisors work on a daily basis with their foreign
counterparts, with a particular emphasis on case-based mentoring — that is, advising foreign
prosecutors and law enforcement personnel on how best to investigate and prosecute the most
complex cases they face, including narcotics and corruption cases. Moreover, because OPDAT
advisors and ICITAP attachés are federal employees, not contractors, they can link back to the
Department’s domestically-based prosecutors and investigators, in order to bring the
Department’s full expertise to bear, and in order to link together foreign and U.S.-based
investigations regarding common criminal actors.

Similarly, in a number of countries, the DEA and FBI sponsor and coordinate with
“vetted teams” — that is, teams of trusted foreign law enforcement agents, who have passed
through anti-corruption processes and who receive support and mentoring from DEA and FBI
agents assigned to the host country. These vetted teams play a key role in investigations within
their countries, and in coordinating with the Department’s own investigations and prosecutions.

As foreign assistance authority falls with the Department of State and USAID, the
Department of Justice does not receive direct appropriations to provide these OPDAT and
ICITAP advisors to foreign countries, or to establish vetted teams through DEA and FBI.
Accordingly, the funding for OPDAT and ICITAP, and for these vetted teams, comes from the
State Department and USAID foreign assistance funding, either through the State Department’s
Bureau of International Narcotics and Law Enforcement Affairs (known as INL) — whose
Assistant Secretary, my friend and colleague Ambassador Todd Robinson, is also testifying
today — or through State’s Counterterrorism Bureau. USAID also provides funding for one of
our ICITAP programs in the Dominican Republic.



In sum, , with respect to overseas capacity building programs involving criminal justice
matters — including narcotics or corruption — interagency agreements are negotiated with
State/INL to determine which countries OPDAT and ICITAP may operate in, and what criminal
justice areas we may address.

OPDAT and ICITAP Achievements: Wherever they have been funded to operate,
ODPAT and ICITAP, along with the DEA’s vetted units, have achieved remarkable results in
building the capacity of their foreign counterparts to fight narcotics, and narcotics-related
corruption. To cite but a few recent examples from earlier this year alone:

e The October 23rd arrest by Colombian security forces of the Clan del Golfo’s leader
Dairo Usuga David, also known as Otoniel, was supported by OPDAT and the DEA’s
vetted Colombian units, with funding by State’s INL Bureau. The Clan del Golfo is
Colombia’s largest national-level drug trafficking organization, and Otoniel’s arrest
was a remarkable achievement by the Colombian security forces. The DEA’s vetted
units played an important role in the weeks leading up to the arrest, by conducting
one of the largest asset forfeitures in Colombian history. Similarly, OPDAT’s
Resident Legal Advisors had created a Clan del Golfo technical assistance working
group, and the two Colombian prosecutors who filed charges against Otoniel had
been part of that working group and had received extensive OPDAT training.
Important assistance in the arrest was also provided by the Department’s Narcotic and
Dangerous Drug Section attaché in Colombia, and by the Department’s Office of
International Affairs.

e On July 23rd, ICITAP-trained Tactical Operations Response (TOR) officers from the
Patrol Police Department of Ukraine participated in disrupting a major international
drug trafficking group that was transporting more than 368 kg of heroin from Iran
through Ukraine to the European Union. The multi-agency operation involved
officers from several branches of the National Police of Ukraine, Border and Customs
Services of Ukraine and Armenia, law enforcement from Georgia, Crimean
authorities, and the Drug Enforcement Administration.

e On July 2nd, in several Albanian cities, 38 suspects — including an Albanian
prosecutor, the Albanian State Police Section Chief for narcotics trafficking, four
senior police officers, and one local government director — were arrested on drug
trafficking charges by OPDAT-mentored prosecutors from the Special Structure
against Corruption and Organized Crime (SPAK), which also received support from
ICITAP. In addition to narcotics trafficking, the defendants are under investigation
for corruption, abuse of office, money laundering, and other related criminal activity.
During the operation, SPAK seized assets valued at more than $4,000,000, as well as
six tons of marijuana, cocaine, and hashish worth approximately $65,000,000. As
U.S. Ambassador Yuri Kim noted, this was a major blow against organized crime and
corrupt officials.

e On May 22", an apartment in New Belgrade, Serbia, was searched by members of the
Serbian Service for Combating Organized Crime (SBPOK), a department which has



participated in trainings from ICITAP in advanced investigative techniques. The
apartment was being used as a vault for illegal assets owned by a major Serbian
organized crime group. During the search, computer equipment and flash memory
devices were seized, along with 100,000 Euros in cash. Approximately two dozen
members of this group, including most of its leadership, were arrested earlier this year
and recently charged with narcotics trafficking, money laundering, kidnapping and
murder.

On May 17th, DOJ-ICITAP and OPDAT-mentored Kosovo police and prosecutors
led an operation resulting in the seizure of over 400 kilograms of cocaine, valued at
approximately $24 million. Applying best practices learned from ICITAP and
OPDAT, and acting on information from DEA, Kosovo prosecutors coordinated with
Italian and Albanian law enforcement agencies to track the cocaine, which was
hidden in a food shipment from Brazil, through Italy and Albania, before being seized
in Kosovo. Police also arrested seven Kosovo suspects and seized motor vehicles,
firearms, ammunition, and over 25,000 Euros in cash.

On April 6th, outside of Monterrey, Mexico, Mexican law enforcement authorities
working with OPDAT-mentored prosecutors arrested Evaristo Cruz Sanchez, a/k/a
“El Vaquero,” along with three other individuals. Sanchez is a leader of the powerful
and violent Gulf Cartel, which operates primarily out of the Mexican State of
Tamaulipas bordering Texas. In addition to firearms trafficking and narcotrafficking
charges, the fourth defendant faces charges for attempted bribery after he tried to
bribe federal prosecutors to release him — showing again the narcotics-corruption link.

In addition to the above cases, during this same time period, OPDAT and ICITAP advisors
also provided counternarcotics and anti-money laundering mentoring and training to counterparts
in, among other locations, Indonesia, Paraguay, Latvia, Malta, Morocco, North Macedonia, and
the Gulf Region. Through its world-wide International Computer Hacking and Intellectual
Property advisors (ICHIPs), OPDAT also provided extensive mentoring and training on
cryptocurrency, and formed cryptocurrency working groups in Europe and Southeast Asia.

More generally, all the work of OPDAT and ICITAP overseas is designed to build the rule of
law, and thus to fight corruption, whether that corruption originates from narcotics trafficking or
other sources. Three recent examples of such anti-corruption mentoring are:

The creation this year, with the assistance of OPDAT, of a regional working group of
prosecutors focusing on corruption in El Salvador, Guatemala, and Honduras. This
regional working group in turn mirrors and coordinates with the U.S.-based Central
American Anti-corruption Task Force, through which the Department is focusing on
prosecuting corruption-related money laundering from Central America, and on
recovering corrupt assets from the region that may have been invested in the U.S.

The arrests in Malta, on March 20th, of 11 suspects on money laundering and conspiracy
charges, including the chief of staff to the former prime minister, along with other



government officials. The police superintendent and the lead prosecutor on the case are
key OPDAT partners on anti-money laundering reforms.

e The charges by OPDAT-mentored prosecutors in El Salvador, on March 19th, against
nine defendants, who are accused of laundering $16 million through fraudulent or
nominee entities and false contracts. The case stems from former El Salvador President
Elias Antonio Saca Gonzalez’s role in embezzling $298 million while in office. Saca and
six others were convicted in November 2018, with Saca receiving ten years’
imprisonment for embezzlement and money laundering. OPDAT provided case-based
mentoring in the Saca case and continues to do so in the current one.

The Path Forward: The foregoing accomplishments from the past year are only a small part
of the successes that OPDAT and ICITAP have had in fighting narcotics trafficking and
corruption during their three decades of existence, supported with funding from the State
Department’s Bureau of International Narcotics and Law Enforcement Affairs.

Moreover, in a significant development, the Bureau of International Narcotics and Law
Enforcement Affairs earlier this year supported funding the Department’s proposal for the
creation, through an Interagency Agreement, of a Global Anticorruption Rapid Response Fund.
This Fund will allow OPDAT and ICITAP to deploy prosecutors and agents — when approved by
INL and the relevant U.S. Embassy -- to provide case-based mentoring and training to foreign
counterparts who need urgent assistance in investigating and prosecuting complex corruption
cases. This Anticorruption Rapid Response Fund is modeled on the existing and highly
successful Counterterrorism Rapid Response Fund, which was established by State’s
Counterterrorism Bureau in 2014, and which has permitted the rapid deployment of Department
of Justice prosecutors and agents by OPDAT and ICITAP to assist in counterterrorism matters.

While the initial amount set aside under the Global Anticorruption Rapid Response Fund
is modest — only $750,000 — it is nonetheless an important step towards increasing the ability and
agility of the Department to fulfill its mission of assisting foreign counterparts to fight narcotics
trafficking and corruption. Whatever we can do to advance that mission in turn advances the
safety of U.S. citizens.

Thank you, and I would be glad to address any questions you might have.
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Chairman Whitehouse, Ranking Member Grassley, distinguished Members
of the Caucus; thank you for bringing us together today to examine the nexus of
the illicit narcotics trade and corruption and for your leadership on these issues. |
am grateful to have the opportunity to share with you how USAID works alongside
our interagency partners — particularly the Departments of State, Justice, and
Treasury — to address these critical, and mutually reinforcing, threats to inclusive
development, democracy, and security. USAID’s robust on-the-ground presence,
network of local employees and partners, and sustained investments in institutions
and frontline actors are essential for shifting the systems, norms, and incentives
that enable corruption and drug trafficking.

As Administrator Power said in outlining her vision for development on
USAID’s 60th anniversary, “corruption is basically development in reverse.” It
undermines national security, scares away private investment, contributes to
environmental degradation, erodes the rule of law, and weakens support for
democracy itself. Corruption fuels and is fueled by the prevalence of drug
trafficking and the transnational criminal organizations (TCOs) that facilitate it.
Both corruption and the trade in illicit narcotics are rooted in weak governance
systems, captured or compromised justice sector institutions, and ineffective
oversight and enforcement bodies. And these dynamics know no borders, involving
actors, systems, and networks across countries and regions. Addressing the dual
threats of corruption and the illicit narcotics trade, then, will require a persistent,
coordinated, and whole-of-government effort. With Missions in more than 80
countries and programs in more than 100, USAID plays a critical role in this
endeavor.

