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About the book

The mafia poses a significant threat to society, institutions, and businesses. To gain power, generate profits, and launder illegal money, organized crime infiltrates companies and public institutions, distorts market prices, and undermines the free competition of legitimate firms. Despite these serious negative effects, few studies measure the impact of the mafia and its removal on firm performance. To fill this gap, this book presents the findings of the PRIN PNRR 2022 research project, titled “The Effect of Organized Crime on Firm Technical Efficiency and R&D Investments,” conducted in collaboration by the University of Messina (leader), the University Mediterranea of Reggio Calabria, and the University for Foreigners Dante Alighieri of Reggio Calabria. It also explores related topics, such as evaluating the presence of the mafia, the infiltration of organized crime into the legitimate economy, and the role of planning and management control systems in assessing the prospects for the continuity of criminal enterprises under judicial administration and managing their transition from organized crime control to legality, all while protecting operations and jobs.
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Introduction

The mafia threatens the safety and freedom of citizens and negatively affects public institutions, businesses, the economy, social cohesion, and the well-being of many countries. Its ability to influence public institutions’ decisions, extort money from companies, and infiltrate them to launder illicit funds – using also digital technologies, cryptocurrencies, and secret financial networks (shadow banks) – distorts market dynamics, affects prices, and hinders free competition among businesses. This leads to higher costs and inefficiencies for public institutions and companies. 

Businesses infiltrated by organized crime gain unfair advantages through tax evasion, exploitative labor practices, and intimidation, forcing law-abiding competitors to either exit the market or engage in unethical practices such as profit manipulation and collusion with mafia-infiltrated firms. This negatively affects firms’ competitiveness and performance in terms of profitability and technical efficiency, while also discouraging investment and the start of new ventures. These effects span from the microeconomic to the macroeconomic level, harming the social and economic well-being of entire countries, especially regions where organized crime is deeply rooted and widespread, leaving them hindered and unable to develop to catch up with more advanced nations. These adverse effects impact many countries worldwide due to the growing internationalization of criminal groups’ activities. Mafia is no longer just a regional issue affecting Italy and a few other countries, but it has become a multinational phenomenon.

To address these severe adverse effects, Italy has enacted specific legislative measures, such as the anti-mafia code and anti-money laundering laws. Additionally, agencies have been established, including the National Anti-Mafia Directorate (DNA), the Anti-Mafia Investigation Directorate (DIA), the Financial Intelligence Unit (UIF), and the National Agency for the Administration and Destination of Assets Seized and Confiscated from Organized Crime (ANBSC).

Organized crime is a multidisciplinary topic that involves multiple aspects, resulting in a growing body of literature across various fields, including sociology, anthropology, history, criminology, criminal law, and economics. 

This book reviews the literature on organized crime, especially (but not only) regarding its effect on enterprise performance. It also deals with other relevant topics concerning organized crime, such as mafia infiltration into businesses and its impact on the economy and society. It presents results from ongoing studies conducted within the national relevance research project, PRIN PNRR 2022, titled “The effect of organized crime on firm technical efficiency and R&D investments”. This interdisciplinary research project involves scholars from economics, business economics, management, quantitative sciences, and law across three research units: the University of Messina (the lead research unit), the University Mediterranea of Reggio Calabria, and the University for Foreigners Dante Alighieri of Reggio Calabria. It examines the effects of organized crime on firms’ performance, technical efficiency, and their propensity to innovate and invest in research and development (R&D) in Italy. It employs a comprehensive approach by developing a composite crime indicator that combines various metrics related to organized crime. Specifically, the research unit at the University of Messina estimated this composite indicator using the INVIND dataset from the Bank of Italy, which captures companies’ perception of criminal risk in Italy. This estimation employed the Data Envelopment Analysis (DEA) methodology, along with the Robust Multidirectional Benefit-of-the-Doubt (RMBoD) technique, which combined various crime-related variables derived from the perception data collected during the INVIND survey. 

The research examined the relationship between the perceived presence of organized crime, measured by composite crime indicators, company characteristics, and company performance. Using firm-level data mainly derived from financial statements, the research team is conducting several Stochastic Frontier Analyses (SFA) to evaluate how organized crime impacts firms’ performance, considering that firm-specific characteristics vary, including sector, size, age, propensity to export, legal form, location, ownership (family or non-family), management style, life stage, and growth (high-growth startups), alongside the influence of organized crime. This composite indicator helps assess organized crime’s impact on firms’ technical efficiency and other performance aspects, like operating profitability (ROA – Return on Assets), profitability on sales (ROS – Return on Sales), and investment in R&D. The initial findings from this ongoing project reveal significant broader economic impacts of organized crime, offering valuable insights to develop strategies that strengthen firms’ resilience and support the state’s efforts to prevent and combat the mafia. 

This book is structured as follows.

The first chapter presents a systematic literature review (SLR) and a traditional literature review to identify research gaps related to the impact of organized crime on firm performance, providing a solid analytical foundation for future empirical studies. Although organized crime has a significant influence on business activity, the economy, and society, few studies have evaluated its effect on business performance. To bridge this gap, chapters four, five, and six examine how organized crime affects firm performance, particularly in terms of technical efficiency and profitability. 

The second chapter addresses conceptual issues, including the definition of organized crime and the methodological challenges in measuring its presence and perception, the permeability of territories to mafia infiltration, and the key indicators used for these purposes. It also provides the composite indicator (CI) of mafia presence developed by the team at the University of Messina, the leader of our PRIN PNRR research project. This indicator assesses the mafia at the municipal level. Such a highly detailed geographical assessment is necessary because of the significant variation in mafia activity and presence across regional and even provincial levels. It is essential for developing targeted prevention strategies, law enforcement actions, and strategically deploying specialized anti-mafia police and judicial units. Besides these practical reasons, assessing the organized crime presence at the municipal level also has theoretical importance because it is essential to develop a more detailed and accurate understanding of how this phenomenon impacts communities, institutions, and businesses in each specific context.

Chapter three explores how the mafia infiltrates legitimate businesses and the economy to launder illegal money and generate profits. It describes the traits of companies infiltrated by organized crime and the features of their financial statements. Money laundering is examined in relation to organized crime, although this practice is not exclusive to the mafia. When performed by other entities, it assumes specific characteristics, which, however, are not discussed, as they fall outside the scope of this book. This chapter also describes the anti-money laundering framework of the Bank of Italy’s UIF (Unità di Informazione Finanziaria), which addresses this issue by monitoring suspicious transactions and reporting them to the National Anti-Mafia Directorate (“Direzione Nazionale Antimafia” – DNA) and the Anti-Mafia Investigation Directorate (“Direzione Investigativa Antimafia” – DIA). It also explores how digital advances in crime occur, showing how globalization and technological progress, especially in the ICT industry, have allowed mafia groups to diversify into new activities and expand internationally. These new strategies and activities of organized crime respond to advanced tools for detecting money laundering and illicit financial transactions, as well as to the need to launder large amounts of illegal money, not just to increase profits. Finally, the third chapter examines the social and economic impacts of organized crime. 

Chapter four examines how organized crime creates negative externalities that affect the performance of legitimate businesses. It presents empirical research from Italy, conducted as part of the PRIN PNRR project, including analyses of the Bank of Italy’s INVIND survey and other studies on the civil engineering sector, where mafia infiltration is prominent, as well as high-growth Italian startups known as gazelle firms. These findings demonstrate how organized crime harms profitability and technical efficiency of these firms. 

Chapter five examines the institutional response to mafia infiltration in businesses, focusing on judicial administration (JA) and the management of seized companies. Removing the influence of organized crime through JA undermines the performance and stability of firms. These adverse effects are so severe that, in Italy, over 60% of these companies have been liquidated or failed shortly after beginning this process. In the JA, planning and management control tools are crucial for assessing the likelihood of continuity and overseeing the transition of businesses from mafia control to legality. Various scenarios are outlined to assist court administrators in evaluating the prospects for continuing seized companies. This chapter also emphasizes the essential contribution of strategic planning and management control systems in supporting judicial administrators with these functions. 

Chapter six concludes this book by examining the positive outcomes of anti-mafia enforcement, including improved performance of legitimate businesses after judicial intervention. The chapter discusses how these actions influence the performance of seized firms. It includes two studies: the first compares the impact of judicial administration on family businesses versus non-family businesses, and the second analyzes the effects on the performance of competitors of seized companies, based on observations in the years following the initiation of judicial administration for companies seized due to involvement in organized crime. 

A limitation of this book is the absence of a unique, comprehensive theoretical framework. This is because it aims to analyze different topics within the same research project, while also examining the impact of organized crime on companies’ technical efficiency and performance. 

Acknowledgment: This book was revised using Grammarly Pro software.
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1.
Literature Review: the Effect of Crime and the Mafia on Firm Performance 

1.1. A systematic literature review on the effect of crime on firm performance

Organized crime has a significant impact on society, the economy, and businesses. The scientific literature offers insights into various aspects of this issue from multiple perspectives, including economics, history, sociology, criminology, and law. However, few studies have explored its effect on firm performance. 

This gap in the literature is highlighted by a systematic literature review (SLR), which also provides a robust scientific basis for this book. In this section, we describe the process used to conduct an SLR. 

Kraus et al. state that an SLR “… is a review of an existing body of literature that follows a transparent and reproducible methodology in searching, assessing its quality and synthesizing it, with a high level of objectivity”1.

To conduct an SLR, they recommend following the process described in the stages outlined below2:


	1.Planning the review

	–Identify the need

	–Develop a protocol




	2.Identifying criteria and evaluating studies

	3.Extracting and synthesizing data

	4.Disseminating the review findings






1.1.1. Planning the review: identify the need and develop a research protocol

In planning the review, we have preliminarily identified the need3 to define the state of art of scientific knowledge about this study. Recognizing the need for a deeper knowledge of a specific topic is the initial step in any investigation to understand the current state of the art in that field. This process involves identifying what is known and what remains unknown, uncovering research gaps, and generating insights to guide further investigations and future research directions4.

In the second step, we developed a research protocol5 aligned with our research questions.

To define current scientific knowledge and identify research gaps, we analyzed an SLR6 regarding the relationship between organized crime and entrepreneurship before conducting our review on how organized crime affects business performance. This SLR examined 46 theoretical and empirical studies within the Business Management and Administration (BMA) literature, categorizing the articles into four key themes: 


	1.Organized crime as an enterprise.

	2.The effects of organized crime on enterprises. 

	3.Strategies employed by companies to mitigate the influence of organized crime.

	4.Government interventions.



Since our study examines how organized crime impacts business performance, we analyzed 12 of the 46 articles that best align with our topic, all belonging to the second theme: “the effects of organized crime on enterprises”, which is broader than ours. 

These 12 articles, mainly focused on Italy, examine various themes. However, only a few address the impact of organized crime on business performance7. These studies explore the removal of mafia influence through judicial administration (JA) and analyze outcomes such as job loss and the decline in firm performance from before the seizure to after the JA phase8. They also examine the infiltration of organized crime into the legal economy and businesses for money laundering, a topic relevant to this book9. Other studies examine other issues, including the influence of organized crime on corporate social responsibility10, business ethics11, and social performance12.

This SLR13 highlights that the topic of organized crime in relation to businesses has been analyzed by these 46 articles from a wide range of perspectives, as the journals where the research was published cover a wide range of scientific fields, including management, entrepreneurship, business ethics, and corporate social responsibility. 

Other interesting points from this review are:


	The literature is fragmented. Keywords are numerous, each with a low average frequency. Only six keywords were used more than three times. The most frequent ones were organized crime, CSR, entrepreneurship, mafia, and money laundering.

	The regional focus of the papers aligns with the global reach of criminal organizations: while many studies focus on Italy, others highlight the international spread of organized crime, particularly in Central and South America, the United States, the United Kingdom, Hong Kong, and Ukraine.

	Most scientific contributions rely on the case study method (14 articles), followed by conceptual articles (13) and studies using quantitative methods (10). The remaining articles applied mixed methods (three), other research methods (three), surveys or questionnaires (two), or content analysis (one). The authors of this literature review emphasize the high relevance of case studies, as the cases used to study the effects of organized crime on businesses share similar characteristics and are therefore able to capture and explore the general and contextual factors.



Our study contributes to the limited literature on the impact of organized crime on business performance.

We employed a two-step approach, moving from specific to general. First, we concentrated on detailed analyses of how “organized crime” affects “corporate performance”: the focus of this book. 

Therefore, we have posed the following research question: 


RQ: What is the current state of the literature regarding the relationship between “Organized Crime” and “firms’ performance”?



An SLR must follow rules at each stage, specifically a defined formal protocol14 concerning activities to be conducted at each stage. Our protocol defines the parameters for searching articles in online databases15, as shown below. 

To search within the article’s “title, abstract, and keywords”, we used this search string: “Organized crime” AND “firm” OR “company” OR “business” OR “enterprise” AND “performance”.


( TITLE-ABS-KEY ( organized crime AND firm AND performance ) 
OR TITLE-ABS-KEY (organized crime AND company AND performance ) 
OR TITLE-ABS-KEY ( organized crime AND business AND performance ) 
OR TITLE-ABS-KEY ( organized crime AND enterprise AND performance ) )



Noticing that the initial analysis produced a relatively small number of contributions for a systematic review, we decided to conduct a traditional review in the final paragraph of this chapter. As scholars have argued, the prerequisite for writing an SLR is the availability of sufficient literature on the subject to justify a synthesis16. If the literature is extensive, “a systematic review can help to consolidate the topic by providing a ‘status quo’ of current research”17. If the number of articles is very small, as in our case, the literature review can rarely provide new insights or theories. When the conditions for performing an SLR are lacking, a traditional review may be more appropriate18. 

From a broader perspective, we also conducted a SLR of selected articles using the keywords “crime” and “business performance” for two reasons: 1) it included articles on “organized crime” and “business” performance; 2) it meets the needs of scholars studying the effects of crime on business performance, as well as those related to organized crime. 

Therefore, before presenting the traditional literature review in the final paragraph of this chapter on the specific topic of the relationship between “organized crime” and “firms’ performance”, we carried out an SLR on the broader theme: “crime” and “firms’ performance”, which also includes articles relevant to this book’s focus: “organized crime and firms’ performance”.

To search within the article’s “title, abstract, and keywords”, we used the following second search string: “Crime” AND “firm” OR “company” OR “business” OR “enterprise” AND “performance”.





( TITLE-ABS-KEY ( crime AND firm AND performance ) OR TITLE-ABS 
KEY ( crime AND company AND performance ) OR TITLE-ABS-KEY 
( crime AND business AND performance ) OR TITLE-ABS-KEY 
( crime AND enterprise AND performance ) )



1.1.2. Identifying criteria and evaluating studies

We searched online databases to find studies. For entrepreneurship, Kraus et al.19 recommend focusing on the following databases: ABI Inform/ProQuest, EBSCO/Business Source Premier, JSTOR, Mendeley, ScienceDirect, Scopus, SpringerLink, and Web of Science. We queried two online databases, Scopus and ISI Web of Science, which ensure the high scientific quality of peer-reviewed articles. 

Scopus was considered the primary source for scientific articles, given the verified quality of research it indexes, which includes only peer-reviewed papers20. This digital database is widely used in other literature reviews in the fields of business, management, and entrepreneurship, as well as in the previously analyzed SLR regarding the relationship between organized crime and entrepreneurship.

The scientific papers were selected according to these criteria:


	only articles published in scientific journals21;

	written in English22;

	belonging to the fields of business, economics, management, and econometrics.



We also used JSTOR and Google Scholar to find and download the full texts of articles23. The Google Scholar source was not used for the SLR because it also includes unscientific literature (“grey literature”).




1.1.3. Extracting and synthesizing data

Regarding the relationship between “organized crime” and “business performance,” we queried the two online databases using the first search string (“Organized crime” AND “firm” OR “company” OR “business” OR “enterprise” AND “performance”). 

Based on these criteria, we found 7 papers in Scopus and 9 in ISI Web of Science.

We then extracted and combined search results from the two databases, removed duplicates and irrelevant entries related to our research focus, resulting in 10 papers about this relationship. Replacing “mafia” with “organized crime” does not increase the number of papers (Tab. 1).


Tab. 1 - Number of papers indexed in Scopus and Web of Science on “Organized crime and firm performance”


	Number of papers indexed in Web of Science
	7



	Number of papers indexed in Scopus
	9



	Total number of papers
	16



	Number of duplicated papers removed
	(3)



	
	13



	Number of papers removed because not relevant to the topic
	(3)



	Final corpus of papers selected
	10





Given the small number of papers, as we have already mentioned, it is neither possible nor meaningful to conduct an SLR. However, we have performed a traditional review of this relationship in the concluding section of this chapter. 

Still, we thought it would be helpful to conduct an SLR, expanding the scope to include the relationship between “crime and firm performance” because it helps identify research gaps related to our question about the connection between “organized crime and firm performance,” and gather valuable insights from this broader theme for our more specific topic. 

Keeping the protocol unchanged, we only modified the search string this way: “Crime” AND “firm” OR “company” OR “business” OR “enterprise” AND “performance”. 

The two online databases consulted returned 61 papers in Scopus and 38 in ISI Web of Science, respectively.

After eliminating 11 duplicate papers, we reviewed the remaining ones and removed 12 because they did not align with the topic of crime and firms’ performance (Tab. 2).


Tab. 2 - Number of papers on “Crime and firm performance” indexed in Scopus and Web of Science 


	Number of papers indexed in Web of Science
	38



	Number of papers indexed in Scopus
	61



	Total number of papers
	99



	Number of duplicated papers removed
	(11)



	
	88



	Number of papers removed because not relevant to the topic
	(12)



	Final corpus of papers selected
	76





1.1.4. Disseminating the review findings

In stage 4, we analyze the SLR results related to crime and firm performance. A dual analysis was conducted on the final sample, including both descriptive analysis and clustering. The descriptive analysis aims to highlight the main features of the articles, such as their quantity, trends over time, and distribution across journals. The cluster analysis uncovers interesting relationships based on the topics covered by the papers.

The analysis of results from Scopus and Web of Science (WoS) offers valuable insights into the year, country, and journal. We present the analyses for each database separately below.

The distribution by country of papers on the topic “Crime and firm performance” varies between Scopus (Tab. 3) and WoS (Tab. 4). In Scopus, the countries with the most papers are the USA (25 papers), China (12), and the UK (9), along with Hong Kong and Italy (5). In WoS, the countries with the most papers are the USA (13), Italy (8), and China and the UK (5).





Tab. 3 - Number of papers on “Crime and firm performance” indexed in Scopus, by country


	USA
	25



	China
	12



	UK
	9



	Hong Kong
	5



	Italy
	5



	Australia 
	3



	Canada
	3



	South Korea
	3



	Spain
	3



	Colombia
	2





Source: Our elaboration from Scopus


Tab. 4 - Number of papers on “Crime and firm performance” indexed in Web of Science, by country


	USA
	13



	Italy
	8



	China
	5



	UK
	5



	Canada
	2



	Germany
	2



	South Africa
	2



	Spain
	2



	Ukraine
	2



	Australia 
	1





Source: Our elaboration from Web of Science

The distribution of publications on the topic by year varies between Scopus and WoS (Tab. 5 and Tab. 6). In Scopus, the earliest article was published in 2002, with only a few publications in the following years, never exceeding four per year. A peak occurs in 2022 with 9 papers and in 2023 with 10 papers. In WoS, the first article appeared in 2014, with peak publishing years between 2022 and 2024.







	Tab. 5 - Number of papers on “Crime and firm performance” indexed in Scopus, by year 
	
	Tab. 6 - Number of papers on “Crime and firm performance” indexed in Web of Science, by year 



	
	
	



	Year
	N. of papers
	
	Year
	N. of papers





	2002
	1
	
	2014
	1



	2003
	2
	
	2015
	1



	2004-2007
	0
	
	2016
	0



	2008
	1
	
	2017
	1



	2009
	0
	
	2018
	2



	2010
	3
	
	2019
	0



	2011
	1
	
	2020
	1



	2012
	3
	
	2021
	3



	2013-2014
	 0
	
	2022
	7



	2015
	3
	
	2023
	7



	2016
	3
	
	2024
	6



	2017
	4
	
	2025
	1



	2018
	4
	
	Source: Our elaboration from Web of Science



	2019
	3
	
	
	



	2020
	4
	
	
	



	2021
	4
	
	
	



	2022
	9
	
	
	



	2023
	10
	
	
	



	2024
	4
	
	
	



	2025
	2
	
	
	



	Source: Our elaboration from Scopus 
	
	





The papers published on the relationship between “Crime and firm performance” in the two databases by subject show a broader focus in WoS, with 37% of articles falling under Business Economics. The others are underrepresented, each accounting for less than 5% of the total papers indexed (Fig. 1). In Scopus, the most represented subject area is Business Economics and Management. This area accounts for about one-third of publications, although other fields are also significant. Specifically, the top three subject areas are, respectively: Business, Management and Accounting (33.1%), Decision Sciences (14.2%), Economics, Econometrics, and Finance (13.5%), and Engineering (10.1%) (Fig. 2).





Fig. 1 - Number of papers on “Crime and firm performance” indexed in Web of Science, by subject area 
[image: Questa figura rappresenta istogrammi che classificano per numero e per argomento gli articoli su “Criminalità e performance delle imprese” indicizzati in Web of Science This figure shows histograms that classify articles on “Crime and business performance” indexed in Web of Science, by number and topic.]
Source: Web of Science



Fig. 2 - Percentage of papers on “Crime and firm performance” indexed in Scopus, by subject area 
[image: Questa figura rappresenta un grafico a torta sulla distribuzione percentuale per area tematica degli articoli su “Criminalità e performance delle imprese” indicizzati in Scopus This figure represents a pie chart showing the percentage distribution by subject area of articles on “Crime and business performance”, indexed in Scopus.]
Source: Scopus


Data analysis was conducted using VOSviewer software24. Like other descriptive bibliometric studies25, we examined the co-occurrence of keywords and document citations. Therefore, we performed a cluster analysis to identify the main topics and the connections between them.

