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REFERENCE: The purpose of HB 626, "An Act relating to the crime of

conspiracy".

The purpose is to make easier the arrest of individuals who are involved

in the planning and organization of criminal activities.

dealers and pornographers.

The following material Is attached:

A. Alaska Statute 11, Chapter 3l-attempt and solicitation.

B. Department of Public Safety position paper.
C. Fiscal Note.
D. Articles on organized crime.

1. From Bital Speeches of the Day -

2. Newsweek

3. Newsweek

"And Now the Israeli Mafia"

4. Newsweek "Rico the Enforcer", August 20,

5. Business Week

6. Newsweek - "Life in Hiding", January 5, 1981.

7. Nations Business

8. Business Week -

"How the Mob Really Works"™, January 5,

"A Squealers Secrets", January 5,

- "Investment", January 10, 1983.

"A New Ploy to Fight Takeovers",

Such as drug

"Combatting Organized Crime™.

1981.

"Bad News for Labor Racketeers", Oct. 1982.

May 24, 1982,
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A& % i‘tfIR*Pealed, § 21 ch 166 SLA 1978. For current law, §ee AS 11.56.1
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Chapter 31. Attempt and Solicitation.
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Solicjtation .
Mu1t|pTe convictions barred
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DEPARTMENT OF PUBLIC SAFETY
POSITION PAPER

Support
March 3, 1984

HB 626 - "An act relating to the crime of conspiracy."

This legislation would facilitate the arrest and prosecution of
those individuals who historically are positioned in the upper levels
of criminal organizations but who never enter the areas of "hands on"
physical criminal activity and therefore avoid being charged, despite
their clear responsibility. The most important impact of passage of
this legislation would be in prosecutions of those criminal elements
involved in narcotics trafficking in Alaska.

We can see a potential for conflict between 11.31.140 (c¢) and
(e). The former prohibits conviction for both conspiracy and the
crime which 1is the object of the conspiracy. 11.31.140 (t) indicates
that if multiple crimes are the object of a conspiracy only one count
of conspiracy is charged. If two people conspire to commit four
similar crimes, under (e) this is one conspiracy count. If, in fact,
three crimes are committed, the fourth to occur at a later date and
arrests ore made before the fourth crime 1is attempted, under (C°;
conspiracy could not be charged for the fourth crime because (e)
defines one conspiracy count for all four planned crimes and (c)
prohibits conviction for both conspiracy and the criminal act itself.

Commissioner



* ALASKA 1984 LEGISLATIVE SEc
FISCAL NOTE
Revision Date:
REQUEST FISCAL DETAIL
Bill/Resolution No.: HB 626 Agency Affected: Public Safety

Title: "An act relating to the
crime or conspiracy."”

Sponsor: Kepresentanve Liska

Requestor; House Judiciary

Date of Request: _3-6-84

Program Category Affected:
Administration of Justice

BRU, Program or Subprogram!s) Affected:

Alaska State Troopers

EXPENDITURES/REVENUES:

(Thousands of Dollars)

Fy 84 FY 85 FY 86 Fy 87 Fy 88 FY
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
<I0 SUPPLIES
500 EQUIPMENT
600 LAND 6 STRUCTURES
700 GRANTS, CLAIMS
800 MISCELLANEQUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
1 CAPITAL 0.0 0.0 0.0 0.0 0.0
I REVENUE 1
FUNDING:  (Thousands of Doll ars)
CENERAL FUND 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER
TOTAL
POSITIONS:
RULL-TIMVE
PART-TIME
TEMPORARY
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
ANALYSIS: Attach a separate page for analysis
Prepared By: Francis C. Allan “ Phone: 26'")-B691
Division: Alaska State Troopers Date: Q3°Q?/P4
Approved by Coys sioner: 7 Robert J.” fflmflhem Date: Ilbf-SY
Agency: ~/Public Safety  V
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

89

0.0
0.0

0.0



WILLIAM FRENCH SMITH

those diTierences v:itn be resolved

W ell. those ililferciucs arc slihcrcnces in Gn\cimieni mmtmc-
mho and philosophy . The common interests haw to do witli ilio
things of everyday Lie for people cvcty where

Just suppose with 11:0 fora
v'ltulil tint] themselves, ‘«it- *a\. in a waiting r<«»m >u sharing a
shelter Iron the ram nr a storm with alJim and Na'ly And there
was no language harrier to keep them from evime actjuumtcd.

»iiwr;t mat an 1'...:;; and ait Anya

Would they debate tire diTerences between their respective
tiovemioviits.” Or wouid they find themselves comparing notes
about their children and wiiat each other did toralivinelleture
l.le> parted company, they would probably have touched tin
ambitions and hobbies and what they wanted tor tiie children
and problems of making ends meet

And as they went their separate ways, mayre Anya would he
say me to lvan: ‘‘Wasn’t she nice. She also teaches nuisie."

220

And Jim would be tellimc Sally what Ivan did or didn't like
about ins boss. They might even have decided they were going
to get together tor dinner some evening soon.

Above all they would have proven that people don't make
wars. People want to raise their children in a world without fear
and without war. They want to have some of the good things
over and above bare subsistence dial make life worth living.
I ltey want to work at some craft, trade or profession that gives
them satisfaction and a sense ol worth. Their common interests
cross all borders.

It the Soviet Government wants peace, then there will be
peace. Together we can strengthen peace, reduce the level of
arms and know m dome so that we have helped fulfill the hopes
and dreams of those we indeed, of people
everywhere.

Let its begin now.
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No s.. ha., uav (m<.j ... now.".er. and no intelliceni plan
U d.weloped. Ilie I'lil did
s|.it il sotnd against ta. gangs'rts, aVivstutg a few sucli as Al
-.I" s'il nn-..-

m older io "in.u.e possible ihe

ed |In.' eoiilo i*Mi.ired sum.’'

' poiic. io iii.on
ia. Led t.iiiiti’'iv .miioi,

ue siiine mndis.ites i*nm-- me

0 «\..\ evasion, lint me | HI
. e.he n.osi of the activities of
| attics .md | orties. despite

1.

e.nne

laudable law . nlois'emeiit .H u ;, utie local and state an-

m'noi.lls tad.l io :ILil. a i.".poiise.

Me.mol iH™\id.d tiie ::ti' i so'iree "t income lor criminal
loop, ||,.in 1". 1eu'd s ei'd ol Piolilbltioil ill 1"aj Hut
0 'an.' A >mis’ ... m m.n ..iv.'siy learned how to diversify.
IIn ,, i>1. iie- or. i ne.v.il md incis’iisc'd pievioiis mvolve-
imui, izieei » uo .tn/lie.ui and naicolics 1lhey began
mvc'lu- « .u , e, e« .a ,r.'s'.s's, and also mlilll'uts’d labor
muons Mimi :.,. tn is evlends'd il, reach llalioliwide —
, labii-in:t= 'I'ei.'ii,-!,.  ui the v\esi (‘o.isi, including Los
\ngclcs

‘e0t mud | ! |, dcra! govcrument Im.illy begin to

n al.. a,y O, a,atic Moony into orgain/cd cruiis’. A spsC.alSett-
le soiiiniiti In,'ele.l o.is's iss'i.mvei investigated ‘am
"bug .a.ii l.. u i a.iiVitie.s m miei'.tale commeicc. The
e,uimiillse on, o\s ie,l .. nali'Uial paticrn ol bribery and piotee-
tion p.ivniem «to law entoiceuieiit oitieials and payoim to local

ei.

and tale political li-'Uies lo ensure pioiectioii liom pi'Oseeu-
iiloit Ibe eoMMUiee detennmcsl that a national criminal orgam-
r.iibon wlueh it releiiel to as "The Malia" did esi-st. and
leeonuiis'inled the eiv.ition o! a rackets squad within the Justice
T'epailmenl

lhe Ks'ta.i’si in

heaniw's stimulaled local investigations

, ities wliei. the soitmntiee had exposed oigatu/cd crime s'per-
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«wns and public corruption. lint even \vit", the kr.ov.!odx\
>blamed from ‘lie hearings, tlio federal government iKel! -*i.
did not take sustained notion. 1ho Department m! lisstice initiat-
ed a drive agam-t the loading racket figure. identified in the
Senate hearmgs. hut while some convictions .; d deportations
tcsulled. no permanent inves'ieatiw ,.r prose;tttori.il tunas vu-re
e-tablishcd until i°5L H\cll then, only tinvo kiwvvis in the
department aoio assigned to the Urgani/ed L.Time and Kao'e-
.eetiiii: ,('iosiion. aittell consequently enjoyed only iimited suc-
cess. Yearn. tiie federal government tailed to see the immediate
snd growing threat presented bv organized etnne — a national
threat tequirme a national response.

li's itvk o| an eli'eeltve no’-enttnenl icsrouse ivut eosii\
During the Fillies thesviidteatascoirtili'tvd to -mlconsoli-
date. 1'rgamzed crime became more eeopiv ai'ohcd in v r.iv
‘miin crtmeatid m poiitus Moh'-tet - mote frequently appeared
m re-pectahle places and witn lespeotablv people

Not untii tiie early Sivt.es did the icic:.d government henin
make i substantia! enforcement elton ae.nnst organized o.iae
i'mier Attorney ticnerai Roheit Kennedy. the | iil lvgan moni-
toring the activities o! dtiil ol the nation’. lea.line oieam .s.i
crime I'.vines. | he number ot aitornev * in the »'l'um /cd i iittie
Sectton jumped to 1? in i »S. aun e &in I"i>." iiiadnaby ..
the number of convictions per ".ear began to in i vise tiv
in 1diti, to p.In in !

Several years later aeonnni hoii created nv i‘,c-wlen; lo"".
son made malicious reeomniendalioai >lot elian vv in the aim
eaeii ot them designed to eii.illeuve oivan.red crime
I be i 'nimbus i time l.onttol and Sale .Siteeis As! ol pms an!
the <)rgam/ed v'ititle Control Ac; ot V7P mcorporated all eichi
o| the comtmsMoiTs recommendations regarding nroo ol
eri.mr.ai vioiati mis. The Il,('b Act was the fir-t leder.it awv to
deline the term

n.il law

"organi/cd eimie- unuincluded a provision f >
electronic surveillance underacatehtlly detailed Watrant prose-
late and strict court supervision. lhe [*>70 Act strengthened
the government’s iegal tools in the evidence-gathering process.
One provision —tie Racketeer Imlueneed and Corrupt ()rgam-
/ations Act. or RICO - is aiuuuhly the most powerln! statute
available to federal law cnioreement ollieials. becair-e .itnoin:
other tilings it allows government to sri/e the illicit pro!Us ei
organized crime.

Another important initiative at lith time was the ercalion ol
the first Organized Crime Slttl.e hoiee, In ("no. the Oepai!
ment of Justice placed a live-mat) team of ailornevs and super
visoiv personnel lioin federal mvcamative agencies in Kuii.il>>.
N.Y. Within a sliott time, the group, duhhvd tiie "Strike
Force." convicted the ntoh muleit'os' aiul several svnduitz
Jigures. In |¢)(*> the l.'cpartiuent oi lustiie began an expansion
of the Strike Force program

In retrospect, the federal law enforce,nerd md legislative
initiatives >a tlie Sixties mail; a tttrmni! pond in ihe hotoiv -t

the government’s response to oieamzed time Ilo he >ii: e
dining the past 20 years tli.re have oeeti t nnd* wnen tie
eovei timeni lias not been as elleetive . it >i-nM liav be.v .0
tunes the effort has lveii eoiitu wil and nusdiii ted | ecu -o. it

is m the past two decades that the ledeial venuiien! la ally
iiddevi-eit

-e pun-sl

It.is organized a wttoils law eiiloieemeut re-pon
lours tiiit
valuable in combatting oream/cd crime

In the ptoi three years, the Stitke Force pio-. rmi has heeit
iti-t ti.i.iaa-mil

mecb.iinsms Midi as tiie Strike

augmented m order to better lead the light -c
organized crime. Specialized cadres nt experience.l trt.d attor-

VITAL SPEECHES OF THE DAY

neys eoonlmale me . cir. aivs i-| stmuna! mvesp.gatois from ail
the m.oo; federal lew enioreemen: agencies. as well .u the local
police

ihe strike foiecs have indicted ami convicted many ot the
prim ip.il le.;-aer. m the ttadaion.ii. nmc t-.mm-.- m many oi out
man'i siucs !he'
New York. Bo-Vu. ("c ciunl, Chun.: > Denver Kansas City.

tiavc eaiei.'s-mllv 'm:ouc,'t major eases in
Miami. Detroit. 'hnFademhia. San hr ncisco .Milw.au ce. New
Orleans - and ! os Angeles. Dunne tiie past tiiree '.ears, in
large part because oi the elrorts ot (lie Strike Forces. tile Depart-
ment -1 Justice mo indicted. trtcd. and convicted more than
2.hi d membeis and associates of organized crime.

