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Abstract Environmental harms are frequently part and parcel of ordinary commercial
practice. Powerful social interests not only perpetuate great harms, they also obscure
and mask the nature of the harm production. They are also best placed to resist the
criminalisation process generally. Indeed, when it comes to corporate criminality,
recidivism is built-in to the endeavour to the extent that payment of fines is construed
as simply part of the cost of doing business (whether related to processing and
transferring of waste, or cutting down trees in particular sections of the forest).
Unless substantial penalties are put into play, there is little deterrent. This paper
proposes that reparative justice, with an emphasis on repairing harm within a generally
more punitive context, would be more appropriate and effective. This is illustrated by
consideration of recent cases heard in the New South Wales Land and Environment
Court in which a number of private companies were penalised using an interesting
variety of sanctions. Repairing harm should not be conflated with 'restorative justice'
per se. This is important, since 'repairing harm' can be imposed upon offenders
(especially corporate offenders) without necessarily involving consensual agreement
and/or 'conferencing' methods of negotiation. Company personnel, including senior
managers, change. But to change company practices, especially those that pertain to the
economic profit margin, requires regulatory and enforcement systems that penalise and
sanction in ways that are tailored to the size and activities of the corporation. For this to
succeed, it is argued that specialist environmental courts with well developed problem-
solving skills and capacities are required.

Introduction

Environmental harms are frequently built into ordinary commercial practice and the
everyday routines of people. The law both facilitates and reinforces the legitimacy of
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this, for example, by granting licenses to factories to pollute air and water, albeit within
certain limits [1, 2]. More egregious forms of harm are, however, subject to sanction.
The penalties involved will vary depending upon whether the offender is dealt with
through administrative, civil or criminal law mechanisms.

When it comes to corporate violations of environmental law, recidivism is
built-in to the endeavour to the extent that payment of fines is construed as
simply part of the cost of doing business (whether related to processing and
transferring of waste, or cutting down trees in particular sections of the forest).
Unless substantial penalties are put into play, there is little deterrent [3].
Powerful social interests not only perpetuate great harms, but also obscure
and mask the nature of the harm production. Indeed, they are also best placed to resist
the criminalisation process generally—truisms of any study of the crimes of the
powerful (see for examples, [4, 5]).

Such truisms are compounded when the crime is an environmental crime. A
perennial issue within green criminology, for instance, is the perception that the formal
institutions of criminal justice do not take environmental crime seriously enough. There
is plenty of evidence to substantiate this claim (see for example, [6–8]). The reasons
why, range from social and legal ambiguities over definitions of harm to the inadequate
operational knowledge of courts in responding to specific offences and/or in assigning
suitable penalties for environmental offenders. There are nonetheless important excep-
tions to this general rule (see for example, [9–11]), and it is these to which this paper is
directed.

As the central fulcrum upon which justice hinges, the dynamics and nature of the
court have a major bearing on what occurs prior to a case, what happens during a case,
and what happens after a case has been officially processed. Environmental crime has
typically been assigned low value by magistrates and judges, as reflected objectively in
sentencing outcomes (i.e., sentencing patterns over time in relation to various environ-
mental offences) (see [12–14]), although this is due to a variety of legal and social
reasons [1, 15].

Specialist environment courts, however, can and do have greater insight into
the nature of environmental offences [11, 16, 17]. Such institutions represent a
significant step-up when it comes to both comprehending the extent and nature
of environmental harm and in providing remedies that best match the offence in
question. For these courts, taking environmental crime seriously is their express
mandate.

For the purposes of this paper, the main concern is to elaborate the innovative way in
which one such court—the New South Wales Land and Environment Court in Australia
[hereafter ‘NSW LEC’]—is creatively applying sanctions in order to penalise compa-
nies that have transgressed existing environmental laws. For illustrative purposes, the
paper draws upon recent cases involving offences against the National Parks and
Wildlife Act 1974 (NSW). The intention is to demonstrate the ways in which the
NSW LEC is, in effect, imposing a particular form of ‘reparative justice’ as part of
its deliberations. Reparative justice, as defined here, refers to court efforts to make
defendants repair the harm that they have caused when committing environmental
offences. After briefly describing the contours of the New South Wales Land and
Environment Court, the article provides an elaboration of diverse sanctions being
applied by the NSW LEC in recent cases involving private companies.
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The Land and Environment Court of New South Wales

The New South Wales Land and Environment Court was created by the Land and
Environment Court Act, which was assented to on 21 September 1979. As noted by a
former Chief Justice of the NSW LEC, the Court was not directly established to protect
the environment [18]. Rather, it was established as part of the State’s court system with
a comprehensive and exclusive jurisdiction in planning and environmental matters.
That said, the Court is nonetheless vested with wide discretionary powers under the
relevant environmental legislation that it administers, and this inevitably has the
consequence of resulting in the protection of the environment. For example, the
Environmental Planning and Assessment Act 1979, which forms the basis for most
of the decisions of the Court, includes among its objects, the encouragement of the
protection of the environment and the encouragement of ecologically sustainable
development.

Similarly, the Court needs to be cognisant of the elements constitutive of ‘ecolog-
ically sustainable development’ as outlined in the Protection of the Environment
Administration Act 1991 (NSW), where it is noted in Part 3, 6, (2) that ecologically
sustainable development can be achieved through the implementation of the following
principles and programs:

(a) the precautionary principle – namely, that if there are threats of serious or
irreversible environmental damage, lack of full scientific certainty should not be
used as a reason for postponing measures to prevent environmental degradation.

In the application of the precautionary principle, public and private decisions should
be guided by:

(i) careful evaluation to avoid, wherever practicable, serious or irreversible damage to
the environment, and

(ii) an assessment of the risk-weighted consequences of various options,

(b) inter-generational equity – namely, that the present generation should ensure that
the health, diversity and productivity of the environment are maintained or
enhanced for the benefit of future generations,

(c) conservation of biological diversity and ecological integrity – namely, that con-
versation of biological diversity and ecological integrity should be a fundamental
consideration,

(d) improved valuation, pricing and incentive mechanisms – namely, that environ-
mental factors should be included in the valuation of assets and services, such as:

(i) polluter pays – that is, those who generate pollution and waste should bear the
cost of containment, avoidance or abatement,

(ii) the users of goods and services should pay prices based on the full life cycle
of goods and services, including the use of natural resources and assets and
the ultimate disposal of any waste,

(iii) environmental goals, having been established, should be pursued in the
most cost effective way, by establishing incentive structures, including
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market mechanisms, that enable those best placed to maximise benefits or
minimise costs to develop their own solutions and responses to environ-
mental problems.

The NSW LEC is part of the New South Wales court system, and has equal standing
with the Supreme Court of New South Wales [19], the highest court at State level and
which is only superseded by the High Court of Australia. The Court was established in
the light of two key objectives: rationalisation (in which diverse environmental,
planning and land matters could be dealt with in the single court) and specialisation
(in which the Court was given wide jurisdiction in relation to the matters before it, and
through appointment of appropriate personnel) [20]. The judges of the Court have the
same rank, title, status and precedence as judges of the Supreme Court of New South
Wales (see s9(2) of the Land and Environment Court Act 1979). The NSW LEC has a
wide jurisdiction to hear and determine many different types of case. These are grouped
by the relevant class of the Court’s jurisdiction, and include Class 5 cases, namely,
criminal proceedings for offences against planning or environmental laws.

The NSW LEC was essentially established as a ‘one-stop shop’ to hear matters
within its jurisdiction on an exclusive basis [18], and it has developed over time to
operate as a form of ‘multi-door courthouse’ [20]. It has three principal functions that
span administrative, civil and criminal functions. First, it acts as an administrative
tribunal, determining planning and building appeals on their merits. Second, it also acts
in a supervisory role in regards to cases of civil enforcement of planning and admin-
istrative law and judicial review of administrative decisions in those fields. Third, it has
a summary criminal jurisdiction that involves prosecution and punishment for envi-
ronmental offences.

Sanctions available to the NSW LEC for enforcement and compliance purposes are
provided under the Protection of the Environment Operations Act 1997 (NSW).
Traditional options include to impose a gaol sentence, to impose a fine, to order the
offender to take clean-up action or steps to prevent the offence from continuing or
recurring, and to order compensation to be paid to those who suffered damage to
property as a result of the offence or who incurred costs in taking steps to clean up the
harm caused by the offence.

Newer sentencing options expanded the types of measures that can be ordered by the
court. For example, the National Parks and Wildlife Amendment Act 2010 saw the
insertion of ‘Additional orders’ (s205(1)) that provides:

Orders.

The court may do any one or more of the following:

(a) Order the offender to take specified action to publicise the offence (including the
circumstances of the offence) and its environmental and other consequences and
any other orders made against the person,

(b) Order the offender to take specified action to notify specified persons or classes of
persons of the offence (including the circumstances of the offence) and its
consequences and of any orders made against the person (including, for example,
the publication in an annual report or any other notice to shareholders or a
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company or the notification of persons aggrieved or affected by the offender’s
conduct),

(c) Order the offender to carry out a specified project for the restoration or enhance-
ment of the environment in a public place or for the public benefit

(d) Order the offender to pay a specified amount to the Environmental Trust
established under the Environmental Trust Act 1998, or a specified organization,
for the purposes of a specified project for the restoration or enhancement of the
environment or for general environmental purposes,

(e) Order the offender to attend, or to cause an employee or employees or a contractor
or contractors of the offender to attend, a training or other course specified by the
court,

(f) Order the offender to establish, for employees or contractors of the offender, a
training course of a kind specified by the court.

The range of orders has been characterised as falling into two broad groups [21].
Orders aimed at restoration/preventing a recurrence of the offence

& Clean up orders
& Compensation orders
& Investigation costs orders (order the offender to pay costs and expenses incurred

during the investigation of an offence)
& Monetary benefits penalty orders (order the offender to pay a sum up to the amount

of the monetary benefit derived from the offence)
& Environmental audit orders (order the offender to carry out a specified environ-

mental audit of activities carried on by the offender)

Orders aimed at punishing or deterring offenders

& Fines/custodial sentence
& Environmental service orders (order the offender to carry out a specified project for

the restoration or enhancement of the environment in a public place or for the public
benefit)

& Publication orders (order the offender to publish details of the offence and the
orders made by the court in, for example, a newspaper and/or in a company’s
Annual Report)

The scope of its functions, the extent of its powers and the range of cases that come
before it has ensured that the development of the NSW LEC since its establishment in
1979 has been marked by extension of jurisprudential boundaries and the consolidation
of expertise in this area over time. The NSW LEC has also been noted for its emphasis
on timely and efficient management of its cases, welcoming of constructive suggestions
about its operations by user groups, a policy of assisting litigants as much as possible
(such as minimising costs and easing rules of evidence in certain merit appeals), and
endorsing mediation as an alternative to full-scale litigation [9, 18]. Another significant
feature of the NSW LEC relates to open standing; that is, any person can bring
proceedings to remedy or restrain a breach of a planning or environmental law, whereas
traditionally a direct right or interest was required to invoke standing. This has ensured
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cases that can be loosely described as ‘public interest litigation’, and the public interest
rather than the private interest, have been a major characteristic of the jurisdiction of the
Court [18].

The origins and functioning of the NSW LEC is based upon the idea that this court,
from inception, has been conceptualised and constituted as a problem-solving court,
with specific requirements to take heed of human interests, as well as those of natural
objects and animals and plants. An emergent concern has been to repair environmental
harm where possible and feasible. This has had an impact upon how the NSW LEC
carries out its functions. In the Class 5 criminal cases domain, for example, efforts have
been made to streamline processes, shorten trial duration and to negotiate outcomes.

A problem-solving court has the potential to expand the boundaries of ‘good
practice’ in resolving conflicts over environmental matters. As part of this, it provides
an opportunity to develop further the specific area of environmental jurisprudence. This
is evident in regards to the NSW LEC insofar as it has concretely addressed a number
of intersecting ‘justice’ considerations, ranging from substantive justice through to
therapeutic justice ([20]b). Institutionalisation of specialist expertise thus reinforces
and embellishes the further development of innovative practice and practical imple-
mentation of the law in relation to what have often formerly been simply abstract
declarations of principle and emergent rights with little applied substance.

The emphasis on remediation and repairing harm evident in the decisions of the
NSW LEC has prompted some commentators to describe it as engaging in forms of
‘restorative justice’ [9]. Similarly, ‘naming and shaming’ sanctions utilised by courts,
including environment courts, have been equated with restorative justice [10, 22],
presumably on the basis of the type moral reprobation associated with reintegrative
shaming [23]. The label ‘restorative justice’ is, however, misleading. Typically, restor-
ative justice approaches centre on empowering victims and involve multiple stake-
holders in decision-making who participate largely on a voluntary basis in processes
that take place outside of mainstream forums such as courts. They feature aspects such
as restitution and reconciliation, and attempts to change how offenders think about their
crimes [24]. These are not central features of how the NSW LEC operates in regards to
corporate criminality, as explored and explained below. Indeed, close scrutiny of the
literature shows that, to date, there is scant actual application of restorative justice in
dealing with environmental issues [25].

Yet, regardless of actual implementation, there are nonetheless complexities here
that warrant further critical scrutiny, not least of which is how or whether restorative
justice can and should be utilised in regards to dealing with corporate criminality.
Optimistic accounts suggest that restorative justice approaches do have a place in
dealing with corporate wrongdoing (see [26]) including that involving environmental
crime [27]. Others are more skeptical, and basing their arguments upon empirical
research, suggest that the threat of stopping a company from doing new business is
likely to be more effective than ‘shaming’ as a restorative justice technique of control
[28]. Still others argue that the corporation is inherently criminogenic and that it is the
politics surrounding social control and regulation that most counts in determining
outcomes [29].

At the pragmatic level of judicial decision-making, what is important are the types of
sanctions and remedies provided in legislation, and how the courts make use of what is
available to them. As will be demonstrated below, the NSW LEC is using a full
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repertoire of sanctions as part of criminal proceedings for offences against environ-
mental laws. Given the lack of such options in other jurisdictions, for example, in the
European Union (see [3]), this provides an exemplar of good practice that could
provide direction for potential legal reforms elsewhere.

Reparative justice and crimes of the powerful – selected cases

In this section, a series of recent judgements are reviewed in order to illustrate different
tactical decisions taken by the NSW LEC in responding to offences perpetrated by
companies in relation to the National Parks and Wildlife Act 1974 (NSW). All of the
offences were strict liability offences, so the key issue was not determination of guilt
but the sanction appropriate to the transgression in question. Basically, strict liability
means that regardless of intent or fault, if someone commits an act (or omission) that is
strictly prohibited by law then they must be held to account. Strict liability laws thus
punish people regardless of their state of mind, although the defendant may in defence
plead ‘honest and reasonable mistake of fact’ and if this is supported by some prima
facie evidence the prosecution will have to rebut this defence beyond reasonable doubt
[30]. Strict liability offences are regarded as so undesirable as to merit the imposition of
criminal punishment; yet, maximum penalties for strict liability offences are generally
lower than for crimes committed with intent [30].

While ‘guilty’ in the eyes of the law regardless of intent, recklessness or negligence,
subjective factors such as the latter do nonetheless come into play at the sentencing
stage, where judges weigh up such factors as part of sentencing determinations. As
observed by Preston [31], ‘A strict liability offence that is committed intentionally or
negligently will be objectively more serious than one which is committed unintention-
ally or non-negligently’. Intent is thus still important in environmental crime cases. But
consideration of intent is not relevant to assessment of guilt or innocence as, depending
on the legislation, the act is in and of itself may be considered worthy of sanction.
Rather, intent is taken into account, in certain circumstances, as a factor of sentencing.

The companies that are dealt with by the NSW LEC vary in size, composition and
viability. This, too, is reflected in its decisions. For example, in cases where the
‘company’ in effect has been a one-person outfit and the offender is elderly and in
debt, the Court has handed down sentences that take this into account (by adjusting
fines downwards, for example). Defendants such as property development companies
and state authorities (such as the Forestry Commission) are likewise dealt with in
accordance with their institutional status and financial position, and are punished
accordingly.

The cases below involved companies with substantial holdings and/or whose direc-
tors had significant knowledge of the harm being perpetrated. They were prosecuted
under s175B of the NPWA, ‘offences by corporations’, and in some instances the
manager was prosecuted as part of the proceeding. This is provided for in sections of
the National Parks and Wildlife Amendment Act 2010 No38 pertaining to offences by
corporations under which each person who is a director of a corporation or who is
concerned in the management of the corporation is taken to have contravened the same
provision (subject to specific exceptions). These cases were selected in order to
demonstrate the different sanctions actually applied by the NSW LEC in particular
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circumstances, with particular reference to the reparative as well as the punitive
elements.

Case 1

Garrett v Williams [2007] NSWLEC 56

The defendant was convicted of offences in violation of the National Parks and
Wildlife Act 1974 (NSW). This pertained to picking plants that were part of an
Endangered Ecological Community [EEC], through the act of mass clearing and
mulching of 2.9 ha. The clearing of the land related to preparing the way for subdivi-
sion consent by undermining the status of the area as worthy of conservation. The
defendant’s actions were in blatant disregard of the advice of his own consultant and the
NSW LEC deemed that he must have known that what he was doing was wrong.

The aggregate fine imposed by the court was $330,000, plus prosecutor’s costs of
$85,000. The defendant was also ordered to undertake 400 h of community service.

There were clear concerns here to express general and specific deterrence, and if
‘time is money’ the scale of the penalty is considerable. The reparative element lies in
the fact that the penalty fine was to be paid into the National Parks and Wildlife Fund.
It also is relevant that, rather than imprisonment, the NSW LEC determined that the
defendant was a suitable person for community service work (although, in this instance,
the content of this was not specified, but subject to the control and authority of the
Probation and Parole Service). The punitive element is found in the scale of the fine and
in the order to undertake community service.

Case 2

Gordon Plath of the Department of Environment and Climate Change v Fish;
Gordon Plath of the Department of Environment and Climate Change v Orogen
Pty Ltd. [2010] NSWLEC 144

The defendant was convicted of offences in violation of the National Parks and Wildlife
Act 1974 (NSW). This pertained to an act or omission causing damage to the habitat,
not being critical habitat, of a threatened species knowing the land concerned was
habitat of that kind, through the act of felling vegetation and habitat of the Koala.

The company Orogen was fined $10,000 and Fish the sum of $5000, plus prosecu-
tor’s costs and both were subjected to an Environmental Service Order, and a
Publication Order. The NSW LEC acknowledged that the defendants had been
subjected to extra-curial punishment – that is, any serious loss or detriment an offender
has suffered or will suffer as a result of committing an offence, quite apart from any
punishment imposed by a sentencing judge. In this instance, the defendants submitted
that there was adverse impact on professional reputation and their professional embar-
rassment resulting from the offence, and this constituted extra-curial punishment.

The reparative element lies in orders to conduct substantial parts of a Koala habitat
mapping project (as spelled out in a submitted exhibit put forward by the defendants).
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The Targetted Koala Habitat Utilisation Assessment Project cost $17,400 to prepare,
and was accepted by the NSW LEC as the basis for a work order.

There was a reprobation element as well insofar as the defendants were subject to a
publication order. This involved publication of the following notice in the Sydney
Morning Herald (the newspaper of record in New South Wales) and in the
Newsletter of the Ecological Consultants Association of NSW:

Environmental consultant convicted of causing damage to koala habitat at
Taylors Beach, Port Stephens

Orogen Pty Ltd and its director Anthony Fish have been convicted in the Land
and Environment Court of causing damage to habitat of threatened species,
namely the Koala, knowing that the land concerned was habitat of that kind.
Orogen and Mr Fish provided a developer with advice on what vegetation could
be lawfully cleared on a property but failed to advise that damaging the habitat of
the Koala was unlawful under the National Parks and Wildlife Act. Both Orogen
and Mr Fish were aware that the property contained habitat of the Koala and
Koala movement corridors. Vegetation containing Koala habitat was subsequent-
ly cleared. The offences occurred at a proposed development site at 60 Port
Stephens Drive, Taylors Beach, at the intersection of Sky Close.

Orogen and Mr Fish both pleaded guilty. Orogen and Mr Fish were fined a total
of $15,000. The company was also ordered to pay the prosecutor’s costs and
investigation expenses.

This advertisement was placed by order of the Land and Environment Court and
paid for by Orogen Pty Ltd and Mr Fish.

The significance of this case therefore is twofold. First, the defendants were ordered
to undertake a specific project directly related to the nature of the harm associated with
the original offence. Secondly, the NSW LEC specified the exact wording of the
publication order, and where it was to be published.

Case 3

Chief Executive, Office of Environment and Heritage v Coffs Harbour Hardwood
Sales Pty Ltd. [2012] NSWLEC 52

The defendant was convicted of offences in violation of the National Parks and Wildlife
Act 1974 (NSW). This pertained to picked plants of an endangered species and damage
to vegetation on or in land reserved under the Act, and involved logging operations for a
log haulage route in which 13 Newry Golden Wattle were killed and 8 damaged.

The defendant was fined $45,000 on one offence and $40,000 on another, and
ordered to pay prosecutor’s costs of $26,000. A publication order was issued for the
Coffs Harbour Advocate and the Bellinger Courier Sun. There was also imposition of
an environmental service order to the effect that the defendant was ordered to design
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and erect strainer posts and a gate in a specific location with the sign saying ‘Trail
closed for Rehabilitation’. The defendant was also ordered to plan and carry out works
for the mitigation and/or prevention of soil erosion in Jaaningga Nature Reserve caused
by the defendant’s clearing. This case is significant insofar as it also involved reparation
of the specific harm caused by the defendant.

Case 4

Chief Executive of the Office of Environment and Heritage v Rinaldo (Nino) Lani
[2012] NSWLEC 115

The defendant was convicted of offences in violation of the National Parks and
Wildlife Act 1974 (NSW). This pertained to by act or omission causing damage to the
habitat, not being critical habitat, of a threatened species knowing the land concerned
was habitat of that kind, through the act of clearing habitat of the squirrel glider.

The defendant was fined $20,000, ordered to pay 75 % of prosecutor’s costs, and
subject to a publication order. The need for specific deterrence was generated by the
defendant’s conduct that indicated an attitude of disregard towards the system of
environment protection legislation and planning control. In the words of the NSW
LEC, ‘they need to be taught a lesson which will, hopefully, discourage them from like
conduct in the future’ [at 56].

There were two reparative elements in this case. First, the penalty fine was to be paid
into the National Parks and Wildlife Fund for the specific purpose of mapping and
study of the squirrel glider populations in Booti Booti National Park and any Crown
land or council controlled land in the Foster area along with the study of the connec-
tivity of these areas within the urban landscape of the Foster area.

Secondly, the defendant was subject to the following directions:

(5) Within three weeks of the date of these orders, the defendant, pursuant to section
200(1)(d) of the National Parks and Wildlife Act, shall retain consultants with the
following expertise, being consultants acceptable to the prosecutor:

a. a bush regenerator;
b. an ecologist; and.
c. an expert with special knowledge of the threatened species squirrel glider

(Petaurus norfolcensis).
(6) Within 11 weeks of the date of these orders, the defendant shall prepare a

remediation plan for Area B in the map annexed to these orders relating to the
land at lot 22, deposited plan 843,479 located near Southern Parkway, Foster, to
include the following:

a. regeneration of cleared vegetation;
b. a timeframe for all actions proposed as part of the remediation plan imple-

mentation; and.
c. any other actions the consultants deem to be required to remediate the site.
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(7) Within 12 weeks of the date of these orders the defendant shall provide the
remediation plan as produced in accordance with Order (6) above to the
prosecutor.

(8) No later than 20 weeks after the date of these orders the defendant shall cause the
consultants to carry out all works required by the remediation plan and in
accordance with the time frame under the remediation plan.

(9) The defendant shall provide copies to the prosecutor of all retainers and instruc-
tions given to the consultants at the same time as they are given to the consultants.

(10) In the event that any or all of the consultants are unable to continue to act
pursuant to these orders, they may be replaced by the defendant engaging a
replacement consultant acceptable to the prosecutor.

(11) Schedule 7 to the Uniform Civil Procedure Rules 2005 is directed to apply to the
performance of the duties of the consultants as if they are parties’ single expert
witness in these proceedings.

(12) Notwithstanding Order (11) above, the defendant shall pay the professional fees,
costs and expenses of the consultants.

This case was significant because the fine imposed, while directed to the National
Parks and Wildlife Fund (a general pool used for environmental purposes) it
was nonetheless specified as to how the money was to be spent – namely, for
specific defined purposes. Likewise, remediation was ordered for specific reha-
bilitation purposes and, as the passage above indicates, the NSW LEC was very
precise in its instructions so that the performance would be of standard and the
tasks undertaken.

Case 5

Plath v Vaccount Pty Ltd. t/as Tableland Timbers [2011] NSWLEC 202

The defendant was convicted of offences in violation of the National Parks and
Wildlife Act 1974 (NSW). This pertained to the unlawful harvest of trees in a national
park, and involved the felling of 503 trees.

The defendant was fined $73,000, and ordered to pay prosecutor’s costs and
disbursements of $47,100 and prosecutor’s investigation costs to the amount of
$2900. The defendant was ordered to pay a specific recipient, the Northern Rivers
Catchment Management Authority, the fine amount to be used for general environ-
mental purposes.

Notably, the NSW LEC also ordered that all future public references by Vaccount
Pty Ltd. t/as Timberlands Timbers to the payment above shall be accompanied by the
following passage:

BThe contribution by Vaccount Pty Ltd, trading as Timberland Timbers, to the
Northern Rivers Catchment Management Authority is part of a penalty imposed
on it by the Land and Environment Court of NSW after it was convicted of
damaging reserve land, being an offence against s 156A of the National Parks
and Wildlife Act 1974^.
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This case features the payment to a specific agency for general environmental
purposes. The additional reference to any publicity pertaining to the payment of the
fine is important as well. The literature on ‘greenwashing’ is particularly relevant here,
in that it has been observed that compliance with regulations (or in this case, with a
court order) are sometimes used by companies as part of a public relations exercise in
which they claim to be environmentally virtuous because of the compliance or financial
contribution [32, 33]. The NSW LEC has forestalled this by imposing the above order.

Reparative justice not restorative justice

The tailoring of court outcomes across these five cases illustrates the flexible use of
sanctions, which is enhanced when a wide range is available to a court. The number and
types of sanction were expanded with the passing of the National Parks and Wildlife
Amendment Act 2010 No38, and this is reflected in Court sanctions post-2010. Thus
while community service was used solely for deterrent purposes in the 2007 case above
(since it was imposed as a general criminal justice sanction and implemented through that
system), after the legislative changes of 2010 community service has been re-directed to
specific environmental purposes and thus has become reparative as well as deterrent.

In summary, the New South Wales Land and Environment Court was able to draw
upon selected measures which best suited each particular situation, and that combined
punitive as well as reparative elements:

Fines
General.
Directed to Environmental Fund.
Directed to Specific Environmental Project.

Costs.
Prosecutor costs.
Investigation costs.

Community Service Order.
General community benefit.
Reprobation (in relation to defendant).
Publication Order.
Public Notice (in regards to specific site).
Publicity related to Fine Order (so as not to benefit from financial contribution
ordered as part of an offence resolution).

Rehabilitation (in relation to environment).
Environmental Service Order.
Monitoring.
Rehabilitation/remediation.

While typically criminologists and legal scholars have been critical of criminal
justice responses to corporate harm and crimes of the powerful (for being too lenient
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or not addressing underlying issues and power structures) [4, 15], this article has
provided a somewhat more optimistic account. The reason for this, however, is that
the prosecutions have taken place within a specialist court, with a clear focus on
repairing harm and ensuring environmental health and wellbeing. Moreover, the
NSW LEC has sufficient status (as equivalent to a higher court) and sanctions (fines
through to service orders, as well as imprisonment) at its disposal to authoritatively and
expeditiously punish the powerful in ways that have some substance.

It is notable that custodial sentences are not common in Australia or indeed
internationally for environmental crimes [30, 34]. A fine is the most common sanction
in places such as the USA, the UK, Belgium, Canada and Australia (see [1]. [14,
34–37]). Yet, if the purpose of the NSW LEC is seen to reside primarily in terms of
reparation of harm and deterrence of future offending, then what counts is how
sanctions can best contribute to these purposes. Fines, in this instance, are not simply
a ‘cost of business’ [2]. They are intended to be large enough to have deterrent effect
but, just as importantly, they are translated into meaningful projects and programs that
attempt to concretely remediate the damage and repair the harm. The linking of fines to
specific environmental purposes thereby marks it off frommore generic fine schemes in
which the money is channelled into consolidated revenue.

At a normative level, it is also important to highlight the inherent public interest
orientation of the NSW LEC. This likewise translates into a concern with repairing
environmental harm, but doing so in ways that involve general and specific deterrence.
Offenders are likely to suffer public denunciation as well as financial loss, both in the
form of direct fines and in efforts demanded of them to undertake remedial work.

Reparative justice, with an emphasis on repairing harm within a generally more
punitive context, would thus seem to be more appropriate and effective in dealing with
corporate crime than traditional sanctioning responses. However, repairing harm should
not be conflated with ‘restorative justice’ per se. The restorative justice perspective is
informed by concepts such as harm reparation, social restoration, community harmony,
and problem-solving. A retributive system of justice is essentially punitive in nature,
with the key focus on using punishment as a means to deter future crime and to provide
‘just deserts’ for any harm committed. A restorative approach is concerned with
promoting harmonious relationships by means of restitution, reparation, and reconcil-
iation involving offenders, victims, and the wider community [38, 39]. The benefits of
restorative justice are seen to be its emphasis on active agency (people doing things for
themselves), cost-effectiveness (compared with detention or imprisonment), victim
recognition and engagement (often through face-to-face meetings with offenders),
and community benefit (through participation and through community service).

One emergent aspect of environmental courts as specialist problem-solving courts is
the increasing attention being paid to the notion of ‘restorative justice’ as applied to this
area of jurisprudence [27, 40]. In New Zealand, for example, relevant sections of both
the Sentencing Act 2002 (NZ) and the Victims’ Rights Act 2002 (NZ) contemplate
restorative justice intervention [41] and restorative justice processes have long been
utilised by the New Zealand Environment Court [42]. According to Hamilton [41], as
illustrated by the New Zealand cases, restorative justice conferences can be utilised
across a wide variety of offences (e.g., pollution, both air and water; breach of
conditions of development consent; and destruction of trees); a wide variety of victims
(i.e., individuals; communities; and the environment); and a wide variety of outcomes
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(e.g., a defendant apology; payment of costs; tree planting). New Zealand applications
(and exceptionalism) aside, discussion of restorative justice specifically in relation to
the environment has tended to consist mainly of abstract pronouncements by
environmentally-minded commentators (e.g., on the importance of listening to the
voices of Nature) and extra-judicial comment (e.g., on taking into account nonhuman
interests in court deliberations), rather than case law as such (see [40, 43–45]).

