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Introduction*

What isthelink between drugs and development? Thefollowing chapters answer this question. One
point is indisputable: the influence of illicit drugs continues to grow, drawing an ever-larger number of
peopleinto aperpetual state of dependence, physiological aswell asfinancial. Thedrug threat hasreached
such proportionsthat traditional ways of viewing it need to be reassessed; new perspectives are necessary
to take account of its modern manifestations. The objective of the present paper is to transcend debate
about the right solutions and to look more closdly at the nature of the problem. Today, the influence of
illicit drugs reaches far beyond the heroin addict and the crime syndicate. The drug problem is deeply
rooted in broader socio-economic concerns.

One conceptual roadblock which has prevented the drug debate from transcending limited circles of
interest in the law enforcement and health sectors is the stigma attached to those involved in drug-related
activities. All too often the fact that drug abuse is not an activity engaged in solely by criminal or
dysfunctional individualsisignored. Despiteitsillegality, the drug tradein some cases providesthe basic
necessities for economic survival. Andthat isthe point at which theinterests of peopleinthefields of drug
control and development intersect.

Drug abuse is defined herein as illicit production, trafficking and consumption. The concept of
development used in the present paper is based on that advanced by the United Nations Development
Programme (UNDP): a process of enlarging peopl€'s choices by strengthening their capabilities and
maximizing their use of those capabilities.® While the focus of the present paper is on the development-
related implications of cocaine, heroin and cannabis abuse, it should not be overlooked that millions of
people live under the influence of synthetic drugs like amphetamines and other substances ranging from
alcohol and tobaccotoindustrial products such asinhalants and solvents. Psychotropic substancesillicitly
consumed in developing countries often!indeed usually!originate in industrialized countries. This
illustrates the need to rethink outdated strategies which have long assumed a one-way passage of drugs
from developing to developed countries.

The reach of theillicit drug industry is reflected by the following figures:

(@ Theindustry asawholeis estimated to have an annual turnover of about $500 billion I afigure
which dwarfs the $62 hillion spent on official development assistance in 1992;2

(b) The area devoted to poppy cultivation in 1992 is estimated to have been 260,000 hectares
resulting in 3,700 tonnes of opium ! equivalent to 370 tonnes of heroin;®

(c) The cultivation of coca in 1992 occupied nearly 220,000 hectares with an output of
340,000 tonnes of coca leaf ! equivalent to 680 tonnes of cocaine; that same year, coca-growing areas
expanded by 20 per cent.

*Because the illicit drugs industry is, by definition, not part of the official economy, figures on drug
production, consumption and trafficking vary widely. Care should therefore be taken when considering statistics
related to the subject. Figuresin the present paper, unless stated otherwise, are derived from UNDCP sources.
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I. The impact of drug abuse on development

How illicit drugs exacerbate someof theseriousglobal problemsfacingtheworldisconsideredinthis
section. Thefinancial and employment effects generated by theillicit drug trade mask the negative side-
effects on the economic, social and environmental fronts. It can be shown that the short-term gains arefar
outweighed by the social and economic ills ushered in by illicit drugs. Those considered below include
lower productivity, the spread of the acquired immunodeficiency syndrome (AIDS), and environmental

decay.

A. Employment and productivity

Not even the most ardent supporter of |aissez-faire economics would argue that the negative impact
on health of smoking is somehow outweighed by the employment generated in the tobacco and medical
industries. The analogy holds insofar as theillicit drug industry is concerned.

The economic gains from theillicit drug industry should be seen against opportunity costs, i.e. what
could have been achieved with the resources used by theillicit drug activity. The opportunity costs of the
drug trade include: (@) lost investment in legitimate enterprise as farmers and processors funnel their
savings into illicit drug cultivation and production; (b) lost investment in human capital as drug-related
employment provides a false sense of security to its "workforce'; and (c) future costs to the quality of the
workforce as children get caught up in the drug trade.