‘i he use ol nru.'fiiit enforcement mechanisms dv.cioped in
the Sivb.-s and Scventte.v have proved mimei'-c.-v b.eiptal I-iec-
iroiiic siirveiliai'cc underearefuily detailed wa.t.ai: "iiocc\lure
and strict »uiirt sup., rvisioii i.a.s enabled us to g. iiler miormalion
o ti the eerv secrettx..crime families so ha- the Yvnrcss Seeuri-

I'rogiam. win. i prov ide.s protcettmi tor mtorm.tiit- a tiling to

slify avaiii'i lotmei imderwoiid .i*s«'e:ales !;; addition, leder-
il "Hi.iai- have s'teee'-sfuily gone imdercover. no'itie a- them-

c:sml 3l 'alll/idlllme, Hill also -at I'V illdet. el op;|I.itioils
c-a -« 'it ' terr'it out members ot or.tani/ed ernne

five i ai rio'-t si‘ccessiul ain.ei“cover opet.itnut- o.eurred
1''c¢ m | os Aneaies I'iic Nil knew :h a mcmb.Ts ot the Malic,
me. i.iv exioiteo pomoeiapheis and bookmascrs. bin no ex-
e'ii,on v.um was willine to testn\ So. th-e I-1JI -et up it' own
piirnoerapny enterprise, named | oiex. l:nrex was |.c.ited in
\ .ai Nnv>. and osteiiMblv sold poruocrapiiv to South Ameiica
.md Mexico.

forex v.tited to be extoned. but omam/cd etniu-
di.'t.inee. apparently
stisiuess. So alter three months, the i ll! used an iiiln‘iii.m; to
eme.nl the word on tiie street that the government was looking
I hat lL.elpi il estabiisii ihe company stona ndes witli
Sit 1.
tenipi. Next an undcsiover aeenl with me new n mme oi Vince
| ombard put the v onl i til that the comp.my was extolled.

l'iiit tactic wotked. fhey iolii .om-
haid never to extort a pornography business again and to leave
the country. | hey cave 1 >rc\ the choice ol making pax ment >to

I apt iis

'‘ispicioiis nt liie aneiiimacy m ;’;e new

mto | oivx
oieant/ed crime. however, there was no v.ioitton at-
.’he mobsters moved in

'hem or nova again doing business anywhere in the | imed

States -\t tins poii'.t we i a veil in. As aicsiilt of out elfort which
was called I’0.'uex. ' the entire rtilme iieiiareiiy ol the l.os
\mvles org.mi/ed ernne tamily was convicted ot RK'O
; h.tfges

SSitli llie help .-I operations such as I'omcx, the (hg.tm/ed
1 lime Strike hoix.es it.tve desiroyed ihe my ili that the leadership
® nrc,tm/rd eiiine is "iinioueiiabie. " Due reason ib.e syiuli-
ti - tamed mic!i a fooihohl in Ai)ie:ii..in society is jhsi this
a in, wlueii made il easier for them to teeruit new members
eu ei.i.'ice lovally Vow ibat we have more know ledge ot how

o: 'mized sum.- works, v e have been able to deeim.ite the top

mis 't 'auiv to'i-
M** mi'll ilio M:. duae piortanl o an impoitant part ol the
mlle 0 'w 'i!-'m  .mze.l. tune, oihei new appn'.iClies have been
ad.it." en 'a ti j'.;-! 'luee veais lodav. oig.un/ed eiline is
n mimy a,>>m d ui liae tialli.'king Indeed, tiie drug trade is
LI | minmer >re cimie problem - especially
lie .on ist < ifie en.nm.il activities spawned by drug
N TR | . X, u.ple. >leccnistiuly done ot the Baltimore
! ean.! iii.it '1 >;! ;s committed a total o“ almost ,i hall

‘mu. a i>>mmo'.e: ,>|!mear pen«»| ---or an average of 2.11(H)
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each — one every other slay

The Posse C'omitatus law. passedaftei hie ci\;i v.n ivcvcnts
ihe armed forces from engaging m law cnloiecmciil activities.
We have sought and obtained an amendment to this lL.r.s wiiieh
now permits ns to utilize the resotnees and inteiitgenee gather-
ing capability of ihe military — ;m the tirst time. |his has
already been enormously valuable tn the fight against drug
trallicking.

Aiul tor the first time. too. we have brought the FBI into the
drug enforcement elfort by consolidating tiie Drug Enforcement
Administration with the FIJI. The FBI has a sophisticated un-
derstanding of the organizational and financial aspects ol the
organized crime cartels. It has unique knowledge ol. and ability
to loliow. the flow id money. This expertise is essential to
combatting the highly sophisticated activities of modern orga-
nized crime, and it is now being put to work m the fight against
drug trallicking. Our departmental reorganization has been
highly successful, resulting currently in 765 Flii eases and
almost (d!!'t mint DBA Fill cases.

South Florida iias long been the hot spot for drug tialficking.
In response, the South Florida lask Force was established in
11" 2. For the tirst nine, all of ihe agencies of tiie federal
government dealing with tins piooieni were hrounht together
wiimn a sinele entity

The success ui this |.i k Force ctiuieit us in lormul.iiine tiie
mamr eielu Il'onit initiative against .eigaiit/ed ciiine and oiue
liallickme announced by I'resntent Lc.. '.ai last 'eat. ihe
.etileipiece ol the program was the .;s Usm ot |’ last;
toi.es p.ittettied on me Soum F'nrtd.i .c, m.i depl.ocd

new

tut' 'itgin >t me soinitiy jhe ¢ Iw*h lota .:c is'w ‘nils ,vie
ahoii.il. xidy mote lh.u !""i mlilanuit mm i | t.a
I.lion dcten'itiiifs have beets hintteii! Yfid-Moiv mb
tduiiF. |i.iven >ot\i ted

iit the 1.,% cases now uialei i'tsest:'at: i t's'i.e Dr m|.
lot e . ..in. a small uitm ei iiisolm n.i.hiioii.u . an. 1
ciime Most itf.oltc new m enieigme go ups .un.u; 1 m tic
Fact,.use p*otlls ni dim: t.ailiektng. Some o unes .«-u ijiec
oeniee | ut most you will not. 'hey include the Il IF' \neel«.

» V.estr.i F.umtia tn.
the Bit . 1 i"ta
e In.id,'so ic,;cs. tne

the<htllaws, the I'’'mans, die liataluiiis. |
Meus'ati Malta, die \i'nn lholhethood.
taunts. the lipaites.* Vakuz.i. the (.lull
Israeli M .iii.i. and me Cocaine Cowboys
These modern >utels ate msolscsl in the muon non mo
distribution "l dings, me linanciilg ol li.ilth k m .
money laundering sclietnes V. is alsii hue oi u.niitioii *
iit/ed ctime. tiie, uc also engaged ill eoliimoiiig «.imuuul i u
viprtse. ..base "I he ham. .eet'eey law > n.iuolks colls; it.,.".

ioa: u a

and puhli . oiiiir.ton. [.n: «me;,me ii.c law ''nl. ivemem xe.m
oilsdeioloped to | eltl liadittomii o:'1:!l.". F a ee. we ., m,,
. all a s.ill nir.",e , o.i|/aliojis cic:: as ii nc.l [
me

lod.r . @ oie.im,Cil .i". m|s lie"."']. " el<e i.si 0::].:i aut
hunts, u I' a'so e\;viicii. i e..i.-tlii ohm ei ,mm iain n
al in hull'. lo m'c:nation.ii, a , Fam e i diliouteld i iliiie

trailiC-.m'j. t)t tiie lluee dine, tliai m.st u .upic a- ll.e.i, a law
ennuveiiienl pelspeeme ' some
ew'lusiii iy trom shroud. and one. iii.uiiu.i :i. ...au's pic.lo; n-
ILiLItT 11 Illno.a: I'Cs.Ulseol lhedru'h I ..
I'letwccu oig.im/ei: siliiic i..imhes uC«m 1

two inn ,n , '..iv.uiie

Il eicialn nstlip.
- and l'au-rui'i.ae
sliikiiigiy Mimia! to ilio»e isi-ioiu alt* -s.
iiifed cnmmak in Nets Nr>tf. and | tns.ieo

li is essential tii it we delclop i lose woikni.

'me :..S an ui*a

>m uioiMup at
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the inchest lei els with the governments of countries that are the
source of illegal drugs or through which ‘lrugs travel. It is
equally important that we understand ihe problems faced by
those countries and that tney understand our concerns. Cooper-
ation on procedural matters ts an essential step, 1o this end. we
F.ave negotiated, and are continuing m negotiate, mutual assis-
tance law enforcement and extradition treaties witii the various
countries involved.

Already we have been successful in crop control and eradica-
tion programs
working — however slow the resuits — with other countries to
control the supply and processing ol opium and coca plants and
their derivatives.

As we proceed with cntorccment programs at home and
cooperative etforts abroad, we must aL.o keep our knowledge of
organized crime up to dale, in the past we did not recognize
organized crime for the problem that it was. High government
otfi.ials and some academics often treated the threat of orga-
nized crime, aiul even its existence, with skepticism. For dec-

- notably in Turkey and Mexico. And xse arc

ades oream/ed eiime grew because it was not stopped from
growing. \\' e —all oi m -F.ave paid for the fact that for many
years there was no oie.uiized response to organized crime.
History counsel™ the wism'ir nf learning .is much as we can

ai»iml me new .ml i-inetcii.i.* xinnc eaitels >0ill.;, we can attack
Hum F.ioic iliey nceon;' acnircnencd ,s the Matin did.
\l tii.'! Cl;.. ‘I Nos.r' aitil.” Blc-'dclll > (‘eillimi'sMli oil
i ‘iediti/.-d ( ;m.e.Fod its ii mc.iu: «'iil'iuneloii .'s'p.m
miilie I 'eden' -ei.'hiiii<e<m..». .ii't <tiMiitze«.| sim.e
Jiot a U..ii.l ' ' anus =m li ‘s i \'d
an,,, i*:t Li-' .h". tis'im o mL Ll Lt L. ui toilia eie lei:e
Sliemme ‘[ |..1 ""miio .*i' ! to, ns public uileiuion .|i
. 1 i % ifu = . | ', eu. li'tii al ue.m
Mii'i'i o e * oLt ;mi . Iis tor sir. i; 'then-
Ul ta. 1 dal 11 Mo Lee it jollt A I nil's'll S11k | te'C
x ja.i. 1111 , ajsmm , ..l tillll al<uis ..ire; le
etem Ly i . « .mi law enlnivi inetil
aiiltl*
I aiiim* t.".. p.... ia mi| ‘itanr ol coiigivssioinil .ic-
hi.l  nn."i: I- an es ai'ouii.i oi cases whets.* current
i g'ly L,nl-' mise'< u'lci 'sts ol pistice 1ot example,
wini il vi. i e imits o much t'lilicial discretion ttiat a
Uesol o a L uut-eillg lip HE T seal's I
[ T ".id .11, lived Il lot. call call itthat to a
>*tal 'toa L oo UHIif, n aillialt! C.tHIT [n|loWec<i I'\ live
e 'ai litio! diit.n ;! ies;'iui.it Heist spend only In in.pits at
u in ,.n"ont ii. ,1,.'. lie will he lice to sis>as he
[ * "in :in ei. siiii. atler llioiisainls 'l hours
"o'% By u a'al pi.oes'iltois. and Olllel law eiilsiiCC-
men: oil:.....
'iHu-lasi i «n ", s .tie S isda p.isseil a . rime hill.oiiianuag
‘U’ tn'l " an.l ;o P'lilts I>\ a Vole oi *»>to | Wehopclh.Il
lmtii me x.natml P.a | Fuisc oi Kepie nt.mses will .nml.uly
as' b.iol. ir@a 1 1 < 'l.a 1IM.I session 11 1INI
(hi'.uiizcd snine N a toi. a Wmin w will base (O v intend
aura Ihe Depailii.s'iil > Imiivec the leileial itoierr.menl
« iiuml do in.' |o|< ali'iie I'ahlic knowleshte alioiil oc.mized
vi .'i.a nnl .uppoii o die .o'.aiinneiii ®law enl. uvm. n! atlotts
ALY 1. s to Allins  lis'Css,
NN nil ‘'leais i puhli. av areness ol otgam/ed viune. aiul "ie.il-
i'i pul lie sujij*,*m ot ilia tedei.il law eiilorecment elloil. \se Call
.islinwe a tsilme shtieieia MM oui pa-i - a inline u; win. r. tiie
s.nicer ol oieanized slime is imallx hts’uithl nuclei oureonitoi



