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EXECUTI VE SUWVARY

Gangsters fromthe fornmer Soviet Union have established a
strong and abiding presence in the New York/New Jersey/
Pennsyl vania region, engaging in a wide array of crines that
range from sophisticated financial frauds to narcotics
trafficking to nurder. Evidence also shows that nenbers of
di sparate Russian-em gre crime groups here have the potential to
devel op into one of the nost form dable organized crinme
chal I enges to | aw enforcenent since the advent of La Cosa Nostra.

These are anpbng the key findings of the Tri-State Joint
Sovi et-Em gre O ganized Crine Project, a cooperative research and
investigative effort |launched four years ago by four agencies in
New York, New Jersey and Pennsylvania - the New York Organized
Crinme Task Force, the New York State Commi ssion of I|nvestigation
t he New Jersey State Conmission of Investigation and the
Pennsyl vania Crime Conm ssion. Investigative agents and staff
from these agencies conducted the project in conjunction wth
crimnal justice experts from Rutgers University.

The Project's report presents the first conprehensive public
assessnment of the threat posed to this region by crimnal
el enents emanating fromwi thin the former Soviet Union.

The report catalogues the history and growth of Russian-
emgre crime networks, fromtheir core base in the Brighton Beach
section of Brooklyn to their current reach well beyond the New
York nmetropolitan area into the counties of central New Jersey
and the suburbs of Philadelphia. One of the npst troubling
aspects is evidence of |links between individuals here and
crimnal elenents in the fornmer Soviet Union, a phenonmenon that
lends a disturbing and conplex international dinmension to this
energi ng donestic | aw enforcenent probl em

The range of crimnal and illicit activities |linked to these
groups is inpressive. The Project report details Russian-emgre
involverrent in a variety of highly sophisticated frauds and
confi dence schenes, financial crines, including noney |aundering,
counterfeiting and securities fraud, narcotics trafficking and an
assortnment of vice crines.

Russian-emigre crimnals are no strangers to violence
ei t her. Project investigators gathered information regarding



nmore than seventy nurders or attenpted nurders committed since

1981 involving Russian emgres. |In each instance, the evidence
suggests a |link to ongoing crimnal activity. Many of the
hom ci des appeared to have been well - pl anned. In sone cases,

assassins were used to commt them

A primary issue exam ned by the Project was whether, given
the scope and growth of crimnal activities linked to Russian-
emgre groups in this region, they have developed a Ilevel of
structure and organization of the sort that enabled other crine
groups, such as La Cosa Nostra, to flourish for nuch of this
century. This issue is inportant because an accurate picture 1is
necessary to define and shape an effective response by the |aw
enf orcenent communi ty.

Based wupon its investigation, the Project concludes that

Russian-emgre crimnals do indeed constitute a r eal and
identifiable crime threat in the United States, particularly in
this region - albeit one that is still evolving. Al |l i ances
between Russian crimnals and their LCN counterparts, for
exanpl e, already have been engi neered, as evidenced in a nunber
of recent motor-fuel tax fraud investigations. G ven the

sophi sticated nature of their crimnal activities, as well as the
ext ensi ve pl anning and coordination that those activities
require, it may be only a matter of tinme before the Russian-
emgre crime threat beconmes even nore critical

l. THE TRI - STATE JO NT SOVI ET- EM GRE
ORGANI ZED CRI ME PRQJECT

The Tri-State Joint Soviet-emgrel Organized Crine Project
(the "Project") commenced on March 1, 1992, as a two-year joint
intelligence and investigative/prosecutive effort by the New York
State Organized Crine Task Force, the New York State Conm ssion
of I nvesti gati on, t he New Jersey State Commi ssi on of
I nvestigation and the Pennsyl vania Crine Comm ssion. 2 The goa
of this effort was to identify the nature and extent of Russian-
emigre crinme within the tri-state region of New York, New Jersey
and Pennsylvania in order to assist law enforcenent in its
ongoing effort to conbat the threat of organized crine. In
furtherance of this goal, the Project set out to gather and
analyze intelligence information about Russian-emngre crine
within the area through research, investigative effort and the
creation of an informational database.

The participating agencies assigned a total of six to eight
i nvestigators, supported by attorneys and analysts, to the

Project staff. Staff nenbers were responsible for gathering
i nformati on and intelligence wi thin their respective
jurisdictions and for initiating investigations whenever

warranted. Project staff net on a bi-nonthly basis to report on
investigative results, discuss and exchange ideas, and plan
future investigative strategies.

To assist the Project staff, a police officer on |loan from



the Belarus Mnistry of Internal Affairs was hired for a two-year
period to develop informants within | ocal Russian communities and
serve as a liaison with | aw enforcenent agencies in the forner
Soviet Union. In addition, the officer assisted the Project by
regularly review ng |ocal Russian newspapers, providing insight
on Russian custons and traditions, and assisting in t he
pronunci ation and spelling of Russian words and nanes.3 The
Project was further augmented by a grant provided by the National
Institute of Justice to a Rutgers University, School of Crimnal
Justice, research team Menbers of this research teamtook part
in Project neetings and assisted Project staff by analyzing the
Project's database of accunul ated information regarding Russian-
em gre crinme.

Fueled by a growi ng perception within the |aw enforcenent
comunity that Russian-emgre crinme has becone a nore serious
problem in the United States since the collapse of the Soviet
Union and the expansion of the European Common Market, the
Project directed its efforts at identifying the nature and
di mensions of Russian-emigre crine in the tri-state ar ea.
Project staff sought to: 1) determne the extent to which

Russi an-
emgre crinme is organized, 2) ascertain whether any type of
structure exists within the Russian-em gre crimnal community, 3)
identify the nmethods and techni ques Russian emgres use to carry
out their crimnal activities, and 4) define the relationships
mai ntained wth other crimnal groups operating in the United
States or abroad.

As part of their efforts, Project staff conducted extensive
interviews with various | aw enforcenent personnel involved in the
investigation and prosecution of Russian-enigre crinme and
reviewed records pertaining to the arrests and prosecutions of
Russian-emgre crimnals. The staff also gathered and reviewed

public information concerning Russian-emgre crime, including
government publications, public hearing records, and newspaper
and magazi ne articles, and conduct ed i ntervi ews with

academni ci ans, journalists, authors, businessnmen and residents of
the region's predom nantly Russian communities. Conventional |aw

enf or cenent t echni ques, such as surveil |l ance, i nf or mant
devel opnent and tel ephone toll analysis, were also enployed to
gather information about Russian emgres known to be, or

suspect ed of being, engaged in crinmne.

Additional information was developed by the Rut ger s
University research teamwhich, in collaboration wth Project
staff, conducted a nati onwi de survey of |aw enforcenent agencies
to determ ne what experience, if any, |aw enforcenment across the
country was having with Russian-em gre crinme. The response to
this survey, which is described in greater detail in Appendix C,
was overwhel m ng. The research teamreceived nearly five hundred
survey responses from various federal, state, county and
muni ci pal agencies. Many respondents indicated their agencies
had at |east sone contact with Russian-emgre crimmnals and
nearly half of those considered Russian-emgre crine to be a



major |law enforcenent problemin their area. Based on this
i nformation, Project staff concluded that Russian-emgre crine in
this country is nore wi despread than originally suspected.

In gathering the informati on descri bed above, the Project
was forced to overcome several problens. For exanple, it is
widely recognized wthin the law enforcenent comunity that
i nformant devel oprment within any inmgrant community is extremely
difficult.4 Having lived in a society ruled by an oppressive
government, Russian emgres tend to be inherently distrustful of
government and, generally, are nore reluctant than nobst other
emgre groups to speak wth or seek assistance from |aw
enf orcenent. 5 Thus, voluntary cooperation from the Russian-
em gre conmmunity is frequently m ninal

Mor eover, opportunities to obtain information from Russian
emgres are further hanpered by the lack of Russian speaking
police officers. Mbst |aw enforcenent agents investigating
Russi an-em gre crine do not speak Russian and are unfamliar with
the peculiarities of the |language, such as the wuse of the
Cyrillic alphabet, the femnization of surnanes, and t he
inversion of birth dates. This often results in inaccurate
recording of biographic data. In addition, interviews of
Russi ans who are suspects, w tnesses, or victins of crine often
require the wuse of translators wth varying skill |evels.
Informati on obtained fromthese persons, which mnmight otherw se
provide insight into the workings of Russian-enmgre crimnal
enterprises, is, therefore, often imted or obscured.

Furthernmore, Russian emigres tend to be highly educated.
Those who engage in crinme are very resourceful and sophisticated
in their nmethods of operation.6 They often carry fal se
identification docunents or use variations of the spelling of
their nanmes to conceal past crimnal histories and/or facilitate
present crimnal conduct. These tactics, coupled with a
transitory lifestyle, nmake identification and apprehension of
Russi an-em gre crimnals an arduous task.7

Not wi t hst andi ng t hese difficulties, Proj ect staff
constructed a computeri zed database to store i nformation
regarding Russian-emgre crinme. The database, which represents
an accumulation of all information obtained by the Project,
presently contains the nanes of over four thousand persons and
busi nesses. These nanes have been periodically reviewed to
el im nate duplicates caused by the probl ens descri bed above.

Analysis of the information in the database has permtted
Project staff to identify relationships among crimnals wthin
the various Russian-emigre comunities in the tri-state area as
wel | as between Russian crimnals operating in different
conmuni ti es. For instance, tel ephone toll records obtained and
anal yzed by Project staff revealed a high | evel of conmunication
bet ween Russian-emigre crimnals in Brighton Beach, Brooklyn, and
nort heast Phil adel phia, Pennsylvania. The database has al so been
an invaluable aid to numerous | aw enforcenent agencies in their



i nvestigations of Russian-emigre crine. To date, the Project has
taken part in or assisted nore than thirty-five international
federal, state, county and I ocal i nvestigations of Russian
em gres. Several of these have resulted in the indictnent and
convi ction of Russian-emgre crimnals.8

The Project's success in assisting these other agencies can
also be attributed, in part, to the liaison developed between
Proj ect staff and |law enforcenment agencies in t he new
Commonweal th of [Independent States (the "CS"). This uni que
rel ati onship has enabled the Project to obtain information which
ot herwi se would have been unavailable. The Project intends to
continue to maintain the database and provi de assistance to |aw
enf orcenent agenci es investigating Russian-em gre crinme by making
the information in the database avail abl e upon request.

I'l. RUSSIAN-EM GRE CRIME IN THE TRI - STATE AREA

During the first two decades of the twentieth century, nore
than two and one-half mllion Russians entered this country al ong
with mllions of other European immgrants.9 This first large
wave of Russian inmgration slowed dramatically, however, after
the 1917 Bol shevik Revolution. Since then, the rate of Russian
immgration into the United States has depended | argely upon the

political relationship between the two countries. VWhen the
United States and Soviet Union were allied against Germany during
Wrld War 11, many Russians were able to | eave the Sovi et Union.

During the Cold War period i nrediately follow ng the concl usi on
of the war, however, Russian em gration was again stifled as
Sovi et |eaders closed the "lIron Curtain" and permtted few people
to | eave that country.

Russian em gration remained at a low level until the early
1970s when the Soviet governnment |iberalized its emgration
policy and permtted certain citizens to |l eave the country. The
first wave of emgres consisted mainly of Soviet-Jews fleeing
religious persecution, nost of whomenigrated to Israel or the
United States After that, the nunber of Russians permitted to
em grate rose steadily as the Soviet Union, nearing its coll apse,
began to ease travel and emigration restrictions.

The tri-state region of New York, New Jersey and
Pennsyl vania has |ong been one of the top areas in the United
States for the relocation of Russian emigres. In New York City,
Russian emigres settled predomnantly in Brighton Beach, the
ol dest and nost prom nent Russian community in the United States
A long-tine, working-class Jewi sh community | ocated near Coney
Island in the southern part of Brooklyn, Brighton Beach is
currently hone to about 30,000 Russian emi gres.10 Phil adel phia's
Russian conmunity is located in the northeast section of the city
near Bustl|eton Avenue.

By the m d-1980s, as the Russian comunities in New York and
Phi | adel phia were starting to becone crowded, Russian emgres
began to nove out of the cities and into the surrounding areas.



