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A P P E N D I X :  M ajor     transnational            
criminal         tren    d s

The worldwide black economy is very fluid and 
difficult to gauge accurately; virtually all global 
criminal organizations shift from one illegal mar-
ket to another as necessary to maximize profits 
and avoid law enforcement. Figure 8 estimates the 
magnitude of some of the most significant traffick-
ing flows in 2008.

Drug Trafficking
The illegal drug trade is the largest single con-
tributor to the global black economy, with profit 
estimates ranging between 100 billion and 500 
billion dollars annually.194 In comparison, the next 
most profit-intensive illicit industries draw figures 
an order of magnitude lower. For example, returns 
from human trafficking and arms trafficking are 
estimated at 32 billion and 10 billion dollars annu-
ally.195 Trafficking in wildlife hovers somewhere 
between 5 and 20 billion dollars.196 The drug trade 
is the primary generator of linkages among crimi-
nal groups, very often on a global scale. Almost 
all countries in the world today are producers, 
consumers or transit countries for the main drugs: 
marijuana, cocaine, heroin, methamphetamines, 
and MDMA (ecstasy). Not only is the drug trade 
uniquely lucrative, but production and distribution 
may support an entire economic infrastructure in 
which individuals can participate in many ways: 
through production (labor-intensive crops in the 
case of marijuana and opium), distribution, taxing, 
security, transportation, etc. 

The dynamics of the drug trade have trans-
formed supply and demand in regions across the 
world. Countries that at one time were only “pass 
through” avenues have become production centers 
and consumers. For example, Brazil today is the 
second-largest consumer of cocaine in the world, 
after the United States.197 Europe is supplanting the 
United States as a more lucrative market for South 
American cocaine, and the Sahel in West Africa is 

now a main crossroads for drug trafficking due to 
the virtual absence of law enforcement there. The 
rapidly growing European demand for cocaine has 
transformed West and North Africa into major 
transshipment areas that terrorist organizations 
like al Qaeda in the Islamic Maghreb, Hezbollah 
and Hamas are now exploiting along with local 
organized crime syndicates.

From a regional perspective, the drugs of most 
concern remain marijuana, cocaine and heroin 
from Mexico and the Andean Ridge to the U.S. 
market. Despite decades of eradication and inter-
diction efforts as part of the U.S. “war on drugs” 
and Colombia’s so far successful campaigns against 
narco-terrorist drug gangs and guerrillas, and 
although the domestic price of cocaine has spiked 
in recent years, the supply to American markets 
remains basically unchanged because of other for-
eign inflows and rising production.198 

Human Smuggling and Trafficking
Human smuggling and trafficking networks 
range from family groupings to global ones. 
Human smuggling organizations cater primarily 
to migrants and refugees who travel for economic 
reasons, to escape prosecution or to reunite with 
family members. Human trafficking organizations, 
on the other hand, generate profit from the exploi-
tation of smuggled victims, primarily through 
forced labor or prostitution.199 According to U.S. 
officials, most people entering this country illegally 
receive assistance from human smuggling orga-
nizations.200 In the Western Hemisphere, human 
smuggling groups commonly associate with cartels 
or even merge. In fact, one of the unintended 
effects of stronger enforcement of the U.S. bor-
der in the past decade has been displacement of 
independent coyotes (human smugglers) in favor 
of more consolidated organizations with more 
sophisticated networks and capabilities. U.S. offi-
cials have long been concerned that smuggling “rat 
lines” could be used by terrorists to move al Qaeda-
affiliated terrorists or weapons of mass destruction 
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across U.S. borders; reports continue to assert that 
illegal aliens of Middle Eastern origin have entered 
the United States along drug smuggling routes, 
facilitated by the cartels.201

Weapons Trafficking
An enormous quantity of weaponry – licit and 
illicit – is available in the world today. Trafficking 
in weapons is particularly important because it 
becomes an enabler for other kinds of crime: large 
supplies of modern arms allow criminal groups to 
transition from minor gangs into de-facto para-
military organizations able to challenge state police 
and militaries. Availability of illegal weapons is not 
new, but the available quantities are. While large 
supplies of illegal weapons were already leaking 
into black markets during the Cold War,202 the 
global weapons market experienced a huge supply-

side boost when the Soviet flag came down over the 
Kremlin in 1991. The collapse of the Soviet Union 
made available vast stores of arms – both large 
weapons and small – and unleashed the unregu-
lated energies of an entrepreneurial population that 
had matured under a corrupt, pay-whomever-can 
system. These weapons were traded for a variety 
of currencies: cash, food, oil, drugs, human traf-
fic or precious commodities like diamonds.203 A 
large number of these arms turned up in wars and 
insurgencies around the world, and the continu-
ing availability of illicit arms remains a source of 
global instability.204 

Small arms originally started flowing across Latin 
America during the Cold War, in particular in 
response to civil wars in Central America in the 
1980s. Today the arms trade thrives in the Western 