Within the context of the criminal law and particular mandate of the New South
Wales Land and Environment Court, there is no specific or explicit reference to
‘restorative justice’ per se as a method or remedy. The Protection of the
Environmental Operations Act 1997 – S 250 does make reference to an additional
order (c) the offender to carry out a specified project for the restoration or enhancement
of the environment in a public place or for the public benefit; and subsection (1 A)
allows that without limiting subsection (1)(c), the court may order the offender to carry
out any social or community activity for the benefit of the community or persons that
are adversely affected by the offence (a ‘restorative justice activity’) that the offender
has agreed to carry out. While clearly oriented toward ‘repairing the harm’, this does
not necessarily include victim-offender interactions and exchanges characteristic of the
restorative justice process more generally, where the emphasis is on repairing the
relationship between offender and victim [16, 24]. In the history of the NSW LEC
there has in fact been only one instance in which restorative justice, involving processes
of mediation and community conferencing, has been used, although a number of
opportunities to do so have occurred over time [46, 47].

By contrast, reparative justice is different from restorative justice (in its conventional
sense) precisely because ‘repairing harm’ can be imposed upon offenders (especially
corporate offenders) without necessarily involving consensual agreement and/or ‘con-
ferencing’ methods of negotiation. Company personnel, including senior managers,
change. But to change company practices, especially those that pertain to the economic
profit margin, requires regulatory and enforcement systems that penalise and sanction
in ways that are tailored to the size and activities of the corporation. The reparative
justice approach can provide greater deterrent effect than the usual deterrence-based
approaches precisely because of what it demands of offenders by way of public
exposure, enforceable undertakings, and substantial commitments of time and re-
sources to environmental remediation. Harm reduction and a punitive approach can
operate in tandem and need not be seen as in opposition.

The complexities and harms associated with environmental crime demand responses
that are themselves flexible and multi-dimensional. From the point of view of jurispru-
dence and the operation of the court, specialist environment courts that operate on the
basis of problem-solving methods are well placed to put reparative justice into practice.
Such an approach also generates concrete examples that demonstrate that suitable
penalties for the powerful are indeed possible. Care should be taken to not romanticise
or over-inflate the positive work of the New South Wales Land and Environment Court
or to downplay the wider context within which it carries out its work. It, too, has been
subjected to intense political pressure and corporate criticism for its decisions, especially
by the mining industry and particularly around planning issues. But from the point of
view of identifying ‘best practice’, this particular court, with well over thirty years’
experience, seems to be at the cutting edge of ‘what could be’ and ‘what should be’.
There are important lessons to be learned, and much work yet to be done.
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Abstract Markets, in which participants are given a right to pollute that can be bought
and sold, are an increasingly popular form of environmental regulation. The bulk of
research in this area focuses on market implementation, efficiency, and effectiveness,
but merely notes the need for strong government oversight. Despite large-scale instances
of fraud in several markets, detailed understanding of what monitoring and enforcement
mechanisms will effectively protect market participants is lacking. Research on criminal
opportunities is primarily limited to a few studies of the European carbon market. In the
following paper, we begin to fill this gap in the literature. We draw upon Benson and
colleagues’ extensions of routine activities and situational crime prevention theories to
examine how business systems, processes, and networks increase or reduce opportuni-
ties for white-collar crime. Specifically, we assess whether these reconceptualized
opportunity theories explain the differing levels of known white-collar crime in two
domestic markets: the United States Acid Rain Program and the U.S. Renewable Fuel
Standard Program. Implications for theory and practice will be discussed.
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Introduction

Markets, which offer a venue (in person or electronic) for people to buy and sell goods
and services, have become an increasingly popular form of environmental regulation
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[6]. In the environmental arena, these Bgoods and services^ are primarily in the form of
permits to pollute. However, markets are also being used to restrict and allocate the
right to develop (and therefore damage natural resources like wetlands or endangered
species) and to distribute responsibility for achieving environmental goals, such as
renewable energy targets [6].

The bulk of research on environmental markets focuses on implementation issues
(e.g., [23, 48]), market performance (e.g., [6, 9]), market efficiency (see summary in
[33]), and reasons for compliance among regulated companies [49, 56]. In the case of
international markets developed in response to international treaties, scholars have also
examined compliance among member nations [5, 37]. Much of this work notes the
need for strong government oversight to protect property rights for effective and
efficient market operation (e.g., [6, 33]).

Yet, detailed understanding of what monitoring and enforcement mechanisms will
effectively protect market participants (and their credits) is lacking. Only a small body of
literature has examined how markets create opportunities to criminally exploit market
participants. In the existing literature, scholars have drawn on theoretical frameworks
from criminology and accounting to understand how macro-level contexts and dimen-
sions of market systems create criminal opportunities. With one exception (i.e., [38]), all
of this work has focused on the European Emissions Trading System (EU ETS) [1, 26,
27, 30, 40]. This research has advanced our understanding of how crimes emerged in the
European carbon market, but research on how the structure and processes of other
environmental markets create or reduce criminal opportunities is limited.

In the following paper, we fill begin to this gap in the literature by using opportunity
theories to compare these dimensions of two markets: the United States (U.S.) Acid
Rain Program (ARP) and the U.S. Renewable Fuel Standard Program (RFS). Consis-
tent with a case-control design [8, 59], we selected these two programs because they
represent comparable domestic markets with differing levels of known criminal activ-
ity. As such, these markets provide an excellent comparison to understand how market
systems create or prevent criminal opportunities.

We use opportunity theories to examine white-collar opportunity structures in these
markets, as the known crimes in these business systems are consistent with definitions
of white-collar crime as Bnonviolent crime for financial gain committed by means of
deception^ ([20], 2). We draw upon extensions of routine activities theory formulated
to examine white-collar crime [8] to assess how these systems bring motivated
offenders in contact with suitable targets in the absence of suitable guardians [18].
Specifically, we compare the systems’ common places, processes, networks, and the
level of white-collar crime to understand how each market creates or restricts criminal
opportunities. In addition, we use extensions of situational crime prevention theory to
consider measures that may prevent or reduce future white-collar offenses [7, 16].

This work is important. From an environmental perspective, illegal activities can
directly decrease emission reductions if fraudulent credits are bought and sold. Crimes
can also indirectly undermine environmental protection because they reduce market
effectiveness. Absent secure property rights and trust in the market, market participants
are unlikely to fully participate [6]. BWhere prevalent fraud exists, markets are bound to
crash^ ([38]: 229).

From a business perspective, regulated entities required to participate in these
markets have lost thousands (sometimes millions) of dollars to white-collar crime.
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Further, these companies are often charged with noncompliance with the relevant
environmental laws for surrendering what are discovered to be fraudulent credits. Small
companies that sell legitimate credits are also harmed when buyers attempt to reduce
the chances of buying fake credits by purchasing from larger and more established
sellers [34, 60].

As previously stated, environmental markets are an increasingly popular form of
environmental regulation. However, knowledge of how the structures and processes
created to implement these systems link to criminal opportunity structures is lacking.
Thus, in addition to providing insights into how to close loopholes (and increase
participation) in existing markets, in this work we also seek to inform the construction
of future markets.

Background

Prior to concerns with global warming and climate change, acid rain produced by
industrial discharges into the atmosphere was the subject of scrutiny for over a century
[44]. In the United States, the large-scale acidification of rivers and lakes throughout
the nation was especially troubling [44]. In order to reduce the pollutants responsible
for acid rain—sulphur dioxide (SO2) and nitrogen oxide (NOX)—Congress passed the
1990 Clean Air Act Amendments [15] to reduce emissions from power plants using
fossil fuels. Title IV of the Act came to be known as the ARP [15].

The ARP was the world’s first large-scale cap and trade program [46]. The program
places a Bcap^ (or a limit) on the amount of SO2 emissions from the electric power
sector in all 48 contiguous states [46]. The EPA also issues Ballowances^ (also known
as permits or credits to emit SO2) to regulated sources based on a company’s measured
rate of SO2 emissions [46], which may be bought and sold (or traded) throughout the
year. For example, if a regulated facility exceeds its cap, it may purchase additional
allowances (beyond its allocated allowances) to use for compliance. If a regulated
facility reduces emissions below its allowance allocation, it can sell the allowances or
bank them for future use [28]. At the end of each year, each source must surrender a
number of allowances/credits equivalent to their emissions1 [2].

The RFS began over a decade after the ARP. The 2005 Energy Policy Act included a
provision to increase the production and use of biofuels in order to lower our depen-
dence on foreign oil [38]. To accomplish this goal, the Act established a Renewable
Fuel Standard program (RFS1), which mandated that at least 7.5 billion gallons of
biofuels must be used in the nation’s gas supply by 2012 [52].2 In order to promote a
marketplace for biofuels, the RFS program mandates that petroleum companies and
fuel blenders must incorporate minimum amounts of biofuel into their annual trans-
portation sales irrespective of market prices [52].

In 2007, the RFS program was expanded when Congress passed the Energy
Independence and Security Act. The mandate of the new RFS program (RFS2)

1 Therefore, if a source emits 5000 tons of SO2, it must hold at least 5000 allowances, which are worth 1 ton of
SO2 emissions each.
2 The RFS program classifies biofuels as either total renewable fuels, advanced renewable fuels, cellulosic
biofuel, and biomass-based fuel. Currently, the majority of biofuel produced in the United States is ethanol
made from corn starch, which falls under the renewable fuel category [11].
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included diesel and required that 36 billion gallons of biofuel be blended into trans-
portation fuel by 2022 [38]. In addition, the EPAwas tasked with enforcing compliance
standards for fuel producers by tracking credits called for biofuel use called Renewable
Identification Numbers (RIN) [52]. Renewable fuel producers or importers assign a
RIN, a 38-digit serial number, to batches of renewable fuel [38]. Obligated parties (i.e.,
refiners or importers of petroleum-based gasoline) are issued specific renewable fuel
obligations (known as Renewable Volume Obligations), which are calculated based on
the party’s supply of gasoline and diesel fuel and the EPA’s biofuel goal for the year.
These parties must surrender RIN’s equivalent to this obligation within 60 days of the
end of each calendar year [51]. They may purchase RINs from a biofuel company to
surrender for compliance rather than producing the product themselves, thus creating a
RIN market [42].3

Relevant literature

Research on the ARP and RFS has focused primarily on market implementation,
efficiency/performance, and effectiveness.4 In regards to implementation, in his over-
view of multiple environmental markets, Bayon [6] discusses the need to clearly define
what is being bought and sold and argues that the allocation of credits is the most
challenging and important dimension of market design. To maintain market activity,
information flow, competition, and an understanding possible externalities is necessary
[6]. Information flow refers to the transparency of data and program operations [46].

Other scholars argue that research has accumulated such that we know how to make
environmental markets work. The key criteria for market efficiency include having well
defined and limited permits, inexpensive trading fees, and a system for storing (or
banking) permits over time [33]. From this perspective, political consensus on address-
ing an environmental issue and specific policy objectives (i.e., the amount of emissions
that need to be reduced) is the primary roadblock to market development [33].

Researchers have also examined market effectiveness. Studies of the ARP have
concluded that both sulphur dioxide and nitrogen oxide emissions from power plants
across the country have been reduced as expected [15]. In fact, the ARP program was
so successful that similar protocols to combat acid rain were signed in Europe in the
1990s [44]. Similarly, industry researchers concluded that in the last ten years, the RFS
has reduced harmful transportation fuel emissions by 589.33 million metric tons [24].

To ensure continued market effectiveness, government participation and oversight is
critical [6]. Securing the full participation necessary for an effective market requires that
market participants trust the items being purchased. BTo encourage trust, those design-
ing environmental markets need to think in terms of information disclosure, third party
monitoring, verification and certification of information, as well as laws that punish
fraud, encourage the standardized disclosure of information, and provide recourse for

3 Failure to surrender a sufficient number of RIN’s to cover the party’s obligation results in civil penalties of
over $30,000 per day plus disgorgement of any economic benefit that resulted from the failure to comply
(Schnepf and Yacobucci, [53]).
4 We focus on literature on the Acid Rain Program, the RIN Market, and general overviews of environmental
markets. With the exception of research on criminal opportunities that is directly relevant to this study, we
exclude any literature that only examines the European (or other) carbon markets.
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those who feel that they have been cheated^ ([6]: 19). In fact, scholars have argued that
absent these protections, the presence of fraud in the market is likely to result in a
market collapse [38].

Beyond these types of statements, however, detailed examinations of opportunities for
fraud and how to design government oversight to limit fraud are lacking. The small body
of literature that exists primarily examines the EU ETS. Most of that literature focuses on
compliance among regulated entities and member nations [5, 37, 49, 56]. However, a few
studies have examined broader criminal opportunities in this system.

Green criminologists draw on theoretical perspectives that connect power and
capitalism to environmental harms to understand how the visibility of the carbon
market coupled with the lack of viable oversight have enabled new criminal enterprises
to emerge [40]. Additional research examines specific dimensions of the EU ETS that
produced criminal opportunities. Ainsworth [1] and Frunza and colleagues [26, 27]
examine value-added tax (VAT) or missing trader fraud in that system. Ainsworth [1]
highlights the ease of this form of crime in the carbon market, noting Bunlike [VAT]
fraud in cell phones or computer chips, in this market there is no need to deliver goods,
no inventories in warehouses, no shipping documents to issue, or releases to draft …
Both legitimate and illegitimate transactions can be conducted from a lap top^ (p. 6).
He also analyzes flaws in tax policy that allowed VAT fraud to transition from cell
phones and computer chips to carbon. All VAT fraud has fit the following pattern: Ba
fraudster is able to align: (1) an obligation to reverse charge on a purchase coupled with
(2) a requirement to collect VAT on an onward supply (a resale)^ (p. 6). The fraudster
then will not report either transaction and will disappear with the VAT before the tax
authority notices.5 Finally, using theoretical extensions of routine activities theory to
include business systems [7, 8], others have examined how structural features of the EU
ETS provided Bcommon places^ for motivated offenders and suitable targets to
converge in the absence of capable guardianship. This provided a practical understand-
ing of how offenders exploited legitimate aspects of the system (i.e., networks,
registries, processes) in Bparasitic ways^ to commit crimes [30].

While this research on the EU ETS is important, this market is different from other
environmental markets in several ways that may influence criminal opportunities. First,
the EU ETS is an international market that operates in 30 countries with varying tax
laws and systems of monitoring and enforcement, which may present a different set of
opportunities than domestic systems. Second, it includes several Bflexible
mechanisms,^ such as the Clean Development Mechanism, in which developers can
earn credits for emission reduction projects in developing countries to achieve compli-
ance. This mechanism does not exist in other systems and therefore, the crimes that
emerge in it may not be relevant to other markets. Finally, the EU ETS involves credits
for greenhouse gas emissions, which presents a specific set of measurement problems.
The type of credits and how they are generated and measured in other systems may
create different opportunities for criminal activity. Thus, it is important to examine and
understand white-collar crimes in other markets.

5 Frunza and colleagues [26, 27] use forensic econometric methods to quantify the impact of the VAT fraud on
European carbon allowances markets. They estimate the impact to be approximately 1.3 billion pounds
sterling.
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Research on crimes in other markets is limited to one assessment of the verification
system in the RFS RIN program. Lashkari [38] compares the original and updated RIN
verification process to the system used to verify Clean Development projects in the EU
ETS. She argues that fraud in the RIN market would be reduced if a verification process
similar to the one required in the EU ETS was adopted. This work offers important
insights that will be described in further detail below. However, it is limited to one
study of the RIN market. As a result, broader understanding of what structures and
monitoring and enforcement mechanisms will effectively protect market participants
(and their credits) is needed.

Current research

In the current research, we build on the prior work on white-collar crimes in business
systems and environmental markets, namely the EU ETS. We use opportunity theories
to compare two U.S. based markets with substantially different records of (known)
criminal activity: the ARP and the RFS RIN programs. Specifically, we draw on routine
activities and situational crime prevention theories to understand how crimes occur in
environmental markets and assess potential ways to reduce opportunities for white-
collar crime.

Routine activities are defined as Bany recurrent and prevalent activities which
provide for basic population and individual needs^ ([18]: 593). According to routine
activities theory, shifts in these activities at the macro- or micro-levels can influence
opportunity structures, or conditions are necessary for crime to occur [18, 35]. As such,
analyzing opportunity structures is important to understand and address crime. Specif-
ically, assessing how routine activities result in the convergence of motivated offenders
and suitable targets in times and spaces that lack capable guardianship can help create
and modify spaces to reduce opportunities for crime [18].

Though originally designed to explain variation in street crime at the macro-level
[18] and then extended to the individual via lifestyle theory [35], routine activities
theory has also been elaborated to incorporate Bspaces^ relevant to business systems
and white-collar crimes [7, 8]. Benson and colleagues expand the definition of
Bcommon place^ beyond the physical locations typically discussed in theorizing about
street crime. In the case of white-collar crime, common places often include Bnetworks
that facilitate interaction between offenders and victims^ ([8]: 179). In addition, rather
than being a solid or fixed location, white-collar crime opportunities are also present in
business structures and processes, as these may either Bcreate or block opportunities for
crime^ ([8]: 185). More specifically, individuals may Bact parasitically^ and exploit the
legitimate dimensions of the business system for criminal purposes ([8]: 185).

The application of situational crime prevention theory to white-collar crime and
business systems also requires some extension. This theory argues that criminals find
some opportunities more appealing than others based on the effort required to commit
the crime, the risk of detection, the potential rewards, situational conditions, and
excuses to justify the act [8, 22]. As such, white-collar crimes Bare more likely to
occur if they are easy to commit, have low risks of detection, provide an attractive
reward, are encouraged by the immediate environment, and are easy to justify^ ([8]:
183). Reducing these factors requires altering opportunity structures. In the case of
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white-collar crimes, in which the offender has special access to victims or targets, uses
deception or concealment, and is often physically distant from victims, the transactional
network that links victims and offenders must be altered (rather than changing the
physical spaces associated with street crime). In addition, unlike street crime, situational
crime prevention techniques must be developed to spot the crime rather than the
offender, as offenders often have legitimate access to the business system [7].

In sum, using opportunity theories to examine white-collar crimes requires the
examination of common places, or the structures, processes, and networks in business
systems that may be exploited for criminal activity [7, 8]. In the current paper, we
compare these dimensions of the ARP and the RFS RIN market to assess whether they
explain the differing levels of white-collar crime in each system. Opportunity structures
are theorized to be crime specific [17]. The white-collar crimes that have occurred in
the RIN market are very similar. Therefore, we focus on comparing the structure and
processes of the common place in which they occurred to the same common place in
the ARP program.

Methodology

We use a case study design to examine our research questions regarding white-collar crimes
in environmental markets. Case study designs are appropriate when the research examines
Bhow^ or Bwhy^ a phenomenon occurs, the investigator has little (or no) control over the
events, and the researchers seeks to understand a current case within a real-life context. Case
studies informed by theory are considered stronger [59]. As previously stated, we used
routine activities and situational crime prevention theories to inform our work.

Single-case designs are typically criticized for the potential lack of generalizability,
as the case may represent a unique phenomenon [59]. Therefore, we use a stronger
method known as the case-control design [59]. In the case-control design, the case
selection must be consistent with the theoretical predictions [8]. Namely, the selection
of cases allows for theoretical replication because the selected cases are expected to
predict Bcontrasting results but for anticipatable reasons^ ([59]: 54).

The frequency of the outcome of interest is also important in the case-control design.
When the outcome of interest is relatively rare, selecting cases on the dependent
variable is best [8]. This way, organizations or in our case systems with known
instances of crime can be compared to those that lack evidence of crime to determine
whether the theory at hand is consistent with this variation [8].

In our work, we selected our cases based on the dependent variable (i.e., whether
evidence of white-collar existed within each system) and theoretical predictions.
Although it has been in operation for several decades, we know of no instances of
white-collar crime in the ARP. 6 In contrast, nearly a dozen individuals have been
prosecuted in U.S. federal courts for RIN fraud to date. Based in part on previous work
(e.g., [8, 29]), we expect that routine activities and dimensions of situational crime

6 We acknowledge the potential for undetected fraud in the ARP. However, given the age of the ARP, criminal
activity would have likely been detected by now. In addition, emissions are continuously monitored [12] and
the EPA generates ARP credits. Therefore, generating fake credits or misreporting credits would be difficult
and detection of those fraudulent activities would be relatively easy. These dimensions of the ARP market are
important for understanding criminal opportunities and are discussed in further detail below.
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prevention will explain the difference in the presence of white-collar crime in these two
market systems. Before examining this proposition, we first describe the crimes that
have occurred in the RIN program.

Findings

The RIN market

Recall that obligated parties (i.e., companies that supply gasoline or diesel transportation
fuel for the retail market by producing or importing it) are issued a Renewable Volume
Obligation, or a required (minimum) volume of biofuel in gallons per year. When a batch
(volume) of biofuel is produced, it is assigned a unique serial number called a RIN. At the
end of each year, each party must surrender enough RIN’s to demonstrate that it has met its
share of biofuel use (Schnepf and Yacobucci, [53]). Regulated companies may purchase
RINs from a biofuel company to surrender for compliance rather than producing the
product themselves [42]. In addition, obligated parties that blend more than required can
also sell RINs to companies that opt to purchase RINs rather than blending fuel themselves
(Schnepf and Yacobucci, [53, 38]).7

Therefore, as summarized in Table 1, RINS come in two forms: 1) Bassigned^ RINs
attached to a batch of biofuel and 2) Bseparated^ RINs, which are detached from batches
of biofuel [51]. Obligated parties may purchase attached biofuels (from a producer) and
blend them with diesel or gasoline to be sold at retail service stations. At the point of
blending, the RINs become separated, or detached from biofuel. Rather than blending
fuels themselves, obligated parties can also purchase separated RINS. Therefore, both
types of RINs can be traded and surrendered for compliance [43, 51], p. 6).

To facilitate the production and trade of RINs, the RFS system has five primary
structures/processes: registration (to track participation and credits), trading, a system of
trade verification, credit generation, and credit verification (the last two are discussed
below). Any person or entity that owns a RIN at any point during the year must register in
the OTAQ system (Schnepf and Yacobucci, [53]). This includes domestic and foreign 1)
obligated parties (refiners or importers of gas or diesel fuel) 2) exporters 3) producers and
4) other market participants. RIN transactions are recorded in the EPA’s Moderated
Transaction System (EMTS) [50]). Most trades occur via a private contract between the
buyer and seller, but spot markets also exist [60]. Trading partners enter separate records
into EMTS to document the purchase and the sale. The EMTS then conducts a check in the
form of matching reported trades before the RINs are traded [50].

Crimes in the RIN market

Overall, crimes in the RIN market were committed via two approaches. In some cases
individuals created and sold fraudulent separated RINs to corporations in need of
biofuel credits without actually producing any biofuel. In other instances, the RINs

7 Obligated parties with excess RINs can also hold them to surrender or sell during the following year
(Schnepf and Yacobucci, [53]).
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attached to low-grade biofuel were fraudulently labeled as higher quality biofuel.
Although prosecuted separately, several of the cases overlap with one another. The
cases are summarized in Table 2.

In the first three (unrelated) cases, each defendant sold fraudulent RINs. Operating
under company names, they made up RINs and sold them as separated credits without
producing any biofuel. Rivkin attempted to flee prosecution, but was extradited from
Guatemala [36]. The remaining instances of RIN fraud are all related and involve actual
biofuel. In collaboration with another partial owner, the Ducey Brothers (original
owners of E-Biofuels) colluded with CIMA Green to sell lower-quality (B99) biofuel
as higher-grade (B100) fuel by mislabeling RINs [32]. A new owner (Wilson) contin-
ued to engage in this scheme after purchasing the Ducey Brothers company (E-
Biofuels) and renaming it Imperial Petroleum [25].

Table 1 RIN Types

RIN Types Description Point in Process

Attached Biofuel and RIN are purchased together To be blended and sold by refinery/importer

Separated RINs are purchased alone Biofuel producer to blend and sell

Table 2 RIN Fraud Cases

Company Individual Description of Fraud Sentence

Clean Green Fuels Rodney Hailey Sold (fake) RINS without producing
any biofuel [41]; [34]

12 years prison [19]

Absolute Fuels Jeffrey Gunselman Sold (fake) RINS without producing
any biofuel [54]

15 years prison [54]

Green Diesel Phlip Rivkin Sold (fake) RINS without producing
any biofuel [13]

10 years prison; 87
million in restitution [36]

E-Biofuels Chad, Craig and
Chris Ducey

Sold low-quality biofuel as higher
quality by mislabeling RINs [32]

Awaiting sentencing [58]

E-Biofuels Brian Carmichael Colluded with Ducey brothers as
partial owner of E-Biofuels;
cooperated with authorities to
received reduced sentence [47]

5 years prison [47]

Imperial
Petroleum
(previously
E-Biofuels)

Jeffrey Wilson Hid fraudulent biofuel sales after
purchasing E-Biofuels and
renaming it Imperial Petroleum [25]

Trial ongoing [14]

CIMA Green Joseph Fernando Conspired with owners of
E-Biofuels/Imperial Petroleum
to sell low-grade biofuel as
higher quality [32]

20 years prison;
56 million in
restitution [47]

CIMA Green Evelyn Pattison Business partner of Fernando;
Conspired with owners of
E-Biofuels/Imperial Petroleum
to sell low-grade biofuel as
higher quality [32]

Awaiting sentencing [45]
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The ARP market

Recall that the ARP program placed a Bcap^ (or a limit) on the amount of SO2 emissions
from the electric power sector in all 48 contiguous states [46]. The EPA issues Ballowances^
(also known as permits to emit SO2) to regulated sources based on a company’s measured
rate of SO2 emissions [46]. Allowances may also be purchased via EPA auctions [2], to be
used for compliance in the same calendar year (i.e., spot auction) or in the future (i.e.,
advance auction) [3]. Allowances may be bought and sold (or traded) throughout the year.

Like the RFS program, the ARP market has the same primary structures/processes: a
registry, trading, a trade verification system, credit generation and credit verification
(the last two are discussed below). Any individual, corporation, or governing body
(e.g., brokers, municipalities, governmental groups) can participate in the allowance
market by opening a general account. The regulated community members (i.e., com-
panies forced to comply with the Clean Air Act) must create a compliance account in
order to transfer allowances. Specifically, participants must register with the Allowance
Management System (AMS) in order to trade allowances. Every AMS account is
assigned a unique identification number [2].

At the end of each year, each source must surrender enough allowances/credits to
cover emissions. Therefore, to achieve compliance, sources may reduce emissions by
upgrading technology so that allowances allocated by EPA will cover emissions,
surrender banked allowances, or purchase additional credits/allowances via the market.
In the market, companies willing and able to reduce SO2 emissions can sell excess
allowances (that are not needed for compliance) to companies over the limit and in need
of additional credits to surrender for compliance [28, 39].8 Allowances can be bought
directly from any individual or company who holds them. Trading can also be done via
a broker, which is typically reserved for larger transactions [2]. The EPA monitors
trading through the AMS, but requests to trade are made through the CAMD Business
System (CBS). Allowances are tracked via a unique serial number in the AMS [2].

Despite the relatively long history of the ARP, we know of no documented instances
of fraud in this market. This is in stark contrast to the relatively new RIN market.
Extensions of routine activities and situational crime prevention theories suggest that
we must examine how and why structures, processes, and networks in business systems
increase or reduce opportunities for white-collar crime. Specifically, we must under-
stand how systems allow motivated offenders access to suitable targets in the absence
of capable guardianship [7, 8]. In the following section, we apply these theoretical
arguments to assess whether they explain the presence of white-collar crime in the RIN
market and the absence of it in the ARP market.

Opportunity theories, market structure, and white-collar crime

In RIN fraud case, the motivated offenders were biofuel producers or companies/
individuals posing as biofuel producers. The victims were the obligated parties
(companies) that purchased fraudulent credits. Obligated parties are required to partic-
ipate in the RFS program, but the program operates on the principle of Bbuyer beware,^

8 However, no company can generate allowances themselves. Rather, the EPA controls the creation of these
credits. [2]
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meaning that obligated parties are responsible for performing due diligence to verify
RINs (even separated ones) prior to purchase. Therefore, victimized companies not
only lost the original cost of the fraudulent RINs, they also had to pay fines for
submitting fraudulent credits, pay for new credits to surrender, and pay legal fees if
pursuing restitution from the offenders [60]. A lack of guardianship in the credit
generation and verification processes in the initial RIN system allowed the frauds to
occur. Credits are generated by market participants rather than EPA. In addition, the
EPA does not assign the RIN numbers to batches of biofuel or maintain a registry of
numbers [38]. Although transactions had to be recorded in the EMTS, which is referred
to as a quality assurance check, the EMTS essentially served only as a screening tool,
as it lacked any direct verification of credit generation [60]. Essentially, no form of
guardianship existed in the processes around credit generation and verification.

In contrast to the large-scale fraud that have occurred in the RIN program, the ARP has
no known cases of crime. As such, there have been no known motivated offenders or
suitable targets. From a routine activities perspective, this could be explained by differences
in guardianship. However, in many ways, the AMS (EPA’s trade monitoring mechanism)
varies little from the system used in the RIN program. The system merely tracks account
holders (using identification numbers), allowances issued (using serial numbers), allow-
ances maintained in each account, and deductions for allowances surrendered for compli-
ance. Trading parties must notify EPA of transactions to update the system, but can wait to
record trades until the credits are surrendered for compliance [27]. However, in the ARP,
obligated parties’ emissions are continuously monitored via devices affixed to every power
plant [12, 21]. Regulators canmatch electronically monitored emissions data to allowances
at the end of every year [21]. Therefore, unless a regulated entity tampers with the
electronic monitoring equipment (which would be readily detected), the electronic guard-
ianship in the system offers virtually no opportunity to submit fraudulent emissions reports
or to falsify the number of credits available for purchase.

Connected to this difference in guardianship, the suitability of the target in each system
also varies. Petroleum companies were victims of the RIN fraud, but the credits in this
system were the suitable targets.9 In the RIN system, credits are generated by entities that
produce (or claim to produce) biofuel [38]. In addition, separated RINs can be purchased
without buying and blending biofuel. In theARP, however, EPA disseminates credits either
through the annual allocation or auctions. In other words, the governing body controls the
generation of credits. In contrast to the ARP, the RIN program created a target very suitable
to fraudulent activity. Given this difference in the nature of the credits, the RIN system is in
need of much stronger guardianship than the ARP market.

According to situational crime prevention theory [22], crimes are more likely to
occur when Bthey are easy to commit, have low risks of detection, provide an attractive
reward, are encouraged by the immediate environment, and are easy to justify^ ([8]:
183). These factors are also relevant to the difference in white-collar crimes in these
two market systems. Given that credits in the RIN market are generated by market
participants, fraud was relatively easy to commit. Motivated offenders simply had to
generate RIN numbers, in some cases without ever producing a drop of biofuel. In other

9 This distinction between the victim and the target is comparable to discussions of routine activities theory
and property crime. In property crime research, the victim may be a person or the household, whereas the item
stolen (e.g., lightweight electronics) is the target [18].
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cases, offenders simply mislabeled biofuel as a higher quality product. In addition, the
lack of checks/guardianship in the system (i.e., in the generation and verification of
credits) meant that the detection of fraud was unlikely. In fact, the initial cases of fraud
were only discovered due to complaints and tips from the public rather than any routine
screening or inspections.10 The volume of profits from the cases of fraud (previously
described) clearly makes the financial reward very attractive. Although the situational
factors are more difficult to assess, it seems that offenders became aware of the ease and
profitability of these crimes through connections to other offenders. For example, the
Ducey brothers colluded with another company to pass off biofuel as a higher quality
form. When Jeffrey Wilson purchased the Ducey brothers company in 2010, he
continued to engage in fraudulent activity under a new corporate name. Thus, the
immediate environment seems to have contributed to the spread of white-collar crim-
inal opportunities.

