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The President, Congress, the United States Chamber of
Commerce, and all but the naive or uninformed have recognized
the existence and the great dangers of organized crime in this
country. I am particularly concerned about the problem for two

reasons.

First, I am aware of the effects and the influence of
organized crime in other areas of our country. I know that
where crime and vice have been allowed to organize and continue
on an organized basis, legitimate business is crippled, labor
unions do not represent workers, political and law enforcement
corruption runs rampant, our impressionable youth are given new
heroes to emulate, and the burden of the honest taxpayer is
greatly increased. Most of you are familiar with the organized
crime problem disclosed in Newark, New Jersey, which ran all the
way up to the mayor of the city. You may also be familiar with
the recent disclosures by the McClellan Senate Investigating
Committee concerning mass infiltration of Wall Street by organized
crime, or the recent hearings in New York disclosing wide-spread

graft and corruption of the police force.

I do not want this State, or any city in this State, to
be controlled by organized crime. I want to prevent the influx

of this element into North Carolina.
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Secondly, I am concerned about the reports I get that
indicate the existence of some organized crime already operating
in this State. I want to do everything that I can to rid the
State of any organized criminal activity it now has. I want
Organized Crime to know that they are not welcome in this State,

and that our people will not tolerate their existence.

When we talk about organized crime, the first question
that we must always ask is: What is organized crime? If two
people get together and plan to steal a chicken and they carry
out this theft, this in a sense is organized crime. But it is
not the organized crime that we speak of as posing a great threat

to the people of our State.

At the other extreme, we most often think of organized
crime in terms of the Mafia or I:a Cosa Nostra, or the National
Crime Syndicate. This is the group that we have all heard about
and that most of us have read about. Movies, television programs,

and best-selling books, such as The Godfather, constantly use

the crime syndicates as subject matter for a story. Other books
and documentaries are written and produced about the real members
of the crime syndicates. The mass of evidence clearly indicates
that there is such a thing as La Cosa Nostra or the National Crime

Syndicate.




This is a rather loose coalition of the largest and most
powerful criminal gangs in the country. It is also an alliance
composed of powerful Cosa Nostra families and local crime czars.
I think it is easier to understand how this group operates by
thinking of them in terms of a large industry whose most powerful
manufacturers periodically get together to violate the anti-trust
laws, by doing such things as fixing prices, dividing up
territories, and imposing sanctions on members of the group that
don't cooperate. The members or gangs in the National Crime
Syndicate are all primarily in the same business or industry and

that is supplying illegal goods and services.

These gangs or families began to form in this country
during the Prohibition Era. At first the gangs fought among
themselves to gain more power and greater territories. It was
only a matter of time, however, before the gangs stopped the
fighting and decided to cooperate and work with each other for

greater mutual power and profit.

There has been a strong tendency to define organized
crime as only these powerful criminal gangs that make up the
National Crime Syndicate. As a result, many people including some
law enforcement officers, will conclude that if no known members
of the Cosa Nostra or Syndicate are operating in their community,
then they have no organized crime. This I feel is a serious

mistake that causes us to look backward instead of forward.
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The powerful families and gangs of the National Crime
Syndicate did not start out with great power and enormous wealth.
This was gradually acquired over the years. There are many groups
and gangs operating in this country and in this State that are
not members of the National Crime Syndicate, nor are their

individual members called before Senate investigating committees.

Yet they are organized criminals and the activity they
engage in is organized crime. The organization and power of these
groups today is at various levels, but there is every indication
that their organization is becoming more sophisticated and their
power much greater. It is only logical that these smaller groups,
whose members are dedicated to lives of crime, will eventually

try to band together for greater mutual profit and power.

Thus, when we ask the question "What is organized crime?",
we are talking about a group of people banding together is a
continuing criminal conspiracy to gain enormous profits and power
through unlawful activities, usually the supplying of illegal
goods and services. Most of the time organized criminal groups
are self-perpetuating - the successful prosecution of one or two
members will not destroy the operation. As the President's
Commission on Law Enforcement and Administration of Justice said,
"Organized Crime is a society that seeks to operate outside
control of the American people and their government." Through
apathy or corruption, its leadership attempts to gain immunity

from the law and often does.
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It is perhaps easier to understand Organized Crime by
looking at the activities it engages in. Organized crime is
primarily involved in activities labeled consentual or victimless
crimes. These are activities such as gambling, loansharking,
narcotics, illegal liquor traffic, labor racketeering, and the

fencing of stolen property.

