Eric Young
4/22/09
	There’s an old saying in American culture, “If you can’t beat ‘em, you might as well join ‘em.”  This may be the case when we begin to analyze the structures of crime in our country.  Suppliers of drugs, prostitution, and other crimes have managed to evade the legal system since the start of our country.  Changes should be made in order to change the way these crimes and their markets affect the way the average American lives.  Crime markets, such as those with drugs, should be legalized in order to collect the tax benefits as well as to monitor their structures.
	Drug culture in the United States has long been connected with organized crime and black markets.  Drug lords have been around since the beginning of the twentieth century who control entire neighborhoods through the profit of the drug trade.  This issue has arisen because of the lack of control governments has over it.  In this paper, an argument will be made to attack the current issue from the other side of the equation.  Instead of trying to control the supply side through the failed drug war, governments should attempt to control demand.  The remainder of this paper will put forth arguments for stopping the drug war and start a legalization trend of many drugs.
	There have been multiple experiments which have researched the possibility of centralized drug “drop-ins.”  One particular study, performed by Nasir and Rosenthal, experimented with a number of drug users in a poverty stricken neighborhood in Makassar, Indonesia.  The interviews conducted on the subjects concluded that the economics of the drugs brought them to try easier drugs, such as Marijuana, and then move onto more dangerous drugs such as cocaine and heroine.  First, the centralization of drug markets would allow for the government agency to set prices and impose high taxes.  This price control would serve two purposes, the first being that a higher price would decrease the demand for the good, and there would be less drug users.  This would have an inverse relationship with the number of first time drug users.  In a November 2006 article written by van Ours and Williams, they state “The decline in the price of cannabis over the 1990s in Australia and the US provides a plausible explanation for why initiation is occurring at younger ages in these countries.”  As the numbers of first time users goes down, especially the younger people who are experimenting with new drugs and ideas for the first time, then the number of addicts and harder users go down based on simple logic.  The price control would also create taxes that would provide a boost to the government balance sheet.  According to a recent article in The Economist, the United Nations estimated the illegal drug industry to be at $320 Billion.  Even a modest 5% tax would raise income by $18 Billion. The centralized structure would also allow for oversight over the products and users in the program.  Many of risks associated with drugs would be able to be addressed with ease.  A minimum quality for each drug could be administered, so users know what they are taking.  Different types of each drug could also be administered to users and be priced differently.  Quantity to each user could be controlled by setting a maximum amount be able to be bought over a given amount of time.  This method would provide a check against people who are at risk for overdose.  Also, by monitoring which people use a certain type of drug, those people who use the most of each drug can be targeted for help programs if need be.  Also, spread of infection could also be controlled under a centralized system.  Many current drug users are faced with the risk of HIV infection due to the use of shared needles.  The proposed system would allow for centers to check and treat those who have HIV as well as stop the spread of the virus among drug users.  This would be of particular help in places such as Africa and other underdeveloped nations that are struggling with the virus.  
	Rational thinking would say that as maximum fines increase deterrence to commit the crimes.  However, this may not be true, as the maximum fines seem to reduce the level of deterrence.  According to the article written by Tabbach, if an offender’s wealth is less than the perceived harm, which is also the maximum fine, he has a greater incentive to commit that crime.  The most well known example if this theory would be the case of marijuana policies in Netherlands.  Common intuition would support the notion that legalization policies would increase the amount of drug users in a country.  This is not the case.  A Vancouver Sun article breaks down the numbers between Canada and the Netherlands.  “UN statistics tell it like it is: 16.8 per cent of adult Canadians have tried cannabis, yet only 6.1 per cent of Dutch have.”  There are of course cultural differences between the two countries that could attribute to the gap between the two figures, but surely they do not account for the entire amount.  The logic between the variation is that citizens in the Netherlands do not receive the same rush as would a Canadian citizen because smoking Marijuana in the Netherlands is not against the law.  The same article later goes on to state, “When teens in Amsterdam think of pot smoking, they think of the chronically bewildered tourists they have to look out for while cycling downtown. For many, smoking pot is just not that much fun if there aren't any laws being broken.”  The Netherlands have been able to curb their Marijuana use by this system, and they are socially much better off because of the reduced numbers of Marijuana users.  Despite their advanced system, it still has its faults.  It is still illegal to grow and sell Marijuana in the Netherlands and to possess more than an ounce outside of the 280 coffee shops that are allowed to sell the drug.  The flaw is that the only way for the shops to obtain the drug is through illegal growers.  So despite the fact that the government is able to control most of the individual drug purchases through these shops, a black market still exists for growth and distribution to these shops.  This recently has created friction between the shops and the government, as federal forces have begun to crack down and raid shops that obtain the drugs illegally (Littlefield).  This paper’s proposed system would allow certain growers exclusive rights to Marijuana as well as other illicit drugs.  This action would be able to control the market supply of the drug as well as cut down on the black markets associated with drugs now.  Centralized systems would create the structure that is needed to monitor the drug market.  Also, in conjunction with the earlier Tabbach article, punishments for illegal possession, such as an amount above the maximum penalty, would be less than the current system we operate under now.  Laws regarding illegal supply would have to remain strict in order to keep the supply structure intact, but overall the punitive system would be less harsh.
	Different Tax structures could have varying effects on the market and its participants.  For example, a straight tax to every unit of drug sold should be taxed.  This method would raise money on every sold and would combat the effort of addictions by making it expensive to purchase drugs.  However, it would allow for more first time users who may become addicted to the drug that time or in later uses.  A more intriguing scenario would be to have potential drug users buy passes to use drugs.  A high price for the pass or license would provide a substantial barrier to entry for first time users.  Drug use would decline dramatically because people are not willing to pay thousands of dollars to experiment with a drug.  Addicts are likely to have that incentive to pay more for the drug.  After the charge for entry into the market, drugs will be sold slightly above their marginal cost to provide a profit for the government but lower than the previous scenario in which a high tax is inferred.  The problem with this tax structure is its incentive for users to enter the black market.  A black market may be created because of the high barrier to entry.  Drug lords would have an incentive to market towards new users who want to experiment with the drug without the cost of the license fee.  A solution to this would be to charge a lower cost for licenses to use drugs, and then charge monopolistic prices for the drugs.  This would still provide the profit the government is expecting as well as deter potential users from entering the black market to obtain their substances.
	This innovative structure for the drug markets allows for governments to make profits to boost their large deficits as well as deter drugs in their countries.  With that being said, it will take a strong leader to break the status quo and attempt this radical concept.  But at the same time, whose right is it to call it radical?  Drugs have been around since the Mesopotamian empires.  Do governments really have a right to stop drug usage?


Abstract
The paper argues for the legalization of drugs, targeting Marijuana as a focal drug.  Users would be able to legally use drugs in government regulated centers at government controlled prices.  The costs and benefits of the legalization effort are discussed as well as the different tax structures that could be implemented under the new system.  Also, a decrease in other maximum penalties is encouraged as new research shows that it may be able to deter crime.
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