How the Mob Really Works

rT* InV Mir the criminals

lificil

J. \mrfll.ill* have
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Mine li.ivc lisctl nil tin* n.itltill * thltsl| tur
etr- til-st [Ili|iJtil.t*licll Wwlllcll. gambling.
tiu,w .md vim.it.hi>i .isti At ttic same lime,
*ticv li.ivc tiecitinc legends in ttieu m m I, mil.
1sprcukiti/ctt g peCM tinny M1 tiiituic
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t'.ililutiiia's "Mickey Mouse Malta" **erc
ini,".eieil m'nrmei
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limn’ ihi* mob provides "Otgani/ed crime

isa serious problem, bur one whuh issome

tunes cvaggcratfil and someimics nniu-

mi.'ed for [Kthucal pur|>oses,” savs Deputy

Assistant Altorney tiencral livin Nalha’i

H.iiVitrii sociologist Daniel Itell once

jvrote that the underworld serves ay one

of America's “queer ladders of social mo-

bility.” Sonic criminals climb and get off,

others can't wail to get on, and home never

leave | lie Italian syndicate, called LaCosa
Nostra I-'ul,

lhe

by some gangs and by the

and Mafia by everyone else, tits flie

last category So muih lias twen wnlicit

altoul this group that n's difficult 10 sep-

arate myth from fact. Tins at least seems

true: the Malta is a Itvise confederation of

gangs spread around the country I'hey

work together on projects such as lus Vegas

gambling, and operate independently on

local affairs siisli as protection nukcis or

libnr ravkelivrmg (chan, page M

Shakedown: Orgam.’cd crime, hnvteye’,

i,tn no means an Italian iuotin|vily Jewish

and Irish hoodlums have long vooi'craied

voih the Matia "liuvs that hate e.u h nthei
v,ill mi down (nr money,"” says a New Ynrk

police detixlive Hut now new groups have

hciim In ilimb Hell's curious i wider |Ill.u k
nuiliiMii I'liil.idclphiaami N. w V.uk run

m concert with the Malut nuisti ..l the
gimhlmg and ii.irs’olics a*non i hmese
g.u."s.Afiake dnwn S.m Iran, is.,. mrr

ihaniv. the sell-priKl.iime\l Isiaeii Mah.i
ipage fnl evt.itv mmiev nt Ins Vngclrs

(‘nlombian and Cub.m ding rings ha*e»*
d.sslcsl Honda wnh ihcn pr slusls and



— 9 J 0 V9D

IIn.. suiting S4it) ¥ n»' Kkl 1lfu 11¥)%
<Nil i\» Neil nliil .in | till j*i% 1\
4. i IN. 4ti» | huliil nrlr Cillers
Iiulm

li e eje olll'll limn | <*4 Ii.
4t i ounio Fi it~ ntllio |0 mill in
ciee«] fill ][ Hrl» INS >Smull nltiwil I..
ti Jluiking iml “~auiNlinA ii|d ili.iln
o\l 1111 N> |UTHIF 111 111k hi 11l
igfifk, [ 14fijn ie imikfil |.i m 'Hliriu
Jml Wllk (w11 110N tine i LJiktlin Hull
i It lixitiii'il Ulnit lilt 10ilt, @ @ wiiiiktflk
hliiii jnil 1. jurvliiMiaNI** Vm | i nn IKiii
ini Luni. 1i* Null! j 1111121 Julli, tin. k
. Nniiiii'ik in Siii i ilni'iili" 1n! In 11l
'k in.m.y was tillin". tj*ent I i pay I[I»'NI%,
(itituff tin) lin-i li*vn\l hi i ktili* til
millLillni inlrnl ml kr|Mi itmg hi««l

enik limit stair »mil" i. I>

Iloiiii: L'iillJinni alni Nn) transN't li d
tmin LD SIL*A0 tin e in Tlir (1 e i lain
>, w.ik .ikki'vl in Ilir mill 'IN Ns [liit I A
m.leagues In CtHilt' ll,n k .iml Ik'I[”imi linn
JVIiiltimik Ilir 11*1I.t»vsi||jj >I'Ift all* the
mist Lol tn gewisteinnriic jioves.ti-
t 1 evHinT falad nier i e tinenn mi
iti- | i ec.tlni ni tillin' Ivtktrv [lit* sv.iv
eicudk mill Sun in.nit iii.i ni ( Imago
li*mot n.mit's 1liilu niit' 11 Mmitu lie
itmill Urmu i'm" 11link Isi.k iimk lcm
J i Nn k fijimii session il tiliitli IIn' ni.l
i.ni [siiiiv’i] thumbs ilomi sviiilt* iisin,:

iMsiin: IIn* milct In kill .i I.mills

\ «in*t'U't

nl.
I.him Ami lit' helped lilt 1 r*
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‘Ar.isol. jlie Wl <iii.ition McMial msigiuli
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Soon tlie ic.tifnons ssill Neover. l.isolhfi.ii
ptotiviion mil etui .uni | r.ttt.mno still I:sc
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hotel nsom this Lnll. svatcltevl over H\ i.so
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tikmc me. there s a hnnlresl * Then he
hiiii(t up the phone aiul chc-sietl stoic.allv
mi atom Slcm, an t'lgar “ Nothin, Nnhers
me Kvhit tlo | ctse g .htttn’ If it cmnes.
it comes | .nn | gonna age ms self or, at-
count tlit
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Allot ilesJtiICk ,1c.vi, .uu4 Hintus tin
gjjigster ts inotf than a stcatuif > tin
ulcaii iltrrts he is 4 Iittuir in the kmrii
.an niijgiiiati.si Hut tU>loir ami siinlsih.
value ktrp .f.aiuiug ami still, it tin 4
t;on vijK'tiepti.'ii «! INr u.l.1, 1st,.111 In the
I'1"1 lliosif little | .1CV 411 ,Jttat,1l I»
K .-lkins. Il js-.ftt 4Vi‘sl the
in..t-MClI Ki, o

p.n.t.l.fin.iti,
li.iintflit’ an wuiiicilrcmol
h.ssl stli.i tl. tei vv.l killing Ik 1t'4, tin*
Ns nv li.nl tin 1> 1 to ltic sl, tun X\t Ul|1ilitil
Ns  St.itl,.;! M.illos* |
tii'kt'li tloa.li png lilt to 401 k ,ni liltx st.l
(fill, lit altfi Ins g.iiigl.unl Ntotlifl loltjil

IHi.nnl.i'v lens

Null 10 ilito't a light “1 i.'ul.lj Ihvii .l
mil."ti.ia. a.,k lctts A itiiiipl.iint. il only
tin tnen rtaan t Winetstirein 111, Wi ollts,
to sttikf I'.itl. lust ssith N*vinnmiy ,’gainst
lk.'titij.i mu,ui kiss, thru milt Ins lists
in a tf BIUGLLIL Diunnis e *icie gissl whips
cvii mi Hie tl.s ks Only in the tnosirs
Pibitiik. HHEfef is Hu' LUk ili>  HILItlki as
inf tnsiiltiet, silo toilciine. the gang
«.ifi as lifio, stlio makes people nlTets that
s 111110t tfIIIST

Waruingt: 1In" tc.il lile inoh h.isn t I,u
gi.'tten It. ss t.i j.fisualJc jisojile. When I'cit-i
enlifin.i. llomii'i Mali.llhug ssho noss tes
lilies lui the 1 ill, hegan his eiuloticincnl
..m et .Ins pitin lp.ll)nh stas simply to slant)
mncu.it m g k. ssith Ins Nroail shouUlets ami
bulging hiitps. sshile ho SUjhtiOiS issut', 1
ss.irumi's to stcklung nnitlhets runners or
other sliat’ opciaiiscfi Once, he says, slur-
mg the emi'll m Ilull Ol Nett letkc W tfiltl
lt.ule ('er.ter, he s.ist a ntohster threaten
tit siios e 4union foreman ilnssn an clcsaror
sluit tvreansv the foreman ssas complaining
s’ui pitoiis lime cards (vmg. puiuhed for
nonssoiMiigmol)mcmNer -a nuriest searn
lhat nclled the lamtk S|t«)/XJO inone year

Sometimes Salerno got more involved
“I1've tiunicii hip warehouses so jva'plf can
tollect uvanante.” he says "We shot up
pev’plc s houses I Iveat up a lot ,:l |v0pie
I (licked up money from restaurants and
hutmesses that had to pas protection Hut
viseass Salerno managed 10 rationali/e ins
n«.minev-h> reminding himscll that his
sitiims were ii.id guys, after all. and Ns

insisting that his lieari s»,vsn l in 1]. ‘1 did

it Nev-suse it stas a p’'N. hut 1 g.'t mi rn
loyment out of it." lie ].Units I ki'c» .me
guy. he d gtt great myovnsenl | se seen

him hi: a guy mUi » h*t and put hi* »rm
,vn the tin*' airff brral, it. men pul his leg

up >nd breik that i.iji
To their surprise, h 'wever, polwe f.i’e
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Litlinl tli.it Miiitc ul the new inobsieixiu-
tt unujg .ite jityl tut Mill "1 hey don't slain)
up ItkAthe nKlet ones,” >*i>\ t llrouklyn
dete.iixe "Hete's ,t kid who grew tip in
s mee lipme. uw-sl in ;t guk) hie. a line
e.tr. good I'usl )ou’ie cuing I* pnt him
in i.nl lor ten years’ forg.-t il He'd give
tip Ins mother- "

A Front: Take Joe C.tiil.ilnpit, Trrsli mil
of the Army, lie went to work lor Ins hither,
Anthony, who runs ;i Hrooklyn re.il-estate
ollne Jm- gicw up tn .i | sing Island. N Y ,
stibutbainl thou,-.hi Ins lather ran a straight
I'tismess He t|iuekly discoxercd that An-
thony's lirm was also used by the Colombo
ernne faintly (’iinlalupo was eiuhrallcd by

*\tHym rijt% i / m i t C 4 A jH S * *xx kx* -
4 UaAa «3%+

i4 W

LONG REACH

iluuyn
UX i»na yV>j4

fcUU

V. *4

Jjivwiy »«).|>n ]

X

Yom | SFANM(] X
>« vi» forvixd (%

.s** rCkiiinAi «u™*w>

ks x| Opns
( H>» t"fBbc(fhaﬂmb

\%

tk«*l v KilkiHi »IH». <

ij*Jl«NftO | ar*wy
Uotfc €@ t a>c*atH>
UIHHIWVU t AHI(If
uo4v | Iflt\d | %/
| “tiLIMiSA*
tI»j»* Anifx>n> tkx*i»u
i *>x/i \nAix>i\j
Ou.n/m/h; njlii>/*'S «*«hvfHVI ]
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| JKWEF/ S*rVft Oft
ol EMEI of
vurit-; I'ropram He has testihesl in two  Nevt | m;laud boss Kayiuoiul I S Ia

major Malta prosevuttmis brtuitrhi ty the
Tftleritl Ofyam/etl | rime Strike | out- in
lhonUyu. uk hktiii,! the one aji.tuist »ns tor
mentor IVrsuo " | heipiestion y»as whethet
| would Iv a wise yin on the streets and
eyentually cud up in jail, so | decided to
j;0 the other way,"” C.ini.dupv s.iys it* ev-
platia |vis .ktions Hut Joe has not quite
Itrokeii all the nilt-s While Ite may Itase
dishonotctl Ins f.tthci. he has refused to
squeal on him.