With regard to the "merits" of the trade, the employment generated at each stage of the production
chain!® from harvesting to processing to retail distribution! creates aripple effect that justifieslabdling the
illicit drug tradeasanindustry inand of itsdf. Onestudy estimatesthat theinformal sector, of whichillicit
drugs play a prominent part, equals 50-70 per cent of the official domestic product in Bolivia, 30-40 per
cent in Colombia, 30 per cent in Pakistan and 50 per cent in Peru. In Balivia, it is estimated that 10 per
cent of the working population isinvolved in theillicit coca trade, which generates between $650 million
and $700 million annually. Between $150 million and $200 million of drug-related revenues stay in the
country.* In 1990, coca and cocaine exports from Bolivia amounted to an estimated 25 per cent of the
value of legal exports.®

The illicit drug industry can be likened to a sdf-generating engine of economic growth. Drug
traffickers introduce new products into an untapped market, buyers are found, and once users become
addicted, aminimum level of demand isvirtually guaranteed. Demand becomesindastic. Sellersreinvest
profitsto expand operations, and so on. Onekey input is surpluslabour, no shortage of whichis expected
in the developing world. Indeed, theannual rate of net urban migration is forecasted at about 4.6 per cent
by the year 2000.° The International Labour Organization (ILO) estimates that the overall labour force
in sub-Saharan Africa will increasein the 1990s by 3.3 per cent a year while employment opportunities
there will increase by only 2.4 per cent.’

At the same time, drug-driven growth requires a shift of limited resources! both in financial terms
(personal savings) and human terms (work-hours) Yaway from traditional investment options towards
necessarily high-risk, short-term ventures. Other productive investments are in effect "crowded out".



When authoritieseradicate cropsin accordancewithlocal legal provisions, theinvestment madeby farmers
isnullified. InBoliviaand Peru, thefall inthe price of coca leaves since 1992 has confronted many local
communitieswith ardated problem: in effect, their invested stocks arerapidly losing value. Inresponse,
many have moved from coca to coca-paste production in makeshift processing centres.

The negative impact of drug abuse becomes especially clear when the inevitable spillover effect of
rising consumption is taken into account. Where trafficking takes root, drug consumption inevitably
emerges. This phenomenon has a direct impact on the productivity of an affected country's citizens,
including its youth. OnelLO study involving Egypt, Mexico, Namibia, Poland and Sri Lanka found that
substance abusers have 2-4 times more accidents at work than other employees and are absent 2-3 times
more often.® The effects of substance abuse on national productivity are significant, as productivity gains
are crucial for a country's competitive position in the world marketplace.

The dynamics of the problem come even more sharply into focus when it is recognized that some
developing countries are outpacing developed countries in rates of drug addiction. Thirty years ago in
Pakistan, for example, the number of drug addictswas negligible. Substance abusewas limited mainly to
traditional opium-smoking. Ten years ago there were approximately 30,000 heroin addicts. Today there
areapproximately 1.5 million. Since 1988, the number of heroin abusersin the country has grown by over
8 per cent annually. By the year 2000, the number of heroin abusers is expected to top 2.5 million. In
Colombia, a study by the School of Medicinein Bogoté, found that every 24 hours, another 130 peoplein
that country start using drugs. Of the 130, 70 per cent are between the ages of 12 and 17.°

Asthis latter statistic indicates, while drug addiction cuts across a large variety of socio-economic
backgrounds, its relationship to age can be gauged more precisdy. TheWorld Bank statesthat on average
"users typically fall within the age group of 15-44, although most arein their mid-twenties".*® In Latin
America, the age group is younger, 12-22 years. Aswith AIDS, drug abuse often attacks people during

their most productive years, thereby converting a vibrant source of productivity into a burden on society.