To reduce these problems, in 2013 the EPA proposed a new program in which
independent third-party auditors validate RIN generation [31]. Under this plan, third
parties conduct an engineering audit of biofuel producers and importers based on an
EPA-approved Quality Assurance Plan (QAP), or a list of elements that must be
checked to verify RIN generation [31]. These elements could include verifying the
type of feedstock, volume produced, and the categorization of RINs [38]. Though the
EPA does not officially approve auditors and can later change its assessment of them,
the agency reviews auditor’s QAPs and provides a list of auditors (via the EPAwebsite)
whose QAPs appear to be consistent with the regulations [38]. Producers must submit
the engineering reviews to EPA 60 days before generating RINs and they must update it
every three years [31].

In addition to the verification process, program participants (who use auditors) also
have an affirmative defense, meaning they will not be subject to civil penalties if they
surrender fraudulent RINs. However, one of the involved parties (i.e., the obligated
party, the certifier, or the offender) would have to pay for new RINs for compliance
[60]. Under Option A of the program, audits are performed more frequently and if
certified RINS are later found to be fraudulent, the producer, importer, and potentially
the auditor would be required to replace them. Under Option B, monitoring is done less
frequently (i.e., quarterly), but producers/importers and obligated parties must replace
invalid RINs [31]. Participation in the QAP is voluntary [38].11

The new program also requires Battest engagements^ in which certified public
accountants perform an established set of checks on paperwork requirements. Paper-
work requirements vary for obligated parties, exporters, producers, and importers, but
include documentation related to RIN generation, RIN transactions, other RIN activity
reports, and third-party engineering reviews (of producers). Attest engagements must
be submitted to EPA each year, six months after the end-of-year compliance assessment

10 For example, one offender (Rodney Hailey of Clean Green Fuels) parked numerous new cars in front of his
neighbors’ houses, forcing the school bus driver to take an alternative route and parents to walk longer
distances to drop off their children. Many of his neighbors complained to the authorities, helping to launch one
of the largest fraud investigations in the history of the EPA [19].
11 The National Biodiesel Board is working to establish a more formal process for RIN certification called the
RIN Integrity Network. Through the network, obligated parties can access information on legitimate biodiesel
producers. It remains unclear to what extent the network is being utilized [60].
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[31]. Whether these new provisions will significantly reduce opportunities for RIN
fraud will be discussed below, following the theoretical implications of this work.

Discussion

Theoretical implications

Overall, this research suggests that routine activities and situational crime prevention
theories can explain the presence of white-collar crime in the RIN market and the
absence of it in the ARP, as these markets vary in ways consistent with theoretical
predictions about criminal opportunity structures. Both systems could theoretically
increase crimes because of the lack of guardianship over transactions, but the nature
of the target and the lack of oversight over its generation makes crime more likely in the
RIN market. Namely, target suitability due to the process by which credits are generated
(i.e., by market participants rather than EPA) coupled with the lack of guardianship
(i.e., the absence of electronic monitoring of biofuels) resulted in more criminal
opportunities in the RIN system. Although the market did not create common places
(as trading occurred outside of the system), the requirement for petroleum companies to
participate provided motivated offenders with access to potential victims.

In addition to demonstrating the applicability of these theories to environmental
markets, this work has additional theoretical implications. Criminal opportunity struc-
tures are thought to be crime specific, meaning we must examine how offenders,
victims, and guardians may or may not converge for very specific types of crime
[17]. The current study also highlights the need to consider the nature of the target as an
important component of white-collar crime opportunity structures. Early studies of
routine activities theory demonstrated the connection between increases in lightweight
and portable electronics (i.e., the target) and household (i.e., the victim) property crime
during a time of decreased guardianship as women moved into the workforce [18]. This
work also demonstrates the need to consider unique aspects of target suitability in
conjunction with guardianship to understand white-collar criminal opportunity struc-
tures in environmental markets.

Limitations

To further delve into the theoretical and practical implications of white-collar crimes in
environmental markets, future research could improve on the limitations of this study.
Benson et al. [8] suggest that we need to draw upon several theories to fully understand
white-collar criminal opportunity structures in systems, including routine activities
theory, situational crime prevention theory, and crime pattern theory. Crime pattern
theory suggests that offenders become aware of criminal opportunities through daily,
legitimate activities. Therefore, offenders will encounter suitable targets and victims in
familiar places [10]. This assertion seems reasonable when analyzing white-collar
crimes in closed business systems, such as systems used to submit fraudulent medical
claims to insurance companies (to use Benson and colleagues example). However, it is
unclear whether crime pattern theory is consistent with offender behavior in open
market systems, as we do not have any information on the offenders or their criminal
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history. If information about the individuals involved in RIN fraud can be accessed,
future research should consider whether these crimes occur as part of motivated
offenders’ routine activities.

As previously stated, the case study design is an additional limitation of this study
due to its potential lack of generalizability [59]. The two markets examined in our case-
control design do not represent all of the existing variations in market structure that
might be captured in a large-scale quantitative study. However, given the relative
recency of many environmental markets, the sample size in a quantitative study would
be limited. Further, our approach case-control approach in which we selected on the
dependent variable is appropriate to test whether opportunity theory can explain the
presence or absence of white-collar crimes in these markets [8].

Practical implications

Despite these limitations, this work nonetheless has a number of practical implications.
If the way in which credits are generated in the RIN market remains the same, the need
to improve guardianship is very clear. Based on opportunity theories, Benson and
Madensen [7] suggest that situational crime prevention techniques must be developed
to spot the crime rather than the offender, as offenders have legitimate access to the
business system. In the words of Clarke [16], Bsituational prevention comprises
opportunity-reducing measures that (1) are directed at highly specific forms of crime,
(2) involve the management, design or manipulation of the immediate environment in
as systematic and permanent way as possible, (3) make crime more difficult and risky,
less rewarding and excusable as judged by a wide range of offenders^ (4).

As previously described, the EPA has established new program requirements,
including independent third-party engineering reviews of biofuel producers and attest
engagements in which accountants verify paperwork requirements [31]. Some have
suggested that this system may improve oversight in the market [60]. Taking these steps
is consistent with situational crime prevention theory, as they are designed to reduce the
specific forms of RIN fraud that have occurred, they manipulate the environment in this
system, and should make crime more difficult and increase the risk of being caught.
However, the level of implementation of these changes provides less reason for
optimism.

A recent review of EPA monitoring and control in the RIN market indicated that the
agency had placed additional controls on the EMTS. For example, producers can only
create RINS for renewable fuel types they are certified to create. The system also
prevents obligated parties from using retired, expired, or duplicate RINs to meet
compliance obligations and warns regulated parties to conduct due diligence [31].
However, a review of third-party engineering and attest engagement documents indi-
cated that EPA had been manually (but not electronically) tracking the submission of
the initial engineering reviews, but had not verified the submission of the three-year
update. Though the agency had a specialist who examines attest engagements, regula-
tors were not tracking whether all required parties submitted attest engagements or
whether they obtained all of the required elements. Out of a sample of 21 engagements,
16 did not include all of the necessary information and the EPA could not produce the
remaining five. The agency has since moved toward electronic submission, but per-
sonnel indicated that resource constraints were a problem. In addition, the new
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regulations require that auditors and accountants are independent of market partici-
pants, but the OIG could not determine from EPA documentation whether the same
individuals/entities were completing both the engineering audit and the attest engage-
ment, which could create a conflict of interest [31].

Others suggest that even with full implementation the current system is insufficient.
Lashkari [38] argues that the EPA needs to move toward a verification and certification
system equivalent to the EU ETS CDM (the Clean Development Mechanism) process.
Recall that CDM allows developers to earn credits (that can be traded) for projects that
reduce emissions in developing countries. In this program, auditors referred to as
Designated Operational Entities (DOEs) must verify and certify each project. Certifi-
cation involves confirming the estimated emission reductions related to the project by
assessing monitoring data and conducting site inspections. To verify the project, a
separate DOE later provides written documentation that project goals were achieved.
Lashkari [38] argues that the accreditation of DOEs and the level of oversight and
monitoring throughout the project (e.g., on-site inspections) should be implemented in
the RIN market [38].

From a situational crime prevention standpoint, this could be a more rigorous way to
increase the difficulty of crime and the risks of detection. The nature of the credits differ
in the CDM and RIN systems, as the CDM offers credits for emission reductions
whereas the RIN system generates for biofuel. However, the two are similar in that the
credits originate with market participants rather than a regulatory body. Therefore,
using the CDM process as a guide to further improve RIN oversight is possible.

However, the CDM system is not foolproof. Despite the United Nations’ accredita-
tion of DOEs, assessments of the review process gave the top five DOEs a D or lower
(on an A to F grading scale) due to problems with misconduct. For example, one DOE
validated projects that were never surveyed and another could not provide adequate
evidence of vetting. Two DOEs were temporarily suspended (for further details, see
[30]). No one was prosecuted, but many of these activities could be considered fraud.

Therefore, questions regarding how to improve guardianship in the RIN system
remain. Seeking to reduce the rewards from a situational crime prevention perspective
is unlikely. The legal requirements for renewable fuels will double by 2022, meaning
the volume of the market will expand and the RIN prices will rise, which will increase
the potential rewards of crime [60]. However, additional options may be available to
make crime more difficult and risky. These changes must effectively increase guard-
ianship in the system, as exclusion of people from the system undermines markets and
therefore is not an option.

Increasing guardianship in this system will require additional oversight by the
regulatory authority. Developing adequate guardianship may require training regulatory
officials in financial fraud detection and investigation as well as providing budget
increases for additional inspections and other oversight mechanisms necessary for
proper monitoring and enforcement. Some have argued that a complicated regulatory
system led to the failure of early EPA experiments with market systems [21]. However,
absent the ability to directly (perhaps electronically) measure outputs that generate
credits (e.g., emissions, biofuel production), additional regulatory oversight is likely
necessary to prevent fraud and maintain market integrity.

In addition, proactive assessment of loopholes in the system will need to be
conducted over time. If white-collar offenders are more Brational^ than other offenders
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(which is a frequent assumption), they may be adept at finding ways around situational
adjustments to criminal opportunity structures [7]. In fact, in his extensive research on
health care fraud Sparrow [55] argued that fraudsters are creative and adaptive and
therefore fraud control should be a dynamic rather than static process. Rather than
relying on a traditional enforcement/punishment approach, Bmaintaining effective fraud
controls demands continuous assessment of emerging fraud tends and constant, rapid,
revision of controls^ (89). As such, if the resources needed to take these steps are not
granted to environmental agencies, environmental markets that are structured like the
RIN system will not operate as efficiently or effectively as needed for maximum
environmental protection.

Directions for future research

Markets are increasingly being used to address a range of environmental problems
without adequate understanding of how to protect the market participants. Future
research should continue to explore how to improve guardianship in different market
forms without reducing market effectiveness. For example, unlike the ARP, greenhouse
gases are not always continuously monitored in carbonmarkets, but are instead based on
complex estimations. As new carbon markets (e.g., California, Mexico) are developed,
analysis of EU ETS emissions data might help determine whether fraud is occurring in
emissions reporting and how to prevent it. Research could also improve understanding
of how to govern markets that allow market participants to create credits. For instance,
evaluating whether changes to the EU ETS improve monitoring of CDM projects and
examining the potential effect of various forms of RIN regulatory oversight on partic-
ipation and fraud would advance understanding of how to construct these markets.

In addition to research on improving guardianship, research on the broader context
that shapes environmental market construction would be useful. Why was the RIN
market (and the EU ETS for that matter) constructed without adequate guardianship?
Was political support for increasing the use of biofuels lacking, leading to weak
controls in the market? Or, is there simply a knowledge gap regarding how to
effectively design different types of markets to prevent criminal activity? Criminolog-
ical perspectives have been notably absent from the dominant discussions of market
systems, with economists focusing more on market efficiency than the need for
guardianship (e.g., [28]). As such, in addition to political debates, a lack of understand-
ing of the criminogenic dimensions of market systems may also be responsible for
fraud in emerging markets. Scholars should explore this question to improve the
construction of emerging and future markets.

Conclusion

The accumulating research on crimes in EU carbon market [30] and the RIN program
[52] suggests that the growth in markets as a form of environmental regulation is
increasing opportunities for white-collar crime. Criminal opportunities are lower in
markets like the ARP in which a regulatory authority generates and issues allowances
and directly monitors regulated entities’ emissions/credits. However, in many other
markets, market participants estimate emissions and/or generate credits via a process
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that is difficult to directly monitor and measure. Without careful consideration of
guardianship (during market construction and following criminal activity), environ-
mental markets of this nature are likely to continue experiencing problems with major
frauds.
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Abstract In focusing on characteristics of national cabinets and parliaments, this paper
seeks to understand domestic factors that are conducive to the enforcement of policies
which protect victims of human trafficking in 33 democratic member countries of the
European Union (EU) and the Organisation for Economic Co-Operation and
Development (OECD). It argues for the need to consider the role of policymakers when
trying to understand what drives the implementation and enforcement of international
treaties that combat organized crime, such as the United Nations Protocol to Prevent,
Suppress and Punish Trafficking in Persons, EspeciallyWomen and Children, in national
policies. In so doing, the paper applies theoretical arguments of comparative politics to
criminology. Multivariate analyses show that the share of female parliamentarians and
the proportion of left wing and social democratic parties in cabinet are significantly and
positively associated with stronger efforts to protect victims of human trafficking. Future
research should expand the insights of this analysis through case studies on parliamentary
behaviour, legislative proposals, and votes related to human trafficking.

Keywords Human trafficking . Victim protection . Compliance . Anti-trafficking
policies . UN anti-trafficking protocol . Political science

Introduction

Human trafficking generates billions in profit at the expense of thousands of victims each
year [1, 2: 75; 3]. This makes understanding the dynamics leading to measures and
policies designed to protect victims of trafficking a critical task. Human trafficking is
defined as “[…] the recruitment, transportation, transfer, harbouring or receipt of
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persons, by means of the threat or use of force or other forms of coercion, of abduction, of
fraud, of deception, of the abuse of power or of a position of vulnerability or of the giving
or receiving of payments or benefits to achieve the consent of a person having control
over another person, for the purpose of exploitation” ([4]: Art. 3(a)). The trade in human
beings affects almost all countries in the world, albeit in a variety of ways [5]. In cases
where victims are trafficked across borders countries can be origin, destination, or a site
of transit for victims of human trafficking. Origin countries are states where victims get
recruited and trafficked away from. Destination countries are states in which the actual
exploitation for labour, involuntary sexual services, and other forms of slavery takes
place. Transit countries are states which are passed through by victims of trafficking
during their transport from origin to destination countries. These categories are not
mutually exclusive, as countries can be origin, destination and sites of transit for human
trafficking simultaneously. Although human trafficking is conventionally conceived as
international crime, domestic trafficking constitutes a significant share of all detected
trafficking cases around the world [6, 7]. In the context of domestic trafficking recruit-
ment of victims, transport, and exploitation takes place within the same country.

Currently, one of the most important global instrument to combat human trafficking
is the UN Protocol to Prevent, Suppress, and Punish Trafficking in Persons,
Especially Women and Children (also known as “UN Anti-Trafficking Protocol” or
“Palermo Protocol”), which was adopted in 2000 and entered into force in 2003. It
supplements the United Nations Convention Against Transnational and Organized
Crime and divides counter trafficking efforts into three policy dimensions: prevention
of further incidences of trafficking, prosecution of traffickers, and protection of victims.
To date the UN Anti-Trafficking Protocol has been ratified by 169 countries,1 but since
it lacks formal enforcement, monitoring, and sanction mechanisms, the levels of
compliance vary considerably between states [8, 9].

This paper aims to examine compliance with articles concerning victim protection of
the UN Anti-Trafficking Protocol. The paper focuses on the impact of domestic
policymaking, and thus examines the characteristics of national cabinets and parlia-
ments in a sample of 33 democratic member countries of the European Union (EU) or
the Organization for Economic Co-Operation and Development (OECD). In so doing
the study applies a political science framework to a problem that has hitherto been
mainly cast in criminological terms. Being created under the auspice of the UN Crime
Commission, the UN Anti-Trafficking Protocol was issued under a crime framework,
which has lead to a particular emphasis on prosecution and prevention, while the articles
concerning victim protection measures are formulated with a less binding character
[10]. Victim protection and rehabilitation however are pivotal pillars in the fight against
human trafficking which aims to have long-lasting effects. However, victim protection is
a ‘demanding’ policy dimension to comply with. The UN Anti-Trafficking Protocol
instructs states to grant amnesty to trafficking victims, which often requires changes in a
state’s criminal and immigration laws [4]. Likewise, provision of shelter, legal and
medical assistance as well as authorizing residency permits for trafficking victims are
important pillars for protection and empowerment, but they are also expensive. The
combination of high costs associated with victim protection measures on the one hand

1 See https://treaties.un.org/Pages/ViewDetails.aspx?src=TREATY&mtdsg_no=XVIII-12-a&chapter=
18&lang=en (accessed 7 June 2016).
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and wide discretion conceded to states in regards to compliance with this dimension
owing to the crime framework of the Protocol on the other hand results in high
incentives for states to avoid additional cost and little incentives to comply. This
provides an interesting context in which to study the role of internal characteristics of
states which may be conducive to the enforcement of policies to protect victims of
human trafficking as stipulated in the UN Anti-Trafficking Protocol.

Previous research on the adaptation and enforcement of anti-trafficking policies has
predominantly drawn on theories of international relations: states are conceptualized as
unitary, coherent and rational actors whose decisions depend on the structure of the
international system, irrespective of their internal, political composition [9, 11–13].
Hence, counter trafficking efforts are often seen as a product of what happens in the
international system, rather than being brought about by processes within states them-
selves such as advocacy and political representation [14, 15]. An assessment of the role
of characteristics of domestic political factors which are associated with comprehensive
victim protection efforts however is important since eventually it is the responsibility of
the ratifying nation state to implement and enforce the policies proposed in the UN Anti-
Trafficking Protocol. Hence, understanding what drives the enforcement of victim
protection policies warrants a closer examination of domestic legislators, which are
responsible for policymaking. While studies have repeatedly established a positive link
between anti-trafficking efforts and the representation of women in national parliaments
as well as respect for the rights of women in society [8, 9, 12, 14, 16], there are currently
no studies which have analysed characteristics of parliaments and governments beyond
the representation of women in political institutions. Consequently we know little about
how the ideological composition of governments and parliaments shape victim protec-
tion efforts of nation states and whether the positive association between the percentage
of female parliamentarians and compliance with anti-trafficking treaties remains signif-
icant when other government characteristics are controlled for. Anti-trafficking cam-
paigns often work with strongly gendered stereotypes of female victims trafficked by
male perpetrators [17, 18]. The depiction of women as the central group among victims
of human trafficking makes counter- trafficking efforts in general and the protection of
victims in particular a central issue for feminist debate [19: 319; 20]. Hence, female
politicians might take a greater interest in advocating policies to protect and empower
trafficking victims. The debate of human trafficking however goes beyond feminism in
its scope, making it relevant to advocates of human rights, too. Therefore additional
ideological characteristics of national governments should be relevant for compliance
with victim protection as stipulated in the UN Anti-Trafficking Protocol. Since traffick-
ing victims are among the most deprived population groups, cabinets and parliaments
committed to social justice and the inclusion of underprivilegedminorities might be more
inclined to adopt the UN Anti-Trafficking Protocol’s proposal for victim protection.

This article first provides a brief description of the UN Anti-Trafficking Protocol. A
review of literature establishing characteristics of national governments and parliaments
that might affect a state’s enforcement of victim protection policies follows, from which
four hypotheses about the effects of ideological as well as gender composition of
national cabinets and parliaments on efforts to protect victims of human trafficking
are extracted. These are tested in a sample of 33 democracies between 2000 and 2011
using ordered logit regression. The last section concludes with implications for future
research and political reality.
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The UN Anti-Trafficking Protocol

The fight against human trafficking looks back on 100 years of transnational legal
effort. The 1926 Slavery Convention is the first of many international conventions
against the trade of human beings implemented during the twentieth century. In the
course of increased awareness for transnational crime the OECD and EU member
countries made the eradication of human trafficking a priority issue [21, 22: 101–103].
Simultaneously, Nongovernmental Organisations (NGOs) campaigned for a global
instrument to facilitate the fight against the trade in human beings [12: 304; 23: 422].
As a result, in 1999 a UN ad-hoc committee supervised by the UN Crime Commission
met to develop the United Nations Convention Against Transnational Organized Crime
and its supplementary protocols. Adopted in 2000, the Protocol to Prevent, Suppress,
and Punish Trafficking in Persons, Especially Women and Children supplementing this
UN Convention has become a legal standard for global efforts to curb human traffick-
ing [23: 422; 24: 82; 22: 104]. In order to comply with the three policy dimensions of
prevention, prosecution, and protection, ratifying states must implement a series of
measures into their domestic policies. Yet, the Protocol imposes no direct sanctions for
non-compliance upon ratifying countries [25: 121].

To prevent trafficking, states need to exchange information and initiate research and
campaigns to raise awareness for the trade in persons. Furthermore, the Protocol requests
the eradication of factors contributing to the vulnerability of populations for trafficking
and exploitation such as poverty, unequal opportunities, and underdevelopment ([4]: Art.
9). The articles concerned with criminalization urge states to establish the trade in human
beings as a criminal offense in their domestic legislation to enable the prosecution of
traffickers and their accomplices ([4]: Art. 5). Protection of victims consists of confi-
dential court proceedings, the provision of legal counselling, housing, medical care, and
compensations, as well as employment opportunities and education ([4]: Art. 6).
Furthermore, Art. 7 suggests the alteration of domestic legal frameworks in order to
provide victims with the opportunity to (temporarily) reside in the country where the
trafficking incident was detected. Article 8 summons the victims’ states of origin to
facilitate their voluntary and safe repatriation by re-issuing lost or stolen passports.

The strategies of protection, prevention and prosecution differ in cost and effort, with
victim protection prescribing some of the most expensive measures to comply with.
Moreover, the three policy dimensions are not equally binding. Since the UN Anti-
Trafficking Protocol was issued by a law-enforcement body – the UN Crime
Commission – it is written with a “crime-fighting frame” [10: 324] which emphasises
punitive above protective measures [26: 67]. Articles concerned with prevention and
prosecution are formulated in imperative, whereas the Protocol’s instructions for victim
protection are attributed with extenuations like “in appropriate cases”, “state parties shall
consider”, or “to the extent possible under domestic law” ([4]: Art. 6–8; [24]: 83). The
discretion conceded to ratifying countries in regards to the protection of trafficking
victims makes compliance with this dimension of the UN Anti-Trafficking Protocol a
particularly interesting subject to study, especially with a focus on the role of domestic
politics. Incentives for compliance with victim protection measures as stipulated in the
UN Anti-Trafficking Protocol are little: on the one hand the Protocol’s guidelines in
regards to victim protection are not binding. On the other hand victim protection entails
some of the most costly measures. Assuming that states are rational actors we should
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therefore be able to identify domestic concerns and interests that foster compliance with
guidelines, which are not externally imposed. The analysis of states’ victim protection
efforts in the context of the UN Anti-Trafficking Protocol instead of more binding
documents like the 2011 EU Directive on Combating Trafficking in Human Beings
and Protecting its Victims or the 2005 Council of Europe Convention on Action against
Trafficking in Human Beings provides a promising approach to identify domestic factors
driving protection efforts. This offers a necessary internal perspective to supplement
existing research on anti-trafficking efforts with its focus on international relations.

Explaining anti-trafficking efforts

Different levels of compliance with the UN Anti-Trafficking Protocol have attracted
scholars’ attention [8, 9, 15, 16, 26–30]. This research has identified a set of factors that
drive states’ efforts to prosecute and prevent human trafficking as well as to protect its
victims. Compliance with the UN Anti-Trafficking Protocol entails international con-
sequences. On the one hand a country’s procedures against human trafficking might
displace the problem to adjacent states [9, 11: 251]. On the other hand successful
combat of trafficking in destination- and transit states depends on countermeasures in
origin states accountable for most of the former’s trafficking inflow [31: 5]. Therefore,
counter-trafficking efforts are often studied with a theoretical framework based on
international relations.

International relations theory and research perceives states as sovereign, coherent,
and rational entities, which engage with and influence each other in the “international
system” [32, 33]. The international system is characterized by power differentials, as
some states are more influential than others. International relations suggest two main
reasons for states to comply with international treaties lacking formal enforcement and
sanction mechanisms like the UN Anti-Trafficking Protocol: they are either coerced
into compliance by other states [32–34], or compliance is a strategic choice of states in
order to raise their reputation and signal credible commitments [35–38].

Coerced compliance may occur because destination countries have an interest in
origin and transit countries tackling the trade in human beings, so that fewer trafficking
flows will affect the receiving states [39]. To this end, powerful destination states can
impose unilateral sanctions on origin countries accountable for most of their trafficking
inflows [40]. Analyses have shown that states which are susceptible to international
pressure due to a poor ranking in the annual Trafficking in Persons (TIP) Reports issued
by the US Department of State [41] or financial loans from the USA are subsequently
more likely to implement and enforce anti-trafficking policies [8, 13, 14: 23, 28; 42].
Strategic compliance may occur when countries invest in anti-trafficking policies as a
means of demonstrating their devotion to human rights matters in order to reach other
goals, like entering trade partnerships or membership in prestigious international
organizations. For that matter, seeking membership in or being member of organiza-
tions such as the European Union (EU) or the North Atlantic Treaty Organization
(NATO) has proven to exert significant positive influence on implementation and
enforcement of anti-trafficking laws in post-communist countries [12].

From an international relations perspective a third reason for compliance with global
treaties such as the UN Anti-Trafficking Protocol might be the existence of regional
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treaties and anti-trafficking directives. Especially in Europe a number of binding
international documents and clarifications of states’ responsibilities in regards to human
trafficking with a particular focus on the protection of victims have emerged after 2000,
while in other regions the UN Trafficking Protocol is still the dominant tool to combat
trafficking. The Council of Europe Convention on Action against Trafficking in Human
Beings (Warsaw Convention), which was passed in 2005 and came into force in 2008,
stipulates that the identification and protection of victims are “paramount objectives”
[21: 7] in the fight against human trafficking. Besides this focus on victims’ rights the
Warsaw Convention is accompanied by formal monitoring mechanisms through the
Group of Experts on Action Against Trafficking (GRETA) which further increases
liability for states. In 2010 the European Court of Human Rights (ECtHR) clarified in
its judgement on the case Rantsev vs. Cyprus and Russia (2010) 51 EHHR 1 that
although the protection of victims of human trafficking is not explicitly mentioned it is
covered by Article 4 of the European Convention of Human Rights (ECHR). The
judgement spells out that in face of existing European legislation it is compelling for
authorities in all Council of Europe member states to proactively investigate in
circumstances that potentially involve human trafficking, and to provide for the safety
of potential trafficking victims. The judgement further broadens the prosecutive ap-
proach to human trafficking by emphasising requirements in regards to prevention of
trafficking and protection of its victims. Lastly, in 2011, the European Union adopted
the Directive on Combating Trafficking in Human Beings and Protecting its Victims,
which further enhances the legal rights of trafficking victims. Amongst others the EU
Directive urges states to tailor protection measures to the gender as well as the
trafficking purpose of victims. Through their binding character as well as their promo-
tion of victim-centered approaches in combatting human trafficking all three regional
documents are likely to influence state compliance with the global UN Anti-Trafficking
Protocol, especially in regards to the dimension of victim protection.

Research also indicates that states’ internal attributes and processes can contribute to
the enforcement of anti-trafficking efforts and implementation of measures to protect
trafficking victims. In an analysis of all countries included in the 2009 US Department
of State’s Trafficking in Persons Report, Wooditch [15] finds that a high status of
women in society increases trafficking related prosecutions. Bartilow [14] discovered
further evidence for the positive association between women’s equal rights and states’
counter-trafficking enforcement. In addition, Bartilow’s study shows a positive effect of
gender representation in government and legislative chambers on the enforcement of
anti-trafficking legislation, which is corroborated by later research [12: 316]. Freedom
of the press is another factor conducive to compliance with the UN Anti-Trafficking
Protocol [27], indicating the relevance of communication channels for interest groups.
Besides Wooditch’s [15] analysis, the above studies allow no statement on possible
divergent effects on the enforcement of prevention, prosecution and protection policies,
as they assess the overall extent of government action taken against human trafficking.

Those studies analysing compliance separated into the UN Anti Trafficking
Protocol’s three policy dimensions find that in correspondence with the emphasis of
the Protocol many countries’ efforts regarding prosecution and prevention are strong,
whereas most governments score poorly on their efforts to protect victims [8, 9, 16].
This finding reflects the unbinding character of the Articles concerned with victim
protection caused by the crime framework under which the UN Anti-Trafficking
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Protocol was issued with its focus on prosecution and prevention. Furthermore, high
costs associated with victim protection policies can account for sub-standard achieve-
ments [8: 254]. In addition, states might prefer prosecution over protection because
they fear generous treatment of victims might lead to increased illegal immigration
[11]. Nevertheless, we find a number of states, which enforce comprehensive victim
protection measures as part of their counter-trafficking efforts despite the high costs and
the non-binding character of articles concerned with victim protection in the UN Anti-
Trafficking Protocol. They are often characterised by being of civil law origin [11] as
well as the absence of corruption [8, 9, 30]. Likewise, governments in countries with
Christian majorities on average carry out more comprehensive victim protection than
countries where the majority is of Muslim faith, while however these differences are
more pronounced in autocracies than in democracies [16: 18–20].

The above findings indicate the importance of structural opportunities to raise
concerns and claims related to human trafficking, as well as the need for agents who
are willing to implement these demands into policies and practice. However, research
has not yet scrutinized which features of government and parliament beyond the share
of female parliamentarians are associated with the provision and enforcement of
comprehensive victim protection policies. This is surprising, as cabinet and parliament
are core institutions of national policymaking. Which of their attributes might be
conducive to the implementation of strong efforts to protect victims of human
trafficking?