We developed co-occurrence analysis by selecting keywords as meaningful descriptions of article content and as criteria for including articles with a minimum of five keyword occurrences for Scopus and the entire Scholar and WOS, and three for WOS. This approach allowed us to identify networks of 12 keywords for both Scopus and WOS, and 8 keywords for the combined list of all selected papers from both datasets. Using this technique, we obtained dual visualizations: network and overlay. Finally, we clustered the results using VOSviewer. The main findings from the SLR are graphically reported (Fig. 3 and Fig. 4).

Analyzing the final graph (Fig. 5), which includes all 76 selected papers from both databases, reveals three distinct clusters of keyword co-occurrences. The keywords crime, corruption, and productivity form the first cluster. In it, represented by red lines, we observe the strongest connection among the keywords across all groups: the link between crime and corruption, with an intensity of 10. The second cluster, marked by green lines, that includes crime, performance assessment, firm performance, and productivity. The strongest connection in this group, with an intensity value of 5, exists between crime and firm performance. Finally, in the third cluster, represented by blue lines, the connections among the keywords crime, fraud detection, and finance reach an intensity of 5.


Fig. 3 - Network map of keyword co-occurrences from papers on “Crime and firm performance” indexed in Web of Science
[image: Questa figura rappresenta la rete di relazioni tra il numero di occorrenze per parole chiave degli articoli su “Criminalità e performance delle imprese” indicizzati in Web of Science This figure represents the network of relationships between the number of occurrences per keyword in articles on “Crime and business performance”, indexed in Web of Science.]





Fig. 4 - Network map of keyword co-occurrences from papers on “Crime and firm performance” indexed in Scopus
[image: Questa figura rappresenta la rete di relazioni tra il numero di co-occorrenze per parole chiave degli articoli su “Criminalità e performance delle imprese” indicizzati in Web of Science This figure represents the network of relationships between the number of co-occurrences for keywords in articles on “Crime and business performance”, indexed in Web of Science.]


Fig. 5 - Network map of keyword co-occurrences from papers on “Crime and firm performance” indexed in Scopus and Web of Science
[image: Questa figura rappresenta la rete di relazioni tra il numero di co-occorrenze per parole chiave degli articoli su “Criminalità e performance delle imprese”, indicizzati in Scopus e Web of Science This figure represents the network of relationships between the number of co-occurrences for keywords in articles on “Crime and business performance”, indexed in Scopus and Web of Science.]




1.2. A traditional literature review on the effect of organized crime on firm performance

Regarding the relationship between “organized crime” and “firm performance”, we identified the following 10 relevant articles selected by querying Scopus and WoS.


Tab. 7 - The papers on “Organized crime and firm performance” indexed in Scopus and Web of Science


	

	1.Bianchi, P. A., Marra, A., Masciandaro, D., & Pecchiari, N. (2022). Organized crime and firms’ financial statements: evidence from criminal investigations in Italy, in The Accounting Review, 97(3): 77-106.







	

	2.Buckley, P. J., Enderwick, P., Hsieh, L., & Shenkar, O. (2024). International business theory and the criminal multinational enterprise, in Journal of World Business, 59(5): 101553.







	

	3.Calamunci, F. M. (2022). What happens in criminal firms after godfather management removal? Judicial administration and firms’ performance, in Small Business Economics, 58(1): 565-591.







	

	4.Calamunci, F., & Drago, F. (2020). The economic impact of organized crime infiltration in the legal economy: Evidence from the judicial administration of organized crime firms, in Italian Economic Journal, 6(2): 275-297.







	

	5.Chircop, J., Fabrizi, M., Malaspina, P., & Parbonetti, A. (2023). Anti-Mafia Police Actions, Criminal Firms, and Peer Firm Tax Avoidance, in Journal of Accounting Research, 61(1): 243-277.







	

	6.Dileo, I., & Di Giorno, S. (2023). The Impact of Extra Liquidity on Firm-Level Employment. An Analysis from an Italian Case Study, in L’industria, 44(4): 677-700. 







	

	7.Forgione, A. F., & Migliardo, C. (2023). Mafia risk perception: Evaluating the effect of organized crime on firm technical efficiency and investment proclivity, in Socio-Economic Planning Sciences: 101619.







	

	8.Forgione, A. F., & Migliardo, C. (2025). The Mafia’s Economic Grip: Firm Efficiency and a Composite Indicator of Organized Crime, in Journal of Regional Science.







	

	9.Ganau, R., & Rodríguez-Pose, A. (2017). Industrial clusters, organized crime, and productivity growth in Italian SMEs, in. Journal of Regional Science, 58(2): 363-385.







	

	10.Mehlum, H., Moene, K., & Torvik, R. (2003). Predator or prey? Parasitic enterprises in economic development, in European Economic Review, 47(2): 275-294.









Due to their scientific relevance, these papers play a relevant role in the framework of the topics examined in this book. 

In Chapter 2, when examining the indicators of mafia presence or perception, we also refer to Forgione and Migliardo’s26 Mafia Index, a composite indicator (CI) used to assess organized crime in various Italian municipalities. This CI overcomes the limitations of individual indicators by combining 12 indicators that encompass multiple aspects of criminal activity. It provides a detailed estimate of organized crime presence, since it was calculated at the municipal level, and measures entrepreneurs’ perception of organized crime, thereby minimizing the underreporting bias caused by victims’ fear of retaliation.

In Chapter 3, which discusses the infiltration of organized crime into the economy and businesses, we refer to two of those papers selected because they are indexed in Scopus and Web of Science. 

Bianchi et al.27 examine the characteristics of mafia enterprises as reflected in their financial statements. It emphasizes that companies infiltrated by organized crime tend to carry higher levels of debt and financial risk compared to other firms, making them more vulnerable. These infiltrated companies are also more likely to engage in tax evasion and manipulate profits and losses, mainly to reduce their tax burden. Their profitability is lower than that of legitimate firms because they face higher operating costs, often due to the use of false or inflated invoices to divert funds from the business.

Buckley et al.28 have investigated the internationalization of companies infiltrated by organized crime. They compared criminal multinational enterprises (CMNEs) with their legitimate competitors, examining the growing international presence of criminal enterprises, explaining their rise, and highlighting the similarities and differences with legitimate multinational companies. This study was included alongside others in section 3.7, which focuses on the internationalization of companies infiltrated by organized crime. 

In Chapter 4, which examines the effect of the mafia on firm performance, we referred to five of the ten selected papers. 

We refer to Mehlum et al.29, who demonstrate that when the state fails to provide sufficient protection for property rights, predatory practices such as extortion by criminal organizations emerge, reducing business profitability and investment. Economies can become trapped in a vicious cycle of poverty and predation. In the same chapter, while discussing high-growth startups (gazelle enterprises), we also refer to this paper to explain the positive contributions that new firms and startups make to society. Countries with a low number of new entrepreneurs are particularly vulnerable to predation and never manage to free themselves. On the other hand, when the number of new entrepreneurs is high, poor societies can escape the poverty trap. This theory highlights the valuable role played by entrepreneurship in escaping poverty and underdevelopment, which in many economies is both a cause and an effect of the predatory behaviors exercised by organized crime on productive activities.

Ganau and Rodriguez-Pose30, using a large sample of Italian small- and medium-sized manufacturing firms from 2010 to 2013, demonstrated a negative impact of organized crime on firms’ performance in terms of total factor productivity growth, which is greater for smaller firms than for larger ones.

The negative effects of criminal enterprises on their legitimate peers have been demonstrated by Chirchop et al.31 To survive unfair competition from mafia firms, their competitors often increase tax evasion. This has also been demonstrated indirectly through a difference-in-difference approach, which shows how, after anti-mafia actions targeting mafia firms, legitimate companies decrease their tax evasion practices. Furthermore, anti-mafia police actions that dismantle these criminal organizations improve business performance, boost investments, and lower raw material costs for legal firms. 

Research conducted by Dileo and Di Giorno32 has demonstrated that organized crime has a significant negative impact on regional development and the performance and employment of legitimate businesses. Criminal enterprises have access to relevant liquidity, which they use to dominate the market. This advantage is especially evident during difficult times. Comparing two sectors with different infiltration rates in Bologna province, the study demonstrates a relation between high infiltration and increased liquidity. This high liquidity creates jobs and prevents bankruptcies, job cuts, and relocations.

Forgione and Migliardo33 investigated how organized crime negatively impacts the performance of Italian companies in the civil engineering sector, which is highly vulnerable to mafia infiltration, extortion rackets, and unfair competition from organized crime. Companies operating in areas with a strong mafia presence in this sector experience a negative impact on their technical efficiency in labor utilization, leading to higher production costs. The study also demonstrates that as the quality of institutions, in terms of effectiveness and the rule of law, improves, the adverse effects of organized crime decrease.

Two papers by Calamunci34 and Calamunci and Drago35 are a key part of the theoretical framework in the final two chapters of this book (Chapters 5 and 6), which focus on Judicial Administration (JA) and its impact on the performance of criminal firms and their legitimate competitors. 

The first article highlights how removing the leader from the firm due to the initiation of the JA leads to negative effects on profitability and debt levels. It explains this outcome by the difficulty the judicial administrator faces in establishing a new business model that can operate efficiently while complying with market rules and legality. The article also discusses the impact on the performance of firms in JA after the removal of the mafia-linked leader.

Analyzing over 180,000 firms, the second study shows that initiating judicial administration – by removing organized crime – benefits their competitors in the same province and industry, which experience positive effects such as increased turnover and investment during the first four years after a criminal-linked firm enters JA. This indirectly highlights the negative impact that organized crime ties have on legitimate businesses.

Seven of the ten articles reviewed explicitly address the impact of organized crime on business performance, including those involved in JA. 

Three other papers, while examining the impact of organized crime on business performance, cover various topics such as detailed (municipal) measurement of mafia presence using a composite indicator, the internationalization of infiltrated firms, and the significance of influxes of new entrepreneurs in helping developing areas escape the poverty trap caused by organized crime’s predatory behavior.

Eight of the ten papers focuses on Italy.

All the papers employ quantitative methodologies.





	[1] S. Kraus, M. Breier and S. Dasí-Rodríguez, The art of crafting a systematic literature review in entrepreneurship research, in International Entrepreneurship and Management Journal, Vol. 16, No. 3, 2020: 1-20. 

	[2] Ibidem.
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2.
Assessing Organized Crime Presence. A Necessary Step to Evaluate its Effects on Firm Performance

2.1. Introduction

In this chapter, we examine some key preliminary theoretical issues related to defining the mafia, its typical activities, and indicators used to assess the presence of organized crime. In detail, we highlight:


	The importance of accurately assessing the presence of organized crime in different areas lies in evaluating its impact on the performance of companies in each region, as well as in defining targeted measures to combat and prevent the mafia by law enforcement agencies and the judiciary.

	The characteristics, advantages, and limitations of these indicators of the presence of the mafia in different contexts.

	The contribution provided by the composite indicator for estimating organized crime by Forgione and Migliardo, resulting from the mentioned PRIN PNRR 2022 research project.



Accurately assessing the presence of organized crime in different regions is essential for mapping its geographical distribution and, in this way, facilitating the allocation of police forces and prosecutors based on the specific needs of each region.

Since criminal organizations are not evenly distributed across regions and engage in various illegal activities at different levels, assessing the mafia’s presence or perception in each area is vital for analyzing its impact on businesses, institutions, and communities. Regarding the purpose of this study, measuring the mafia’s presence in each geographic region is the primary step in evaluating its effect on the performance of businesses across various territories. 

However, measuring the presence of the mafia poses methodological challenges, as it is a social phenomenon that is hidden and has unclear boundaries. It is also multidimensional; therefore, it can be observed from various perspectives. The mafia is also dynamic because it can change over time. For all these reasons, this phenomenon cannot be measured objectively due to hidden illegal activities, victims’ reluctance to report crimes, and the difficulties in identifying and punishing many reported crimes.

After reviewing key indicators of mafia presence, based on both objective and subjective variables, as well as direct and indirect indices, we will discuss the characteristics of the composite indicator (CI) estimated by Forgione and Migliardo1, which overcomes the limitations of the other indices.

2.2. Preliminary issues: Definition, typical activities, and other factors relevant to assessing the presence of mafia 

To evaluate the mafia’s presence across various regions and estimate its impact, we need to conceptually define organized crime and its typical activities. The most detailed definition of “organized criminal group” was established during a United Nations convention in Palermo, Italy:


A structured group of three or more persons, existing for a period of time and acting in concert with the aim of committing one or more serious crimes or offences established in accordance with this Convention, to obtain, directly or indirectly, financial or other material benefits2.



Article 416-bis of the Italian Criminal Code defines a mafia-type organization as one formed by three or more people who use intimidation, social bonds, and conditions of subjugation and omertà derived from them to commit crimes. Their goal is to directly or indirectly gain control or influence over economic activities, concessions, authorizations, contracts, and public services, or to secure unjust profits or benefits for themselves or others. This definition also covers actions aimed at preventing or obstructing the free exercise of voting or collecting votes for themselves or others during elections. 

Scholars have proposed various definitions of organized crime to encompass the different aspects of this multidimensional and evolving phenomenon3, including the numerous activities and the structures used by criminal groups4.

Organized crime involves criminal activities carried out by groups seeking material gain through extreme violence and the corruption of public officials, including law enforcement and judicial officers. Europol states that nearly 60 percent of criminal organizations are involved in corruption5.

Mafia-related activities include extortion, racketeering, gambling, prostitution, drug and human trafficking, money laundering, murder, political influence, protecting infiltrated or colluding firms from new market entrants, and awarding public contracts to firms controlled by criminal groups6.

Given the variety of activities carried out by these criminal groups, their clandestine nature, and the various organizational structures they employ, organized crime is a complex, multifaceted, and interdisciplinary phenomenon. Therefore, no single aspect can fully represent its presence, and various factors need to be considered. Scholars have created composite indicators to measure multiple illegal activities and characteristics of these organizations in each geographic area, thereby evaluating their presence and influence. 

Organized crime engages in illegal activities that are often concealed, infrequently reported, and remain unnoticed, with many reported cases unpunished. This creates challenges in measuring the extent of these criminal organizations. Consequently, victimization surveys frequently underestimate the presence of criminal organizations in each area. Victims often hesitate to report crimes such as threats, extortion, or intimidation because they fear retaliation from criminal groups and potential legal consequences. On the contrary, they share their opinions on the issue by mentioning illegal activities they’ve heard about that affected other entrepreneurs.

Estimating the presence of organized crime in each area based on the perceptions of potential and current victims not only helps avoid errors when evaluating this phenomenon but also is valuable because perception has real effects on the behavior and choices of individuals, businesses, and institutions. For example, consider how perceived organized crime influences people’s decisions about new business locations, investment strategies, the development of new facilities or stores, and the choices made by public agencies regarding spending, contracts, and procurement. For these reasons, perception indicators of organized crime are becoming more common and complement the ones used to measure the presence of these groups in the area. Additionally, estimating the presence of organized crime based on operators’ perceptions helps us avoid distortions that can result from relying solely on objective indicators, such as the number of crimes committed. These indicators might cause inaccuracies because some crimes could be unreported by victims or wrongly attributed to mafia groups, even if ordinary criminals committed them (referred to as micro-criminality), and vice versa. 

Organized crime is not uniformly distributed across regions, nor within provinces. Therefore, assessing the mafia at the regional or even provincial level is too broad, as it encompasses areas that are diverse in terms of mafia presence. Then, it is suitable to analyze this phenomenon at the municipal level. In this chapter, we explore several indicators, including a composite indicator (CI) of mafia presence at the municipal level7.

Crime is an evolving phenomenon. Over time, its intensity in each region changes, as do the types of criminal activities and the methods used to commit them. Therefore, this assessment must consider data spanning several years. 

All aspects discussed should be evaluated when estimating the presence of organized crime in the context. 

The following paragraphs review several key indicators used to evaluate the mafia’s presence and perception.

2.3. Indicators of organized crime 

As criminal organizations evolve, estimating the presence of the mafia in a territory requires analyzing data over multiple years. However, some studies are limited by their reliance on annual data to assess this phenomenon. This refers to indicators developed by Eurispes (Mafia Penetration Index)8, Centorrino and Ofria9, Lavezzi10, and Mennella11. In contrast, the indices calculated by Daniele and Marani12 and Censis13 do not have this limitation because they consider data from three or four years. 

The Organized Crime Indicator (OCI) by ISTAT

The Organized Crime Indicator (OCI) by ISTAT14 is calculated at the regional level. It shows the change in organized crime activity in each Italian region compared to the 1995 level, using a scale of 100 (where the measure for organized crime in 1995 is set at 100). While it helps understand how this phenomenon has developed over time in each region of our country, it does not enable comparisons between regions. Additionally, it is a rough indicator because it is calculated at the regional level and therefore overlooks the diversity within regions concerning the presence of organized crime. Furthermore, the bias also comes from including variables that measure crimes not exclusively related to organized crime. This shows they also record data on criminal acts such as assaults, arson, and serious robberies, which can be committed by individuals not connected to mafia clans. 

However, some studies assess organized crime more accurately by measuring it at the provincial level15. Even more detailed indicators include those estimating the extent of criminal organizations in Italy at the municipal level. 

The Mafia Presence Index (MPI) by Transcrime

The Mafia Presence Index (MPI) by Transcrime16 combines various aspects of organized crime activity at the municipal scale and distinguishes between Italian mafia-type organized crime groups such as the Cosa Nostra (Sicily), Camorra (Campania), ‘Ndrangheta (Calabria), and Sacra Corona Unita (Apulia). It also provides a highly accurate estimate of mafia presence because it is a composite indicator that combines several key indicators: reports of mafia association, mafia-related murders and attempted murders, municipalities or public authorities dissolved due to organized crime infiltration, confiscated assets, and active groups reported by the National Anti-Mafia Directorate (“Direzione Nazionale Antimafia” – DNA) and the Anti-Mafia Investigation Directorate (“Direzione Investigativa Antimafia” – DIA). A statistically significant link with organized crime in the region has been identified for all these variables.

Some research is limited in estimating organized crime, mainly focusing on a single aspect, such as homicides, mafia-related murders, mafia criminal organizations, or city councils dissolved due to mafia infiltration. This approach fails to capture the full scope of this multidimensional phenomenon17. 

Other studies estimate the mafia’s presence by examining composite indicators that consist of multiple variables, each highlighting a specific aspect of organized crime18, such as the Mafia Presence Index proposed by Transcrime. Below, we review several composite indicators in chronological order.

The Mafia Index (MI) by Calderoni

Calderoni19 introduces a composite indicator (CI) calculated at the provincial level, called the Mafia Index (MI), focusing on four key characteristics of the mafia as outlined in Article 416-bis and some definitions proposed by scholars:


	Presence of criminal groups providing illegal goods and services.

	Use of violence, threats, or intimidation.

	Infiltration of the political system.

	Infiltration of the economic system. 



To consider the features mentioned above, he has included the following four variables in the Mafia Index: 


	Mafia-type associations.

	Mafia murders.

	Municipal councils dissolved due to mafia infiltration.

	Assets confiscated from organized crime. 



Additionally, the author established indicators based on three criteria: data availability over an extended period and content validity. 

This index spans a broad period (1983-2010) and includes data from all 103 Italian provinces. It ranges from 0 to 100 and is calculated as the arithmetic mean of the normalized ranks of the provinces for the rates of the four variables mentioned above. 

The Mafia Presence Index (MPI) by Dugato, Calderoni and Campedelli

Dugato, Calderoni, and Campedelli20 proposed a composite indicator called the Mafia Presence Index (MPI). 

This index measures the mafia’s presence using a set of core and alternative indicators to estimate four fundamental features of the mafia (see Tab. 8).


Tab. 8 - The mafia indicators (Dugato, Calderoni, and Campedelli, 2020)


	Dimensions
	Core indicators
	Alternative indicators





	Presence and activities
	Mafia groups mentioned in the DIA and DNA reports
Reported offences for mafia association
	Reported:
Criminal associations
Usury
Smuggling of goods Associations for drug trafficking
Associations for drug dealing
Exploiting of prostitution



	Violence
	
	Reported: Kidnapping for ransom
Extortion
Arson (excluding brush fire)
Damage followed by arson
Bomb fire attacks



	Political infiltration
	City councils and Public Administrations dissolved for mafia infiltration 
	Alternative indicators



	Economic infiltration
	Assets confiscated from organized crime
	Reported money laundering offences





Source: M. Dugato, F. Calderoni, and G. M. Campedelli, 2020.

The authors conducted a factor analysis using the principal component extraction method. All key indicators were normalized by indexing them to their maximum values, enabling comparison among variables with different units of measurement. In detail, the municipality with the highest value received a score of 100 for each indicator, with all other values scaled proportionally. “Active Mafia Groups” is the indicator that most significantly influences the final ranking, followed by “Confiscated Assets”. 

They found that the mafia presence index is negatively correlated with the most popular quality of life indices calculated by Il Sole 24 Ore and Italia Oggi.

The Mafia Presence Index by Mocetti and Rizzica

According to the composite indicator developed by Mocetti and Rizzica21, the assessment of mafia presence uses a multidimensional approach by domain, capturing various modes of organized crime activity. 

Beyond objective indicators – such as mafia-style homicides, mafia association crimes, municipalities disbanded due to mafia influence, and businesses seized from the mafia-subjective indicators are also used to assess the perceived level of organized crime. These include the victimization index, perceptions of suspicious acquisitions, irregular financing, violence, and extortion. Additionally, a set of “warning indicators” reflects the mafia’s “power syndicate,” shown by intentional homicides, arson damages, bombings, and extortion cases, as well as the “enterprise syndicate” of criminal organizations, which covers activities like sex trafficking, drug production and distribution, smuggling, and money laundering. 

2.4. Subjective and indirect indicators of organized crime

Subjective indicators based on perceptions of organized crime, along with indicators of so-called “spy crimes”, reveal the power of the syndicate (control of territory) and business syndicate (control of businesses) within mafia groups. These indicators assess the level of organized crime presence, or (more accurately) perception, by interviewing entrepreneurs to gather indirect experiences that have influenced the choices and behavior of their competitors, other companies (suppliers, dealers, enterprise partners), and public officials. This approach helps overcome the limitations caused by fear of retaliation or potential legal consequences when answering questions. 