Not all the junior hoods are bumblers.
Stime sliosv a chilling taste for tiolen-ce
that cames problems on both sides of the
law I-'I)I sj™fc'cl agents point to an Amen-

ihe molt, hi*.ambition was to-become- tt- —i-an-(H>tu rmiftstei itintntl Atultontr Acx-et-

"tii.nle" mcmK-i of the Matia The onlV
problem Cantahipo wasn't scry gusl He
tried loan-shatlong 11 'I'1 'ds but

was ptmnptly gyppevl out of SSO.IXXI by
his partner, a Nvkie uauieil i.tuies Gicdda
A couple ofyears l.der, Ji*copened a Hru'k-
lyit lira m.nket lie wa- supjvscd to cite
apreecofhts profit tt* the new family K'sses,
I he I'erstet* hroi hers Hut Ins business failed,
and Alphonse I'ersteo beat up k'anlalupo
lor not delts ertttii

A washout as a mobster. C'tntalupo
lurntd into a sets gusl spy In 1*31), frits-
tratnl apd bn-kc. lie Is-s.tme a paid Till
informant Three years later, ihe bureau

persuaded him to besome a full-fledged
double agem While ( anlaiupq rtsketi hrt
life, hr aiu* htidgJK , hance to settle a low

Mores. prosultng tips ihat made ..tses
Wlintl vseral h.osls. in. |tidir< his old
partner tirrsl.It In Vi<u*t I*3' ¥ after an
I HI »,-'ni ko .tenlalls **iew t antahifss«

JWrr, 1'x s inesl f'se revier»i \Airrtest 'Sf-

turo i*f Hollyssood, M .t. as the protolyp-
teal young lion He is currently awaiting
trial for allegedly fixing horse races In
the mob. Aceetluro is known for Ins tem-
per. as the sort of guy who screams al
Kwses and bents tip businessmen

" lhoc are sc oud- and third gencr.itiou
K*ys who don't i*K-\ the way the guys
did who came up tiie hard way." says otic
New York detector "Their .ittimdc is.
'Hev, this ts America I'm going to do
my own thing'" As a consequence, some
underworld groups h.ne begun smuggimg
lilccal aliens into the country to -.erse as
the new intanirt. "If | were tiie public.
| would r.ttber hase ihe old dons where
they are tixlay." says ex-enforcer Salrrno
"These young lilows are ruthless Ihe
dons arc trying to tea™h them net io go
Nrck to the days of the Capone-y. the days
of slaughter <n the citrets "

Some of ihe o-Ul .Jons are realls old end
hast tsegun to gne w»* to younger iea.Jers

<rtoicit. TI. telics on Huston teal-cst.iu-

man rieiinato Angmlti to maintain his

contiol oyfi Huston's lush m>)> | oimei

Chicjgo buss Anthony Acciudn. now "M.

s|lvnds most ,i| lus tune in I'uln*. Spu'ngs.

seising as ,m c,y|seil .onsultaul to Ins st.c

cc-sscii. Joey Aiuppa tJllu'is bung on New

]Jlleans buss Mauello. 70, w ten intifh

in command ol Ins region, ctnt while hr

awaits trial Honda's Santii Iraihcante

r . (iti. a senior citi/en Ktss lor the nation's
retirement capital, also

seems secure

Philadelphia's Angelo llruno. ri‘> appearetl
March when lie

The body ol

unchallengeable until list

was killed outside Ins home

nn nssivinte, bebevnf- irsjionsible- lor

Ilrtmo's minder, was found a month later.

Mulled into a plastic bag. shot fourteen

times and littered with S20 bills torn in

half, an underworld sign tjt.it he had com -

muted a greedy ;u:l New York's Carmine

(jalunte, an ambitious Malta chief, met
a similar fate m July Ilu7*). when lie was
gunned down at lunch with |Ins cigar
caught between his teeth »

|,CaI'V Young or old. the new mobster*
want -their share ofthe growing white-collar

action Although the mob has alway* had

a piece cf the legitimate economy -to nw

as an ti'sesinteni. a front or a racket-

one id the Fill's principal fears ha been

thai legitimate businesses will K- "tnfiiirat

ed ' aiul turned into crime centers In tact,

when the mob Joes mote in, Us agrr.ps

often find button down exri t.lisrs eager to

do business A ~lassie ctample is the tase

of Trnie Palij~rt and the bankers

As huCTnrss agent f*r a mi-P iink ed

Tramstery l.val tn New Jersey. IV-men

Sfyyswt| k 'sbt spy * J
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ii.tniu- ilnwn Ihen i-.wli Y[*\'ii4l illlLc
i fi in Cfi ilit™* cnii. niti jic >|'cx.ill**illi
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X it g.lill.ril I hrv wtiflihinc tiie

IVNtIItII Cs nl lav»ycis, tiie I 111.
- L~ 1 diluii.ciii.-iit .\ 2L dtien,
o1t [IIMH 111 Aluilinl,  HHI4ALLIT JHIT
I HIMIH-1. (lie  1J]-[2ur eell-ne 2 1 alHH. J1HI
IIn* Intrlli.il Revenue. llie Customs Jlul
ystnle in i In'i mi trer lni d guVS
iiil manage lit slip between Itier l.iw-cii-
liiil'i'iiil'iit cracks.

Dirty-Movlc Dcutcrs: 11)1 director
Webster

lillli nl

lits commuted niorcr tliaii one-

Ilie Imir.tu's money aiici maii|>owcr
I lie bureau

In lighting oigam/cd liime

ii.ns relies heavily mt underworld in-
tin mauls sueli .is | 'rttli.units *i:ni timlctcitvcr
"sting" upeitiluins inn hy ils own agents
Agents I*ii | Kingston ami llruce I-nuvsky,
hit instance, s|k-iil two years and S4<X),(XX)
l'iisiiig as lllrty-movie dealers | hey trav-

eled Ilie countiy, having a tlrink in | .is

Vegas, buying lilms in Miami, attending
mnvtru-tiiiventioiis in
..nutaers with the mol) "It puts law eit-
tou eiiient lace to lace with the criminal*,”
"I hev are so well

savsoneli'p | Ill agent

iiivilatctl aiul so sopliistiL-ated t’lal thete

is no oilier way lo do it." 1lie Livingston-

Lil.ivshs sting led to the indictment ol 47
alleged membersof*tnational potnography
uelwotk, many with strong links to
mobsters.

Ilhe biggest haul hy far came from an
operation called Unirac, for union rack-
eteering. Started in 1'>7% after a Miami
shipper named Joseph Teitclbauin tired of
p.i'ylilp, otf Imcrnnmni.il Longshoremen's
Association leaders and complained to the
Clips, the daring investigation turned dp
corruption on dock-* from New Orleans to
New England. Hy 1'1SO. 150 government
ageius had infiltrated the waterfront, de-
veloped informants and planted three doz-
en electroute bugs, So far, Umrae has pro-
duced 12S indictments and 110 convictions
.if union and waterfront-company ollictuls.

Among those found guilty of racketeering

I os Angeles, uuhijtg.

Al 1 FUSILA<« |« Nio» t.ii .« mk'.w.]
CHIFA*. MAL «otlkUJ UvJIuW > 1i Is*] » »
jeot M uU.ici.otil Ajidll) tiul % «l1t\ li. ).o»

>iil> ClIUtK tl vis MsClI
Mia
VcFi-n fticM* tie'll t;uil
iv/tifd.iidtin>g lhal

Jhe t'UAII*A vOidt(. .k

«>llcli iviivjiioiul »-tre luiiia) it

»icM ic\ieldc%i h.m

tltr jvltvrty rciith 1 c. in

11/ il mi v. hcJdulec |lieu 4l la;< Va>tte*
licCiicvl lilt ClItif *1 fipvai 't 1
lir.utt luvec gnllcii uff'AC*! U|. wftcii >»»u
diJ 4 Jnut'lr Jiir jt ( hititiiuv »lii
imjliCai\uililoliniDJi) iiidi plinc in ci'uit,
Itic HJHCHt 1 v HACE fellet 11CdVIlY Ul
lcciMiliii{i iic% ii o . SHII(]|> hex juw tl ix clil
lii nil lO nhlam j wan jiil In me (hem

I'llilci a 1'"Ov) Jillctai law ail Kivcslicaitti

ft!Uni llitivuixC a piJ*c in .nixalivC Ih.il a

pattkulai phtinc ui i»h*ni ix K'liii* uscil

ItYi ciuninal puijxixcx. anl) that Ilute s

tin ntlicf wa> In nblailt cviilcucc ihal's

a simple siaiuiani Ui meet when

txK)k.mak(lisl hut

pmxumg

more Jtllieuli m coin-

wastes: Two

industries for the underworld

Ctuaine (aboves and

gran-th

toxic

plicated ecconomic crimes. One compro-
mise has been for agents to wear recording
devices to meetings. This doesn't require
a warrant. Gut if they are caught, they
may lk-Killed.

Seized Assets: Frustrated lawmen know
that putting big-time mobsters in jail will
not break up the underw orld; when a gang's
head is cut oil', it merely grows a new one.
I'o light the entire apparatus. Congress

ttlieir c.”es are now on appeal); Michael* ~juvjz-d m 1470 the Racketeer Inilueiiccd

Clemente and lino I-'mmara. lop nK'.nbers
nt New Vmk'si.iciunese crime family who
lu .f ettectivclv controlled crime tn the port
it New York; siv./zy Anthony Seotto,
ptesidetil of 11.A Locjl IK14 m Hrooklyn,
.md j power m New York politics. who
(iS'k 1ns hritsc*. in posh restaurants, and
tieontc H.irniii*. president ot Miami Local
I»::. who investigators Micve also served

o \i 'Sc ijdir e a t<rjiurf I revml r#fv[\QV ibr
Clvoan aK w.ih fit! »~m lo »UNG« ihe
A\vidingiivn wm tilfl | Astro

M WsWI | K USI AIO V 1Utl

and Corrupt Organizations Act (called
K1CO. an apt echo of (In:diameter m "Lit-
tle Caesar") This law allows prosecutors
to charge gangsters with the crime of run-
ning criminal enterprises and to seize as-
sets illegally used or gamed. Hcforc RICO,
"we had put a lot of people in jail, and
some big people, bat that's all we did,"
says Ed Sharp, FBIl agent m charge of
the Hrooklyn-Quccns field otfice. "Now,
instead of going after individuals, we're
attacking organizations. We've got to take

Awo*IrgHr< o

l'orno”ruphi; ihe mob'vhurd-iore pn<pt\

rrrrrvrvrrrnArm
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*tl.-ltxIl | [Jlc 2 uUludN
iii.la tHil tic .ii miltng |I,i
I |H=ll. 1ici Uoqpra unzicu
Ie.mill> Vil fi£ n 4iil.il *1 rc
v.il'i ni-It priMitial 4ii«l iit.-it
¢ iniWi uicil loam (**i turn
i'll t | tejiilii'l 11 1"
Nt ii.t% nli.i .inilIn t jjii j
Pdil i life 1 tlilit *4*11 (Uu .t
S.ilh.s haiiwri's irjiliu tmik -lie
w lit iti*Nut l‘iistall. a ’ill WJlI
Ilu ii plr-snliiil nl the llaiik .1
lil.sinillrlil. N J . later loti
Ilvd Iti.it lie vmiiild lint have
ill.i>li- Ilir luuiii li.i.l it mil Nteli
t.il  tin- tlllit>fl ijrprilts Prc-
«1l.1.ilil>. tin- loam \ihill turned
Miut A n nullMg to the Organ-

ized Stiike Force in

Illoumhrid bank

( nun-
New.uk. the
was mii SJK'Z.OOU in loans made
it col-

ilimugh Palme. |l when

lapsed, lie was cmtVkted ul

racketeering and is appealing
lwnnthct New Jersey banks,
the Stair Hank ul ( 'hatliatii and
the Sptmgltcld Slate Hank, also
I'uldrd, tn part hccauseol sum-
lit I'canister deals

Hankers aicn'i iliconly peiv-

ple whs,’ pruve Ih.it business Yer- York\
sehuuls Xi.m| degrees and nut

haius. In ihe ease of |lhe Magic M.ttker

stiK k nianipttlaiiun for example, iltrpicM -

dent ol the New Jersey pen company, the
chiefexecutive ofa I'biladelplua brokerage
house, and a stivk

Dclplu Capital Corp.

promoter named Jack Silberger conspired
to artilietally

viddy

pump tip (lie

Ilioom,

company'’s
stock a longtime associate
of Meyer Husky,

SHHI.fxX)

provided Silberger with

more than and liclped arrange

a bank loan for Imn, with tins seed money,

Stlbeigcr set up a command post in his

11 vs*\

A\

m & & W N W -
tMIISMSSi m .