Hypotheses

Studies have identified a positive relation between the share of parliamentary seats held
by women and endeavours to fight human trafficking in regards to prosecution but also
concerning prevention and the protection of victims [8, 9, 12, 14, 16]. The percentage
of female members in parliament measures so-called “descriptive representation” of
women. Descriptive representation means that the descriptive characteristics of elected
representatives reflect the demographic composition of the represented population [43].
This descriptive representation can lead to “substantive representation”, which means
that politicians purposely act on behalf of their counterparts in society who share the
same descriptive characteristics [43, 44: 60–91]. The transition from descriptive to
substantive representation is possible whenever an issue at stake invokes shared
concerns rooted in a common ethnic, social- or gender-based background of represen-
tatives and the represented [45–48]. Substantive representation of female interests by
female members of parliament is illustrated by the fact that the latter have been shown
to be more likely to introduce and pass legislation that addresses women’s concerns
such as child support, equal pay, or criminalization of sexual assault and domestic
violence [49–54]. Anti-trafficking campaigns often portray stark gendered stereotypes
of female victims suppressed by male traffickers [17, 18, 55]. The UN Anti-Trafficking
Protocol’s full name itself contributes to this understanding through its suffix “espe-
cially women and children”, which displays victim protection as a policy tool to pre-
eminently empower women. I therefore expect:

H1: The higher the proportion of women in a country’s federal parliament, the
stronger are efforts to protect trafficking victims in this country.
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However, this positive association between women in parliament and comprehen-
sive victim protection policies might change, once other characteristics of the legisla-
tive are taken into account. That is to say public policy output also depends on the
preferences of the (majority) party in government [56, 57] as well as on parliament’s
support for their proposed policies [57–59]. Political parties differ in their
ideological positions, and these ideological differences matter for a govern-
ment’s policy output [56, 60]. Social democratic parties in office consistently
correspond to higher welfare expenditures and more generous social legislation
[57, 61–63: 165, 171]. Hence, parties have clear preferences, which shape
public policy proposals and -outputs of the parties in government. Policies to
protect trafficking victims should appeal to left and social democratic parties, which
reportedly endorse protection of vulnerable population as well as equal opportunities.
Their aversion against social exclusion should shape government activity on human
trafficking when they hold office:

H2: The proportion of left and other social democratic parties in a country’s
federal cabinet positively influences this country’s compliance with victim
protection.

Yet, in democratic political systems more actors than just the incumbent
party are involved in policymaking to impose limits to the incumbent’s scope
of action [64].

The beneficial effect of the cabinet’s ideology on a country’s victim protec-
tion efforts is applicable to parliament as well [65, 66]. Victim protection
policies contribute to social justice and special protection for underprivileged
minorities. Therefore, victim protection efforts are expected to be more com-
prehensive where there is a favourable overall parliamentary attitude towards these
two issues:

H3.1: If a country’s national parliament has a high proportion of positive attitude
towards social justice, this country’s victim protection efforts will be more
pronounced.

H3.2: If a country’s national parliament has a high proportion of positive attitude
towards the special protection of minorities, this country’s victim protection
efforts will be more pronounced.

In addition, left parties in cabinet and their parliamentary environment should have a
combined effect on the existence and enforcement of victim protection policies. For the
government’s ideational preferences to show in policy output, the cabinet must over-
come parliament votes against its policy propositions [57: 174]. No or little discrepan-
cies between the cabinet’s and the parliament’s attitude towards social justice and the
inclusion of underprivileged minorities implies that the protection-favouring party in
government faces less resistance when parliament votes on their policy propositions –
especially if the share of cabinet seats held by left parties is small due to a coalition
government. If government and the parliament agree, veto points can be passed more
easily [58, 59]. Hence, the effect of the share of left parties in cabinet on benevolent
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protection policies is conditional on the overall supportive attitudes towards social
justice and the inclusion of minorities in parliament.

H4.1 The effect of left parties in cabinet will be more pronounced where the
parliament favours social justice.

H4.2 The effect of left parties in cabinet will be more pronounced where the
parliament favours the inclusion of underprivileged minorities.

Data and methods

Case selection

The above hypotheses are tested in a sample of 33 current democratic EU and/or
OECD member countries over a period of 12 years (2000–2011).2 The countries were
selected for three reasons. Firstly, the study focuses on internal government and
parliament characteristics of states. Yet, the literature review has shown that interna-
tional factors do play a role in explaining compliance with international treaties like the
UN Anti-Trafficking Protocol. Building the sample around advanced industrial democ-
racies levels differences in susceptibility to influence of international factors such as
dependence on foreign aid or prospective membership in prestigious institutions.
Nevertheless, differences in regards to economic pressure and affliction with human
trafficking remain and will be controlled for in the analysis. This will allow for
ascribing findings to the analysed internal factors.

Secondly, the countries in the sample are predominantly transit or destination countries of
human trafficking. As such, they are the site of transport and exploitation for trafficking
victims. Hence the study addresses the provision of protection measures for trafficking
victims where the existence of the latter is most pressing, namely where victims find
themselves most vulnerable, in a foreign environment and under the strain of exploitation.

Lastly, the eradication of human trafficking has been promoted as priority issue by
EU and OECD member countries for the last 15 years [21, 22, 101–103]. Furthermore,
the latter countries have played a key role in creating and promoting the UN Anti-
Trafficking Protocol. As a result, it is interesting to see whether this is “cheap talk” [29]
or whether these states actively enforce their self-made international standards of the
UN Anti-Trafficking Protocol to protect end empower victims of human trafficking
within their national borders.

Measures

Dependent variable

The outcome of interest for this study is a country’s enforcement of victim protection
policies as stipulated in the UN Anti-Trafficking Protocol. This is assessed with the
sub-index “protection” taken from the 3P Anti-Trafficking Index [8]. This index

2 See Table 2 in the Appendix for a list of the sample countries.
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annually rates national government efforts to implement and enforce policies to protect
trafficking victims on a five-point scale from the year 2000 onwards. A score of 1
indicates no efforts to protect trafficking victims, while 5 marks the best policy practice.
The evaluation of policy practice and enforcement is based on the requirements
formulated in the UN Anti-Trafficking Protocol. As such, no punishment for criminal
offences committed by trafficking victims as a result of being trafficked (e.g. breaching
immigration laws or engaging in prostitution in countries it is illegal), efforts to identify
victims, provision for victims’ physical, psychological and social recovery through
housing, medical assistance, job training, and (temporal) residence permits are primary
coding interests [8].3 The sub-index “protection” gives an overall account of protection
efforts suitable to answer the hypotheses of this study.

The information source for coding the sub-index “protection” are the annual
Trafficking in Persons (TIP) Reports issued by the US Department of State and two
additional reports published by the United Nations Office for Drugs and Crime [5, 7].
The TIP Reports contain narratives about the scope and form of human trafficking as
well as government responses for more than 150 countries worldwide. They also
include tier-rankings of countries based on their anti-trafficking efforts. The lack of
transparency of these rankings and their use as a policy tool by the US government has
been frequently criticised [2, 67: 239; 74; 68: 477; 41]. Nevertheless, the country
narratives in the TIP Reports are the only available source, which provides annual
trafficking updates by simultaneously covering a broad range of countries [69: 10].
More recently the Group of Experts on Action against Trafficking in Human Beings
(GRETA) provides a more detailed instrument to assess victim protection efforts than
the 5 point sub-index of the 3P index [67: 239–240]. The GRETA scoring card is based
on the legislative and institutional obligations of the 2005 Warsaw Convention.
Therefore, availability of this measure is restricted to European countries. In addition,
information is only available after 2011, which makes the scoring card unsuitable for
the present study.

Hence, the following analyses employ the sub-index of “protection-policies” of the
3P Index as dependent variables despite the criticism associated with its information
sources. Most of this critique only refers to the misuse of the tier-rankings produced by
the US Department of State for foreign policy ends and not to the actual written
information in the country narratives of the TIP Reports. It is important to stress that
coding of the sub-index “protection policies” is solely based on written information
given in the TIP reports and ignores the numerical tier rankings. A cross-validation of
available measurements of governmental anti-trafficking efforts has shown that in
Europe the scores of the 3PAnti-Trafficking Index widely reflects other measurements
[67: 248].

Independent variables

Four variables were used to measure the descriptive and ideological composition of
national parliaments and cabinets. The presence of women in parliament is measured
by the percentage of parliamentary seats held by female parliamentarians, available

3 For a detailed outline of the 3PAnti-Trafficking Index coding procedures, please see http://www.economics-
human-trafficking.org/mediapool/99/998280/data/Coding_Guideline.pdf (accessed 4 March 2015).
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from the Comparative Political Data Set III (CPSD III) [70]. The presence of left parties
in cabinet is captured as a percentage of total cabinet posts of all government parties
held by social democratic and other left-wing parties, weighted by the number of days
the government was in office in a given year. This measure is also available in the
CPSD III data [71: 6]. Two variables were calculated to assess overall parliament
attitudes towards social justice and underprivileged minority groups. Data was used
from the Comparative Manifesto Project (CMP) [62, 72, 73], which are based on a
content analysis of party manifestos at national elections. The Manifesto Project
calculates, for each party in parliament, how many sentences relative to the length of
the overall party program are dedicated to 56 topical categories [73]. The two catego-
ries relevant to this paper are “social justice” which encompasses favourable references
to the need for fair treatment of all people, special protection for underprivileged, the
removal of class barriers, and “underprivileged minority groups”, which circumscribes
“favorable references to underprivileged minority groups who are defined neither in
economic nor in demographic terms” [73]. Larger values of these variables indicate a
more positive attitude towards social justice and underprivileged minorities. The overall
proportion of parliamentary attitudes towards these two categories for each country and
year were calculated following a two-step logic: first, the scores of each parliamentary
party were weighted by the number of parliamentary seats held by this party. Second,
the weighted scores of parliamentary parties were added for each national parliament to
obtain the proportion of positive attitudes towards social justice and underprivileged
minorities respectively.4

Control variables

Counter trafficking policies are not exclusively linked to left-wing and social demo-
cratic parties. Due to the prominent belief that human trafficking predominantly
consists of illegal sex trade [55, 74, 75], conservative parties might find anti-
trafficking efforts to be a suitable justification for prohibiting prostitution. The same
effect can be expected from parliaments endorsing law and order policies. Political
parties, which devote large parts of their electoral manifestos to fighting crime, might
try to push counter trafficking legislation in parliament, especially since the welfare of
victims is often present in rhetoric concerned with tough action on crime [76: 93–141].
Hence, victim protection efforts might emerge as a by-product of counter-trafficking
pursuits aimed at suppressing trafficking in persons. Consequently, the analysis con-
trols for the presence of right wing parties in cabinet measured by their percentage of
total cabinet posts taken from the CPSD III data,5 and parliamentary support for law
and order, calculated analogous to the parliamentary attitudes towards social justice
and underprivileged minorities using the CMP data.

4 The data of the Comparative Manifesto Project are panel data using parties as unit. The measures hence had
to be aggregated on country-year level. As a consequence, the two variables representing parliamentary
attitudes towards social justice and underprivileged minorities only change values in years in which elections
took place and are constant in between.
5 The CPS III Data distinguishes parties in three ideological categories: left-wing/ social democratic, right-
wing, and centre. The presence of the percentage of both left- and right- wing parties in the model does
therefore not introduce problems with multicollinearity, as this leaves the parties at the centre of the spectrum
of political ideologies as reference category.
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Four institutional characteristics, which influence the policymaking process were
controlled for. First, the existence of political constraints, for example rigid checks
and balances, confine the ruling party’s possibilities to introduce new policies at a
national level. The political constraints measure by Henisz [77] records the feasibility
of policy change. It captures “the extent to which any one political actor or the
replacement for any one actor – e.g., the executive or a chamber of the legislature – is
constrained in his or her choice of future policies.“ [78]. Second, corruption impairs a
country’s anti-trafficking efforts [30, 79]. Third and likewise, enforcement of policies
to protect trafficking victims depends on the availability of monetary resources [67:
245]. Hence, Transparency International’s Corruption Perception Index and the
central government debt as percentage of GDP as available in the CPSD III [70]
are included.6 Lastly and fourth, laws and policy practice are shaped by a country’s
legal origin [80]. This influence in turn can impact a country’s likelihood to adopt and
enforce comprehensive victim protection policies [11]. To this end the analysis
includes a dummy variable to identify whether a country’s legal origin lies in Civil
Law (French, Scandinavian, and German Commercial Codes) as opposed to Socialist/
Communist or Common Law.

Models also control for a number of international factors. First, the type of traffick-
ing a country is confronted with will likely shape counter-trafficking efforts [9, 16].
Dummy variables capturing whether a country is predominantly affected by trafficking
as either destination, origin, or transit state will be added to the analysis [69].
Furthermore, countries in Eastern Europe differ from the other sample countries in
terms of political and economic pressures. A dummy variable indicating the location of
a country in Eastern Europe is therefore included in the analysis.

Furthermore, by ratifying the UN Anti-Trafficking Protocol states indicate their
awareness of human trafficking and its countermeasures. However, it may take some
time before the ratification results in the enforcement of proceedings to protect victims
of trafficking. Hence, the analysis contains a time variable counting the years since
ratification of the protocol to control for a state’s interest in suppressing human
trafficking.7 Lastly, to account for the relevance of binding regional treaties to victim
protection efforts a dummy variable to indicate whether a country has ratified the 2005
Warsaw Convention was included in all models.8

Analytic strategy

The data set has as a time-series-cross-section (tscs) structure with 396 country-year
observations of 33 countries between the years 2000 and 2011. The data meet the
minimum requirement of 10 repeated observations for pooled time series regressions
[81: 274; 82: 332]. Values of the independent and dependent variables vary over time

6 Government debt was standardized by subtracting the mean and dividing the result by the standard deviation
to arrive at a range of values comparable to the other variables.
7 For a systematic overview of the variables included in the multivariate analysis as well as their sources, see
Table 3 in the Appendix.
8 The EU Trafficking Directive as well as the judgement on Rantsev vs. Cyprus and Russia were omitted from
the analysis as the documents came into effect in 2011 and 2010, respectively. Since effects of such treaties
often show with some delay it was assumed that both decisions occurred too late in the observation period to
exert an observable influence on the dependent variable within the analyses.
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and countries.9 Given the ordinal structure of the dependent variable, ordered logit
regressions for pooled time series data were calculated.10 Standard errors were
clustered on country level to take into account that observations from the same
country are not independent from each other. The problem of autocorrelation is
addressed by inclusion of a one-year lag of the dependent variable (LDV) as
explanatory variable [81, 82]. The LDV may dominate the model’s explanatory
power [86: 231; 87: 336–343] but it can account for possible path dependency
of protection policies: policy decisions about victim protection in a given year
affect protection policies in the following year. The data do not suffer from
multicollinearity.11 In order to check robustness of the results additional models
with time-fixed effects and ordered probit regressions were run. Country fixed
effects are not included, as they lead to biased, inconsistent and distorted estimates in
ordered logit and probit and regressions [88: 407–408; 89: 1419–1423].

Results

Figure 1 displays the dispersion of protection efforts across the sample countries for
each year. Over time the number of countries in the sample pursuing very strong efforts
increases, whereas countries taking no action at all to protect victims of human
trafficking are only found at the beginning of the observation period. The graph also
shows that the sub-index protection is unavailable in a number of instances throughout
the first 3 years of the observation period.

Figure 2 illustrates four exemplary trajectories of the implementation of
victim protection within the sample countries: initial improvements with a later
decline in efforts to protect trafficking victims (Bulgaria), high volatility and
inconsistency of enforcement of victim protection policies (Japan), a clear trend
to improve efforts to protect victims of human trafficking over the course of
time (Slovenia), as well as stable and but declining efforts to protect trafficking
victims (United Kingdom).

What information do these numerical values of the index convey? The original
coding material of the index “protection” (the TIP and UNOCD Reports) reveals that
common reasons for declines in the “protection” index scores within these four
countries encompass failure to effectively identify victims of human trafficking and a
lack of proactive endeavours to detect trafficking victims in risk populations [90: 124–
125; 91: 149–152; UNOCD 2009: 240–241]. In some instances victims were not
identified as such and hence were wrongfully punished for breaching immigration

9 For summary statistics between countries, within countries, and across time of the variables included in the
multivariate analysis please see Table 4 in the Appendix. Furthermore, Figure 4 in the appendix shows the
victim protection trajectories for all countries in the sample.
10 Probit and logit regressions are a standard approach for dependent variables with only two possible
outcomes. Ordered logit is a generalization of the standard logit model allowing more than two outcomes
of the dependent variable [85]. The Brant Test of Parallel Regression Assumption indicates that the latter is
only violated for the lagged dependent variable. This variable however is only used as a control for
autocorrelation in the time series. Therefore ordered logistic regressions rather than multinomial or generalised
ordered logit models were calculated.
11 Collinearity statistics available from the author by request.
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laws (United Kingdom in 2008, Japan in 2007) or crimes committed as a direct result of
being trafficked12 (Bulgaria in 2008) [90: 124–125; 91: 255–256; 92: 94–95]. The low
index values for Bulgaria, Slovenia and Japan at the beginning of the observation
period reflect the lack of governmental protection services caused by limited funds
(Bulgaria and Slovenia), absence of witness protection capabilities (Bulgaria), refusal to
acknowledge the victim status of trafficked persons (Japan), and the failure to financially
support NGOs who work with trafficking victims (Japan) [31: 33; 93: 67; 52].

Slovenia’s success in establishing a sustainable system of state shelters and its
increasing collaboration with NGOs which offer counselling, legal support, and health
care has lead the country on a path towards steady improvement of its score on the
“protection” index [94: 136; 91: 227]. From 2008 onwards TIP reports describe
Slovenia as “sustaining generous victim assistance” [91: 227] practicing formalized
victim identification and referral mechanisms, granting amnesty to identified trafficking
victims, offering a 90-day reflection period where victims can decide whether or not
they would like to assist in prosecuting their traffickers, and paying annual funds of
over $100,000 to NGOs. These measures have been extended to provision of shelter,
rehabilitative counselling, medical and legal assistance, as well as vocational training
for trafficking victims and access to employment [7: 280–281]. The GRETA country
report for Slovenia, which was published in 2014, confirms ongoing comprehensive
victim protection efforts in Slovenia [95: 27–34]. However the Council of Europe
group of experts see room for further improvement of victim protection measures in
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12 Examples for crimes as a direct result of human trafficking are prostitution in countries where prostitution is
illegal but the victim is forced into it, or breaches of immigration law if the victim’s nationality requires a visa
in the destination country.
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formalising the identification process for victims and in abolishing differences in the
comprehensiveness of assistance and protection services contingent on the victims’
willingness to assist in the investigation and prosecution of their traffickers [95: 27, 30].

Starting from no victim protection at all, Japan displayed an “impressive start in
providing assistance to victims, including the implementation of a national action plan”
[96: 132] in early 2005. However, the government has repeatedly failed to comply with
its own agenda. Protection measures are mainly tailored to accommodate women who
are being trafficked for sexual exploitation purposes [7: 172].

Bulgaria gained index points in the mid-2000s through its passing of a bill to grant
comprehensive victim assistance, its investment in building government run shelters for
victims of trafficking and its close co-operation with anti-trafficking organizations [96:
128; 97: 89–90]. The more recent GRETA report of the first evaluation round reveals
that towards the end of the observation period the most significant deficiencies in
Bulgaria’s protection scheme for trafficking victims lie in the lack of protection services
for male victims, failure to identify unaccompanied minors as trafficking victims and
the subsequent imposition of educational obligations rather than protective measures, as
well as insufficient government funds to expand protection services beyond minimum
provisions [98: 35–43].

The United Kingdom (UK) gained its positive ranking through funding anti-
trafficking NGOs providing shelter and counselling for victims and by establishing a
“National Referral Mechanism” with clear operating procedures for officials encoun-
tering victims of human trafficking [97: 294–295; 99: 254].

However, some deficiencies have prevented the UK from attaining the best possible
index scores: the shelters in operation are mainly streamlined to support female victims
of sex trafficking [7: 292]. They do not admit trafficked children, victims of domestic
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servitude, and forced labour [97: 294–295]. Furthermore, the fate of child victims after
leaving their foster-homes is unclear. Altogether, officials are criticized for not being
proactive enough in identifying victims at important ports of entry to the country [90:
204–205]. Additionally, many services available in the United Kingdom’s victim
protection program are conditional on victims’ willingness to assist in the prosecution
of their traffickers [92: 337]. Harsh enforcement of anti-immigration laws in the UK
have led to the prosecution of victims for breaching immigration laws, which resulted
in a further downgrade on the protection index [97: 294–295]. Many of the deficiencies
in victim protection efforts of the United Kingdom pointed out by the TIP
reports were also addressed in the first round of the GRETA evaluation of UK
anti-trafficking efforts [100: 49–72]. Especially the fact that in several instances
unaccompanied minors who were potential trafficking victims were either
deported back to the country they entered from within 24 hours without notifying
child protection services, were put in detention for breaching immigration laws, or were
placed in foster homes but subsequently went missing raised concern among members
of GRETA [100: 57–59].

Table 1 reports results from the multivariate analysis. All columns show proportional
odds calculated from ordered logit regression coefficients with standard errors in
parentheses. The outcome in models 1 through 4 is the sub-index “protection” of
Cho et al. [8] as described in the previous section. Model 1 contains the main
independent variables. Model 2 adds two interaction effects between the share of left
parties in cabinet and parliament’s attitudes towards social justice and underprivileged
minorities, respectively. Model 3 adds control variables. Model 4 introduces time fixed
effects, which are not reported.13 All models contain a one-year lag of the dependent
variable “protection” to account for autocorrelation. The significant Likelihood Ratio
test statistics (LR) suggest that the predictor variables do have an effect on victim
protection efforts in all four models. Nagelkerke’s R shows proportions of explained
variance between 50 and 60 %.

After list-wise deletion the number of observations for the multivariate analysis is
reduced to 325 country year observations. 33 cases of these missing values can be
attributed to the lagged dependent variable, as the LDV is missing for each country’s
first year observation since there is no data for the year preceding the first observation.
Hence, the multivariate analysis only uses data from 2001 to 2011. In addition, the sub-
index “protection” is missing in a number of instances, especially at the
beginning of the observation period, which further reduces the number of complete
cases to 326. Early TIP reports contained fewer country narratives and those
countries with missing data at the beginning of the observation period were not
covered by those early TIP reports. Hence, no information about anti-trafficking
efforts of these countries could be coded. However, none of the independent
variables significantly predicts missing and non-missing cases on the dependent
variable. There was only one complete case with a score of 1 on the sub-index
“protection” (Greece in 2003), which was excluded from analyses so as not to
distort results.14

13 Available from author by request.
14 Please find a table with bivariate relationships between independent and dependent variables in Table 5 in
the Appendix.
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Table 1 Ordered logit regression (Pooled Analysis, Odds Ratios, Outcome = Index “Protection”)

Variables Model 1 Model 2 Model 3 Model 4

Protection(t-1) 5.816*** 5.639*** 4.993*** 5.629***

(1.399) (1.359) (1.184) (1.379)

Women in parliament (% seats) 153.375** 247.385*** 53.370* 73.327*

(240.922) (406.250) (107.032) (149.855)

Left parties in cabinet (% cabinet posts) 1.518 6.999* 23.778** 18.990**

(0.565) (5.335) (24.023) (19.456)

Parliament support for social justice 0.710 1.134 1.004 1.001

(0.199) (0.314) (0.430) (0.423)

Parliament support for minorities 1.499 1.854 0.798 0.922

(1.037) (1.420) (0.693) (0.763)

Left parties in cab.#parl. support social justice 0.171** 0.112* 0.134*

(0.108) (0.099) (0.123)

Left parties in cab.#parl. support minorities 0.455 0.284 0.270

(0.500) (0.376) (0.371)

Right parties in cabinet (% cabinet posts) 2.267 2.236

(1.142) (1.128)

Parliamet support for law and order 1.625*** 1.551**

(0.237) (0.219)

Political constraints 2.158 1.707

(2.312) (1.846)

Time since ratification 1.153 1.167

(0.140) (0.203)

Time since ratification (squared) 0.981 0.982

(0.015) (0.020)

Corruption perception index 0.910 0.914

(0.146) (0.145)

Government debt (% gdp) 0.733 0.782

(0.129) (0.141)

Manily destination country 0.905 0.994

(0.413) (0.471)

Mainly transit country 0.827 0.775

(0.381) (0.363)

Eastern Europe 0.383 0.484

(0.275) (0.342)

Ratification Warsaw convention 1.018 1.024

(0.304) (0.326)

Legal origin: civil law 2.306* 2.284*

(0.828) (0.826)

Observations 325 325 325 325

Nagelkerke R^2 0.551 0.562 0.589 0.606

LR Test 229.384 236.427 253.625 264.675

Prob >LR 0.000 0.000 0.000 0.000

Year FE No No No Yes

Robust standard errors in parentheses; *** p < 0.001, ** p < 0.01, * p < 0.05; table displays odds ratios
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Model 1 shows a significant coefficient of the LDV (p < 0.001), correspond-
ing to the assumption that a country’s victim protection procedures are
path dependent: the enforcement of protection efforts in a given year is likely
to shape a country’s dealing with trafficking victims in the years to come.
Model 1 furthermore corroborates evidence for a positive (significant) and
strong link between women in parliament and the existence of comprehensive
protection policies for trafficking victims, even if other parliament and
cabinet characteristics are controlled for. In Model 2 the effects of protection
efforts in the previous year and the share of women in parliament remain
significant. The strength of the influence of women in parliament however
shrinks when control variables and time-fixed effects are introduced to the
analysis (Models 3 and 4).

In Model 2 a significant direct effect of left parties in cabinet (p < 0.05)
emerges, which remains significant in the subsequent models. This lends sup-
port to the hypothesis that left parties in cabinet are positively associated with a
country’s efforts to protect trafficking victims (H.2). Only the interaction be-
tween left parties in cabinet and parliament support for social justice is signif-
icant, but contrary to expectations does not suggest a mutually reinforcing
effect between the two variables: parliamentary support for social justice does
not seem to enhance the association between left parties in government and
victim protection efforts. To the contrary, the effect of left parties in cabinet on
victim protection efforts weakens in the case of strong parliamentary support
for social justice. The variables representing the ideological composition of
parliament remain insignificant in Model 2 and the more restrictive Models 3
and 4. Hence, the present data do not corroborate the assumption that benev-
olent attitudes towards social justice and underprivileged minorities in parlia-
ment alone (H3.1 and H3.2) correspond to more comprehensive policies in the
interest of trafficking victims.

Model 3 confirms that the findings of Model 2 are robust to the presence of
control variables. Interestingly, not benevolent attitiudes towards social justice and
underprivileged minorities but parliamentary support for law and order significantly
coincide with the existence and enforcement of more comprehensive victim pro-
tection policies. The presence of right parties in cabinet however seems to be
uncorrelated to victim protection efforts. Civil law countries are significantly more
likely to display high scores on the protection index than common law or socialist
ones. None of the other control variables shows a significant association with
victim protection efforts. Time since ratification of the UN Anti-Trafficking
Protocol indicates a u-shaped relationship between time passed since ratification
and scores of the index “protection policies”: protection efforts increase shortly
after ratification of the protocol but then decrease the longer the ratification dates
back. Ratification of the Council of Europe Warsaw Convention appears to be
associated with more comprehensive compliance to the UN Anti-Trafficking
Protocol, but not at conventional significance levels. Protection efforts are lower
in the presence of government debt, high levels of corruption, as well as in Eastern
European countries. These associations again are not significant at conventional
levels. Lastly, results indicate that protection services for victims of human traf-
ficking are not more comprehensive in transit or destination than in origin
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countries. Model 4 demonstrates that findings remain stable in the presence of time
fixed effects.15

Figure 3 unpacks the significant interaction between the share of left parties
in cabinet and parliament support for social justice. It demonstrates how the
effect of the share of left-wing and social democratic parties in cabinet changes
with various levels of parliamentary support for social justice for different
levels of efforts to protect victims of human trafficking: limited efforts
(Fig. 3.1), modest attempts (Fig. 3.2), strong efforts (Fig. 3.3), and very strong
efforts (Fig. 3.4).16

Figure 3 shows that the interaction between the share of left parties in
cabinet and parliamentary support for social justice is only significant for
limited, modest, and very strong efforts (Figs. 3.1, 3.2, and 3.4) and is so only
for very low levels of parliamentary support for social justice. In Fig. 3.3
(strong efforts to protect victims) as well as for higher levels of parliamentary
support for social justice confidence intervals include zero, indicating that there
is no significant interaction between left and social democratic governments and
parliamentary support for social justice. What does this mean? Figures 3.1 and
3.2 show that the presence of left parties in cabinet reduces a country’s
probability to only make limited or modest attempts to protect victims of
human trafficking. However this negative effect becomes increasingly attenuated
the more parliamentary support for social justice exists. If left-wing parties in
cabinet try to prevent only limited or modest protection for victims (presumably
trying for stronger measures) then their efforts are thwarted by a parliament
with high levels of support for social justice, presumably aiming for the more
modest protection. In contrast, left parties in cabinet with no or only low levels
of parliamentary support for social justice increase the probability of very
strong victim protection efforts. Again, the presence of parliamentary support
for social justice actually diminishes this effect. Taken together, the presence of
parliamentary support for social justice seems to affect the policies of left and
social- democratic parties in cabinet as they constrain options for a very strong
protection of victims, and promote the more modest and limited approaches to
which the left wing parties in government are opposed.

Against the background of these results it appears as though parliamentary
support for social justice does not have the beneficial effect on victim protec-
tion efforts as expected in H3.1 and especially H4.1. Even though the provision
of comprehensive protection services for victims of human trafficking themat-
ically relates to social justice and support for underprivileged minorities, find-
ings of this paper indicate that in practice victim protection is more closely
related to criminal than social justice, as indicated by the positive effect of
parliamentary support for the strict enforcement of law and order policies in
models 3 and 4 of Table 1. National legislators thus seem to follow the crime
framework established by the UN Anti-Trafficking Protocol rather than a social
justice and minority-oriented agenda.

15 The results of models 1 through 4 remain the same when calculating ordered probit instead of logit
regressions (see Table 6 in the Appendix).
16 Marginal effects were estimated on the basis of Model 3 in Table 1.
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Discussion and conclusion

This study assessed the link between domestic political factors and compliance with
victim protection as stipulated in the UN Anti-Trafficking Protocol in a sample of 33
countries from 2000 to 2011. It contributes to the broader question as to what drives
compliance with international treaties lacking enforcement mechanisms: is compliance
only caused by international actors and power politics, or can local actors also
contribute to shaping the implementation and enforcement of policies [101]? The
results showed that certain characteristics of national cabinets and parliaments are
indeed significantly associated with more comprehensive policy efforts to protect
victims of human trafficking.

The consistently positive relationship between female parliamentarians and the
existence and enforcement of comprehensive policies to assist victims in human
trafficking confirms the results of previous research [9, 12, 14].

Nevertheless, this study advances our knowledge of the substantive represen-
tation of minority interests by female members of parliament: the gender effect
remains stable and significant even when other parliamentary and government
features, which are conducive to the protection of trafficking victims are con-
trolled for.

The multivariate analysis identified additional significant effects of govern-
ment parties and the ideological composition of parliament: first, left-wing and
social democratic parties in cabinet coincide with strong efforts to accommo-
date, counsel and assist victims of trafficking in human beings. Yet, the effect
of left parties in cabinet also depends on the parliament as an important player.
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Fig 3.2: protection = 3 (modest efforts)
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Fig 3.4: protection = 5 (very strong efforts)

Fig. 3 Average marginal effects of left parties in cabinet at different degrees of parliamentary support for
social justice (with 95 % confidence intervals)
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Contrary to assumptions this positive effect of left parties in cabinet is most
visible when there are low levels of parliamentary support for social justice.
However, high levels of parliamentary support for the strict enforcement of law
and order policies promote higher levels of efforts to protect victims of human
trafficking. These findings suggest that compliance with the dimension of
victim protection is more driven by a law- and order agenda than by a social
justice agenda. This reflects the framing of the UN Anti-Trafficking Protocol as
a crime fighting rather than human rights document. Even compliance to the
Protocol’s neglected area of victim protection is advanced by parliaments
composed of political parties on whose agenda crime and the strict enforcement
of criminal justice policies is a salient topic, and who thus buy into the crime
framework of the UN Anti-Trafficking Protocol. Even though the dimension of
victim protection thematically aligns with support for social justice or under-
privileged minorities more generally, this agenda might actually be driven by a
more parochial welfare agenda, which is inimical to newcomers and protects
welfare provision for national citizens. Therefore the results demonstrate that
even if social justice is widely supported in parliament, its members are
cautious in supporting the most far-reaching and comprehensive measures.
Lastly, countries with a legal origin in civil law show higher levels of compli-
ance with the UN Anti Trafficking Protocol’s dimension of victim protection.