Figure 8: Estimated Value of Illicit Trade in 2008
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Hemisphere, providing weapons to the Mexican car-
tels, the Colombia’s FARC, Central American gangs 
and other paramilitary groups. The trade is directly 
connected to other illicit markets – as summarized 
by a 2008 report by the North American Congress 
on Latin America, “small arms have become both 
the currency and commodity of the drug trade,” 
woven into every stage from drug crop cultivation to 
distribution.205 The Center for Defense Information 
estimates that as a result of uncontrolled prolifera-
tion for several decades, there are now 45 million to 
80 million small arms and light weapons circulating 
throughout the region.206

Cartels and other illegal groups in the Western 
Hemisphere acquire their arms from several 
sources:

Other international criminal organizations •	
– Criminal networks routinely collaborate 
to acquire illicit weapons from other groups. 
Hezbollah, for example, has been known to 
make arms-for-drugs deals with Latin American 
traffickers.

Official state channels •	 – All of the Andean coun-
tries, for example, have at one point or another 
supplied unlawful parties in Colombia with 
small arms.207

Corrupt public sector officials•	  – In Mexico, 
corrupt enforcement officials have transferred 
caches of government weapons to criminal 
groups and have diverted seized weapons that 
never enter official records. Thefts and diversion 
are equally common in Venezuelan arsenals, 
providing weapons to Colombian guerrillas.208

Individuals •	 – Global arms traffickers like Russian 
Victor Bout and Syrian-born Monzar al Kassar 
have for decades supplied arms to virtually 
every terrorist group and cartel able to pay for 
them. (Kassar is now serving a 30-year sentence 
as a result of a DEA investigation, and Bout is 
incarcerated in Thailand awaiting extradition 
and trial in the United States.) Along the U.S.-

Mexican border, smugglers are able to recruit 
U.S. citizens – many of them with clean records 
– who make purchases at U.S. gun shops or gun 
bazaars, sometimes even just a couple weapons 
at a time, and then smuggle them across the 
border to be delivered to the cartels.209 Although 
the commonly cited claim that 90 percent of 
Mexican cartel weapons come from the United 
States is a gross overestimate, the number is 
nonetheless significant, estimated to be around 
20 percent.210 Farther south in the hemisphere, 
local production of weapons that directly feed 
into the illicit trade has been documented in 
Chile, Brazil, Colombia and Honduras.211

To address the flow of illegal arms in the hemi-
sphere, the Organization of American States 
(OAS), national governments and non-governmen-
tal organizations (NGOs) in the region pledged to 
renew their small arms control efforts after the July 
2001 U.N. Conference on the Illicit Trade of Small 
Arms and Light Weapons in all its Aspects. A 2003 
study determined that Central America and the 
MERCOSUR (South American Common Market 
– Argentina, Brazil, Paraguay and Uruguay) have 
developed the two most effective sub-regional 
mechanisms to counter smuggling. There is, how-
ever, little to no evidence of any similar initiatives 
in the Caribbean and Andean region.212 

Disparate national approaches to arms control 
should concern the United States given the trend 
in recent years for various Latin American govern-
ments to acquire arms at increasing rates. Recently, 
for example, Venezuela contracted to acquire 4 
million dollars worth of AK-47 assault rifles from 
Russia and has now signed up to produce AK-103 
variants at home by this year.213 Not just small 
arms like AK-47s end up in the hands of illegal 
armed groups. Heavier weaponry also moves 
through black-market suppliers. These include the 
FARC’s acquisition of surface-to-air missiles from 
corrupt Peruvian security forces to fight against 
U.S.-supplied helicopters.214
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Money Laundering and Illicit Financial 
Transactions
International banking networks are essential 
to terrorists, drug cartels and governments. In 
the obscure world of the black economy, banks 
play a central role in evading international sanc-
tions, washing funds from illegal transactions 
and passing funding to and between criminal 
and terrorist networks. According to the National 
Drug Intelligence Center, Mexican and Colombian 
cartels launder between 18 billion and 39 bil-
lion dollars every year.215 Money laundering has 
evolved from being a simpler activity in the 1970s 
and 1980s to a much more complex and sprawl-
ing system today.216 While in the past banks were 
willing to handle bulk deposits, new regulations, 
particularly reporting requirements, have made 
such practices dangerous for traffickers. As a result, 
cartels now commonly resort to practices like 
“smurfing,” bypassing IRS reporting requirements 
by making multiple deposits in different banks for 
amounts less than 10,000 dollars each. Much of 
this cash ends up feeding into the Black Market 
Peso Exchange (BMPE), made up by brokers who 
sell U.S. dollars for pesos at lower rates than the 
legitimate currency exchange, inviting smug-
gling from the United States to avoid high tariffs. 
It is also routine for cartel members to physically 
transport cash in bulk across the border from the 
United States to Mexico, further complicating 
detection by authorities.217
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Drug Trafficking Organizations (DTOs), popular usage has stayed with 
“cartels” and so does this paper, although “DTO” will appear from time 
to time.
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behavior, and it is certainly an expression of society’s level of economic, 
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