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Mr. Ivanov opened his remarks by highlighting the close cooperation between United States and 

Russia on eradicating poppy cultivation in Afghanistan, a pressing problem for Russia and the 

European Union, by implementing joint operations and undertaking specific projects to tackle 

the problem. He then discussed the role played by global financial markets as a means for wide 

circulation of criminal financial flows and what the global economies should do to curb such 

transactions. 

 

According to estimations by Antonio Costa, former deputy secretary General of the United 

Nations, during the global economic crisis in 2008-2009, around $320 million dollars in 

narcotics trade were injected into banks to avert critical shortages of liquidity and were later used 

in interbank loans. The setup of the financial system has been the culprit of these kinds of 

transactions and subsequently suffered from a loss of over $1 trillion due to „toxic‟ assets. The 

role of drug money in the crisis has been confirmed by other agencies as well, giving rise to 

theories about „financial terrorism‟ that has plagued the global markets during the crisis. In 

addition, financial instruments such as options, futures, swaps and other derivatives have been 

tied to „dirty‟ money. According to a report published by the UN office for Drug Control and 

Crime Prevention, it has been demonstrated that dirty money can enter the legal financial flow 

with few impediments and subsequently takes a toll on the economy by adversely affecting 

economic growth.  The report estimates the total flows of dirty money from organized crime to 

be over a trillion dollars, or 1.5 percent of the global GDP, with over 70 percent of this amount 

entering via financial institutions. The drug industry is responsible for at least half of the amount 

attributable to criminal flows.  



 

The web of drug markets is spreading steadily to major US trading partners, such as the 

European Union countries and China, causing damage in the real sectors of global economies. A 

notable incident of the financial market‟s involvement can be related to Wachovia Bank in 2004. 

An investigation carried out by the US Drug Agency found evidence of transactions made by 

Mexican drug cartels via electronic transfers, traveler‟s checks and cash transfers. This was a 

result of the weak regulation of the financial institutions that granted an opportunity for illicit 

activities to flourish. A similar case was reported with Bank of America, finding trails that linked 

the bank‟s activities to 10 tons of cocaine. Other institutions charged with similar activities 

include American Express and HSBC. These activities demonstrate the detrimental impact of 

financial derivatives such as bonds, futures etc. that have contributed to the creation of a 

„financial bubble.”  

 

Turning to the data available on the financial bubble, Mr. Ivanov pointed out that unsecured 

liabilities in the global financial system account for a value that is almost ten times larger than 

secured liabilities and is on an increase, causing a surge in the economic crisis. However, despite 

the financial crisis, banks are succeeding in procuring liquidity and are incurring liabilities, 

giving rise to a paradoxical situation. Mr. Ivanov added that in the scenario of liquidity 

shortages, tolerance, and even encouragement, of criminal activities are being promoted.  

 

Despite the rise of the drug market in the economy, economists and politicians have invested 

little effort in formalizing solutions to battle the growth of drug trafficking. We lack a cohesive 

anti-drug policy that can rise to the challenge of global integration of world economies. Current 

mechanisms are in place only at the local or interregional level, falling short of the efforts needed 

to combat what is a truly global problem.  

 

After an analysis of the global economy, Mr. Ivanov turned to provide an overview of the drug 

industry. He pointed out that there are currently two main sources of drug trafficking: one in 

Latin America that deals with cocaine and one in Afghanistan that deals with heroin.  These 

extremely potent sources or „streams‟ of drug trafficking have a particularly devastating effect on 

the transit states for their products. Often these states are plunged in social and political 

turbulence, engaged in a drug economy that is far more valuable in monetary terms than the 

mainstream economy.  