A caveat is necessary here: the UN Anti-Trafficking Protocol grants its
ratifying states a high level of discretion regarding the policy dimension of
victim protection, as Articles 6 to 8 more strongly resemble recommendations
than obligations. For this reason, governments can design their protection
policies to firstly meet the circumstances they see themselves confronted with,
and secondly according to their own beliefs of best practice. If countries
experience that enforcement of generous victim protection policies serves as
an incentive for illegal immigrants to pretend they are victims of human
trafficking, they may easily cut back their protection efforts or make them
more restrictive (plausibly because of the popular voter backlash). This optional
character of the particular policy dimension of victim protection may render
domestic political factors like the ones identified in this study more significant.
Their influence may be less decisive regarding prevention and prosecution,
since these policy dimensions are formulated as obligations.

The results of this study yield important implications: firstly, future analyses
should not leave aside domestic political circumstances, actors, and their interplay
when trying to explain compliance with international treaties. Secondly, this paper
can serve as a basis for further qualitative in depth analyses on the role of the
administration and judiciary for the implementation of policies to protect and
support trafficking victims. The ordinal structure of the five-point scale index of
protection policies can only give a general account of how important the welfare
of trafficking victims is deemed in each country within the sample [102].17 Future
research should thus aim at a more refined measurement of victim protection

17 See also a recent article on performance indices in The Economist (8th November 2014): http://www.
economist.com/news/leaders/21631025-learn-ruses-international-country-rankings-how-lie-indices (accessed
17 Nov 2014).

Political determinants of efforts to protect trafficking victims 173

http://www.economist.com/news/leaders/21631025-learn-ruses-international-country-rankings-how-lie-indices
http://www.economist.com/news/leaders/21631025-learn-ruses-international-country-rankings-how-lie-indices


efforts, such as the new measure constructed from reports of the European
Council’s Group of Experts on Action Against Trafficking [67] or data available
in the “Human Trafficking Indicators Database” [84]. In this vein a further avenue
for future research is to look in more detail into different groups of trafficking
victims and their access to victim protection services. The GRETA reports cited in
this study imply that the provision and especially comprehensiveness of protection
services varies greatly among groups of victims defined by victim characteris-
tics or purposes of trafficking. Especially males and (unaccompanied) minors
have been identified to be a disadvantaged group of victims in terms of access
to protection services even in environments where these were widely available
for other groups and rated as “strong” by the protection index used in this
study (e.g. United Kingdom). Similar mechanisms might be found in relation to
domestic vs. foreign trafficking victims as well as victims who have been
identified as such by a country different from the one providing protection to
the victim (e.g. repatriated victims to Slovenia).

Future research should also focus on a more detailed analysis of the inde-
pendent variables of this study as well as further potential domestic influences
which might drive compliance with the UN Anti-Trafficking Protocol’s dimen-
sion of victim protection: do female parliamentarians feel a special “compas-
sionate solidarity” [103: 459] and responsibility towards trafficking victims due
to the phenomenon’s reputedly gendered nature? Or is human trafficking a
policy area over which women in politics can individuate and build up a
profile for themselves? Either way against the background of the GRETA
reports suggesting that protection efforts for women are generally superior to
those in place for men the role of female policy makers deserves closer and
more qualitative attention. Extensive analyses of parliamentary behaviour of
female members of parliament – such as their roll call history on legislative
proposals related to trafficking – can provide more fine-grained insights. Case
studies about legislative proposals and votes in regards to human trafficking
and victim protection could also shed more light on the role of government
parties and their ideational alignment. In addition, the role of social justice
agendas needs more research attention: when and how do welfare and social
justice policies become exclusive, and which minority groups are included and
which are not. These are questions that address the importance of solidarity
values in social justice policies and agendas, as well as public support for them.

Further potential drivers of compliance with victim protection efforts that
should be explored further are the role of particular trafficking patterns in a
country as well as the influence of regional guidelines as addressed in earlier
sections. This study has only assessed the influence of the Warsaw Convention,
which is owed to the observation period that ended in 2011. Now that the EU
Trafficking Directive as well as the judgement of Rantsev vs. Cyprus and
Russia have been effective for more than 5 years it is possible that these
constitute further important operators for compliance with victim protection as
stipulated in the UN Anti-Trafficking Protocol. The Warsaw Convention and the
EU Trafficking Directive however also deserve attention in their own right: is
compliance to those treaties affected by similar mechanisms to the ones iden-
tified in this paper? In which ways do particular forms of trafficking patterns
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(e.g. domestic trafficking, trafficking for sexual exploitation, trafficking for
forced labour) impact on the landscape of victim protection measures that are
put in place?

Lastly, future research should investigate the role of domestic political
factors for the two other policy dimensions addressed in the UN Anti-
Trafficking Protocol: are government characteristics less important for compli-
ance to prevention and prosecution, because states have a lower level of
discretion regarding the implementation of these policy dimensions in their
domestic legislation and practices?

The results of this study suggest that the fate of trafficking victims is not
entirely a product of international power politics and interests. It is also the
result of complex interactions on the local level between governments, parlia-
ments and the legal system, the different interests and agendas of actors, and
the structures in which they operate.
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Appendix 1

Table 2 List of countries in the sample

Australia Germany Norway

Austria Greece Poland

Belgium Hungary Portugal

Bulgaria Ireland Romania

Canada Italy Slovakia

Cyprus Japan Slovenia

Czech Republic Latvia Spain

Denmark Lithuania Sweden

Estonia Luxembourg Switzerland

Finland Netherlands United Kingdom

France New Zealand USA
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Table 3 Variables, description, and sources

Variable Description Source

Sub index
“protection”

Protection policy measure based on
victim protection as prescribed in the
Palermo Protocol. 5 point scale: 1 = no
effort; 2 = limited efforts; 3 = modest
attempts; 4 = strong efforts; 5 = very
strong efforts

Cho et al. [8]

Women in parliament
(% seats)

Percentage of women in parliaments at
the end of the corresponding year

Armingeon et al. [70]: Comparative
Political Data Set III; Codebook:
Armingeon et al. [71]

Left parties in cabinet
(% cabinet posts)

Cabinet composition: social democratic
and other left-wing parties as a per-
centage of total cabinet posts, weighted
by the number of days the government
was in office in a given year

Armingeon et al. [70]: Comparative
Political Data Set III; Codebook:
Armingeon et al. [71]

Parliament support for
social justice

Ratio of favourable references in party
manifestos to the need of fair treatment
of all people, special protection for
underprivileged, the removal of class
barriers etc. of all parliamentary parties
in a given year weighted by the
number of parliamentary seats held by
each party

Own calculation based on the data of
the Manifesto Project [73; 72; 62]
(variable per503)

Parliament support for
minorities

Ratio of favourable references in party
manifestos to underprivileged minority
groups who are defined neither in
economic nor in demographic terms of
all parliamentary parties in a given year
weighted by the number of
parliamentary seats held by each party

Own calculation based on data of the
Manifesto Project [73; 72; 62]
(variable per705)

Right parties in
cabinet (% parl.
Seats)

Cabinet composition: right-wing parties as a
percentage of total cabinet posts,
weighted by the number of days the
government was in office in a given year

Armingeon et al. [70]: Comparative
Political Data Set III; Codebook:
Armingeon et al. [71]

Parliament support for
law and order

Ratio of favourable references in party
manifestos to enforcement of all laws;
actions against crime; support and
resources for police; tougher attitudes
in courts etc. of all parliamentary
parties in a given year weighted by the
number of parliamentary seats held by
each party

Own calculation based on data of the
Manifesto Project [73; 72; 62]
(variable per605)

Henisz policical
constraints index

Measure to estimate the feasibility of
policy change considering the
restrictions on executives. Higher
scores indicate stronger political
constraints

Henisz [77]; Henisz and Zelner [78]

Time since ratification Count variable indicating the years which
have passed since a country’s
ratification of the UN Anti-Trafficking
Protocol for each year. Starts with 1 in
the ratification year. 0 if Protocol has
not yet been ratified in a given year

Own coding, based on https://treaties.
un.org/Pages/ViewDetails.aspx?
src=TREATY&mtdsg_no=XVIII-
12-a&chapter=18&lang=en
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Table 3 (continued)

Variable Description Source

Corruption perception
index

The CPI of Transparency International
Score relates to perceptions of the
degree of corruption as seen by
business people, risk analysts and the
general public and ranges between 10
(highly clean) and 0 (highly corrupt)

The Quality of Government Basic
Dataset Version 21 May 2012 [83]

Government debt
(% of gdp)

Gross amount of government liabilities as
percentage of GDP

Armingeon et al. [70]: Comparative
Political Data Set III; Codebook:
Armingeon et al. [71]

Mainly destination
country

Dummy variable, 1 if country is mainly
destination country for human
trafficking

Own calculation based on Frank [84]
(variable destination_order),
supplemented with information
from the Appendix of [5] in
instances where the Human
Trafficking Indicators Database
(HTI) did not provide the data.

Mainly transit country Dummy variable, 1 if country is mainly
transit country for human trafficking

Own calculation based on Frank [84]
(variable transit_order),
supplemented with information
from the Appendix of [5] in
instances where the Human
Trafficking Indicators Database
(HTI) did not provide the data.

Mainly origin country Dummy variable, 1 if country is mainly
origin country for human trafficking

Own calculation based on Frank [84]
(variable source_order),
supplemented with information
from the Appendix of [5] in
instances where the Human
Trafficking Indicators Database
(HTI) did not provide the data.

Eastern Europe Dummy variable, 1 if country is situated
in Eastern Europe

Own coding, based on whether
country was a former communist
country (BGR, CZE, HUN, POL,
ROM, SVN, SVK, LVA, LIT, EST)

Ratification Warsaw
convention

Dummy variable, 1 if country has ratified
2005 Council of Europe Convention
Against Trafficking in Human Beings
(Warsaw Convention)

Own coding, based on http://www.
coe.int/en/web/conventions/full-
list/-/conventions/treaty/197/
signatures?p_auth=JzCkvPR1
(accessed 26 May 2016)

Legal origin: civil law Dummyvariable, 1 if a country’s legal origin
lies in Commercial Code (French,
German, or Scandinavian), 0 if a
country’s legal origin is English Common
Law or Socialist/Communist Law

Own caluclation based on data from
The Quality of Government Basic
Dataset Version 21 May 2012 [83]
(variable lp_lego)
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Table 4 Summary statistics of variables in multivariate analysis

Variable Mean Std. Dev. Min Max Observations

Sub index
„protection“

overall 3.772.222 .9519401 1 5 N = 360

between .6927895 2.333.333 4.916.667 n = 33

within .650966 1.499.495 5.438.889 T-bar =10.9091

Women in parliament
(% seats)

overall .2290813 .1006965 .071 .473 N = 396

between .0979326 .0889 .4530667 n = 33

within .0285672 .1155813 .4078313 T = 12

Left parties in cabinet
(% cabinet posts)

overall .3427657 .3647292 0 1 N = 396

between .2273602 0 .8648417 n = 33

within .2877052 -.522076 1.147.332 T = 12

Parliament support
for social justice

overall .7567257 .4656563 .0819237 2.540.941 N = 396

between .3964287 .2540046 1.848.362 n = 33

within .2530939 .1299998 176.114 T = 12

Parliament support
for minorities

overall .204839 .2220006 0 1.104.333 N = 396

between .1856566 .0333197 .9524725 n = 33

within .1256016 -.2313487 .5507973 T = 12

Right parties in
cabinet (% cabinet
posts)

overall .4308843 .3656653 0 1 N = 396

between .2263515 0 .8856167 n = 33

within .28966 -.2834323 1.295.726 T = 12

Parliamet support for
law and order

overall .920759 .8160259 0 6.406.714 N = 396

between .6761093 .2306212 4.081.363 n = 33

within .4706426 -105.204 3.246.111 T = 12

Political constraints overall .4618604 .1153753 .13334 .72 N = 396

between .0901059 .253346 .7066298 n = 33

within .0736103 -.0090976 .7285404 T = 12

Time since
ratification

overall 2.691.919 2.993.839 0 11 N = 396

between 1.478.357 0 05. Mai n = 33

within 2.615.033 -2.808.081 8.191.919 T = 12

Corruption perception
index

overall 6.812.107 1.974.011 2.6 10 N = 393

between 1.963.926 3.226.012 9.508.661 n = 33

within .351999 5.771.487 804.599 T-bar =11.9091

Government debt
(% gdp)

overall -2.35e-09 1 -1.434.789 428.219 N = 396

between .9643134 -1.369.321 3.099.426 n = 33

within .3098315 -.8711491 1.536.535 T = 12

Mainly destination
coutry

overall .5176768 .5003196 0 1 N = 396

between .4154971 0 1 n = 33

within .2872098 -.3989899 135.101 T = 12

Mainly transit
country

overall .1868687 .3902992 0 1 N = 396

between .275623 0 .9166667 n = 33

within .2801446 -.729798 1.103.535 T = 12

Eastern Europe overall .3030303 .4601496 0 1 N = 396

between .4666937 0 1 n = 33
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Table 4 (continued)

Variable Mean Std. Dev. Min Max Observations

within 0 .3030303 .3030303 T = 12

Warsaw convention
ratified

overall .1742424 .3797977 0 1 N = 396

between .1784429 0 .5 n = 33

within .3365875 -.3257576 1.007.576 T = 12

Legal origin: civil law overall .4848485 .5004026 0 1 N = 396

between .5075192 0 1 n = 33

within 0 .4848485 .4848485 T = 12

Table 5 Bivariate correlation (Spearman) between independent and dependent variables (t-statistics in
parentheses)

Protection

Protection (t-1) 0.7142 (0.0000)

Women in parliament (% seats) 0.4738 (0.0000)

Left parties in cabinet (% cabinet posts) 0.1324 (0.0169)

Parliamentary support for social justice -0.0530 (0.3411)

Parliamentary support for minorities 0.0765 (0.1691)

Right parties in cabinet (% cabinet posts) -0.1068 (0.0545)

Parliament support for law and order -0.1061 (0.0560)

Political constraints 0.0252 (0.6504)

Time since ratification 0.1171 (0.0349)

Corruption perception index 0.3263 (0.0000)

Government debt (% of GDP) 0.0675 (0.2251)

Mainly destination country 0.1818 (0.0010)

Mainly tranist country -0.0270 (0.6271)

Eastern Europe -0.3264 (0.0000)

Warsaw convention ratified -0.0093 (0.8679)

Legal origin: Civil law 0.3422 (0.0000)
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Table 6 Ordered probit regression (Pooled Analysis, Outcome = Index “Protection”)

Variables Model 1 Model 2 Model 3 Model 4

Protection(t-1) 0.947*** 0.933*** 0.881*** 0.934***

(0.123) (0.124) (0.125) (0.125)

Women in parliament (% seats) 2.964*** 3.146*** 2.243* 2.323*

(0.897) (0.933) (1.112) (1.163)

Left parties in cabinet (% cabinet posts) 0.247 1.044* 1.785** 1.700**

(0.216) (0.452) (0.583) (0.599)

Parliament support for social justice -0.148 0.101 0.045 0.065

(0.156) (0.153) (0.237) (0.233)

Parliament support for minorities 0.131 0.196 -0.261 -0.204

(0.357) (0.396) (0.451) (0.421)

Left parties in cab.#parl. support social justice -0.976* -1.250* -1.192*

(0.388) (0.514) (0.553)

Left parties in cab.#parl. support minorities -0.264 -0.661 -0.659

(0.589) (0.723) (0.748)

Right parties in cabinet (% cabinet posts) 0.473 0.467

(0.262) (0.266)

Parliamet support for law and order 0.285** 0.264**

(0.090) (0.088)

Political constraints 0.511 0.430

(0.657) (0.652)

Time since ratification 0.081 0.096

(0.072) (0.097)

Time since ratification (squared) -0.012 -0.013

(0.009) (0.011)

Corruption perception index -0.054 -0.053

(0.091) (0.091)

Government debt (% gdp) -0.193 -0.178

(0.103) (0.101)

Manily destination country -0.016 0.028

(0.247) (0.264)

Mainly transit country -0.080 -0.096

(0.252) (0.253)

Eastern Europe -0.566 -0.463

(0.395) (0.386)

Ratification Warsaw convention 0.040 0.038

(0.162) (0.170)

Legal origin: civil law 0.460* 0.462*

(0.186) (0.190)

Observations 325 325 325 325

Nagelkerke R^2 0.540 0.550 0.582 0.596

LR Test 222.962 229.150 248.696 258.068

Prob >LR 0.000 0.000 0.000 0.000

Year FE NO NO NO YES

Robust standard errors in parentheses; *** p < 0.001, ** p < 0.01, * p < 0.05
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Abstract This paper discusses the conditions under which post-Soviet states succeed
in fighting corruption. The method of paired comparison of most similar cases, Estonia
and Latvia on the one hand and Georgia and Armenia on the other, is used to tease out
the variables that vary within and across pairs and produce divergence. It is argued that
young, and structurally and ideologically cohesive, groups in power that are antago-
nistically predisposed toward the former colonial patron and free from the influence of
the old guard are more likely to reform while enduring political-economic networks
undermine anti-corruption reform.
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Introduction

In the literature on political transitions it has been argued that some post-
transition countries may become trapped in a ‘gray zone’ when ‘transitions
get stuck’ [1, 2]. Similarly, empirical evidence suggests that countries often get
stuck in vicious cycles of malfeasance and corruption 1 despite economic

Crime Law Soc Change (2017) 67:187–208
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1For the purposes of this paper I adopt Philp’s (2011) definition of corruption: Corruption in politics occurs
where a public official (A), acting in ways that violate the rules and norms of office, and that involve personal,
partisan or sectional gain, harms the interests of the public (B) (or some sub-section there-of) who is the
designated beneficiary of that office, to benefit themselves and/or a third party (C) who rewards or otherwise
incentivises A to gain access to goods or services they would not otherwise obtain. This definition is most
comprehensive because it accommodates often-overlooked issues such as influence trading, systems of
patronage, the use of legal means to deliver favours and illegal funding to groups rather than individuals that
can indirectly lead to private gain (Yadav 2011). Also, it does not exclude the acts that are not restricted by the
legislation such as state capture.
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transformations or political developments. Strikingly, besides a few notable exceptions
cases of highly corrupt countries becoming less corrupt are rarely observed [3]. Two of
these contemporary anti-corruption achievers, Estonia and Georgia, are located in post-
Soviet Eurasia - both of which have demonstrated remarkable transition from highly
corrupt regimes to less corrupt environments. This paper looks at these success stories
and compares them with their neighbours that failed to reform to the same extent.

The question ‘under what conditions post-Soviet states implement anti-corruption
reform?’ is most interesting to explore in countries that resemble one another on a
number of political and economic indicators but differ in the extent to which they have
pursued anti-corruption policies. In particular, this paper asks why countries that
demonstrate so much similarity - Estonia and Latvia on the one hand, Georgia and
Armenia on the other - pursued anti-corruption agendas with different levels of rigour
and commitment, which hence explains why they significantly differ on corruption
scales? The method of paired comparison of most-similar cases allows for the control-
ling of a number of variables [4] that usually affect levels of corruption. This includes
political systems or the degree of democracy/authoritarianism [5], political and eco-
nomic competition (Schumpeter, Washington Consensus), colonial heritage and age of
democracy [6], institutional legacy [7], the existence of natural and mineral resources
[8] and size of the country [9]. The case selection also controls for economic capacity,
prospects for European Union accession, and international trade openness that some
researchers argue are crucial in explaining diverging outcomes in corruption levels
across Eastern Europe [10].2

By gaining variation on the dependent variable (anti-corruption reform) the paper
teases out two elite-level independent variables that vary within and across the pairs
and produce divergence: these are a radical break with the past and political elite
cohesiveness. The goal of this paper is to give more depth and detail on this variation
and the way in which different extents of break with the past and elite cohesiveness are
affecting corruption. Even though this paper sheds some light on how these two factors
affect corruption levels, this paper’s ambition is mainly to provide avenues for hypoth-
esis building regarding causal pathways.

First I outline the puzzle and establish that there is variation in corruption levels in
respective pairs of countries in the specific periods under study. Second, I look at the
extent to which the transition resulted in a radical break with the past and how the
extent of this break affected corruption levels. Third, I look at political elite cohesive-
ness and explain how this cohesiveness varied and how it impacted anti-corruption
policies. I conclude by elaborating on the findings of the comparison within as well as
across the Baltic and Caucasian pairs.

Puzzle

The two cases in the Baltics (Estonia and Latvia) and the two in the Caucasus (Georgia
and Armenia) demonstrate a striking similarity in a number of aspects. Historically and
religiously, even culturally, Estonia and Latvia bear a strong resemblance to each other,

2 Mungiu-Pippidi [11] provides detailed description of how and why various structural and institutional factors
matter for the control of corruption.
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while Lithuania deviates. Estonia and Latvia share a religion (Lutheran), common
historic heritage (of being suppressed under a number of foreign rulers for many
centuries), and experience of being part of the Tsarist Empire, independence in the
Inter-war period and Soviet invasion in 1940. During the USSR they were regarded as
the ‘Soviet West.’ Nowadays Estonia and Latvia are both members of the EU with
burgeoning economies and pluralistic democratic systems (Table 1).

Similarly Armenia and Georgia share a history of invasions and having experienced
being part of the Tsarist Empire and then the Soviet Union. Both have been a
battleground for expanding empires including the Romans, the Persians and the
Ottomans. Their languages are different, as are their alphabets, but in both cultures
the allegiance to Christianity provided a way to sustain identity with both countries
having a strong sense of being small nations that survived difficult conditions. Both
ethnic identities remained strong throughout Soviet times despite Russian assimilation
policies, with the table below summarising some of the similarities (Table 2).

Hence the two Baltic and two South Caucasian neighbours demonstrate great
resemblance in a number of political and socio-economic aspects and the path of state
formation. However the countries diverge on corruption indicators. Estonia is a distin-
guished achiever and excels regionally and internationally while Latvia still faces
corruption problems and is more corrupt than its neighbours. Since 2004 Georgia has
implemented major anti-corruption reforms in the field of public governance, has cut
red tape dramatically and reformed its criminal justice system although Armenia
remains largely un-reformed and relatively more corrupt than its northern neighbour
(Chart 1). The chart below demonstrates the variation.

The variation in the Baltic cases dates back to the first years of the post-Soviet era3

and hence I focus on the early and mid-1990s in order to figure out the direction of
causal arrows. Even though the Baltic States had similar starting points they adopted
different policies in the early 1990s that resulted in divergent paths of development.
Estonia was quickly regarded as a success story [13] and the prospect of EU member-
ship in the late 1990s stimulated greater convergence with other EU member states
thereafter ([14] p.9). The starting point in the Caucasus was much different. Georgia
and Armenia had a reputation for being the most corrupt republics in the Soviet Union
as opposed to the Baltic countries where corruption levels had been much lower even in
Soviet times, with much of the illegal practices having survived the aftermath of the
Soviet breakup. Armenia was never a reformer despite differing corruption levels in the
1990s. An important moment of divergence happened after Georgia became the ‘anti-

3 The victimisation surveys that identify the percentage of the respondents who actually experienced corrup-
tion is an useful tool to quantify the variation in corruption levels. Chatterjee and Ray [12] use International
Crime Victim Surveys (ICVS) to come up with the ‘bribe rates’ that is the number of bribe victims divided by
the number of respondents. The victimisation is based on the individual’s response to the question: [During the
past year] has any government official, for instance a customs officer, police officer or inspector in your own
country, asked you or expected you to pay a bribe for his services? The data shows striking variation between
Estonia and Latvia. In 1995 the bribe rate for Estonia is 0.036 as opposed to Latvian score of 0.126 and in
1999 the rate for Estonia is 0.051 compared to Latvian rate of 0.136. Further, DEMSTAR survey provides
evidence to further quantify the variation. According to the survey (semi-structured interviews conducted face-
to-face interviews in 2000–2002) of the high-ranking administrators and politicians holding office in the 1990s
in Estonia and Latvia, 28 percent of Estonian respondents agreed that misuse of state position was common in
Estonian politics and 70 percent disagreed. This needs to be contrasted to 72.5 percent of Latvian elite reported
the misuse of status and 25.5 percent denying it.
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corruption achiever’ after its Rose Revolution and hence I concentrate on this process
unfolding from 2003 onwards. 4 The Rose Revolution in Georgia is an obvious
intervening variable, a critical juncture that provided a window of opportunity for the
new political elite but this is not self-explanatory because similar ‘revolutions’ led to
dire consequences in post-Soviet Kyrgyzstan and Ukraine where new governments
largely failed on the anti-corruption front [17]. There are a number of factors that made
the Rose Revolution a breaking point in fighting corruption and I focus on those
variables instead. In Georgia a group of young reformers led by US-educated lawyer
Mikheil Saakashvili launched radical reform and had soon been credited by the World
Bank’s’s [18] Doing Business report as a top reformer. In contrast Armenia experienced
only superficial reform and success against corruption has also been limited.

Independent variables and causal mechanisms

It is beyond the scope of this article to discuss the incentive structure of Georgian and
Estonian elites relating to why they chose to fight corruption rather than benefit from it.
The thinking of political elites about the reform especially its pace and depth was
important since in both cases there was a shared understanding in top leadership that
window of opportunity was short and the change had to be as fast and as radical as
possible ([19]. Hereby I will not seek to account for these ‘causal beliefs’ ([20],
pp.27–29) but I rather take the willing and committed leadership as given and look at
the conditions under which this willingness and commitment led to the reform. The
elites in other post-Soviet countries, for example in post-Maidan Ukraine could have
also capitalized on window of opportunity and invest their political capital in fighting
corruption. Moreover, there are some indications that the certain members of

4 According to CRRC [15] survey 6 % of the Armenian respondents report paying bribe over the last 12
months compared to 0 % in Georgia. The international crime victimization surveys of 2010 and 2011 indicate
that Georgia shows one of the best results in Europe - only 0.2 % of the population mentioned that one or more
officials had asked them to pay a bribe in the course of last year, down from 16.8 % in 2000 and 3.5 in 2004/5
[16]. EBRD surveys further triangulate the variation.In Georgia the percentage of the firms indicating
corruption as a major constraint decreased from 41.0 % in 2002 to 23.6 % in 2005 and to 20.4 % in 2008.
Armenia demonstrates the reverse trend – the same figure increased from 15.3 % in 2002 to 21.4 % in 2005
and to 39.6 % in 2009.

Table 1 Characteristics of Baltic pair

Estonia Latvia

Democracy (Freedom house 1998) Free Free

Population (mill.) 1992 1.57 2.67

Per capita GNP at purchasing power parity (1989 USD) 8900 8550

Ethnic composition (1989) 61 % Estonian 52 % Latvian

Large reserves of natural resources No No

Language Finnish/Ugrarian Baltic

Religion Protestant Protestant
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governing elite of post-Maidan Ukraine are willing to change the corrupt system but
they have been failing so far due to surviving power of oligarchs and lack of elite
homogeneity [21, 22].

In cases of Estonia and Georgia we are looking at the transition away from
particularistic regimes that is defined as ‘ a mode of social organization characterized
by the regular distribution of public goods on a nonuniversalistic basis that mirrors the
vicious distribution of power within such societies’ ([23], p.87). This condition of
affairs is referred as ‘patrimonialism’ by Weber [24], ‘limited access order’ by NWW
(2009) and ‘extractive institutions’ by Acemoglu et al. [25]. However none of these
authors provide clear insights regarding the conditions under which the transition is
possible.The logic implied in Acemoglu and Robinson as well as in NWW is that most
of these transitions rests on one crucial factor - the empowering of larger segment of
society that leads to more inclusive institutions. Ironically this does not necessarily
apply to post-Soviet achievers. In their phases of radical reform Estonia systematically
excluded ethnic Russians and both Georgia and Estonia excluded Communist time
networks and most of the ranks of previous government. In both cases one can observe
a closely-knit group of only a handful of reformers rather than broad coalition of
different groups.

I focus on two inter-related independent variables: radical break with the past and
elite cohesiveness. A leadership that is not constrained by organised interests has a
better chance of bringing change. The success of some authoritarian states in fighting
corruption has been partially explained by elite homogeneity. As Scott [26, 27] has
argued historically corruption under cohesive elites (early Ayub Khan period in Paki-
stan, early Naser Egypt, early Ataturk Turkey) were relatively low compared to

Table 2 Characteristics of Caucasus pair

Armenia Georgia

Democracy (Freedom house 2013) Partly free Partly free

GDP per capita 2008–2012 (US$) 3338 3508

Ethnic homogeneity 90 % Armenian 84 % Georgian

Large reserves of natural resources (oil, gas, etc) No No

Langauge Armenian Georgian

Religion Christian Apostolic Christian Orthodox

Chart 1 Control of corruption, worldwide governance indicator, World Bank. For full information about the index see
http://info.worldbank.org/governance/wgi/pdf/cc.pdf>. The index aims to capture not only perceptions of the extent to
which public power is exercised for private gain, including both petty and grand forms of corruption, but also the degree
of state capture by elites and private interests. The index aggregatesmeasurements by transparent methodology and it
has been credited widely as reliable
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fragmented elite structures (post-war Thailand, early Stuart England, Ethiopia, Iran and
Morocco in 1970s). Some researchers have convincingly shown that more heteroge-
neous states perform poorly in terms of quality of government [28–30]. One root of the
link between fractionalization/heterogeneity and corruption can be intra-governing elite
fragmentation that leads to infighting and turf wars and undermines the government
efficiency. Homogeneity may also neutralise the so-called ‘spoiler trap’ because of ‘the
spoilers’ limited access to power and hence a lack of opportunity to oppose
reform. This is commensurate with the literature on ‘Weak Government Hy-
pothesis’ [31–34] that argues that fragmented governments are less effective at
responding to challenges, and that fractionalization decreases their decision-
making capabilities. Timothy Frye (2010) in his seminal book Building States
and Markets after Communism argues that the degree of political polarization,
defined as the policy distance on economic issues between the executive and
the largest opposition faction in the parliament helped set the pace and consis-
tency of reform in the post-communist era. Frye sides with the earlier work of
other scholars who argued that nomenclature elites are interested in dysfunc-
tional states or ‘partial reform equilibrium’ that would maximize the concen-
tration of rent to themselves [35].