USAID’s Holistic Approach to Combating Corruption
The fight against corruption and efforts to enhance transparency,

accountability, and good governance are central to USAID’s mission and work
around the world. USAID’s approach to combating corruption is long-term,



systems-oriented, and people-centered. USAID’s programs seek to identify points
of entry to engage reformers and to strengthen the ecosystem within countries to
prevent, detect, mitigate, and punish corruption. Our programs balance support to
civil society and media to serve as watchdogs and expose corruption with the
equally critical work of enhancing the effectiveness, independence, and
accountability of public sector institutions.

Bolstering Civil Society and Media

USAID provides extensive support to civil society and investigative
journalists to expose corruption, drug trafficking, money laundering, and other
forms of organized crime, often at great personal and professional risk. Their work
is vital to generating demand for reform and accountability.

For instance, since 2007, USAID has funded the Organized Crime and
Corruption Reporting Project (OCCRP), which supports, networks, and strengthens
the capacity of investigative journalists and editors across Europe and Eurasia to
produce high quality, fact-based, cross-border investigative journalism. This
network releases more than 80 major projects per year that uncover corruption,
criminal activity, and the illicit trafficking in drugs, commodities, and natural
resources.

One such project followed drug trafficking groups that have been operating
in the Balkans and their rise to control some of the most lucrative drug markets in
Europe. Using classified intelligence reports, police and court documents, as well
as interviews with gang members and people who know them, the reporters pieced
together the complex web of alliances behind the violent Balkan cocaine wars
between rival clans. Their findings offer the first comprehensive picture of the
secret war between these two cocaine clans, which have carved a bloody trail
across Europe. OCCRP and its partners have also documented the coalescence of
Balkan criminal groups into a syndicate that has earned billions and influenced
politicians, police, and prosecutors across the region -- illustrating how the
proceeds of illicit narcotics can be used to pay off public officials, who in turn
undermine the fight against illicit narcotics.

Enhancing Public Sector Institutions

A central feature of USAID’s anti-corruption approach is our work to make
partner government institutions more transparent, responsive, and effective. Our
programs do this by: strengthening justice systems, enhancing public
administration and public financial management, and promoting transparency and
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accountability across the public sector. Across these lines of effort, USAID works
to curb money laundering, which sustains and enriches drug cartels, other criminal
networks, kleptocrats, and terrorist organizations.

Our programs bolster legal frameworks and oversight bodies within
countries to prevent and detect corruption. This includes supporting the
development and passage of laws on bribery, anti money-laundering, and
whistleblowing; supporting anti-corruption bodies and oversight institutions; and
enhancing legislative oversight commissions. For example, in Mexico, USAID is
strengthening oversight and regulatory bodies, and promoting collaboration among
them at the federal and state levels, in order to reduce corruption risks at key points
where government and citizens interact, such as when obtaining licenses or
permits. In the Philippines, USAID’s Integrity for Investments Initiative (i3) builds
the capacity of government anti-corruption offices, including the Office of the
Ombudsman and Commission on Audit, to enforce anti-corruption laws. Across
our programs, these critical investments in democratic institutions provide the basis
for effective anti-corruption efforts.

USAID strengthens the rule of law and justice sector institutions to help
countries prevent, detect, investigate, and prosecute corruption. This includes
programs to strengthen specialized anti-corruption units; improve the capacity of
prosecutors, judges, and law enforcement officers to detect, investigate, and
prosecute financial crimes and corruption; strengthen inter-governmental
coordination in detection and referral; and support administrative and other civil
sanctions for corruption. For example, USAID’s Mali Justice Program works with
the formal and informal justice sectors and civil society to advance institutional
reforms, increase access to justice, and reduce corruption. Achievements of this
program include the creation of a regional platform for the fight against corruption,
development and implementation of capacity-building programs for the Ministry of
Justice, and development of the human resources management system for the
government entire justice sector. Efforts to prevent and disrupt illicit narcotics
trade rest upon the foundation that these justice sector interventions provide.

USAID’s extensive public administration and public financial
management work contributes to preventing and detecting corruption and money
laundering, weakening the ability of drug traffickers and other criminals to launder
and hide their ill-gotten gains. Since March 2021, USAID has provided technical
assistance to North Macedonia’s Financial Intelligence Office to improve its
capacity and policy framework for preventing and mitigating money laundering



and terrorist financing risks, including in the civil society sector. Through this
partnership, USAID contributed to North Macedonia’s 2021 Strategy for
Preventing Money Laundering and Terrorism Financing and supported the
Financial Intelligence Office in implementing anti-money laundering (AML)
measures in preparation for its Council of Europe, Committee of Experts on the
Evaluation of Anti-money Laundering Measures and Financing of Terrorism
(MONEY VAL) evaluation in 2022. These efforts decrease the ease of profiting
from corruption, drug trafficking, and other criminal activities.

USALID also promotes transparency and good governance standards and
norms to transform public institutions. USAID partners with governments to
create and strengthen ethics programs, codes of conduct, and disciplinary
procedures for judges, prosecutors, public defenders, private attorneys and public
servants, and supports ethical leadership training, legal education, and professional
development programs aimed at promoting a culture of accountability. In countries
such as Guyana, the Democratic Republic of Congo, Nepal, and Peru, USAID is
supporting implementation of international transparency norms and standards
through platforms such as the Open Government Partnership, the Extractive
Industry Transparency Initiative, and the International Budget Partnership.

In addition, USAID’s campaign finance work increases transparency and
makes it more difficult for drug traffickers and other criminal actors to “buy”
politicians they can then use to provide cover for their illicit activity. For example,
for the last five years, USAID has worked to cultivate an expectation of financial
transparency among Moldova’s political parties by working with the Central
Electoral Commission to build systems and train party members to maintain sound
and accurate financial records, file official reports and asset disclosures, and
remain in compliance with relevant political and campaign finance legislation. This
activity reduces the space for political leaders to be corrupted by drug cartels,
criminal networks, and other nefarious actors.

Leveraging USAID’s Sectoral Work

As the largest bilateral development agency, USAID has the unique ability to
combat corruption and drug trafficking through multiple sectors, including in
health, education, conflict prevention and violence reduction, and the environment.
USAID’s work across development sectors helps address the overall environment
of corruption and impunity, in which the illicit narcotics trade thrives.



For example, illegal wildlife trade is perpetrated by some of the same TCOs
that traffic in drugs, arms, and humans, resulting in convergence with these crimes
and with corruption. Based on data recorded in TRAFFIC’s Wildlife Trade
Information System from 2004 to 2019, 1,321 incidents of wildlife trade were
linked to serious or organised crime and/or the seizure of other non-wildlife items,
with 53 percent involving corruption, 14 percent involving illegal drugs, and 6
percent involving money laundering.

To address these linkages, USAID’s Targeting Natural Resource Corruption
(TNRC) project, which aims to improve biodiversity outcomes by addressing
threats posed by corruption, held virtual roundtables connecting a group of AML
professionals in the Washington, DC area with select conservation practitioners to
identify information gaps and strengthen collaboration, including in areas such as
beneficial ownership transparency.

As part of its approximately $65 million annual response to wildlife
trafficking, USAID supported the wildlife monitoring network TRAFFIC to
analyze and address illegal trade in South African abalone, a highly sought-after,
high-value marine mollusk, produced and harvested as a seafood delicacy for
predominantly East Asian markets via Hong Kong. TRAFFIC found that East
Asian criminal groups have long bartered for abalone using precursor ingredients
for drugs, first for Mandrax (quaaludes) and later methamphetamines, forging
cash-free trade relationships with gangs that control the local drug market. It is
believed that a People’s Republic of China-based organized crime group
distributed approximately 16 million Mandrax tablets annually, worth an estimated
$36 million. Where there is this type of convergence, efforts to address wildlife
trafficking also address drug trafficking.

Corruption is a critical issue in extractive industries, with clear links to
transnational crime, smuggling, and human rights violations. The vast majority of
artisanal and small-scale mining is informal in nature and uniquely vulnerable to
exploitation by corrupt officials, elites, and criminal groups. For example, illicit
artisanal and small-scale gold mining generates billions of dollars in revenue for
drug trafficking organizations in Latin America, and these organizations also use
gold to launder the proceeds of their drug trafficking. Some estimates value illegal
gold as more lucrative than coca. USAID’s gold mining program in Colombia has
removed more than $160 million dollars from the illegal economy, paying for itself
eight times over.



Transforming the Fight Against Corruption

Anti-corruption work is not new to USAID. However, with the Biden-Harris
Administration’s elevation and prioritization of the fight against corruption, the
Agency is now addressing corruption with the urgency and resolve that it requires.
Under Administrator Power’s leadership, USAID is deepening and expanding
policy engagement, public outreach, and programming to tackle corruption from a
variety of angles and confront the rise of transnational corruption and its linkages
to kleptocracy, strategic corruption, and transnational organized crime.

USAID is taking concrete steps to upgrade its work on the linked threats of
corruption and the trade in illicit narcotics. First, we are increasing our agility to
respond to windows of opportunity or backsliding on corruption. Second, we are
enhancing collaboration with other U.S. departments and agencies in Washington
and at posts to leverage the full range of our capabilities and align incentives for
reform. Third, USAID is creating more opportunities to support and partner with
local anti-corruption activists and reformers, as well as the private sector, which is
so crucial to winning the fight against corruption. Fourth, USAID is
experimenting with new programmatic approaches and seeking to develop, test,
and scale new tools and technologies that can be brought to bear on combating
transnational corruption. And finally, we are expanding our research and learning
efforts to identify the most effective ways of rooting out corruption in the public
and private sectors and building cultures of transparency and accountability.

Conclusion

Corruption serves as a weapon of choice for drug cartels, allowing them to
buy off politicians, police, border control agents, and judges who are supposed to
regulate, prevent, and disrupt the production and trade of illicit narcotics and hold
perpetrators accountable. As such, anti-corruption efforts remain central to a
holistic and effective effort to curb the illicit narcotics trade.