The perception of organized crime involves, on one hand, the intensity and geographical spread of these groups, and on the other hand, the ability of institutions to fight them through prevention and repression carried out by law enforcement and the judiciary. Based on this idea, several indicators of institutional quality have been proposed, including measures such as the rule of law and corruption indices, which demonstrate the effectiveness of the institutions’ response to crime. 

An indicator of the quality of institutions is the World Governance Indicator (WGI) proposed by Kaufmann et al.22 (2010). This composite indicator has been used to evaluate institutional quality across 213 countries from 1996 to 2010. It is divided into six dimensions that address key qualitative characteristics of a nation’s institutions:


	Voice and accountability.

	Political stability and absence of violence and terrorism.

	Effectiveness of government.

	Quality of regulation.

	Rule of law.

	Control and corruption.



Simple indices assess each aspect of institutional quality across all six areas mentioned earlier.

Two indicators are relevant to this study: 


	“rule of law”, which refers to contractual compliance, property rights, police effectiveness, judicial activity, and crime levels,

	and “control and corruption,” which relates to individuals performing public functions to gain illicit benefits at society’s expense. 



According to the European Court of Justice and the European Court of Human Rights, the rule of law consists of the following six principles: “legality implying a transparent, accountable, democratic and pluralistic process for enacting laws, legal certainty, prohibition of the arbitrary exercise of executive power, effective judicial protection by independent and impartial courts with effective judicial review including respect for fundamental rights, separation of powers, and equality before the law”23.

The rule of law is a fundamental principle of the European Union, as outlined in Article 2 of the Treaty on European Union. Ensuring that EU law is applied uniformly across all Member States is essential for establishing a single market that facilitates the free movement of goods, capital, and people in Europe. Additionally, the rule of law underpins the effective implementation of EU laws and policies while promoting principles of equality, equal opportunities, and social justice within the European Union24.

According to the WGI framework, Nifo and Vecchione25 developed a composite Indicator of the Quality of Institutions (IQI) that aggregates indices related to five dimensions at the provincial level: 


	“Voice and accountability capture the participation in public elections, the phenomenon of associations, the number of social cooperatives and cultural liveliness measured in terms of books published and purchased in bookshops. 

	Government effectiveness instead measures the endowment of social and economic structures in Italian provinces and the administrative capacity of provincial and regional governments in relation to policies concerning health, waste management and the environment. 

	Regulatory quality comprises information concerning the degree of openness of the economy, business environment and, hence, the ability of local administrators to promote and protect business activity. 

	Rule of law summarizes data on crime against persons or property, on magistrate productivity, trial times, the degree of tax evasion and the shadow economy. 

	Corruption summarizes data on (1) crimes committed against the public administration, (2) the number of local administrations overruled by the federal authorities, (3) and the Golden-Picci Index26, measuring the corruption level on the basis of the difference between the amounts of physically existing public infrastructure […] and the amounts of money cumulatively allocated by government to create these public works”. 



The “Rule of Law” is a composite indicator widely used in research and practice because it measures the extent to which organized crime affects a community. These effects stem from a power struggle between state institutions enforcing the rule of law and criminal organizations. The negative impacts of crime in any region depend on two factors: first, the extent of criminal presence and its ability to intimidate and generate illegal income, and second, the state’s capacity to counteract these organizations’ activities by maintaining the rule of law through crime prevention and punishment. Therefore, all other factors being equal, the community, businesses, and public administration are less harmed when the state’s response effectively upholds the rule of law, and more harmed when it does not.

The composite indicator “Corruption” is also relevant for this study because corrupt practices are often, but not always, conducted by mafia groups.

2.5. The composite mafia index estimated by Forgione and Migliardo as part of the PRIN PNRR project

In the context of the mentioned PRIN PNRR research project, Forgione and Migliardo27 developed the Mafia Index, a composite indicator (CI) constructed using the Robust Multi-directional Benefit of the Doubt (RMdirBoD) approach, to quantify the presence of organized crime at the municipal level. 

This CI addresses the limitations of single-indicator analyses by aggregating multiple dimensions of criminal activity, thereby increasing reliability and reducing susceptibility to data anomalies and outliers. By synthesizing twelve normalized indicators scaled to population size, the index enables robust cross-regional comparisons, a significant advance over traditional methods, which often fail to capture the complexity of organized crime. It incorporates eight crime categories emblematic of mafia activity: mafia association, mafia-style assault, arson, extortion, mafia-style homicide, attempted mafia-style homicide, money laundering, and extortion. These are supplemented by four institutional measures: the number of active clans, business/property seizures, and the dissolution of municipal councils due to mafia infiltration. This index’s strength lies in its ability to combine fragmented data on a single type of crime into a unified framework.

This multidimensional design captures both direct criminal activities and institutional countermeasures, providing a nuanced assessment of the socio-economic impact of organized crime. 

By standardizing indicators based on municipality population, the CI ensures data comparability across different geographic areas, from densely populated cities to rural regions. The methodology used by the CI aims to minimize distortions from isolated metrics while highlighting spatial patterns of criminal influence.

This indicator reduces the under-reporting bias common in crime statistics, as victims and businesses in high-risk areas often refrain from reporting crimes due to fear of retaliation28. The data were sourced through innovative methods, including text mining of news articles related to the mafia from ANSA, Italy’s national press agency, to track crime patterns; official reports from the Anti-Mafia Investigation Directorate (DIA) on clan presence; and web scraping of the National Agency for Confiscated Assets (ANBSC) database for seizure records.

A key strength of this CI is that it provides a granular assessment of organized crime distribution at the municipal level. This overcomes the limitation of other similar indicators that measure organized crime only at the provincial level. Estimates at the provincial level tend to be oversimplified because they assume a uniform distribution of criminal organizations across large areas, such as provinces. This reduces the practical usefulness of these estimates for guiding targeted public policies to combat this phenomenon and for tailored law enforcement and judicial actions in areas with higher mafia activity. This CI, in turn, helps support targeted policies, law enforcement, and judicial interventions.

The authors demonstrated the practical usefulness of this CI in assessing the impact of organized crime on the technical efficiency of enterprises through a one-step stochastic frontier analysis. In Chapter 4, paragraph 4.4, we will refer to the application of the CI they performed to assess the impact of organized crime on the technical efficiency of firms in the civil engineering industry.

2.6. Indicators of the spread of organized crime and the territory’s vulnerability to mafia infiltration

In this paragraph, we present some key cross-national indices of organized crime presence, along with indicators of how vulnerable (or permeable) territories and the legal economy are to mafia infiltration.

The Composite Organized Crime Index (COCI) encompasses variables that combine data on perceptions of organized crime, unsolved homicides, large-scale corruption, money laundering, and the shadow economy across more than 100 countries. This data is based on annual surveys of corporate CEOs conducted by the World Economic Forum, investment risk assessments by the Merchant International Group, studies by the World Bank Institute, and official crime report statistics29.

The Global Organized Crime Index (GOCI)30 is a multidimensional index calculated by the Global Initiative Against Transnational Organized Crime (GI-TOC), an independent civil society organization headquartered in Geneva, Switzerland. It comprises a network of over 350 experts, with a Secretariat spread across various countries worldwide. This Index estimates the level of crime and resilience to organized crime for 193 countries, considering three key factors: 


	The scope, scale, and impact of fifteen criminal markets are assessed: human trafficking, human smuggling, extortion and protection racketeering; arms trafficking; trade in counterfeit goods; illicit trade in excisable goods; flora crimes; fauna crimes; non-renewable resource crimes; heroin trade; cocaine trade; and cannabis trade. 

	The structure and influence of five types of criminal actors: mafia-style groups, criminal networks, state-embedded actors, foreign actors, and private sector actors. 

	Countries’ resilience to organized crime is measured using the following indicators: political leadership and governance; government transparency and accountability; international cooperation; national policies and laws; judicial system and detention; law enforcement; territorial integrity; anti-money laundering efforts; economic regulatory capacity; victim and witness support; prevention initiatives; and non-state actors. 



The Organized Crime Perception Index (OCPI) measures the level of organized crime in each country. This index is based on data from five related proxy indicators that reflect the perceived prevalence of organized crime, including extortion, drugs, arms, and human trafficking, as perceived by potential victim groups and/or independent experts. It ranks countries on a scale from 1 to 7 (1 = no organized crime, 7 = high presence of organized crime). The World Economic Forum collects information by conducting interviews with CEOs of large companies31.

A recent study shows that criminal organizations in Italy are concentrated in specific regions of Southern Italy, including Calabria (with a strong presence in Crotone, Reggio Calabria, and Vibo Valentia), Sicily (particularly in the western part of the island), Campania (notably in Caserta and Naples), and Apulia (especially in Foggia)32. 

These regions hold historical significance as the areas where organized crime originated, developed, and took root. This emergence was primarily driven by the need to protect small landowners from banditry, a result of the State’s inability to provide adequate protection33. In Sicily, landowners and local politicians recruited mafiosi to suppress peasant revolts against high taxation, a social dynamic that ultimately led to the emergence of the “Fasci Siciliani dei Lavoratori” movement34. In Apulia, the origins are more recent, dating back to the birth of the Sacra Corona Unita in the ’1970s35.

From its origins in these regions, organized crime has expanded its influence by infiltrating businesses across Central and Northern Italy. Organized crime is particularly significant in various provinces in the Center and North, such as Rome, Genoa, and Imperia. This expansion is especially evident in provinces with higher GDP per capita and a greater dependence on public spending, which offers more investment opportunities and channels for rent extraction. The expansion of the ‘Ndrangheta in Central and Northern Italy mainly affects the trade sector, which enables money laundering through entities known as “Cartiere” (“paper mills” companies). These companies issue false invoices for non-existent transactions to launder illicit funds36. These are the reasons for the global spread of criminal organizations, according to the United Nations report (UNICRI): to launder illegal proceeds, increase profits, and gain social legitimacy37.

To identify the determinants of the geographical spread of criminal organizations in the North-Central regions of Italy, Mocetti and Rizzica38 analyzed the relationship between the mafia intensity index and various exogenous variables. These variables include GDP per capita, the local economy’s dependence on public spending, levels of corruption, and a social capital measure indicated by voter participation in referendums. The analysis revealed a strong and statistically significant correlation between the intensity of mafia presence and GDP per capita, suggesting that wealthier areas provide more opportunities for investing illicit money into the legal economy. Additionally, the study found substantial connections between the presence of the mafia, increased dependence on public spending, and elevated corruption levels in public administration. In contrast, social capital, measured by citizen participation in referendums, was not identified as a significant factor.

Organized crime targets small and medium-sized municipalities39, with limited infrastructure and reduced foreign investment40. By using various indicators to assess this phenomenon, the mentioned study by Transcrime reveals that while the intensity of territorial control through coercion and violence (power syndicate crimes) is higher in Southern Italy, the geographical distribution of illegal activities (enterprise syndicate crimes)41 is more uniform across the country.

Transcrime developed a model to evaluate the vulnerability of the legal economy to infiltration of organized crime at the provincial level for twelve economic sectors: the Mo.Vu.S42. It employs two risk macro-factors: 





	Rt (territorial risk), which depends on the characteristics of the territory that may facilitate the infiltration of organized crime. This risk ranges from 0 to 100. 

	Rs (sector risk), which depends on the characteristics of the different sectors in the various provinces. This risk can also take on values from 0 to 100, depending on the probability of infiltration. 



The calculation of these two indicators utilizes various variables, as demonstrated by the following tables43.


Tab. 9 - Variables included in the territorial risk indicator


	Territory
	Organized 
crime presence
	No. of confiscated assets over the resident population in the province



	No. of mafia murders over the resident population in the province



	No. of charges for art. 416bis over the resident population in the province 



	No. of city councils and institutions dissolved for mafia infiltration in the province



	Wealth
	Amount of GDP per capita in the province 



	No. of cars with more than 2000 cc over the total number of cars in the province



	Amount of taxable income over the total number of taxpayers in the province



	Shadow economy
	Amount of tax evasion over the amount of IRAP added value in the province 



	Ratio of the amount of tax collected over the amount of tax supposed to be collected (Tax Gap) in the province 



	No. of notifications of unusual transactions over the resident population in the province 



	Market structure
	Expenditure on R&D in the province



	Structural equipment index in the province



	Amount of import + export over the amount of added value in the province






Tab. 9 bis - Variables included in the sector risk indicator


	Economic sector
	Business size 
	No. of local units with up to 5 employees over the total number of local units in a given economic sector and province 



	Crisis
	No. of bankruptcies over the total number of active businesses in a given economic sector and province 



	Competitiveness
	No. of active businesses in a given economic sector and province over the resident population in the province 



	Amount of added value in a given economic sector and province over the number of active businesses in the economic sector and province 



	No. of notifications of unusual transactions over the resident population in the province 



	Previous infiltration
	No. of confiscated businesses in a given economic sector and province over the number of active businesses in the economic sector and province 





The normalization process assigned a score of 100 to the province with the highest value, while proportionally lower scores were given to the others, ensuring a minimum score of 0 for the province with the lowest value. The indicators were calculated as the average of the normalized variables. The final infiltration risk indices for the territory (Rt) and the sector (Rs) were obtained by aggregating the corresponding normalized indicators using the generalized average method.

Eurispes developed the Index of Territorial Permeability to Organized Crime (IPCO)44. This index is calculated at the provincial level by combining 163 elementary indicators into 19 composite indices to evaluate the area’s potential vulnerability to organized crime, rather than its actual presence. 

This index is limited because it relies on data collected over just one year, which is too short a timeframe to construct an accurate index, especially considering that organized crime activities can change significantly over time, posing challenges for conducting trend analyses. Furthermore, it uses data in absolute values, which hinders meaningful comparisons between different regions, as the varying population sizes of the respective cities influence these.

Mazzitelli45 proposed a composite indicator calculated by aggregating the following five groups of vulnerability indicators for each province: 


	1.Vulnerability infrastructural indicators.

	2.Organized crime indicators.

	3.Economic illegal activity (or organized crime) infiltration indicators.

	4.Enterprise vulnerability indicators. 

	5.Family vulnerability indicators. 



Each of these indicators was calculated by considering multiple variables.

Transcrime developed Ris.I.C.O. (Risk of Infiltration by Organized Crime), a model that estimates the risk of infiltration into specific public procurement processes using indicators identified through interviews with national authorities, prefectures, and case studies46. This model uses indicators to evaluate the risk of organized crime infiltration in public procurement, categorized into five specific risk profiles: territory, contract, business, business staff, and other risk indicators.
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3.
The Infiltration of Organized Crime into the Economy and Firms 

3.1. Introduction

This chapter addresses the infiltration of the mafia into the economy and businesses. 

After outlining the revenue generated from various illegal activities and the spread of organized crime worldwide, in Europe, and Italy, we provide data on its social and economic impact on society, the economy, and businesses. 

Mafia harms society by originating costs resulting from criminal activities and responses to them, and hindering growth, employment, and value-added productivity among businesses. The adverse institutional and socioeconomic environment created by the mafia also affects legitimate companies, distorting and limiting competition, altering pricing mechanisms, extorting money, violating labor, safety, and environmental regulations, and manipulating public procurement to its advantage. 

Besides making profits through formally lawful companies, the mafia infiltrates the economy and businesses to launder illegal money. Although money laundering is not exclusive to organized crime, it is a core activity of the mafia because the large amounts of illicit funds cannot be spent until they are cleaned through the legal economy. Therefore, this chapter dedicates significant space to this illegal practice, the framework for counteracting it in Italy, and the new strategies and activities criminal groups have adopted in the Digital Age to evade investigations and detection of financial transactions intended to launder illicit funds.

The infiltration of organized crime into institutions and society also hinders the economic and socioemotional well-being and happiness of individuals, influencing their voting decisions in elections and causing many young people to emigrate in search of better social and institutional conditions. The mafia also infiltrates institutions, affecting elections through its corruptive and intimidating power. Although they have a significant societal impact, we will only briefly discuss these crucial aspects of the impact of the mafia infiltration into society and economy because this book focuses primarily on the effects it has on corporate performance. This is a limitation of this chapter.

3.2. Mafia revenues

Estimating the revenues and profits generated by organized crime is challenging for several reasons. First, due to the clandestine nature of its illicit activities. Second, it is often hard to distinguish between companies that operate legally and those involved in criminal activities, as over 80% of criminal networks use seemingly legitimate businesses for their illicit operations1. Third, criminal businesses often collaborate with legitimate companies2. Finally, some businesses engage in illegal activities without any affiliation to organized crime; therefore, it is possible to mistakenly attribute criminal activities not carried out by the mafia to organized crime. 

The United Nations Office on Drugs and Crime (UNODC) provides the most comprehensive estimates of transnational criminal revenues for 2009, amounting to $2.1 trillion, which accounted for around 3.6 percent of GDP. Specifically, organized crime revenues were estimated at $870 billion globally, accounting for approximately 1.5 percent of the global GDP3. 

In 2019, the global revenue from transnational crime hit US$4 trillion, equal to 4.7% of global GDP4.

Drug trafficking is the most lucrative criminal activity, valued at approximately $320 billion each year worldwide5. However, organized crime globally also earns huge profits from other crimes:


	Human trafficking includes the sexual or labor exploitation of individuals, including men, women, and children. In 2005, approximately 2.4 million victims were affected by this crime, generating annual profits of around $32 billion6.

	In 2009, migrant trafficking generated about $6.6 billion from the illegal smuggling of €3 million migrants from Latin America to North America. In the previous year, 55,000 migrants were smuggled from Africa to Europe, earning a profit of $150 million7.

	The illegal firearms trade generates an estimated annual revenue between $170 million and $320 million8.

	Trafficking in natural resources, such as diamonds, rare metals, and timber9.

	The illegal trade of wild animals, fish, plants, counterfeit goods, and medicines10.

	Cybercrime spans several areas, but one of the most profitable for criminals is identity theft targeting bank accounts, which generates $1 billion each year11.



A recent study across six private sectors – financial services, technology, consumer goods and trade, construction and real estate, transportation and logistics, and natural resources – found that the scale of organized crime ranged between $3.6 and $4.8 trillion for 2015/2016, which is equivalent to 7% of global GDP. This includes money laundering (between $1.5 and $2 trillion), counterfeit and contraband (between $0.5 and $1 trillion), fraud and corruption ($1 trillion), cybercrime (between $0.5 and $0.7 trillion), and asset misappropriation ($0.1 trillion)12. 

 In the European Union Transcrime estimates that organized crime generates at least €110 billion each year, which is equivalent to 0.9% of the EU’s GDP for 201013. The European Public Prosecutor’s Office (EPPO) annual report for 2023 highlights that 17.5% of active investigations are linked to VAT fraud, which accounts for 59% (€11.5 billion) of the overall fraud estimated. This type of fraud is often used to launder money from illicit activities. Furthermore, there are over 200 investigations connected to funding from NextGenerationEU, which is estimated to exceed €1.8 billion. Overall, the EPPO has requested the seizure of more than €1.53 billion, and a seizure of €1.5 billion has been authorized14.

The International Monetary Fund’s (IMF) Report on Anti-Money Laundering and Combating the Financing of Terrorism15 presents data on all criminal activities – not just those committed by organized crime – by considering various sources, as no official estimate is available in our country. It indicates that for 2014, the range was between 1.7% and 12% of Italy’s GDP, corresponding to illicit revenues between €27.5 billion and €194.4 billion. These revenues are classified into three categories:


	1.Tax and excise evasion account for about 75% of all criminal proceeds. The primary sources are income tax evasion and VAT fraud. Tax evasion is more prevalent in southern Italy, while the highest amounts originate from the north.

	2.Drug trafficking and loan sharking together constitute approximately 15% of the total.

	3.Additional crimes, including corruption, bribery, fraud, counterfeiting, product piracy, environmental crime, robbery, theft, smuggling, extortion, and illegal gambling, account for around 10% combined. 



The above-mentioned IMF report highlights that most crimes in points 2 and 3 are closely linked to mafia-type organized crime structures, such as the Camorra, ‘Ndrangheta, Sacra Corona Unita, Cosa Nostra, and Stidda. 

Regarding Italy, ISTAT estimates that in 2022, the value added by the unobserved economy, including the shadow economy and illegal activities, reached €201.6 billion, marking a 9.6% increase from the previous year. The proportion of the unobserved economy in GDP remained stable at 10.1%, up from 10.0% in 2021. Illegal activities accounted for 1% of Italy’s GDP, considering only drug trafficking, prostitution, and the smuggling of cigarettes and alcohol16. While these activities are not exclusively carried out by organized crime, the mafia also engages in other forms of illicit actions, such as extortion, counterfeiting, usury, illegal waste management, and illegal betting, which are not included in this estimate. The activities of criminal organizations exceed 2% of Italy’s GDP, amounting to €26 billion, primarily derived from drug trafficking (€7.7 billion), extortion (€4.8 billion), prostitution (€4.7 billion), counterfeiting (€4.5 billion), and usury (€2.2 billion)17. Because criminal organizations channel some of the proceeds from illegal activities into the legal economy18, we can infer that the overall turnover of organized crime is significantly higher than 2% of Italy’s GDP.

3.3. The adverse effect of organized crime on society

Criminal organizations pose a significant obstacle to development19, corrupting the economy20, distorting markets and resource allocation21, and imposing relevant costs on society.

Estimating the overall social and economic impact of the mafia is challenging because:


	Defining the boundaries of the many criminal activities carried out by mafia-type groups is difficult.

	Data from law enforcement and judicial records capture only a part of crimes22 because they are hidden23, victims are often reluctant to report crimes, and the justice system does not always identify and punish the perpetrators24.

	Criminal groups often conduct business through or in partnership with colluded (apparently law-abiding) companies that have been infiltrated by organized crime, which are not always identified by investigative authorities.