This is inherently linked with the potential need for break with the past that
would allow meaningful reform to happen ([36], p. 12). Libman and Obydenkova
[37] show that Russian regions where the share of communists was larger in the
Soviet period were also much more corrupt twenty years after the collapse of the
USSR. This can be partially explained by the survival of representatives of the
ancien régime in power. Arguably counter-elites that are less beholden by the
remnants of a previous regime have better chances to reform [38]. A radical break
with the past allows less politically-polarised entities to emerge that reform faster
(Frye 2010) and reduces the number of veto players that may block reforms
[39, 40].

Here is the casual pathway for each of the independent variables: first, ‘non-
pacted’ political transitions 5 (2003 Rose Revolution in Georgian case and
transition in the aftermath of Soviet breakup in Estonian case) produced radical
changeover of governing elites.6 This changeover also meant the breakdown of the
collusive links between the state and the business. Elite reshuffle and breakdown
of state-business nexus dramatically decreased the influence of old guard in post-
transition milieu and hence neutralised its capacity to undermine reforms. The
unrestrained leadership was able to deliver. Second, elite cohesiveness caused
little intra-elite polarization, hence political leadership having consensus on major
goals acted efficiently and could implement reform.

5 Even though it is debated whether Georgia has transitioned to universalistic and democratic governance
regime [41] it remains to be the case of greatest positive transformation in corruption control since the
existence of measurement indices [42].
6 Pacts are accords between incumbents of the regime and the counter-elites/political opposition that, while not
obstructing regime change, assure the continued and significant influence of past rulers and elites after regime
change. The old guard survivors with their attitudes and competencies and the networks of solidarity existing
among them, would undermine the new regime and its reform endeavours if they were allowed access to
important political and administrative positions [43].
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These independent variables are related with each other. Before taking power the
counter-elites in Estonia and Georgia were a closely-knit group of individuals
established under the strong belligerence to the existing regimes and this was a reason
why they excluded most of the old guard from governance structures once they
prevailed. On the other hand, the nature of transformation, that is revolutionary
transition in both cases of Estonia and Georgia, allowed the counter-elites to fully
consolidate power without the negotiated pact with the ancien regime. A break with the
past was possible because the new elite was cohesive, while the radical nature of that
break gave the elite that was behind it an incentive to cohere. The dependent variable
here is the anti-corruption reform. The reform in Estonia and Georgia was ‘Big Bang’
type of all-encompassing reform that implied transformative change in all spheres of
public governance while in Latvia and Armenia the reform was very limited, if any.
Hence we are looking at broader public sector reform rather than an isolated anti-
corruption policy only. In fact there is no anti-corruption policy that would effectively
address the problem but rather the transformative change in political economy is
required [44]. This essay will now try and explain this variation.

Explaining divergence - enduring networks vs. radical break with the past

This section will demonstrate the degree to which the old guard influences politics in
the post-transition period, which has varied in Estonia compared to Latvia and in
Georgia compared to Armenia. It will further show that unrestrained leadership was
much more efficient in implementing anti-corruption policies while the influence of the
old guard has undermined reform efforts.

In Estonia reforms had already been lunched by the Savisaar government in 1991.
The flagship policy of the government was price liberalisation reform but the govern-
ment was weak enough to succumb to some pressures from various lobby groups that
led, for instance, to the softening of agricultural reform. Tiit Vähi’s government
followed up with easing bureaucracy, implementing currency reform, lifting various
regulations and liberalising trade. However the Vähi government harboured a number
of officials with a more traditional socialist outlook and Vähi and his team favoured the
notion of a third way between capitalism and socialism [45].

The role of former top and middle level communist officials in the Estonian political
leadership at the end of 1991 was quite significant [46, 47]; however this had changed
with the first post-communist parliamentary elections in 1992 and the nomination of
32 years old Mart Laar as prime minister. The elections were won by the right wing Pro
Patria party that got 29 out of 101 seats. Pro patria has become the leading force in
governing coalition established with two other political parties. Importantly the coali-
tion had only one vote majority [48] and unlike the Georgian case described below
Laar’s government had to work hard to push the legislation through the Parliament.

The party elite supported radical marketisation and Westernisation of Estonia’s
economy. The Estonian leadership viewed the fight against corruption through pro-
moting market economy reforms and deregulation, and by also cutting ties with the
country’s Soviet past [49, 50]. The radical overhaul of bureaucracy was implemented
that brought mainly new and young people in government institutions [51]. Laar [49]
recalls in his memoirs that it would have been impossible for the old appratchiki to
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adapt to new requirements: ‘People who have based their entire career not on honest
work but on lies and deceit, it is unrealistic to expect them to change… the old system
can only transplant corruption’.

Radical reforms started immediately after Laar’s election - flat rate was introduced,
large scale privatisation launched, and import and export tariffs were drastically
reduced [52]. The number of ministries decreased by one third and their staff and
functions rationalised. Some institutions like county councils, where Soviet
nomeklatura held especially strong positions, were abolished [53]. The government
eliminated subsidies, cheap loans and other such privileges that could be obtained
through bribery of public officials. The Estonian government widely used external
expertise partly because of a fear that more experienced local cadres could sabotage
reform initiatives [54]. Estonia passed a radical policy towards Soviet era judiciary,
replacing most of it and starting practically anew with new magistrates trained within a
matter of a few months [55]. The de-facto lustration, which took place almost imme-
diately after independence and the lustration law in 1995, eliminated the influence of
the old guard while in Latvia these efforts had been much more fragmented, and
according to some researchers [56] the Soviet secret police, the KGB, had infiltrated
a number of new structures post-independence in politics and the economy.

In contrast to Estonia’s experience, Latvian reforms advanced very slowly with
much confusion and a lack of cohesiveness. Monetary reforms and a liberalisation
of prices were successful but as discussed below privatisation policies had its
drawbacks and the country’s dated industries were slow to adopt. For instance,
many of the civil servants from the old system retained their posts (Nørgaard 1999
p. 78). Between March 1990 and June 1993 two individuals dominated politics in
Latvia: Anatolis Gorbunovs, the Supreme Council Chair and ex-ideological sec-
retary of the Latvian Communist Party, and Prime Minister Ivars Godmanis. These
two individuals were among the core of the new political party, the Latvian Way,
which won a relative majority of seats (36 out of 100) in the first post-communist
parliamentary elections in 1993. Individuals like Gorbunovs was said to have
helped the old elite in the new system [57]. Sixty-eight percent of Latvian MPs in
the early 1990s had previous membership in the Soviet Communist Party com-
pared to 24 % of Estonian parliament members [58], which suggests a greater
break with the past in the case of Estonia.

Due to the survival of old elites in power the state-business nexus was more
entrenched in the case of Latvia, than in Estonia. Soviet industrialization policies also
played a role that put an emphasis on developing light industry in Estonia (textile,
woods and food processing) and heavy industry in Latvia (machine building, metal
working, electrical and electronics). As a result Estonia had 40 out of 300 enterprises
that were Moscow-controlled all-union enterprises while Latvia had 140 out of 400 of
the same type (Nørgaard 1999, pp. 124–126).7 The predominance of heavy industry in
Latvia, that was more loyal to outside influence, generated powerful interest groups that
opposed liberal market reforms. These enterprise managers pursued their own ends in

7 Papava 2009, [59]. Some of the incoming elites have held positions under Shevardnadze (so-called
‘reformist wing’ in late 1990s) but they’ve never been allowed to play an important governance role. Most
of the key decision-makers in Saakashvili’s inner circle has been recruited either abroad or among younger
people in non-governmental sector.
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the transition period of 1989–91 when the control fromMoscow has been declining and
local authorities did not consolidate power yet [60]. The neoliberal policies in Estonia
in 1992–94 meant that non-competitive Soviet enterprises could not continue to
function, which in turn allowed for a fast restructuring of the economy.

In Latvia the survival of many communist elites in power allowed the apparatchik-
cum-entrepreneurs to capitalise on their previous links to establish corrupt relationships
with the state. The dominance of the older cadres in the economy meant the survival of
old personal networks and unwritten rules of corruption from the Soviet era. More than
60 % of Latvian private businesses reported having contacts every month or more often
with members of parliament compared to only 9 % in Estonia ([58], p. 122). Norgaard
and Hansen [61] showed that the actors outside the state played a large role in Latvian
politics, in particular in the area of economics and finance. Several ministers reported
that informal structures outside the state play a crucial role in decision-making. The
impact of businesses on Estonian politics was never that substantial. For instance,
Laar‘s neoliberal government did not require additional lobbying efforts because its
ideology was already crafted to support businesses (Huang 2002) while powerful
interest groups had been locked out the inner reform cycles - one of the key determi-
nants of Estonia’s success [62]. Pro Patria lacked links with local businesses partially
because the party was assisted by Western partner parties which provided support
through training and possibly the money for the campaign (Muuli 2012). Laar’s
government also refused to hand out subsidies to the businesses that was another
important policy aspect that decreased opportunities for corruption [51].

The lack of influence of the old guard and the breakdown of collusive links between
the state and the business allowed the Estonian government to implement a cohesive,
transparent and disciplined process of privatisation under the control of one central
agency that differed from the poorly-organised, opaque and unclear institutional frame-
work in Latvia [14, 46, 60, 63]. In Latvia privatization decisions were initially left up to
the branch ministries and municipal governments before the establishment of a
centralised agency in 1994. This created corrupt opportunity structures and unlashed
a ‘grabbing hand’ of entrenched economic bureaucracy ([58, 64], p. 115). After more
than three years the Latvian government was still vacillating about the method; what
would be targeted for acquisition, who would manage the process and what would be
needed for acquisition [65]. Despite the stricter regulations in the mid-1990s, insiders
already had enough time to benefit - 50 % of industry had already passed into private
hands when the privatization process became more regulated ([63], Nørgaard 1999
p.146–147). As such, the delayed privatization process allowed old nomenclature
networks to regain control over the economy [62].

Interestingly some of the dynamics between Estonia and Latvia have been replicated
between Georgia and Armenia. The significant divergence in corruption levels between
Armenia and Georgia took place after the 2003 Rose Revolution in Georgia. In fact the
degree to which corrupt networks have been entrenched in the two countries explains
the occurrence of revolution in Georgia and the failure of anti-government protests to
oust the regime in Armenia. Former Armenian presidents Levon Ter-Petrosian (Pres-
ident of Armenia in 1991–1998) and Robert Kocharian (President of Armenia in 1998–
2008) both managed to reign in these interest groups to their own political and material
advantage; however former Georgian President Eduard Shevardnadze (1995–2003)
failed to do so and this erosion of power in Georgia was one of the key factors that
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accounts for the success of the counter-elites in the Rose Revolution [66]. The ‘alliance
of convenience’ between militaries, major businessmen and regional political leaders
was strong in Armenia and so was the perception that their interests would be
threatened if Robert Kocharian would be overthrown (Iskandarian 2004).

The Rose Revolution reshuffled the governing elite in Georgia. Mikheil Saakashvili
got 96.3 % of the presidential votes in 2004 and his political party United National
Movement (UNM) obtained a constitutional majority in parliament. The incoming
elites seemingly decided to capitalise on their popular mandate to implement some
painful reforms. The political transition was not the outcome of negotiated pacts with
the old guard unlike Ukraine where the reform momentum after the Orange Revolution
(2005) was undermined by the ‘spoiler trap.’ The absence of significant influence of the
old guard alongside a large margin of legitimacy coupled with a zeal to transform
Georgia away from ‘post-Sovietness’ made it possible to implement wide sweeping
reforms. Unlike Estonia where anti-corruption policy was a corollary of market build-
ing, in Georgia the anti-corruption policy was an integral part of Saakashvili’s state-
building project. In Georgia new anti-corruption legislation, a zero-tolerance policy to
crime, and reforms of key institutions central to combating corruption, such as the
police force and prosecutor’s office.8

In November 2003, from the very beginning of his rule, President Mikheil
Saakashvili made it clear that building efficient state institutions was his priority, as
he duly initiated sweeping public sector reform. Saakashvili’s team demonstrated an
impressive level of dedication and commitment. There was a large overhaul of staff in
public institutions. Overall the number of public sector employees dropped by almost
50 % while the salaries of the remaining civil servants increased roughly 15-fold. Some
government institutions and/or procedures that had been generating illicit rents were
cancelled, which included an anti-monopoly agency, food security agency, and techni-
cal check-up of cars. This was supplanted by general economic liberalisation policies
that reduced red tape and eliminated opportunities for bribery [68]. As a consequence,
corruption was substantially reduced in sectors where citizens interacted with the state
most frequently, including policing, registering property, licensing businesses, and tax
administration. However the Saakashvili government faced continuous criticism of
‘elite level’ corruption - some of this corruption was detected; during 2003–10, about
1000 public officials faced charges of corruption, including six members of parliament
and 15 deputy ministers, according to Georgia’s Ministry of Justice.

Armenia chose the path of ‘evolution’ rather than revolution but reforms lacked
sustainability and took place on the eve of elections or in their immediate
aftermath [69]. Most of the government’s anti-corruption work is invested in
drafting strategic documents and legal acts that are rarely implemented [70].
Success against corruption has been marginal even though work has been done
for the sake of simplifying licensing procedures, business regulations, and admin-
istration of tax and customs. Many corrupt officials have been sacked in the tax
department, customs service and police; however personnel changeover has lacked con-
sistency and thoroughness and hence has been regarded as merely symbolic [71–73]). In

8 The percentage of Latvia’s contribution to gross industrial output of USSR in the field of engineering and
metallurgy amounted to 29.4 percent in the late 1980s compared to 14.9 percent of Estonia’s contribution
([67], p.14)
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November 2012 an address to the Cabinet President Tigran Sargysyan admitted failure in
the struggle against corruption and announced intention to employ more surgical methods
against corruption [74].

Similar to the Estonia-Latvia comparison, the state-business nexus is much more
entrenched in Armenia than in Georgia. Initially the incoming elites in Georgia were
only peripherally related with large businesses and had only one or two financiers; for
example natural gas trader David Bezhuashvili. Most of the licit and illicit economic
resources were monopolised by members of the Shevardnadze family [59]. Hence
incoming elites were less beholden by economic interests in the period during which
most radical reform took place (2004–2007). The parliament elected in 2004 mostly
consisted of young activists from National Movement and only a few businessmen
could be found among the ruling UNM (United National Movement) faction.
However this changed as re-privatisation proceeded and as new incumbents
developed vested interest. Re-privatisation destroyed the old oligarchic class but
developed a new type of interest groups that either maintained close links to the
incumbents or were part of the ruling team. The key indication of the vested
interest and ‘elite corruption’ was the transformation of some members of the
political elite into Georgia’s wealthiest individuals [75]. The government is be-
lieved to have awarded public contracts to ‘friendly’ companies, in exchange for
political support. The owners of the same companies would be found among key
financial contributors to the ruling UNM [76, 77]. Even though corrupt practices
at the higher levels had been perfected and old interest groups had been replaced
by new ones, petty corruption had been drastically reduced.

In Armenia corrupt networks were largely endured throughout the 1990s and 2000s.
Hence a window of opportunity never emerged. After President Ter Petrosian lost
power in 1998 due to the revolt of his inner cycle two subsequent presidents, Kocharian
and Sargisian, became keen to co-opt powerful interest groups in order to hold on to
power (Navasardyan 2012). The need to co-opt vested interests result in reforms facing
constraints since breaking such vicious cycles is difficult because of tightly-knit
networks that are interested in keeping the status quo. In 2009 Prime Minister Tigran
Sarkisian complained that the existing system would not allow for the exposing and
punishing of officials who maintained extensive and illegal business interests [78].

The post-Soviet practice of securing and developing businesses through informal,
and sometimes illicit, deals produced corrupt networks of politicians, entrepreneurs and
criminals that completely blurred the public-private dichotomy in the early 1990s. The
early privatisation policies resulted in the concentration of nearly all of Armenia’s
national wealth in the hands of 45–50 families that now control 54–70% of the country’s
national wealth (UNDP 2001, [79]). This was exacerbated by the corrupt interest of
government officials at national and local levels that acquired direct, partial or indirect
control over emerging private firms [80, 81]. In early 2000s the average age of an
oligarch in Armenia was 50 years old, with the youngest being 48, which indicates that
most of these wealthy individuals are carryovers from the communist past [82].

The business sector is organised into several informal commodity-based cartels and
semi-monopolies in specific economic sectors or geographic regions. This is especially
true for trade in commodities, like sugar, flour and alcoholic beverages (Nranyan 2012,
[78]). These individuals enjoy parliamentary immunity and ‘represent a convergence
between corporate, state, and in some cases even criminal interests’ [78]. Some
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oligarchs have openly spoken about their use of elected office for safeguarding business
against actual or potential political pressure9.

Oligarchs have helped political authorities to rig elections and suppress opposition.
The involvement of their bodyguards in bullying opposition politicians, voters and
journalists has been widely reported during elections [84]. In return for political
support, Ter-Petrosian and Robert Kocharian allowed the economic elite to enter formal
politics. The 2003 parliamentary and 2005 municipal elections welcomed dozens of
wealthy individuals with connections to the Kocharian government into the national
parliament and local administrations [85, 86]. The proportion of entrepreneurs grew
from the mid-1990s, of which one-third were MPs during the period 2003–7 [87].

In sum, a radical break with the past was significant in Estonia and Georgia while a
continuity of entrenched networks can be observed in Latvia and Armenia. The absence
of ‘spoilers’ in the reform process facilitated fast and efficient anti-corruption policies
in Estonia and Georgia while the surviving corrupt networks have helped keep the
status-quo and undermine reform in Latvia and Armenia.

Explaining divergence - elite cohesiveness vs. elite fragmentation

The extent of elite cohesiveness is another crucial factor that varies within and across
the two pairs. This section will show that the structural and ideological cohesiveness of
political elites was crucial for a high degree of consensus on development goals and
organisation within the new authorities. This cohesiveness then significantly contrib-
uted to the overall efficiency of government policies especially in the field of anti-
corruption10.

In Soviet times nationally-oriented, indigenous elites were purged in Estonia and
Latvia. In 1959 the older cadres and central leadership in Moscow eliminated younger
Latvian leaders in the Central Committee that were subsequently replaced by Russians
and Moscow-loyal Latvians. This accentuated Russian domination as well as destroyed
more nationally-oriented political elites. Similar purges had already expelled native
elites in Estonia in 1949–1952 (Krumins 1990; [89, 90], pp. 99–100), which had longer
term implications. For instance, by the late 1980s, ethnic Estonians held 82.2 % of
administrative managerial posts while ethnic Latvians held 63.1 % [91].

The crucial difference between Estonian and Latvia elites in the period under
scrutiny is elite cohesion. Steen [58] found very close integration among Estonian
elites to which he refers a ‘tribe feeling.’ As DEMSTAR surveys of Baltic elites show
acting and former ministers in Estonia demonstrate a greater trust in one another
compared to their Latvian counterparts [61] that suggest more elite cohesiveness in
Estonia. Unlike Estonia more-heterogeneous Latvia lacked consensually-unified elites

9 Backhaus [83] documents a similar outcome in the former German Democratic Republic. The emerging
business networks could keep close informal ties to the former communist members in the bureaucracy and
political elite, leading to higher corruption.
10 Saakashvili was inspired by economic model of Singapore and his role models were strongmen/state-
builders Mustafa Kemal Atatürk and Charles de Gaulle rather than democratisers Vaclav Havel or Thomas
Jefferson [89]. While Laar [49] was inspired by Ronald Regan’s ‘Reaganomics’, Lescek Balcerowicz’s shock
therapy in Poland, Margaret Thatcher’s reforms and Milton Fridman’s writings on neoliberalism.
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and had first to establish a kind of platform for coordinated national actions that was
known as Club 21 in the late 1980s, which later formed the basis of the major political
party, Latvian Way.

Mart Laar’s team was a group of young liberal intellectuals. Laar, a former history
teacher, was a radical with clear views on general policy priorities [92]. Laar’s team had
roots in embryonic civil society of Soviet times that formed in 1985–87 around issues
of protecting the environment and cultural heritage and displayed a large degree of
ideological homogeneity [52]. Inspired by neo-liberal market reforms elsewhere Laar
put an emphasis on the importance of big-bang approach that aims to replace a planned
economy with a market economy in a single burst of reforms or reform ‘in one breath’
as he puts it. Laar claims that his team’s youth and simple pro-market zeal was crucial
to its success [49]. Indeed the Estonian ruling elite was much younger compared to its
Latvian counterpart. The Estonian Minister of Defense Indrek Kannik was 28 and the
Minister of Foreign Affairs Juri Luik was just 27. This generational change touched
general ranks of the bureaucracy - in 1994, 23 % of government employees were aged
22–34 compared to only 10 % in Latvia (Steen 1994). In Estonia and Georgia younger
elites were important in achieving the political sea change, which would take place.
‘Maybe I was too young’Mart Laar said in an interview recently, ‘but maybe, because I
was so young, I was just crazy enough to dare.’11 Younger staff frequently lacked
experience but had the motivation, new ideas and alternative visions, which were
significant assets in having a positive impact on the efficiency of government institu-
tions. Youth mattered greatly as it acted as a measure to the extent to which individuals
were still captives of the Soviet past. Age can also be related with strategic time
horizons when younger leaders are more interested in curbing corruption for the sake
of ‘establishing the brand name’ and having a safer exit strategy (Manow 2005). More
research however is needed on causal mechanisms on how the age of elites can
influence anti-corruption policies.

In contrast to Estonia, the Latvian political elite in the early 1990s was an amalgam
of young career seekers, members of the Latvian diaspora and old nomenclature
members [93, 94] and hence was rather an electoral platform lacking an ideological
profile, unlike its Estonian counterpart Pro Patria. The role of émigré Latvians drasti-
cally decreased among the party leadership partially because these individuals were not
considered as insiders by the former Soviet nomenclature ([95], p 68).

Successful reform effort in Estonia hence was led by a structurally- and ideologi-
cally-cohesive, integrated, and young political elite lacking a communist background.
This guaranteed consensus over goals and a high degree of organisation within the elite
increased government efficiency. As a result the Estonian government demonstrated a
striking capacity to manage the transition process, including responding to the chal-
lenges of privatisation as described above, drafting new legislation, etc. For example a
1995 EBRD transition report scores the effectiveness of legal rules in Estonia at four
(out of five) compared to two for Latvia [96]. Efficiency was undermined in Latvia by
the heterogeneous elites with Soviet nomenclature hangovers and a lack of ideological
unity and intra-elite trust.

Similar to Estonia, there was a generational change in Georgian ruling elites. Many
members of Saakashvili’s team had had a civil society background - for instance

11 See interview with Ruben Hayrapetyan in Nouvelles d’Arménie (#188, September 2012).
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Interior Minister Ivane Merabishvili, Secretary of the Security Council Giga Bokeria
and Tbilisi Mayor Gigi Ugulava. Like Laar’s government, the core of the team in
Georgia demonstrated a high degree of ideological coherence rooted in neoliberal
ideology with strong right-wing and market-friendly elements [97, 98]. Saakashvili
was only 37 years old when he took office and many of his cabinet members were in
their late 20s or early 30s. Furthermore, the government succeeded in attracting young
educated personnel in middle and lower level of bureaucracy with competitive salaries.
Many of these young bureaucrats were highly motivated, full of new ideas and, more
importantly, zealously committed to institutional integrity [99]. In Armenia under Serzh
Sargysyan (post-2008) some young people under their 40s had been hired in govern-
ment structures especially in the presidential administration, central bank, and the
ministries of justice, finance, economy and education. According to International Crisis
Group [100], Sargysian wanted to distinguish himself from previous governments as a
reformist. However ‘young reformers’ is not a cohesive group, and the notion had been
increasingly at odds with the old guard and oligarchs. This process of recruit-
ment of Westernised young people was met with fierce opposition of
entrenched interest groups that largely perceived it as a threat to the dominant
informal system (Navasardyan 2012).

In contrast to Georgia, Armenia has been ruled by a group of individuals who had
made their careers in the ranks of the young communists (Komsomol) and had hailed
from the ‘Karabakh clan.’ The two presidents, Kocharian and Sargisian, were both
from Nagorny-Karabakh, formally Azerbaijani territory under Armenian control.12 The
impact of the Karabakh conflict over the formation of Armenia’s political class is
important. Unlike Georgia that had been defeated twice in the 1990s in ethnic conflicts,
which took place in Abkhazia and South Ossetia, the Armenian state had to reward its
national heroes who gained reputation and prestige during the conflict. Many former
leaders of armed movements obtained key government position in law enforcement and
other structures as well as lucrative shares in various business sectors ([101],
Navasardyan 2012). The origins of some of the contemporary oligarchic structures
can be traced back to the ‘power ministries’ during the conflict especially the Ministry
of Defence and Ministry of Interior [79]. Traditionally the heads of power ministries
have been the key actors in distribution of spoils ([102], Stefes 2006). Most importantly
these ministries, especially the defence sector, dominated by older officers have
remained most resistant to any internal reform perceived as undermining the power
of the old guard [103]. These conflict dynamics have crystallised the dominance of
political and military leaders of the Karabakh movement, ‘corporate body of veterans’
in Iskandaryan’s [104] terms, over the formal state in Armenia.

12 Historically corruption under cohesive elites, as in early Ayub Khan in Pakistan, early Naser Egypt, and
early Ataturk Turkey were relatively low compared to fragmented elite structures as in post-war Thailand,
early Stuart England, Ethiopia, Iran and Morocco in the 1970s ([27], p. 87). Among the contemporary
achievers there are several countries that display either a one-party dominance system or a large extent of
elite homogeneity. This partially explains the relative success of the authoritarian countries like Singapore,
Rwanda, Qatar or Saudi Arabia where the nature of their political systems determine elite cohesiveness. In
more democratic settings as in Botswana, low levels of corruption were partially explained by the absence of
vested interests that could block the implementation of policies pursued by the regime (Taylor 2002, Eriksen
2011).
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Georgia experienced a radical elite changeover that brought to power a new
generation of young leaders committed to an idea of building a strong state with low
corruption levels while in Armenia significant elite continuity is observed. The neolib-
eral agenda of political elites has played an important role in Estonia and Georgia
especially in terms of cutting bureaucracy and simplifying the business environment.

Importantly, apart from neoliberal agenda, the Estonian and Georgian elite also
differed from their respective neighbours in terms of their attitudes toward their former
colonial patron Russia. This was a significant driver in terms of forging elite cohesive-
ness in these countries, providing incentive to diverge from ‘Sovietness’ or ‘post-
Sovietness’ [that often implied having a resemblance to Russia] and cleaning up the
criminal justice system due to the perceived threat of foreign influence. Some re-
searchers have argued that in Estonia the consensus over the main aims of transition
was achieved largely because of a general fear and actual threat from Russia to restore
its rule (Sootla G. and Lääne S. 2013). This resulted in more integrated national elites in
Estonia compared to in Latvia, which was less homogenous. The 2004 Baltic Barom-
eter population survey revealed that 39 % of ethnic Latvians thought Russia posed no
threat compared to only 10 % of ethnic Estonians (Rose 2005). In Latvia the ethnic
Latvian and ethnic Russian populations were more integrated that further undermined
the possibility of homogenous political elite. Twelve percent of Latvian elites were
married to ethnic Russians while none of the spouses of the elites in either the Estonian
parliament, bureaucracy or judiciary were Russian in the early 1990s ([58], pp. 48–51).
In Estonia a stronger emphasis was put on getting away from ‘Soviet-ness’. Similar to
Georgian case Russia as an ‘anti-model’ played a crucial role. In a recent interview
Mart Laar [48] said ‘we learnt what not to do by looking at Russia.’

Similarly Georgian elites’ cohesiveness and drive away from post-Sovietness was
significantly delineated by antagonism toward Russia. Saakashvili reiterated several
times that the Georgian leadership was building an ‘alternative governance model in
post-Soviet Eurasia,’ meaning a government marked by low levels of corruption, in
contrast to the way Russia functions (Civil Georgia 2008, [105]). Concerns about the
co-optation of Georgian security forces established strong incentives to crack down on
corruption in law enforcement structures and partially delineated a major clean-up in
the Georgian police and security forces (Light 2013, Slade 2013). In contrast, Armenia
is politically and economically more dependent on Russia and its elite are not in full
agreement on the need to get away from its former colonial patron. The study of
Armenian elites [87] reveals only a slight difference among those who prefer EU
integration (26 %) and those who prefer integration with Russia and CIS countries
(22.5 %) while the absolute majority of the respondents from Georgian political parties
interviewed in 2010 looked positively at EU integration [106]. One crucial implication
is that there is no external push to change anything in the way the Armenian govern-
ment runs the country (Stefes 2009) while the experience of Central/Southeastern
Europe suggests that close ties with Europe provide a means and motivation for EU
democratic conditionality that in turn makes political systems more transparent and
accountable [107].

However this is not to say that international environment is more important than
domestic agency. Russian leverage and linkage does not have much explanatory power
beyond being an ‘anti-model’ that is motivating [or not] local leaders to reform. For
example in terms of economic leverage - Georgia hosts many large-scale Russian
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investment projects as does Armenia. Estonia had pragmatic and cooperative view
towards Russian investment from the very beginning compared to Latvia where less
liberal economic ideology fuelled resistance to selling national companies to the
foreigners. Russian investors owned most of the port and terminal infrastructure in
Estonia already from the 1990s but the deals have been transparent compared to
Latvian experience where privatisation of gas industry involving Russian actors was
notoriously corrupt [108]. This indicates that internal conditions have more significance
and delineate the behaviour of external actors.

In the same token, the emulation of Scandinavian model in Estonia and some impact
of American model and various European models on Georgia is clear enough however
the impact of EU and international conditionality on reform process is often over-
estimated [109]. Indeed Estonia had stronger linguistic ties with Finland and the
possibility to watch Finnish television in Soviet times and regular ferry connections
bringing Finnish tourists provided Estonians with a window towards Europe which was
denied to the Latvians ([94], Björkman 2002). Estonians had bigger diaspora in Sweden
(30,000 have Estonian roots compared to only 5000 Latvians) that promoted greater
links with Finland and Sweden during transition period (Nørgaard 1999). This also
promoted more ‘Nordic identity’ of Estonia and political elites often emphasised that
‘Estonia is a Nordic country.’ In the 1990s top Latvian diplomats came up with the idea
of ‘Amber Gateway’ for the Baltics emphasising Latvian view of the more autonomous
Baltic region that was somewhat at odds with close alignment of Estonia with Finland
([95], p.131). This had some impact during the transition process in the form of
investment, exchange of ideas and normative diffusion [51]. However Estonian lead-
ership had its own strong views on reform that was frequently not commensurate with
the viewpoint of international advisors. In a recent interviewMart Laar [48] emphasizes
that his team was not listening much to Western advise.

In the same token in Georgia the models of emulation have been diverse with confusing
and contradicting references to Estonia, Singapore, Switzerland and a host of European
countries [110]. Government officials would often go against the advice of international
institutions and advisors. Interviews with some decision-makers suggest that the advice of
European experts often emphasised a more moderate approach while the authorities had
been in favour of quick and radical action. For example, the mass dismissals in 2003 were
undertaken against Western counsel (Burakova 2011). European experts ‘mainly wanted us
to write plans and strategies’ said Shota Utiashvili, former official of the Interior Ministry in
an interview and ‘strongly favoured slow pace of reform.’13 KakhaBendukidze the author of
libertarian reforms was widely reported to dismiss most of the recommendations of
international advisors including USAID and IMF [111].