From New York, they noved eastward into Nassau and Suffolk
Counties on Long Island, and westward into Essex, Bergen,
M ddl esex and Monnouth Counties in New Jersey. 11 At the sanme
time, Russian em gres began to popul ate several counties outside

Phi | adel phi a, i ncluding Bucks and Montgonery Counti es in
Pennsyl vani a, and Canden and Burlington Counties in New Jersey. 12
Si nul taneously, |aw enforcenent agents began to see increasing
evidence of Russian-emigre crine within these communities. The

specific nature and seriousness of this crimnal activity and the
degree to which it mght be organized were, at the time, largely
unknown.

Prior to the m d-1980s, few | aw enforcenent agencies in the
tri-state region had taken notice of the growing problem of
Russian-emgre crime. The scant information then available in
records nmaintained by these agencies reflected the lack of any
serious dedication to the problem Agencies which sought to
attack the problemcould barely afford to assign nore than one
detective to the task of tracking Russian-emgre crimnals.
Those assigned often were provided with little assistance while
facing formdable investigative roadblocks simlar to those
encountered by Project staff.

Much of the information available at that tinme concerned the
nunber and size of |ocal Russian organized crine groups. Various
federal agencies reported that twelve Russian-emgre crinme
groups, wth an estinmated nenbershi p of between 400-500 persons,
were operating in New York City, while the New York Police
Departnent |isted about 500 Russian em gres as being suspected of
crimnal activities.13 At the sane time, the Phil adel phia Police
Departnent had identified about fifty Russian-em gre crimnals, 14
many of whom traveled regularly between New York Gty and
Phi | adel phi a. 15

Simlarly, Russian-emigre crinme in the United States

attracted little academc attention. Prior to 1992, there had
been only one serious study of Russian-emigre crinme in the United
St ates. In 1986, Lydia Rosner, a professor at the John Jay

College of Crimnal Justice in New York City, published a book
about Russian-emgre crine based upon a four-year study of crine
in Brighton Beach.16 1In her book, Rosner stated that a "vast
amount of at least informally organized crinme" existed in
Brighton Beach. 17 She attributed this crinme to networks of
i nterconnected crimnals acting in conjunction wth each other. 18
Rosner did not, however, attenpt to determ ne whether the crine
she had uncovered was part of a structured network of national or
international crimnal activities, or whether it was being
controlled by persons in the United States or the Sovi et Union.

As Russian-em gre crime increased, |aw enforcenent agencies
in the tri-state region and across the nation realized they
needed to evaluate this growing problem Although the crimnal
activities attributed to Russian emgres included such comon
predatory street crinmes as burglary, robbery, theft, arson
prostitution and lowlevel narcotics trafficking, they also



i ncluded mnmurder and a nunber of nore conplex and sophisticated
crinmes. Russi an-emigre crimnals were linked to forgery,
counterfeiting, tax and insurance fraud, confidence schenes and
sophi sticated extortions. Sonme forged ties with nenbers of La
Cosa Nostra. Russian-emigre crinmnals were associated in various
ways with the Col onbo, Ganmbi no, Genovese and Lucchese famlies in
New York and New Jersey. 19

The relatively few United States | aw enforcenent agencies
that had concerned thenselves with this issue offered varying
expl anat i ons for the energence of Russian-emgre crimna
activity. One was that Soviet officials had intentionally
released crimnals fromits prisons and commngled them wth
Jewi sh-em gres permtted to | eave the Soviet Union in the md-
1970s. 20 Anot her was that menbers of organized crinme groups in
QOdessa, UWkraine, had snuggl ed thensel ves out of the country by
assumng the identities of Soviet-Jews who were either dead or in
jail.21 Still another explanation offered was that the Sovi et
intelligence agency, the KGB, allowed the crimnals to emgrate
so as to wundermne legitimte Russian communities in other
countries and make themunattractive to Soviet citizens. 22 For
several reasons, all of these explanations proved i nadequate.

First, each assunes that Russian-emigre crine in the United
States is largely a product of a professional crimnal class that
has inported its crimnal ways onto our shores. Several of the
crimnals known to have operated in Brighton Beach during the
1980s and 1990s, such as Evsei Agron, Marat Balagula, Em|l
Puzyretski and Boris Nayfeld, provide support for this assertion
as they were, in fact, products of the Soviet prison system
Nevert hel ess, the actual nunmber of known Russian-emi gre crimnals
who entered the United States in the 1970s and 1980s, either with
or wthout the consent of Soviet officials, was relatively small
and, in general, their crimes have been very |I|ocalized.?23 No
matter how aggressive or vicious they may be individually, they
have neither the critical mass nor the crimnal sophistication to
create a major local or regional threat, nmuch [ ess a national or
i nternati onal one.

Second, none of the explanations take into account the
effect which the collapse of the Soviet Union has had in the
United States. History has shown that the growth of organized
crime in any comunity is invariably linked to the recent
mgration into that community by ethnic groups having weak ties
to t he dom nant political «culture.?24 Duri ng t he years
i mredi ately prior to, and even nore so after the collapse of the
Sovi et Union, the nunber of persons permtted to emgrate to the

Uni t ed St ates from former Sovi et republics i ncreased
dramatically. For exanple, in 1992, 129,500 non-inm grant visas
were issued to persons from Russia, Belarus and Ukraine. In

1988, just four years earlier, only 3,000 such visas were
i ssued. 25

Currently, about 350,000 Russian emigres reside in the
United States,26 as conpared to about 75,000 just ten years



ago. 27 Mich of this growi ng population is concentrated in a few
cities |like New York and Phil adel phia. 1In addition, it has been
estimated that a | arge nunber of Russian em gres have over-stayed
their wvisitors' visas and are living illegally in the United
St at es. 28 Thus, the rise in crine in Russian-emgre comunities
is mnore likely attributable to the increased nunbers of Russians
living in this country than to a snmall nunber of violent
crim nal s.

Finally, the proponents of these explanations fail to
recogni ze and understand the peculiarities of the societal
environnent of the Soviet Union. As is true in all societies,
peopl e are conditioned by the noral, social and economc
environnent in which they live. Soviet citizens were reared by a
government which, although unable to adequately provide basic
necessities for its people, lavishly rewarded high-ranking and
| oyal menbers of its dominant political party. Thus, to survive,
many Soviet citizens were forced to find ways to "beat the
systent w thout getting caught.29 Actions such as bribing an
official to do a favor, paying a premumto obtain desired goods,
or buying necessities fromblack market sal esnmen becane common
practices accepted by the general population as necessary for
survival . Consequently, many Russian em gres are well-school ed
in this type of behavior.

Lydia Rosner observed that "immgration from the Soviet
Uni on brought to Anerica's shores many people for whomcrine [is]
but ordinary behavior."30 According to Rosner, sone Russian
emgres are crimnals who, out of necessity, manipulate the
system in order to survive. They do not consider thenselves to
be crimnals, even though they regularly break the | aw O hers
are professional crimnals, those already pointed to as the core
of Russian crinme in the United States. Both types know very well
how to skirt the bureaucracy and adapt governnental services for

private gain. This is not to suggest that all Russian emgres
either cane to the United States for the purpose of commtting
crimes or became crimnals after arriving. It does suggest,

however, that the potential crime problem should not be
considered as being limted to the professional crimnals.

Crime in general, and organized crinme in particular, have
traditionally provided routes of upward nobility for immgrants
in the United States31 |Inmmgrants who turned to crinme often did
so out of frustration at being bl ocked from other avenues for
advancenent. Russian em gres differ considerably, however, from
prior immgrant groups in their ability to take advantage of both
legitimate and illegitimate routes to success. 32 Unli ke the
farmers and wunskilled |aborers who conprised the majority of
earlier immgrations to this country, Russian emgres are
generally wurban in origin, well-educated, and industrially and
technol ogically skilled.33 Despite a |anguage barrier, they have
mar ketable skills and have not been closed off from the
legitimate | adders of upward nmobility.

In sum Russian-emgre crinme in the United States did not



grow out of the same cultural alienation and econom c disparity
experienced by other imm grant groups. Russian-emigre crimnals
did not begin their crimnal careers as nenbers of adol escent

street gangs in ethnic ghettos, as did many |Irish, Italian
Jewi sh, African-Anerican, Latino, and, nore recently, Chinese and
Vi et nanmese crimnals. Instead, they engage in a variety of

frauds, scans and sw ndl es because those are the kinds of crines
that nost closely build upon their previous experience in the
former Soviet Union. Unlike their ethnic predecessors in crinme,
Russian enmigres do not have to go through any devel opnental or
learning process to break into the crimnal world in this
country. They are able to begin operating alnost imediately
upon their arrival.

I11. THE NATURE OF RUSSI AN- EM GRE CRI ME

One of the central challenges facing the Project was gaining
an understandi ng of the underlying nature of the types of crines
commtted by Russian em gres. Analysis of the information
gathered by Project staff reveals that Russian emgres are
involved in a broad variety of crinmes ranging fromsinple theft
to sophisticated fraud to nurder. Sonme of these crinmes are being
commtted by individual crimnals while others bear sone indicia
of organized crimnal activity. As illustrated by the exanples
set forth below, Russian-emgre crines often involve extensive
pl anning wi thin varyi ng networks of individuals.

Crinmes of Deception

Project staff found that the nost comon types of crine
being commtted by Russian em gres are those which involve somne
form of deception.34 Many of these crimes, such as jewelry
switching, are sinple scans perpetrated by |lowlevel, street
crimnals. G hers, such as insurance fraud, are nuch nore
conpl ex and sophisticated. To succeed, conplex crinmes require a
gr eat deal of coordination anbng crimnals, as wel | as
infiltration of legitinmate areas of the econony.

Mbt or Fuel Tax Fraud

The Ilargest and nost publicized frauds involving Russian

em gres have been notor fuel tax scams -- frauds in which the
perpetrators sell and resell gasoline and diesel fuel wthout
paying required excise taxes.35 These frauds have cost the
governnment an estimated $1 billion annually in lost tax revenues

during the | ast decade. Mich of this nmoney has been diverted to
La Cosa Nostra and its Russian-em gre partners. 36

Prior to 1982, New York State required individual gas
stations to be responsible for the collection of fuel taxes.
Many of the stations, however, sold their fuel, failed to pay the
required taxes, and then either went out of business or changed
corporate ownership before revenue officials were able to coll ect
the taxes due. To end this practice, New York shifted tax
collection responsibility fromretailer to wholesaler. Lost tax



revenues continued, though, as unscrupulous crimnals quickly
identified a way to take advantage of the new |law. The estimted
nati onal average of federal, state and sales tax for gasoline is
40. 35 cents a gal lon. 37

Li censed fuel conpani es began to purchase bul k fuel and nove
it through bogus "sales" to a series of dumy wholesale
compani es. This created what cane to be known as a "daisy
chain. " The fuels never actually noved. The dunmy conpanies
sinmply filed invoices with the governnment, along with fraudul ent
tax exenption fornms, stating that the conpany had bought and sold
fuel. One of the dummy compani es al ong the daisy chain was a
"burn conpany” which was ostensibly responsible for paying the
taxes but which, instead, went out of business wthout doing so.
Revenue collectors were left with a conplex trail of paper that
led to a dead end.

In New Jersey, the nost significant notor fuel tax scans
i nvol ve the purchase and sale of diesel fuel, which is wused to
power diesel engines in trucks and other vehicles. Diesel fue
is virtually identical in chem cal conposition to hone heating
oil.38 At the refinery, both diesel fuel and heating oil are
desi gnated as number two fuel. Wen purchased for resale as hone
heating oil, the fuel is not taxable. Wen purchased as diesel
fuel, however, it 1is subject to state and federal notor fue
exci se taxes.

Russi an-em gre crimnals and other scamartists have found

vari ous ways to take advantage of this distinction. Typical ly,
tax evaders buy nunmber two fuel and sell it as diesel fuel to
retailers, at a price that includes state and federal taxes,
without remtting the taxes to the governnent. Sonetinmes, a

daisy chain is used to commt the scamand the fuel is sold to
several dummy companies, all or some of which file falsified

invoices indicating the required taxes have been paid. O her
times, scam operators sinply purchase non-taxable heating oil and
sell it as diesel fuel. Ei ther way, the opportunity for illicit
gain is great. In New Jersey, the total tax due on the sale of

diesel fuel is 41.9 cents per gallon. 39

Recently, the State of New Jersey recognized its notor fue
tax law needed revision. Prior to July 1, 1992, state |aw
required that whol esalers collect notor fuel excise taxes. New
Jersey's legislature changed this, however, in response to
recommendations that resulted froma New Jersey State Conm ssion
of Investigation public hearing in the fall of 1991. State |[|aw
now mandates that retail sellers of diesel fuel <collect the
requi red taxes. 40

The daisy chain scamnot only costs the governnent a great
deal of noney but has the added effect of forcing many legitimte
fuel wholesalers and retailers out of business. This is because
the wunpaid federal and state taxes are not entirely pocketed by
the perpetrators of this fraud. Rather, a percentage of these
illicit profits, in the formof |ower wholesale prices, is passed



on to retailers who take part in the scam Legitimate fue
retailers are unable to conpete with the |ower prices offered by
t he boot| eggers.

