any attempt to be downgraded. A FATF downgrading is
almost the moral equivalent of a credit agency downgrading. Unfortunately, I dealt with a very large number
of Western African countries through which we—when
I was the head of UNODC—spotted a lot of narcotics
coming from Colombia, Venezuela, Brazil, on its way
to Europe. What we have also seen, and this is not surprising, in many of these Western African countries, is
the rapid growth of a banking sector which is not justified by the size of these economies, by the complexity
of the real economy there.
EIR: To come back to the United States and European side of the question, you wrote a paper on your
website entitled “The Economics of Crime,” and there
you spoke of “an army of white-collar criminals—lawyers, accountants, realtors, and bankers—who cover up
for the [drug traffickers] and launder their proceeds.”
So you’re saying that the structure is also in the banks
and the organizations in the Western countries. Are
governments and government agencies prepared to
deal with this? What do they need to be effective? Is it
a question of intention, or is it a question of not having
the proper instruments?
Costa: I would say probably both. Between the
proper, well-organized banking system on the one hand,
and the mafia and criminal organizations on the other

Offshore Banking Centers
Are British
While there are dozens of “offshore banking centers” internationally, where lack of reporting requirements facilitate organized crime, the socalled British Crown colonies consistently appear
at the top of the list.
According to the 2010 Global Financial Centres Index, for example, the five leading offshore
financial centers are all in British sovereign territory. They are:
1. Jersey
2. Guernsey
3. Isle of Man
4. Bermuda
5. Cayman Islands
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hand, between these two entities there is an army of
bankers, financial advisors, realtors, notaries, lawyers,
and so forth, that are very much part of the problem.
I have seen very little effort to hit them. Our countries, our societies, our governments, must be able to
break that link between the real criminals, the ones who
go around with guns in their belts, and the bankers. In the
financial institutions there are people who are involved
in laundering not necessarily the money, but the paperwork which is necessary for making blood money licit.

A Role for Glass-Steagall
EIR: EIR is well-known for proposing the reorganization of the financial system based on the Glass-Steagall Act of 1933; that is, the separation between commercial banks, ordinary banking functions, and investment
banks, which have all of the operations that have to do
with the financial markets and speculative functions.
Would you support a Glass-Steagall approach, and
if you would, do you think this could have a role as regards transnational crime and the financial proceeds
from that?
Costa: I’m not sure this would have a role in terms
of fighting the penetration of criminal money in the
banking system, although I’m in favor of it, for other
reasons which are more related to trying to avoid the
sort of crisis we just experienced. I’m definitely in favor
of a Glass-Steagall type of legislation, not only for
America, but everywhere in the world. Actually, I
would even go beyond that. I am very much in favor of
some of the European formulations—I guess the French
have been particularly active on that, and the Germans
as well—regarding putting some brakes on financial
transactions, through taxation or other mechanisms; the
so-called “sand in the wheels,” an expression used
when I went to school, to [the University of California
at] Berkeley.
The banking system has a fundamental role in supporting the real economy, but when it becomes an end
in itself, I start having some reservations. There is no
problem making money through purely financial activities, but if they become destabilizing to the system at
large, then I believe that this is a perverse type of development. As a consequence, and to conclude on this, not
only a Glass-Steagall sort of separation between commercial and financial activities, but I strongly support
also cooling the financial transactions in order to render
them part of the stability of the system and not a destabilizing force.
EIR April 27, 2012