Brand and Price25 categorize the costs of organized crime for society into three types. First, potential crime victims incur costs related to preventing criminal acts, including security measures, insurance, and changes in their behavior driven by fear of crime. The second type of costs resulting from criminal activity includes the direct impact on victims, such as stolen property, repairs to damaged warehouses or storage facilities, bureaucratic expenses of filing complaints, and the emotional, physical, and sometimes life-threatening consequences. Lastly, the community bears the costs of responding to crime, which encompass expenses related to law enforcement, the judiciary, lawyers, the prison system, social services, and other related services.

Using this classification, Detotto and Vannini estimated that the total social cost of crime in Italy in 2006 exceeded € 38 billion, representing approximately 2.6% of Italy’s GDP. Specifically, 60.5% of the social costs result from criminal events, 27% are incurred in response to them, and 12.5% arise from crime prevention. Drug-related crimes and counterfeiting account for the highest total costs, each exceeding €7 billion26. According to some estimates, the United States has spent $1 billion on the “War on Drugs” over the past fifty years27.

Using a panel of Italian regions from 1983 to 2009, Neanidis et al. demonstrated that organized crime hinders economic growth; however, this effect is mitigated when it is linked to corruption28. 

A study on the post-war economic development of two southern Italian regions after the 1970s estimated that mafia activity resulted in a loss of approximately 16% in per capita GDP over the following thirty years29. 

Organized crime also negatively affects employment, value-added, and productivity of regions. Mocetti and Rizzica examined the relationship between organized crime infiltration and development in Central and Northern Italy over the last 50 years. They found that Italian provinces with higher levels of mafia influence experienced a 9% lower employment growth rate compared to those with less mafia presence. This analysis also revealed that regions with high mafia penetration had a value-added growth rate 15% lower than the average for the period. While productivity growth was also reduced in the provinces most affected by organized crime infiltration, this result was not statistically significant30.

Other adverse effects of organized crime can be seen indirectly by looking at the positive impact of removing mafia-linked companies on legitimate businesses. A study focused on Northern and Central Italy from 2013 to 2020, analyzing 57 anti-mafia police operations, highlighted that eliminating mafia-connected firms enhances the operating performance of non-criminal competitors by an average of 7.7%, with a greater impact in industries characterized by low competition31. Banks raise interest rates on loans due to the heightened perception of risk in areas with high levels of criminal infiltration. This negative response, in terms of higher interest rates, impacts local banks less than other banks (non-local and foreign)32.

Peri highlighted the adverse effects of organized crime on employment rates and job opportunities33.

The adverse institutional and socio-economic environment created by the mafia discourages individuals from investing in education. It compels them to migrate to other countries, thereby depleting social capital34, human capital35, and workforce quality36. This impoverishment of human capital also results in an unfertile ground for businesses and new ventures.

Although corruption is not the exclusive prerogative of the mafia, it is a damaging activity of organized crime, especially in public administration37. It negatively impacts the allocation of public funds and the awarding of public contracts38, leading to higher procurement and public works costs and inefficient allocation of public spending. 

Corruption also causes social costs due to its significant negative impact on trust and relationships among people, which in turn impacts their quality of life and well-being. 

So-called eco-mafias, which are dedicated to laundering money through businesses involved in environmental crimes, cause significant social, economic, and ecological costs for communities39. In the sectors most vulnerable to these crimes, implementing mandatory environmental reporting40 and disclosures on compliance with environmental regulations may help in the fight against the so-called eco-mafias.

The World Happiness Report and various studies reveal global disparities in well-being, both within and between countries, based on several key factors. These factors also include perceptions of corruption, as well as the quality of human relationships (within families, at work, and in the community), and character virtues such as pro-sociality and trust. Other variables, such as income, employment, social support, personal freedom, and goverment effectiveness, also contribute to this issue41.

Some studies highlight positive “in-sign” effects on the economy. Their investments in the legal economy act as an economic stabilizer and social insurance, mitigating the impact of economic downturns. In Italy, for instance, provinces with a high presence of organized crime have been less affected by the 2007 subprime mortgage crisis in terms of establishing new businesses than those with lower levels of criminal infiltration. There are also spillovers in the labor market caused by criminal organizations, which have a significant impact on the employment rate. However, this effect varies significantly based on the size of the local informal labor market42. 

3.4. Common traits of firms infiltrated by organized crime

In Italy, the infiltration of the mafia into the legitimate economy and businesses has increased significantly since the 1980s. It now operates internationally using similar infiltration and territorial control strategies as those employed in our country43.

Blending investments in both illegal and legal activities is a characteristic of organized crime44, and the differences between legal and illegal enterprises have become increasingly blurred45. A study by Transcrime highlighted that between 1983 and 2011, 8.7% of the Italian mafia’s investments were in companies and shares46.

The mafia infiltrates the economy by establishing ad hoc criminal enterprises, infiltrating legitimate businesses47, and building relationships with colluding enterprises.

Fabrizi et al.48 classify criminal companies into three types:


	“Di supporto”: small businesses that support the criminal organizations by providing goods, tools, services, and money.

	“Cartiere”: small and medium-sized businesses involved in money laundering.

	“Star”: large companies used to build relationships with political, social, institutional, and business systems.



Analyzing a sample of 355 Italian companies controlled by the mafia in the period before and after seizure and the appointment of a judicial administrator, Ravenda et al. distinguished two types of infiltrated companies: “real firms” and “shell firms”. This distinction is based on the characteristics of their cost structures, which derive from different specific methods of managing transactions resulting from various money laundering activities. 

Some accounting practices are used “strategically” by criminal organizations to facilitate money laundering49 and the corruption50 of politicians, bureaucrats, and economic actors through financial transactions that appear to be ordinary commercial transactions51. We will revisit this distinction in the next paragraph when analyzing the traits of criminal enterprises as shown by their financial statements. 

Criminal enterprises typically operate by pressuring suppliers and workers to reduce costs, corrupting the administrative system, evading taxes, and falsifying accounting records52. 

Organized crime uses intimidation and extortion to infiltrate businesses53.

Through threats and violence, organized crime hinders the ability of legitimate companies to compete, benefiting enterprises that are infiltrated and increasing their dominance in the market and profits54. 

Infiltration into legitimate businesses aims to launder illicit money, gain social consensus and legitimation by creating jobs, and control territory by establishing relationships with law-abiding companies55 and public institutions56, influencing their decisions regarding suppliers. 

Champeyrache traced the Italian mafia’s social legitimacy back to institutional theory, demonstrating how its deep territorial roots were established by replacing (increasingly unnecessary) violence with artificial scarcity. This scarcity was created by organized crime through the transfer of goods, resources, and wealth to mafiosi, the manipulation of norms and the creation of rules, and control of seemingly legitimate activities. These actions gave them social status and encouraged people to submit to the power of mafiosi and clans. Violence is only necessary in specific circumstances, such as acquiring territorial control or managing illegal markets. In this way, mafiosi integrated into civil society, becoming tolerated and sometimes even viewed as partners by certain entrepreneurs57.

Organized crime also invests in companies to earn profits by leveraging substantial financial resources and intimidation to succeed in competition58 while establishing relationships that strengthen their market power59. 

Scholars have identified the attributes of industries that facilitate infiltration of criminal groups, as they serve their interests and align with their objectives60. To maximize profits and minimize risks, the mafia invests in real estate61 and construction62. To expand their control over territory, they invest in the tourism and public procurement sectors. To easily conceal illicit activities and profits while laundering money, organized crime infiltrates companies in highly deregulated sectors such as retail trade 63. The mafia infiltrates companies in sectors that rely heavily on unskilled labor to expand their territorial influence, particularly in traditional industries where high managerial skills are not necessary64. They also target companies in traditional industries because these sectors are labor-intensive and, therefore, are well-suited for building social consensus by recruiting workers from regions with high unemployment. 

Organized crime also focuses on industries with limited competition, including large-scale retail, catering, and construction65.

The mafia frequently infiltrates companies in sectors that rely heavily on public sector demand, aiming to profit from public resources such as waste management, healthcare, public services, and transportation66. 

According to a study by Parbonetti, in Italy, criminal enterprises are mostly found in the construction sector (31.2%) and real estate (10.4%). However, in the industries of Commerce, Accommodation and Food Services, Entertainment, Education, and Financial and Insurance Services, criminal enterprises are present at a percentage similar to non-criminal enterprises. Additionally, criminal enterprises are also very prevalent in the Manufacturing, Logistics and Transportation, Water and Waste Services, and Electricity and Gas sectors67.

Public procurement is one of the activities most vulnerable to corruption and exploitation by criminal organizations. The risk of being infiltrated by the mafia increases when companies win public contracts. By exploiting their connections with politicians, the mafia distorts the allocation of public resources to favor the companies they have infiltrated68 and assists them in securing contracts with public institutions69. Mirenda et al. found that these firms experience a 30 percent increase in the average probability of being awarded at least one public works contract70. 

The mafia also infiltrates political institutions to protect itself from investigations and inspections by tax authorities71.

Enterprises face various forms of direct or indirect extortion, which diminishes their technical efficiency. This occurs when they experience pressure to choose suppliers, are forced to subcontract work, hire unproductive or unnecessary labor, or incur security costs72. 

Using significant financial power, intimidation, and violence, organized crime infiltrates businesses to launder illegal funds and control territories, often manipulating voter behavior and influencing the decisions of public officials on procurements and public works. Mafia-controlled companies typically operate at a loss to facilitate money laundering. These “strategic losses” aim to achieve market dominance, distort competition rules, and undermine price formation mechanisms73, systematically excluding law-abiding businesses from the market and restricting entrepreneurial freedom. 

Mafia groups also infiltrate the construction industry to exchange electoral support for preferential access to contracts with public administration in the public works sector. De Feo and De Luca demonstrated that during electoral competition, the share of construction workers increased more significantly in municipalities affected by the Mafia compared to other regions in Sicily74. 

Research by Mirenda et al.75 analyzed the N’drangheta infiltrations into firms located in central and northern Italy, identifying the characteristics of firms that are more likely to be infiltrated by the mafia. Their survey highlighted that infiltrated firms in central and northern Italy are younger and less efficient than their counterparts, primarily operating in sectors that rely heavily on public sector demand or those facilitating money laundering.

Parbonetti created a detailed database of Italian companies linked to the mafia. By analyzing their common features, he demonstrated that they are typically small businesses with low debt, operating in labor-intensive, low-tech industries76. 

The mafia often targets companies under financial stress by offering them loans with usurious terms and, in some cases, acquiring the companies’ assets77. During the COVID-19 pandemic, for instance, the risk of mafia infiltration into businesses has significantly increased. Parbonetti and Fabrizi78 analyzed three possible risk scenarios of mafia organizations infiltrating businesses by taking advantage of the crisis triggered by the pandemic: 1) The acquisition of companies following accumulated losses and the need for recapitalization; 2) The bankruptcy of companies following loans granted at usurious rates; 3) The takeover by mafia of loans granted to companies for economic recovery.

Future research should verify whether new companies and startups are more vulnerable to mafia infiltration compared to enterprises in the subsequent stage of development. Literature has highlighted that crime imposes serious negative externalities on entrepreneurship as it affects individuals’ decisions to start new businesses79 by reducing profit expectations80 and increasing the costs and risks inherent in starting a new venture81. Scholars have also demonstrated that organized crime hinders the growth of new companies, both because of the fear that expansion may attract the attention of organized crime groups and because the mafia’s presence negatively impacts the profitability of startups and high-growth startups (the so-called gazelles)82. 

In the following four chapters, as we examine new methods used by organized crime to launder illicit money, we will cite the UIF Report for 2023, which reveals that the mafia also uses crowdfunding platforms to infiltrate startups and launder illegal funds83. However, no research has yet investigated whether new ventures and startups are more vulnerable to infiltration by criminal groups than established businesses. We can suppose that young firms are very susceptible to mafia infiltration because they often lack sufficient funding to survive and overcome the severe challenges of the early stages. They lack a reputation and might take longer than planned to attract customers, gain market share, and achieve sustainability. For this reason, many young firms fail because they run out of cash shortly after founding84. This risk is amplified by the typical financial constraints and undercapitalization85 of young firms. However, this hypothesis needs to be verified, and interesting research directions are revealed. 

Albanese86 proposed a predictive qualitative model to estimate the risk of organized crime infiltration into businesses. This model categorizes the risk as either “low” or “high” based on the following characteristics of the companies: Supply, Customers, Regulators, Competitors, Patronage, and Prior record (see Tab. 10).


Tab. 10 - A qualitative model to estimate the risk of organized crime infiltration into businesses


	Predictors
	Low risk
	High risk





	Supply
	Few available small, financially weak businesses
	Readily available small, financially weak businesses



	Customers
	Elastic demand for product
	Inelastic demand for product



	Regulators
	Difficult to enter the market
	Easy to enter the market



	Competitors
	Monopoly/oligopoly-controlled market
	Open market with many small firms



	Patronage
	Entrepreneurs are professional managers
	Entrepreneurs are non-professional ill-equipped to deal with business problems



	Prior record
	No prior record of organized crime involvement in the market
	Prior history record of organized crime infiltration in the industry





Source: J. S. Albanese, Predicting the incidence of organized crime: A preliminary model, in T. S. Bynum (Ed.), Organized crime in America: Concepts and controversies, Criminal Justice Press, New York, NY, 1987.

Mafia infiltration in companies is facilitated not only by the specific traits of the companies themselves but also by certain features of the environment in which they operate. Organized crime primarily targets companies located in small and medium-sized municipalities with limited infrastructure, a significant presence of criminal groups, and few foreign investments. Under these conditions, organized crime finds an ideal humus in which to thrive87.

3.5. Characteristics of financial statements of infiltrated companies

The financial statements of businesses infiltrated by organized crime exhibit common characteristics, as well as performance differences compared to those of legitimate companies. 

Ambrosini et al.88, analyzing 2,082 Italian mafia-connected companies, highlight that their balance sheets share common traits that can be identified through machine learning models capable of recognizing them. This predictive method helps identify early warning signs of potential criminal infiltration.

A first type of insight deriving from their financial statements concerns some features of companies controlled by the mafia. According to Fabrizi et al., these criminal enterprises are generally larger than non-criminal ones in terms of revenue and total assets, and they possess significant financial resources and higher debt ratios compared to legitimate businesses89.

Companies infiltrated by the mafia tend to have higher debt levels and financial leverage90, as well as an increased risk of bankruptcy. They often evade taxes and engage in earnings manipulation practices (particularly by manipulating earnings downward)91, engaging in fraud and other socially irresponsible practices through financial statements92. 

Research shows mixed results regarding the comparison between legitimate and mafia-infiltrated companies in terms of performance93. According to Fabrizi et al.94, there are no significant differences in profitability between criminal and non-criminal enterprises. Other scholars have demonstrated that companies connected to the mafia have higher profitability compared to their peers95. Conversely, Bianchi et al. showed that the profitability of infiltrated firms is lower than that of legitimate businesses, despite their higher revenues and lower labor costs, which is attributed to increased operational costs compared to legitimate companies96. 

The financial statements and accounting records indicate that companies infiltrated by the mafia often use false or inflated invoices to purchase production inputs, thereby diverting money from the business97. 

When the purpose is money laundering, after infiltration, there is a notable increase in firm revenues that is not accompanied by a proportional growth in productive inputs and external financing, which is linked to a reduction in equity98. The rising turnover is partly fictitious, with revenue increases primarily driven by over-invoicing for money laundering purposes. This discrepancy is not matched by an increase in production scale or employment, underscoring the objective of laundering illicit money99. In other words, revenue growth is associated with a similar rise in intermediate inputs, disproportionately more significant than the growth in labor and capital, which remain statistically unchanged compared to the pre-infiltration period. This evidence reveals the artificially inflated revenues to launder illicit proceeds. Using false sales invoices or over-invoicing, the legitimate origin of illegal funds is simulated through complicit firms, commonly known as “Paper Mills” or “Cartiere”. Income taxes are paid on these simulated sales, and VAT is paid on fictitious sales. 

Money laundering also occurs through businesses operating in cash-intensive sectors, characterized by anonymous cash transactions (e.g., restaurants, hotels, retail stores, convenience stores, etc.). This makes it easy to inject illicit money into the banking system as if it were legitimately derived from sales, along with legitimate money100.

Another method for laundering money involves using cash obtained from illegal activities to pay unregistered employees101, and fictitious loans characterized by the absence of documentation between contracting partners, a lack of collateral guarantees, and interest rates that differ from market rates.

Analyzing a sample of 355 firms controlled by Italian mafias in the phase preceding and following the initiation of judicial administration procedure, Ravenda et al.102 identified two types of criminal companies based on their accounting practices used for transactions aimed at money laundering: “real firms” and “shell firms”. These practices cause different cost structures. Real firms, which perform genuine commercial activities while also serving as a cover for illicit transactions, exhibit abnormally high costs for raw materials, goods, and personnel, along with unusually low service costs. This results in a net zero effect on reported operating cash flow (CFO) relative to sales. Shell companies, which operate solely as vehicles for money laundering without engaging in significant activities or operations, have unusually low raw material, goods, and personnel costs, paired with abnormally high service costs, resulting in a negative overall impact on the CFO relative to sales. 

By comparing the balance sheet data of 224 Italian mafia-infiltrated firms confiscated by judicial authorities with those of lawful firms, it has been shown that, in the years before confiscation, these firms manipulated revenue and expense accruals to conceal money laundering. In the years following the confiscation, after the judicial administrator took over management of these companies, no significant difference was observed in the way provisions were managed compared to lawful companies103. 

In recent years, Italy’s measures to combat money laundering have increased the chances that investigators will detect false invoices. As a result, criminal organizations have been compelled to reduce their use of false invoices104 and adopt new techniques for laundering money. These measures include amendments to anti-money laundering laws that have lowered the limit on cash transactions105, the introduction of electronic invoicing, the obligation to trace payments, and the requirement to report suspicious financial transactions to the supervisory authority (in Italy, the UIF – Financial Information Unit of the Bank of Italy) for operators such as banks, financial institutions, post offices, notaries, tax consultants and accountants. We will examine this subject in the following sections, where we examine the new methods used by organized crime to replace traditional money laundering methods and the framework for combating money laundering in Italy.

In the construction industry106, criminal organizations yield profits by leveraging high liquidity, exploiting illegal labor, reducing costs through non-compliance with regulations, and securing public contracts using their considerable coercive and corrupt power107. This is evident from their financial statements, which often exhibit revenue increases that coincide with proportional growth in production inputs and costs, revealing the actual growth of the companies108. The characteristics of enterprises in this sector make them highly vulnerable to infiltration by organized crime109. 

Financial statements of companies infiltrated by the mafia reveal the effects of mafia influence on their performance. Mirenda et al.110 argued that organized crime infiltration has a nonlinear impact on businesses’ performance. Initially, infiltration enhances performance, leading to a significant increase in revenues compared to the pre-infiltration period. However, the strategies adopted by these infiltrated companies focus on short-term profit and asset depletion, resulting in a rapid decline in their financial health. This reveals a narrow view that considers the company mainly as exploitative rather than focusing on its sustainable development. 

3.6. The Italian framework for combating money laundering of illegal funds

This paragraph discusses money laundering in connection with organized crime, although this practice is not limited to the mafia. When carried out by other groups or individuals, the practice involves some specific traits, but these are not addressed in this book due to its focus. 

A significant portion of the illegal funds available to organized crime is reinvested in further illicit activities. However, since these activities do not offer sufficient investment opportunities, some of the illegal profits are laundered through legitimate investments111. 

Money laundering involves legitimizing funds gained through illegal activities112. Europol emphasizes that it enables criminal networks to legitimize or conceal their assets from law enforcement, generate profits, and reinvest illicit funds113.

The United Nations Vienna 1988 Convention Article 3.1 defines money laundering as: “the conversion or transfer of property, knowing that such property is derived from any offense(s), for the purpose of concealing or disguising the illicit origin of the property or of assisting any person who is involved in such offense(s) to evade the legal consequences of his actions”. 

In literature114, three stages of illicit money laundering have been identified:


	Placement, whereby illegal proceeds are introduced into the financial system in such a way as to avoid detection by investigative and supervisory authorities.

	Layering, which involves generating numerous financial transactions to make it difficult to trace the owners of the illicit money.

	Integration, which allows illegal proceeds to be converted into seemingly legitimate earnings.



Criminals cannot use money from illegal activities until they launder it into the legitimate economy, because of the risk of detection by law enforcement and investigative authorities. This is due to the tracking of financial transactions.

In Italy, the likelihood of detecting these transactions has been increeased by the introduction of electronic invoicing, regulations restricting cash-based payments115, and the requirement to report suspicious transactions to the “Unità di Informazione Finanziaria” (UIF) at the Bank of Italy. 

This reporting requirement applies to banks, post offices, financial intermediaries, virtual currency operators, notaries, professionals (especially accountants and tax consultants), gaming service providers, and public administrations, as well as law enforcement agencies such as the National Anti-Mafia Directorate (DNA) and the Anti-Mafia Investigation Directorate (DIA). As a result, this financial intelligence unit, working with investigative and judicial agencies, can effectively detect suspicious financial transactions and initiate investigations to trace illicit sources of funds.

Established at the Bank of Italy in 2007 by Legislative Decree 231/2007, the UIF was created to fight money laundering and terrorist financing. It operates under international rules and protocols that require each state to maintain a Financial Intelligence Unit (FIU) with full operational and managerial autonomy. It collaborates closely with law enforcement agencies and is part of a global network of financial intelligence units, enabling the exchange of crucial information to combat transnational money laundering and terrorism financing. 

Below, we briefly describe the framework116 in Italy that protects society, the economy, and businesses from infiltration by organized crime through money laundering, corruption, extortion, and other illegal activities.

The UIF serves as the recipient of Suspicious Transaction Reports (STRs), which are considered unusual and potentially related to crime, organized crime, or terrorism financing. Legislative Decree no. 90/2017117 places these reporting obligations on a series of entities. These STRs come to UIF from banks, post offices, financial intermediaries, virtual currency operators, notaries, professionals (especially accountants and tax advisors), gaming service providers, public administrations, gambling companies, and law enforcement agencies like the National Anti-Mafia Directorate (“Direzione Nazionale Antimafia” – DNA) and the Anti-Mafia Investigations Directorate (“Direzione Investigativa Antimafia” – DIA). 