Mr. Chairman, USAID’s anti-corruption and development efforts play a
critical role in addressing the enabling environment that fosters the illicit narcotics
trade which has detrimental effects around the globe, including here in the United
States. We look forward to continuing and strengthening our efforts in coordination
with our partners across the U.S. government, the development community, and the
frontline reformers and activists in the countries in which we work.
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Good afternoon Chairman Whitehouse and distinguished Members of the Caucus. It is an
honor to join you today to outline how the United Nations Office on Drugs and Crime
(UNODC) is helping countries around the world to effectively address drug trafficking and
related financial flows and corruption.

BACKGROUND ON UNODC
First, a bit about my agency.

UNODC is a specialized office of the UN secretariat, established in 1997 by the Secretary-
General to merge the then-separate UN entities that focused on drugs and crime,
respectively. The merger enhanced the UN’s capacity to address the interrelated issues of
drug control, crime, including corruption, and international terrorism.

UNODC is unique in its field, as our mandates include a combination of policy, technical
assistance, and data/research.

Policy: We are currently guardians to the most significant global treaties relating to crime,
drugs and corruption, particularly the United Nations Convention against Transnational
Organized Crime and its three protocols (against trafficking in persons, smuggling of
migrants and trafficking in firearms); the United Nations Convention against Corruption; and
the three international drug control conventions. In addition, we are secretariat to the
major UN policy processes related to crime and drugs, including the UN Commission on
Narcotic Drugs (CND), which is the prime global forum for establishing political
commitments and sharing latest trends and practices.

Expertise and Presence on the Ground: Our technical assistance work spans a wide range of
activities. We currently have a presence in 124 countries, with most of our staff based in
the field working with governments and other stakeholders -- from the private sector to civil
society and academia -- to support and facilitate progress in tackling serious crimes,
corruption and drug-related activity. We have direct access to main beneficiaries through
global, regional and national programmes and projects.

Data/Research: UNODC has a professional research branch that is involved in compiling
several flagship global publications, as well as numerous others targeted to regions and
countries. Among them, we publish the annual World Drug Report, which provides



important data and trends in drug use, production and illicit trade and flow of drugs, and
provides analysis on several cross-cutting issues related to the world drug problem.

By the way, UNODC’s work is 94 percent funded by donors, and we rely heavily on tapping
experience and expertise from governments around the world. In both these areas, the
United States remains a most critical donor and partner.

| would like to take this opportunity, given their presence at today’s hearing, to thank
particularly the U.S. Department of State’s Bureau for International Narcotics and Law
Enforcement Affairs (INL) for its longstanding policy, substantive and financial support for
many key areas of our work. We are also extremely grateful for the invaluable expertise and
experience contributed regularly by the U.S. Department of Justice to our activities in
Vienna and around the world.

PROMOTING HOLISTIC ANTICORRUPTION REGIMES: THE UN COVENTION AGAINST
CORRUPTION

There is a science to fighting corruption.

Developed over decades, an effective anticorruption regime consists of actions taken by
many stakeholders on a number of different fronts.

For example, governments must ensure ethical standards among civil servants, ensure
proper financial controls, allow for checks and balances, among many other actions.

At the same time, the private sector must also ensure ethical standards among employees,
create values-based systems, and ensure proper financial controls, among many other
actions.

And at the same time, civil society has an oversight and advocacy role, in addition to its own
role in promoting integrity internally.

In fact, the wide-ranging set of commitments found in the UN Convention against
Corruption are based on such a holistic anticorruption regime, with commitments relating to
prevention, criminalization, international cooperation and asset recovery.

One way to fight corruption generally is to ensure effective action is being taken on all these
fronts, and that there is a viable and holistic anticorruption regime within a specific country,
involving all actors.

But in addition to promoting holistic anticorruption regimes, we need to understand
different contexts of corruption and target measures that are tailored to combating and
preventing corruption in those specific contexts.

HOW UNDERSTANDING DRUG AND FINANCIAL FLOWS CAN HELP IDENTIFY CORRUPTION
POINTS

Using our unique vantage point of policy, presence around the world and professional data
gathering and research, | would like to share how we try to build our knowledge about illicit
drug flows and related corruption —and what we are doing to address it. Itis a jigsaw puzzle
for sure, but we are continually trying to add pieces to the puzzle through our work and
experience with partners around the world.



UNODC, with data from governments and others, is fairly good at identifying flows of illicit
drugs around the world. Every year, we use a range of data to review the latest evidence
regarding the supply and smuggling of drugs. All is analyzed and compiled in our annual
flagship World Drug Report! The details of such flows for various drugs and precursors --
such as cocaine, heroin, methamphetamines and fentanyls -- and how these flows have
changed over the years are well known to this Caucus, so | will not take the time to repeat
them here.

We are also beginning to gain useful expertise on estimating illicit financial flows between
countries linked to drug flows. UNODC's work to date has primarily been methodological in
nature, but we are starting to use this methodology to identify and track dollar amounts.

As a custodian agency of the UN Sustainable Development Goal 16.4 that calls on countries
to significantly reduce illicit financial flows and arms flows, strengthen the recovery and
return of stolen assets and combat all forms of organised crime by 2030, UNODC has, in
cooperation with the United Nations Conference on Trade and Development (UNCTAD)
developed methodological guidelines to measure illicit financial flows (IFFs) from selected
illegal market activities, including from trafficking along the northern route.? In addition,
UNODC leads technical assistance projects to test the guidelines and measure illicit financial
flows in selected countries of Latin America and Asia-Pacific and conducts regional studies
on illicit financial flows dedicated to specific illegal activities.

Our piloting to date has included analyzing financial flows related to illicit drug movement
from Colombia and Mexico to the United States. Through the triangulation of datasets on
drug production, consumption and seizers from all concerned countries, it has been possible
to estimate illicit financial flows related to drug trafficking from Mexico to the United States.
For example, trafficking in heroin, cocaine and methamphetamine are estimated to have
generated a combined annual average of $12. 1 billion in IFF’s into Mexico during the 2015-
2018 period. This is equivalent to the average annual value of total Mexican agricultural
exports in the same period. According to the pilot study, the heroin market is the most
lucrative of the three, generating average annual inward IFFS of $4.8 billion in the same
period, reaching a peak of $5.3 billion in 2017. Inward IFFs related to cocaine trafficking
reached an annual average of $4.5 billion, reaching a peak of $5.3 billion in 2017, and those
related to the methamphetamine market reached an annual average of $2.4 billion in the
same period.

How does all this relate to corruption?

Understanding the flow of illicit drugs can help us identify where there may be high-risk
points for corruption. When we know that drugs take a certain path from the source to the
United States or other destinations, then we can start to dig deeper to identify where
corruption may facilitate those flows. Where drugs move by land, there may be
government officials, including border authorities and law enforcement officials along the
way, who may be exposed to greater corruption risks. Along the cocaine trafficking route
from South America to Europe, for example, we are seeing that bribes are paid to obtain
false documents, avoid baggage checks, obtain confidential information on law enforcement
interdiction measures, and secure safe passage for drugs across borders. Organized crime

! https://www.unodc.org/unodc/en/data-and-analysis/wdr2021.html
2 https://www.unodc.org/documents/data-and-analysis/statistics/IFF/IFF_Conceptual Framework FINAL.pdf
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groups frequently use corrupt practices also to recover drugs seized and placed under the
custody of law enforcement authorities.

In addition, understanding illicit financial flows related to drug flows also helps supple-
ment our knowledge of high-risk points for corruption. While money laundering is used to
move and hide corrupt proceeds, corruption can also help fuel the laundering of proceeds
generally of illicit drug activity. So we need to understand how corruption can facilitate bulk
cash flows and trade-based money laundering. We can predict with confidence that the
proceeds of crime and corruption will seek to exploit the anonymity of cryptocurrencies and
corporate vehicles, and we further need to understand how corruption might facilitate
these avenues.

The Financial Action Task Force and other international actors have developed typologies
for money laundering in specific situations, including related to drug flows, and these can be
useful to add to the knowledge base. We are also trying to gather knowledge through our
work in over 100 countries.

WHAT IS UNODC DOING TO ADDRESS CORRUPTION RELATED TO DRUG FLOWS

Through a number of UNODC programmes, we are specifically targeting corruption risk
points that are common to many drug flows.

B UNODC’s CRIMJUST Programme was initiated in 2016 with the initial objective of
strengthening criminal investigation and criminal justice cooperation along the cocaine
trafficking route. The program initially supported seven Latin American and Caribbean
countries (Colombia, Peru, Bolivia, Argentina, Brazil, the Dominican Republic and
Panama) and four West African countries (Nigeria, Ghana, Cape Verde and Guinea
Bissau), but has been expanded to four additional countries in Latin America and the
Caribbean (Mexico, Ecuador, Paraguay and Uruguay) and eight additional countries in
Africa (Benin, Togo, Cote d’Ivoire, Senegal, The Gambia, Morocco, South Africa and
Mozambique). CRIMJUST has evolved in its thematic focus over the past years and now
aims to support and promote criminal justice cooperation along drug trafficking routes,
regardless of the drug type or the route, and has placed stronger emphasis on
promoting criminal justice strategies to disrupt and/or dismantle the organized crime
groups responsible for the trafficking. The program specifically addresses the cross-
cutting issue of corruption through an integrity component aimed at drug law
enforcement units and judicial authorities. UNODC's assistance aims to build capacity
and supervision, strengthen internal and external accountability and oversight,
implement effective reporting mechanisms and provide tools for effective corruption
risk assessment and management. Activities also focus on individual integrity through
training on rules and regulations, standard operating procedures, codes of professional
conduct, staff management and disciplinary procedures. Given this programme has
been primarily funded by the European Union, we have mainly targeted source, transit
and destination countries in Latin America, through the Caribbean and Africa to Europe.

B Several other UNODC programmes have also allowed us the opportunity to identify and
target corruption risk points relating to flows between borders. For example, our
UNODC Container Control Programme (CCP) is primarily geared towards helping airport
and seaport authorities stop the flow of illicit goods, including drugs, via containers and
cargo. Our AIRCOP programme does the same for illicit goods and financial flows



involving passengers. Through these programmes, we are active in 99 seaports and 26
airports throughout the globe. Our experts use their local knowledge to help identify
corruption risk points and address them. They have delivered ethics and integrity
training and procedures to the police and customs units at airports and seaports in West
Africa, Latin America, the Caribbean and the Middle East. We partner with the World
Customs Organization and INTERPOL in this work.