The self-admitted originator of the daisy chain fraud was
Lawrence lorizzo, a Long Island businessman. In the early 1980s,
lorizzo began selling untaxed notor fuel through whol esale and
retail conpani es he owned. In 1981, lorizzo's businesses were
threatened by a |I|ocal gang of thugs and he contacted Col onbo
crime famly nenber Mchael Franzese for help. In return for
protection from La Cosa Nostra, lorizzo offered Franzese a
partnership in the profitable business of selling unt axed
gasoline. 41

Cont enpor aneous wi th the devel opnent of the lorizzo/ Franzese
partnership, Mchael Markowitz, a Rumanian, was running his own
dai sy chain operation in Brooklyn. In addition, several Russian
emgres were also running fuel scans. When the Markowitz
operation became the subject of scrutiny by aut horiti es,
Markowitz found it necessary to align his network wth the
lorizzo/ Franzese operation. Eventually, all the daisy chain
operations in the New York area, many of which involved Russian
em gres, came under control of La Cosa Nostra, which regul ated
the operations as a cartel, nediated disputes between nenbers,
and appropriated a percentage of the profits42. The fuel tax
scam gradual | y expanded beyond the New York-New Jersey market to
Pennsyl vani a, GChio, Texas, California, Georgia and Florida.43

During the past few years, a nunmber of joint investigations
by the Internal Revenue Service, Federal Bureau of |nvestigation
and various state agencies have focused on notor fuel tax
evasi on. These investigations have led to the indictnent and
conviction of numerous Russian emigres fromthe tri-state region.
In April 1993, a federal grand jury indicted fifteen individuals
and two businesses involved in a $15 nmillion Pennsylvania tax
fraud scam 44 That sane year, simlar indictnments were brought
in New Jersey, where the federal governnment charged six Russian
em gres and several menbers of La Cosa Nostra in connection with

a $60 million notor fuel tax scam 45 and New York, where eighteen
i ndividuals, including five Russian emgres, were charged in
connection wth a $34 mllion gas tax scam46 In 1995, twenty-

five defendants, including fifteen Russian enigres, were charged
in a federal indictnent filed in New Jersey with defrauding the
governnment of nore than $140 million in fuel tax.47

| nsurance and Entitl enent Fraud

I nsur ance fraud is another conplex crinme frequently
commtted by Russian-emigre crimnals. One of the [argest
medi cal insurance frauds ever perpetrated in the United States
was masterm nded by a group of Russian emigres in California
during the mddle to |late 1980s. Led by M chael Snmushkevich, the
group set up phony nedical clinics and nobile | aboratories and
solicited patients wth prom ses of free physical exan nations
and di agnostic tests. The group then submtted fraudulent bills,



supported by falsified nmedical reports and treatnent fornms, to
i nsurance conpanies indicating that the clinics had provided
medi cal services prescribed by doctors. Before being caught in
1991 by federal agents, the group had defrauded California
i nsurance conpani es of over $50 million.

The npst inpressive aspect of this insurance scamwas the
magni tude of the operation. The group set up nore than 250

medi cal clinics and | abs, enployed dozens of doctors,
technicians, clerical workers and admnistrative per sonnel ,
submtted thousands of clains totalling over $1 billion, and
|l aundered illicit proceeds through 500 different shell conpanies

and foreign banks. The group was so brazen that when clains were
rejected, they were often re-billed under a different <clinic
nane. In 1991, Snushkevich, his wife and brother, and ten others
wer e i ndi ct ed for racketeering, nmail fraud and nmoney
| aunderi ng. 48

Russi an-em gre i nsurance fraud schenmes have not been [inmted

to nedical coverage. |In the early 1990s, a group of Russian
em gres in Pennsylvania perpetrated an insurance scam in which
t hey staged auto accidents and subnmitted over $1 million in phony

clainms to various insurance conpanies. The scamwas orchestrated
by Al exander Zaverukha who, along with his business partner
Victor Tsan, owned a nedical clinic in Bucks County, Pa.
Zaverukha recruited other Russian emgres to take part in the
scam then set up eight different traffic accidents and brought
the "injured" parties to his clinic where they were treated for
non-exi stent injuries. Zaverukha, Tsan and seven other persons,
including a doctor who worked at the clinic, were indicted in
1995 by a federal grand jury. 49

Government entitlenent prograns such as Medicare and
Medi caid have al so been the target of Russian-em gre crimnals.
These prograns have reported nunerous incidents of fraud
involving the submission of bills for services or nerchandi se
that were never provided. The subm ssions range from nmedica
exam nations to transportation in anbulettes to the purchase of

medi cal equi pnment . In 1986, thirteen Russi an em gres
fraudulently netted thousands of dollars by selling cheap shoes
to Medicare recipients and then billing Medicare for the purchase

of expensive orthopedi ¢ shoes. 50

Simlarly, a Russian-emgre in Pennsylvania tried to defraud
the United States Food Stanp Program Peter Cherepinsky, a
resident of Philadel phia who owned a food store in Pennsauken,
N.J., purchased $45, 000 worth of fraudul ently obtained food stanp
coupons at a discount price and then deposited the coupons into
his business checking account. Cherepinsky was indicted in
connection with this scamin 1993. 51

Confi dence Schenes

There al so have been many incidents in cities throughout the
United States involving Russian-emigre crimnals engaging in



various types of confidence schenes. In many cases, the victins
of the schenes have al so been Russian. Most of the schenmes are
common scans such as jewelry switching, in which the perpetrator
offers to inspect or appraise the victims jewelry and then
substitutes an inexpensive piece for the real one during the
i nspecti on. Phi | adel phia Police Departnent intelligence files
indicate that, in 1981, the city's jewelry district suffered a
rash of gem scans purportedly conmtted by a group of Russian

em gres. The nost egregi ous scaminvolved the theft of $80, 000
worth of dianmonds in which the perpetrator allegedly substituted
di anond "l ook-alikes" for real gens. This case was never

prosecuted as the victimsubsequently w thdrew the conpl ai nt.52

A recently uncovered scam underscores the ability of
Russi an-

emgre crimnals to identify and take advantage of weaknesses in
wor kpl ace security systens. In Septenber 1995, Bella Jakubovicz
and Asya Drubich were indicted by a federal grand jury in
Brooklyn for allegedly participating in the theft of over $35
mllion worth of jewelry fromtheir enployer, NG Precious
Metal s, a Manhattan jewelry manufacturer. The indictnment alleges
that the wonen, who emigrated to the United States from the
Soviet Union in the early 1980s, would arrive at work before the
conpany's netal detectors were activated, steal bracelets and
other jewelry, hide themin the conmpany | ocker room and then
return to work. The stolen goods were eventually sold to a fence
for cash which was deposited in several Swiss bank accounts.
Al though NG Precious Metals went out of business in 1990
authorities were unable to charge the two wonen wuntil recently
because of the difficulties involved in obtaining Sw ss bank
records. 53

Many Russi an-em gre confidence schenes have internationa
aspects. Project staff menmbers are currently participating in
three separate investigations involving contractual agreenents
between parties in the United States and representatives of
governments or private conpanies in various parts of the forner
Sovi et  Uni on. Each contract involves a multimllion dollar
purchase of United States goods or technology. The purchases are
either made fromUnited States conpanies, or by United States
conpani es on behalf of the buyers. |In either case, the United
States conpanies, which are managed or influenced by Russian
em gres, require a sizable portion of the contract price prior to
producing or delivering the product. Once paid, the conpanies
subsequently default or disappear prior to fulfilling t he
contract, |leaving the foreign entity without its purchase and
with little recourse.

One of these investigations has recently resulted in the
i ndi ctment of a group of Russian enmigres who allegedly stole nore
than $5.7 mllion fromtwenty-four Russian businesses and a
charity set up to aid victins of the 1986 Chernobyl nuclear
accident. In March 1996, Lev Breskin and Al exander Korogodsky of
New Jersey, and Yakov Portnov and George Yosifian of New York
City, were charged in a federal indictnent with conspiracy, wre



fraud and noney | aundering.54 The indictnment charges that, in
January 1992, the nen set up a phony wholesale conpany in
Manhattan and then attended a trade expo in Russia where they net
custoners seeking to purchase various United States products,
such as conputers, nedicine and coffee, which are not readily

available in that country. The nmen requested full paynment in
advance of the purchases but prom sed to deliver the products at
very low prices. It is alleged that, after receiving the noney,

no goods were ever delivered to the victins.
Counterfeiting

Counterfeiting is another crime of deception in which
Russian enigres have been active. The Project has participated
in several investigations of Russian emigres involved in the
production of counterfeit credit cards. In addition, Russian
em gres have been found to be expert counterfeiters of checks,
passports, visas, and other types of identification docunents.
Research by Project staff has reveal ed there are well-established
markets for these products within the | ocal Russian conmunities
and that Russian em gres are now supplying other crimnals wth
their products.

Counterfeiting of credit cards usually involves altering the
magnetic strip on the back of a card. The counterfeiters first
obtain account information from legitimate credit cards by
stealing legitimate cards, obtaining credit card receipts from
di shonest vendors, or copying account nunbers whil e peeking over
the shoul der of unsuspecting credit card users. The legitimte
account information is then encoded onto the magnetic strip of
anot her card. This my be a stolen card, a card which has
exceeded its credit limt, or a bogus card produced by the
counterfeiters.55

The card is then used to buy goods froman unsuspecting
vendor or a vendor operating in collusion with the perpetrators.
When the vendor slides the card through a magnetic reader,
information fromthe legitimte account encoded on the nmagnetic
strip is transmitted to the credit card issuer. Unaware that a
bogus card is being used in the transaction, the issuer
aut hori zes the purchase and the goods are charged to the account
of the legitimate credit card holder. Although the issuer also
transmts the nunber of the account which has been charged for
the purchase, there is little chance that the counterfeiter wll
be caught even if the vendor is not part of the scam Cashi ers
rarely match the account nunber transmitted by the issuer to the
account nunber on the <credit card. As long as the issuer
aut hori zes the purchase, nost vendors will only verify that the
card and recei pt signatures match

Project staff encountered several cases of Russian-emgre

counterfeiting. In August 1989, four Russian emgres were
indicted for, and later convicted of, manufacturing, possessing
and selling $17 mllion worth of counterfeit United States

currency and $4 mllion worth of bogus traveler's checks. A



fifth conspirator, Roman Kol onpar is presently a fugitive. The
money and checks had been circulated in New York, Chicago, Los
Angel es and Pol and. 56

Anot her case involved a group of Russian emigres who sold
counterfeit <credit <cards. The cards, which were printed in
Israel and enbossed in the United States, were sold to Russian
em gres in Brighton Beach. The operation, while successful for a
time, did not produce high-quality cards. For exanple, Visa
cards nmanufactured by the group displayed a hol ogramof a hawk
rather than the "Visa dove" and the cards contained obvious

m sspellings of the words printed on the reverse side. Menber s
of this group were arrested by the United States Secret Service
in 1992. The Project database was instrunental in identifying

the group's printer in Israel who was arrested by Israeli Police
i n Novenber 1992.

In the early 1990s, Al exander Senmenov and several other
Russian emigres wused re-encoded credit cards to purchase nore
t han $120, 000 worth of goods in New York, Pennsylvania,
Massachusetts, Illinois and California. Upon arrest in 1993 by
the United States Secret Service, Senenov tried to conceal his
true identity by changing the spelling of his nane and his
bi ographical information. Using information fromthe Project's
dat abase, however, Project staff were able to connect him to
other incidents of credit card fraud.

Violent Crimes

Like others who operate in the underworld, Russian-emgre
crimnals have enpl oyed violence in furtherance of their crim nal
pursuits or as a neans of settling disputes. Russi an-em gre
crimnals have been inplicated in numerous murders, attenpted
murders, assaults and extortions. |In nost instances, police
investigating the incidents have been wunable to find any
Wi tnesses to the crinmnes. Wtnesses who were |ocated and
interviewed, including victins, often refused to cooperate.