Particularly prevalent among younger individualsisthe deliberateinhalation of solvents and various
commercial aerosols, a highly dangerous activity that has increased rapidly over the past decade. Inhalant
abuse, or "gluesniffing”, isattractiveto children and adolescents for asimplereason: the easy access, low
cost and powerful effect of many household products, like aerosols, glues, thinners and even gasoline,
endow them with a dual purpose. The abuse of such solvents by street children has become widespread
in Latin America, Africa, central and eastern Europe, aswdl asinindustrialized countries like Australia,
Canada and the United States of America. In Brazil and Mexico, solvents rank second after cannabis as
the preferred substance of abuse among children: 5-10 per cent of children in those countries abuse
solvents.

It isin this context that the growing phenomenon of street children enters the picture. Owing to
demographic pressures, cities of the developing world are fast becoming warrens of destitute children
trapped inacircleof poverty and drug addiction. Thirty yearsago, 55 per cent of Brazil's population was
rural. Today, 75 per cent of itspeopleliveincities. Threequartersof Brazilian street children are believed
to be migrants.** India is thought to have the largest number of street children in the world: Bombay,
Calcuttaand New Delhi each have an estimated 100,000 street children. A growing number areinvolved
incrime, withthejuvenileddinquency rateat 3.1 per 1,000.* When poverty and adolescent lack of regard
for legal norms are combined, theillicit drug industry can be seen to offer a means of economic survival,
a source of peer respectability, as well as a convenient, albeit temporary, escape from reality.



B. Acquired immunodeficiency syndrome

While it is widdy acknowledged that the primary cause of transmission of the human
immunodeficiency virus (HIV) in the developing world is heterosexual activity, intravenous drug use
accounts for a still substantial portion of AIDS-related cases.

There are several ways to view the rlationship between AIDS and intravenous drug use. Oneisto
examine the population of drug injectors and determine the number of HIV carrierstherein. In Thailand,
HIV infection among heroin injectors has increased rapidly since 1987, when AIDS was first observed
among the heroin-abusing community. Today, theinfection prevalencerate for intravenous drug abusers
is40-50 per cent.** In Myanmar, thefirst case of adrug abuser infected with HIV was recorded in 1989.
By 1991, 77 per cent of known HIV carriersweredrug abusers.** Over 90 per cent of intravenous heroin
abusers treated at the Y angon Psychiatric Hospital in Myanmar in 1990 turned out to be HIV carriers.”®

Another way to seethelinkage between AIDS and drug abuseisto look at theoverall number of HIV
carriersand determinetheleve of HIV transmission attributableto drug use. In Brazil, it is estimated that
whereas from 1986 to 1990 drug abuse accounted for 2 per cent of HIV transmission, from 1991 to 1992
it accounted for 28 per cent. In New York City, research has revealed that over 80 per cent of the cases
of heterosexual transmission of HIV involve a drug injector somewhere along the chain of transmission.*®
The same research shows that almost 90 per cent of perinatal transmission cases in New York can be
traced back to an infected drug abuser.*

The concern with the link between drug abusers and AIDS is well-founded, for thereis the obvious
risk that HI'V will spread from the drug-injecting community to others. In 1989, for example, over half the
drug abusers in the Indian state of Manipur (which borders Myanmar) were found to be HIV-positive.'®
This figure bodes ominously in view of the fact that 10-16 per cent of the drug addicts in Manipur have
had sex with prostitutes.®® Two per cent of antenatal mothersinthestate havetested HIV-positive, ashave
6 per cent of spouses of HIV-positive abusers.®

The World Health Organization estimates that whereas approximately 9 million people carried the
HIV virusin 1990, that number could expand to as many as 26 million by theyear 2000.>* More than 80
per cent of HIV carriersresided in developing countriesin 1990. This proportion is predicted to reach 95
per cent by 2000.%

In many countries, success in controlling the spread of AIDS will depend on targeting the epidemic
among intravenous drug users. Therearetwo possibleways of doing that. Thefirst involves reducing the
proportion of intravenous drug users who are exposed to HIV by the sharing of needles. This, of course,
requires substantial political courage; rallying communities in support of prevention strategies that view
theintravenous drug user asatarget of assistance can becontroversial. Needleexchange programmes, for
example, haveemerged withincreasing vigour inrecent years, but thetaboos still attached to such"radical”
approaches, which in effect promote the activities of the intravenous drug user, continue to prevent
Governments from embracing such approaches on alarge scale. Perhaps most importantly, however, in
many developing countries, the costs of distribution programmes are unsustainably high. For example,
many lack the necessary dectricity supply for needle sterilization. One researcher provides the following
assessment:

" Specific solutions effectivein one country will not translate directly to another, and this
is especially true when the one is industrialized and the other is not. An adequate and timely
response to the threat of HIV requires social change, whose pace is determined by the
community's readiness to accept such change. However, the repercussions of theHIV epidemic



inDUs[intravenous drug users] do not allow the luxury of time... . Researchinto prevention,
leading to effectivemethods of reducing and delaying initiation of injectingisvital ... . Improved
methods of inexpensively acquiring epidemiological and socio-demographic information are
needed to measurethe extent and nature of drug usein each country and forecast therisk of HIV
spread. Directing major interventions to identify core high-risk groups is a cost-effective
approach to conserving scarce resources."?

The second way to prevent AIDS from emanating from intravenous drug usersis to target high-risk
groups that could serve as channds of transmission from HIV carriers to the population at large. Inthis
context, strategiesto slow the spread of HIV should focus on groups such as prostitutes, their patrons and
runaway youths and on those places wheremarital norms condone polygamy and sexually active behaviour
by males. Inrecent years, owing to increasing knowledge of the spread of HIV, more preciseidentification
of target populations and a better understanding of high-risk behaviour and the media'simpact in changing
it, education and public awareness efforts have become increasingly effective® Early dissemination of
information by both official and unofficial sources on therisks associated with drug use has been identified
as amajor factor preventing the epidemic from reaching crisis proportions in many countries.®

Nevertheless, thetask isstill monumental. Thereisafineline between providing informationon HIV
protection methods and appearing to promote illegal or stigmatized activities.  Government
agencies! whether health ministries or law enforcement authorities! are rardly up to the task when acting
in isolation of their governmental or intergovernmental counterparts. What is required in this regard is
greater emphasis on multidisciplinary strategies in which ministries cooperate with each other and, when
necessary, work with external partnersin order to reach and sensitize the public from various directions.

C. Environment

Fromaglobal perspective, it must be recognized that the environmental damage caused by illicit drug
production is minimal compared with that produced by other causes, such as the production of
chlorofluorocarbons (CFCs). Itis, however, at thecountry level wheretheimpact of illicit drug production
is inarguably devastating.

There are three main environmental consegquences of illicit drug cultivation and production:
deforestation, soil degradation and water pollution.

Peru provides a disturbing example of drug-related deforestation. Its Huallaga region is one of the
world'srichest interms of fauna, with record numbers of species of butterflies, amphibians, reptiles, birds
and mammals. The United States National Academy of Sciences reportsthat as many as 300 tree species
arefoundin atypical hectareof Peruvianrainforest, compared with 7-15 in an average temperateforest.?

Inthislight, it is all the more tragic that the Huallaga region has evolved into the world's primary
source of illicit coca. Peru's coca-growing areas spanned 13,000 hectaresin 1972.%" Today, estimates of
thetotal land area devoted to the crop start at 125,000 hectares, 65 per cent (or 81,000 hectares) of which
are concentrated in the Upper Huallaga valley.® Thelocal economy of the Huallaga and Incaregions was
once based on cocoa and coffee produced by small-scale landholders. The system deteriorated owing to
thefollowing: (&) thelack of appropriateland-ownership legislation; (b) inadequate agricultural extension
services; (€) theabsence of viablemarketing options and distribution channds; and (d) isolation dueto civil
strife. Aswill bediscussed later, international commodity prices also played amajor rolein making cocoa
and coffee production commercially unattractive. Today, one widdy-recognized consequence is that the
region is firmly dependent on the production of illicit coca.