In 2018, the UIF issued a document titled “Istruzioni sulle comunicazioni di dati e informazioni concernenti le operazioni sospette da parte degli uffici delle Pubbliche Amministrazioni” guiding public administration offices to identify STRs118. To reduce the subjectivity of these transaction risk assessments, this document offers a series of anomaly indicators related to the entity’s identity and how the transaction was conducted. Specific indicators for different sectors have also been included. Although not comprehensive, these indicators assist operators in identifying STRs, along with other symptomatic elements highlighted by the UIF. Public administrations are also required to verify and report any suspicious transactions to UIF as part of implementing the NRRP (National Recovery and Resilience Plan), known in Italy as PNRR (Piano Nazionale di Ripresa e Resilienza). 

After reviewing the STRs119, the UIF decides whether to forward the information to investigative agencies such as the Italian Finance Police (“Guardia di Finanza”), the Anti-Mafia Investigation Directorate, or judicial authorities when necessary. Investigative bodies notify UIF about their interest level in the reports, enabling this unit to improve the processing of similar cases by distinguishing those that deserve attention from reported transactions that do not. 

When investigative agencies find a discrepancy between an individual’s income and their total assets, the consequences outlined in the Anti-Mafia Code are severe. According to Article 24 of the Anti-Mafia Code, individuals involved in mafia-related criminal proceedings will have their assets seized and confiscated if these assets are disproportionate to their reported taxable income120. This provision also applies to assets obtained from illegal activities or their reinvestments if the person cannot prove their legal origin121. However, it is not allowed to oppose the confiscation order by claiming that the assets have a legitimate origin or that the funds used to acquire them are proceeds or reinvestments from tax evasion122. 




3.7. Money laundering and mafia infiltration in businesses: Evidence from Italy 

This paragraph describes the mafia’s infiltration into the Italian legal economy and legitimate businesses, utilizing information from the UIF’s Annual Report for 2023123, the Audition of the UIF’s Director by the Parliamentary Commission of Inquiry into the Phenomenon of Mafias and Other Criminal Associations, Including Foreign Ones124, the investigations conducted by the Italian Finance Police (“Guardia di Finanza”)125, and the Report for 2023 to the Italian Parliament on the Status of Action to Prevent Money Laundering and Terrorism Financing, prepared by the Financial Security Committee of the Treasury Department of the Ministry of Economy and Finance126.

This information relates to key aspects of this phenomenon, including the estimated total amount of money laundering in Italy, Suspicious Transaction Reports (STRs), and the subsequent investigation and enforcement activities. It also addresses the various types of STRs associated with organized crime, tax evasion, misuse of public funds, corruption, and computer fraud. Moreover, it identifies the most affected regions and sectors by the mafia, the crimes behind these STRs, the significant involvement of foreign criminal organizations in these transactions, and the growing use of advanced technologies, including cryptocurrencies, for laundering illegal proceeds.

A recent study estimates that money laundering globally accounts for 2 percent of the world’s GDP, totaling $1.5 trillion127. This remarkable figure has remained relatively constant over time, with surveys dating back to 2009 estimating it at around 2.7 percent of GDP, totaling $1.6 trillion128.

The Italian Finance Police estimates that the total amount of money laundering transactions in Italy is €3.3 billion annually, while self-laundering amounts to €2.3 billion, resulting in a combined total of €5.6 billion. The UIF of the Bank of Italy estimated that the value of money laundering in Italy from 2018 to 2022 was approximately 1.5 to 2.0 percent of the country’s GDP. In 2023, the UIF analyzed 151,578 STRs, with a total value of €103.4 billion129.

The STRs are very important for later investigative and enforcement activities, as 89.3% were forwarded to investigative bodies. This shows the improved quality of these reports over time, thanks to collaboration between the UIF and those required to submit them, along with the UIF’s publication of new anomaly indicators that took effect at the beginning of 2024130. 

These STRs primarily focus on tax-related crimes, bribery, and misappropriation. In our country, many cases involve the improper receipt and misuse of publicly guaranteed financing, funding from PNRR, and construction bonuses. Analysis of crimes linked to suspicious transactions reveals that funding for corruption in public procurement and supplies to public administration131 primarily originates from tax evasion and avoidance. 

The Report to the Italian Parliament on the Status of Action to Prevent Money Laundering and Financing of Terrorism, prepared by the Financial Security Committee of the Treasury Department of the Ministry of Economy and Finance132, highlights that in Italy in 2023, anti-money laundering investigations under Legislative Decree No.231/2007 led to the indictment of 4,069 individuals for crimes under Articles 648-bis (Money Laundering), 648-ter (Use of Money, Goods or Benefits of Illicit Origin) and 648-ter 1 (Self-Money Laundering) of the Criminal Code. Two hundred eighty-seven of these individuals were arrested, with property and assets worth over €867 million seized. This report outlines the various criminal activities that contribute to the financial resources involved in money laundering and self-laundering. These proceeds originate from crimes such as tax fraud, which is linked to false invoicing and illicit payments for non-existent credits, often facilitated by tax consultants. Other offenses include embezzlement, serious fraud aimed at obtaining public funds, usury, abusive financial practices, extortion, bankruptcy, corporate crimes, fraudulent asset transfers, receiving stolen goods, counterfeiting, bribery, and smuggling.

Money laundering in our country is not solely due to organized crime interests. More than 18 percent of STRs are closely related to organized crime, as they involve individuals connected to the mafia, according to findings from the information exchange with the National Anti-Mafia Directorate (“Direzione Nazionale Antimafia” – DNA). Additionally, 16 percent of reports are potentially linked to organized crime. There are also reports tied to tax evasion, which account for 19 percent of the total flow of reports, along with those related to the misuse of public funds and corruption. The 2023 Annual Report highlights that reports related to tax crimes often facilitate the laundering of proceeds from various other crimes perpetrated by organized crime groups. 

STRs generated by businesses and individuals involved in companies connected to mafia activities or those of interest to judicial authorities, particularly the National Anti-Mafia Directorate, or identified as under investigation for mafia crimes, according to press reports, were categorized as potentially linked to organized crime. Based on this information, the UIF Annual Report for 2020 estimated that over 106,000 businesses were potentially linked to organized crime, representing about 2 percent of the total number of registered companies in the business registry from 2005 to 2020133. These businesses were mainly concentrated in Calabria, Campania, and Sicily, although the highest financial transactions also came from companies in central and northern Italy134. In 2023, 18 percent of these reports were related to Lombardy, 14.5 percent to Campania, 12.6 percent to Lazio, and 6.3 percent to Sicily. Rome (10.3 percent), Milan (9.8 percent), and Naples (9.7 percent) are the top three provinces in terms of the concentration of suspicious transactions linked to organized crime. STRs are concentrated not only in southern Italian regions but also in northern and central provinces, particularly Rome, Milan, and Brescia. 

STRs related to organized crime are mainly concentrated in the retail and wholesale sectors of consumer goods, as well as ICT (Information and Communication Technology), construction, and financial services. Regarding money laundering, the gaming and betting sector is particularly significant, accounting for 5 percent of the total STRs, with individuals of interest to the National Anti-Mafia Directorate (DNA) involved in 42% of cases. The renewable energy sector is also noteworthy, with numerous transactions involving land purchases for photovoltaic system installations. When discussing the sectoral distribution of suspicious transactions, the report references a recent study indicating that the highest incidence is linked to sectors such as retail distribution, construction, transport and logistics, waste collection and disposal, and electricity and gas supply. Moreover, the interest of mafia syndicates in bidding for state property concessions is confirmed, often through complex contractual dealings and the involvement of ad hoc criminal companies. 

3.8. Strategies of criminal firms in the Digital Era: Internationalization, diversification, specialization, networking, and digital innovation 

Internationalization and diversification, along with the increased use of advanced technologies, are strategies employed by criminal organizations not only to evade law enforcement and judicial investigations but also to increase their chances of laundering growing amounts of illegal money and generating profits, especially since opportunities to invest this money in the local economy are limited.

The globalization of criminal organizations has adopted characteristics similar to those of legitimate multinational companies, with operations distributed globally135. They operate on a multinational scale to exploit commercial opportunities wherever they arise. One example is the Mexican drug cartels, which operate as global companies that expand when opportunities arise to broaden their customer base136. Like legitimate businesses, criminal enterprises tend to consolidate a national base of operations before expanding abroad, starting with trade, followed by foreign direct investment, the creation of overseas subsidiaries, and the formation of alliances. Other unions, such as Black Axe, based in Nigeria, are “born global,” as they aim to exploit opportunities in multiple countries from the outset137.

The geographic spread of organized criminal groups in central and northern Italy no longer meets their expansion goals, nor does it provide enough opportunities to launder the large amounts of illegal money they generate. These criminal groups are increasingly capturing a larger share of global activities, expanding their operations beyond traditional areas, and infiltrating legitimate markets in regions with no history of mafia presence138. 

The significant internationalization of Italian organized crime activities is also evident indirectly, as 40% of money laundering cases involved foreign financial counterparts139. 

The UIF reveals that Italian clans are increasingly partnering with criminal organizations from other nations, each specializing in different areas of illegal activity while utilizing advanced technologies. Investigations conducted by the Guardia di Finanza, also prompted by the STRs, reveal that Italian organized crime collaborates with criminal organizations from other countries, each specializing in one or more areas of illicit activity. Transnational financial transactions related to drug trafficking are often facilitated by Chinese operators, who enable the virtual transfer of funds abroad through a system of informal clearing between “correspondent” entities. These new operational methods of organized crime in the drug trafficking sector will be discussed below. The Nigerian mafia appears to be linked to reports of computer scams, including phishing, business email compromise, CEO fraud, online trading fraud, romance scams, and charity scams. Furthermore, there are reasons to suspect potential collaboration with various foreign criminal organizations involved in migrant trafficking.

The FBI reports that in the United States of America, the Italian Mafia is infiltrated and actively collaborates with other international criminal groups in drug trafficking, money laundering, illegal gambling, political corruption, extortion, kidnapping, fraud, counterfeiting, murder, attacks, arms trafficking, and infiltration of legitimate businesses140. 

The growing internationalization141 does not only concern the Italian mafia groups but also other criminal organizations across European countries. According to Europol’s 2017 report, the number of internationally active Organized Crime Groups (OCGs) in the EU rose significantly from at least 3,600 in 2013 to around 5,000 by 2017. This growth can be attributed to two main factors: improved investigative methods that have enhanced detection and the rise of smaller, internet-based criminal networks that operate without the need for a large physical presence or manpower142. Europol Report for 2021 shows that almost 70 percent of organized crime networks operate in more than three countries143, while 20 percent are active in over seven countries144. In Europe, nearly two-thirds (65 percent) of criminal groups comprise members from various nationalities. This multi-ethnic composition is significant due to the role of nationality and ethnicity in facilitating international collaboration among these criminal groups145. 

The 2017 Europol report shows that 30-40% of international groups adopt flexible networking strategies with other groups. These strategies are implemented on a case-by-case basis, depending on the activities to be carried out, and are temporary, as these collaborations often end once the activity for which they were created has ended. This organized crime networking strategy, however, does not apply to all criminal activities but is specific to cybercrime. 

To address the supranational issue of organized crime, the European Union created Europol in 2000. This law enforcement agency assists EU member states by providing a wide range of information services, analytical support, and estimates related to crime and terrorism across Europe. Through its collaborative efforts, Europol enhances the capacities of individual countries to fight and prevent criminal activities that transcend national borders, facilitating a more coordinated response to organized crime and helping member states share intelligence and resources effectively.

The UIF Annual Report for 2023146, highlights how foreign entities operating within our country are partnering with their Italian counterparts to transfer funds overseas, primarily to Asian countries, occasionally to Eastern European countries. The scheme is the following: a company receives invoices for nonexistent purchase transactions from shell companies, known as “Paper mills” or “Cartiere”. In exchange for the fictitious costs, they make transfers on behalf of these companies. These shell companies transfer part of the supplies to a network of numerous individuals and entities, which collect the sums received via bank transfer, and later return the cash to the criminal organization. The money sent abroad, typically to foreign bank accounts of companies, is subsequently reintroduced into the national territory through so-called “Money mules” or “Spalloni” and returned in cash to the criminal organization after deducting the commissions owed to the foreign organization.

In recent years, criminal organizations have changed their methods for money laundering in response to a series of anti-money laundering measures, particularly those related to electronic invoicing, the traceability of financial transactions, and the reduction of cash transaction limits. These measures have created an external shock that has reduced the use of false invoices for laundering illicit money through companies and diverting funds from them147. 

Criminal organizations also use a secret banking system to transfer large amounts of illicit money secretly, called “hawala”, an informal banking system of Islamic origin. This method of money transfer relies on the absence of a paper trail and mutual trust between intermediaries in the network. No documents are exchanged between intermediaries; transactions and payment commitments depend solely on honor. To illustrate how this system works, an example is helpful. When a drug trafficker needs to pay a drug cartel, he gives the owed amount to a broker in the shadow banking network. The broker then contacts another broker within the laundering network in the country where the payment is to be made, and this second broker pays the drug cartel. The two brokers agree on the fees for the transaction and the exchange rate if the transfer involves different currencies. No money is exchanged between the drug traffickers and the drug cartel. The two brokers in the network settle their credit relationships by purchasing a batch of goods for an equivalent amount or by offsetting previous debts and credits.

These groups also diversify by criminal lines of business, not just by geographic area. Approximately 40 percent of the OCGs are active in multiple criminal fields of activity148.

The mentioned UIF Annual Report for 2023149 shows that organized crime is increasingly adopting new money laundering techniques that make it more difficult to trace the illicit origins of funds. In addition to the previously mentioned traditional methods, organized crime increasingly employs innovative and complex techniques, such as:


	Corporate shielding through trust companies, trusts, or patrimonial funds complicates the tracing of illicit funds.

	Foreign organized crime groups manage the distribution of money remittances sent abroad, either through official transfer methods or informal channels known as underground banking.

	Fictitious commercial transactions, such as over-invoicing and under-invoicing, are used to facilitate legitimate money transfers, commonly referred to as trade-based money laundering. 

	Investment crowdfunding platforms also contribute. 



In the digital era, the mafia uses the most advanced technologies and has widely infiltrated the legal economy and legitimate businesses to hide criminal activities and illicit profits and for money laundering150. 

Criminals are skilled at using digital technologies because they are digital natives. Almost all criminal activity today incorporates some element online, and some phenomena have moved entirely to digital technology. Online marketplaces on both the surface web and the dark web provide access to illicit goods and services. Digital platforms, social media, and instant messaging services also facilitate encrypted communications for networking and payment solutions151. The ability to promptly grasp technological developments in the financial system and exploit them to one’s advantage is demonstrated through digital platforms employed for financial and payment services, as well as access to public facilitation measures152. 

The technological leap of the mafia is confirmed by the massive use of cryptocurrency purchases to launder the proceeds from collaborations with foreign mafias153. Purchasing cryptocurrencies complicates the identification of the beneficial owner and the source of the funds. Consequently, they are also used for illegal activities such as money laundering and buying narcotics or goods of unlawful origin. These innovative tools are also used to launder substantial amounts of illicit money in our country. The mentioned UIF Annual Report for 2023 highlights an international money laundering operation conducted in Naples by an organization that offered clients the opportunity to invest illicit proceeds abroad, including in cryptocurrencies. Between 2018 and 2023, this operation transferred over €2.6 billion, with €1.5 billion linked to Italian clients and involving more than 6,000 customers. 

Moreover, organized crime is no longer limited to typical mafia crimes and now includes cybercrime, migrant smuggling, organized property crime, and the trafficking of human beings. Drug trafficking, human trafficking, and migrant smuggling remain the main markets, offering the most significant profits and attracting the largest number of criminal organizations. However, according to the 2017 Europol Report, there are emerging markets, such as online trade in illicit goods and services, that look very promising as they could eclipse traditional markets in terms of profits generated in the future154.
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4.
The Effect of Mafia on Firm Performance in Italy 

4.1. Negative externalities of the mafia on legitimate businesses

Companies infiltrated (or controlled) by the mafia gain an unfair competitive advantage over legitimate businesses by selling at unprofitable prices to launder large amounts of illicit capital, exploiting the protection of organized crime1, and engaging in illegal practices such as paying lower wages, tax evasion2, and non-compliance with environmental and safety regulations3. This distorts market rules and competition, causing a misallocation of resources4.

Mehlum et al. demonstrate that predatory practices, such as extortion by criminal organizations, are emerging in developing countries, reducing business profitability and investment. As a result, these economies can become trapped in a vicious cycle of poverty and predation, from which poor society with a high number of new entrepreneurs can emerge5.

Legitimate businesses face various negative constraints imposed by organized crime, such as the costs associated with paying large sums to extortion rackets6. Entrepreneurs are often forced to apply a markup to recoup the “pizzo” paid7, making them less competitive than others who aren’t subject to extortion. Extortion also increases their need for liquidity, which increases debt8 and financial costs, thereby reducing their income.

La Rosa et al.9 highlight how paying extortion rackets can lead to a company’s involvement with illegal networks, resulting in legal consequences (when law enforcement discovers these relationships), as well as those deriving from the inherent instability and turbulence of these relationships, which can trigger conflicts10. However, paying protection money can also have positive effects, such as obtaining favors from corrupt public officials, resolving disputes without resorting to the legal system, and gaining advantages over legitimate companies in competition11. On the other hand, refusing to pay protection money and joining anti-racketeering groups can lead to positive outcomes like better cooperation with other companies in the network and an improved reputation, which acts as a kind of reward from society. Meanwhile, companies that agree to pay the racket often see their reputation decline12. To verify whether anti-mafia entrepreneurial behavior improves the performance of enterprises, researchers compared the results of firms that adopt such behavior by refusing to pay protection money and publicly declaring their decision by joining an anti-mafia association (specifically, Addiopizzo) with neutral firms. The latter were selected using a matched-pair study design, which compared the performance of anti-mafia firms with other firms that were as similar as possible, except for anti-mafia behavior. In the neutral group, those who pay protection money were estimated to be more numerous than those who do not. This comparison demonstrated that, in the short term, the negative impacts on performance from deciding to join an anti-racketeering group outweigh the positive ones. Issues such as retaliation and difficulties in managing colluding or intimidated individuals appear to drive this effect.

La Rosa et al. also investigated the determinants of anti-mafia entrepreneurial behavior by comparing a sample of 116 Southern Italy SMEs that publicly opposed mafia extortion (anti-mafia firms) with a control group selected using a matched-pairs design. This study highlighted how both financial (ROCE and bank debt) and governance variables (concentration of ownership and the number of shareholders) are significant determinants of anti-mafia entrepreneurial behavior, while demographic variables are not significant. Adopting anti-mafia entrepreneurial behavior has a negative relationship with ROCE and a positive relationship with the amount of bank debt. At the same time, it is more likely when ownership is concentrated and shareholders are few13.

Legitimate companies also incur other costs from theft or damage to goods, deriving from revenge for refusing to pay14, and security expenses15. 

A further negative influence arises from legal businesses being forced by organized crime to purchase inputs from suppliers colluded with criminal organizations16, and to hire people connected to criminal groups, even if they are not necessary or lack the skills and abilities needed. This form of conditioning of legitimate enterprises aims to increase the mafia’s power and consensus in the territory.

Businesses’ need for liquidity also raises, which increases debt and financial costs.

The theory of community social capital explains how crime increases the cost of doing business for legitimate enterprises by affecting the foundations of social capital in communities, such as trust, community identification, collaboration, and support17. Organized crime makes the business environment less safe, increases uncertainty18 and risks, and reduces trust between economic agents and the propensity of enterprises to network with one another19. 

By degrading the quality of the institutional and socio-economic environment, affecting government effectiveness, property rights security, judicial system efficiency, and increasing corruption levels, organized crime harms the reputation of the areas where it operates. This reputational damage affects social capital by reducing the attractiveness of foreign investment and foreign companies20 and creates serious negative externalities for companies, new businesses, and startups21. Research has shown that a good reputation of the area in which new firms and startups are located plays a crucial role in reducing their inherent vulnerability22. The fear of the mafia undermines trust and hampers new businesses’ efforts to build a reputation and obtain the resources they need for survival and growth. Stakeholders, especially financiers, investors, suppliers, and other companies, consider it very risky to give trust and provide resources to a company operating in an area with a poor reputation due to a high level of organized crime presence. 

The fear of crime also impacts companies’ investment proclivity23 and their level of innovation24. Investment in R&D is also discouraged25. Conversely, a strong rule of law, resulting from the effective functioning of judicial institutions and law enforcement, increases the intensity of innovation in patent activities in Italian provinces26 and European regions27. Organized crime also discourages young people (and/or their parents) from investing in human capital and local companies from hiring those who decide to make this investment28.

In areas with a high presence of organized crime, the cost of debt is higher due to the increased security and protection costs incurred by banks29. The higher credit risk induces banks to reduce their propensity to grant loans not backed by collateral30. 

Due to these negative externalities, some legitimate companies operating in regions with a significant mafia presence leave the market, and new businesses face a formidable barrier to entry31. Consequently, firms controlled by the mafia often achieve monopolistic positions in the market32.

The literature highlights that legitimate businesses may, in some cases, engage in tax evasion33 and profit management practices to survive competition from criminal enterprises34. This constitutes another negative effect, albeit indirect, of organized crime on the economy and society, as it triggers the spread of criminal activities to some companies that were previously operating within the law.

Organized crime can sometimes provide specific “advantages” to some companies, such as easier access to financing, quicker bureaucratic processes, and reduced competition. This phenomenon is referred to as “proximity propagandistic criminal welfare”35.

4.2. Organized crime and firms’ profitability in Italy: An analysis of the Bank of Italy’s INVIND Survey

In this section, we summarize the findings of an analysis focused on firm-level characteristics relevant to understanding the impact of crime on businesses in Italy. 