(lalann, fill r/i a cafe: Ilir aid mustpne »a»

ganized Crime Strike ,‘orecin Philadelphia
sav that he pocketed a SMI.UX) prohl. Scores
of innocent investors lost perhaps as much
as SJO million.

The mob also loves lo operate, or at least
get a piece of, a "bus;-out,”

which is a

shone to defraud creditors In the catlv

"i X, Kenneth Weiner and some associates
opened discount stores along the South
sitorc of Massachusetts that sold every-

thing from clothing to calculators. The

owners slocked the stores with .nerehandi.se

.1.1 St. I. L«
t,.ft-l.-Ja..0 itut I.

w -| h.IN.thii- Xv,.
nntiss l.e p.lli) 1Lt
JVI .sill .1 tin gti

ICOIl i 1.iSMlIg tilll
r-etwnn ll.iiie ictailei an.l
uii.tistcl paitnet 1hfn If.i l
lor his hilr. XXemer I..hi ho 1to-
i> lo the 1 1l 1 ouikcii people

wereioiiv ntnJ ol pailK ipati.ig
m the %am

W atte: Some aiul vsis see ot m
ernne

gam/ed as a group o’

entrepreneurs taking advan-

tage ol opportunities as they

rinse Nowhere docs that scent
more evident than m the toxic-
waste m lustry | or decades,
the mob has controlled private

gai huge hauling m tnanv urban

- AL areas And wli.it is elteimcal
waste but fancy trash ’

When William Cartaeino

ran the Chemical Control

Corp of Elizabeth, N J, he held down

costs by occasionally disposing of his lethal
ware-, in a nearby dump Although Chemi-
cal Cuniinl was m bankruptcy, Cartaeino
claims that

Hui

lie refused help from the mob.

one day, Carraemo recently told a

New York crime committee) a ronuied

fieri family member named John Albert

came to Ins office and ordereil lum out

In the parking lot, Albert pushed Car-

raefno against
"1 HLv .
asked, Do

his car, pulled a gun and

] all, .
now or later?

you want it

Miami Heaeh apartment, with _ _ . _ _ Carrncino never went back to
a bank of telephones and a Fhl a’.bmla'SBﬂm- kﬁleJGJfST\b'hll home |II‘H‘Ian\asq,lld( his office, and Albert took ef-
\WAIS lute, and began to Criulc AnclMibs|vil, rmju-rre fective control of the com-
make purchases in Magic pany. l.ast April 60,000 55-
Matkcr through -.lilletem ac- gallon drums, stockpiled in

counts at dillereut brokerages
m a dozen cities.

« Hubble: Silberger quickly
drove llte price from 56.50 to
M | a share, lie used a variety
ot techniques bribing a stock-
fwhangc professional for in-
side iiiloimalion, paying a si
t-i'ims (iib n’.irrs lot each share
thcvANmght for their clients,
and giving SJ'.ttX) to a New
Sork analvst tii write a fa-
vorable article on the cont-
rols XXhen the bubble tin.il-
1) t'lirsi, Inokei vtried to shore
up th>* stive's price by mak-
1-i -p- t purchases, someiinvcs
wuhoiii n.uifving their clients
I, then .i nurse. HUsun bad
eold nut | iw iffs (nr (lie <It-
“1ASWITY HM

AKV V [i*]

Chemical Control's Elizabeth

warehouse, exploded; it took

firemen ten hours to control

the blaze atm only favorable
winds kept the enormous
clouds of toxic smoke from

floating over New York City.

In November a Federal grand
jury indicted Albert and oth-
ers for fraudulently assuring

chemical ¢« firms that they

would dispose of their wastes
The mob also mal.es mon-

ey front cleaner, small-time

crime At the moment, police

sav. these are the lavnrcd new
schemes:
[ ] phony credit cauls,
-« then running up false bills with

a cooperating merchant who

20— p—
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*>c in»\»e(* .uni iel I'd vit'lhc iuccnlt»< "
1ulli'Munaicly KU 1J h*s promised more
Jan ihe ti»ri-]ii>wtil ho* delivered. It bai
viii a iiiatvcluu> ittil tii obtain iimv le-
min -jiiosfsutoo tjii cutlirail jurors m i'i
..... — but
rltilig Itie avid* has proven ui more dtl-
eulr Fur wntiiiicc, in the ten V-mis uncc
"1t'O.ultl ailiiulit luliulicvitif tenure law
Mtc pavved. unly SoJl.OOO h.u been for-
iliil in iiarMiltiX ease*. " 1llie Juvllcc Dc-
jititicni'k rcuini in attacking the financial
-'initiations of organized crttti*: has been
i-ry nearly uoncxisieul,” saytf Sen. Joseph
IlidcuJr nl Delaware. "Indeed, 1hchcvc
t t>a major reason (iliatj illicit drug iraf-
.i king eontinucs to ilourish m this until*
try." Other parts of the 107(J Mjtulca also
he fallow. Federal prosecutors have seldom
ought civil penalties under RICO or the
*nng piison terms they may avk for under
the eompannm Dangerous Special (JIfend-
fs Ad. “Ultimately this record is u failure
limagination and will,” says Prof. G, Rob*
it lll.ikey of the Notre Dame Law School,
in authority on otgnm/ed crime. " Site law
ts there, hut they haven't used it."
Turning l'uintt The government has,
however, used RICO
eear in two Mgnilic.ttil cases against top
ctallosi. It has contended that Malta
f.tinihe3\ themselves ate "illegal enter*
uses." In one case, a juty convicted
Prank Tleti, head of New York'-; Genovese
crime family, of extortion and Iraui'—and
ol Isnug a Matia boss. In the other m.il,
Doitmuek llrooklier, Louts Tom Oragna,
annul Seim lino, Jack l.oeieeio and Mi-
chael Rizzilcilu .of lllc Los Att'cles gang
weie eonvieteil oil racketeering and con*
~-piracy charges. |lhe government has not
moved to seize assets in either ease—mid
ifit did, it might never liud any.
Well-placed Federal sources say that

in a novel way tins .

feilJ
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AII"s Waster, Jstice"sMargolin Arstret treganostears, then trelrprofits

dnautsFlHHnky, Livingston in Las Veges: Living face toface with thecriiminals

Jllcy.uc P’K'p:uinilL.;uu'tlrerromul of itu-_ jh c lackluster Carter Labor Department—

portion cases. Gr.utd-jury investigations
aimed at mobsters are under way in Chi-
cago, Detroit*, Milwaukee. Kansas City,*
Philadelphia, Miami and .Las Vegas. Sig-
nificant labor-racketeering cases against
iv.lictals of the Laborers’ International
Union m Florida, New. England and II-
linois ate also expected to sutface .soon.
And FH1 .ijtents arc tulz-zing that another
hot undercover Ming is afoot.

Ihe first lug rnoh test for the Reagan
Administration may not come in a court-
room at all, but in negotiations between
the Internal Revenue Service and the leant-
iters ftmiin’s Central States Pension Fund.
| he (<0x40ll fund—with avsets of S2.2 bil-
lion— has-long been known as "the mob's
bunk." providing funds for casinos md
speculative real-rsiate deals. In *J77, after
the IRS threatened U>hit the fund's tax
exemption, the trustees resigned and out-
side managers were hires! for five years.
No on* believes that all the mobsters have
lost iheir influence—-espexv'ily not under

nkwswrrKzJanuary s. dii

w iH H M

mid vvliat happens\viieTifliciiiaiuTgers’ corn
traei expires'in 1982 is unclear. But the
Teamsters union hopes to have |>osijioncd
.itself (o block new restrictions; it was otto
of two major unions to support Reagan.

Handicap: I-awmcn have few illusions
about what their year of success means;
they are in no"danger of jailing all the
.mobsters and having to timl other work.
Some of the new strategics are obviously
promising. Retiring zMtorncy General Cr-
viletti, for example, favors industry-wide
investigations, rather than the piecemeal
headhunting of the past. Hut the gov-
ernment always starts with a handicap,
"For all our talks ubout goals ana strat-
egics, law enforcement in a free society
is primarily reactive." says David Mar-
goli*, chief of Justice's Organized Crime
section. "No matter how cifccttve we arc,
one kind ofcrime or unoiher is not going
to be sttunped out."

Margolti is right; there is no quick fir
fordNy tortofcrime. The governmentcould

H n s n

“

d@make a small dent, perhaps, by legalizing
sucTi™viclimfess'Crimcs‘**ns'r/omogniphy-
or gambling. But there arc obviously limits
beyond which the statutory line cannot lie
nudged. *

It has beer,ne conventional wisdom, in
some circles, to look on the Maliu ns some-
thing of a service industry: loan sharks
serve people (lie banks won't touch; cor-
rupt labor leaders serve "legitimate"
bosses who don't want to negotiate with
an honest union. Certainly there would
lie less business for the mob if there were
fewer people in desperate want or more
who couid control their greed. But the
new Mulia, like the old, is not about to
be stamped out by u few social improve-
ments, or anytlung else short of unforesee-
able changes m the human animal. At this
point, the criminals Americans love io fear
have become the criminals they often do
business with, the mobsters who won't dis-
appear when the lights go up.

ARIC PRIAwilh IU-AINF. SHANNON, RON
L»UKLCX)UK uul buirau rrjxxit
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J. Ray McDermott <t Ca, a major
builder of oilplatform s. paid $508,613
in bribes to the vice chairman of
Tenneco Oil Co. to undertake lucrae
ure construction project: in the Gulfof
Mexico. But the cost ofdoing business
jumped unexpectedly last year after
the Jirm pleaded guilty, on seven
criminal counts. A Federal judge in
New Orleans not only fined MeDennott
SIOS.OCO, but conjiscated its $897,000 in
illegal profitsfrom the Tenneco deals.

W
i>
(/j

While serving as mayor o f Lansing, Il
for sixteen years. Jack O. McNary shook
down rcal-estate developers and invested his
booty in two private businesses. Convicted
last year of extortion. McNary was sen-

A new spoils system: The

pit as underworld hit men. While Justice
officials concede the law must be applied
cautiously, they sec no need tc sheath their
weapon. “This is a valuable tool," says
Altorney General-designate Benjamin Ci-
vileiii. “Wc will not shy away from using it
to pursue corrupt enterprises which do not
fit the layman’s view of organized cnmc.'
With about 200 RICO cases already filed,
and the government increasing its use of
the statute, the American Oar Association
lias scheduled a special seminar on how to
deal with RICO at its conven-
tion this week.