Withregardtothesecond environmental consequence! soil degradation! themost visiblemanifestation
is soil erosion. The World Bank estimates that "in some countries the losses in productive potential
attributableto soil depletion may amount to 0.5-1.5 per cent of gross domestic product”.?® The part played
by illicit crop cultivation and processing in this overall trend is a field of research that has yet to be
investigated adequately.

Becausetheharvesting of illicit cropsisanillegal activity, growers havelittleincentiveto play by the
rules when it comes to other areas of farming such as pesticide use. In such countries asthe Lao People's
Demoacratic Republic, Myanmar and Peru, the land tenure system, characterized by a high leve of State
ownership, leaves farmers with even less reason to care for the land on which they grow their crops.

Becausethedrug productionisillegal and theland is State-owned, pesticides and fertilizers are often
used indiscriminately. 1t can beargued that illicit crop harvesters use excessive amounts of chemicals for
the samereasons that small independent producers of non-traditional food exportsdo: thereisno personal
incentive, or credible legal disincentive, to stay within the limits.

By way of comparison, in Central America, donor agencies have been known to provide financial
incentivesfor largefarmers not to violate limits on pesticide residues, though this incentive does not apply
tosmaller farmers. Thus, it isno coincidencethat the smaller farmers have been found to apply threetimes
the leve of pesticides as do their larger counterparts.®

The third environmental consequence of illicit drug cultivation and production is water pollution.
While the main cause of water pollution at the global leve is disease-bearing human waste, at the local
levd in illicit drug-producing regions entire water supplies can be made unusable by drug-processing
chemicals.

Cocaine and heroin are often processed in rural refineries. The subsequent impact of chemicals on
water supply isunmistakable. Each year in Colombia, more than 20 million litres of ethyl ether, acetone,
ammonia, sulphuric acid and hydrochloric acid!all used in the production of cocaine hydrochloride! are
dumped into streams and tributaries that lead to the Amazon and Orinoco rivers. In Peru, an estimated
30,000 tonnes of sulphuric acid, 2,000 tonnes of calcium carbonate and 50 million litres of kerosene are
used annually to produce coca paste.®! In countless other small refineries, acetic anhydride, hydrochloric
acid, ammonia and other alkalis are used to process opium into heroin.

The environmental impact of drug production has long-term implications. One study portrays a
gloomy scenario:

"The wholesale removal of natural vegetation combined with the negative growth
characteristics of the coca bush itsef deplete the basic soil nutrients! nitrogen, carbon and
essential minerals!leaving behind highly infertile soils. In addition, nitrogen and phosphorous
residues from powerful herbicides, pesticides and fertilizers used by coca growers magnify soil
sterility. As the soils harden following the removal of coca bushes, they become extremely
hostile to the subsequent growth of other plants. Therefore, even if government officialsin the
Chapare, Yungas (Bolivia) or any other growing regions are successful in reducing or
eliminating coca, the possibility of planting alternative crops or effective reforestation on the
same lands will be woefully |essened."*

The environmental impact of drug production is an issue that must be seen within the context of
sustainable development. Thelink between population pressure and drug production, for example, is not
at first sight obvious, but is crucial nonetheless. Population growth often results in greater agricultural



expansion aimed at maintaining minimum subsistence levels. This often results in a decrease in fallow
periods. Ultimately sail fertility isreduced. Thislowersthe potential for marginal yields. Inview of their
income potential and relative ability to withstand harsh terrains, illicit crops are seen as an attractive
alternative. But their harvesting leads to further soil degradation, thereby eiminating the possibility of a
returnto other crops. Inthislight, illicit drug production fitsinto the oft-cited nexus of population growth,
agricultural stagnation and environmental degradation.