We conduct this analysis using the Bank of Italy’s “INVIND survey”36. This resource offers a comprehensive dataset of approximately 3,000 firms from Italy’s industrial and service sectors, providing detailed insights into firm-specific attributes, including size, sector, location, ownership type, and internationalization, as well as perceptions of organized crime. The crimes captured in this survey, such as perceived threats, extortion attempts, and coercive practices, reveal the presence of organized crime because they are typically carried out by mafia-type organizations. This dataset includes several proxies that are useful for analyzing how perceived crime affects firms’ operations and profitability. 

We accessed the dataset through the Bank of Italy Remote Execution System, a secure platform that allows researchers to process data without direct access. This system protects the privacy of respondents to the questionnaire used for data collection. 

The analysis revealed significant regional differences. Firms in Southern Italy reported higher perceived risks of organized crime, while the perception of the mafia remains more uniform across other regions. 

We have found a strong negative correlation between perceived crime levels and corporate income, particularly in Southern Italy. 

The survey also enables the assessment of potential adverse effects on businesses operating in areas with a high presence of crime, including difficulties in accessing formal financial services, unfavorable financing conditions, and increased uncertainty in business transactions.

Further interesting findings emerged regarding how the mafia conditions businesses in various sectors.

The service sector is particularly vulnerable to usury, especially in Southern Italy. Crime mainly infiltrates partnership companies, which are subject to fewer controls because they are not required to publish financial statements and other information about corporate governance and ownership.

Another form of aggression perpetrated by the mafia against companies is the acquisition of companies at non-market prices. It affects all sectors, although it is less common in the real estate and information and communication technology (ICT).

Extortion mainly impacts smaller businesses, especially those with fewer than 50 employees, in Southern Italy.

Cooperatives are less vulnerable to organized crime infiltration than other businesses. Possible reasons include the accountability requirements imposed on these organizations, which make it difficult to conceal financial transactions. Another potential cause is the fragmentation of capital among numerous members, each with one vote in meetings, which prevents organized crime from identifying who controls the company and from exerting intimidating influence over them.

Exporting companies do not show a greater perception of the mafia compared to other companies, but they suffer more from usury.

4.3. The impact of organized crime on the profitability of high-growth startups: The case of Italian Gazelles

The literature demonstrates that negative externalities in areas with a strong mafia presence hinder entrepreneurial initiatives37 due to the fear of incurring additional costs and risks38. Organized crime also affects decisions to start businesses by reducing profit expectations39 and increasing the risks of starting a new venture40. However, scholars have not investigated the effect of crime and organized crime on the performance of startups. 

To fill this gap in the literature, we investigated the negative conditioning exerted by organized crime on the performance of Gazelle enterprises, a typology of high-growth startups41. The effect on performance was measured in terms of operating profitability, calculated with the ROA (Return on Assets) ratio, which is widely used as a performance indicator for SMEs42 and high-growth companies43. 

We chose to examine the impact of the mafia’s presence on the operating profitability of these gazelles, rather than on all new businesses or innovative startups, because gazelles are highly sensitive to the quality of their context. Literature has shown that firms grow at high rates in the early stage by exploiting valuable resources44 present in their environment, including intangible assets such as knowledge45, human capital46, and technology spillovers47. These intangible assets are also crucial for the resilience of these gazelle startups48. They are not uniformly distributed across contexts and are mainly concentrated in regions with high-quality institutions, where crime and corruption are low. Furthermore, elevated levels of education, which fuel the human capital present in the context, are generally associated with lower crime rates, as they enhance opportunities for legal employment49. This is because regions with significant investment in research, innovation, and human capital offer legal earning opportunities to firms50. In contrast, these intangible resources are often scarce in contexts with low-quality institutions where the presence of crime and corruption is high. Weak institutions are frequently associated with high crime rates due to ineffective law enforcement, corruption, and a lack of trust in the legal system51.

Adverse effects stemming from the presence of organized crime on the operating profitability in terms of ROA (Return on Assets) of these Gazelles, assessed indirectly through the “rule of law” index, a composite metric at the provincial level52. By incorporating this index into our econometric model, we assessed how the rule of law influences the performance of Gazelles in areas affected by organized crime53. 

Although the literature shows that startups underperform in regions with weak legal protections54, no studies have examined the relationship between organized crime and high-growth startups. A relevant presence of organized crime negatively impacts companies’ willingness to invest in innovation and R&D55. 

For this reason, we hypothesized that the performance of Gazelles is negatively affected by the presence of organized crime in their context, given that the growth and results of these startups depend heavily on investments in innovation and R&D. This hypothesis is far from obvious, given that, as we have already said in paragraph 4.1, some studies demonstrate that some law-abiding companies operating in proximity to mafia companies benefit some “advantages” (“proximity propagandistic criminal welfare”) such as easier access to financing, quicker bureaucratic processes, and reduced competition56.

These enterprises represent a small percentage of new businesses that grow rapidly in the early stages. In Italy, approximately 1%, according to ISTAT. The sample selection was made considering the new Italian companies founded in 2014 that obtained the Gazelle status in 2018 or 2019 (i.e., the five-year cohort from 2014 to 2019).

To allow comparison with the existing literature, the sample was selected using the size and growth thresholds specified in the following definition of a Gazelle firm from the Eurostat-OECD Handbook on Business Demographic Statistics57 (Eurostat-OECD, 2008), which is increasingly used by scholars58: 


gazelles are “All enterprises up to 5 years with an average annualized growth of more than 20% per annum, over a three-year period… Growth can be measured by the number of employees or by turnover”. The Eurostat-OECD Manual recommends setting a minimum size threshold of 10 employees at the beginning of the three-year growth period to prevent the growth of small businesses from distorting results. This minimum size threshold effectively excludes marginal firms. 



We excluded companies classified under NACE Rev2 in sectors represented by the letters “K” for Financial and Insurance Activities (64-66) and “O” for Public Administration, Defense, and Compulsory Social Security (84), because firms in these sectors use different financial statement schemes than others, including them in the analysis would have distorted the results. Furthermore, cooperatives and consortia were excluded from the sample as they are non-profit organizations, which makes it meaningless to evaluate their performance in terms of profitability.

Based on the above criteria, the dataset included 1,144 gazelles, and 6,864 observations were analyzed from 2014 to 2019.

We analyzed the financial statements of these companies from the Aida Bureau Van Dijk database to assess the impact of organized crime on the operating profitability of Gazelle startups, measured by ROA (Return on Assets). As previously mentioned, the presence of the mafia in each region was assessed indirectly using the composite indicator “rule of law”59.

Additionally, the model considered the industry variable in which gazelles operate due to the sector’s influence on company profitability. Finally, the purchasing power of citizens was analyzed through the logarithm of per capita income tax and year dummy variables.

The study underscored how gazelles’ operating profitability is positively influenced by mutual proximity and negatively impacted by the perception of crime in their respective contexts. Our study also examined the positive effects of mutual proximity on the performance of these high-growth startups, deriving from knowledge and technology spillovers between companies located in proximity to each other60.

In another ongoing study, we demonstrated that organized crime and corruption distort competitive processes and market prices, impacting companies’ profitability and the opportunities for new ventures to evolve into high-growth startups differently in each region of Italy. These findings emerge from an empirical analysis using the Gazelle Transformation Index (GTI) as the dependent variable in a WLS panel regression model61. This result highlights the importance of transparent institutions and a robust legal framework for fostering entrepreneurship.

These studies are relevant because new firms and startups play a crucial role in growth, especially in developing countries62. 




4.4. The effect of organized crime on firms’ technical efficiency in the civil engineering sector in Italy

Literature has shown that organized crime negatively affects productivity63, productivity growth64, labor productivity65, and technical efficiency66 in legitimate businesses.

Forgione and Migliardo67 investigated the impact of organized crime on the technical efficiency of Italian civil engineering firms. 

This study is valuable for several reasons. First, the Italian Anti-Mafia Investigation Directorate has identified the civil engineering sector as highly vulnerable to mafia infiltration because of its heavy reliance on public procurement and the widespread use of subcontracting. Second, it is among the sectors most vulnerable to racketeering and unfair competition by organized crime68. Furthermore, the civil engineering sector plays a vital role in the economy, representing about 9% of EU GDP (around 8% in Italy). 

This study is based on a survey of a sample of 2,415 Italian companies operating in the civil engineering sector, extracted from the Aida database of Bureau van Dijk, and analyzed from 2014 to 2019.

By integrating their mafia composite indicator (CI) at the municipal level with Stochastic Frontier Analysis (SFA)69 and a Primal SFA approach70, the latter to assess technical and allocative inefficiencies and detect cases of input misallocation, Forgione and Migliardo highlight how organized crime harms firms’ technical efficiency. The well-known Cobb-Douglas function is considered by the authors to compute the maximum achievable output (denoted as value-added) given a set of specific deployable inputs (number of employees and capital stock). 

Secondly, the Primal SFA is introduced to estimate inefficiencies in the allocation process and identify instances of undeployed inputs. It is noteworthy that the authors use value-added as a proxy for firms’ output value.

Companies operating in areas with a high presence of mafia tend to be less efficient in their labor use, which raises production costs. Inefficiency comes from hiring workers linked to criminal groups, leading to increased security expenses. This results in lower productivity and skills among workers, causing a decline in the technical efficiency of these companies. 

To mitigate these adverse effects on the productive efficiency of firms, the authors recommend adopting, especially in areas with significant criminal infiltration, transparent hiring practices, reliable labor certification, checks on workers’ criminal records, and incentives for firms to invest in capital-intensive technologies that are less vulnerable to mafia infiltration.

The mafia’s tendency to concentrate within specific geographic areas led to considering potential spatial interdependencies (or spillovers) that affect the technical efficiency of firms due to their proximity to criminal groups. To avoid distortions, a robustness check of the estimates was performed through an additional SFA focusing on neighborhood effects.

Spatial analyses reveal that the negative impact of organized crime on firms’ technical efficiency extends beyond municipal borders. Firms located near areas with a relevant mafia presence often suffer problems affecting supply chains, reputation, and distortions of local markets. This “contagion effect” demonstrates that organized crime is not a localized problem but impacts the market on a regional scale. Therefore, coordinated law enforcement initiatives are crucial. 

This study also highlights that good-quality institutions can mitigate the negative effects of organized crime, as the empirical analysis includes a further indicator developed by the authors to control for this background factor at the jurisdictional level of the justice of the peace. Therefore, it is crucial to enhance the efficiency of institutions and the rule of law, introduce transparent regulations for public procurement, effective anti-corruption measures, and rigorous institutional supervision of subcontractors and public works. Although this research focuses on a single sector and national context, the policy implications and methodological insights have broader relevance.

The four methods discussed were developed to create a more precise and comprehensive framework for evaluating the impact of organized crime on firms’ technical efficiency. This involved assessing the determinants of firms’ technical efficiency, along with potential issues like misallocations, endogeneity, and spatial effects.
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5.
From Mafia Control to Legality. Planning and Management Control in Judicial Administration 

5.1. Introduction

This chapter aims to describe the Judicial Administration procedure within the Italian legal system, focusing on specific aspects of the judicial administrator’s activities, aiming to manage the transition of seized businesses to legality. These aspects involve assessments that require the use of principles, methodologies, and tools specific to business management, such as planning, management control, and reporting. The latter can help mitigate the risks associated with this process, which is critical for the survival of businesses, as emphasized by the National Agency for the Administration and Destination of Assets Seized and Confiscated from Organized Crime.

This is therefore a theoretical and conceptual chapter that introduces the following Chapter 6, which presents the results of empirical studies conducted by the project’s research units and other scholars in the literature on the effects of removing the mafia on the performance of companies under judicial administration, their competitors, and family businesses, in the period after this procedure begins.

The framework thus reflects the logical structure – comprising theory and practice – that underpins the book. It also supports the logical flow of chapters 3, which examines mafia infiltration into the economy and businesses from a theoretical perspective, and 4, which details the results of empirical research on the impact of organized crime on business performance.




5.2. Judicial administration in the Italian legal framework

Article 19 of Legislative Decree No. 159/2011 (the so-called Anti-Mafia Code) grants the Public Prosecutor, the Police Chief, and the Director of the Anti-Mafia Investigation Directorate (DIA – Direzione Investigativa Antimafia) the authority to investigate the living conditions, financial resources, assets, and economic activities of the suspected mafia member, their spouse, children, cohabitants, and the natural or legal persons who directly or indirectly control them, over the past five years. After the investigation, they must submit a request to the court, which may order the seizure and confiscation of these assets if deemed to be of illicit origin.

Seizure is a precautionary and provisional measure that targets assets directly or indirectly available to the person for whom the application of a preventive measure is requested, “when their value is disproportionate to the declared income and the economic activity carried out”, or when there is sufficient evidence to believe that the assets “are the result of illegal activities or constitute the reinvestment thereof” (Article 20, Anti-Mafia Code).

During the hearing, the applicant may present their arguments. Afterwards, no later than one year and six months after the assets have been taken into possession by the judicial administrator, the court will issue the confiscation order (the deadline can be extended for up to one year).

Article 24 of the Anti-Mafia Code states that “The court shall order the confiscation of seized assets whose legitimate provenance the person against whom the proceedings are being brought cannot justify, and whose value, including through a proxy, the person is the owner of or has access to for any reason, is disproportionate to their income, as declared for income tax purposes, or to their economic activity, as well as assets resulting from illegal activities or the reinvestment of those activities. In any case, the prosecuted person may not justify the legitimate provenance of the assets by claiming that the money used to purchase them is the proceeds or reinvestment of tax evasion”.

Confiscation is a preventive measure designed to remove from the legitimate economy assets of illegal origin that are directly or indirectly linked to individuals considered socially dangerous.

When a seizure involves companies, the judicial administration procedure (hereinafter referred to as JA) is initiated. In the Italian legal system, JA is a process governed by Legislative Decree No. 159/2011 (the Code of Anti-Mafia Laws and Prevention Measures), as amended and supplemented. The goal of JA is to ensure the continuity and employment of companies seized from organized crime by restoring the legality of their operations.

When a business operates as a sole proprietorship, the judicial administrator steps in for the entrepreneur who has been dismissed. In a corporate structure, after obtaining authorization from the appointed judge, the court-appointed administrator must call a shareholders’ meeting to dismiss the current administrators and may also appoint new ones they trust.

According to Article 36 of the Anti-Mafia Code, the judicial administrator is required to submit a detailed initial report within 30 days of their appointment. In the third paragraph of Article 36, when justified reasons exist, the delegated judge may extend this period, but not beyond 90 days. After this report, they must prepare periodic reports on the administration at intervals determined by the judge, which are also sent to the National Agency for the Administration and Destination of Assets Seized and Confiscated from Organized Crime (ANBSC – Agenzia Nazionale per l’Amministrazione e la Destinazione dei Beni sequestrate e Confiscati alla Criminalità Organizzata).

This report must include:


	1.The description, status, and consistency of individual assets or companies.

	2.The estimated market value of the assets as assessed by the administrator.

	3.Any third-party rights regarding the seized assets.

	4.In the case of a company’s assets, any documentation found and discrepancies between inventory items and accounting records must be highlighted.

	5.The most effective and profitable strategies for managing seized assets.



Whether the seizure concerns shareholdings that do not ensure control or significant influence over the ordinary shareholders’ meeting, as specified in Article 2359 of the Civil Code, the Court issues directives to the judicial administrator for managing these shareholdings (paragraph 1-septies, Article 41). 

When this proceeding involves companies or controlling shareholdings – those that hold a majority of votes in the ordinary shareholders’ meeting – or sufficient votes to exert dominant influence over the shareholders’ meeting, Article 41 states that the judicial administrator, following the initial report and within three months of appointment – which may be extended to six months by the delegated judge for justified reasons – must submit a detailed report to the delegated judge and the National Agency for the Administration and Destination of Assets Seized and Confiscated from Organized Crime (ANBSC). This report includes the following elements:


	a)Additional data supplementing the information provided in the report under Article 36, paragraph 1.

	b)The company’s financial statements, along with a detailed and estimated evaluation of its assets.

	c)A detailed analysis of the feasibility of continuing or restarting the business (if it has been suspended) must consider several factors such as the characteristics of the company, the relationship between the removed administrator, their family members, and the company, the nature of the business and its management, the operating environment, the employed and required workforce, the production capacity, the company’s target market, and the costs associated with the legalization process. If the judicial administrator recommends continuing or resuming operations, he or she must attach a program to the report that details a description of the methods and timelines for implementing the proposal. This program must, with the authorization of the delegated judge, be accompanied by a report from a qualified professional as required by law1, certifying the accuracy of the company’s data and the feasibility of the plan while considering the possibility of utilizing the incentives and measures outlined in Article 41-bis.

	d)An estimate of the company’s market value, considering the costs related to the legalization process.

	e)A list of activities requiring specific authorizations, concessions, or enabling titles.



The judicial administrator also provides:





	A list of creditors and individuals holding real or personal rights, usufructs, or guarantees concerning the seized assets.

	Details of credits associated with commercial relationships that are essential for the continuation of the business, as well as those related to terminated relationships.

	A list of individuals who are currently or have previously been employed by the company, detailing the nature of their employment relationships and identifying those deemed essential for business continuity.



5.3. The judicial administrator’s report on the prospects for continuity of the seized companies

According to Article 41, letter c), the judicial administrator’s report must include a detailed analysis of the feasibility of continuing or resuming operations of the seized business if the company’s activity has been suspended. 

This assessment examines key elements essential for understanding the characteristics of the seized enterprise. These include the attributes of the seized company, the context in which the business operates, the relationship between the removed leader, their family members and firms, the nature of the activities performed, the current workforce, along with any additional labor that may be necessary, production capacity, the market, and the costs associated with the legalization process.

According to the guidelines on the judicial administration of seized and confiscated assets issued by the Italian National Council of Chartered Accountants and Accounting Experts (CNDCEC – Consiglio Nazionale dei Dottori Commercialisti e degli Esperti Contabili), the judicial administrator’s report must analyze the following aspects of the seized company:


	The ability of the seized company to continue operations even after the removal of organized crime.

	Typical revenues and costs of the company.

	Organizational structure.

	Administrative compliance.

	Existence of any disputes (civil, fiscal, administrative, etc.).

	Typical financial flows.

	Relationships with financial institutions.

	Potential critical issues. 



Examining these aspects will enable the judicial administrator to evaluate the company’s ability to continue operations after eliminating mafia influence2.

If the judicial administrator determines that the conditions for continuity are met, they must submit a proposal to the delegated judge for the continuation or resumption of the business. This proposal must include a program that describes how and when it will be implemented. A report from a qualified professional who meets legal requirements must verify the reliability of the business data and the feasibility of the program3. 

Based on the findings presented by the judicial administrator in their report, the judge will decide in chambers, with the participation of the public prosecutor, the parties’ legal representatives, the agency, and the judicial administrator. This decision will determine whether to continue or resume the enterprise’s operations and the associated implementation program. The decision is formalized through a reasoned decree issued by the court, which approves the program prepared by the judicial administrator. (Article 41, paragraph 1-sexies)4. 

The judicial administrator’s evaluation of the company’s prospects for continuing operations under the law involves estimating emerging legalization costs and administrative procedure expenses, as well as lost profits resulting from the removal of support from organized crime, which makes the evaluation challenging. 

5.4. From mafia control to legality. The role of planning and management control systems in assessing the continuity of seized firms

Planning and management control systems help overcome the challenges of removing the mafia and transitioning to a sustainable, law-abiding business. Writing a strategic plan and annual budgets is essential to formally and analytically assessing the company’s ability to operate after severing ties with organized crime, through a rational and formal approach rather than relying on intuition or experience. These systems enable judicial administrators to accurately simulate the effects of interventions aimed at reorganizing administrative procedures and activities conducted before the seizure, along with the loss of benefits from financial support and intimidation of competitors due to mafia association. They also provide the information necessary to manage seized businesses, monitor the implementation of the plan and the achievement of intermediate milestones, facilitate quick identification of the need for corrective actions, support decision-making, performance measurement5, and write periodic updates on the execution of the plan and the company’s performance to present to the delegated judge. 

The judicial administrator’s plan initiates a transformative process, turning a mafia-controlled entity into a law-abiding business while preserving its economic value and safeguarding jobs. When outlining future scenarios, it is essential to avoid simply projecting past trends linearly into the future. The initiation of judicial administration removes criminal influence and eliminates illicit advantages the company previously had, such as coerced contracts, tax evasion, and market dominance through intimidation. Sales often decline after organized crime is eliminated because customers, no longer under pressure, may decide not to buy from the company. Similarly, public administration contracts or orders may also decline. Because of the company’s ties to organized crime, revenue may decrease as clients distance themselves to protect their reputations. 

Therefore, the judicial administrator must evaluate competitive dynamics and analyze the industry, considering the loss of monopolistic advantages or protections previously granted through ties to organized crime. This involves reassessing market positioning, supply chains, and partnerships now benefiting from the absence of illicit influences. Other challenges include rising procurement costs and limited access to credit. Suppliers are no longer required to accept unfavorable terms, resulting in increased operational expenses. Banks often restrict lending following court proceedings, which can worsen financial instability, particularly for heavily indebted companies6. Thus, the judicial administrator must account for costs the company avoided under mafia control, including fair wages, social security contributions, taxes, and compliance with environmental, urban planning, and workplace safety regulations. Additional costs arise from implementing organizational, management, and control systems to comply with Italian Legislative Decree No. 231/2001, which requires anti-corruption protocols, whistleblower protections, and conflict-of-interest policies. Article 41(paragraph c) describes these expenses as “costs associated with the legalization process of the company.”

Verifying accounting records is crucial because financial statements in mafia firms often misrepresent assets and liabilities within those records. Existing financial documents are frequently unreliable, which complicates making realistic planning assumptions. Companies under preventive measures rarely maintain dependable accounting records, so the administrator must often conduct complex research involving information and data, as well as reconcile company accounting data7. Specifically, this verification must include credits, debts, and obligations (including guarantees and sureties), as well as warehouse consistency. 

Fear of reputational damage can also lead strategic partners, such as suppliers and distributors, to sever ties with the company in JA. Rebuilding trust with stakeholders – especially suppliers, clients, and financiers – is challenging, but it is essential for restoring operational stability. Obtaining legality certifications (e.g., legality ratings) to regain stakeholder trust is beneficial. Planning is also helpful in managing reputational risk8 and building a reputation in these seized firms, which are hindered by their connections with criminal networks.