RICO is one of the broadest
criminal statutes Congress his
ever passed. The law first enu-
merates 2-i Federal and

could take profitsfrom an oil rig, and possibly a uscd-cor lot

fenced to threeyears in prison. He will also
have to ransom his businesses, which the
government now ejfeclively controls

These cases, shnrc adubiousdistinction. The
Justice Department prosecuted them—and
other button-down crimes—with a law de-
signed specifically to convict Mufia capos.
Known as RICO (Racketeer Influenced
and Corrupt Organizations), the nine-year-
old law allows the government to seize
legirtmnle businesses if they have been used
for illegal schemes or as investments for
dirty money. Says Chicago attorney Sher-
man Magidson, “RICO can icach out and
castrate people.”

The. RICO law frightens many lawyers
and judges. They worry about language so
loosely drawn dial it lets the government
sweep even small-limc white-collar de-
fendants a-.id public olficials into the same

12

state crimes such as murder, extortion or
mail fraud; then it states that anyone found
to have participated in two of them within
a ten-year period has undertaken a pattern
of racketeering. If prosecutors can link
such patterns to.an inicrstatc "enter-
prise"—Iloosely defined as virtually any
personal association or business—the de-
fendants become subject to imprisonment
for up to twenty years, fines of 525,000 per
count and forfeiture. "Taking away busi-
nesses from these guys is like taking away
tools from a burglai," says New Jersay
Fctcral prosecutor George Wilson.

F.ICO is an extremely potent we* pon for
proieculors. In plea bargaining, when most
cases are settled, the potential RICO penal-
ties often lead defendants to make a deal
with the government rather than take their
chances with a jury. In Chicago, for in-
stance, the fcarof forfeiting their busmcssijj

led seven iiuising-hnme owners and three
pharmacists to plead guilty and pay lines of
SI million

The law also gives prosei.murs exiraordi-
nary latitude to luce cnmc back to the
otherwise insulated kingpin. 'The statute
allows a prosecutor (o paint i broader
picture than could be normally seen by a
jury," says Jeremiah T. O'Sullivan,chiefof
the Organized Crime Strike Foret in Bos-
ton. For insLar.ce, John Christopher was
tried in Tampa, Flu., in 1975 lor master-
minding a ring that kidnapped women and
forced them nto prostitution. Normally,
the scope of the evidence would have been
limited to the specific kidnapping; at the
RICO trial, however, the judge permitted

a2

50 witnesses to describe Christopher's
criininul behavior ov..: thirteen years.

The government has used RICO iitcevcr-
ai important prosecutions ’gainit reputed
mobsters. In CliicuRO, two alleged organ-
ized-crime hit men were sent to prison (or
30 years after RICO convL.ions. And in
Boston, nfter convicting four extortionists,
the governslie it seized the contents of five
massage r» lors—including 5 gallons of
massage lotion and a Christmas tree.

vtcrour: Much of the controversy about
RICO has focused on white-collar and
government corruption cases. Federal offi-
cials won an important victory lust momh
when the U.S. appeals court in New York
upheld a guilty verdict in a complicated
RICO hospital-fraud prosecution. Pros-
ecutors established that Karl R. Huber, a
Phi Beta Kappa Princeton graduate and
Harvard law-school-trained attorney, had
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'it-Ipcd rescue his father's tailing business
injure tiy tiverchargmtt hospital™ lor equip-
niMit Convicted last year on JO cnminal
mints, Huber how faces four years in jail
'Itd a tine of S108,000 He does have one
hiiicc: he can pay a line of an additional

100,000 or forfeit his corporate holding
oinpany to the government.

RICO charges against public officials
lave a particularly odd twist- the "enter-
rise" usu™lvjnvolvcd is Lhegovemmecnt. A
.iry'O0iivTCftQTiv'c Macon, Ga., police dc-
-ecttves who took money and "carnal”
.ribes to overlook prostitution and other
'legal activities. The criminal enterprise
=nilwhich they wereconnccted wasthe vice
piad. Florida stale judge Samuel Smith
vas tried for selling acquittals; his judicial
iistrict was named as the enterprise.
fOKFHii: Some judges arc uncomfortable
«itii this creative use of RICO. In May,
;.S.Judge Ross Sterling in Texas dismissed
. Federal indictment offive Texans accused

an oil swindle. "RICO was designed to
cep racketeers out ofbusiness, not to make
icketecrs out of businessmen,"” Sterling
ud. l.ast week, Atlanta Federal Judge
‘arold Murphy dismissed pan ofa RICO
.aiietment against porn king Michael Tile-
's. Itwould have forced Thcvis to forfeit SI

illion in cash.and jewelry and his S4
ullion inansioti if convicted. The law docs
>t extend to what n criminal might have
night with illicit profits, Murphy ruled.

MICO appears Hawed ir. several ways,
ne isils broad language, which allows the
avcrnment to collect a batch of minor
onesand call it general racketeering, “We
*\a joke that if you have ajob and send

o letters, the government is going to

iitiscntc your property,” says prominent

islungton defense lawyer William Ilund-

v. The forfeiture provision—not often
ed—also causes trouble. The statute does
H state precisely what happens when
c.tits from racketeering are mixed with

ntimate funds to operate a business.

U ftaims: Nor is it clear how closely tico
mnperty need be to the criminal enterprise

fore it can be confiscated. In Miami, two

eged chieftains of the "Black Tuna"
mng—accused of smuggling 500 tons of
irijjuana into the U.S.—arc arguing that

-government lias no right to seize u used*

r business, three houses or a houseboat

led in the indictment.

Whatever its weaknesses, RICO gives

: government nn etfcctive threat against

ptusticated .rime. Justice officials, who

ot approve RICO prosecutions, insist
sy study every case carefully before pro-
sling. Hut they find white-collar eruni-
is especially elusive. "The psychology-of

-sc business tyoes is that they're not going

el caught, nad if they are, they'll find a

v around it," says New York lawyer

irey Ullman. At the least, for white-

Lir criminalsyis well as gangsters, RICO

mecars to be cvH”ing up the odd.s;
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"?irst ofall," intones the speaker, "let
me say that the United States is not a
failure. 1recognize that it's foolhardy
to unilaterally disarm, but ..." So
beginsan upbeat, Ict’s-look-ai-the-rcc-
ord forcign-policy speech that cou'l
well be the uiekolTof the 195,0 prima-
ries. The speaker, however, is not
Jimmy Carter, Ted Kennedy or even
Howard Baker, but a fresh political voice
from the Midwest. The name? IBM-370.
The slick-tongncd computer-orator is
the brainchild of two communications pro-
fessors who believe that getting elected to
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Cragan and computer: ‘Myfellow Americans.

three "dr.inn.tic" views of the world, then
play to the must widespread of the views.
Set in a foreign-'Rilicy context, these three
attitudes translated into cold-wur, neo-iso*
lationist and powcr-polities mind-sets. On
the Panama Canal, for instance, the cold-
war view held that the U.S. ought not to
surrender the Canal Zone, life neo-isola-
tionist view dictated that the U.S. get out of
Panama and the power-politics view sup-
ported the negotiation of a new treaty to
protect U.S. interests in the zone.

The professors picked twenty such issues
to be covered by the speech. They culled
newspapers and magazines for
months, jotting down quotes that
reflected all three positions on all
twenty issues, then transferred the
quot.s onto 60 index cards. Final-
ly, they went to— where else?—
Peoria, Ill., to see how the opin-
ions played. Sixty Pcorians were
asked to sort the cards in order of
preference, front those most re-
flective of their views to those
least reflective. Then the subjects
rearranged the cards to show i\ w
important each issue was to them.

ts”i-istl: Cragan and Shields fed
the results into the computer and
instructed it to write a speech
based on the most prevalent opin-
ions, complete with adverbs and
adjectives. They pushed u button
and out came the hypothetical
candidate's carefully considered
opinion on how best to handle
U.S. foreign policy—for Pcorians.
"The point,” says Cragan, "is that
youc ttakeany idiot, parade him
i arouiiu the country for twelve
months, and get him elected."

But the ultimate purpose be-
hind this slightly 1934-isJi project,
say the two professors, is to force
” politicians out of the business of

public office is becoming more a matter of | manipulating symbols and back into the

manipulating campaign symbols than deal-
ing with substance. To prove their thesis,
they set out to program the IBM-370 to
write the "perfect" forcign-policy speech—
one guaranteed, that is. to appeal to the
most and olfcnd the fewest in any given
audience. "We figured that if we did the
pro|>er markct-type research and pro-
gramed the computer to write a speech
reflecting the findings, the speech would
end up sounding pretty much like the genu-"
inc article churned out by a pack of poll-
watching spcechwritera,” says John Cra-
gan of Illinois State University.

Oram/.". To becin with, Cragan, 35, and
partner Donald Shields, J4, eft he Univtrst-
tyof Missouri-St. Louis, theorized that all a
politician need do to get elected is recognize
that voters generally subscribe to one of

business of governing. To that end. their

IBM-370 is about to churn out perfect
speeches on energy, foreign policy nnd
domestic policy. "When we publish these
speeches in 1980," say9 Cragan, “we hope it
will spark enough controversy for someone
to ask the candidates why their speeches
sound so much like our computer's. Mnyi>c
that will get them to say what they really
think for a change."

S0 far, that message hasn't got through.
Instead of coming clean, six political aspir-
ants, including a candidate in u gubernato-
rial primary' and a mayoral contender, have
already called on Cragan and Shields for a
little help from their computer. All were
turned down—r&d lost their races.

OIANP K SHAIL1*ilh )
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Flocks of holiday travelers won't bo enough to got the maior airlines on an uptrend

AVIATION 7

A fclsak new year for airline provfts

A 2-rt. snowfall grounded plain's in Den-
vvr nu Chris!lmas Kve. but elsewhere
most airlines reported ..Imliday traffic
heavy enough to briny mmSmionient of
cheer to even the gloomi«t;*xccttlives,
"l don't take much solace outjbf that,"
says Randall Malip, senior vice-president
for marketing at t'SAir Inc. "It just
means people who are workinr have a

Dallas will become an especially 'bloody
battleground next s|/ring if I’'SA Inc.
launches a proposed new venture in that
*city with 10 planes leased from failed
Braliiff International Corp. Industry
sources also fear that the death throes
of weak carriers could spark a repeat of
the havoc eaused when Branilf slashed
fares systemwide in its final days,

little more money and arc still doing th i\ Pemianent discounts? With the economy

traditional things. | see no change in the
basic nrtiferlying problems."”

Despit 'oxver fuel hills, lower interest
rates, and a slowing in labor-cost in-
creases. 1982 is likely to he the third
straight year of record losses for the 11
largest airlines, which lost $117 million
on operations in fI)SI. What is more, to-
tal revenues are expected to drop for the
lirst time in the industry's history.
£n Insane probability.’ The outlook for
lllsil is not encouraging. "As empty as
we're flying." says one airline president,
"there's an insane probability of sharply
Increased capacity." Spurred by lower
fuel prices, the increased availability of,
lan ling slots at large airports, and the
major airlines' determination to hold
market share against aggressive smaller
competitors, curriers are eviuieJAtJ to in-
crease (lights by ncarlis'l:jju, t:JW. By
adding more seats to pfanes, 'ihthistrv
capacity, in available seat miles, could lit*
up by 1.7* or more. Northwest Airlines,
Frontier Airlines, United Airlines, and
Delta Air Lines will be showing some of
tin- heftiest increases. ®
, Although Trans World Airlines Inc.
says it is trying to’ exercise "capacity
restraint," the restructuring of its route
system is atldi incity at its St. Louis
huh. Other airlines have been making

similar movis to strengthen. Lheif opera- '

lions, thus increasing the likelihood of
an all-out war as carriers slash fares to
bring connecting trallic to their hubs.
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Verovoring only in tils and starts, at
host, overcapacity is already chronic. All
those empty stats, as well as the rash
squeeze at weaker airlines, have led to
never-ending fare wars. More than Mr;
of tickets were sold at discounts averag-
ing 71 in October, the latest month for
which figures are available. Revenue per
passenger mile was it.TX lower than in
October, 1981. "There'll be this kind of
pricing so long as any carrier feels the
need to look at things on a short-term
basis because of its own 'meituation,” says
Kva Davis Il ilmnn, vice-president at
Donaldson, Lublin & .lenrette Inc.