It is because the gambler does not report his bookie,
the addict does not report his pusher, the borrower does not report
his loanshark, the buyer of stolen goods does not report his
seller, and the businessman does not report the labor racketeers,
that Organized Crime has been able to operate over long periods
of time in almost total secrecy. There are also plenty of unwilling
victims, but because of fear, they are usually unwilling to step
forward and press charges. Many police officials conclude that
the absence of complaints means the absence of organized crime.

Nothing could be further from the truth.

We know that gambling provides the largest source of funds
for Organized Crime. The most conservative estimate, which was
made by the President's Crime Commission, was that illegal gambling
provides a gross profit to organized crime of twenty billion
dollars a year and a net profit of six billion. Other groups have

estimated the take as two or three times this amount. All of this

money goes untaxed.




The local bookie who will take a large bet is a member
of Organized Crime. He has to be in order to get fast and accurate
odds information, as well as results of sporting events and horse
races. Also the bookie must be able to "lay off his bets". Let
me illustrate. A bookie will have, for instance, five thousand
dollars bet on Carolina and one thousand dollars bet on State in
a Carolina=State basketball game. In order to avoid the possibility
of a big loss, the bookie will bet two thousand dollars on State
with a "lay-off" man. This way the bookie keeps his books
balanced and cannot lose. The lay-off man is a more powerful
member of Organized Crime. Thus, the territory of the local bookie
is usually allocated and protected by higher-ups, and a percentage

of bets placed with the bookie ends up in the treasure chest of

Organized Crime.

Gambling presents a special problem. Ralph Salerno, who
is a consultant to the President's Task Force on Organized Crime
and who is considered a leading authority on the subject, has
pointed out what most of us already realize, and that is that you
cannot eliminate gambling. Organized Crime got its start in this
country during the Prohibition Era when mass numbers of people
chose to ignore the Eighteenth Amendment's prohibition of whiskey.
It was at this time that the criminals learned that great amounts
of money could be made by providing an illegal product. Illegal

gambling is seen today as a direct parallel to the prohibition of

whiskey.




Salerno says that there are only two honest alternatives
to the gambling problem. One is to enforce the gambling laws
strictly and the other is to legalize and control gambling. In
this State we are doing neither. The result of our policy is that
we are not only allowing large amounts of money to be accumulated
by criminals, but also that we are undermining the entire criminal
justice system. We are telling people that we must obey and
respect the law and yet we are really saying that even though we
must have law and order that there are certain laws that you

don't have to obey.

Think of the effect that this double standard must have
on our young people when their parents preach them law and order
and then go out and place a bet on a local football game or play

the slot machines at some local country club.

Think of the effect it must have on the black people of
this State when they are arrested for drinking bootleg whiskey or
loitering in the streets, and on their way to the police station
they drive by large country clubs where gambling and slot machines

have operated for years untouched.

Loansharking is another activity from which Organized
Crime derives a great amount of profit and power. Frequently
when the borrower is unable to pay the interest, he is allowed to
settle by stealing securities, providing information for a burglary

or hijacking, or becoming involved in business with racketeers.




Many authorities feel that labor unions are Organized
Crime's prime target in .the future. One major attraction is the
billions of dollars in union pension and welfare funds that
organized criminals seek to use for their own purposes. Also
control of labor unions provides the Syndicate with a powerful
club to coerce employers into paying union protection or doing
business with mob controlled companies. Dishonest employers will
seek and accept "sweetheart contracts", which are agreements with
racketeer union heads, to pay workers less than union wage in

exchange for a fee paid to the union head.

One of the most frightening aspects of Organized Crime
is its infiltration into legitimate business. The President's
Commission reported that "racketeers control nationwide namufacturing

and service industries with known and respected brand names."

One criminal syndicate reportedly owns real estate valued
at three hundred million dollars. Recent disclosures by a Senate
investigating committee show that Organized Crime now controls
large ganks and has infiltrated Wall Street where it steals and
manipulates stocks and bonds. It has also been revealed that
Organized Crime owns hotels, motels, restaurants, garbage collection

companies, and many other businesses.

-When we look at the infiltration of legitimate business
by Organized Crime, we are looking at the logical results of the
accumulation of mass untaxed profits. Legitimate business provides

many things to Organized Crime.



It provides a place for Organized Crime to invest its
illegal money in order to turn dirty money into clean money. Thus,
money from a narcotics operation may be invested in a legitimate
business. Legitimate business provides a source of income within
itself, because the business might be very profitable. It
provides a source of reportable income for income tax purposes.