For companies facing financial constraints, the plan should consider using debt restructuring agreements under Article 57 of Legislative Decree 14/2019, which allow negotiations with creditors representing at least 60% of claims for reduced payment terms. These agreements facilitate recovery while ensuring compliance.

Judicial administrators should use legal support tools outlined in Articles 41-bis, 41 ter, and 41 quater of the Anti-Mafia Code, which provide financial support, employment safeguards, and mentorship from qualified entrepreneurs in the same or related sectors. This includes provincial business tables and a free mentorship program in Italian prefectures. The 2023 Annual Report of the National Agency for the Administration and Destination of Assets Seized and Confiscated from Organized Crime (ANBSC – Agenzia Nazionale per l’Amministrazione e la Destinazione dei Beni Sequestrati e Confiscati alla Criminalità Organizzata) highlights the underutilization of these support mechanisms9.

During the implementation of the plan, deviations from the objectives may occur, regarding demand, selling prices, standard production and distribution costs, collection times for receivables, bank credit lines, and other variables. Therefore, continuous monitoring of key variables that significantly influence the achievement of plans and programs must be maintained through management control and reporting systems tailored to suit the characteristics and complexity of business operations. Consequently, strategic planning does not end with the formulation, ex-ante evaluation, and plan initiation. Infra-annual reports, appropriately structured by segments corresponding to business areas and lower-level responsibility centers, may identify the need to adjust the adopted strategic approach. Adapting the existing accounting information system of the seized business will incur costs that must be carefully assessed. 

Like the plans prepared by all companies during their normal operations, those written by judicial administrators to assess continuity prospects and manage the seized company must be segmented by time and space. Segmentation over time organizes the plan into yearly and infra-annual budgets, while spatial segmentation divides the overall activities into operating segments corresponding to the responsibility centers10 at different levels: Strategic Business Units (SBUs)11, profit centers, cost centers, and expense centers. The criteria for spatial segmentation used for planning, management control, and reporting depend on the information needed to run the company. In diversified companies, for example, we segment the plan and report by lines of business, geographic regions where the company operates (markets), customer groups with similar needs, locations of facilities and plants, distribution channels, technologies, and other relevant factors. A matrix structure can combine multiple segmentation criteria. 

Segmenting the plan over time, into annual and interannual budgets allows for a more accurate evaluation of its financial viability on a quarterly and monthly basis. While the timing of costs and revenues doesn’t impact the income measure, the sequence of cash inflows and outflows matters because it influences short-term liquidity and borrowing costs. Although expected annual inflows exceed outflows, concentrated outflows in certain months can lead to a cash shortage that would not happen if they were evenly distributed throughout the year, alternating with cash inflows. Therefore, relying solely on expected annual total cash inflows and outflows is not enough. It is necessary to ensure that the expected monthly balance remains positive12. 

In diversified companies operating across multiple sectors and markets, segmenting the plan by space is necessary to evaluate the economic performance of each operating segment. Due to mutual compensations, positive profits in some segments can hide losses in others. Without information provided by segment reporting, companies might continue to run unprofitable lines of business or markets without realizing it. This lack of information may prevent them from taking necessary corrective actions in underperforming segments. Therefore, in diversified companies, an accurate analysis of overall performance is impossible without evaluating the performance of each operating segment, due to causal relationships between the whole entity and its segments. However, a holistic perspective remains crucial: a loss-making segment may still positively contribute to the company’s overall profit by supporting other segments and the organization’s results. Therefore, we must adopt an approach that combines analysis with a broad view. It aligns with Edgar Morin’s methodology of complexity, which reveals interdependencies among the elements of complex systems13.

Following the start of the plan’s implementation, regular interim segment reporting helps the judicial administrator quickly identify any negative trends and inefficiencies in some of these responsibility centers that require corrective actions before they become irreversible. Furthermore, regular interim segment reporting enhances strategic learning by allowing ongoing comparison of objectives and results. 

When the judicial administrator’s plan demonstrates the company’s long-term viability and the delegated judge orders the continuation of the judicial administration process, the judicial administrator must implement a management control system with the same temporal (monthly and/or quarterly) and spatial (by operating and/or geographical area) segmentation criteria as the plan to support the administration and oversee its execution.

This is the prerequisite for writing infra-annual reports by segment, both operating and geographical, offering detailed performance insights for each segment. In the context of judicial administration, these interim reports by segment provide valuable information to the judicial administrator to manage the seized company and write reports to the delegated judge on the execution of the plan.

For each segment, it is possible to measure partial results, such as operating income, gross contribution margin, and operating cash flow. Loans are allocated among the different segments based on a causal relationship. These funds are used to cover the entire financial needs of the companies. A direct and exclusive link between financing and investments in a specific segment can only be established when the segment operates as a separate company within a group. In such cases, the segment’s financial statements allow for the attribution of financial debt to the segment.

In seized companies linked to so-called eco-mafias that make profits by committing environmental crimes, it is appropriate to draw up a social and environmental report14 demonstrating how the removal of the mafia has led to the elimination of ecological crimes.

We emphasized the importance of using planning and management control tools to evaluate realistic continuity prospects and manage the company’s transition toward legality. Even the guidelines for valuing seized and confiscated companies issued by the National Council of Chartered Accountants and Accounting Experts emphasize the obligation for the judicial administrator to adopt control tools and procedures to monitor company performance and verify the implementation status of the program. These tools are essential for managing the company, and because the judicial administrator is required to constantly inform the delegated judge, proposing, in the event of significant deviations from the planned course of action, appropriate corrective measures to the business’s actions or to the program guidelines15. 

The small size of many (but not all) companies under judicial administration might make planning, management control, and the development of strategic scenarios seem unnecessary. Obviously, for micro-enterprises, it is neither possible nor practical to construct strategic scenarios through a plan structured into formal budgets, nor to implement interim reporting systems addressed to top management, as is the case with medium-sized and large-sized companies. On the other hand, micro and small companies under judicial administration cannot rely solely on the judicial administrator’s intuition and experience. They should instead use budgets and management control tools, even if simplified and tailored to the needs of small businesses. These management tools, although streamlined, are crucial for judicial administrators due to the complex tasks they face, including assessing the company’s prospects for ongoing operation and overseeing its transition toward legality. As we have repeatedly argued, the seized company suddenly loses the economic and competitive advantages derived from its relationship with organized crime once the judicial administrator takes over. Therefore, assessing the prospects for continuity cannot rely solely on projecting past trends into the future; it must be done using managerial tools, although simplified and adapted to the characteristics of small businesses. Thus, the reference to scenarios in the following paragraph, while mainly focusing on medium- and large-sized companies, offers a logical framework that can also benefit smaller businesses. Supporting the need to prepare a detailed budget plan, albeit a simplified one for smaller businesses, it should be noted that Article 41 of the Anti-mafia Code requires a professional to certify the feasibility of the program, containing a detailed description of the methods and timeframes for fulfilling the business continuation proposal formulated by the judicial administrator. How could a professional make such a certification without even a minimal plan and budget in place?

A key issue in judicial administration procedure is assessing the value of seized assets and businesses. This evaluation must be conducted during the initial phase of the process, as required by Articles 36 and 41 of the Anti-Mafia Code, and in the later stage, when the business is finally confiscated, according to Articles 47 and 48 of the Anti-Mafia Code. A thorough examination of such an important subject would require a specific study, and it cannot be addressed in the limited space that can be reserved for it in this study, which has other objectives. We reference the specific scientific literature on this subject16, and the guidelines outlined by the Italian Chartered Accountants and Accounting Experts and the Italian Association of Professors of Accounting and Business Economics17.

5.5. Assessment of the feasibility of the judicial administrator’s plan

This paragraph outlines the fundamental principles and models stated by doctrine for evaluating the performance of businesses18. These principles are also helpful for assessing the feasibility of plans by examining their expected results. Even judicial administrators need to assess the likelihood of ongoing operations for seized companies based on these principles.

Evaluating the expected results of implementing the plan requires examining all aspects of performance, including financial, social, and competitive factors. Therefore, a multidimensional analysis of the results expected from plan implementation is essential, as business continuity depends not only on earning income for shareholders but also on meeting stakeholders’ expectations, gaining their consensus and support, and addressing customer needs to succeed in competition. This is the “circular vision of corporate finalism”, proposed by Coda, which distinguishes excellent companies from mediocre ones that focus only on a single metric: short-term profit. Focusing solely on short-term income can lead to neglecting other key areas of a business’s performance: competitiveness and positive social impact. This breaks the positive cycle and fosters a negative one, leading the company to decline. The sacrifice of stakeholders’ and customers’ expectations determines, in the medium to long term, the “loss” of human resources and partners. It results in a loss of competitiveness that undermines the foundations on which the company’s profitability is based. Thus, positive or negative relationships can be established between business outcomes, which, respectively, pave the way for a lasting and prosperous existence or the extinction of the corporate entity. However, some businesses survive despite their actions being uninspired by ethics, the maximization of customer value, and a healthy focus on cost-effectiveness and efficiency. They last only as long as external conditions persist that facilitate achieving economic and financial equilibrium and a competitive advantage. These conditions can include: low-cost labor (especially in areas with high unemployment and in countries where workers lack rights and protections), the use of polluting technologies to reduce production costs, tax and social security evasion, and the exploitation of demand that arises not from their ability to meet customer expectations, but rather from legal (through concessions, licenses, patents, etc.) or de facto (due to the lack of competition) monopolies. These entities build their success on a fragile foundation: a fleeting advantage can cause the business to spiral into crisis, often with no way out. This occurs when competitors enter the sector, especially when the business model relies heavily on focusing on customers and stakeholders19. Implementing mandatory disclosure about employee conditions and compliance with labor regulations can make it more challenging to exploit workers and violate labor and social security regulations20.

A plan showing satisfactory profitability is not enough; financial sustainability, competitiveness, and social responsibility are also essential for assessing long-term business viability. Recovery strategies require a comprehensive evaluation that includes economic, financial, and competitive factors, as these aspects of business performance are interconnected and impact continuity. Profitability can be fleeting if it is not sustained through ongoing competitiveness, which must be tracked using indicators such as customer satisfaction, growth rates in market share both absolutely and relatively, and qualitative improvements in products and services. Ultimately, the strategic plan and annual budgets require a comprehensive evaluation that considers expected profitability, critical variables affecting financial stability, operational and financial risks21, and expected competitive performance. This analysis should be performed for each operating segment in diversified companies. 

Assessing competitiveness involves determining whether a company maintains an advantage over competitors that can last even after the benefits from its connections to organized crime fade. This assessment must consider factors such as customer satisfaction, pricing, quality, delivery times and methods, technological development, and overall performance, among others. Verifying the continuity of a business under judicial administration also requires evaluating the company’s competitiveness. 

After passing these competitiveness tests, it is necessary to evaluate the performance expected from the plan drawn up by the judicial administrator in terms of social outcomes, meeting the expectations of social stakeholders, and the economic viability and financial sustainability of the business initiative. 

Recently, a more advanced perspective has emerged in the international management literature, emphasizing the importance for businesses to contribute to community well-being to thrive over time in an environment that evolves and improves through their activities. Porter and Kramer22 argued that the idea that companies must create value for both customers and shareholders is outdated and no longer effective. Capitalism is shown to benefit only a few and does not protect the poorest population. The impoverishment of the masses eventually impacts businesses, as their health and well-being depend on the community they serve. According to the two scholars, businesses are trapped in a value creation paradigm that no longer works because it focuses on short-term performance and ignores the more vital needs of people and the environment, which they should prioritize, as these are essential for long-term success. The solution is to generate economic value while also creating social value by addressing community needs. Otherwise, they remain stuck in a form of social responsibility that treats society’s needs as secondary, not central. If businesses do not focus on creating value that enhances societal well-being, they will face negative consequences in the medium to long term: an impoverished community is unproductive soil in which businesses cannot thrive for long. Social progress, therefore, must be connected to business success. According to Porter and Kramer, “Creating shared value does not mean social responsibility, philanthropy, or even sustainability, but a new way through which businesses must pursue success”. By creating shared value, capitalism can be reinvented, and new momentum can be given to innovation and growth. 

This theoretical approach leads us to classify mafia enterprises as businesses that are likely to cease operations quickly, as they operate by disregarding laws, exploiting workers, neglecting safety regulations, avoiding social security payments, evading taxes, and bypassing environmental laws, while prioritizing profit maximization as their primary goal. These entities build their success on fragile foundations. It is short-lived because it depends on conditions that cannot persist, as the law penalizes such behaviors. Similarly, although they do not break the law, other companies may operate in ways that contradict ethical principles and values. Even these firms cannot sustain success over time because their poor reputation damages their standing in the market and harms their relationships with stakeholders who support the business’s survival and growth. Some companies fail to prioritize customer satisfaction because they achieve market success by exploiting legal or natural monopolies. For these companies, success is also temporary. If their dominant position declines, such as with the rise of competitors more focused on customer needs, they may face a crisis and risk ceasing operations23. Companies controlled by organized crime share these characteristics; therefore, their success is unlikely to last. Furthermore, law enforcement and investigative authorities frequently identify and prosecute the illegal activities carried out by these criminal organizations24.

Before implementing the strategic plan drafted by the judicial administrator, it must undergo a thorough evaluation to verify its economic and financial sustainability. This process involves determining whether the expected profitability matches the plan’s financial viability.

Below, we explore two frameworks commonly used to evaluate such plans: the accounting model25 and the value model26. Since they are well-known in the literature and widely used, we will summarize their description, focusing only on the adaptations needed when applying them to judicial administration.

5.5.1. The Accounting Model

The accounting model focuses on estimating the expected profitability of a strategic plan, assessing whether it compensates shareholders for their risk. This model includes the cost of equity (Ke), representing the minimum return an investor requires to balance the risk of potential capital loss27.

The economic and financial sustainability of the plan must be evaluated at the corporate level by comparing the return on equity (ROE) to the overall economic risk. In diversified companies, we also need to compare the return on assets (ROA) to the operating risks for each operating segment. Operational risk comes from fluctuating sales prices, volatile consumer demand, supply chain disruptions, and technological obsolescence. Financial risk results from the company’s debt levels and the risk of running out of liquidity.

To determine whether the growth rate (g) expected by the plan is sustainable, two options are considered: a) autonomous sustainable development, in which the sustainable rate of development depends entirely on self-financing, by reinvesting partially or totally the income28; b) overall sustainable development, which also considers the potential expansion of equity and bank debt29.

However, the growth of financial debt is often limited within judicial administration. Banks usually cut back credit to companies under court supervision. New equity typically comes only from minority shareholders, when they exist and have not been removed due to mafia ties. As a result, the autonomous sustainability framework becomes the main tool for judicial administrators. The plan’s success depends on whether the internally generated funds from its execution can cover the investments needed to restructure the company’s value chain and support the transition toward legality. If the projected retained earnings fall short, the plan risks leaving the company vulnerable to liquidity shortages, even if the annual financial statements look balanced.

5.5.2. The Value model

While the accounting model focuses on profitability and risk, the value model evaluates whether a strategic plan creates or at least maintains the company’s economic value. This approach aligns with the judicial administration’s goal of preserving or increasing the value of seized companies as required by articles 36 and 41 of the Anti-mafia Code.

We will examine two variants of this model developed to evaluate the economic and financial sustainability of plans. It is helpful to measure whether the plan written by the judicial administrator can generate cash flows that ensure continuity for the seized company and enhance its economic value, which aligns with the aims of the judicial administration procedure: the Fruhan model and the Rappaport model.

The frequency with which seized companies are liquidated should lead to the adoption of the analytical-financial method for caution, even though this method also provides reliable results if the accounting and financial situation are thoroughly audited, since these companies are often unreliable30.

The Fruhan model

The Fruhan model31 assesses the economic value created by the plan as follows: it forecasts the expected results of the strategic plan over the entire company lifespan, discounting the expected dividends during the estimation period at an interest rate equal to the cost of equity. 

Dividends are calculated using the return on equity (ROE) and the intended dividend payout ratio (d). Additionally, the expected net equity value at the end of the plan is added to this amount. Finally, the initial net capital is subtracted from the total of these two components before implementing the strategy.

In the context of judicial administration, any income generated by the plan is not distributed except to possible minority stakeholders who are not subject to the seizure order. However, this does not preclude the possibility of applying this model by using the profits generated and not distributed to calculate the potential value creation of the plan prepared by the judicial administrator. Similarly, the model can be used to choose among multiple strategic alternatives the one to implement based on the expected economic value of each alternative. 

The Rappaport model

The Rappaport model evaluates a plan by comparing the equity value expected through its implementation to the company’s value without the plan – i.e., the company’s value if the current strategy is maintained without any changes32.

Wi represents the initial capital value without the strategic interventions outlined in the plan. It is determined by calculating the present value of the most recent net operational cash flow, referred to as f0, and subtracting the value of debt from the resulting figure. If we did not subtract the value of debt, we would obtain the value of the invested capital, since we have discounted the operational cash flow. Therefore, to determine the economic value of equity, we must subtract the value of debt. 

This operational cash flow is discounted using the weighted average cost of capital (WACC) because it reflects cash flows meant to compensate for the total invested capital (equity and debt). Unlike dividend flows, which are intended for shareholders and are discounted at the cost of capital (Ke), operational cash flows represent returns for all capital providers. Therefore, WACC is the appropriate discount rate, as it considers the blended cost of equity and debt financing. The formula is as follows:

W i = f0 / WACC – Debt

Where:

f0 = the most recent net operational cash flow

WACC = weighted average cost of capital

The operational cash flow (f0) is calculated by adding depreciation and provisions (costs that did not lead to cash outflows), while considering changes in net working capital and fixed capital. It applies a positive or negative sign depending on whether they contribute to generating or absorbing liquidity. 

The post-plan actuation equity value includes the discounted operational cash flows throughout the plan’s horizon and a residual value representing cash flows beyond this period. From the economic value generated by this strategy, the value of debt must be subtracted, as outlined in the initial economic value determination.




5.6. Assessing risks in evaluating the continuity prospects of seized businesses

The judicial administrator must also assess the risks affecting the continuity of the seized company to evaluate its prospects for continuation. 

Companies face many risks33 related to various random events and phenomena. These risks can be economic or non-economic; however, when these events occur, they always have economic consequences for companies and, in severe cases, can even lead to financial crises and bankruptcy. Examples of events related to economic factors include reductions in demand, rationing of credit by banks, increases in the costs of production inputs (such as raw materials, consumables, labor, energy, and services), price wars with competitors, declines in the value of shareholdings, credit risks from debtor defaults, technology obsolescence, and devaluations of inventory due to shifts in consumer tastes or fashion trends. Additionally, thefts, fires, natural disasters, war-related events, and pandemics are among non-economic events. 

When evaluating the concrete prospects for the continuity of the seized company, the judicial administrator must assess the risks that could lead to costs for the company. These include expenses related to potential legal disputes arising from activities conducted before the seizure, initiated by private individuals and companies who had remained inactive due to fear of retaliation. Additional liabilities may also arise from conflicts with tax authorities or social security institutions.

The judicial administrator must also assess the cost of equity along with the operational and financial risks.

The cost of equity depends on the risk that the company may provide partners with a lower return than the cost of capital or even incur losses that diminish the equity capital. In partnerships and individual businesses, this risk exposes partners and the entrepreneur to the risk of losing personal assets. It arises from all the risks that burden the company since, when they occur, they lead to costs and losses that negatively affect the company’s results. Among the various company risks, operational and financial risks are particularly significant.

Financial risk is related to a company’s level of debt. It refers to the risk that debt may become too high, which could cause liquidity problems and difficulty in meeting payment obligations, and in worst cases, lead to insolvency34. To estimate this financial risk using the values outlined in the plan we can calculate ratios35, liquidity indices36, and other indicators37.

In addition to financial risk, operational risk must also be assessed. This risk is a function of the volatility of expected results in relation to potential changes in the variables on which they depend38. Each company’s unique cost structure affects operating income differently based on equal percentage changes in prices, units sold, and variable costs. Thus, each company has its own operational risk profile, which increases with the sensitivity (volatility) of operating income to changes in the variables determining it. 

Sensitivity analysis is also helpful in selecting strategic alternatives. When faced with multiple decision options, choosing one with less favorable profitability prospects may be wiser if it reduces the company’s exposure to risk. This analysis estimates the potential impact on profitability when one or more variables change, while holding all others constant. 

A key indicator of operational risk is the margin of safety, which assesses the allowable decrease in sales before losses occur.

The volatility of expected operating income, relative to increases or decreases in its determining variables, is measured by sensitivity coefficients39. 

The higher the sensitivity coefficients, the greater the volatility of expected operating results due to changes in influencing variables; thus, operational risk increases. Measuring operating leverage is essential, as it quantifies how deviations (positive or negative) in actual sales from planned levels impact operating income. If actual sales volumes exceed or fall short of projections, revenues, variable costs, and contribution margins will increase or decrease proportionally, while fixed costs remain constant within production capacity limits. Consequently, operating income will rise or decline by a greater percentage than the corresponding change in sales. These sensitivity coefficients also serve as managerial “levers” to adjust outcomes during operations.

While sensitivity analysis helps estimate operational risk and assess the effects of favorable or unfavorable changes in key drivers of the operating result, it relies on oversimplified assumptions:


	Isolated Variable Changes: Each coefficient assesses the impact of changing one variable at a time while keeping others constant. Multiple variables can change simultaneously with different magnitudes and directions, resulting in unpredictable combinations of effects.

	Equal Probability Assumption: It simplistically assumes equal likelihood and confidence intervals for percentage price changes, variable unit costs, and sales volumes. For instance, a 10% price fluctuation may be plausible in one scenario but unrealistic in another.



To address these limitations, a fuzzy approach40 can be applied to:


	Assign probabilities to possible variations.

	Define tailored confidence intervals for each variable.

	Replace deterministic scenarios (e.g., “optimistic”, “pessimistic”, “realistic”) with a single plan using fuzzy sets. 