This year’s trallic growth—1.7"*"in
the lirst 11 months for the major carri-
ers—catne . 'most totally from deeply
discounted prices. Travelers are hemm-
ing so accustomed to rock-bottom lares,
says Julius Maldutis, a vice-president at
Salomon Bros., that "we could liiul the
industry establishing itself in a perma-
nent discount structure.”

Managements rling to the hope that
prices will rise when demand revives,
lint even the staunchest believers are

Wavering. Says Morton Khrlich. senior.

vice-president for planning at h'asteru
Air Lines Inc.: "There's something very
compelling about very large red bracket-
ed numbers quarter alter quarter. |
hope | (uni out’lo lie rigid in terms of a
little bit of sanity coming bark into the
business. Unfortunately, logic isn't what
brought is to this state." ]

*T. >ok. & N

INVESTMENTS

Can a racketeering law
be applied to brokers?

Six investors in t’alitorma, Nevada, and
Virginia bought large amounts of Lent/.
Furniture Corp. stork on margin in I'JNI.
allegedly on the*'remmineiid;itioti of a
Smith Barney, Harris Upham A Co. :V-
count executive who claimed he knew
the furniture warehouse chain was a
takeover target, But no takeover oc-
curred, Levitz stork dropped precipitous-
ly, and the investors lost $2.1J million.
Now the investors are about to file a
joint complaint in Manhattan federal
court against Smith Barney. Their stock-
holder suit will probably lie the largest,
yet to attempt to wield a relatively old
legal weapon—the Racketeering Influ-
enced ~ Corrupt Organizations Act of
1970 (lilt tii—in a new way. Under Itli'u’s
treble-damages allowance, the investor
group will seek amounts totaling $<-VS
million,

"Investing is not liko playing black-

jack," says Arthur M. Schvvartzstcin, a
Washington lawyer representing lo'tr of
tin* six plaintill's, "if von feel you've
been wronged, you don't have to swal-
low it. There may he avenues of re-
course." including itiro.
Aimed at crime; Courts and lawyers re-
main divided over HU'ii, which outlaws
the use of income received from a "pat-
tern of racketeering" and was aimed at
eradicating organized crime. But. says
I’eter 11. Morrison, former chief of the
f'HUil msection of the U.S. attorney's of-
fice in Manhattan, the law's "reach ex-
tends considerably beyond that." Thus,
while violations of securities laws arc
not usually viewed as racketeering, Con-
gress (lolircd the term td' include "any
collVn.se involving... fraud in the sale of
securities." And a pattern is defined as
two violations of a number of laws, in-
cluding securities laws, over 10 years.

To date, no court has upheld a claim
against a broker under Itlt ti. Future use
of the racketeering statute may depend
on the Smith Barney ease, which is likely
to wend its way to the Supreme Court.
Smith Barney refused to comment until
a complaint is liled.

Srhvvarlzstei:' aid other lawyers who
believe ItIt'O ap u*s in securities fraud
won* heawned y u recent federal court
ruling. H dismissed a claim hv Shear-
son/Atnoiic:m Fxpress that Congress
never intruded the law to overlap with
the antifraiid provisions of the federal
securities acts. Says Schwartzsloln:
"Ittco gives David a little negotiating
power with tlohath." [



Life in Hiding.
Frank Cahnranucamc hoove from the Koiran
N it to IInU lita brother a heroin addict and
vowed tu gel tevcnge from the mobster* "ho
d«p#-lly_Ih£~rd«d-70* he ua* j suc-
cessful healing and air-eonilittomng contractor
in New York; v>herdltotxle-jireTLS common us
liamtnct* m the construction trade. Cilttt’ano volunteered to
feed inhumation tu local authorities, Fvencualiy, he penetrated
the Midla'i highest circle* and became pals with the late gang-
land chief Carlo (Jambtno. In 1978 Calimano told Ins <dory
to a Federal grand jury investigating labor racketeering. Then,
to protect him and Ills family, the government placed the
ei'aJimatios in ilv Witness Security Program and sent them

otr to Uouvton with fresh identities.

Almost immediately, Cahmano ran into trouble. Because
he had no credit record, C.jltmano had difficulty starting
a new business. Old fnendx rccog-
nizcu him on the street. And Federal
prcsccuvirs back in New York did
not oiler .tny further help. Culimana
fell intd ,t‘deprcsSlcm;'lavt June he
was found hanged in n hospital
room, an apparent suicide. Says his
widow, Vivian: "l don’t want any-
one to go into tins program the wny
it is now. You can get belt pro-
tection from the Matin."

Ltorn-Again Liven Calimano was 1 *em/. "HS.rivj
n victim of what hud seemed a good A a ' eed .-tifi
idea. The government believed that ’ Lrij C Attt

~Nt owed something to witnesses who j

provided information about organ*.
ized crime but feared retaliation tfom . L
mobsters. It started its assistance in
1970 with “sufc houses." When they v ~ ;
proved inadequate, Federal authori- -
tiesagreed in 1975 to do much more:

IV n
they would move informants and ,*r

their families to different communi- ' . ; ‘{7 . - <}">.

ties tmd help them begin completely CrVEktun vy

new lives. But the execution of the
plan lets always been flawed. At U.S.
Semite hearings this month, a siring

—df—protected witnesses,-hidden.be*
bind a screen and guarded by Federal Cmitaluptcfrith a Jrienti: A new startfor his kids

4

marshals, confirmed that their born-
again lives have been filled with poorly delivered promises,
erratic assistipicc and, sometimes, tragedy. -

Tlie program is unusual enough that other government agen-
cies seem unable to cope with it. One thing a protected witness
llecus at once is a new social-secunty card so that he can
get a job, but the Social Security Administration has been
painfully ."low in is'umg new numbers or transferring eld ac-
counts. Fourteen states refuse to provide new birth certificates;
some state officials contend that if a witness committed a
fraud otter they hod given him the new identification, they
mt/hl be held liable.

ibe U.S. marshals assigned to help the witnesses are often
not properly trained for the job and their cifcrt* can be sauly
rtvmic. One marshal hooked a witness on an airplane under
the mime *T. Kennedyl and another ;;av<rxwm»es»-d)c alias
‘John Philip Sousa "—ploys guaranteed to attract unwanted
and possibly deadly attention. MarxluU nave Riven away the
new locations ot the?r charges during casual courtroom con-
vertaiioas or tn idle barroom chatter. In me Catch-22 incident,

live nvaivlia) sctvue refused to *»»c * w.oms* >t he»
awn agreement with the go*eminent t<c*au*c u ilhlimlM fit*
old 10Jlir, another malviioJ 1dJ a ortrtliuitan uratmg the
man's dog that the animal was t>oii ol the i cdeta) witness-

protection program

Moat of itic uifonnanti'ui tlie proynun u« mrt umocciii
oyixanden They tend to be either lurmci ‘ks«0* who tell
out of favor with their gang* or convicted felon* who decided
to ttade tr.ionnatuin for better treatment The reward tliat
the authorities otfer is a chance at a t;e*h start, at least
for the mtoninsuu" families "1 did not want my children
to grow up tn that environment, because they would have
become a part of organized crime,"” says he Cantalupo, who
has testified agauut his lortner mob colleagues in Brooklyn.
Hut many of these crooks do not know how to live anywhere
except in the underworld; they have few skills to sell in straight

society.

informants still in prison can pose special problems. Security
in many Federal jails is pool, and protected witnesses suspect

V»

" VdilSsh'rj

N tom fuji

that other inmates often can get ac-

supposedly secret records dis-

truc identities. Fearful

titer prisoner may have

to kill th-m,"they fight

isolation. Several witnesses

the govtrnmcent to prevent

their transfers into the general pris-

on population. These prisoners arc

effectively cut otf from their families

us well: even these visits arc con-

sidered a security risk and arc usu-
nlly limited.

Not iliwyt Tlie worst problems,
however, occur when the govern-
ment tries to help law-abiding citi-
zens such as Calimano who have
agreed to help the police. Only about
5 per cent of the witnesses fall into
this category, but they have the most
to lose, it is not easy for a business
executive or an accountant to erase
Itis history and start from scratch.
Usually, the witness must sacrifice
his catver, his friends and, fora wlii!;
at least, a comfortable standard of
living. Vivian Caliir.ano s problems
continuor-llcf-oldcst son cunnot-cs*
tablish n line of credit, and she has
not received any social-sccurity bene-

fits because her husband's old account has not been transferred

to his new number.

Yet no one wants to eliminate the program. "An cllicieni
and effective Federal witness-security program is a vital tool
in the tight against organized crime,"” says Sen. Sain Nunn,
whose investigating committee conducted the recent hearings.
Some steps have been taken to make the program more efficient.
W itnesses now sign a 21-puge memorandum of understanding
that spciis out wltal they can expect. F.-isccutors must brief
marshals before handing witnesses into their custody. One
hundred and thirty marshals have been trained as "security
specialists,” and the remainder of the marshal corps is receiving
instruction in itow to cope with the witnesses' needs. More
than 150 major companies now participate in a job pool for
protected witnesses. The revamped program seems to be work-
ing for some. Still, says Howard Satir, elief of the marshals’
protection operation: "Wiincsscs should cnly enter when there

is no other alternative."

ARICPRtSS »ith ULAINt- SHANNON in We,hing,on

\
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Present efforts to curt) corruption among union lenders date Pack to the 1950s
and n committee chaired by Sen. Estes Kef.iuver (third from rigtit at rear)

«}» HIPHIALtAtTKKS change. hut it is the
U svnc nlil .story, atul tdisturbimi®v

""" It was recited aif.tm a
few iitiis (ikii. ,\ Labor [*wrt
official told :i Semite committee ;iil
(lie activities of a labor union oft a.,l,
tins one a Meridian

As jiresiiletll of one local, iz:an.un re |
anotlier, |iresnlem of a iltstrjet labor
council ateltrustee of a workers® bene
lit plan. b““loci access to muon Work—
ers® finals anil cmbo/./.bd from six
labor orf im.".atiotis Altliotu*h convict
eil, lie remained n: office pending ap
peals ami siphoned off another >1
million.