Hom ci de/ Att enpt ed Homi ci de

Pr oj ect investigators and staff gathered information
regarding nmore than seventy nurders and attenpted mur der s
involving Russian emgres commtted since 1981.57 Al'l  suggest
that the victim perpetrator or both were involved in ongoing
crimnal activity. Many of the victins were known crimnals who
had a prior crimnal relationship with either the person who

attacked themor the person who ordered the attack. 1In severa
cases, intelligence information obtained from confidentia
sources indicated that the victimwas attacked as a result of a
di spute between tw individual <crimnals or gangs, or in

retaliation for a prior violent act.

Many of the hom ci des appear to have been well planned and,
in sone instances, assassins or "hitnen" were used to conmmt the
crime. Those who carried out the attacks often used



di stractions, decoys, or other tricks to gain an advantage over
victins. Fifty-three homicides involved the use of guns,
i ncl udi ng automati c, sem -automatic and si |l encer - equi pped
handguns. Victins were often shot either at close range, usually
in the head or chest, or froma noving vehicle. One victim who
had been stabbed to death, was found floating in Sheepshead Bay,
N. Y. Anot her was found frozen stiff in a snow bank at a Mrris
County, N. J. auto salvage yard, fully clothed in a suit and tie.
He had been shot twice in the tenple. During the autopsy, bullet
wound scars were discovered on various parts of the deceased's
body, indicating he had been the victimof prior shootings.

Extorti on and Ki dnappi ng

Extorting Russian em gres who are successful in legitimte
or illegitimate business endeavors is another practice anong
Russian crimnals. The Project obtained information regarding
several cases of extortion involving Russian emgres. A reputed
major figure in Russian-emgre crine in the United States,
VWyachesl av | vankov, was indicted by a federal grand jury in 1995
and charged wth attenpting to extort $3.5 mllion from two
Russi an-em gre businessnen in the United States The i ndictnent
alleges that the father of one of the extortion targets was
beaten to death and left on a train platformin Mdscow after the
demands by Ivankov and his associates were not nmet. |vankov was
arrested after the two businessnmen agreed to cooperate wth
United States | aw enforcenent. 58

In Brighton Beach, a Russian-emigre shoplifter was the
extortion victimof Alexander Levichitz, also known as "Sasha
Pinya,” a particularly violent Russian-emgre crimnal. The
basis for this extortion is notable. Pinya and his girlfriend
became involved in an argunent over Pinya's infidelity based upon
information provided to Pinya's girlfriend by the shoplifter.
Pi nya demanded a nonetary settlenent fromthe shoplifter to atone
for the problem he had caused. Eventually, a resolution was
reached whereby the shoplifter provided Pinya with the nanes of
other lowlevel crimnals in Brighton Beach from whom Pi nya coul d
successfully extort noney. In Septenber 1993, Pinya was arrested
by the Suffolk County District Attorney's Ofice with assistance
from nmenbers of the Project staff.

In March 1995, four Russian emigres from Brooklyn used
threats and physical violence in an attenpt to extort $25,000
from a Russian-emigre auto repair shop owner in Roselle, N J.59
The four pleaded guilty in May 1995. In 1992, a group of Russian
em gres in Phil adel phia sponsored the arrival of wonmen from the

ClS to be enmployed as live-in donestics. The wonen were
subsequently threatened with deportation if they did not turn
over a portion of their weekly earnings to their sponsors. 60 In

other cases, the extortion of Russian emgres residing in the
United States has been acconplished by ki dnapping the victim and
ei ther demanding a ransomfromthe victims famly or forcing the
victim to wthdraw noney from bank accounts or purchase noney
orders for their captors. 61



Drug Trafficking

Since the dem se of the Soviet Union, the F.B.I. and Drug
Enf orcenment Adm ni stration report that many of the new republics
are being wused as trans-shipnment points for deliveries of
Col ombi an cocaine into Wstern Europe.62 In 1993, Russian
authorities in St. Petersburg intercepted a one-ton shipnment of
cocai ne, packaged in cans of corned beef, believed to be the
product of a cooperative arrangenent between crime groups in
Russi a and Col onmbi an cartel s. 63

Russian em gres are also involved with the Col onbi an cartels
in United States drug activity. 1In the late 1980s and early
1990s, Russian-em gre Viadimr Beigel man, of Brooklyn, N Y., was
known to be involved in cocaine trafficking with the Cali cartel
On Decenber 2, 1993, Beigelman was fatally shot in the face while
exiting a van in Queens, N Y. Wtnesses described the assailants
as two Hispanics. Evidence indicates Beigel man was nurdered in a
di spute over a large quantity of m ssing cocai ne. 64

In 1992, the United States Attorney for the Southern
District of New York prosecuted sixteen individuals, including
Russi an em gres David Podl og and Al exander Moysif, on charges of
distributing heroin and cocaine.65 The next vyear, twenty-four
individuals led by four Russian emgres were indicted for the
manuf acture of crack cocaine vials at factories in New Jersey and
Pennsyl vania. During the arrests, authorities seized nore than

$1 million in cash, along with several vehicles, stock portfolios
and other property.66 |In 1994, another federal indictnent was
filed against Russian-emgre narcotics traffickers. In this

indictment, Boris Nayfeld, Shalva Ukl eba, Al exander M khail ov,
Si non El i shakov and Valery Krutiy were charged with participating
in the sruggling, distribution and sale of heroin whi ch
originated in Southeast Asia and was snuggled into the United
States via Pol and. 67

Money Launderi ng

The dem se of the Soviet Union and its transformation to a
mar ket econony ignited a great deal of currency exchange activity
with the United States and western Europe by Russia and other
former Soviet republics. During the |last few years, a nassive
influx of noney originating as rubles has been exchanged for
United States dollars, via financial institutions and front
conpanies in this country and Europe, and then transported back
to the CS.68 Fearful that the funds are being used to support
crimnal organizations, terrorist groups and drug cartels, |aw
enforcenent officials are trying to determ ne how nuch of this
activity is legitimate.

There is sone evidence that suggests the activity is |inked
to organized crine. The F.B.I. reports that a substantial
percentage of these funds is derived fromfraud, theft and other
crimnal activities inthe CS. 69 In addition, many privately-



owned banks which have surfaced throughout the former Soviet
Uni on, and through which many of the transactions are bei ng nmade,
are alleged to be owned by Russian organized crine operatives.
Also, during the past year, nore than thirty people involved in
t he Russi an banki ng system have been nurdered. Russi an
authorities believe these events are the result of organized
crime efforts to control the banking industry. 70

Conversely, there is evidence that much of the increased
activity is legitimate.71 Many of the transactions involve
Russian investnent firnms, financial institutions and ot her
busi nesses engaged in international comrerce whi ch need
convertible currencies, such as United States dollars and Gernman
marks, to transact business. |In addition, Russian conpanies
seeking to upgrade or expand facilities are forced to deal wth
the United States and other western nations due to the |ack of
nmodern technology in Russia. These businesses also exchange
rubles for dollars and marks in order to purchase equi prment.

Several factors make it difficult to determ ne which
currency exchanges are legitimte business ventures and which

constitute illegal noney | aundering schenes. First, based upon
United States |law, the transfer of noney from one account to
another is legal unless it is done for an illegitimte purpose.72

Second, nost of the currency exchanges are nmade through banks in
other countries both before the funds enter and after they | eave
the United States This makes tracing the entire route of the
funds nearly inpossible. Finally, any crines connected to the
exchanges are wusually commtted in the country which initiated

the transfer. Thus, even if United States | aw enforcenent can
show the funds are illicit and trace their path through the
financial institutions involved in the exchanges, it may be

i npossible to establish jurisdiction over the crine.

During the past four years, Project staff nenbers provided
assi stance to several agencies, including the F.B.1. and United
St ates Cust ons Servi ce, conducti ng noney | aunderi ng
i nvestigations. The Project assisted these agencies primarily by
providing information fromthe Project's database. The Project
also gathered information regarding various noney |aundering
schenes which either occurred in or affected the tri-state
regi on.

One case illustrated the high-tech sophistication of Russian
crimnals. In 1994, Ml adimr Levin, operating in St. Petersburg,
Russia, stole $10 million from Ctibank via the bank's el ectronic

money transfer system Using only his conputer hacking abilities
and the assistance of several other persons, he was able to
circunvent the bank's security systemand wre transfer the
m sappropriated funds to accounts in Finland, Russia, Gernmany,
the Netherl ands, Israel, Switzerland and the United States. 73

O her noney | aundering schenes exam ned by the Project are
| ess sophisticated. Russian emigres involved in fuel tax scans
have wused illicit proceeds to purchase vehicles in the United



States which were then shipped to the CIS and resold at three to
four times their United States retail prices.74 On ot her
occasi ons, Russi ans have sinply smuggl ed nmoney t hr ough
international borders by secreting it in clothing or body
cavities. In 1994, Yuri Anatoliyevich Desyatov pleaded guilty to
smuggling $1.2 million into the United States. 75 Desyatov was
also involved with extortion and weapons purchasing in addition
to nmoney snuggli ng.

Russi an em gres have al so been conducting various types of
money | aundering schenes in hotels and casinos in Atlantic Gty,
N. J. 76 Casino operators indicate that a significant nunber of
Russian emigres frequent casinos. Many of them are "high-
rollers" recognized as favored custoners and, as such, have
received such perks as linousine service, plush hotel suites,
meal and al cohol allowances, and seating for prinme events. One
of the schenes observed by various |aw enforcenent agencies,
including the United States Secret Service and the New Jersey
State Police, involves the use or attenpted use of counterfeit
currency and traveler's checks. Russian-emgre crimnals use the
bogus currency, in anobunts below the federal Currency Transaction
Report threshold, to obtain cash and/or playing chips.77

In New York Gty and other financial centers around the
country, the potential for Russian noney |aundering should not be
under est i mat ed. During a recent United States House of
Representati ves Banking Conmm ttee hearing, United States Federal
Reserve Governor Edward W Kelley, Jr., estimated that nearly
$500 billion is laundered through United States banks annually. 78
As the wuse of electronic international banking grows, the

vulnerability of these financial institutions to fraudul ent
transacti ons beconmes a paranount concern to |aw enforcenent
ever ywher e. Mani pul ation of these institutions could seriously

i npact the economc stability of this country.
Vice Crines

Project staff nenbers have developed little data concerning
Russi an-em gre vice crines. Although ganbling and prostitution
rings exist, they are predomnantly snall-scale operations in
Bri ght on Beach and ot her Russian communities. The Project found
no evidence that Russian-emigre crimnal organizations are
exercising w de-spread control over these types of crimna
activities.

One recent case in New Jersey, however, reveals both the

willingness and ability of Russian-emgre crimnals to maxinze
profits by transporting crimnal activities. Earlier this vyear,
police in North Brunswick, N.J., investigating what they believed

to be a prostitution ring, arrested several femal e dancers inside
a local go-go bar. One of the females was a Russian juvenile
who, police later |earned, was an exotic dancer brought from
Brooklyn, along wth several other young, Russian females, to
dance in go-go bars and work in massage parlors in central and
northern New Jersey. The dancers were being driven to and from



New Jersey by a hired driver.79
I'V. AN ASSESSMENT OF THE PROBLEM

There is a tendency on the part of some in |aw enforcenent
and t he media to readily adopt sinplistic, stereotypica
perceptions of organized crine. This has certainly been true in
regard to Russian crinme, where terns such as "Russian Mafia" have
been | oosely applied. Superinposing descriptions which fit other
known crimnal groups upon Russian-emgre crimnals inpedes the
ability of law enforcenent to identify and address the rea
pr obl em

Project staff used La Cosa Nostra, solely for conparative
purposes, to assist in analyzing and assessing Russian-emgre
crine. La Cosa Nostra is the nost fam|iar exenplar and best
illustrates the harm potential of organized crime. This is not
to inply that La Cosa Nostra is the only formof organized crine,
nor does it suggest that any organi zed crine group which does not
resenble La Cosa Nostra should not be viewed as a serious
pr obl em Pr oj ect staff also exam ned indigenous Russi an
organized crime to provide a frane of reference that m ght
indicate potential organizational structures in the Uni ted
States.