Our Global Programme on Monday Laundering has developed a series of trainings
related to investigating movement of funds via cryptocurrencies. We have also
developed a guidebook and courses on Financial Disruption.

Not surprisingly, prevention is a huge part of the fight against corruption. UNODC
provides assistance and substantive guidance to anti-corruption authorities, supreme
audit institutions, procurement bodies and other oversight bodies on measures to
mitigate risks of fraud and corruption as well as to reinforce oversight, accountability
and monitoring mechanisms. UNODC also supports governments and institutions to
establish and strengthen effective reporting mechanisms that ensure high levels of
confidentiality, including through the use of information technology or digital platforms
to process whistle-blowing reports. We also need to address the use of corporate and
related vehicles that facilitate anonymous movement of funds through strengthening
mechanisms to identify and track beneficial ownership.

We have also established a series of Regional Platforms to fast-track implementation of
the UN Convention against Corruption, including the Regional Platform for South
America and Mexico. The Regional Platforms are comprised of targeted countries of the
same region that jointly identify regional anti-corruption priorities, based on an analysis
of needs. Each Platform has produced a Roadmap of activities designed to advance
countries’ efforts to implement UNCAC. The experts from South America and Mexico
identified four priority thematic areas for attention: (1) building integrity systems with a focus on
conflicts of interest as well as income and asset declarations; (2) promoting corporate
compliance; (3) strengthening whistle-blower protection; and (4) promoting international
cooperation.

Related to these Regional Platforms, UNODC is in the process of establishing Regional
Hubs of anti-corruption advisers and experts who will help address these technical
assistance needs throughout the Latin America and Caribbean region. This will allow us
to group staff with diverse and complementary expertise and provide an environment
for deploying field-based teams consisting of different levels of seniority and expertise.
This approach is also designed to respond more rapidly to increasing requests from
States for guidance, technical support and capacity-building for the investigation and
prosecution of complex multi-jurisdictional corruption cases, and the recovery of
proceeds of crime.

Finally, in this context, we have created a special partnership between UNODC and the
World Bank. Known as the Stolen Asset Recovery initiative, or StAR, this initiative
supports international efforts to end safe havens for corrupt funds by providing
practitioners with knowledge and policy tools consolidating international good practice
on cutting edge issues related to preventing the laundering of the proceeds of
corruption. In particular, the StAR Initiative works with the national authorities in



Colombia, Costa Rica and Ecuador on multiple aspects of asset recovery framework,
including the training on illicit financial flows behind corruption, financial investigations
and the use of open-source intelligence.

CONCLUSION

By understanding illicit drug flows and illicit financial flows, we can continue to identify
potential risk points for corruption. The UN Convention against Corruption provides a
holistic framework of how to address and prevent corruption from a number of fronts.
Continued support is necessary for activities that then target corruption risk points and
apply the measures contemplated in the UNCAC, whether it be to combat existing
corruption or prevent corruption from happening in the future. As a leader in international
anticorruption efforts since its very early days, the contributions of the United States with
regard to funding, expertise and international policy will be critical to moving forward the
international anticorruption agenda.



Dr. Vanda Felbab-Brown

Director, The Initiative on Nonstate Armed Actors
and
Senior Fellow
The Brookings Institution

Senate Caucus on International Narcotics Control

Wednesday, November 17, 2011
Dirksen Senate Office Building Rm 608
1:00 p.m.

“The Nexus between the Illicit Narcotics Trade and
Corruption”



Felbab-Brown — Testimony — Senate Drug Caucus — Nexus between Illicit Drug Trade and Corruption 2

Senator Whitehouse, Senator Grassley, and Distinguished Members of the Senate Drug Caucus:

I am honored to have this opportunity to address the Caucus on the important issue of the
relationship between the drug trade and corruption and U.S anti-corruption efforts. Illicit
economies, such as the drug trade, organized crime, corruption, and their impacts on U.S. and
local security issues around the world are the domain of my work and the subject of several of
the books I have written. I have conducted fieldwork on these issues in Latin America, Asia, and
Africa. For example, I have recently spent several weeks studying the impact of the illegal drug
trade, criminal groups, and corruption in Mexico. I speak to you today virtually from Iraq where
I have also studied the relationship between militancy, illegal economies, and state-building. I
will focus my comments on the general dynamics of the drug-corruption nexus and provide
illustrations from Mexico, Colombia, Afghanistan, Myanmar, and other settings. I will conclude
with implications for U.S. policy for dealing with this difficult and complex problem.

The Biden administration’s statement of drug policy priorities for its first year released
on April 1, 2020 is a praiseworthy document.! In terms of supply reduction, the plan details six
primary lines of effort, two of which are 1) working with key partners in the Western
Hemisphere, such as Mexico and Colombia, and 2) engaging China, India, and other source
countries to disrupt the flow of synthetic drugs and their precursors. Significantly, the section on
working with partners in the Western Hemisphere emphasizes a comprehensive response of
deepening bilateral cooperation on public health approaches, expanding effective state presence,
developing infrastructure, and ensuring respect for the rule of law and human rights. Across a
variety of policy domains, the Biden administration has also recognized and strongly emphasizes
the need to tackle corruption. This is also essential in being able to implement effective drug
policies abroad.

Persistence of vast illegal economies, such as the drug economy, often strongly
exacerbates corruption and undermines rule of law. Corruption in turn undermines
counternarcotics efforts — whether they are interdiction of drug trafficking networks, as has often
been the case in Mexico or Honduras, or efforts to build up legal livelihoods for marginalized
populations cultivating illegal economies as government officials, vested interests, and
exclusionary elites as has at various times been the case in Colombia.

Effectively addressing corruption is vital for the effectiveness of all forms of
counternarcotics policies. Yet it is also complex, with one anti-corruption strategy not fitting
all settings. It can also be a monumental task profoundly reshaping local and even national
political arrangements in a country, not merely a technical undertaking.

In almost every country, there will be some corrupt individuals in law enforcement or
government roles.

Yet in some settings, corruption systematically pervades all layers of government
and all law enforcement institutions, a situation that may well have persisted for decades.

In such settings, the relationship with illicit economies and organized crime groups and
political arrangements are often mutually constitutive. Thus, measures and strategies against

! Executive Office of the President, Office of National Drug Control Policy, “The Biden-Harris Administration’s
Statement of Drug Policy Priorities for Year One,” https://www.whitehouse.gov/wp-
content/uploads/2021/03/BidenHarris-Statement-of-Drug-Policy-Priorities-April-
1.pdf?fbclid=IwAR2TBk34U XRqlqK pAYnUd 9f7zY3IbCQI9KxI6S5eYeRJdFzI9B09hZ84.
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the illegal drug economy, other illicit economies, and predatory criminality, or their absence,
also need to be understood as profoundly political efforts.

In such circumstances, anti-crime and anti-corruption efforts are thus not merely
technical interventions and assistance to strengthen institutions and civil society; they are
projects in reorganizing local political arrangements and local balances of power.

Conversely, their effectiveness is thus also a function of relative balances of power and
the long-term wherewithal and capacities of the would-be reformers, internal or external. If they
are treated as merely technical efforts to reform the law enforcement or justice sector and
ignore the political realities of country and of how they change local balances of power, they
will be at best ineffective in effectively countering drug economies and at worst can weaken a
desirable political order and intensify conflict.

In many countries, political patronage strongly overlapping with pervasive corruption, is
a defining feature of political processes and arrangements, a situation that limits the ability to
mount either counternarcotics policies or anti-corruption efforts. Such an analytical premise
needs to shape the design of policy in both domains.

Moreover, settings of violent conflict and counterinsurgency or counterterrorism efforts,
such as in Afghanistan between 2001 and 2021, or very highly violent criminality, such as in
Mexico over the past two decades, add further complexity to the relationship between corruption,
illicit economies, and political arrangements and additional complications for the design of
counternarcotics and anti-corruption strategies.

Finally, in some circumstances, such as in Venezuela, North Korea, or Myanmar, the
entire regime’s survival is dependent on the persistence of exclusionary patronage, corruption,
and illegal economies of the drug trade.

Consequently, both counternarcotics and anti-corruption policies need to be pointedly
sequenced and prioritized as well as nested within wider diplomatic, development, and in some
circumstances, stabilization and military efforts.

Recognizing the large amount of resources and time anti-corruption and
counternarcotics efforts require is fundamental. International partners often lack both; but,
importantly, local governments are even more bereft of the wherewithal and capacity to generate
and apply those needed resources — Colombia’s post-peace-deal struggles and misguided
premature forced eradication efforts of coca crops and inadequate design of and funding for
alternative livelihoods programs are a prime example.?

Large and more political powerful segments of the population may also have a
highly limited will to support such projects. The willingness of the powerful exclusionary
elites to absorb taxes necessary to develop resources for effective counternarcotics approaches
may be sorely lacking. In Mexico, when governments have bothered to invest in building state
institutions to counter to criminal groups, they’ve been unable to generate the will to sustain and
concentrate the source flows.? With inadequate or shrinking of resources, even temporary
successes rapidly crumble.

Deeply linked to the issues of resources and the lack of will of national governments (and
sometimes larger populations) to devote the necessary expenditures to decades-long

2 Vanda Felbab-Brown, “Detoxifying Colombia’s Drug Policy,” The Brookings Institution, January 2020,
https://www.brookings.edu/research/detoxifying-colombias-drug-policy/.

3 Vanda Felbab-Brown, “A Hotspot Anti-Crime Strategy in Mexico,” Mexico Today, August 27, 2021,
https://mexicotoday.com/2021/08/27/opinion-a-hotspot-anti-crime-strategy-in-mexico/.
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counternarcotics and stabilization projects are the interests of the national governments
themselves. They can differ significantly from the interests of international partners.

For many national governments, parochial politics centering on narrow competition over
power and resources and their division and redivision among narrow cliques is far more vital for
regime stability and far more central to governmental purposes than addressing national interests
and delivering an effective and accountable state throughout the territory. Countering corruption
and devising effective, sustainable, and human-security- and human-rights-focused
counternarcotics and rule-of-law policies will be low on their agenda. Instead, they may seek to
adopt policies that merely appease international partners, such as the United States, disguise their
own or institutional corruption and complicity in illegal drug production and drug trafficking,
and divert counternarcotics and anti-corruption efforts against their political, criminal, and
business rivals, to the distress of the most vulnerable and marginalized populations.