(Bti)'re.ss now seems determined to
close off such opportunities The Vehi—
cle i, the I,ahor Management Kacke
teertnif \cl Already passed imanm
mnti-_lv by the Senate, it will he taken
up this fall by Te Hoit. e liihnatioii and
I.almr t"omuc.itee. The MWll3 sponsor,
Sen Sam Nunn (litia), says it is it
Ujlial to “ort. S»iil/agd eriiiir® ac-1 r orrupt
union leaders that Americans will no
Iotipi- toll rate” crimmal mflm-nce and
aclivits inori“anued lahor

In e|feel, tlie hill would amend three
ints the Labor Management
Ie-i"Insiire Act. tbe |.a
111

cxmiiu:
Itiportioi; and
tmr Matiai"r-iiu il Itel.ilioie. Ai tand

Lmplosmerit Ib"tirement Income Seen
rity Act

A (mv provi ion would (irosub -lron
i<r lie el ise- tof union em pn * -0l
mill ililiein . lisan 11e I [I"ilLi lee
emsarple, it ssoid™l IT i |i'l"lis u " <1
a mim liYii.iat.or lor eo.[* = R |
union. io <"tipaifir "ili.-:; -
b.ot,and !"r tutlot M a emmgm

st

fit fund to hire or employ a convicted
criminal

In addition, the htil doubles to lit
years the period during which a crimi-
nal is diMjit.ilified from employment
with such orifiim/.itioiis alter eouvic-
tion or imprisonment

The lull extends the di'.'pialifiration
to all positions \sitlt a union or hein lit
loud hy ehnim.itim; the current exemp
<ton for "clerical' or "custodial"
ployes. Thus unions could tin longer
employ othci'svi'.i' disqualified criutmals
as highly Il'iud "clerks" or "custodians "

To prevent convicted criminals from
rniitimimj: to svork for timons or trust
funds diinnp lengthy appeals, the Ilull
provides that disijualific;iiinn for con
viction hepins on "the date of the nnlp
iii<*nt of the trial court,” rei‘'ardless of
whether the judgment is appealed

The hill would, however, protect the
interests of an ii dividual whose ennvic
turn is overturned His salary would he
plaeed m escrow upon Il . eo]|\ictimi 1
tlie v< mtict is rever .ed, tlie individual I m
pas! the accrued alary, it the verdict is
aplu'ld, the funds are resinred to the
union

em-

[ainlit Il PAMIMINT altllmb's Would 1"
important to the sucre-.* of Mich
lepi Litmu The department'-, role in m
""" ,rune within
mo ais p;el <'prrifir.illv it.
. tanee oi 'time iiistaiici - in initiate
has been rritici.'ed
allli 11d"

io vial-"'
<el
I .n>'
loll Itii‘ieflire

Ile previous

Iliereh the 11l

hut

[ L. i -nriillut 1"t
*o-'vo "o mw-lipalit i, i* is-

BT,

a(su

NATIONS

i 1 , Slmoe |
;-
citle i
ira
aw

| AT I EOFI I WP
LLotobyj mllo il
poLLUIIS dit "1 1
tin Jif'C. « I'Mni nl | fpi.”
il ir ;'"m .a die N-v i
I W (Il 9]

I'l, ti f,-tit an!. ‘lm
I."hv 11111 nil "1 T L] | ot
isle,. 1o M 1a U aa- tie i1l,e0 'l
the jlo*.cl]ii 'ui \! "mm “in mt,." nation
-itiii lo'il I ii \i'latlofi- -f teiOolSi
(eii rb.or iitia tEwolt." 1" 1 om. .-liori
Ini'll'- iililoii louiiTS iij.ciiv,-n ii tn tlo
>enate ciime coie.uutti e i l.oireii I', tie.
late Sim, K ',- Ki fativirtut- nn.i i,
late si'ii loin, I. M, t'h dal. (12 \rk | Lil
er nui'li* a el,iurm .ii the Sen
ate Il'ermaneu! Sul or.mittee on
lie.= tg:itioiis wlan it i-\te,-ed , iiiemal
aelivtis ®wP. [>ai .tors imt'iii o] ! i.ils

it el la, i
dicliili't

wi»

li r. n.atioii.ii

»il,

iiro

sviointititm. in Son  ‘oil ',:ci hs ill
ji*\ (Ikla i. oil" i ! "I rii-pom-nr* o
the loll, tbe la, t (l,at corruption has
existed withtti lahor'® ranks lot' so
ma.Mv years t-due m p:irt "*e tl e eti.u t
m.mt of laws that si'i'iii to i-inuuraije
crime," The tact that a convicted union
official hits been able t" remain m office
until appeals are exhausted i. one ex-
ample.

"ft is time that we ch:iii):o the enursc
of this country"' lahor law . lime that
Ilie laws reflect the hiph standards
Americans expect nl Its,” Sickles says

Il a li tter to Sickle:!, 'he .lu-lice 1V
partllli'llt pul its wclph! Icliind ti e lull
I: wrote

"Kei'ent convictions iiivi Iviil]! lal'or
maiiaifemeiit corruption on the water
front and in other indie tries havi
deinoll' 1rated the coo: millin' need I.r
Stroutr filliTill Icppdalliill to deter [lit-
use o| extortion. bribet'V and p.iMiient
mvolvmp conflict of mleri a .mi -
tin cartn-:- to colh ctive barp.oinni;

Ai'ordimf to Sell Warren It Kiel
man iK N Il i. a former .I'lorin v poiu r
al m Ins tali- I arcenv .ibotai'e U,.|
labor d' rupti”ii bate bcrome e pii vi
lent i.i -i me union areas that 1l e ar«
included part nl the cost n| d,u,p
hit-'ini'ss

l.almr Seirdarv Kavmomt | te*» e
vail let' iissil’ed the Senate lab ra' '

iil'slVps.S «IH tout Ili i
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U OtAl AM'AIftS

A new ploy to fight takeovers

Doting 11 inlr tfalil.g ‘lar% ItvlAtvn
tivl Jan 1 uln) k*b I. Nc* Prk lints
Inf 1'nrl 1 h ahll .iiul e .h|.iiliirn In- >i*o
lulfi fiilfriuii'i] tillin® 1 nullum hliaits of
Miirtli til .i'll .V i‘'n Uliiiiiiniii tlm k In
pettier 'tlli ilm k of tin* | Imago retailer
lli.lt it alfe.vdv llwMcil the audilt-li Ir.ilit
ntinllt tv*t-led Itie II"l1lm group i hold
nip. Inil o illilliiill nh.ifcn, >Imii)l L.i mnl
InLil field tIm k oillit.Hiding

IIn- §illlllitll> * r<a. Lim *ia Jirtt|irl
able It lured I law lino In light the
Ilire.it that Icahn would seek control and
Ini-iHllilv liquidate tin- com pliy to tell otf
ila large real estate holdings

Itut tlie legal claim wan novel. Skad
den, ArjiM. Slate, Meagher & Flout, tlm
New York taw lirni well kit.iwn for lin

The racketeering charge could
deter Investors from
making hostile tender offera

mr|Hir.ite takeover department, charged
teiiiiu mill Ins group on Field's I«li;ilf
with "racketeering," although there has
never Urn any suggestion that [calm or
Ins companies are in any way affiliated
with organized crime, the usual target
of tim racketeering laws.

Cyntcol (iKlgci. The legal claim was hast'd
or. ,ta interpretation of the federal Hack-
eteerinp Inllueiicetl \V t'orrupl Orguuiza
turns Act of I'tTlt titit'@l that has caused
considerahle commenl within corporate
legal cireles in the pakt year Some law-
yers lielieve that ihi'Trfi'kctecrinp
charge, which cutises legitimate htisi-
nesses considerahle emtiarr.issmeiit ami
may work to deter professional investors
from making hostile tender oilers, could
U'come more common in the coming
months.

Ith'ii outlaws the use ef uicone re-
ceived front a "pattern of racketeering"
to iieipure a husyiess, A pmtern of rack-
eteering is dcttiied, in torn, as any two
unhiding the securities
Illyear |>cnod.

Fit mi: a consent decree that Iralui had
just signed with the Securities & Kx-
change I’'oivimts'ioii in connwtioti with
his acquisition of llanimcrmill hiper t'o
shares, as well as other Icahn activities
that had Us-n drawn into question hv
fisler.il and slate agencies, rield insisted
that the allegations, if pr.wed, amounted
to a pattern of racketeering

Although lui ii hits Unm the law for 111
tears, it hits surfaced in cml suits only
dunnp the p>t viutr or so TIlh' reasons
given In -.counties lawyers who refuse
lo Ih- 'pn.te.l hv name, are twofold One

laws, during a

ItriAl AlfAife;

is Uial fisieml ju.lgnv is.|aitwili I|.'.om
ati 11* 1 S Ik-ljul Iniikt 10 Sl wllali
Lhwl lii'wrs a large In-ri'rliUyi- ol 1l.c "a
tkili » takeover ixm are tvounir.p in
cmuuiplv cvmeal atmiit Uto usual iiailiis
nude hv a target compliy h lawyers
n.e fudges view many cases as legally
unjustified aiU-mpLs tiy i-ntrvn* bed llian
ageinehl to light nil an acquLMImn /a.sti
liatile on tiUsllleSs or llliain‘ial grounds

"n.e sccuiid reason is that u. I’l77 the
Supreme tourl threw doutit on tlie right
of a target company to sue fur fraud
under the securities lawi) |ty law. who
ever acquires more than < of a cnuipa-
ny’s stock must suhmil to the she in a
.Schedule KID a statement of his mien
tHinH [h’fense lawyers have
Iradilioiially alleged that the
ttD tiling is faLse or mis-
leading Ik'C;iusc the ucquin'r
did nut disclose his true pur
[Mises. [tut now "the courts
nre divided over whether a
target company has stand
inj: to sue," says Martin Lijr-
toil. a New York takeover
lawyer not cnnnocU'd to the
Field onm', Under Idl'd, how
ever, a tarpet company has
11" explicit ripht to sue.

In his Schedule KID, Icahn

domed that he ami ins proup
hail formed any plans to lig-
uidate Field. Sell oir its as
sets, nierpe it with another
company, or make any other
major chanpe in its cor|sv-
riite structure. The claim
was pri'otod with some
skepticism. Since 11175, Icahn
had purchased large positions in a mini-
her of companies and pained a repula-
tint) of socking contml. merper. and tie
of assets, Often he ultimately sold the
shares hack lo the companies nt a eon-
siderthle prolit.
S»verr, Moction*. On Feb. S, Field sued
Icahn m Manhattan federal court, charp-
iup (hat he had failed to disclose a plan
lo acquire kVi of the stis'k. seize'con-
trol, am) engage m "extraordinary cor-
porate transactions " At the same time,
Field laid the groundwork for its racke
teerinp cliarpe.

Hevond tlie publicity value, a racke-
teering eharpe can Ik* womsnmt bo-
cause of the severe sanctions op.-n to
judges to inijs>se RICO allows treble
d.tmapes, attorneys' fees, and an injunc-
tion that theoretically could prevent an
investor from attempunp future take-
overs for a 'versid as long as til vears

In the Fad., rase. Skadde™i Arjis aiior-

Iri'O HISalb.il] PIIU4t )« tV I'nill S
leitl Ui avut- a ii-c.)«4Hli itsUs,laili

ovK-i wl,.H- K'al.l* ti*o*Vr lui'it'f -li-hkotirt-
i'l 1,0 i-Ulis pivilip I»il al 14ys to
mv-ul ua wtit* kluptt U .vmntet

I aiilis wil,**jtS'l> 1M1 Icalitl l'ullvl lit*
ali'flivt.* Ja.dpr t*ui liftxd I/i* fv-stlam
up nritil iii*| Icatui i-mUuuevl lo liuy
ulUlnatrlv otsjuiruip m.l«e kt* o( fvlit
viarit It).1ll liiret- HtTth In.Wrver
Fii kI arraopvsl thmupti iniklmao Sa*-lis
A (* a iherpt-r with Tulls inc h( cfl)
[H-r share 1t Is i-gmltsl to be ismgqileltst
this sutitin-r

VWuCrvoWjaty laltgallon betwivn Icahn
and Field was* drnp)Ksi on Mar ‘ftt |k*
fore Judpe Iwval isiul.l rule oil the rack
eUvrtnp charpes Had the suit ivnUn
ued, however. Field’s lawyers would
likely have pressed for iliK'umenls from
Icahll that niiplit have pnnisl liteir ruck
eteennp elainis. Under KIt'ti, it is untiis'-

essurv |*i show a ismviction. only that

Lawyer* may paint Invettors at racket**r*

the alleged violations of law actually
curred. Most of wfiat iwas discovet .-d
during the two i/mnUis (U litigation w:ls
sealed by agreeincnt of the pities, who
will not comment publicly on the case.

Some corjKirate lawyers privately con-
demn die use of RICO in Ukwiver suiU*
s "sewer tactics," "just a diversionary
tactic,” and "silly." Hut many agree dial
the fear of N'ing lulveleil a ntcketeer
could inlluenct future takeover strate-
gy. And, says one, "those esjK*cially vul-
nerable an* pnifessKinal investors, like
Icahn, with a track record."

Whether RICO charges will catch on
remains to Ih; seen, but a few attorneys
think that their use in the Field ruse
was an imprtant pychologiral tununp
|kjiiiL Says one well-regsnhil takeover
lawyer. “1 don't think the rackettvnng
charge ts of any moment, hut don I
quote me Us-ause | may have tu use 1l in
a case InnHirmw " [
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