Russian Crim nal Types

In Russia, crimnals typically fall into three mjor types:
1) the vory v zakone; 2) the young entrepreneurs; and, 3) the
"thieves in authority."80

Vory v Zakone

Reput ed nenbers of the vory v zakone, or "thieves in law"
have been said to be the closest thing the ex-Soviets have to
being a "made guy" in La Cosa Nostra, and the top vory are
portrayed as godfather-like figures.81 The vory are the npst
sophi sticated of the professional crimnals. Their roots are
general |l y traced to the Soviet prison system  -- nor e
specifically, to the far-flung Gulag prison network established
by Stalin in the 1930s. Mst vory have spent the bulk of their
lives in prison and profess a conplete subm ssion to the crimna
life. They maintain their own laws and rules and reject any
i nvol verent with, or obligation to, the legitimte wor | d.
According to one Russian expert, the association of vory is a
rather |oose structure wth little differentiation anbng its
menbers, and with the elite being just the first anong equal s. 82
There are an estimated 600 vory in the former Soviet Union, wth
approxi mately 200 of themin Russia. The elite make up a Moscow
based politburo of 10-15 vory who govern the <crimnal world
through their representatives.83 Wacheslav |Ivankov is alleged
to be one of the 200 vory in Russia, and perhaps even anong the
top | eadership group. 84

The vory share a nunber of characteristics with nmenbers of



La Cosa Nostra: a set of rules, a code of behavior, nicknanes,
and their own vernacular.85 They also have a system for

medi ati ng and resolving disputes. Whet her there IS any
enforcenent nechanism to back-up the resolutions from these
meditations is not clear. It should be reiterated, however, that

the vory's rules and code of conduct are practiced principally in
the closed environment of the Soviet prison system where they
have |ived nost of their |ives.

O the three major types of Russian crimnals, the vory nost
resenbl e the nenbers of La Cosa Nostra. Thus, an argunent can be
made that they constitute the greatest crimnal threat currently
presented by Russians in the United States. The credibility of
such a threat is conditioned, however, upon a nunber of factors
such as the nunmber of vory presently in the United States, how
closely they are linked to the Mbscow based crine | eaders, and
how successfully they can organize and control the nultitude of
crimnal ventures in which Russians are involved in the United
States The F.B.l. estimates that there have been as many as five
vory in the United States at one tinme or another. 86 The rea
potential for harmfromthe vory will depend on how well interna
discipline can be maintained outside the prisons walls where
their roots lie. This control will be conplicated by the fact
that crimnal activity is now taking place thousands of mles
from Moscow.

Sone experts challenge the primacy of the vory, both as a

present and future threat. 87 It is alleged that the traditiona
initiation into the vory has been corrupted by the selling of
this title. If so, this would affect whether and how well

i nternal discipline can be maintained. The crimnal expertise of
the vory 1is also nore likely to involve common crimes such as
theft, robbery and extortion. Mre conplex crimes such as
i nternational banking and commodities scans, noney |aundering,
and dealing in strategic netals, may be beyond the scope of their
crimnal expertise. The vory are the nost astute crimnals at
present, but may constitute | ess of a problemover the long term

Sonme experts believe that although the vory still dom nate the
traditional crimnal world in Russia, especially in prison, the
gangster bureaucrats, wth their intertwined links to t he
gover nment , wll soon domnate the social, econonic, and
political structures of the fornmer Soviet Union. 88 Russia is
currently a very attractive venue for crimnal pursuits. As
those pursuits grow in size and sophistication, it is expected
t hat these crimnals wll Jlook to expand their interests

i nternationally.
Young Entrepreneurs

The young entrepreneurs see crine as the easy route to
riches. These are people in their late teens to m d-30s who were
not crimnals before the collapse of the Soviet Union, but who,
out of necessity, had experience in the Soviet black market and
shadow econony. Some are students or graduates of higher
education, while others were in the mlitary. Few, if any, have



attractive job prospects in the legitimate sector. They
constitute a pool for recruitnent by crimnal organizations in
Russia or operate within their owm small group. Unlike that of
the professionals, their crimnal behavior is not very well
entrenched. They are first generation crimnals, and their
crimes are nost often crinmes of opportunity. 89

Thieves in Authority

The "thieves in authority” or avtoritety, arose during the
|ast few decades of the Soviet Union, beginning during the
Brezhnev era. Sonme were part of the Communi st Party and/or were
Sovi et bureaucrats. They were part of what has been called the
" Sovi et Mafia." Sone were deputy directors or f or mer
adm nistrators of factories and other business enterprises.
O hers ran cooperatives during the Gorbachev era or were nenbers
of the national security and mlitary establishnments. Whatever
their background, nearly all are well-educated persons who
possess international connections. These "gangster-bureaucrats”
operate at the intersection of crine, capitalism and government
in the former Soviet Union. They have the know edge, experience,
sophi stication, and contacts needed to run international banking
schemes and maj or cormodities deals. They are al so the ones best
suited to deal in black market nuclear materials. For these
reasons, they have the greatest potential for future harm both
wi thin and outside the CS. 90

La Cosa Nostra and Russian-Emigre Crimnals

In the view of some, Russian-emgre crimnals are organized
in a continuing structure to conduct a wvariety of crimnal
ventures. 91 There have been reports that between three and five
Russi an-em gre organi zed crine "famlies" presently exist in the
New York area.92 VWyacheslav lIvankov's arrival in the United
States was seen by nmany as proof that a centralized Russian
crimnal organization exists.93 Wen he was arrested in 1995,
I vankov was | abeled, in La Cosa Nostra terns, the "capo di tutti
capi," or "boss of bosses,” of Russian crime in the United
St at es94

An opposing viewis that Russian-emgre crimnals have no
defined organi zational structure or hierarchy.95 This view holds
that Russian crimnals are individuals who do not follow a rigid
authoritarian structure. Instead, "like liquid nercury on a
countertop,"96 they operate mainly as individual specialists or
in fluid groups that occasionally unite to commt a crinmne.

Based wupon its review and assessnent of Russian-emgre
crime, the Project believes that the reality Ilies sonmewhere
between these two positions. Wth the exception of the vory v
zakone, it is the Project's belief that Russian-emgre crimnmna
organi zations are not, by and large, like the famlies of La Cosa
Nostr a. There is no evidence of either a central "conm ssion"
whi ch oversees the various Russian-em gre crimnal activities, or
even a few hierarchical groups that engage in specialized



crimnal activities. Al though Russian crimnals have shown a
propensity for extrenme violence and possess the capacity to
corrupt, they have yet to assert nonopoly power in any of their
United States crimnal activities other than in the fuel frauds
where they functioned as partners of La Cosa Nostra.

The professional crimnals and opportunists who currently
characterize Russian-emgre crine in the United States typically
m strust each other. There is generally little or no persona
|l oyalty based wupon common ethnic or cultural backgrounds, even
t hough sone of the crimnals knew each other in the forner USSR
The nost preval ent network structure is usually an ad hoc team of
specialists who are nustered for specific crimnal ventures

usually pertaining to crinmes of deception. These specialists
form opportunistic partnerships which are sonetines based on
referrals by other Russian crimnals. After the crimna

objective is attained, the specialists may split up or may nove
together to other crimnal ventures.

Net wor ks of specialists, however, are not the only manner in
which Russian-emgre crimnals organize. Professional crimnals
who profess a propensity for violence have formed small crimna
groups to commt extortions or engage in narcotics trafficking.
These groups often center around one or nore dom nant individuals
and the composition of the group is subject to frequent change.

One way to contrast La Cosa Nostra and Russian-emgre
crimnal organizations is to view the former as having a
structure -- a distinct, definable crine famly -- that s
supported by crimnal activities. The structure is continuous,
and crime is used to carry out its objectives and maintain its
strength and vitality. Russi ans, however, <create floating
structures on an as-needed basis to enable them to carry out
particular crimes. The crimnal opportunities cone first, and
the necessary structure to take advantage of those opportunities
foll ows. Generally, La Cosa Nostra is structure-oriented;
menber s use crimnal activities to support the structure.
Russi an-emgre crimnals are venture-oriented; they use structure
to support their crimnal activity.

Har m Capacity

The critical distinction between organized crine and all
other crine lies in its capacity to cause harm \When the Project
began its investigation in 1992, little was known about the
structures of any Russian-em gre crimnal networks. Li kew se,
little was known about their capacity to conmt harm either in
| ocal comunities, such as Brighton Beach and Nor t heast
Phi | adel phia, or in the larger society. Assessing the harm
potential of Russian-emigre crimnals is, therefore, vital to
under st andi ng the Russian crimnal threat.

Harm occurs in a variety of ways -- economc, physical



psychol ogical and societal. Economic harm includes nonetary
|l osses by wvictins, illicit gains by crimnals, and detrinenta
effects to the marketplace. Physical harmis the violence used
to attain and retain nonopoly control over crimnal ventures.
Psychol ogi cal harminvolves the creation of a climate of fear and
intimdation and a perception that crimnal networks can avoid
appr ehensi on by law enforcenent. Soci et al harm is t he
undermning of the system the conpromising of the politica
process, and the <corruption of |aw enforcenent and ot her
institutions.

The nmotor fuel tax scans exhibit nost of the harms caused by
organi zed crine. First, economic harm is caused when
conspirators keep the tax due and di scount the fuel sold to notor
fuel retailers. This allows those retailers who purchased their
product from the conspirators to undersell their conpetitors,

increase their profits and gain a greater market share. The
price advantage enjoyed by these retailers destroys conpetition
in the retail market over tine. |In this way, predatory pricing

can upset the entire distribution system Second, physical harm
is caused. A cartel of motor fuel bootleggers enforces the rules

of the <cartel through the use of threats and vi ol ence. Third,
psychol ogi cal harmis caused when retailers are intimdated into
purchasing non-taxed notor fuels from the cartel. Fi nal ly,

societal harmmay be caused if the cartels continue to grow in
power and accunul ate wealth. This could, eventually, permt them
to entrench their position through corruption of the established
political structure.

The capacity to cause harmis determ ned by the size, scope,
sophi stication and, especially, continuity of the crim nal
networks involved. The harm occurs when crimnal organizations
attenpt to nonopolize specific areas of the nmarketplace and
enpl oy violence and corruption to attain crimnal objectives.

Monopol y Power

Just as a desire for market nonopoly exists in the licit
mar ket pl ace, so it exists in the illicit marketplace as well, and
for the sanme reason -- to optimze wealth and power. Monopol y

power 1is attained by forcing out and di scouraging conpetition.
This is achieved through the threat and use of force and viol ence
and by obtaini ng advant ages over conpetitors, such as the ability
to under pri ce, through other crimnal activity. Mar ket
nmonopol ies permt the accunul ati on of wealth and power which can
then be used to corrupt the legal and political systens. Thi s,
in turn, further solidifies the crimnal organization's position
in the marketplace. This is the essence of organized crine. It
is the nost severe and insidious formof harm caused by organi zed
crine.

La Cosa Nostra has nonopolized many different areas of the
mar ket pl ace. For the past several decades, |law enforcenent in
this country has fought to eradicate La Cosa Nostra's influence
over these areas. Conversely, Russian-emgre crimnals have not



yet established nonopoly control over any of their United States
crimnal activities. Although Russian-em gres were anpong the
first to take part in the notor fuel tax scans, nonopoly contro

of this activity was not attained until menbers of La Cosa Nostra
becane invol ved.

Use of Violence

The denonstrated willingness to use force and violence to
attain a monopol y, discourage conpetition, and intimdate
wi tnesses is also one of the hall marks of organized crinme. It is

systematic and functional in that it furthers the interests of
the crimnal organization. La Cosa Nostra uses violence as a
cal cul at ed t ool for Dbusiness gain, to enforce medi at ed
agreenents, and to organi ze markets. On the other hand, Russian-
emgre crimnal violence appears to be a mx of the calculated
and the ad hoc.

Russi an em gres have shown a wllingness to use violent acts
to achieve their crimnal goals. There have been nunerous
murders and attenpted nurders involving Russian emigres in the
tri-state region, many of which remain unsol ved. Cenerally,
however, these crines appear to be neither systematic nor
designed to protect any particular crimnal enterprise. |nstead,
they seem to have been notivated by greed or personal vendetta.
For exanple, in 1995, Monya El son and a group called "Mbnya's
Brigada" were indicted by a federal grand jury for, anong other
crinmes, three nurders and one attenpted nurder.97 This violence
reportedly resulted from Elson's desire for recognition and
stature. Two of the victins were targeted by El son because he
was jealous of their status in the crimnal community.