D. Conflict stuations

This section contai nsan examination of threeexamples of how armed conflict influencesdrug control.
Under certain circumstances, ethnic conflict in particular can take on distinctly drug-related dimensions,
as minority groups turn to illicit drug production and trafficking to finance their activities. However, it
should also bementioned that in the past, authoritarian Governments havetried tojustify counter-insurgent
campaigns with unconvincing!® often vacuous! claims that they were acting in the name of drug control.
With regard to the ethnic dimensions of theillicit drug phenomenon, in some parts of south-east Asia, as
el sewhere, autonomy movements against authoritarian Governments have often been propagated by narco-
strategic factors; it has been alleged that competition among ethnic groups has in some cases allowed
Governmentsto play onegroup off against the other, with access to the opium trade serving asthelurefor
support.®

The implications for reconstruction and peace-building efforts are clear. In situations of armed
conflict, theillicit drug industry can develop into an integral part of the local economy. When countries
are attempting to rebuild, they are at their highest level of vulnerability. This section looks briefly at the
experienceof threecountriestorn by armed conflict, Afghanistan, L ebanon and Peru each of which testifies
to the fact that conflict is a perfect breeding ground for illicit drug activity.

Theconflict in Lebanoniswidey blamed for thetransformation of theBega'avalley, anarea 75 miles
long and 20 miles wide, into a centre of opium poppy and cannabis cultivation. While there has recently
been some success in weaning the country's farmers onto alternative crops, the process has been difficult
and has suffered setbacks. Between 1975 and 1991, some 500 tonnes of hashish and 3 tonnes of heroin
(worth approximately $1 billion on the world market in 1991 prices) were smuggled from Lebanon into
Europe.®

In Peru, where protracted civil strife has claimed thelives of 25,000 people and caused an estimated
$23 hillion in losses, the reconstruction process hinges on the country's ability to overcome drug-related
problems.® Recently, areative degree of calm has returned to the country; as a result, despite continued
risks, foreign investors have channdled or announced plans to invest more than $2 billion in the Peruvian
economy.* The Lima stock exchangeis flourishing: between 1989 and 1993 trade volumeis estimated to
have expanded by over 200 per cent to morethan $1 billion.*” While it may appear as though Peruis on
theroad to reconstruction, illicit drugs continueto represent anintegral part of its economy. The country
has witnessed an increase of 40 per cent in the area under illicit coca cultivation since 1990.® Of atotal
labour force of 7 million, 500,000 are estimated to be involved in drug-related employment, including
200,000 peasants in coca cultivation. Between 1988 and 1990, coca leaf accounted for 5 per cent of
Peruvian agricultural production. Thevalueof cocainetrafficking was the equivalent of 10 per cent of the
country's legal exports.

No country demonstrates the dangerous link between armed conflict and illicit drugs better than
Afghanistan. The military conflict there has evolved from a guerrilla uprising against external forcesinto
one of internal chaos, resulting in extreme suffering among civilians, displaced populations, one of the



highest infant mortality rates in the world and, unsurprisingly, a low position in many of the world's
development indices.

Afghanistan provides more than an example of the havoc wrought by armed conflict. It also
demonstrates the extent to which the illicit drug industry can evolve into an economic lifdine for a
population. Today, the country is by far the leading producer of opium in south-west Asia. Though
statistics vary, annual opium cultivation is estimated to yied up to 2,000 metric tonnes or more. The
symbiosis between military conflict, armstrade, drug production, trafficking and addiction hasresulted in
amost total dependence on drug-related revenues to maintain armed forces. Warring groups continue to
strugglefor control over areas suitablefor poppy cultivation and opium and heroin production, afact that
is fraught with implications for the country's long-term reconstruction. The political and economic
development of the country inevitably risks being stifled aslong as drugs are seen and utilized as a source
of power.



II. Implications of economic reform in the
developing world

Whereas the previous chapter focused on several clearly established effects of drug abuse on
development, this chapter presents a discussion of potential and future areas of risk. Specificaly, the
welcome process of economic reform in the devel oping world will leave many economies vulnerableto an
increase in drug-related activity. This vulnerability isfed by profound financial and economic needs and
can be explained by a simple premise: drugs can bring in money, and a lot of it.