 

Turning to Central Asian states, Mr. Ivanov noted that the state budgets of Tajikistan and 

Kyrgyzstan, located on the northern transit route of Afghan heroin, are significantly smaller than 

the combined worth of all the Afghan drugs traffic through their territories. The Balkans states 

too have seen a surge in drug trafficking; Kosovo has become an important transit center for 

drugs entering Europe, intercepting cocaine via Africa and heroin via Turkey.  According to UN 

estimates, 50 tons of heroin transit through Kosovo, amounting to €3 billion or twice the 



domestic budget of Kosovo. Similar instances can be observed for drug trafficking through the 

countries of Niger, Guinea Bissau and other African countries. Drug trafficking from Latin 

America via West Africa has turned Europe into one of the largest markets. The drug trade has 

caused major upheavals in the transit states as well; Guinea Bissau, Mauritania, Niger and Cote 

d‟Ivoire have been embroiled in riots. The Arab states have experienced similar unrest due to 

drug trafficking.  

 

It is imperative to understand the dynamics and nature of the global drug streams in order to 

gauge the threat posed by the existing order. The G-8 summit in Deauville served as an 

appropriate platform for discussing the need for a global consideration to the drug problem 

which is a threat to international security. Although this is an encouraging signal, merely 

discussion will not be sufficient in tackling the problem of drug trafficking. Mr. Ivanov proposed 

that the world leaders set up a global anti-drug coalition in collaboration with politicians, 

economists and financial institutions. Drastic reforms in the international financial systems will 

be indispensible in eradicating global drug trafficking and there have been steps taken in this 

regard already. According to Mr. Ivanov, the currents trends suggest that there is a movement 

toward revival of the Glass-Steagall Act, adopted by the US in the 1933 during the Great 

Depression, which separated deposit and investment functions of the banks.  

 

Nevertheless, focusing on the financial bubble will not be sufficient. The focus on eliminating 

the financial bubble should be undertaken in conjunction with elimination of the bioresources 

that fuel it, i.e. coca bushes and poppy cultivation should be targeted effectively. A key step is to 

reformat the current economy and establish a means of developing projects to support the shift in 

the economy. An example of such as approach is the Russian Plan of Liquidation of Afghan 

Drug Production, “Rainbow 2,” presented last year to the Russia-NATO council. The proposal 

includes a clause that supports “elaboration and implementation of the program of Afghan 

economic revival and development via infrastructural development.” Such policies are necessary 

to encourage a shift in the economy.  

 

In his closing remarks, and turning back to Afghanistan, Mr. Ivanov stressed that Afghanistan 

has long-suffered from the drug problem and has become a global center and producer of opiates, 

cannabis and hashish. The eradication of poppy fields in Afghanistan needs to be coupled with 

efforts to provide Afghan farmers with alternative crops for their sustenance, only then will we 

see any positive effect in our fight against the drug industry.     

 

Questions and Answers:  

Addressing the extent of current U.S.-Russian cooperation in tracking drug money, Ivanov 

remarked that the issue currently does not receive enough attention by the two parties, but 

nevertheless pointed to some promising opportunities.  He noted that both countries had 

discussed their independent financial intelligence efforts at a joint meeting on counter-narcotics 



that occurred recently in Chicago, and the Russian delegation in particular had provided 

significant information on connections between the heroin and cocaine distribution networks.  

Ivanov pointed to the Balkans as a specific example of a region where heroin distribution 

networks were easily exploited to bring in Latin American cocaine.  He wrapped up his response 

by stressing the need for greater consolidation of American and Russian activities in this field, 

and expressed hope that Russian investigators would be able to learn from American methods 

and techniques. 

A follow-up question was raised to determine what the United States and Russia could do to help 

secure the notoriously porous border between Afghanistan and Tajikistan.  Mr. Ivanov 

recognized the importance of Tajikistan as an export route for Afghan heroin, but noted that 

there were numerous alternative pathways that make an excessive focus on Tajikistan 

unproductive.  If security was tightened successfully along that border, but efforts were not made 

to monitor transport routes through Uzbekistan, Turkmenistan, Iran, and Pakistan, then the 

effect, in Mr. Ivanov‟s view, would simply be to push the flow through these alternative 

pathways.  Ivanov concluded by stressing once more the need to focus on eliminating production 

and supply in Afghanistan itself.  

Mr. Ivanov was then asked for his thoughts on efforts to reduce consumption rather than supply.  