To summarise young and consensually- and structurally-coherent political elites in
Estonia and Georgia have managed to implement efficient anti-corruption policies
while less coherent elites in Latvia and Armenia have been less effective in reform
endeavours. The success in both cases of Georgian and Estonia is determined mainly
by domestic agency and not external factors (see also [11], p. 205).14

13 Estonia’s Mart Laar: Just do it-and as quickly as possible, interview with Mart Laar, AntiCorrp.

14 Armenia fought Azerbaijan over the region of Nagorno Karabakh in 1991–94 and won the conflict. Since
then the conflict is frozen and the territory remains under Armenia’s control.
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Conclusion

This paper looked at the most similar cases in the Baltics and the Caucasus and asked
the question why similar neighbours diverge on corruption levels. It teased out two
domestic elite-level factors that vary within and across the pairs: radical break with the
past and elite cohesiveness. I argued that these factors drive the variation in anti-
corruption reform in these countries. The ‘formula’ that can be derived from this paper
is that a cohesive and young group in power free from the influence of the old guard
and antagonistically predisposed towards the former colonial patron is more likely to
reform. However, it still remains to be seen whether this assertion can be generalised
through other small postcolonial states somewhere not in post-Soviet space.15

The post-Soviet experience also highlights the importance of ‘big bang.’ ‘Just do it’
said Laar in 2002, which he probably advised the same to Saakashvili after taking the
role of Georgian presidential advisor in 2006. Saakashvili encouraged the new Ukrai-
nian authorities in 2014 ‘to move fast in order to uproot the deeply rooted corruption’
(Kyiv [112]). Slow and piecemeal reform can be undermined by the spoiler trap.
However radical reform requires a willing political leadership, which may prove too
costly because it may alienate different factions of the political elite and some parts of
the population. This may also explain why big bang is rare – politicians are often not
willing to accept the cost of being voted out of office or becoming a victim to a palace
coup. The neoliberal undertone of Estonian and Georgian reforms also played a role
especially in terms of cutting red tape and eliminating low-level bribery. This goes
against the argument that the main factor influencing the incidence of corruption is
neoliberal reform itself [113]: even though the neoliberal agenda failed in Russia in the
1990s, the experience of Estonia and Georgia suggests that it can succeed if the process
is well-managed by good leadership.

The break with the past contributes in at least two important ways. First, it led to the
temporary breakdown of collusive and corrupt networks uniting leading politicians and
important businessmen. The key criticism of the applicability of the World Bank’s
corruption definition - ‘the use of public office for private gain’ - is that the distinction
between public and private often does not exist in the post-Soviet space. This article re-
affirms this assertion and also demonstrates that less influence and integration of
business elites with the ruling team in Estonia and the temporary breakdown of
powerful political-economic groupings in Georgia eliminated crucial corrupt opportu-
nity structures and facilitated reform. Second, a break with the past opened up
opportunities for the younger generation to occupy leading government positions.
Estonia and Georgia both demonstrated a high degree of break as counter-elites
prevailed in Estonia in 1992 and in Georgia in 2004. Other cases of less intense
changeover of political elites when the old guard maintained influence demonstrate
that a radical break is important. For instance in Kyrgyzstan and Ukraine there was
some reshuffle of elites (since the Orange Revolution in Ukraine in 2004 and the
Tulip Revolution in Kyrgyzstan in 2005) but this did not lead to meaningful
change partially because reform efforts were watered down by ‘pacted transition’
or a continuing influence of the old guard [17]. The more the old guard influence,

15 Interview with the author, Shota Utiashvili, former head of analytical department, Ministry of Interior,
Tbilisi, Georgia, 17 January 2015.
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the greater the power of spoilers to keep the status-quo and undermine reforms. In
Latvia and Armenia the continuity of entrenched networks impeded reform processes.

The break with the past is related with another variable – elite cohesiveness. The two
reinforce one another – a radical break with the past was possible because the counter-
elites were cohesive and vice versa, while a cohesive political elite is an outcome of a
radical break with the past. Saakashvili’s team resembled Laar’s government – both
teams were ideologically and structurally coherent, composed of long-time friends with
roots in civil society and having a high degree of inter-personal trust. The cohesiveness
of elites results in efficient management of the reform process and well-coordinated
action to deal with related challenges in both countries. Laar and Saakashvili jumped on
the windows of opportunity provided by the transition and invested their political
power in creating well-functioning institutions.
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Abstract During the Great Depression, foreign-based lotteries distributed Sweepstake
tickets throughout the United States in direct violation of government laws at the time.
Although these Sweepstakes enticed many hopeful Americans, the underground
methods of ticket distribution also attracted organized criminal elements. This article
examines one such criminal gang that distributed counterfeit Irish Hospitals Sweep-
stake tickets throughout the US during 1931. The paper utilising government records
and newspaper accounts not only delves into the dynamics of a particular criminal
network but also reveals the efforts on the part of Bureau of Investigation agents to
uncover the fraudulent trade. The article provides an important glimpse into a largely
unexplored aspect of criminal history and shows how corruption can prosper in society
during the most vulnerable of times.

Introduction

On Saturday May 30, 1931, a public drawing for the Irish Hospitals Sweepstake was
held at the Mansion House in Dublin, Ireland. As Irish nurses pulled winning tickets
stubs from the large drums placed on a platform inside the government building,
thousands of people outside in the streets listened intently to the results from various
loudspeakers set up for the event. Every person as explained by New York Times was
Bwaiting in suspense, hopeful that a fortune might turn to them.^1 Out of the seven
million ticket stubs that had been submitted from people all across the world over the
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previous few months only 624 were chosen on this day. The fortunate individuals who
held the selected stubs were subsequently assigned with a horse for the upcoming
English Derby, to be held at Epsom Downs the following Wednesday. One of the fifty-
five Americans selected was Mildred Woomert from Reading, Pennsylvania. Her
husband, a drug and confectionary store owner had recently purchased a ticket in her
name for $2.50. Although Woomert’s assigned horse, Lightning Star, placed sixteenth
at Epsom she was still the recipient of $4000, a substantial amount considering the
financial conditions of the time.2

During the same time that local residents celebrated the good fortune of Woomert,
Joseph Berkowitz arrived in Reading from Kansas City and set up an office at 126 Penn
Street. Known locally by his alias, George Ringlander, Berkowitz subsequently
established the Northeast Distributing Company.3 This businessman who was often
seen wearing a fedora hat and smoking cigars would have appeared quite reputable.
What the local people did not realise, however, was that Berkowitz had criminal ties.
Most specifically, he was a racketeer who during the previous decade had not only
operated an illegal Bgambling game^ in Kansas City, but was also involved in sending
obscene mail and distributing fraudulent lottery tickets across the country.4 Although
targeted, arrested and fined, Berkowitz continued his illicit activities, and even man-
aged to build up a counterfeit lottery ticket distribution network that had upwards of
800 individuals working for him and his associates throughout the country. 5

Berkowitz’s arrival in Reading was not incidental; instead it was a calculated attempt
on his part to make this small Pennsylvania city his base of fraudulent lottery ticket
distribution on the east coast.

Lottery background

Berkowitz’s illicit undertaking in 1931 was one that targeted the vulnerabilities of
American citizens during the Great Depression. In a year when the unemployment rate
reached 15 % and where an increasing amount of employees saw their hours and
salaries reduced, the possibility of any form of financial windfall proved alluring.6 By
this time, many Americans had become enchanted with foreign-based lotteries that not
only advertised on the radio but that also had begun distributing tickets in the US. As
reports of American prize-winners appeared more frequently in the press, the lure of
securing a foreign Sweepstake ticket proved irresistible for many. Indeed by 1932, a
journalist for the New York Times noted in an article that many Americans had B‘gone
lottery-mad’.^ Lotteries provided individuals with the hope that they would Bfind the
pot of gold^ in the midst of economic difficulties.7

2 Ibid; Reading Eagle, May 31, 1931; Irish Times, June 4, 1931.
3 Report of Special Agent in Charge (SAC) George O’Dougherty, Philadelphia, Pennsylvania, October 15,
1931, Irish Hospitals Sweepstake File (IHSF), Federal Bureau of Investigation (FBI), United States Depart-
ment of Justice, Washington, DC (USDOJ); report of SAC George O’Dougherty, Philadelphia, Pennsylvania,
November 18, 1931, IHSF, FBI, USDOJ.
4 SAC Rhea Whitley to SAC, Omaha, Nebraska, October 20, 1931, IHSF, FBI, USDOJ.
5 Report of SAC George O’Dougherty, Philadelphia, Pennsylvania, October 19, 1931, IHSF, FBI, USDOJ.
6 David E. Kyvig, Daily Life in the United States, 1920–1940 (Chicago: Ivan R. Dee Publishing, 2004), p.
221.
7 New York Times, September 25, 1932.
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What makes this period of lottery hysteria unique is that it occurred during a time
when lotteries were in fact illegal in the US. In 1894, the US Congress essentially
banned state-run lotteries from taking place throughout the country. One year later, the
government declared that any form of lottery tickets and paraphernalia could not be
transported across interstate lines. 8 These strict laws, enacted mainly in part to
undermine the corrupt Louisiana Lottery which had run in the Reconstruction period
after the Civil War, did make an immediate impact. However, thwarting the burgeoning
networks associated with foreign lottery tickets inside the US proved much more
difficult. For example, in 1912, the federal government revealed that tickets for lotteries
conducted in Spain, Germany, Cuba, France and Sweden were being openly distributed
throughout the US. This revelation was unearthed after German sailors who had
disembarked from a ship in New York were found in possession of Bseveral bundles^
of lottery tickets from the European continent. Thomas E. Rush, the surveyor of the
port of New York at the time, believed that B$500,000 worth of lottery tickets was
brought every month^ into the city. These tickets were subsequently sold in local
establishments including cigar stores and were also distributed through the mail. 9

Although the government attempted to eliminate this growing illegal lottery trade, they
could do little to counter the attraction to gambling that once again began to encompass
the country during the 1920s. By now, not only had gambling become a part of the
fabric of American culture, but as Mark H. Haller notes, it had also become intertwined
in the complex bootlegging networks of the period.10

The intricacies of these underground gambling networks were obvious in July 1928
when federal authorities raided a number of printing offices in New York City. Sixteen
men were arrested in connection with organizing and running various lotteries. One
such underground venture that was revealed in this raid was a baseball pool which had
employed sixty agents and collected nearly $100,000 a week. Officials were also
shocked to discover that one particular cigar store in Stamford, Connecticut was
supposedly selling an astounding 50,000 lottery tickets a week. Furthermore, the
distribution of lottery tickets had spread to other areas of the US and included several
Pennsylvania cities.11 Although the New York Times noted that the reason for the raid
spurred from complaints received from wives and mothers who protested that their
husbands and sons were Bgambling away their earnings,^ it appears that the operation
was part of a larger effort to rid cities like New York of gambling. As noted by an
official, it was hoped that Bswimming pools will be the only kind of pools left here if
the campaign … is successful.^12

These aspirations however proved difficult due to the continued popularity of
foreign lotteries including ones that were based in Canada, the Caribbean and Europe.
Of the many that existed, however, none proved as popular as the Irish Hospitals
Sweepstake. Established in 1930 to finance the struggling Irish medical system, the
Sweepstake in the words of Marie Coleman quickly became the Bbiggest, most

8 William N. Thompson, Gambling in America: An Encyclopedia of History, Issues, and Society (Santa
Barbara, CA: ABC-CLIO, 2001), p. 120.
9 New York Times, November 10, 1916.
10 Mark H. Haller, BThe Changing Structure of American Gambling in the Twentieth Century,^ Journal of
Social Issues, 1979 (35:3), 91.
11 New York Times, July 29, 1928.
12 Ibid.; New York Times, July 30, 1928.
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successful and most notorious lottery in the world.^ 13 From the beginning, Irish
Sweepstake organizers realized that there was a market in the US for their lottery.
They in turn blatantly disregarded the strict American lottery laws at the time, and
instead developed transatlantic smuggling networks from which lottery material could
travel back and forth. Tickets and lottery advertisements were hidden aboard transat-
lantic ships and also sent haphazardly to random newspapers, magazines, clubs and
individuals across the US through the postal service. Those Americans who decided to
participate in the lottery subsequently remitted their counterfoils and money directly to
Sweepstake offices in Dublin or through registered post office boxes and receiving
addresses in the US and Canada.14

As expected, these activities disturbed American officials and by May 1932, around
400 companies and individuals in the US were identified by the US Postal Service as
being in receipt of illegal lottery material.15 Although those caught subsequently faced
restrictions placed on their postal and financial activities, this government intervention
did little to deter the Sweepstake trade. Indeed, for the 1932 Grand National Sweep-
stake, a half million Sweepstake tickets were sold in the US. 16 The underground
distributive methods from which the Irish Sweepstake and other foreign lotteries
operated clearly proved resilient. However, these clandestine practices helped spawn
another illicit trade in which criminals deceived enthusiastic lottery customers with
counterfeit tickets.17

Joseph Berkowitz’s racket

It was under this overarching lottery guise from which Jewish Romanian immigrant
and novelty shop operator Joseph Berkowitz, established the Southwest Distributing
Company in Kansas City, Missouri in 1930.18 Although the base of operations was in
Kanas City, the company had important connections scattered throughout the Midwest
and West. In Illinois, Berkowitz’s partner, George Sax, operated an industrial printing
business with locations in Peoria and Springfield. Sax supplied Berkowitz with Btons^
of counterfeit lottery tickets and fake advertising documents, and also assisted in
recruiting ticket agents to assist with ticket distribution across the country.19 One such
agent, Jack Michelson, later revealed to federal investigators that after being appointed
by Sax to sell tickets, he moved to Albuquerque, New Mexico and with the help of

13 Marie Coleman, The Irish Sweep: A History of the Irish Hospitals Sweepstake (Dublin: University College
Dublin Press, 2009), p. 23.
14 Ibid., p. 116.
15 Ibid., pp. 131–2.
16 Ibid., p. 112.
17 Ibid., pp. 128–131.
18 Background information about Berkowitz can be found in the 1930 US census. See Fifteenth Census of the
United States, 1930, Census Place: Kansas City, Jackson, Missouri, Microfilm Serial: T626, Microfilm Roll:
1763, Page: 46B, Enumeration District: 44, Image: 1036.0, Records of the Bureau of Census, Record Group
29, National Archives and Records Administration, Washington, DC. www.ancestry.com. Accessed March 27,
2015. Later information about Berkowitz can be found in the Kansas City Star, May 26, 1939.
19 BStatement of Jack Michelson,^ November 20, 1931, enclosed in letter from Hugh B. Woodward, US
Attorney for New Mexico, to Nugent Dodds, Attorney General, Washington, DC, November 23, 1931, IHSF,
FBI, USDOJ.
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local resident Bobby Dulin, set up a local novelty store. Michelson hired ticket agents
to help with distribution and Sax subsequently dispatched a variety of counterfeit
lottery tickets. In order to make the operation appear legitimate and stir up interest,
Michelson was required Bto pay out a certain amount as prize money.^ It was also
agreed that the printing costs for tickets and advertising material would be Bsplit fifty-
fifty^ between himself and Sax.20

By the spring of 1931, it is clear that the Southwest Distributing Company in an
effort to expand its operations looked at Reading, Pennsylvania, as an ideal eastern
base. Situated between the larger cities of Philadelphia and Harrisburg, Reading was a
major railroad hub for the northeast corridor of the US and most importantly featured a
very active Railway Express Agency office. Local access to the nation’s premiere
private shipping service proved vital for any burgeoning distribution-based company
and served an even greater importance for an illegal enterprise such as this. Outgoing
packages that contained counterfeit tickets could be dispatched easily while incoming
goods containing counterfoils and money could be received with little notice. Further-
more, since the Railway Express Agency was not affiliated with the US Postal Service,
government inspection was not as scrupulous. Packages containing illicit material and
money could seemingly blend with the legitimate material that was transported in
railway cars to locations across the country.21

After moving into a rented apartment in Reading, Joseph Berkowitz established an
office at 126 Penn Street and named his business the Northeast Distributing Company.
22 Although the company would assume other identities over the next few months, the
fraudulent activities remained constant. Assisting Berkowitz with operations during this
period included his son Ruben and nephew Joe Berkowitz, a Boston University
medical student. Also playing important roles were bookkeeper Milo Hilyard and
L.W. Morley, who had recently arrived from Florida.23 Intent on reaching as many
potential customers as possible, Berkowitz and his accomplices filled packages with
counterfeit lottery material and distributed them to random individuals and businesses
via the Railway Express Agency. Once delivered, the counterfeit tickets were often-
times bought unsuspectingly by the targeted recipient or sold to another credulous and
willing buyer on a commission basis.24

Local individuals from Reading also provided assistance to the ticket operations,
with some even becoming affiliated agents and sub-agents. Sixty-two year old Albert
Berliner from Reading became an agent after randomly meeting L.W. Morley outside
the local Western Union telegraph office. After agreeing to the work, Berliner was
given a car and was directed to sell lottery tickets in various sections of neighboring
New Jersey. Similarly, forty-nine year old Albert Porsch was recruited to sell tickets in

20 Ibid.
21 For more information on the history of the Railway Express see George H. Drury, BRailway Express
Agency,^ June 5 , 2006 , BTra ins : The Magaz ine of Rai l road ing .^ ht tp : / / t rn . t r a ins .
com/sitecore/content/Home/Railroad%20Reference/Railroad%20History/2006/06/Railway%20Express%20
Agency.aspx?sc_lang=en. Accessed April 3, 2015.
22 Report of SAC George O’Dougherty, Philadelphia, November 18, 1931, IHSF, FBI, USDOJ.
23 Report of SAC F.M. Hickey, Philadelphia, Pennsylvania, May 9, 1932, IHSF, FBI, USDOJ; report of SAC
George O’Dougherty, Philadelphia, Pennsylvania, December 2, 1931, IHSF, FBI, USDOJ; report of SAC
George O’Dougherty, Philadelphia, Pennsylvania, November 18, 1931, IHSF, FBI, USDOJ.
24 For examples see report of SAC F.M. Hickey, Philadelphia, Pennsylvania, May 9, 1932, IHSF, FBI,
USDOJ.
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southern Pennsylvania after he struck up a conversation with Morley and Berkowitz in
a local pool hall.25 Both Berliner and Porsch would have discovered that working as an
agent could be lucrative for an agent’s commission was at least twenty to 40 % of the
ticket sales.26 There were also of course inherent risks. For example, while Berliner was
on a ticket excursion in Perth Amboy, New Jersey in early July he witnessed a
government raid on a lottery operation. This Bworried^ him and he quickly returned
to Reading where he discussed the risks of being an agent with Berkowitz. Although
Berkowitz attempted to assuage his new agent’s anxiety by promising that he would
supply him with a lawyer if he was ever arrested, the event clearly affected Berliner and
he subsequently decided to end his brief but exciting career in ticket sales.27

Berliner’s immediate brush with a lottery raid occurred only a few weeks after the
government announced its intention to infiltrate lottery networks across the country. On
June 20, Solicitor Donnelly of the Post Office Department declared that the government
would do all within its power to Bstamp out^ the distribution of lottery material derived
from foreign sweepstakes including tickets and propaganda. Besides explaining that
promoters and agents who were distributing this material were at risk of prosecution,
Donnelly further noted that numerous Bfake^ sweepstakes existed throughout the
country.28 Indeed, by this time, officials had begun to uncover significant counterfeit
lottery rackets. Only a week earlier, Boston police raided the offices of a suspected
illegal Sweepstake ring and recovered $20 million worth of fraudulent Irish Sweepstake
tickets.29 Posing as an Irish government official, the organizer, Thomas O. Mahaney,
utilized a local printer and supposedly contracted one million tickets to be printed on a
weekly basis. These tickets, distributed throughout New York and the New England
states, were sold to unsuspecting customers at $2.50 a piece. This large scale but
localized operation was uncovered after the local printer notified police of the illicit
activities.30

The counterfeit lottery operations taking place in Reading remained largely unim-
peded during the first half of summer. However, by the end of August, federal
authorities began to uncover Berkowitz’s national racket. On August 27, west coast
ticket agents, Jack Michelson and Bobby Dulin, were arrested in California for
transporting Blarge quantities^ of various Sweepstake tickets from New Mexico to
Los Angeles.31 Investigators soon discovered that the Irish Sweepstake tickets found in
Michelson’s possession were indeed counterfeit.32 Around this time in Reading, the

25 Report of SAC George O’Dougherty, Philadelphia, Pennsylvania, November 18, 1931, IHSF, FBI, USDOJ.
26 Report of SAC George O’Dougherty, Philadelphia, Pennsylvania, November 18, 1931, IHSF, FBI, USDOJ;
Report of SAC G.S. Paterson, Oklahoma City, Oklahoma, January 4, 1932, IHSF, FBI, USDOJ; Report of
SAC F.M. Hickey, Philadelphia, Pennsylvania, May 9, 1932, IHSF, FBI, USDOJ.
27 Report of SAC George O’Dougherty, Philadelphia, Pennsylvania, November 18, 1931, IHSF, FBI, USDOJ.
28 The Lowell Sun, June 20, 1931.
29 Montana Standard, June 20, 1931.
30 New York Times, June 22, 1931.
31 Albuquerque Journal, August 28 1931; BStatement of Jack Michelson,^ November 20, 1931, enclosed in
letter from Hugh B. Woodward, US Attorney for NewMexico, to Nugent Dodds, Assistant Attorney General,
Washington, DC, November 23, 1931, IHSF, FBI, USDOJ. .
32 Albuquerque Journal, August 28, 1931; Hugh B. Woodward, US Attorney for New Mexico, to Nugent
Dodds, Assistant Attorney General, Washington, DC, November 23, 1931, IHSF, FBI, USDOJ; SAC R.H.
Colvin to BOI, El Paso, Texas office, October 20, 1931, IHSF, FBI, USDOJ.
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local Railway Express office issued a notice to its employees warning them Bnot to
accept packages for shipment^ from Berkowitz’s local establishment. A recent package
originating from the Northeast Distributing Company and damaged in transit, had been
found by the Railway Express filled with Sweepstake tickets. Although this discovery
expectedly drew the attention of postal officials and local police, Berkowitz remained
undaunted and simply altered the name of his Bfictitious^ company. Packages distrib-
uted from Reading claiming to be from the Penn Advertising Company, Quaker Supply
Company, the Coogan Sales Company and the Cardigan Addressing Company were in
fact all connected to Berkowitz.33

International exposure and investigation

In September, Berkowitz’s criminal network was exposed to high ranking federal
government officials. Early in the month, an envelope from an anonymous individual
arrived at the New York office of United States Assistant Attorney General Nugent
Dodds. This package contained a counterfeit book of Irish Hospitals Sweepstake tickets
along with three circulars related to the upcoming Manchester November Handicap and
a mailing envelope addressed to the Cardigan Addressing Company in Reading,
Pennsylvania.34 A short note was also included which not only described the tickets
as Bfake^ but also identified the Cardigan Addressing Company as an illegal establish-
ment. Furthermore, it was revealed that over the past few months, remittances were
Bbeing sent by express from all parts of the country in envelopes like the one enclosed.^
Dodds was asked to Bkindly stop the suckers from sending in their money to this
crooked company.^35 A few weeks later, Irish Free State Minister Michael MacWhite
visited the US Department of State carrying a circular from the Cardigan Addressing
Company as well as samples of counterfeit Irish Sweepstake tickets. He informed
Assistant Secretary of State James Grafton Rogers that this material sent to him from
the Irish government offered Bevidence^ that Ba wholesale fraud and forgery scheme^was
in operation. He proved his point by showing Rogers an official book of Irish Sweepstake
tickets, which he then compared to the counterfeit document. As Rogers noted in a letter to
the secretary of state, Henry L. Stimson, Bthe only marked difference between this original
and valid book and the forged book are slight differences in the weighted paper, printing, et
cetera, and the fact that the forged book of tickets lacks the water mark which can be seen
in the original tickets by holding them against the light.^36

With the American government attempting to curb authentic Sweepstake trade, this
revelation by the Irish Free State minister would have most likely annoyed American
officials and underscored a consequence of foreign lotteries operating in the US. The
matter was quickly passed on to the Bureau of Investigation (BOI) and in a few days,

33 Report of SAC George O’Dougherty, Philadelphia, October 15, 1931, IHSF, FBI, USDOJ.
34 Nugent Dodds, Assistant Attorney General to Director, Bureau of Investigation, September 9, 1931, IHSF,
FBI, USDOJ; Director, Bureau of Investigation to Nugent Dodds, September 16, 1931, IHSF, FBI, USDOJ.
35 Anonymous to Chief, Department of Justice, c. September 1931, IHSF, FBI, USDOJ.
36 James Grafton Rogers to Assistant Secretary, Department of State, September 22, 1931, Record Group 59,
Records of the Department of State Relating to Internal Affairs of the Republic of Ireland and of Northern
Ireland 1930–1944, M1231/6, 841D.513/6, National Archives and Records Administration, College Park,
Maryland.
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Philadelphia-based BOI agent George O’Dougherty arrived in Reading determined to
uncover the counterfeit activity. Here he met with the local post office inspector as well
as an agent with the Railway Express Agency. His most startling discovery occurred in
the neighboring town of Temple where he learned from the local Railway Express
agent there that an individual had recently dropped off 800 packages which were to be
distributed across the country. After being given access to the packages, O’Dougherty
opened one and found a note which originated from Berkowitz’s Quaker Supply
Company. The message, intended for a Sweepstake customer, revealed that any future
correspondence or money should no longer be shipped to Reading, but rather to various
named individuals in Kansas City.37 This discovery proved to be a major breakthrough;
not only did O’Dougherty now have access to 800 addresses affiliated with this
Sweepstake racket, but he discovered that the national base of operations was in Kansas
City.

After a search warrant was subsequently issued by the District Attorney’s office in
Philadelphia, O’Dougherty arrived and searched the premises of Berkowitz’s office at
126 Penn Street. A Btruck load of lotteries tickets^ as well as typewriters, wrapping
paper, and other material were seized. Jack William Lepsinger, a local resident who had
become involved with the counterfeit operation was also arrested. Although
O’Dougherty learned that Berkowitz had fled to Kansas City only days earlier, a visit
to the Clyde Court Apartments, Berkowitz’s former residence at 601 Carsonia Avenue,
proved fruitful. Here the building’s janitor, John Heffelfinger informed O’Dougherty
that two men, Eugene B. Koran and Al A. Offerman, had spent Ball night^ on 29
September burning lottery tickets and other related material in the furnace.
O’Dougherty recovered a number of these documents and three days later, Koran
and Offerman were arrested and subsequently released on $3500 bond.38

The arrests of three local men affiliated with the fraudulent lottery ring created a
sensation in Reading. In an article that appeared in a local newspaper, the illegal
operations were compared to that of someone robbing a poor box from a church. It
was clear that criminals were hitting Bupon a new angle to fill their depleting coffers.^
After revealing that Koran and Offerman were known operators of an illegitimate horse
racing game in the town, the article questioned why their counterfeit activities had not
been discovered earlier. There was even some speculation in the piece that local police
were involved in a cover-up.39 Although it is certainly not out of the realm of possibility
that Reading police officers had turned a blind eye to the illegal activity, evidence does
not exist to prove that they acted improperly. Nonetheless, what the newspaper failed to
fully grasp was that this counterfeit racket was much more than local in nature. Indeed,
once O’Dougherty examined 400 of the 800 seized packages, he quickly discovered for
himself that this lottery ring was a major nationwide operation.40 Between October 7
and October 10, O’Dougherty opened packages that were to be distributed to busi-
nesses across the country. The Globe News Stand in Valdosta, Georgia; the Hanover
Billiard Parlors in Manchester, New Hampshire; Grants Cigar Store in Butte, Montana;
the Smoke House in Burke, Idaho; and the Patton Lunch Room in Asheville, North

37 Report of SAC George O’Dougherty, Philadelphia, October 15, 1931, IHSF, FBI, USDOJ.
38 Ibid.
39 Unidentified newspaper clipping, October 8, 1931, IHSF, FBI, USDOJ.
40 Report of SAC George O’Dougherty, Philadelphia, October 19, 1931, IHSF, FBI, USDOJ.
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Carolina were some of the establishments which were to receive tickets. Furthermore,
the documents revealed that a number of Bregular agents^ including Eddie Dyer and
Carmine Napoletano in Maine; Walter F. Cushing and Edward H. Damers in New
Hampshire; and George E. McEiseick in Montana were Bdistributing [a] large volume
of tickets.^41 Other correspondence recovered by O’Dougherty pointed to Kansas City
as the national base of operations for the counterfeit operation. By now it had also
become clear that Joseph Berkowitz, operating under the alias of George Ringlander,
was the Bbrains of the gang^ that had Bdistributed thousands of bogus lottery tickets^
throughout the country. 42 Equipped with this information, on October 12 the US
District Attorney’s office in Philadelphia filed a complaint against Berkowitz and his
accomplices. Soon after, a warrant was issued for their arrest.43

Caught in the act

On the same morning that the warrant was issued in Philadelphia, in Kansas City,
Missouri, BOI agent F.J. Lackey along with city detectives watched as a red Pontiac
roadster owned by Berkowitz arrived at the receiving platform of the local Railway
Express Agency. Although Berkowitz was not in the vehicle, two men later revealed to
be Louis E. George and Burton Moore stepped outside and received Bseveral
packages.^ After following George and Moore to a parking spot in front of the Coca
Cola Building at 2107 Grand Boulevard, Lackey along with the city detectives
confronted the two suspicious men. When asked about what was inside their newly
received packages, George and Moore revealed that they were simply carrying adver-
tising matter back to their office. Fully realizing that the packages most likely contained
illegal material, the law officials followed the men into the Coca Cola Building and
accompanied them as they walked into a third floor room. Upon arriving, they
immediately saw Berkowitz Bworking at a desk^ alongside an associate, Ralph Vance.
On the desk were three loose-leaf notebooks containing nearly 500 sheets of paper
which included the Bnames of out-of-town Agents of the Lottery^ as well as informa-
tion pertaining to the types of tickets that had been distributed throughout the country.
Bins holding various lottery tickets were also sitting in the back of the room.44

Berkowitz did not admit his true identity during this confrontation. Instead he
insisted that his name was George Ringlander and that he was Bmerely visiting.^
Nonetheless, Berkowitz was taken to the local jail; it was here where he was positively
identified by none other than his own lawyer.45 With overwhelming evidence against
him, Berkowitz pled guilty to transporting lottery tickets from Kansas City and agreed
to pay a fine of $2500.46 On November 6, the Kansas City Star publicly revealed
Berkowitz’s activities and noted that Kansas City had become a Blottery center^ from

41 Ibid.
42 Ibid.
43 Report of SAC George O’Dougherty, Philadelphia, October 29, 1931, IHSF, FBI, USDOJ.
44 SAC R. Whitley to SAC, Omaha, Nebraska, October 20, 1931, IHSF, FBI, USDOJ.
45 Ibid.; Berkowitz maintained that his name was George Ringlander after his arrest. However, after being
taken to the District Attorney’s office, Berkowitz’s lawyer arrived and upon meeting Berkowitz, greeted him
with BHello, Joe,^ and thus Berkowitz’s true identity was clearly revealed.
46 Report of SAC F.J. Lackey, November 23, 1931, IHSF, FBI, USDOJ.
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where a number of criminals were transporting lottery tickets and supplies to points
across the country.47 Although Berkowitz’s illegal practices had been exposed, he did
not alter his activities. In fact, only a few days later the BOI reported that Berkowitz and
his accomplices had Balready resumed their lottery business^ in the city.48