Counternarcotics and anti-corruption efforts can thus merely replicate the very
same narrow, parochial, self-interested, rapacious, predatory, and corrupt rule that
characterizes the national regime.

In conflict settings or settings of high corruption and highly violent criminality, official
policies and actions can be so pernicious that even the deficient and brutal, but predictable rule
of nonstate armed actors, including criminal groups, may be preferred by local populations,
thereby giving the nonstate armed actors significant local entrenchment.*

f The objective of the militaries and law enforcement units a partner state deploys to
conflict areas may well be merely to suppress conflict and violent criminality to a less intense
level. Such an approach can both limit resource expenditures and the bringing in of new rents.
But the forces mobilized to counter the criminal and militant groups can themselves become
deeply involved in lucrative local economies, such as the drug trade, an access they would lose if
the conflict and criminality fully ended.

Parochial corrupt political processes tend to infect and eviscerate even efforts to
build up national military and law enforcement forces. The long-known technical, logistical,
parochialism, and corruption deficiencies of the Afghan security forces that ultimately made
twenty years of U.S. and NATO efforts to go up in smoke in just ten days are being replicated in
Somalia, Nigeria, Mali, and elsewhere.’

The record of police reform and police force build-ups is also highly disappointing.
Not only have police reform and institution-building efforts failed to suppress militant and
criminal groups in many parts of the world (from the Northern Triangle of Central America,
Haiti, and Mexico to Iraq and Afghanistan to Nigeria and Mali), the police have often become
key sources of insecurity, criminality, abuse, repression, and cooptation of and by nonstate
armed actors. In war zones, such as Afghanistan, the United States often erroneously built police
forces as light counterinsurgency forces, not paying attention to the rise in predatory urban and
rural criminality, often perpetrated by U.S. presumed partners -- and thus providing opportunities
for the insurgents to entrench themselves. Elsewhere, such as in Iraq, parochial, but powerful
political actors managed to subvert and appropriate police reform efforts, with the subsequent
sectarian police abuses key sources of new militancy.

4 Vanda Felbab-Brown, Harold Trinkunas, and Shadi Hamid, Militants, Criminals, and Warlords: The Challenge of
Local Governance in an Age of Disorder (Washington, DC: The Brookings Institution, 2017).

5 Vanda Felbab-Brown, “Why the Taliban Won,” Foreign Affairs, August 17, 2021,
https://www.foreignaffairs.com/articles/united-states/2021-08-17/why-taliban-won.
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Even successful police reform efforts have turned out to be ephemeral. In Colombia,
where the reform of the national police and improvements in its anti-crime capacity turned out to
be one greatest successes of the 2000s decade, the police force recently became disgraced by its
renewed anti-protestor brutality.

When success is achieved, presumed partners may have little political interest in
sustaining the successes. In Mexico, where amidst massive corruption of law enforcement
forces and decades-long failures to effectively reform, the United States investment of extensive
resources for building the Federal Police produced highly-imperfect results, including allegations
of criminal collusion among segments of the Federal Police with the Sinaloa Cartel, nonetheless,
some important progress was achieved. Nevertheless, the Andrés Manuel Lopez Obrador
administration for political and nationalist reasons disbanded the Federales essentially overnight,
discarding all the technical and financial investment made.

Similarly, in early post-apartheid South Africa, the United States and Britain invested
extensive resources into building a special law enforcement and anti-corruption unit known as
the Scorpions. The unit achieved impressive success in exposing and prosecuting corruption. But
once its independence and authority started exposing the corruption within the African National
Congress, the Thabo Mbeki government dismantled the unit as the United States and Britain
watched helplessly from the sidelines. The end of the Scorpions was a preview of the
dismantling of the International Commission against Impunity in Guatemala (CICIG) and the
Mission to Support the Fight against Corruption and Impunity in Honduras (MACCIH), the
international bodies tasked with addressing corruption in those countries after their political and
rule of law systems became infiltrated by criminal and militia actors. Presumed local partners
were willing to tolerate them only as long such bodies targeted their political opponents or
isolated individuals: When these bodies started targeting the core corrupt and parochial patterns
of governance and structures of power, i.e., the most important interests of the governing elites,
the presumed local partners got rid of them.

In these settings, governance at the national level and anti-corruption and
counternarcotics policies are not conceived of as serving public and national interests, but as
protecting and advancing narrow parochial interests of specific cliques, even if the consequences
are persistent violent criminality, such as in South Africa and Central America, or militancy.

And other special interdiction and special investigation units (SIUs), including those
trained by the United States and other external interveners, can go rogue and become the
top criminals in a country or locality, perversely exploiting the internationally-obtained training
and capacities to manipulate the criminal market and militant landscape to serve their parochial
and rent interests. Any initial one-time vetting can be insufficient to keep such SIUs anchored to
a national-interest, good-governance, and rule-of-law purposes. The risks that SIUs will go rogue
increases if recipient governments are unwilling to agree to unfettered and repeated vetting of all
members of the SIUs by international partners throughout the existence of the SIUs, not merely
at the beginning, or if they insist that leaders of SIUs not be vetted, as was the case in Mexico
even at the height of U.S.-Mexican counternarcotics and rule-of-law collaboration during the
Felipe Calderon administration.

In many parts of the world, advancing rule-of-law and anti-corruption efforts will
need to take the form of a complex and non-linear, but persistent policy engagement
seeking to identify political reformers who benefit politically from engaging in anti-
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corruption and broader stabilization efforts and over time trying to find ways to enhance
these narrow political motivations into broader and neutral institutional habits.°

However, it is vital to distinguish between corruption and appropriate recognition
that certain counternarcotics policies, such as forced eradication of illegal crops in the
absence of legal livelihoods for large segments of the population, may be inappropriate. It is
equal appropriate and not a manifestation of corruption to deconflict and synchronize the chosen
counternarcotics policies with other national objectives, such as counterinsurgency and
counterterrorism efforts or institution building.

In the absence of legal livelihoods of large segments of local populations, forced
eradication of illegal crops often generates significant political capital for those who oppose
eradication, including criminal and militant groups. Forced eradication thus complicates broader
conflict mitigation and state-building efforts and can undermine vital counterterrorism and
counterinsurgency objectives.

In Afghanistan, forced eradication between 2003 and 2009 had the following effects: It
did not bankrupt the Taliban. In fact, the Taliban at first reconstituted itself in Pakistan between
2002 and 2004 without access to large profits from drugs, rebuilding its material base largely
from donations from Pakistan and the Middle East and from profits from another illicit economy,
the illegal traffic with licit goods between Pakistan and Afghanistan. Later on, it became fully
involved in the drug economy, just as anti-Taliban powerbrokers and militias and Afghan
government officials did. Eradication strengthened the Taliban physically by driving economic
refugees into its hands. Critically, eradication alienated the local population from the national
government as well as from local tribal elites that agreed to eradication, thus creating a key
opening for Taliban mobilization. Eradication brought the Taliban significant political capital
and critically undermined the motivation of the local population to provide intelligence on the
Taliban to the counterinsurgents while it motivated the population to provide intelligence to the
Taliban. Moreover, locals officially in charge of eradication were in the position to best profit
from counternarcotics policies, being able to eliminate competition — business and political alike
— and alter market concentration and prices at least in the short term and within their region of
operations. The decision of the Obama administration to defund centrally-led eradication was
thus highly appropriate.’

In contrast, interdiction efforts were often eviscerated by corruption and political
patronage processes in Afghanistan deeply intertwined with regime survival and cooptation
of political rivals. And they were also limited by the effect that U.S.-embraced anti-Taliban
militias and powerbrokers were themselves deeply involved in drug trafficking. The United
States and the international community did attempt to mount several anti-organized-crime and
anti-corruption initiatives. One of the most visible tools became the military’s anticorruption task

¢ Vanda Felbab-Brown, “The Hellish Road to Good Intentions: How to Break Political-Criminal Alliances in
Contexts of Transitions,” Tokyo: United Nations University, April 2017, https://www.brookings.edu/wp-
content/uploads/2017/05/the-hellish-road-to-good-intentions-how-to-break-political-criminal-alliances-in-contexts-
of-transition.pdf.
7 Vanda Felbab-Brown, Shooting Up: Counterinsurgency and the War on Drugs (Washington, DC: The Brookings
Institution, 2013); and Vanda Felbab-Brown, “Drugs, Security, and Counternarcotics Policies in Afghanistan,” The
United Kingdom Parliament, House of Lords, International Relations and Defence Committee's Inquiry into
Afghanistan, October 29, 2020, https://www.brookings.edu/testimonies/drugs-security-and-counternarcotics-
policies-in-afghanistan/.
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force, Shafafiyat (Transparency). Shafafiyat had a broad mandate to lead NATO investigations
into all aspects of corruption in Afghanistan. But ultimately hamstrung by both political
complexities in Afghanistan where key political powerbrokers were involved in the drug trade
and other illegal economies and predatory criminality and the significant drop-off of ISAF’s
focus on corruption and governance a year later, this anticorruption body failed to make more
than a sporadic difference.

For years, then, the dynamic would be as follows: The U.S. government would secure
dramatic promises from the Afghan government to tackle corruption, but little meaningful action
would follow. Such declaratory commitments would usually ramp up before major donor
pledging conferences, but most would not be implemented, with little change in practice. And
the United States and the Afghan government would refrain from suspensions of the
international aid, even in response to gross failures by the Afghan government to meet the
conditions placed on it.