It provides a cover for illegal operations, and it also provides
a certain respectability and social standing from which organized

criminals can infiltrate and corrupt public officials.

Organized Crime often uses its money to purchase the
critical weapon of political power and generally, where Organized
Crime flourishes, so does public corruption. Through pay-offs
to legislators, mayors, police, and other officials, the organized
underworld is sometimes able to operate under a political umbrella
of official inaction or even encouragement. Many local governments

and even some state governments have been dominated by racketeers.

Finally, Organized Crime is also in the business of
serious crime. These are crimes such as extortion, arson for hire,
murder and physical violence, theft and burglary operations,
fencing stolen property, hijacking, and the distribution of
narcotics. These are crimes that American society is angry about

and fearful of today.

Many of you may be asking what effect does Organized Crime

have on you and what effect can it have if allowed to go unchecked.




The success of organized criminals serves as a powerful
magnet to attract people to a life of crime. 1In most poor and
marginal neighborhoods, the most successful people are the big
drug pushers, the numbers operators, the bookies, the gang
members of burglary rings, and the loansharks. These people are

often the everyday heroes and idols of our youth.

Organized Crime thus provides living proof that you don't
have to study hard to go to college and work hard to become a
success. The youth of these neighborhoods see the organized
criminal as well-fed, well-dressed, having big cars and homes,
and seemingly being treated with respect by big shots from downtown.
People know when crime pays and they are seeing crime pay everyday

- and pay well.

Another effect of Organized Crime is the direct relationship
it has with what is generally referred to as street crime. A
drug addict with a relatively mild twenty-dollar-a-day habit, who
supports his habit by stealing, must steal thirty-five thousand
dollars worth of goods a year to support this habit. The elaborate
fencing operations of Organized Crime encourages hijacking and
burglaries, because they enable the thief to market his stolen
goods with a minimum of difficulty and risk. It has been said
that "when you read of housebreaking, shoplifting and industrial
theft, you should realize that Organized Crime provides a major

network for the disposal of goods."
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In many situations youth are often encouraged and trained
to commit street crimes in order to gain entry into organized

syndicates.

Another effect of Organized Crime is the loss to business
and consumers. Legitimate businesses lose by such things as
theft and direct assaults on the business, increased insurance
costs as a result of these thefts, inequitable tax burdens, consumer
anger at having to raise prices to compensate for losses caused
by Organized Crime, loss attributed to racketeer-controlled labor
unions and increasing regulations as a result of Organized Crime
activities. The public tax burden is increased when Organized
Crime drains billions of untaxed dollars from our economy - dollars
that could be used for education, housing, research, and social

services.

It has been said that criminal organizations dealing only
in illicit goods and services are no great threat to the nation.
The real danger of Organized Crime arises because the vast profits
acquired from the sale of illicit goods and services are being
invested in legitimate enterprises, in both the business sphere
and government sphere. It is when criminal syndicates start to

undermine basic economic and political traditions and institutions

that trouble begins.
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The millions of dollars Organized Crime can throw into
the legitimate economic system gives it the power to manipulate
the price of shares on the stockmarket, to raise or lower the
price of retail merchandise, to determine whether entire industries
are union or non-union, and to make it easier or harder for
businessmen to continue in business. The millions of dollars it
is willing to spend on corrupting public officials can give it the
power to steal and murder with impunity, to extort money frém
businessmen, to conduct business without regard to administrative
regulations, to avoid payment of income taxes, and to secure

public works contracts without competitive bidding.

The experts have said that Organized Crime cannot flourish
without political corruption. Various crime commissions and
congressional investigating committees have proved that in areas
where organized crime runs rampant, political corruption runs deep.
The President's Commission concluded that "all available data
indicates that organized crime flourishes only where it has
corrupted local officials." Political corruption takes several
different forms. In some instances the organized criminals have
sponsored long time associates for a political office and, using
their almost limitless treasure chest and their many customers,

have got their man elected.

In most instances, corruption takes the form of a bribe.
The bribe may be an open and direct one but most of the time it

will be indirect and very subtle. A policeman on the beat in need
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of money for a hospital bill or to buy a new car may be approached
and offered a gift or a monthly payment to close his eyes to a
neighborhood gambling operation or a narcotics ring or fencing

operation.

Occasionally a "higher-up" in some government branch or
agency will be approached directly by a member of organized crime.
More often the bribe will be made by an intermediary - a mutual
friend of the organized criminal and the government official.