In particular, he was asked for his perspective on decriminalization of drug use.  Mr. Ivanov 

argued that consumption is largely inevitable, especially as addiction creates a biological 

dependence.  He admitted that he was impressed by American efforts at rehabilitation which 

could be incorporated into Russian counter-narcotics strategies.  Mr. Ivanov was much more 

critical, however, of the idea of decriminalization.  He stressed that any steps towards 

decriminalization would require United Nations members to change their principles regarding 

drug trafficking, as any decriminalization would violate UN strictures.  Mr. Ivanov also 

expressed concern that legalization efforts would spiral out of control, creating “safe havens” for 

drug use, such as the “drug tourism” that, until recently, was sanctioned in the Netherlands.  He 

argued further that drug addiction is “socially infectious,” and must therefore not be allowed to 

spread openly.   

The next question focused on a suggestion made by Mr. Ivanov during his speech to re-instate 

divisions between investment and savings banks, as part of an effort to better control money 

laundering.  Mr. Ivanov was asked how he envisioned these measures being implemented.  In his 

response, Mr. Ivanov was not particularly clear about specific measures that could be 

undertaken, but pointed to some recent successes by the Drug Enforcement Administration in 

seizing drug money from the American financial system.  Mr. Ivanov also clarified that he had 

not meant to defend a restoration of the original Glass-Steagall Act, but was instead arguing for 

new financial regulations that would help differentiate between savings and investments.  As part 

of his response, Mr. Ivanov also made another point about the impact of the drug trade on the 

economic system.  In addition to the “dirty money” that spreads through the system as a result of 

laundering, drug consumers take money out of the real economy and put their personal savings 



into the narcotics trade.  This directly reduces the amount of consumer spending that can 

stimulate economic growth. 

Mr. Ivanov was asked next about the globalization of narcotics financing, and specifically if 

connections between Latin American and Eurasian trafficking networks were facilitating the 

financing of terrorist activities.  Mr. Ivanov argued that drug trafficking would inevitably support 

terrorism, as the lack of regulation of the trade encourages major cartels to resolve disputes 

through force.  Drug trafficking organizations thus quickly become paramilitary units, and, as the 

experience of the FARC in Columbia demonstrates, these groups can become involved in 

broader political disputes.  Ivanov also pointed to the drug wars in Mexico as an example of 

“political murder” that should be considered terrorism.  In regards to the globalization of the 

drug trade, Ivanov reiterated that distribution networks had become linked, and thus emphasized 

the importance of consolidating global counter-narcotics efforts. 

The next question was raised about the impact on drug trade if Russia and the United States 

successfully cracked down on legal financing.  Mr. Ivanov responded by arguing that the 

problems of addiction and narco-crime are inherently linked.  He proposed that attempts to 

reduce drug demand would be ineffective without broad educational efforts, and pointed to major 

historical successes in reducing drug production.  He then suggested that the United States and 

Russia should build on their aerospace cooperation in Afghanistan to create digital maps of drug 

production in the country.  The two parties could use this information to more effectively target 

land owners instead of workers.  Mr. Ivanov noted that he had proposed this idea at the recent 

Chicago meeting, and had received great interest, but no concrete action.   

The final question centered on the role of large multinational banks, as well as Russian banks, in 

facilitating money laundering, as Mr. Ivanov had primarily discussed the findings of Russian 

investigators regarding the use of American banks by major drug cartels.  Mr. Ivanov remarked 

that his agency had been conducting investigations of Russian banks, and had already 

confiscated billions of rubles that were associated with the drug trade.  Mr. Ivanov contended, 

however, that Russia was primarily a location for distribution, and not a base of operations for 

large cartels.  Responding about the possible effects of global climate change on drug 

production, Mr. Ivanov cited a UN report that found recent climactic shifts had substantially 

decreased the size of the heroin crop.  Mr. Ivanov attributed this decline to a particular fungal 

disease that is known to emerge in the Afghan poppy crop approximately once every ten to 

fifteen years.  He argued that production had rebounded this year, and that crop reserves would 

enable traffickers to continue spreading their product for at least a decade even with substantial 

declines in production.   

 

 