The arrest of Berkowitz along with the recovery of such a substantial amount of
evidence clearly indicated to the BOI that a complex counterfeit racket was in opera-
tion. Further surveillance was necessary especially with outstanding warrants in place
in Philadelphia. However, the expansive nature of the evidence posed certain
logistical issues and the Bureau was Bunwilling to authorize^ an Bextensive
investigation^ for this Bwould entail examination of the express shipments
received in every city … in the United States.^ Select cities that had substantial
and significant Bundeveloped leads^ were instead chosen as places where
further inspections could take place. Bureau offices including those in Kansas
City, St. Louis and Boston were instructed to move forward with an analysis of
local shipping records. Likewise, in Philadelphia, Bureau agents were autho-
rized to delve deeper with the investigation.49 This work undertaken in Phila-
delphia was fully supported by the city’s District Attorney’s office which was
now working expeditiously on compiling further evidence in the effort to build
their case against Berkowitz.50

On November 18, 1931, Philadelphia-based agent George O’Dougherty noted in a
report to the Bureau that Blottery ticket shipments^ meant for Berkowitz’s fictitious
companies Bcontinue[d] to arrive at Reading.^ One such package sent from William
Gauer, an amusement company employee in Norfolk, Virginia included a note which
inquired whether the Btwo winning tickets^ he had previously sent in September were
received for he had Bnot heard in regards to them.^51 Intercepted packages sent from
ticket agents that arrived here containing remittances and ticket stubs also proved vital
for the investigation. Not only did these packages offer further proof of the extent of
counterfeit operations, but they also provided names and addresses. After intercepting
two packages containing this vital information, BOI agents in Arkansas interviewed
business owners E.M. Percell and J.P. Cole. Percell, a druggist who operated a Bwell
stocked store^ in Rector subsequently admitted that he had become an agent after
speaking with an owner of a local pool hall. He had sold about $75 worth of tickets to
B‘the boys’ about town.^52 Gist, the owner of a local café in St. Helena who possessed a
Bgood reputation^ in his small community revealed that he had become interested in the
lottery after reading of the large number of people throughout the country who were
winning lotteries. After an incidental encounter with a salesman of a local billboard
company, Gist was Bdesignated an agent^ for Berkowitz’s Southwest Distributing
Company. Over the next several months, he received books of tickets related to the

47 Kansas City Star, November 6, 1931, IHSF, FBI, USDOJ.
48 SAC N.G. Garvey to SAC, Kansas City, Missouri, November 9, 1931, IHSF, FBI, USDOJ.
49 BOI memorandum to SAC, Philadelphia, October 20, 1931, IHSF, FBI, USDOJ.
50 SAC Rhea Whitley to Director, BOI, October 31,1931, IHSF, FBI, USDOJ.
51 In 1934 the city directory of Norfolk, Virginia noted Gauer’s business as Boush Street Amusement
Corporation. See U.S. City Directories, 1821–1989. www.ancestry.com. Accessed October 21, 2014. Also
see report of SAC George O’Dougherty, Philadelphia, November 18, 1931, IHSF, FBI, USDOJ.
52 Report of SAC R.T. Amis, Oklahoma City, Oklahoma, December 3, 1931, IHSF, FBI, USDOJ.
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Irish Sweepstake as well as other lotteries. He subsequently sold a number of these
$1.00 and $2.00 lottery tickets and received a 30 % commission from the sales.53

This information combined with other similar reports offered implicit proof that the
counterfeit operation was quite extensive and successful. Hugh B. Woodward, the
district attorney in New Mexico, believed in fact that this Bfar flung fraud^ had Bno
doubt^ led to Bmany thousands of dollars… being taken from the American public.^54

This comment offered in a note to the US attorney general was made after Woodward
had just successfully prosecuted Jack Michelson, Berkowitz’s ticket agent who had
been arrested the previous August in Los Angeles. On November 19, Michelson along
with his partner Bobby Dulin and seven other men were found guilty in Santa Fe, New
Mexico of violating Banti-lottery statutes.^55 For his part, Michelson was sentenced to a
prison sentence of two years and forced to pay a $5000 fine. 56 One day after his
conviction, Michelson provided a statement to Woodward which detailed his involve-
ment in the nationwide racket. He provided explicit details portraying how he became
involved in the lottery distribution and also revealed how extensive the ticket opera-
tions had become. According to Michelson, the Blottery racket was very badly over-
worked^ for Bnearly every agent had different kinds of tickets… obtained from various
places.^ Besides exposing the broad intricacies of the operations, Michelson also
singled out Joseph Berkowitz as the racket’s leader.57

Evidence and prosecution

By early 1931, the BOI had recovered a wide assortment of documentary evidence
including hundreds of waybills and packages. Surveillance also began on Berkowitz’s
nephew, Joe Berkowitz, who had interrupted his medical studies at Boston University
to partake in the counterfeit operations over the previous few months. 58 In early
January, Boston-based BOI agent W.F. Keefe conducted a routine search through a
city directory and learned that the 20-year old lived with his parents in Dorchester.
After travelling to the Boston suburb, Keefe interviewed a local letter carrier who
confirmed Berkowitz’s whereabouts. He was also informed by Boston University
officials that that the young Berkowitz was indeed a registered medical student. The
process of requesting and initiating a search warrant subsequently began and on
March 7 Joe Berkowitz was arrested and released on bail of $2500.59 He was later
charged with being the Beastern director^ of his uncle’s illegal Bsyndicate^.60

53 Report of SAC G.S. Paterson, Oklahoma City, Oklahoma, January 4, 1932, IHSF, FBI, USDOJ.
54 Hugh B. Woodward to Attorney General, Washington, DC, November 23, 1931, IHSF, FBI, USDOJ.
55 Roswell Daily Record, November 19, 1931.
56 Report of SAC R.H. Colvin, El Paso, Texas November 27, 1931, IHSF, FBI, USDOJ. Dulin was given a
one year and one day prison sentence.
57 BStatement of Jack Michelson,^ November 20, 1931, enclosed in letter from Hugh B. Woodward, US
Attorney for New Mexico, to Nugent Dodds, Attorney General, Washington, DC, November 23, 1931, IHSF,
FBI, USDOJ.
58 Report of SAC E. Sandberg, St. Paul, Minnesota, December 10, 1931, IHSF, FBI, USDOJ; report of SAC
W.F. Keefe, Boston, Massachusetts, January 5, 1932, IHSF, FBI, USDOJ.
59 Report of SAC W.F. Keefe, New York City, March 16, 1932, IHSF, FBI, USDOJ.
60 Monessen Daily Independent, June 1, 1932.
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In early May, the BOI sent a comprehensive and carefully worded report to the
District Attorney’s office in Philadelphia that included compelling evidence showing
the extent of the counterfeit networks. Joseph Berkowitz along with nine other men was
noted as having Bdistributed counterfeit lottery tickets in interstate commerce …
Bthroughout the United States^ by way of the Railway Express at Reading. These
Bextensive and nationwide^ activities utilised Bagents and sub-agents in practically
every State to whom they shipped these tickets and from whom they received cash
returns, via express.^ It was also estimated that Bhundreds of thousands^ of counterfeit
lottery tickets had been deposited for distribution from eastern Pennsylvania. 61

Supporting these conclusions in the report were various testimonies from willing
witnesses. For example, W.R. Gough from Norfolk, Nebraska, noted that in early
August 1931, he had received five books of Bunsolicited^ Irish Sweepstake tickets
through the Railway Express from Reading. Having Bno desire to sell these tickets,^
Gough promptly Bdestroyed them.^ H.C. Schwantes also testified that he too received a
package from Reading in early August which contained five books of Irish Sweepstake
tickets. Unlike Gough, Schwantes sold the tickets and retained 40 % of the sales for his
commission. On October 20, he subsequently sent a personal cheque to the Quaker
Supply Company in Reading for the amount of $76.50.62

It is clear from the report that both Gough and Schwantes did not realise that the
random tickets they had received were fake. However, W.L. Simmons from Atlanta,
Georgia noted to investigators in his testimony that the two books of Sweepstake
tickets he received in early August 1931 appeared suspicious. Believing Bthat they were
counterfeit,^ he did not sell them. What is interesting in Simmons’ testimony is his
description of the distant guidance that he received after the initial package was
delivered. Two weeks after receiving this material, a letter arrived instructing him to
send any unused tickets to an address in Kansas City. A few days later, further
notification in the form of a telegram was delivered which advised him to instead send
the tickets to an address in Birmingham, Alabama.63

The presentation of this evidence clearly demonstrated the Bscope^ of the counterfeit
networks. And as revealed by Simmons, it is clear that Berkowitz and his gang tried to
stay one step ahead of any possible government surveillance by usingmultiple forwarding
addresses. Nonetheless, the investigative work done by the BOI and in particular inves-
tigator George O’Dougherty had yielded a number of positive results. Importantly,
O’Dougherty had secured vivid testimonies from local witnesses that provided a window
into the daily fraudulent business operations in Reading as well as the attempts to cover up
any evidence. For example, Jack William Lepsinger who had acted as a local courier for
Berkowitz during the previous summer agreed to testify on behalf of the government.
Albert Berliner who briefly sold tickets for Berkowitz also provided testimony as well as
John Heffelfinger, the janitor of the Clyde Court Apartments who had witnessed Eugene
B. Koren and Al A. Offermen burning tickets in an attempt to destroy evidence. Overall
the evidence compiled and revealed in the report provided substantial proof of the
activities undertaken by Berkowitz and his accomplices. From this, the District Attorney’s
office in Philadelphia was able to submit a clear and detailed case to a grand jury which

61 Report of SAC F.M. Hickey, Philadelphia, Pennsylvania, May 9, 1932, IHSF, FBI, USDOJ.
62 Ibid.
63 Ibid.
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quickly resulted in indictments. Joseph Berkowitz, his son Ruben and nephew Joe
Berkowitz, along with Offerman, Koren and Lepsinger were each indicted for a
Bconspiracy to ship lottery tickets in interstate commerce.^64

With little chance of overcoming the substantial amount of evidence against them,
all six men appeared before Judge William H. Kirkpatrick on June 1 and pled guilty to
Boperating country-wide lotteries on horse races, ball games and other sporting events.^
Hugh Scott, the Philadelphia Assistant District Attorney who was now handling the
case, declared that the men Bhave given me assurance that they are now out of the
racket and engaged in legitimate pursuits.^ Joseph Berkowitz was fined $3500 while
the five others were forced to pay penalties of either $500 or $1000.65 Nearly three
weeks later, the Department of Justice publicly announced the successful conclusion to
the case. As noted by the Pittsburgh Post-Gazette, a Bfake lottery ring^ which was
Bengaged in selling counterfeit tickets^ had been Bsmashed.^66

Berkowitz’s fine was substantially larger than what other convicted authorised ticket
agents and employees received during the 1930s. For example, in 1936, New York Irish
Sweepstake agent Oscar Stevenson was ordered to pay a fine of $200, while his son
and fellow agent, Lincoln Stevenson, was penalised $350.67 In July of the same year,
the American headquarters of Irish Sweepstake operations in New York was raided by
post office inspectors and police officials. Nearly $2.5 million worth of Sweepstake
tickets were seized and ten people were arrested. The fines imposed on two individuals
who were eventually convicted were $1000 each.68

Since Berkowitz’s fraudulent operations were essentially theft, it is surprising that he
was not handed a prison sentence similar to what his west coast agent, Jack Michelson,
received. It is difficult to speculate why this occurred, but it is possible that he was
aided by Pennsylvania political circumstances at the time. Only months before, the US
Attorney’s office in New York had begun investigating James J. Davis, a Republican
senator from Pennsylvania, who had supposedly received funds from an illegal lottery
associated with the Loyal Order of Moose, a fraternal order that he was a member of.69

This news, delivered in a year when Davis was seeking re-election, had the potential to
cause considerable harm to the strong Republican networks in the state.70 The fact that
Judge Kirkpatrick as well as Assistant District Attorney Hugh Scott were Republicans
and also appointees of the city’s strong and powerful Republican party machine offers
the possibility that the sentence handed down to Berkowitz was done in order to
minimise any peripheral impact on the future prosecution of Davis.71 Although this

64 Four accomplices of Berkowitz were not indicted as they were considered Bminor offenders.^ See report of
SAC F.M. Hickey, Philadelphia, June 2, 1932, IHSF, FBI, USDOJ.
65 Monessen Daily Independent, June 1, 1932; report of SAC F.M. Hickey, Philadelphia, June 2, 1932, IHSF,
FBI, USDOJ.
66 Pittsburgh Post Gazette, June 24, 1932, IHSF, FBI, USDOJ.
67 Coleman, p. 135.
68 Ibid., p. 27; Port Arthur News, July 5, 1936.
69 Chester Times, August 19, 1932.
70 New York Times, September 10, 1932.
71 Background information on Scott can be found at New York Times, July 23, 1994. Background information
for Kirkpatrick can be found at BWilliam Huntington Kirkpatrick,^ Biographical Directory of the United States
Congress. http://bioguide.congress.gov/scripts/biodisplay.pl?index=K000240. Accessed March 24, 2015. For
more information about the Republican party machine in Philadelphia see Isador Kranzel, with ErikKlinek,
BPolitical Influence in Philadelphia Judicial Appointments: Abraham L. Freedman’s Account,^ Pennsylvania
Magazine of History and Biography, Vol. CXXXIII, No. 4 (October 2009), 349–387.
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theory cannot be directly proven, it is clear that politics did partially hinder any future
investigations of the Berkowitz case. For instance, in early November 1932, Kansas
City BOI agent Chapmon Fletcher received a letter from US Attorney William L.
Vandeventer requesting that further investigation be conducted on the activities of
Berkowitz’s partner George Sax. Fletcher replied to Vandeventer that Bimmediately
after the [presidential] election, it will be possible to assign an agent to this
investigation.^72 Luckily for Sax it appears from the surviving BOI documents that
very little investigative work was subsequently done on his role in the lottery affair and
he was never properly scrutinized.73

As for Berkowitz, the promise he gave to the Philadelphia district attorney that he
would now shift to legal business practices proved false. In 1935, he was once again
Btaken into custody^ by federal agents and charged with distributing counterfeit tickets.
Although fined $2500, he once again evaded prison. His six year prison sentence was
suspended and instead he received five years of probation. Four years later, he and his
wife along with a business partner were charged with violating the newly created
Federal Wage and Hour Act. Besides illegally employing children under the age of
sixteen, Berkowitz’s Universal Manufacturing Company had failed to meet minimum
wage requirements for employees. It is clear from these two later episodes that staying
with the bounds of law continued to remain elusive for Berkowitz.74

Conclusion

When communities across the US were faced with economic hardships during the
Great Depression, foreign lotteries provided the possibility, albeit remote, of creating a
financial windfall. Although the distribution of authentic foreign lottery tickets
and material was illegal in the US, the elaborate distribution schemes utilising
vast transportation networks and covering addresses largely evaded local law
enforcement. The subversive and loose nature of these networks also provided
ample space for criminals such as Joseph Berkowitz to devise and implement
counterfeit schemes to fool unsuspecting customers. Based on the evidence
compiled by the BOI at the time, it is clear that Berkowitz was largely
successful in his counterfeit endeavours. The thousands of fraudulent tickets
which were distributed and sold across the country by him and his gang proved
that it did not take much to trick customers caught in the lottery hysteria. The BOI agents
involved in the investigation of Berkowitz also proved just as capable at their craft in
undermining and ending this large scale criminal racket. However, their work was
largely undone by the Pennsylvania judicial system. The reasons for the benign attitude
adapted toward Berkowitz by the Pennsylvania assistant district attorney and judge
remains inconclusive. Nonetheless, their benevolence certainly proved short sighted,
especially considering that Berkowitz would engage in further criminal activities for the
remainder of the decade.

72 Chapmon Fletcher to William L. Vandeventer, November 8, 1932, IHSF, FBI, USDOJ.
73 Memorandum by SAC J.R. Green, July 20, 1933, IHSF, FBI, USDOJ.
74 Moberly Monitor Index, May 26, 1939.
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What does organized crime have to do with the legal economy? This is a conceptual
question and an empirical question. The volume Organised Crime in European
Businesses edited by Ernesto Savona, Michele Riccardi and Giulia Berlusconi places
the main emphasis on the latter aspect. It seeks to illuminate the diverse nature and
extent of the influence organized criminals exert on legitimate businesses in Italy as
well as in seven other European countries that differ from Italy in that they do not have
a traditional organized crime problem: Finland, France, the Netherlands, Slovenia,
Spain, Sweden and the United Kingdom. This set of countries represents the combined
make-up of two groundbreaking research projects that were coordinated by the
Transcrime institute and funded by the European Union. One project, Organised Crime
Portfolio (OCP), investigated the generation, investment and confiscation of illicit
proceeds and was carried out in 2012 and 2013 [1]. The other project, Assessing the
Risk of the Infiltration of Organised Crime in EU Member States’ Legitimate Econo-
mies (ARIEL), was concluded in 2015 and aimed at identifying the vulnerabilities of
legitimate businesses to infiltration by organized crime groups [2]. The bookOrganised
Crime in European Businesses takes stock of what has been achieved with these two
projects and looks ahead to the possible outcomes of a third project which was
launched in 2016, Modelling and Mapping the Risk of Serious and Organised Crime
Infiltration in Legitimate Businesses Across European Territories and Sectors (MORE).

The highly informative volume contains an introduction and a conclusion, both
written by Transcrime director Ernesto Savona, and twelve separate chapters written by
a total of 24 authors. The book is organized in five sections, one introductory section
that addresses conceptual and methodological issues, three sections on the use of
legitimate businesses in furtherance of particular criminal practices (trafficking, fraud,
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and criminal control over territories and markets), and finally a section that discusses
research and policy implications.

There are two purist approaches to the study of the link between organized crime
and the legal economy, purist in the sense that they entail clearly definable units of
analysis: one centered on activities and one centered on individuals. When one looks at
organized criminal activities in the realm of business, the focus is not on any ‘usual
suspects’ but on the pervasiveness of certain illegal practices within the legal economy
irrespective of who the perpetrators might be. When the focus, instead, is on organized
criminals, the relationship between organized crime and the economy is framed in
terms of the influence exerted by a defined set of actors, namely individuals who adhere
to a criminal lifestyle and derive their income from crime and who for a variety of
reasons seek to establish a foothold in legitimate business.

The editors of Organised Crime in European Businesses are leaning towards an
actor-centered approach. Their focus is on the ‘infiltration’ of legitimate businesses by
criminal groups. This has a number of implications, first and foremost with respect to
the scope and focal point of the discussion. An activity-centered approach would be
more encompassing and it would be more likely to capture the most egregious assaults
on the functioning and integrity of the market economy. Arguably, the price-fixing
schemes and manipulations of global financial markets, for example, that are carried
out in an organized fashion by members of the corporate elite dwarf in scale whatever
stereotypical mafiosi and drug traffickers might be able to accomplish. However, this
does not mean that a specific focus on stereotypical criminals and their role in the legal
economy is without justification. Very much to the contrary, mafiosi, drug traffickers
and the like are interesting objects of study, and no study would be complete without
considering their presence in the world of business. Furthermore, it seems safe to
assume that there is a difference whether criminal actors operating within the legal
economy have been socialized in a corporate environment or in the underworld. Both
approaches, the activity-centered approach and the actor-centered approach, therefore,
are valuable in their own right.

Opting for an actor-centered approach, however, raises important conceptual issues.
Who exactly is infiltrating legitimate businesses? In answering this question, the editors
and authors of Organised Crime in European Businesses seem to have found them-
selves in a dilemma. Their starting point is the notion of criminal organizations directly
or through intermediaries participating in the decision-making processes of legitimate
businesses (pp. 19–20). This is a scenario that seems to best fit the Italian crime
landscape where mafia-type associations with defined membership present themselves
as clearly delineable objects of study, where the presence of mafiosi in the legal
economy is well-established, and where law enforcement agencies systematically
collect data that tie these associations to legitimate businesses. The notion of criminal
organizations infiltrating the legal economy is more problematic conceptually and
methodologically where such clearly delineable organizational entities do not exist.
By adopting a broad definition of criminal organizations that includes any criminal
structure ‘from large organisations to loose networks of collaborating criminals’ (p. 17)
the editors of Organised Crime in European Businesses acknowledge this problem
without really solving it. After reading the instructive introductory chapters (written by
Giulia Berlusconi and Michele Riccardi) one is not really surprised to see that the
authors of the individual chapters who report on the situation in their respective
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countries are going in different directions and in some cases adhering only on a
rhetorical level to the notion of delineable organizational entities (rather than individual
criminals) infiltrating legitimate businesses. In fact, there is open dissent from David
Wall, Yulia Chistyakova and Stefano Bonino who write about the situation in the UK:

Are the right questions about organised crime being asked? Are investigators still
tending to focus upon the organised crime groups rather than exploring the actual
offence or its outcome? In other words, should an ‘enterprise approach’ be taken
that looks at the viability of the business, rather than looking for criminals (p. 112).

The country reports on the Netherlands, Slovenia and Spain are grouped in the
section on the infiltration of ‘legitimate businesses to conceal and facilitate illicit
trafficking’. Joras Ferwerda and Brigitte Unger emphasize the attractiveness of the
Netherlands for transnational criminals and note that wholesale trade, retail trade and
transportation are the sectors most likely to be the target of criminal infiltration. Boštjan
Slak, Maja Modic, Katja Eman and Branko Ažman report that in Slovenia, ‘bars,
restaurants and similar businesses are most often infiltrated and owned by members of
organised crime groups’ (p. 54). They point out that there is no indication of the use of
violence and intimidation in acquiring control over businesses and that criminals ‘tend
to own and/or manage businesses directly’ rather than through straw persons (p. 55).
The authors conclude that ‘entrepreneurial initiatives are individualistic in nature’ (p.
58) and ‘the number of identified infiltration cases is relatively small’ (p. 55). Jesús
Palomo, Jerónimo Márquez and Pilar Laguna present data on the geographical and
sectorial distribution of criminal investments in Spain. These data show a concentration
in the real estate sector in Madrid and along the southern coast.

The section on the infiltration of ‘legitimate businesses to develop fraud schemes’
comprises two chapters. Johanna Skinnari, Lars Korsell and Helene Rönnblom assess
the situation in Sweden where ‘cash-intensive businesses such as hairdressing, beauty
salons, cafés and restaurants’ (p. 89) are believed to be vulnerable to criminal infiltra-
tion, but also currency exchanges, banks, construction companies and businesses in the
cleaning and maintenance sector. The authors conclude by highlighting that in the
Swedish case ‘companies are used primarily as a tool for committing crime’ rather than
for investment purposes, and that recent developments show ‘the use of companies for
large-scale frauds and the abuse of the welfare system’ (p. 97). David Wall, Yulia
Chistyakova and Stefano Bonino, in the chapter on criminal infiltration in the United
Kingdom, focus their attention on two types of fraud schemes, car insurance fraud and
VAT carousel fraud. In so doing they follow an activity-centered approach and almost
inevitably go beyond the ‘usual suspects’ to also examine a case of VAT fraud where
the main figure was a London ‘business celebrity’ (p. 109). The authors stress that
criminal infiltration of the legal economy ‘can be sophisticated, international and
involve an entirely different group of professional white-collar criminals. This group
of criminals would normally fall outside the traditional UK organised crime policing
model’ (p. 111).

The third set of country reports is grouped in a section entitled ‘Infiltrating legitimate
businesses to control the territory and influence policy makers’. This is an important
classification because it accounts for the functional diversity of criminal structures.
Whereas the preceding two sections examine illegal enterprises that use legitimate
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businesses in furtherance of profit-oriented crime, this section presents analyses of
criminal structures that exercise some form of illegal governance. Michele Riccardi,
Cristina Soriani and Valentina Giampietri use data on confiscated assets to investigate
mafia infiltration of legitimate businesses in Italy. While considering a variety of
motivations for mafiosi to gain influence over businesses, the authors argue that
‘infiltration of industries with high territorial specificity (e.g. hotels and restaurants,
gas and water supply, construction), as well as public protected sectors, enables mafias
to monitor pervasively the territory in which they are active, and to maximise their
physical and strategic control’ (p. 122). An interesting detail in the overall picture of
mafia infiltration is the role of wives and daughters of mafiosi as owners of record of
legitimate businesses: ‘the percentage of female shareholders within confiscated busi-
nesses in 2006-2012 is almost two times higher than that among Italian legitimate
companies’ (p. 128). The chapter on Italy demonstrates what level of analytical
sophistication in the study of criminal infiltration can be achieved when rich data sets
are available. In their chapter on France, Michele Riccardi and Diana Camerini
distinguish three main types of criminal infiltration: ‘occasional laundering, fraud-
driven infiltration and mafia-type infiltration’ (p. 144), the latter being situated in a
context of illicit markets and ‘high-level connections with local politicians, public
officials and businessmen’ (p. 146). Sarianna Petrell and Jarmo Houtsonen conclude
the section on territorially based criminal groups with a chapter on outlaw motorcycle
gangs and their links to legitimate businesses in Finland. One of the examples the
authors present is that of a biker club exerting control in Helsinki’s nighttime economy
through the provision of security services to nightclubs.

The final section of Organised Crime in European Businesses is devoted to research
and policy implications and contains two chapters. John Walker discusses how the
impacts of criminal infiltration of the legal economy could be measured, and Lorella
Garofalo, based on a thorough review of the academic literature, outlines an approach
to the assessment of the risks of criminal infiltration.

In his concluding remarks, Ernesto Savona stresses the complexities of and the
difficulties in operationalizing the concept of organized crime infiltration; and he sums
up what Organised Crime in European Businesses demonstrates: ‘it is not yet possible
to generalise variables and their dynamics in a single interpretative model’ (p. 211). Part
of the problem seems to be the difficult access to pertinent data, a recurrent theme
throughout the book. Skinnari et al., for example, explain that ‘a lot of creativity was
needed to find relevant research that in some way described how organised crime
groups take over and use legitimate businesses’ (p. 88). Part of the problem certainly
also lies in the confusing diversity of the constellations and forms in which criminal
infiltration occurs. This is likewise a recurrent theme in the book. And part of the
problem arguably has to do with the way criminal infiltration is conceptualized. Even
though Organised Crime in European Businesses advocates an actor-centered ap-
proach, there is relatively little interest in exploring what criminal infiltration means
for the criminal side. Granted, the book discusses the myriad of motivations criminals
might have for exerting influence on the legal economy, but the agent of criminal
infiltration largely remains amorphous. In fact, there are at least three different agents of
infiltration mentioned in the book: individual criminals, criminal organizations, and -
interestingly - ‘different criminal groups within the same organisation’ (p. 134). In the
end one is left wondering, for example, if it matters for the likelihood, nature or scale of
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criminal infiltration whether ‘large organisations’ or ‘loose networks of collaborating
criminals’ (p. 17) are involved. Similarly, one could ask what the implications are of
categorical differences between criminal structures. Does it matter that the criminal
organization in question is an illegal enterprise (i.e. an entrepreneurial criminal struc-
ture) or a territorially based mafia group (i.e. a quasi-governmental structure)? It also
remains unclear by what criteria the criminal influence that is exerted on legitimate
businesses should be ‘attributed to the criminal organisation as a whole’ (p. 23) rather
than to groups within an organization or to individual members. Indeed, often enough
when reading Organised Crime in European Businesses it seems that no distinction is
made between one or the other. This begs the question to what extent it makes sense at
all to examine the infiltration by criminal groups separate from the infiltration by
individual criminals more generally. By focusing on individuals rather than groups
one would at least have less ambiguous units of analysis. At the same time, one could
still incorporate into the model the various direct and indirect ways in which criminal
groups can play a role in the infiltration of legitimate businesses.

The line of research represented by Organised Crime in European Businesses aims
at quantification and at risk assessment at a rather high level of abstraction, but it would
also benefit from micro-level case studies of criminal influence over legitimate busi-
nesses to better understand the nature of the links between criminal structures and
legitimate business structures. There are numerous cases mentioned in the book that
would lend themselves to this kind of in-depth analysis, for example one of ‘a major
Chinese OCG involved in a complex network of screen companies’ in Spain (p. 77).

Organised Crime in European Businessesmarks an important milestone in the study
of criminal infiltration of the legal economy in Europe. In many respects it confirms
findings from previous research in the United States, for example with respect to the
kinds of business sectors that are most prone to infiltration [3, 4]. At the same time, it
becomes obvious that the situation in Europe is different from the U.S. in that there is
no control of legal markets by way of the infiltration of business associations and labor
unions [5–7]. The volume edited by Savona, Riccardi and Berlusconi also highlights
how different the situation appears to be within the European Union. Italy clearly stands
out in terms of the pervasiveness and scale of criminal infiltration, as well as in terms of
the legal and administrative responses to criminal infiltration. The question remains to
what extent the different characterizations of the problem across the eight countries
considered in this volume are due to empirical differences or rather due to differences in
perception, and to what extent a conceptual framework that is so clearly inspired by the
Italian discourse on mafia infiltration is applicable in settings outside of Italy.

References

1. Savona E.U., & Riccardi, M. (eds.) (2015). From illegal markets to legitimate businesses: the portfolio of
organised crime in Europe. Final Report of Project OCP –Organised Crime Portfolio. Trento: Transcrime –
Università degli Studi di Trento. Available at: http://www.transcrime.it/wp-content/uploads/2015/12/ocp.
pdf.

2. Savona, E.U., & Berlusconi, G. (eds.) (2015). Organized crime infiltration of legitimate businesses in
Europe: a pilot project in five European countries. Final Report of Project ARIEL – Assessing the Risk of
the Infiltration of Organized Crime in EU MSs Legitimate Economies: a Pilot Project in 5 EU Countries.

Organised Crime in European Businesses 227

http://www.transcrime.it/wp-content/uploads/2015/12/ocp.pdf
http://www.transcrime.it/wp-content/uploads/2015/12/ocp.pdf


Trento: Transcrime – Università degli Studi di Trento. Available at: http://www.transcrime.it/wp-
content/uploads/2015/11/Project-ARIEL_Final-report.pdf.

3. Anderson, A.G. (1979). The business of organized crime: a Cosa Nostra Family. Stanford: Hoover
Institution Press.

4. Edelhertz, H., & Overcast, T.D. (1993). The business of organized crime: an assessment of organized crime
business-type activities and their implications for law enforcement. Loomis: The Palmer Press.

5. Jacobs, J.B. (1999). Gotham unbound: how New York City was liberated from the grip of organized crime.
New York: New York University Press.

6. Jacobs, J.B. (2006). Mobsters, unions, and feds: the mafia and the American labor movement. New York:
New York University Press.

7. Reuter, P. (1987). Racketeering in legitimate industries: a study in the economics of intimidation. Santa
Monica: Rand.

228 von Lampe K.

http://www.transcrime.it/wp-content/uploads/2015/11/Project-ARIEL_Final-report.pdf
http://www.transcrime.it/wp-content/uploads/2015/11/Project-ARIEL_Final-report.pdf