While the fuzzy approach makes a significant contribution, other critical limitations remain41. This cannot be ignored when defining future scenarios or assessing the plausibility of assumptions underpinning planning and programming. When evaluating the sustainability of the strategy and selecting strategic alternatives, it is essential to consider two levels of sensitivity:


	1.The sensitivity of expected results to changes in the variables they depend on.

	2.The sensitivity of these variables to changes in other uncontrollable and unpredictable contextual factors that may influence them.






5.7. Strategic scenarios from the plan

While developing the plan, the judicial administrator may find that the seized entity fits into one of the following four strategic scenarios42: 


	1.Insolvency.

	2.Irreversible crisis.

	3.Reversible crisis.

	4.Continuity.



1.	Insolvency

This situation is quite common, as shown by the high rate of business liquidation after seizures. This occurs because of the challenges faced by the judicial administration’s dual goals, which are difficult to reconcile: eradicating mafia infiltration while maintaining continuity in a business that heavily depends on organized crime support. If the seized company is insolvent, or if the plan evidence that insolvency is very likely in the short term due to the loss of benefits from mafia connections (costs of legalization), the judicial administrator must initiate judicial liquidation to ensure compliance with the par condicio creditorum principle (equal treatment of creditors). The survival of a seized enterprise with prospects for profitability, even after removing the mafia connection, aligns with the public interest in safeguarding jobs and enterprises that create value. Otherwise, liquidation of the company remains the only option.

After initiating judicial liquidation, judicial administrators should consider using the benefits outlined in Article 240 of the Italian Crisis and Insolvency Code (Legislative Decree No. 14/2019). According to this article, a proposal to negotiate an out-of-court business crisis resolution with creditors can be made to facilitate the restructuring of a company’s debt and avoid insolvency. This proposal can be submitted by the debtor, affiliated companies, or companies under common control under these conditions: a) at least one year has passed since the judicial liquidation ruling, b) no more than two years have passed since the ruling, and c) the proposal must include resources that increase asset value by at least ten percent.

For groups undergoing judicial liquidation, Article 240(4-bis) allows the submission of one or multiple coordinated composition proposals to creditors by companies within the same group if it helps reduce overall procedural costs, safeguard creditors, and limit the spread of the crisis, preventing a “chain effect” within the corporate group that can overwhelm entities capable of continuing operations43.

2.	Irreversible crisis

Whether the plan’s evidence crisis is irreversible, the judicial administrator may initiate voluntary liquidation if all creditors can be paid by liquidating the assets; otherwise, the only option is judicial liquidation of the seized company.

When the seizure involves companies or majority shareholdings, the judicial administrator, subject to court approval, can initiate insolvency proceedings such as preventive composition with creditors debt restructuring agreements, or a certified plan44. 

3.	Reversible crisis

If the plan prepared by the judicial administrator indicates that the company can overcome its financial difficulties and continue operations, he will propose to the delegated judge that the business activity be allowed to continue. The plan must consider the costs of legalization as well as the loss of benefits from supporting organized crime. Article 63, paragraph 8-bis of the Anti-Mafia Code stipulates that the judicial administrator can request the approval of a debt restructuring agreement or prepare a certified recovery plan, provided that the conditions for recovering the company exist.

4.	Continuity

The plan may indicate that the seized company can sustain long-term operations under the guidance of the judicial administrator, considering the costs associated with legalizing operations after severing ties with organized crime. However, this requires restructuring governance and value-chain processes, as well as implementing strict compliance protocols to ensure ongoing administrative legitimacy. In this case, the judicial administrator must propose to the delegated judge the continuation of the company.
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6.
The Effect of Judicial Removal of the Mafia on the Performance of Seized Italian Firms and Their Legitimate Competitors 

6.1. The effect of judicial removal of the mafia on the performance of seized Italian firms 

Judicial administration (JA) aims to restore restoring legality1 by intervening when it has not been possible to prevent mafia infiltration2. This, on one hand, produces the positive effect of bringing a company infiltrated by crime back into the fold of legality, but on the other hand, it often negatively impacts the performance of seized enterprises.

Italian companies under JA experienced a decrease in ROA and ROI of 4.42% and 2.42%, respectively, along with a reduction in technical and cost efficiency3. After the mafia is removed, the profitability of these enterprises under JA decreases for several reasons. First, these seized enterprises lose their competitive advantage over legitimate (non-criminal) ones, demonstrating that their success relies on their connection with organized crime4. Furthermore, the costs of legalization arise because the administrator must comply with regulations concerning tax payments, wages, social security, insurance contributions, and environmental regulations5. Abnormal material, goods, and personnel costs increase significantly within post-seizure “shell firms”, presumably due to the disruption of fictitious commercial transactions related to money laundering. The appointment of judicial administrators does not have a significant impact on the accounting practices of transactions aimed at laundering illicit money in “real firms”, which also engage in genuine business activities in addition to those intended to launder illicit money. This raises doubts about the ability of legal administrators to entirely deter money laundering practices6.

These adverse effects on company performance under JA are so severe that in Italy, approximately 68% of companies cease to exist soon after the initiation of this procedure7. According to the 2023 annual report from the National Agency for the Administration and Destination of Seized and Confiscated Property by Organized Crime (ANBSC), only 5% of the businesses seized and confiscated between 2020 and 2023 remain active in the market. 27% of these seized companies continue their operations through a plan or cooperative management by employees. 68% of seized companies are unable to continue operating in compliance with the law after the mafia is removed8. This matches Transcrime data9. 

A survey has shown that in Italy, liquidation is the almost exclusive solution (about 90% of the cases examined). This mainly results from causes such as the absence or lack of employees, company inactivity due to the inability to operate or shareholders’ inactivity meetings, lack of assets necessary to achieve the corporate purpose, high debt, significant losses, failure to approve or file financial statements, achievement of the corporate purpose, inability to meet the continuity requirement, and other specific causes. The sale of the company was driven by issues related to financial performance, governance, or the goal of safeguarding jobs10. 

Once seized, many of these companies lose their criminal financial backing and the market influence derived from intimidating competitors; therefore, they are often liquidated, revealing the inherent fragility of mafia-controlled businesses. The judicial administrator’s duty to enable these firms to continue operating after removing the mafia serves the collective interest of safeguarding jobs and companies. However, often liquidation is the only option because these businesses cannot survive due to the costs of legalization and the failure of their business models without support from criminal organizations. This is evident from the high percentage of companies that enter liquidation soon after initiating the JA proceeding, as they struggle to operate without mafia funding, intimidation of competitors, and support from corruption. 

Another reason for the high percentage of companies liquidated after the start of JA proceedings is that many of them are “Cartiera” and “Paravento” businesses, whose primary or sole goal is money laundering and therefore lack a viable business model that allows them to operate effectively in the market. For this reason, they are destined for liquidation. Only a few productive companies are potentially recoverable under the law11.

The large number of companies under JA that are liquidated could reinforce a mistaken belief: “mafia-run” businesses create jobs. In contrast, government intervention through the seizure of a mafia-controlled company destroys jobs and leads to social losses in employment and wealth, also revealing institutional weakness12. In some regions where the mafia is deeply rooted, this misconception might strengthen the dangerous social legitimacy of criminal groups. 

The high percentage of liquidated companies is not only a “physiological” effect of mafia removal but also results from issues in managing seized and confiscated companies13. Judicial administrators often lack entrepreneurial skills because of their educational and professional backgrounds. Therefore, despite legislative guidelines that encourage increased corporate value, these judicial administrators usually adopt a non-entrepreneurial, conservative approach, struggling to keep companies active in the market14.




6.2. The effect of the judicial removal of mafia from infiltrated firms on the performance of legitimate competitors: Insights from ongoing research in Italy

Enforcing the state’s anti-mafia measures has a positive impact on competition, innovation, and participation in public contracts and procurement by reducing the intimidation of public officials. According to Slutzky and Zeume, after these measures, firms tend to decrease in size and profitability, as the removal of the mafia increases competition among businesses15. 

Other scholars found opposite results. Calamunci and Drago demonstrate that after a firm enters JA, there is a strong positive effect on the profitability, turnover, and investment of competitors operating in the same market16. This positive impact has been measured by Fabrizi et al. in terms of EBITDA as a percentage of total assets, operating profitability as measured by Return on Assets (ROA), and a significant decrease in raw material costs17. Chirchop et al. confirmed this evidence: following anti-mafia police actions, peer firms improve their performance, increase capital investment, and lower costs for raw materials18.

Considering the conflicting views in the literature, we conducted a study on the effects of initiating JA in mafia companies on legitimate competitors operating in Italy within the same industry and province19, analyzing data from the financial statements of Italian companies sourced from the AIDA database provided by Bureau Van Dijk20. 

We used Difference-in-Differences (DiD) estimators with the intertemporal treatment effects methodology developed by Chaisemartin and D’Haultfoeuille21 to analyze the causal effects on legitimate enterprises of initiating the JA procedure in competitors infiltrated by organized crime. 

Although the research is still ongoing, it has already produced interesting preliminary results that shed light on the mixed effects on the performance of legal firms following the removal of competing enterprises under judicial administration. We observed nonlinear dynamics characterized by a U-shaped pattern: an initial period of disruption is followed by a positive impact as legal firms regain market share and stabilize their performance. The study shows that after removing mafia-infiltrated businesses, legal firms operating in the same province and sector, before JA proceedings begin, and competing with criminal enterprises, experience a short-term decline in profitability metrics such as operating Return on Assets (ROA), Return on Sales (ROS), and Technical Efficiency (TE). However, their profitability improves in the medium term, approximately three years after the organized crime removal. This suggests that while removing mafia-controlled firms ultimately benefits legitimate competitors, the benefits do not materialize in the short run.

Our study confirms earlier research indicating that the judicial removal of mafia influence from infiltrated companies through JA has a positive effect on legitimate businesses22. However, it provides an original insight: in the short term, initiating JA procedures causes adverse effects on both the infiltrated companies and their legitimate competitors. This is because the crisis triggered by JA leads to the loss of spillovers that often benefit firms within the same sector and area. As noted earlier in the fourth chapter, scholars demonstrated that some legitimate businesses benefit from organized crime, as they gain from the reduction of competition imposed by these criminal groups23 and other positive “in sign” effects such as improved access to financing, faster bureaucratic procedures, and lower prices, in addition to the well-known negative externalities24.

Furthermore, legitimate firms benefit from market distortions caused by companies infiltrated by the mafia. As a result, they face negative effects immediately after organized crime is removed, needing time to reorganize and take advantage of operating in a market free from mafia influence. This transition period is essential for legal firms to adapt and ultimately succeed in a fairer and more competitive environment. 

6.3. Judicial administration and family business resilience: Insights from a natural experiment in Italy

We conducted another study25 to compare the impact on company performance of removing a leader and replacing them with a judicial administrator after the initiation of judicial administration. The study distinguishes between family-owned businesses and other businesses.

We addressed this research question because family-owned businesses tend to be more vulnerable than other companies when it comes to replacing their leaders, whether due to death or retirement26. We hypothesize that the family serves as a vital source of strength due to the valuable resources it provides.

This question is far from trivial, as scholarly research has highlighted that leadership succession in family firms involving a professional administrator, such as the judicial administrator in companies subjected to JA, improves company performance. This happens because it removes issues caused by the overlap between the family and the business, which are often sources of inefficiencies and conflicts27.

This study utilizes financial data from Italian firms sourced from Bureau van Dijk’s (BvD) AIDA database, which also provides information to identify enterprises subject to Judicial Administrator (JA) procedures.

After excluding questionable cases and companies with missing data, the sample included 142 companies. These were divided into 108 non-family businesses and 34 family businesses. Since all companies in our sample were below the small business threshold, with fewer than 50 employees, and held at least 50% of the share capital, we also adopted the criterion of cross-referencing the surnames of directors and shareholders to verify if at least two members of the controlling family held roles on the Board of Directors (BoDs)28. Ambiguous cases were resolved using external data sources (e.g., company websites, press reports and social network analyses). 

We applied the Stochastic Frontier Analysis (SFA) method to estimate firm efficiency scores. For causal inference, we utilized Difference-in-Differences (DiD) estimators of intertemporal treatment effects, as developed by De Chaisemartin and d’Haultfoeuille29.

A statistically significant drop in Return on Assets (ROA) was observed for both family and non-family businesses during the second and third years after the judicial administrator’s appointment as CEO. However, the decline is more severe for family firms, especially in the year following the founder’s removal. By the third year after CEO removal, family businesses show an improvement in ROA, reaching levels similar to those of non-family companies, although they are still slightly lower than their pre-takeover performance. Both family and non-family businesses experience a statistically significant decrease in technical efficiency during the three years after the judicial administrator takes control. However, the decline is more pronounced in family businesses. The reduction in sales profitability is even more noticeable for family businesses, although small in scale, compared to non-family companies during this period. Notably, family firms face a sharp, statistically significant drop in sales profitability immediately following the removal of the family leader in the first year. This suggests that in family businesses affected by crime, operational performance and sales profitability, including technical efficiency, are closely tied to family leadership. Their financial and operational success heavily depends on having a family-appointed leader, while external management interventions, like judicial administrators, tend to cause ongoing negative effects, especially on technical efficiency and short-term sales profitability.

We explain these findings through Agency Theory, emphasizing the dual role of family resources as both competitive assets and potential sources of fragility, as well as Resource-Based View theory, highlighting how “familiness”30 is a fundamental resource for family firms. This is evident in how the severing of ties with a family owner and leader of the firm, prompted by the initiation of the JA procedure, causes a shock that leads to a decline in performance compared to other firms subjected to the same judicial procedure. Interesting implications arise for policymakers to underscore the need for policies that can mitigate the adverse effects of JA on family firms and protect overall economic value and jobs.
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Conclusion

This book highlights the negative economic effects caused by the mafia infiltrating businesses, institutions, and the economy to gain power, generate profits, and launder illegal money. Organized crime distorts prices and undermines free competition, forcing law-abiding businesses out of the market. Despite these severe adverse economic impacts, few studies measure the effects of the mafia on firm performance. This clearly emerged from the literature review we conducted in the first chapter.

Although this study focuses on how organized crime affects companies’ technical efficiency, profitability, and research and development investments, we also explore four interconnected themes: 


	Measuring the presence of the mafia through indicators.

	The infiltration of organized crime into the legal economy.

	Evaluating the impact of the mafia and its removal on firm performance regarding profitability and technical efficiency.

	Impact of Judicial Administration on seized businesses and their competitors’ performance, and the role of planning and management control in managing the transition from mafia control to legality. 



In addition to reviewing the literature on the topics mentioned above, this book presents both preliminary and final results from the ongoing PRIN PNRR 2022 research project. This project examines the effects of organized crime on the technical efficiency of companies, their investments in research and development, and other key aspects of business performance in Italy. It results from an interdisciplinary collaboration among the University of Messina, the University “Mediterranea” of Reggio Calabria, and the University for Foreigners “Dante Alighieri” of Reggio Calabria.




Key Findings

The gap in the literature and theoretical background

The scientific literature offers insights into various aspects of the mafia, examined from different perspectives: historical, sociological, criminological, economic, and legal. Many studies examine the effect of crime on firm performance; however, few have explored the effects of organized crime on firm performance.

This gap in the literature is highlighted in the first chapter through a systematic literature review and a traditional literature review. The latter also provides a solid scientific theoretical framework for the topics studied in this book.

Measuring the presence of the mafia through indicators

The mafia is a complex and multifaceted phenomenon. A single or limited set of variables cannot accurately measure organized crime across different areas. It requires the use of composite indicators based on multiple factors that capture different aspects of organized crime. The wide range of criminal activities conducted by the mafia, their concealed nature, victims’ hesitation to report mafia crimes, and the challenges in identifying and punishing offenders often result in an underestimation of its true extent. The second chapter reviews several indicators proposed by scholars, research institutes, and statistical agencies to assess the presence of organized crime across different regions. The review concludes with the composite indicator developed by Forgione and Migliardo as part of the PRIN PNRR project. We compare this indicator to others by analyzing its features and benefits. Since it is calculated at the municipal level, it provides a more accurate estimate of mafia presence in highly diverse areas, even within the same province. It was derived from the INVIND dataset from the Bank of Italy, which captures businesses’ perceptions of criminal risk in Italy. This estimate employs the Data Envelopment Analysis (DEA) method and the Robust Multidirectional Benefit-of-the-Doubt (RMBoD) technique, combining multiple crime-related variables from perception data.




The infiltration of organized crime into the legal economy

In recent years, criminal organizations have reduced their use of traditional money laundering methods involving businesses to lower the risk of being uncovered by investigative authorities, as these authorities have an effective system for monitoring money laundering activities. This detection system is implemented by the UIF (Financial Intelligence Unit) of the Bank of Italy and leverages the advanced investigative capabilities of law enforcement agencies such as the Guardia di Finanza, the National Anti-Mafia Directorate, and the Anti-Mafia Investigation Directorate, as well as the increasing specialization of judicial authorities. This system relies on the requirement for professionals, notaries, financial institutions, and economic operators to report suspicious transactions (STRs) to the UIF. Traditional methods of laundering illegal money have also become riskier due to the introduction of electronic invoicing, the obligation to track all financial movements, and restrictions on cash transactions. Consequently, organized crime has increasingly been laundering illicit money through new payment systems based entirely on trust networks (hawala), cryptocurrencies, shadow banks, secret international financial networks, and infiltration into startups, including via crowdfunding platforms. To manage their criminal activities and run their operations, these groups also use advanced technologies like encrypted communication platforms that investigative agencies can’t intercept or decode, making them more challenging to identify.

Evaluating the impact of the mafia and its removal on firm performance regarding profitability and technical efficiency

Criminal infiltration in the economy distorts market dynamics by giving illicit firms unfair advantages through tax and social security evasion, intimidation of competitors, suppliers, and public officials, and exploitation of workers. As a result, legitimate companies experience declines in competitiveness, profitability, and technical efficiency. Our ongoing PRIN PNRR research project shows that profitability and other business performance metrics, especially technical efficiency, are significantly affected when the level of crime exceeds certain thresholds. Our study of high-growth startups, called Gazelle, demonstrates how organized crime negatively impacts their profitability in terms of Return on Assets (ROA). We discussed this initial finding in the fourth chapter. This research is still ongoing to better understand how organized crime influences technical efficiency, sales profitability, and growth rates of Gazelle startups. Additionally, we present findings from studies confirming this negative influence of mafia on firm performance, particularly in Italy’s construction sector, conducted by scholars involved in this project.

Impact of Judicial Administration on seized businesses and their competitors’ performance, and the role of planning and management control in managing the transition from mafia control to legality

Although seizing and confiscating mafia-owned businesses, along with placing them under judicial administration, are the only ways to eradicate the mafia from companies and preserve their continuation, these measures often lead to the liquidation of the seized businesses, which are unable to operate legally. Over 60% of these businesses in Italy cease to exist shortly after being placed under judicial administration. This results in significant loss of value and jobs. These criminal enterprises mainly thrive by exploiting financial support, using the intimidating, market-influencing power of the mafia, and engaging in tax and social security evasion, labor exploitation, and violations of workplace safety and environmental laws. When the conditions that enable them to compete with legitimate companies vanish, many of these businesses, infiltrated by or colluding with crime, face a crisis and cease to exist. Strategic planning, management control, and reporting are essential for assessing the profitability of seized businesses and guiding their transition into law-abiding entities. Research indicates that legitimate competitors often benefit from the decrease in unfair competition caused by the removal of mafia-infiltrated or colluding firms following the initiation of the judicial administration process. This suggests the potential for the sector’s recovery. Our research, conducted within the PRIN PNRR project on the impact of judicial administration on law-abiding competitors within the same industry and province, reveals a non-linear relationship. Immediately after the start of this judicial process, legal firms competing within the same province experience adverse effects on their performance; however, in the medium term, conditions improve as legitimate competitors regain their market share and stability following the removal of top management from firms under judicial administration. In another study (currently under review in a leading international scientific journal), we examined how ownership structure (family vs. non-family) affects efficiency after organized crime control is eliminated. This removal highlights the vulnerabilities of seized firms, especially family-run ones, which face challenges related to leadership transitions and the loss of family-provided resources essential for their sustainability. These findings underscore the importance of support mechanisms after removal to ensure the long-term viability of seized family firms, thereby reducing their high vulnerability. The final two chapters of this book (fifth and sixth) address these issues.

Theoretical implications of this study

This study’s main theoretical contribution is a systematic analysis of how organized crime infiltrates the economy and businesses, its effect on business performance, and the role of planning and management control tools within judicial administration. A credible plan, along with strategic management and control tools to evaluate sustainability and conduct risk assessments, is essential for the judicial administrator to assess the seized company’s ability to continue operations while managing the costs of legalization and the loss of benefits from criminal organization support. This process helps protect the company’s economic value, which might otherwise be lost, and safeguards the employment of its workers. Planning and management control are also fundamental in managing the transition of seized companies under judicial administration from mafia control to legality.

Practical implications for policymakers

The composite indicator developed by the research unit at the University of Messina, the leader of the mentioned project, enables tailored policies to fight the mafia by providing a detailed measurement of organized crime’s presence at the municipal level. This also contributes to the deployment of police officers and magistrates specialized in combating organized crime in areas with the highest levels of mafia activity. 

This book also contributes to the development of effective strategies for preventing and combating organized crime by providing insights into the current money laundering techniques used by organized crime, as reported by the Financial Intelligence Unit (UIF) of the Bank of Italy and European and international law enforcement authorities. 

The studies reviewed in this book provide valuable insights for policymakers. A deeper understanding of organized crime helps in developing targeted prevention and response strategies, especially in sectors most vulnerable to organized crime infiltration, such as the construction industry. The importance of supporting high-growth startups, which are significantly affected by organized crime, has also become clear. We found that family businesses experience a greater negative impact on their technical efficiency, operating profitability (ROA), and Return on Assets (ROS) during judicial administration than non-family businesses, as they rely more on resources provided by the owner family (familiness). This highlights the importance of creating policies that can reduce the adverse effects of organized crime on family businesses, their performance, economic value, and employment.
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