There have al so been nunerous extortions of Russian-em gres
in the region. Many of these were committed by enforcers,
crimnals who specialize in extorting Russian-owned businesses in
Bri ghton Beach and el sewhere. The enforcers work for whonever
pays them Although, occasionally, there may be di sputes between
i ndi viduals or groups regarding certain extortion victins, npst
of the extortions appear to be opportunistic rather than a
systemati c approach to obtain power or control

Russian violence is not randomin the sane sense as the
drive-by shootings of street gangs. Russian-emigre crimnals
appear to exercise sonme care in choosing their victins and
avoiding harm to innocent bystanders. Furthernore, severa
Russi an-emgre nurders and attenpted mnurders resulted from
attenpts to assert hegenony over various market areas, such as
the bootleg nmotor fuel business, or to settle scores between
crimnal groups. Nevertheless, there is a view anong sone in | aw
enforcenent that the Russians' reputation for violence exceeds
the reality of its use, at least in the United States98 As has
been true in United States drug markets, a great deal of Russian-
emgre violence is attributable to the unregulated conpetition
that exists in their crimnal ventures.



Use of Corruption

The threat of Russian-emigre crimnals using corruption as a
means to further their crimnal pursuits is nore of a potentia
than an actual harm La Cosa Nostra wuses corruption to
facilitate its <crimnal activities, elinmnate conpetition, and
entrench itself in the marketplace. At the present tine,

Russi an-

emgre crimnals in the United States have not cultivated the
appropriate political contacts to enulate La Cosa Nostr a.
Per haps t hey presently see no need to naintain corrupt
relationships to further crimnal objectives. Shoul d t he
situation change, however, Russian-emgres do possess t he
capacity to corrupt. They are products of a system that is
accustoned to bribing politicians and governnment officials, and
in which corruption is a way of life.

In the neantime, the pervasive corruption that exists
t hr oughout the governnments of the former Soviet republics creates
problems for United States | aw enforcenment agencies col |l aborating
W th their counterparts in those countries. For exanple,
ascertaining whether a Russian-emgre suspect in the United
St ates has a crimnal history, or is currently under
investigation in one of the former Soviet republics, is risky
because the target may be informed about the inquiry. The United
States Inmmgration and Naturalization Service indicates that it
is often inpossible to find out whether a United States visa
applicant fromone of the fornmer Soviet republics has a crimnal
background. 99 In these and other ways, corruption in the forner
Soviet Union may facilitate Russian-emgre crine in the United
St ates

V. CONCLUSI ON

Based wupon its four-year investigation of Russian-emgre

crime in the tri-state region, the Project concludes that
Russi an-

emgre crimnals constitute a serious and evolving crinme threat
in the United States. At present, Russian-emgre crimnals do
not possess either the organizational or harm capacity which
woul d warrant considering this threat as critical as the threat
posed by South Anmerica drug cartels or La Costa Nostra.
Nevert hel ess, given the sophisticated nature of their crimna
activities, as well as the extensive planning and coordination
those activities require, it may be only a matter of time before
the Russian-emgre crinme threat reaches that |evel

Russi an-emigre crimnal groups in the United States do not
resenble traditional organized crime, such as La Cosa Nostra
Russi an-em gre groups | ack the structure and permanence found in
other «crime groups. Instead, Russian-emgre crimnals operate
within an anorphous confederation in which roles are not as
clearly defined and rel ati onshi ps anong nenbers not as conti nuous
as those within other crimnal organizations. Furthernore, the
Project found little evidence, other than in connection with the



nmot or fuel tax scans, that Russian-emigre crimnals are enpl oying
or attenpting to enploy violence and corruption to attain
monopoly power or organize the marketplaces in which they are
functi oni ng. Russi an-em gre crines have been, and are being,
commtted mainly by individual opportunists or ad hoc crimnal
gr oups.

Despite these differences, Russian-emigre crimnals could

very well prove to be nore prolific and successful in this
country than other, nore structured crime droups. Al t hough
mai ntai ning a permanent, continuous organization has, in the
past, proven to be significantly advantageous in the crimnal
world, it has also led, in part, to the decline of many crimna

groups. The very structure which enables crimnal organizations,
such as La Cosa Nostra, to survive continuously despite the |oss
of one or nmore of its nmenbers, also provides |aw enforcenent with
a w ndow through which the organi zati on can be attacked. Thus,
al though there is evidence that sonme Russian-emigre crimnals are
beginning to develop nore structured, hierarchal organizations,
the present lack of structure within Russian-emgre crime groups
may prove to be even nore troubling to | aw enforcenent.

In any case, Russian-emigre crimnals in the United States
present a formdable problemfor |aw enforcenent. They are
generally nore intelligent and sophisticated than nost crimnals,
and are inmbued with a business acunen rarely seen in traditiona
organi zed crime groups. Having been "trained" under the black
mar ket and shadow econony of the forner Soviet Union, Russian-
emigre crimnals are adept at identifying weaknesses in |egal
business and financial systens, and capitalizing on t hose
weaknesses for their financial benefit. They survived under the
strict, punitive control of the comunists and are clearly
willing to continue their crimnal ways in this country.

H story has shown that crimnal networks often evolve into
more harnful types of organized crine. 100 The evolution of
Russian-emgre crime will be governed by the social context in
which the crimnal groups are operating. Consunmer demand for its
particul ar goods and services, its ability to expand, the anount
of attention devoted to it by |law enforcenent, and conpetition
from other crime groups will each influence the donestic growh
of Russian-emgre crine. The task of Anmerican |aw enforcenent is
to shape the social context and create obstacles so as to keep
Russian crimnals from devel opi ng the capacity for greater harm

The Project also recognizes a prospective Russian organi zed
crime problem which pmay have no connection to Russian-emgre

crime other than a conmon heritage. Yet, it 1is one that,
potentially, may cause severe harmwithin the United States.
Currently, wi t hin the CS, there are numer ous crimna

organi zations which are denonstrating an enornous capacity for
harm 101 They have acquired nonopoly control of a broad array of
illegal and | egal enterprises, including some Russian banks, and
have amassed considerable wealth and power within the CIS in a
relatively short span of time. These organizations have used



vi ol ence -- agai nst businessnen, journalists, and governnment and
| aw enforcenment personnel -- to acquire and maintain their
monopoly control and are al so engaging in massive corruption to
facilitate their crimnal pursuits.

The geographic and political barriers which had inpeded the
Soviet Union fromfull participation in the global econony are
gone. Ease of travel and enhanced gl obal communications wll
conti nue the expansion of international business, both legal and
illegal, in the CS. As crimnal organizations and gangster
bureaucrats position thenselves to further their political power
and wealth, their business/crimnal activities will continually
extend internationally. The proliferation of noney |aundering
between the CIS and the United States is evidence that this
expansi on i s already underway.

The task for United States |aw enforcement is to counter
both these Russian crinme threats sinultaneously. State and |oca
agencies, wth assistance and cooperation from federal agencies,
must insure that nore permanent and sophisticated crimnal
networks do not evolve within their jurisdictions. At the same
time, federal |aw enforcenent agencies nust assume prinmary
responsibility for countering the international organized crimne
threat. Together, these efforts can prevent the "Russian Mafia"
from becom ng the twenty-first century's La Cosa Nostra
Appendi x A - Tri-State Project Menber Agencies

New Jersey State Conm ssion of I|nvestigation

The New Jersey State Conm ssion of Investigation ("SCl") was
created in 1968 foll owi ng extensive research and public hearings
conducted by the Joint Legislative Commttee to Study Crine and
the System of Crimnal Justice in New Jersey. That Committee,
which was under direction fromthe Legislature to find ways to
correct what was a serious and intensifying crinme problem
attributed the expanding activities of organized crine to
"failure, to sone considerable degree, in the system itself,
official corruption, or both." Sweeping recomendations for
inproving various areas of the crimnal justice system were
pr oposed.

Two of the Conmittee's nost significant recommendati ons were
for a new State crimnal justice unit in the executive branch and
an independent State Comm ssion of |Investigation. The Commttee
envisioned the crimnal justice unit and SCI as conplenentary
agencies in the fight against crinme and corruption. The crim nal
justice unit was to be a large organization wth extensive

manpower and authority to coordinate and conduct crimnal inves
tigations and prosecutions throughout the state. The SCI was to
be a relatively small, expert body which would conduct fact-

finding investigations, bring the facts to the public's attention
and nake recommendations to the Governor and the Legislature for
i nprovenents in laws and the operations of governnent. The
Committee's recomendations pronpted i mediate |egislative and
executive action and New Jersey now has a Crimnal Justice



Division in the Departnment of Law and Public Safety and an
i ndependent State Comm ssion of Investigation.

To elimnate any appearance of political influence in the
SCl's operations, no nore than two of the four Comm ssioners may
be of the sanme political party. Two Conm ssioners are appointed
by the Governor and one each by the President of the Senate and
the Speaker of the Assenbly. It thus may be said the Conmm ssion
is by law, bipartisan, and by concern and action, nonpartisan.

The SCl's enabling statute assigns to it a wide range of
responsibilities and powers. The SCI may conpel testinony and
the production of other evidence by subpoena and has authority to
grant inmmunity from prosecution to witnesses. Since the SCI does
not have prosecutorial functions, it refers any findings of
possible crimnality to an appropriate prosecutorial authority.

The Conmi ssion enphasizes that indictnments and convictions
which result fromreferral of crimnal matters to other agencies
are not the only test of the efficacy of its public actions.
More inportant are the corrective statutory and regulatory
reforms spurred by arousing public and legislative interest. The
Commi ssion takes particular pride in all such actions which have
resulted in inproved | aws and governnental operations.

New York State Comm ssion of Investigation

Wth a broad statutory mandate to investigate "any matter
concerning the public peace, public safety and public justice,"
t he New York State Conm ssion of Investigation undertakes
i nvestigations of corruption, fraud and m smanagenent in New York
State and | ocal government. The Conm ssion is also charged wth
conducti ng investigations into organized crine and | abor
racketeering and their relation to the enforcenent of State | aw.

Establ i shed in 1958 as an i ndependent, bi-partisan agency,
wi th menbers appointed equally by the Governor, the President Pro
Tem of the Senate and the Speaker of the Assenbly, the Conmm ssion
is uniquely qualified to investigate matters pertaining to the
effective enforcenent of State |law. The Comm ssion is authorized
to conduct public and private hearings and issue public and
private reports. Since its inception, the Conm ssion has
publ i shed over one hundred reports and has provided the inpetus
for Statew de change in many areas including the construction
i ndustry, muni ci pal finance | aw, and eavesdr oppi ng and
wi retapping statutes. The Comm ssion is also mandated to work
cooperatively wth other State agencies and routinely responds to
requests for assistance fromout-of-state agencies and federal
authorities as well.

The Commi ssion's purely investigative character enables it

to address problens -- and suggest |legislative and adm nistrative
remedies -- beyond the jurisdiction of other State agencies.
When evidence of crimnal behavior is developed during an
investigation, it is referred to an appropriate prosecutor. 0]

equal inportance is the Conmm ssion's role as a "sunshine agency”



by which the Conmission is able to focus public attention on
particul ar problens of |ocal or Statew de inportance.

The Commi ssion's investigative powers extend to nore than 80
St at e agenci es, divisions, boards and authorities as well as over

1,600 political subdivisions of the State -- including the
State's 62 counties and nore than 500 villages, 900 towns and 60
cities. Its broad investigative jurisdiction also includes
thousands of school, water and sewer districts throughout the
St at e. In nost circunstances, outside of the |l|ocal district

attorney, the Comm ssion is the only independent investigative
body in the State wth the power to review and investigate
al l egations of fraud, waste, corruption and nal f easance. unli ke
a | ocal prosecutor's office, the Conm ssion, through its
"sunshine" role, also has the authority to address these types of
all egations outside the traditional crimnal justice forum and
hi ghlight these governnental problens for the Governor, the
| egi slature and the public.

New York State Organized Crine Task Force

The New York State Organized Crinme Task Force ("OCTF") is a
di vision of the New York State Departnent of Law that specializes
in t he i nvestigation and prosecution of multicounty and
multistate or gani zed crinme activities. Recogni zi ng t he
conplexity and diversity of organized crinme and the need for a
coordi nated centralized approach to conbat it, the New York State
Legi slature established OCTF in 1970 through the enactnment of
Section 70-a of New York's Executive Law. OCTF identifies
energi ng and exi sting organi zed crine enterprises and, through a
broad array of civil and crimnal enforcenent techniques, seeks
to undermne their structure, influence and presence within the
St at e.