It may take the form of a gift or political favor. It will often
be disguised as a one-shot proposition. The government official
may or may not realize right away that he is taking a bribe by
organized crime. The criminal will soon make sure he knows what
he has done and before long the official will, in one way or

another, be on the payroll of Organized Crime.

The criminal syndicates might exert their influence less
directly than bribery and cause an honest police officer to be

transferred or a pardon to be secured.

Organized crime also deals indirectly in political corruption
by exerting influence in local elections. Here we are talking
about corrupting the system rather than the individual. Large
political contributions may be made to oppose an especially active
government official. Ugly rumor campaigns may be started and
even instant motorcades replete with signs, slogans, and workers

have been used by Organized Crime in various parts of the country.
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Organized Crime's support for a political candidate is an attempt
to deprive honest citizens of their democratic voice, thus

nullifying the democratic process.

Organized Crime will always use its resources to lobby
against the passage of laws which would damage the organization
or a specific activity engaged in by the organization. It is easy
for organized crime to jump on the bandwagon with those of us
concerned about the right to privacy when laws restricting privacy

are introduced.

Once the syndicates develop effective political influence,
those who are responsible for fighting organized crime soon begin
to believe that to get along you must go along. "Going along”
becomes a-political reality. As the years pass, inaction begets
inaction and becomes a tradition of tolerating the syndicate.
Measures taken are defensive; they guard against the embarrassment
of public scandals. Organized crime no longer needs to bribe
everyone. Invisibly and indirectly its power and influence, and

hence its immunity, have been established throughout the system.

As government begins to regulate more and more activities,
I think we can expect to see the attempt of organized crime to

nullify government increase.

I bring out this relationship between government and
organized crime because I think those of us in government and

those who are students and teachers of governmental processes
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must be fully aware of what can happen if organized crime is
tolerated. I believe this is an area where an ounce of prevention

is worth a pound of cure, and the best prevention is knowledge.

Those of us connected with the criminal justice system
must do many things to control and prevent Organized Crime in
our State. We must increase and expand intelligence efforts. We
must guccessfully arrest and prosecute organized criminals. We
must fight for new legislation and greater appropriations to fight
Organized Crime. And we must educate the public to the dangers
of Organized Crime and inform the public of what Organized Crime

is doing in our State.

Several months ago, at my regquest, Governor Scott signed
an Executive Order creating the North Carolina Organized Crime
Prevention Council. The Council is composed of seven men. I
serve as Chairman and members of the Attorney General's Office
serve as staff. The Council will try to determine the extent and
scope of Organized Crime in North Carolina. We will develop
strategy to control Organized Crime and prevent its future
encroachment in this State. The State Bureau of Investigation
has set up an Organized Crime Intelligence Division and has
assigned agents to work fulltime on Organized Crime. Several of
the largest cities in our State have set up intelligence units

to concentrate primarily on Organized Crime.
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But what can we as working ﬁen, businessmen, or professional
men do to fight this problem? We must seek out and recognize the
signs of Organized Crime in our midst. We should encourage our
business and trade or professional associations to establish
working relationships with law enforcement agencies. We must come
forward and initiate complaints against those involved in Organized
Crime. We must take an active and helpful stand on legislation

and increased appropriations designed to fight Organized Crime.

We must help to educate the public on the real nature of
Organized Crime and its threat to our State and Nation. When we
feel that Organized Crime or organized criminals are operating in
our midst, we must probe deeper by using our trade or business
associations or law enforcement officials. Organized Crime must

be made visable and we are the ones to make it so.

I would like to see the academic community in our State
study the attitudes and laws that breed organized crime and
corruption and determine the political, economic and sociological
effect of these laws and the selective enforcement policies on the
people of North Carolina. We know that organized crime groups
derive their principal power and profits from the victimless crimes
or crimes against morality. How do the people of North Carolina

really feel about gambling, or buying stolen goods, or borrowing

money at usurous rates? Are our people willing to tolerate organized

crime and possible political corruption in order to partake more
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of these things? Should certain of the moral crimes be taken out

of the criminal justice arena or legalized? Should a drug addict
be allowed to get drugs legally to satisfy his habit? What are

the people thinking? We need to know.

The services of my office are available to the public
to help solve the problem of Organized Crime. I hope the people
of North Carolina will not hesitate to provide us with information
and call upon us for advice. We can stop Organized Crime, but to
do so, we must develop a concern and sustain this concern. As
Edmond Burke is reported to have said, "The only thing necessary

for the triumph of evil is for good men to do nothing.™"

* % * % * % % * * % * * *x *x * *
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