Finally, it is also critical to recognize that highly intense violent criminality or violent
political conflict will exacerbate corruption and limit government wherewithal to adopt
effective counternarcotics policies. When government officials and their families are under
constant threat of being killed by criminal actors, perhaps even with the help of other corrupt
government officials and when they receive little-to-no backup and protection from national or
higher-level officials, they will have little ability to resist corruption pressures. In Mexico, local
municipal government officials and law enforcement forces increasingly face unbearable
intimidation and violence pressures from criminal groups in all aspects of their work, from
elections through anti-crime policy implementation. Corruption, which has long-plagued local
and state-level institutions in Mexico, and continues to pervade national level judicial and law
enforcement institutions, is enabled and exacerbated when national-level authorities provide no
meaningful counter to violence perpetrated by criminal groups. The more criminal groups can
get away with brazen violence and intimidation pressures on local, state, and even national level
law enforcement and government authorities, and the less the national government mounts a
strong effective response to counter the violence and intimidation pressures of criminal groups,
the more corruption and capture of state institutions and officials by criminal groups grow.®

Reducing violence is critical, the essential and inescapable function of state institutions.
Counternarcotics policies that exacerbate violence, such as high-value targeting policies in
settings like Mexico, will come to be seen as illegitimate, undesirable, and politically
unsustainable. However, the essential imperative to limit criminal violence and predatory
criminality will not be effectively accomplished if the government merely hands out the rule of
large territorial spaces and economic domains to criminal actors or gives up on its responsibility
to counter them and develop effective law enforcement incapacitation and deterrence capacity
vis-a-vis criminal groups.

8 Vanda Felbab-Brown, “Mexico’s Out-of-Control Criminal Market,” The Brookings Institution, March 2019
https://www.brookings.edu/wp-content/uploads/2019/03/FP_20190322 mexico_crime-2.pdf; Vanda Felbab-Brown,
“AMLO’s Security Policy: Creative Ideas, Tough Reality,” The Brookings Institution, March 2019,
https://www.brookings.edu/wpcontent/uploads/2019/03/FP_20190325 mexico_anti-crime.pdf; and Vanda Felbab-
Brown, “The US-Mexico Security Relationship in 2021,” Mexico Today, January 19, 2021,
https://www.brookings.edu/blog/order-from-chaos/2021/01/19/the-us-mexico-security-relationship-in-2021/.
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Unfortunately, these pernicious developments have characterized the Andrés Manuel
Lopez Obrador administration in Mexico. Furthermore, Mexico’s national security law of
December 2020 and the refusal of the Mexican government to issue visas for U.S. Drug
Enforcement Administration has critically hampered the ability of U.S. law enforcement agents
to operate in Mexico and reduced a vital monitoring capacity of the extent of corruption in
Mexico, intimidation and cooptation of law enforcement institutions and government officials by
criminal groups in Mexico. The new U.S.-Mexico Bicentennial Framework for Security, Public
Health and Safe Communities’ may provide new opportunities for meaningful rule-of-law, anti-
corruption, and anti-crime collaboration between the United States and Mexico. But this will not
be accomplished if the Mexican government merely conceives of the implementation as the
United States confining its shared responsibility efforts to anti-weapons-trafficking, demand-
reduction, and money-laundering efforts while Mexico continues to limit and hamper U.S.
interdiction, anti-corruption, and institution-strengthening efforts in Mexico.

POLICY RECOMMENDATIONS

Anti-corruption and counternarcotics efforts need to be tailored to various contextual
dimensions: the extent and pervasiveness of corruption, the intensity of criminal violence, and
presence or absence of insurgency and armed groups.

Taking Advantage of Early Windows of Opportunity

In circumstances where counternarcotics policies and anti-corruption policies are taking
place in the early post-intervention or post-regime-transition period, taking advantage of early
windows of opportunities is critical. In those periods, the local population is most willing to
work with the new regimes and outside interveners in setting up a new political dispensation.
Under the best of circumstances, the local population will have disliked the previous political
regime and will now be hopeful about the future. At minimum, local populations and power
structures will be uncertain about the power and capabilities of the intervener and fearful of
actively resisting it: at such times, local powerbrokers have the least certainty about the future
and show the greatest restraint in directly or covertly challenging the intervener, since their
networks of power will have been weakened by the collapse of the previous order and they will
not have had time to reconsolidate and reconstitute their new power networks.

The longer early transition efforts wait to set up capable state structures, the harder the
state-building effort becomes: Military opposition can emerge. At minimum, local powerbrokers’
criminal and political networks are (re)established. Undoing such negative trends becomes
harder and harder as more time elapses. Remobilizing the support of the population becomes
especially difficult. The window of opportunity closes rapidly, and at some point, reversing the
adverse trends may become impossible.

It is important to recognize, however, that the influence of external actors promoting rule-
of-law and anti-corruption efforts is inherently limited and that efforts to suppress illicit
economies, such as the illegal drug trade, will only be sustainable if the population in the country
and its political representatives have the economic and political incentives to support such
policies.

° The White House, “FACT SHEET: U.S.-Mexico High-Level Security Dialogue,” October 8, 2021,
https://www.whitehouse.gov/briefing-room/statements-releases/202 1/10/08/fact-sheet-u-s-mexico-high-level-
security-dialogue/.
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It is unrealistic to expect that policy interventions by outsiders can suppress all malign
networks — whether militant or criminal. The priority for the international community should be
to focus on the most disruptive and dangerous networks, those that cause most damage. These
include those with the greatest links or potential links to international terrorist groups with
global reach, those that are most rapacious and detrimental to society and the development of an
equitable state, and those that most concentrate rents from illicit economies to a narrow clique
of people. These three criteria may occasionally be in conflict, and such tensions will pose
difficult policy dilemmas. In addition to considering the severity of the threat posed to the
international community and to the host state and society by such drug-trafficking or organized-
crime groups, the estimated effectiveness of any policy intervention needs to be factored into the
cost-benefit analysis of policy choices.

If outside military forces and their civilian counterparts decide to promote “good
governance” and undo existing criminal enterprises and illicit economies, such as the drug trade,
and prevent the emergence of new ones, they need to plan for and take on this effort early in the
mission. The immediate and early post-intervention, post-military-operations period is the
critical and optimal time to shape the political and criminal environment in the country.

In fact, external stabilization actors often have not only a poor capacity to understand
local illicit economies and patronage networks of crime and politics, but also lack the capacity to
respond to crime — to both organized and street crime.

The rise in street crime is often the first and most direct way that local populations
experience post-transition insecurity. This can alienate the population from the new government
and its external partners, stimulate a hankering for the ancien régime, empower extralegal
powerbrokers, and even bring on a full-blown criminal order and predatory criminality that
undermines both counternarcotics and anti-corruption efforts.

Limiting the Role of Warlords and Their Militias and Criminal Powerbrokers

The international community should limit and ideally altogether avoid relying on
problematic powerbrokers for the sake of short-term counterterrorism and counterinsurgency
objectives or other short-term imperatives. Supporting these problematic but available actors
against more dangerous and vicious enemies should be the last resort since the odds are very
high that they will turn rogue and predatory and ultimately contradict stabilization interests.

Nonetheless, if supporting militia forces and embracing unaccountable powerbrokers is
the least bad option, the international community from the very beginning needs to build into its
policies a consideration of how to disempower them and roll them back and limited their
engagement in predatory criminality and illicit economies such as the drug trade. It is only a
matter of time that the friendly militias and powerbrokers of today will likely end up as threats to
the interests of the international community.

Thus, all assessments of the chances of success of external efforts need to be much
broader than merely eliminating a particular terrorist group and deposing a particular regime.
They also need to include judgements of whether a sufficiently stable, sustainable, and legitimate
order and governance will ensue or whether supporting “partners” merely perpetuates structural
causes of instability.

A smaller presence of the international community on the ground means that it has more
limited leverage to influence the behavior of the power brokers. But smaller leverage does not
imply the absence of all mechanisms to weaken at least the most pernicious powerbrokers and
modify the behavior of others by creating incentive structures that at least discourage egregious
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abuse. Prioritizing the focus on the most malign actors—such as power brokers who create and
fuel conflict among communities, systematically marginalize particular groups, or perpetrate
major human rights abuses—will be necessary.

But the purpose of prioritization and sequencing is precisely to transform an intractable
system-wide problem into manageable discreet situations that also reinforce a desired balance of
political power in the hands of reformers. U.S. influence may not always be able to effect the
removal or even weakening of such powerbrokers. However, the leverage may be sufficient to
alter their behavior enough to make them more acceptable to local communities and less
detrimental to other U.S. objectives such as limiting the drug trade and corruption. The
international suasion may, for example, include merely encouraging local power brokers to
expand and broaden their patronage networks so that more people and more communities have
access to some of the privately sponsored goods.

There is no guarantee that if a highly pernicious power broker is removed, a good official
will then be appointed. The choices will often have to be between bad and awful. But a
competition among power brokers for access to international assets will also provide
opportunities to shape their behavior.

Even if the international community cannot get the noxious powerbrokers removed and
has to engage with them, it should limit any visible public embrace of them. And even if it
cannot accomplish the removal of the problematic power brokers, the United States can impose
other sanctions on them, such as denying them visas. Portfolios of corruption and evidence of
abuse should be assembled, which can be used if the political context becomes more permissive
of corrective action. But even the existence of such a folder of evidence—if quietly
communicated to the power broker—may well increase U.S. leverage.

Adopting a Prioritized Sequential Approach against Predatory Criminality, Pernicious
Powerbrokers, and Corruption

Especially in situations where key political powerbrokers are intimately connected to
organized crime and illicit economies, such as the drug trade, and the political system is
pervaded by criminality and corruption or based on political-economic bargains around illicit
economies, and where rule of law reformers are relative weak vis-a-vis the pernicious
powerbrokers and the systems, prioritizing anti-corruption and anti-criminality steps will be
required. Such prioritized and sequential approaches may involve taking on one criminal
powerbroker at a time. Moving against all criminals and all powerbrokers involved in illicit
economies may be infeasible and undermine the political survival of reform actors. Ideally, early
moves against the illicit economies and predatory criminality would not only limit crime, but
would also increase the relative power of the reformers in the system.

Although moves against the unaccountable powerbrokers need to be prioritized, the Unite
States should demand that the host government institute accountability measures and
appropriately severe punishment for the most serious crimes perpetrated by the powerbrokers,
such as major land theft, rape, kidnapping, and murder. The resulting demonstration effects can
be very powerful and even possibly generate deterrence of these crimes. For example, reducing
crime in one or two major localities, such as an important city, by concentrating resources and
focus there, or by holding accountable the local government officials, could serve as a
demonstration of legitimacy and power of the national government or rule-of-law reformers.

For the United States, trying to roll back criminality and corruption in systems pervaded
by corruption and criminality thus entails looking for rule of law reformers also among powerful
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political actors who will benefit politically from breaking with the prevailing system of crime
and politics.