Section 70-a gives OCTF broad power to investigate and
prosecute crimnal activity throughout the State of New York
Its jurisdiction extends to all organized crinme activity that
Ccrosses county or state boundari es. COCTF may conduct
i nvestigative hearings, conpel the production of docunents and
ot her evidence, apply for search and eavesdroppi ng warrants, and,
upon the consent of the governor and the appropriate district
attorney, appear before grand juries, conduct crimnal and civi
actions and exercise the same powers as the local district
attorney.

CCTF has offices throughout the State of New York, with the
| argest concentration of its staff in Wiile Plains and Al bany.
Mbst of its cases involve long-terminvestigations into such
areas as narcotics trafficking, ganbling, noney |aundering, grand
| ar ceny, of ficial corruption and fraud. The attorneys,
i nvestigators and forensic accountants pool their expertise from
the inception of an investigation through the resolution of any
resulting crimnal or civil case. Civil remedies, in particular,
civil forfeiture, are used in conjunction with crimnal sanctions
to renove the economc capabilities of crimnal enterprises and
incentives for further crimnal activity.



OCCTF is also involved in anal yses of particular organized
crime problens to formulate enforcement strategies that may
include legislative and administrative reforns in addition to
case- specific crimnal and civil remnedies.

Pennsyl vania Crine Conmi ssion

In response to a marked increase in crime during the 1960s,
Pennsyl vani a Governor Raynond P. Shafer issued an executive order
in March 1967, creating a tenporary Crime Conmission to |ook into
t he causes of crine, assess the adequacy of the State's
enforcenent efforts, and nake recommendati ons to prevent, reduce

and control crine. Ei ghteen nonths later, the Comm ssion
presented a report containing several reconmendations for reform
to the Governor and GCeneral Assenbly. One reconmendati on

proposed the creation of a permanent crine comm ssion which woul d
focus attention on the problem of organized crine.

Based wupon that recommendation, the Pennsylvania Crine
Conmm ssion was established in July 1968. Set up as an
i ndependent fact-finding agency, the Comm ssion's primary
responsibility was to investigate and expose the problens of
organized crime and crimnal justice along with all other types
of systemc fraud or corruption. As stated by forner Cov.
Shafer, the Conm ssion was "enpowered to investigate serious
crinme wherever it exists in Pennsylvania."

The Commi ssion's unique powers and duties distinguished it
from other |aw enforcenent and prosecutive agencies which focus
on the devel opment and prosecution of crimnal cases. As a fact-
finding body, the Comm ssion was equi pped to shed Iight upon the
f undanent al causes of problenms in ways t hat traditiona
enforcenent agencies could rarely acconplish. To perform its
functions, the Conmm ssion was granted the power to hold hearings,
subpoena w tnesses and conpel testinmony regarding a broad array
of issues.

For nore than two decades, the Pennsylvania Crinme Comn ssion
investigated all types of organized crimnal activities and
rooted out corruption throughout the state. Sone of t he
Commi ssion's nore notable investigations focused on wuncovering
Italian organized crime involvenent in the waste haul i ng
i ndustry, identifying the operations of Philadel phia's Junior
Black Mafia, and targeting Phil adel phia's Chi natown racketeers.
O her investigative targets included Jamai can drug posses, Korean
ganbl i ng organi zati ons, and Vi et nanese gangs, as well as numerous
corrupt politicians, police officers and government enployees.
In addition, the Conmssion often served as a catalyst for
positive change in the Pennsylvania crimnal justice system In
1970, t he Comm ssi on drafted t he Pennsyl vani a Cor r upt
Organi zati ons Act, which was designed to curb racket eer
infiltration into legitinmate business. The Conmi ssion also
continually proposed changes in State law to inprove | aw
enforcenent's ability to conbat organized crine. These proposed
changes included inproving the State's witness imunity statutes



and reformng its electronic surveillance | aws.

Followng a highly publicized dispute wwth forner State
Attorney GCeneral Ernie Preate, the Pennsylvania Crinme Conmi ssion
was di sbanded by the Pennsyl vani a Legislature in June 1994.
Rutgers - The State University of New Jersey
School of Crimnal Justice

The Rutgers School of Crimnal Justice, founded in 1973, is
located in Newark, the largest city in the State of New Jersey.
The School was authorized by an act of the New Jersey |egislature
in 1968, and was directed to develop a program of instruction,
research and |eadership. The School of Crimnal Justice has
prograns of both undergraduate and graduate education, as well as
research and public service. The goal of the School is to
provi de students with a basic understanding of delinquency and
crime, of the crimnal justice system and of nethods of
assessing current problenms and issues in these areas. The
faculty of the School is interdisciplinary, being dr awn
principally from crimnology, |aw, psychology, and sociology.
This is necessary since no traditional academ c discipline covers
the w de spectrum of expertise required to acconplish the
School ' s pur poses.

The School of Crimnal Justice is also a major national and
international center for scholarly research on all aspects of
del i nquency, «crine, and crimnal justice adm nistration. Anong
the School's recent research project's are studies of the
sentencing of white-collar offenders, Chinese gangs, donestic
vi ol ence, and Russi an-enigre organi zed cri me.

Appendi x B - Russian-Em gre Popul ations in the Tri-State Area
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Appendi x C - Rutgers University/Tri-State Project Law Enforcenent
Sur vey

The Rutgers University research team in collaboration with
the Tri-State Project, conducted a nationw de mail survey of |aw
enforcenent agencies to determne the extent of Russian-emgre
crime in the United States. A total of 750 questionnaires were
mailed to law enforcenent agencies across the country. In
response, the team received 484 conpleted questionnaires from
agencies in every state representing every level (federal, state,
county and local) of government. The results of the survey are
sunmari zed bel ow

Survey Results

Participants in the survey were asked whether their agency
had, within the previous five years, investigated, prosecuted or
ot herwi se had contact with crimnals or suspected crimnals from
the former Soviet Union. O the 484 respondents, 167 (35%
replied "yes." Asked whether Russian-emgre crine was consi dered



a major problemwthin their jurisdiction, 65 (13% indicated it
was. O those agencies which have had contact wth Russian-
emgre crinme, 47 (28% have dealt with nore than twenty Russi an-
emgre crimnals, while 84 (50% agencies have been able to
obtain at |east one crimnal conviction against a Russian-emgre.

Since one of the Project's goals was to determ ne whether
Russian-emgre crinme in the United States is a formof organized

crime, survey participants were asked, "According to your
agency's definition of organized crime, are any persons from the
former Soviet Union considered part of organized crine?" One

hundr ed and one agencies (64% responded affirmatively.
Participants were also asked about the types of crinmes being
commtted wthin their area by Russian-em gres. Fraud (53.3%
was the nost common crine reported, followed by noney | aundering
(31. 7%, drugs (31.1%, violent crines (31.1%, extortion
(19.2%, forgery (18.6%, racketeering (16.8%, prostitution
(12.0% and | oan sharking (4.8%.

2

Those respondents who indicated their agency has had contact
with Russian-emgre crimnals were asked several questions about
their response to this problem 40 respondents (24% indicated
t hey have attenpted to obtain information from governnent
agencies in the fornmer Soviet Union. Mre than half of these
attenpts were successful and, in several instances, the agency's
efforts were still in progress. 52 respondents (31% i ndicated
having staff nmenbers with Russian | anguage skills, while 72 (43%
said that within their agencies, special efforts were being nmade
to focus on Soviet-emgre crinme. Finally, 79 respondents (47%
reported that there is a single person or group wthin their
agency that handl es nost cases involving crinme by Soviet-emgres.

Appendi x D - Russian-Emgre Crinme Statistics for the Tri-State
Ar ea

Table 1 - Nunber of Arrests of Russian-emigres in New York State
Bet ween 1989 and 1995

New York City Non- New York City
Year Fel ony M sd Tot al Fel ony M sd Tot a
Tot al
1989 268 326 594 30 178 208 802
1990 273 346 619 50 180 230 849
1991 306 388 694 64 214 278 972

1992 363 654 1017 53 246 299 1316



1993 334 618 952 48 278 326 1278
1994 434 799 1233 50 261 311 1544
1995 497 750 1247 64 278 342 1589

(Source: N Y.S Dept. of Crimnal Justice Services)

3
4
NEW JERSEY
FI NGERPRI NT SUPPORTED ARRESTS
RUSSI AN BORN SUBJECTS
1989- 1995
COUNTY 1989 1990 1991 1992 1993 1994 1995 TOTAL
Atlantic 10 8 4 12 24 32 22 112
Ber gen 14 39 53 74 85 72 120 457
Burli ngton 4 3 2 10 6 10 14 49
Canden 1 8 13 9 10 17 17 75
Cape May 1 2 0 4 7 5 0 19
Cunber| and 0 3 17 5 3 5 2 35
Essex 9 20 27 17 25 34 42 174
d oucest er 0 0 0 0 3 3 5 11
Hudson 11 21 17 19 21 17 11 117
Hunt er don 0 6 0 0 2 0 1 9
Mer cer 5 2 12 11 18 11 18 77
M ddl esex 29 34 83 58 66 72 71 413
Monnout h 18 28 76 36 15 63 29 265
Morris 6 7 13 13 10 16 19 84
Qcean 6 11 4 1 12 5 3 42
Passai c 5 7 10 11 13 25 23 94
Sal em 0 0 0 0 3 2 0 5
Somer set 0 3 2 2 3 9 8 27
Sussex 0 0 0 2 1 3 0 6
Uni on 23 21 12 32 27 38 49 202
Warren 1 1 5 1 12 3 0 23
Unassi gned 8 5 9 18 0 0 0 40
TOTAL 151 229 359 335 366 442 454 2336
Statistics supplied by New Jersey State Police
NEW JERSEY
FI NGERPRI NT SUPPORTED ARRESTS
RUSSI AN- BORN SUBJECTS
1989- 1995
5

Statistics supplied by New Jersey State Police

Appendi x E - Russi an-Em gre Hom ci des and Attenpted Homi ci des
1981- 1995



10.

Rachnel Denentev

Shot to death on January 1, 1981, by Vladinmr Reznikov.
Denentev was allegedly killed after calling Rezni kov an

i nf or mant .

Sheila and Sl avi Shakni s

Mot her and son shot to death on March 3, 1981, allegedly
because their husband/father failed to repay noney owed to
other crim nal s.

Yuri Brokhin

Shot to death in his New York City apartnent on Decenber 5,
1982. Sone tine earlier, his wife had been found dead in
their bathtub. Oiginally thought a suicide, she may have
been nurdered al so.

Davi d Eli gol ashavi li

Murdered in 1982. He was allegedly involved in | oan-
sharki ng and the sale of stolen Torah scrolls.

Vi ctor Malinsky
Found shot to death in Manhattan on February 6, 1983.

Zurab M nakhi
St abbed to death on August 21, 1983, in the Sadko Restaurant
in Brighton Beach, Brooklyn, allegedly by Benjam n Nayfeld
during a fight.

Ilya Goldstein (Attenpt)
Shot five tines in Manhattan on Decenber 15, 1983.

Evsei Agron (Attenpt)
Shot in the neck on January 24, 1984, as he exited an
under ground garage in the building in which he lived in Park
Sl ope, Brooklyn. He survived the attack but was |ater
killed on May 4, 1985 (see below). A self-proclained
"Russi an Godfather,” Agron cane to the United States in 1975
and, within a few years, built a crimnal enpire in Brighton
Beach.

M khai | Tol st onog
Found shot to death in a boiler roomon February 28, 1984.
Evsei Agron

Shot to death on May 4, 1985, when an assassin fired two



11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

bullets into his head as he waited for an elevator in his
bui | di ng.

Ilya Zeltzer
Shot to death on Feb. 3, 1986, during a shootout inside a
gas distribution office ("Platenum Energy") in Brooklyn. He
was all egedly shot by Viadimr Reznikov in a dispute over
boot | eg gas.
Shaya Kal i kman

Shot to death on March 3, 1986, in a Brighton Beach soci al
club, allegedly by Garik Verbitsky (see bel ow).

A eg Vaksman
Shot to death on April 26, 1986, inside a friend s Brighton
Beach apartnment. He was allegedly a md-Ievel cocaine
deal er.