However, the crucial task and challenge is to transform anti-crime measures from a tool
of political convenience into one of institutional habit and systemic proclivity.

Improving Governance and Reducing Corruption

The United States should define good governance in ways that are consistent with the
views of local populations as well as key international principles: Good governance is not just
the delivery of services but also, critically, physical security, food security, the provision of
justice, and a reduction in impunity for egregious corruption and extensive crime. A good
measure of the quality of governance is one that is derived from a comprehensive concept of
human security—that is, security from physical abuse, whether from insurgents, criminals,
warlords, local militias, or the local government, and security from great economic want, as well
as access to justice and accountability mechanisms.

Promoting good governance thus does not imply promoting particular political or
institutional visions and arrangements. But the U.S. long-term goals should include strengthening
checks and balances within the political system, reducing patronage, clientelism, and corruption-
-in addition to enhancing the government’s delivery of services.

Equitable and inclusive political dispensations will have a much better chance of being
sustainable than rapacious and exclusionary ones.

Given local power realities, just as anti-crime measures might have to be sequenced and
prioritized, so might measures against corruption. Anti-corruption efforts should focus on
limiting corruption that systematically excludes entire communities from access to jobs,
particularly in the national security and police structures, or from the country’s economic
markets. A corollary to limiting ethnic or communal discrimination within the security services
is to ensure that command levels are not dominated by a particular ethnic or communal group,
and that salaries and leaves are equally distributed.

In addition, it is critical to focus on the corruption that seriously undermines the
emergence of the already fragile legal economic markets, particularly those that create jobs. Such
severely-detrimental corruption includes the proliferation of unofficial checkpoints and the ever-
escalating bribes to be paid at those checkpoints, major corruption in the banking sector, and
corruption in line ministries that paralyzes service delivery rather than facilitating it.

Predictable corruption connected to the delivery of services can be seen as another form
of taxation, and not entirely intolerable to local populations or destructive of economic and
political functionality and legitimacy. Yes it is highly suboptimal, but it does not necessarily
make the political system combustible. Highly politically explosive problems do arise when
corruption leads to paralysis within government offices, when money or property are typically
stolen without any service being provided, and when the unofficial taxation reaches such heights
or is so unpredictable that the vast majority of revenues from an economic activity is lost.
Combating these types of systemic corruption should be a priority.

Finally, attempts to undermine the selection and work of effective local officials should
be countered as much as possible. The United States should encourage merit-based appointments
in local and national governments. It should also seek to influence the process by interacting
with, encouraging, and rewarding well-performing government officials.

The presence of U.S. law enforcement officials abroad is often a critical monitoring
mechanism of the pervasiveness of corruption in government institutions and an important
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source of leverage to motivate the host government to mount at least some anti-corruption
measures.

Strengthening Institutions, Promoting Human Rights, and Supporting Civil Society

To achieve the transition from political actions against crime and corruption to rule-of-
law systemic proclivity, it is crucial to also adopt institutional building efforts that the United
States has long engaged in, such as security sector reform and policing and rule of law reform
and encouraging financial integrity in political parties.

Anti-crime training needs to become an urgent focus and component of the external
assistance for training local police forces. Neither military policing nor counterinsurgency-light
approaches are adequate substitutes for traditional-community-oriented policing skills. Thus,
making a determined and systematic effort to develop police forces capable of tackling street
crime, and having a police-training program geared toward street- crime suppression, is critical.

If criminal violence and predatory criminality are reduced as a result of U.S.-assisted
government efforts, local communities and officials can develop better capacities and will to
resist criminal intimidation and corruption.

The crucial focus of anti-crime efforts to promote human security and rule of law,
legitimate stability must obviously include an effort to reduce and in time eliminate criminal and
predatory behavior perpetrated by existing police themselves. The United States should never
tolerate partner law enforcement forces to engage in human rights abuses in the name of
counternarcotics efforts and must take strong measures against forces engaging in severe human
rights abuses, including severing support for them.

Supporting a strong, vibrant, and diverse civil society, including monitoring, oversight,
and anti-corruption NGOs and investigative journalists, is also crucial.

Although the influence and effects of both institutional reforms and civil society
enhancement will be limited as long as the basic political dispensation is built around the
intermeshing of politics and crime and as long as political reformers have limited power, the
institutional reform and civil society growth can nonetheless provide important nudges toward
rule of law. They are thus an important mechanism to ensure that the anti-crime and anti-
corruption measures are in fact transformed from tools of political convenience into systems of
rule of law, and that the political reformers do not discard their reform effort when it stops
serving their parochial interests or the entire reform does not wither when they lose power.

Prioritizing Measures against Predatory Criminality and Non-labor-intensive Illicit
Economies

This sequential approach to fighting crime and corruption may often need to first
prioritize the suppression of predatory criminality and non-labor-intensive illicit economies.

Premature efforts against labor-intensive illicit economies, such as illicit crop cultivation,
that provide livelihoods to large segments of local populations without legal livelihoods being in
place will hamper counterinsurgency and conflict-mitigation efforts and political stabilization.
They can delegitimize entire anti-crime efforts.

No matter what anti-crime/ counternarcotics efforts are ultimately undertaken — be it iron-
fist suppression of the illicit economy or a prior fostering of legal alternative livelihoods — they
will not be effective in reducing the illicit economy unless firm security throughout the entire
territory has been established first. The state needs to be strengthened and violent conflict ended
before efforts against illicit economies can be effective.
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Indeed, efforts to suppress labor-intensive illicit economies in particular localities should
only be undertaken when legal alternative livelihoods are in place, not simply promised to
materialize in the future.

Alternative livelihoods efforts should focus on job creation, including off-farm, income
generation, and human capital development and address the structural drivers of illicit
economies. They should be fully integrated into overall rural and economic development efforts.

Limiting Criminal Violence

Reducing the violence that criminal groups perpetrate is critical for human security, the
willingness of populations to persist in anti-drug efforts, efforts to limit corruption, and the
sustainability of anti-crime efforts overall. In some cases, this may require switching away from
high-value targeting of top drug traffickers to targeting the middle operational layer of criminal
groups first to limit fragmentation of criminal groups and resulting violence within and among
them. Moreover, if much of the middle layer can be arrested in one sweep, by mitigating the
chances that new violence breakout can be prevented increases.

That does not mean that leaders of criminal groups should be given a free pass. Both for
public safety and normative reasons, they need to be brought to justice. However, simply
removing them from the chain of command without arresting the middle layer underneath them
will allow groups to regenerate quickly and will exacerbate the debilitating violence.

Reducing the capacity of criminal groups to resort to violence and deterring them from
doing so can include a host of other strategies depending on local settings, such as focusing
resources to select areas and building concentric and expanding circles of rule of law and safety
from criminal groups.

Building Special Interdiction and Investigation Units (SI1Us)

In building SIUs, the United States should insist that all members of the SIUs units,
including their commanders, be repeatedly and at any time subject to U.S. vetting for criminal
collusion. To assuage political sensitivities about national sovereignty, the United States can also
subject its agents interacting with those units to repeated vetting. A host government’s refusal to
allow such comprehensive vetting at any point or insistence that SIU commanders or supervisors
be exempted should immediately raises a red flag of persisting high-level corruption and the
United States should very carefully consider whether building an SIU under such problematic
circumstances delivers enough potential benefits to offset the clear risks of the SIU being
sabotaged by corrupt superiors or going rogue and becoming implicated in crime and politically-
motivated retaliation.

Cultivating Robust Local Knowledge and Intelligence

Any effort to promote rule of law and counter corruption and criminality, such as the
illegal drug trade, requires having a very detailed understanding of the intricacies of the local
political systems, cleavages, and economic (including criminal and illicit) arrangements and
systems and their connections to an area’s violent conflict and to its political and socio-economic
structures. Far more so than signal intelligence, continual and robust on-the-ground information
and intelligence are crucial for developing such understandings. U.S. efforts abroad thus must
have a strong analytical-support component. This is yet another reason for the United States to
promote the presence of U.S. law enforcement agents on the ground in supply-side countries.
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Emphasizing Sustained Engagement and Oversight

The more local actors expect that the United States presence, interest, and oversight will
be limited, the more will local actors hedge by cultivating relations with malign political and
criminal actors.

Not just a good strategic design but also effective on-the-ground implementation are keys
to success. In addition to detailed knowledge of the situation on the ground, the effectiveness of
policies is often dependent on the application of astute judgment, tough-minded selectivity,
careful calibration, judicious pacing, and a willingness to absorb short-term costs and risks. Not
all of the policies will be able to be implemented at the same time in equal scope.

Conditioning Economic Aid with Sustainability in Mind

In its counternarcotics, anti-crime, and anti-corruption policies, the United States must get
out of the habit of trying to achieve stabilization by showering a locality with money and being
preoccupied with “burn rates” of the dispensed aid. Sending /ess money through the system may
well enhance stability and legitimacy and limit corruption. Whatever aid, such as for alternative
livelihoods, is allocated must be accounted for and conditional. The United States must diligently
monitor how money is spent, whether it is, in fact, going to intended recipients or stolen by
corrupt elites and whether it is promoting the desired objectives or in fact is fueling instability
and abuse by the powerful, thus delegitimizing local governments and fueling violent conflict.

Economic development policies should focus on comprehensive, sustainable
development plans based on local knowledge. They should prioritize food security; long-term,
sustainable job creation; human capital growth; infrastructure expansion; and capacity building.

The international community needs to find the will to undertake detailed, if occasionally
time-consuming, studies of local conditions before economic projects are rolled out. Such
assessments need to include an analysis of the preexisting political structures, social
cohesiveness, and (in)equality in access to resources — all of which the economic interventions
will have to interact with. Rather than a one-shoe-fits-all approach, donor policy designs need to
thoroughly take into account local contexts and be based on consultations with local
stakeholders. Ideally, U.S. programming and financial commitments would be multiyear; but
they need to retain enough flexibility in their structure so that implementers can modify
ineffective policy designs and restructure programs to prevent narrow, exclusionary networks
from capturing program resources to the exclusion of the wider community.

Tying funding levels to accurate assessments of the absorptive capacity of a locality and to
a government’s capacity to disburse the money is equally important.

Proper monitoring and punitive measures to discourage serious corruption must be a part
of the economic and political aid packages as well as law enforcement support efforts. If serious
and pervasive fraud is detected, the United States must be ready to turn off the spigot.

Encouraging better governance requires resolve and consistency. But while such efforts
require expenditures of political capital, they do not necessarily require greater financial
expenditures. In fact, substantially reducing money flows and disbursing only funds that can be
monitored and spent sustainably would on its own improve governance and reduce corruption.

Sticking to Redlines and Being Specific about Conditionality

The United States needs to be able to uphold whatever red lines it sets to control the
pernicious powerbrokers and corrupt government counterparts involved in criminality. This
implies having the plans and resolve to take punitive actions if the powerbrokers and host
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governments violate the red lines. Such conditionality cannot be vague, and the red lines should
only be those the United States has the will and capacity to enforce. A consistent failure to act
against behavior designated as intolerable only undermines the reputation and effectiveness of
the international community.

A bad approach is to set up vague conditionality—or, alternatively, specific and stringent
conditions that the United States does not have the will to uphold.

Where monitoring of drug policy aid is not possible because of persisting violent conflict
or criminality or because the host government wants to limit meaningful oversight, aid money
should be withheld, except for projects essential for humanitarian relief.



The lllicit Narcotics Trade, Corruption, and Transparency
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By Clay R. Fuller. Ph.D. (www.clayrfuller.com)

Prepared testimony for the Senate Caucus on International Narcotics Control Hearing titled “The
Nexus between the lllicit Narcotics Trade and Corruption” on November 17, 2021

The Nexus: Two sides of the same coin

To manufacture, move and sell the massive amounts of illicit drugs that traverse the planet
each year requires skill, hard work, and organization. It both demands and fuels corruption and
crime, an unvirtuous circle that has delivered vast profits to the people involved.

My testimony rests on several assumptions which | share below with a view to both
transparency and analysis.

Assumption 1: In general, free people in wealthy democracies tend to generate the majority of
illicit drug demand.

Assumption 2: In general, people in less-wealthy, less-democratic countries tend to make up
the majority of illicit drug producers, manufacturers, and traders.

Assumption 3: Authoritarian kleptocracies such as Iran or North Korea have elevated levels of
corruption from the bottom to the top. Thus, by their very nature, these governments
sometimes facilitate and even encourage the illicit drug trade.

Assumption 4: Established democracies like the United States are innovative and tend to enjoy
higher levels of transparency and rule of law. Thus, by their very nature they are uniquely
equipped to assist partner countries.

Assumption 5: New technologies (such as those in shipping and payment methods) combined
with the development of synthetic illicit drugs (such as fentanyl) mean that the illicit drug trade
landscape has changed dramatically, creating new dangers and new opportunities to stop the
flow of illicit drugs coming into the United States.

The implications of these assumptions are fairly constant, notwithstanding efforts to attack
supply, demand, criminal networks or corruption:

1. Aslong as demand for illicit drugs remains high, illicit trade will continue. Eradication
efforts such as the ones in Afghanistan and Colombia cannot deliver lasting positive
effects because other circumstances have driven farmers to cultivation. If one farm is
eradicated, another pops up elsewhere.
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2. Prioritizing capacity building resources to US neighbors that are geographically close and
have high levels of the rule of law and democracy will likely generate greater disruption
to illicit trade and corruption.

3. Greater research and development efforts in new technologies such as blockchain
(double ledger systems) and digital currencies aimed specifically at enhanced trade
transparency.

4. Foreign trade zone infrastructure upgrades. As geographically concentrated areas,
improvements here will not only stem the drug trade and reduce corruption, but
improve the entire global supply chain of licit goods.

The next section includes more specific ideas about how this issue can be approached.

1. Global Geographic Targeting Orders (GGTOs), focusing on trade zones.
2. Incorporating global treaties on anticorruption and illicit drugs into all trade negotiations.
3. Think about transparency in a radically different way, using technology rather than emotion.

1. Geographic Targeting Orders (GTOs) are used in the United States to target the use of real
estate to launder the proceeds of illegal activity.! U.S. cities with high real estate values
often become havens for foreign corrupt officials, drug cartels, and many others to store
illegally obtained value (money) in the form of homes, land, or other property (protected by
enablers that work to make sure U.S. authorities do not find out who actually owns them).
To counteract this the U.S. Treasury began the GTO program, whereby it publicly names the
cities and areas where this happens the most often and then requires lawyers, real estate
agents, accountants and others to do extra due diligence and reporting on their clients.

Foreign Trade Zones (FTZs, or also known as Special Economic Zones, Free Trade Zones, and
other names) are geographically delineated areas that exist outside of the normal customs
area — meaning that, in general, goods imported or exported from the geographic are
treated differently than if they were outside of the zone. Nearly every country in the world
now has at least one FTZ. The U.S. has about 200 and there are somewhere around 5000 in
total are spread around the world. To give an example of how common they are, the entire
Panama Canal is one and North Korea has four. One of the largest zones in China is the
Hubei Free Zone, which includes the city of Wuhan.? Zones also exist in other problematic
areas such as the Golden Triangle in Southeast Asia,® the Northern Triangle in Central

1 https://www.fincen.gov/news/news-releases/fincen-reissues-real-estate-geographic-targeting-orders-12-
metropolitan-areas-
3#:~:text=WASHINGTON%E2%80%94The%20Financial%20Crimes%20Enforcement,purchases%200f%20residential
%20real%20estate.

2 https://www.fdichina.com/blog/fdi-china-exclusive-the-21-free-trade-zones-guide-2021/

3 https://www.voanews.com/a/east-asia-pacific_chemicals-meth-out-asias-booming-golden-triangle-drug-
trade/6206451.html
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America,* and the Tri-Border Area in South America® — know trafficking and manufacturing
hotspots where some terrorist organizations also operate.

The bipartisan Helsinki Commission has drafted legislation aimed at identifying the most
problematic zones (involved heavily in drug trafficking, human and animal smuggling, tax
evasion, etc.). Creating and issuing Global Geographic Targeting Orders (GGTOs) that
require the insurance companies that ensure shipments to the targeted zones to report
more information could be helpful in both tracking down global traffickers and encouraging
the zones to clean up. SWIFT does something similar (but far more drastic) with its blacklist.

2. International Anticorruption and Narcotics Treaties in Trade Agreements. When NAFTA
(the North American Free Trade Agreement) was renegotiated in 2020, the resulting USMCA
(United States Mexico Canada Agreement) included an anticorruption chapter (Chapter 27)
for the first time ever.® Now, the United Nations Convention Against Corruption (UNCAC
2003 New York), the OECD Convention of Combating Bribery of Foreign Officials in
International Business Transactions (1997 Paris), and the Inter-American Convention
Against Corruption (IACAC 1996 Caracas) are legally binding in all trade between Canada,
the United States and Mexico. International treaties and trade agreements do not always
deliver immediate results, but the inclusion of international anticorruption agreements in
the USMCA was a highly significant event that should be a model for all trade agreements.

3. Rethinking Transparency and New Technologies. The definition of transparency is credible
aggregate government-disseminated information. For example, it is a believable census
count or literacy rate. In another example, North Korea recently reported a 100% literacy
rate,” hardly credible given that reporting on literacy in the U.S. shows the rate here at
around 80% (and even breaks the data down into three different levels of literacy in
America).® When information is credible, that is transparency.

Blockchain technology makes information more credible and transparent. For example, the
fact that cryptocurrency (which operates on blockchains) is used in ransomware attacks,
means that we can all see the transactions and recover ransoms. Furthermore, in relation to
corruption and the illicit narcotics trade, this transformative technology has the power to
make public budgets (such as for governments and police departments) completely open
and permanently recorded. The same could be done for political donations, virtually
eliminating the presence of “dark money” contributions to campaigns, where in many
developing democracies many campaigns are believed to be funded by the proceeds of the
illicit narcotics trade.

4 https://sites.duke.edu/northerntrianglepolicy/2019/05/15/drug-trafficking-and-violence-in-the-northern-
triangle/

5 https://www.loc.gov/rr/frd/pdf-files/TerrOrgCrime TBA.pdf

6 https://ustr.gov/sites/default/files/files/agreements/FTA/USMCA/Text/27 Anticorruption.pdf

7 https://www.rfa.org/english/news/korea/illiteracy-11252020000636.html

8 https://nces.ed.gov/fastfacts/display.asp?id=69
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However, like all tech, blockchain is just a tool, like a hammer. It can be used to build
beautiful things, but can also be used to cause great harm. This moment in time is very
similar to the 1990s when the internet began rolling out. There was so much optimism
about it that we failed to seize the moment and lead with clear regulatory guidelines or
strategic goals at home or abroad for the development and use of the internet.
Authoritarian governments around the world seized the moment, and they are still hard at
work developing ways to exploit these technologies for their own survival.

Finally, on any subject, accurate aggregate data allows individual people to make better and
more productive decisions about the future for themselves, their communities, and
ultimately the world. Too often people confuse transparency with the work of investigative
journalists and others who seek to find data points that “expose” or “shine light” on
something they think is bad. Of course, there will always be a place for a free press in
democracy and by no means do | mean to denigrate the work of investigative journalists,
but like clockwork this approach regularly degenerates into partisan fighting, and worse yet,
generates few systemic reforms.

CONCLUSION

The entire approach to international anticorruption efforts and the illicit narcotics trade
needs some work. Plans are needed to slowly shift away from a focus on exposing bad
actors and seizing drugs to one that empowers people with economic opportunities and
credible information using new technologies like blockchain and crypto. A clear regulatory
framework and more research and development could spur this transformation along at
amazing speed. The most impressive and cost-effective point here is that the only cost of
entry to this new technology is a cell phone and an internet connection.

Another point to consider: Public opinion and laws surrounding marijuana are rapidly
changing in many parts of the world, including the U.S. Many people, governments and
businesses believe that the United States will eventually fully decriminalize the drug. In the
eventuality that this might happen, it might be prudent to begin making plans across the
entire federal government for rapidly shifting resources from anti-marijuana law
enforcement efforts to disrupting cocaine, methamphetamine, heroin, and fentanyl supply
chains.

Finally, one of the greatest causes of drug abuse, trafficking, and corruption is poverty. For
example, the police in Mexico and many countries are paid very little, making it a difficult
choice for some to decline or accept a bribe. Encouraging livable remuneration could help.
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