VI adi mr Rezni kov

Shot to death on June 13, 1986, while getting into his car
in front of the Odessa Restaurant in Brighton Beach. He was
allegedly killed by La Cosa Nostra at the request of Russian
crimnals involved in the bootl eg gas scans.

Anat ol y Rubashki n

Shot to death. His body was found in a |ot in Sheepshead
Bay, Brooklyn, on July 25, 1986

Gari k Verbitsky
Shot to death in a Brighton Beach social club on April 21
1987. Al so known as "Jerry Razor," he was suspected of
mur deri ng Shaya Kal i kman (see above).
Rosal a El yurina
St abbed to death on Septenber 13, 1987.
Bori s Rubi nov
Shot to death in his car on Novenber 18, 1987. He was
believed to have been a lowlevel crimnal killed over a
drug debt.
Lev Persits (Attenpt)

Par al yzed after being shot in the back on Novenber 18, 1987.
He was al l egedly involved in the bootl eg gas scans.

Philip Moskowi tz



21.

22.

23.

24.

25.

26.

27.

28.

29.

Found dead in North Brunswi ck, N.J., on Decenber 5, 1987

Hi s body exhibited signs that he had been tortured prior to
his death. Moskowitz was a friend of Mchael Markowitz (see
bel ow) and was al so involved in the bootleg gas scans.
G egory Yanmpol sky

Allegedly killed by Felix Furman (see bel ow) on Cctober 18,
1988.

Fel i x Fur nan

Shot to death in Brighton Beach on Decenber 10, 1988, by
Val ery Zl ot ni kov from whom Furman was extorting noney.

M chael Markowi tz
Shot to death in a car on May 2, 1989. Arrested in
connection with the bootl eg gas scans, he was all egedly
killed on orders fromLa Cosa Nostra to prevent his
cooperation with police.
Abr am Khaski n
Found shot to death inside a burning car on May 23, 1990.
Boris Nayfeld (Attenpt)
Unexpl oded bonb found under his car on January 14, 1991
Jeronme Sl obotkin
Shot to death near his Philadel phia hone by Antuan
Bronshtein on February 19, 1991. In 1988, Sl obotkin had
testified against Ni codeno Scarfo and other Scarfo
associates, claimng to be a victimof a Scarfo protection
racket.
VI adi m r Vayner chuk
Bl udgeoned to death in an el evator on February 28, 1991
VWyachesl av Lyubarsky (Attenpt)
Shot in the buttocks by an unknown assail ant on March 3,
1991, in the hall outside his apartnment. He was allegedly a
menber of a Soviet narcotics trafficking group that inported
heroin into the United States through Bangkok, Poland and
Brussels. He was later killed, along with his son Vadim in
January 1992 (see bel ow).
Davi d Shuster (Attenpt)

Shot on March 20, 1991. He was allegedly involved in the



30.

31.

32.

33.

34.

35.

36.

37.

boot| eg gas scans.
Em | Puzyretsky

Shot to death on May 11, 1991, inside the Nationa

Restaurant in Brighton Beach. A gunman shot himtw ce at
close range with a sil encer-equi pped handgun and severa
additional tines after he fell to the floor. Puzyretsky was
a nob enforcer known for his use of knives. He was also
involved in the bootl eg gas scans.

Monya El son (Attenpt)

Shot in Brighton Beach on May 14, 1991. Reputed |eader of a
crime group involved in counterfeiting, drug trafficking and
other crimnal activities. He was allegedly involved in the
mur ders of El brous Evdoev and the Lubarskys (see bel ow).
This attenpt was suspected to have been in retaliation for
the attenpt on Vyachesl av Lyubarsky (see above). Oher
attenpts on Elson's life are detail ed bel ow

Gntis Digry

Shot to death in a car in Brooklyn on May 22, 1991. A
second man, Richardas Vasiliavitchous, was wounded during
the attack.

Mbi sy Zusi m and Leoni d Khazanovi ch

Zusim the owner of a West Phil adel phia jewelry store, and
hi s enpl oyee, Khazanovich, were shot to death with sem -
aut omati ¢ weapons on June 11, 1991, during a robbery at the
jewelry store.

Fima M1 ler
Murdered inside a Brooklyn jewelry store on July 27, 1991
He was all eged to be an associate of Nam k Karafov and Fi na
Laskin (see bel ow).
Nam k Kar af ov
Shot to death inside his apartnment on July 30, 1991.
Several guns were found at the scene but not the nurder
weapon.
Yevgeni M chail ov
Abducted in Brooklyn on July 8, 1991, his body was found in
a |l ot near Kennedy Airport in New York Gty on August 27
1991. He had been shot four tinmes in the head. He was
allegedly involved in jewelry theft and fraud.

Fi ma Laskin



St abbed to death in Miunich on Septenber 27, 1991
38. Roman Keguel es

Body found floating in Sheepshead Bay, Brooklyn, on Novenber
6, 1991. He had been stabbed nunerous ti mes.

39. Robert Sason (Attenpt)
Shot in the hand on Decenber 15, 1991
40. VWyachesl av and Vadi m Lyubar sky

Wacheslav ("Slava") and his son, Vadim were shot to death
on January 12, 1992, in the hallway outside their Brighton

Beach apartnent. After returning fromdinner with Slava's

wife, Nellie, they were anmbushed by an assassin who energed
fromthe hallway shadows and shot both nen, but not Nellie.
In 1995, Monya El son and others were charged in a federa

i ndictment for these and ot her nurders.

41. Efrim Ostrovsky

Shot to death on January 21, 1992, while exiting his stretch
limusine in Queens, N. Y. The hit was allegedly arranged by
Al exander Sl epinin (see below) who was extorting noney from
Ostrovsky.

42. Said Am n Mussost ov

Shot to death by two unknown gunnen on May 8, 1992, in the
hal | way of his honme in Palisades Park, N.J. A forner Soviet
ki ck- boxer, he was reputed to be a nenber of a violent
Chechen crinme group. It is suspected that he was invol ved
in the nmurder of Fima Laskin (see above).

43. El brous Evdoev (Attenpt)

Shot in the jaw and back in New York Gty on June 5, 1992.
Al l eged to be involved in prostitution, Evdoev survived this
attack but was later killed in early 1993 (see bel ow).

44. Al exander Slepinin

Shot to death in his car on June 23, 1992. Allegedly
responsible for the death of Efrim GOstrovsky (see above),
Sl epinin was shot nunerous tines in the head and back. In
1995, Monya El son and others were charged in a federa
indictment for this and other nurders.

45. El brous Evdoev (Attenpt)
Shot in the shoulder and hand on July 4, 1992, in New York

City. Evdoev told police the shooting had been ordered by
Monya El son.



46. Boris Roitman
Shot to death on August 26, 1992.
47. Monya El son (Attenpt)

Shot in the forearm by an unknown assailant in Los Angel es
on Novenber 6, 1992. El son was driven by Leonyard

Kant erkantetes to a hospital where he was treated and

rel eased. Two days later, an Arnenian attenpting to plant a
bonmb under Kanterkantetes' car was critically injured when
the bonb detonated prematurely.

48. Vladimr Zlbersteyn (Attenpt)

Shot in the face and upper body by shotgun pellets fired
from anot her vehicle while driving in Manhattan on Novenber
20, 1992. The shooting was all egedly caused by a dispute
with Italian nmobsters involved in the bootleg notor fuel tax
scans.

49. Vanya Sargsyan

Body was found early in the norning on January 1, 1993, in
an industrial area in Lynbrook, Long Island. A Brighton
Beach resident, he had been shot three tines in the head,
chest and shoul der with an automatic weapon. He was

al l egedly shot over a dispute regarding the trade of col ored
nmet al s.

50. El brous Evdoev

Body was found fully dressed, frozen solid in a snow bank at
an auto salvage yard in Pine Brook, N.J., on March 6, 1993.
He had been shot three tinmes in the head. Evdoev had been
the target of two previous shootings (see above).

51. Lev Gendl er

Found dead in his apartment on March 23, 1993. He had been
shot nunerous times in the head and body. Gendler's
crimnal history included arrests in the United States and
Israel for counterfeiting, extortion, kidnapping and bank

f raud.

52. M chael Libkin (Attenpt)

On June 10, 1993, M chael Libkin was shot inside his antique
store in Manhattan by Peter Gipaldi, a California "hitmn"
who had arrived in New York a few days earlier. Gipald
entered the store, spoke briefly with Libkin, renpoved a

si |l encer - equi pped, automatic handgun from his briefcase and
shot Libkin in the groin. After a struggle, Libkin took out
his own gun, followed Gipaldi out of the store and shot him



53.

54.

55.

56.

57.

58.

in the chest. Both nen were taken to Bell evue Hospital and
rel eased a few days later. Gipaldi was later convicted for
this shooting on the basis of an indictnent filed by the
Manhattan District Attorney.

Monya El son (Attenpt)

El son, his wife and bodyguard O eg Zapi nakm ne were shot in
front of Elson's Brooklyn honme by Boris Gigoriev on July
26, 1993. All three were treated and rel eased after a bri ef
stay at a local hospital. The attenpts on Elson's life
resulted froma dispute between El son and other crimna
factions within the Brighton Beach conmunity.

A eg Zapi nakm ne

On Septenmber 24, 1993, two nonths after the failed attenpt
on Monya El son, bodyguard O eg Zapi nakm ne was shot once in
the back and killed by an unknown assailant. At the tine he
was shot, Zapi nakm ne was checking a flat tire on his car in
front of his Brooklyn hone.

Georgiy Sidropulo (Attenpt)

Shot three tinmes in the jaw, chest and shoul der while
sitting in front of a Brighton Beach cafe on Cctober 20,
1993. The shots were fired froma van. Sidropul o was
believed to be part of a Russian and Hi spanic narcotics
group known as "T.F." (Together Forever).

VI adi m r Bei gel man

Shot to death by two unknown nmales who fired four shots into
hi s head, neck and back as he exited a van in Queens, N.Y.,
on Decenber 2, 1993. Wtnesses told police the shooters
appeared to be Hispanic. Reputed to be a mmjor cocaine
trafficker with ties to both the Cali Cartel and La Cosa
Nostra, Beigel man may have been blanmed for losing a | arge
shi pment of cocai ne.

Al exander Gut man

Shot to death execution-style by Northeast Phil adel phia
resi dent and Soviet em gre Antuan Bronshtein (see above) on
January 11, 1994, at the victims Philadel phia jewelry
store.

A eg Kor at aev

Shot to death on January 12, 1994, near the Arbat Restaurant
in Brighton Beach. A fornmer Soviet boxer known to be a
brutal nmob enforcer, he was attending a party at the
restaurant and was shot in the back of the head as he
stepped outside to get sone air.



59. Al exander Levichitz ("Sasha Pinya") (Attenpt)

Shot three tines in the head near the Arbat Restaurant in
Bri ght on Beach on the evening of January 17, 1994. He was
allegedly a close friend of Monya El son

60. Vladi mr Karak
Shot to death on January 21, 1994.
61. Yani k Megasaev

Body was found on March 23, 1994, in a pile of garbage in a
wooded area near Shore Parkway in Brooklyn. Megasaev had
been shot four tinmes in the face and chest.

62. Al exander G aber

Was shot along with two other nmen in Moscow on June 16,
1994, by unknown assailants in a car. Gaber had lived in
Bri ght on Beach for over a year and allegedly had ties to

| ocal organized crine.

63. Naum and Si nmeon Rai chel (Attenpt)

On July 11, 1994, Naum Rai chel was shot three times in the
chest and stomach near the Wnter Garden Restaurant in

Bri ght on Beach. That sane day, his brother Sinmeon was
severely beaten in Berlin, Germany. Both nmen survived the
at t acks.

64. Arkady Shvartsman
Shot and killed by two gunnen on January 18, 1995, as he sat
in his vehicle during the evening rush hour, just a few
bl ocks away from the Phil adel phia Police Departnment
headquarters. Shvartsman's briefcase, which contained over
$10 thousand, was |eft untouched by the gunnmen on the seat
next to Shvartsman.
65. Heinrich Barel (Attenpt)
Shot in the face on April 20, 1995.
APPENDI X F

Testinony of Eric Seidel, Deputy Attorney General - In Charge
New York State Organized Crinme Task Force

before the
House Committee on International Rel ations

(April 30, 1996)
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