InApril 1993, thedirectors of theInternational M onetary Fund observed that the strong performance
of many developing countries! reflected in markedly higher savings rates, greater investment in physical
aswdl as human capital, higher efficiency of investment and stronger overall growth in productivity 'was
dueto "fundamental economic reformsthat had led to more stable and sustainable economic conditions'.*

In a substantial turnaround from the inward-looking policies of earlier decades, many Governments
inthedevelopingworld arenow liberalizing financial markets, dismantlingtradebarriers, privatizing State-
ownedindustries, lifting restrictionson foreigninvestment, rectifying budget imbalancesand shifting tofull
currency convertibility. Yesterday's government intervention is being replaced by reiance on market
forces.

What is taking place in many economies of the developing world is a distancing of official oversight
from capital transactions and private sector operations. Y et the well-founded sense of optimism in this
unprecedented economic process must be tempered by anote of caution and concern. The control of drug
abuse! like the control of contagious disease and the promotion of clean air ! can be defined as a public
good, i.e. oneperson's " consumption” of the good does not diminish its availability to others. I1neach case,
private markets alone will provide too little of the public good; government involvement is needed to
increase its supply. Furthermore, drug abuse has large negative externalities ! consumption by one
individual has negative effects on others. Drunk driving, heroin addiction and illegal economic activity,
for example, meanthat leaving too much regulatory responsibility to private marketswill lead to unwanted
consequences detrimental to public welfare. Thisisanother reason for amajor government rolein thefield
of drug contral.

It is becoming clear that, without private sector regulatory controls to replace those of government,
developing countries as well as economies in transition are becoming an ever more prolific source of the
precursors and essential chemicals necessary for illicit drug production. Firms attracted by the prospect
of easy profits have invested heavily in developing countries to market products which are regulated and
restricted in their home countries. Inits 1992 report, the International Narcotics Control Board points to
the practice of pharmaceutical companiesin Bulgaria manufacturing uncontrolled "look-alike" stimulants
destined for illicit marketsin Africa.*

No onewould disputethat theeconomic liberalization in the devel oping world isa positivetrend. But
the dismantling of economic controls inadvertently weakens the safeguards! however ineffective! which
have served to stem the expansion of drug trafficking activitiesin the past. Similar cases can befoundin
theneedfor official involvement to control toxic wastedumping and arms proliferation. Inthe caseof drug



abuse, what is needed to offset the diluting regulatory effect of economic reform is more attention to
specific and appropriately conceived drug control measures.

A. Finance

One significant result of economic reforms in the developing world is an unprecedented pattern of
external finance. The new pattern of lending has two features that distinguish it from that which
characterizedthe 1970sand early 1980s. First, afar smaller proportionisrepresented by commercial bank
lending; more now comes from companies and private investors. Secondly, private firms are enjoying a
larger share of incoming flows relative to the past.

Thepurchaseof State-run enterprises, theacquisition of businesses by privateinvestors, and the shift
tofull currency convertibility all provideamplescopefor financial manipulation by criminal organizations
associated with theillicit drug industry. Thisthreat is often generalized under theumbre laterm of money-
laundering. The Financial Action Task Force, established in 1989 by the heads of State or Government
of the Group of Seven major industrialized countries, estimatesthat approximately $85 billionislaundered
each year in Europe and the United States. The new shift in focus towards emerging marketsin Asia and
Latin Americal with thelatter already witnessing substantial increasesin repatriated flight capital ! raises
concern about the risks facing emerging financial systems. Such risks go well beyond the mere recycling
of illicit revenues into legitimate enterprise, an act which amounts to little relative to the total value of
private-sector capital flowing into developing countries. With the trend towards privatization, the real
danger comes from the ability of drug traffickers not only to launder funds, but also to acquire portions of
what constitutes a second-hand sale of global proportions.

With significant volumes of liquidity at their disposal, criminal entrepreneurs haveeverythingto gain
by establishing a foothold in emerging economies and financial systems. Methods used include both the
direct acquisition of firms and property, as wdl as portfolio investments in emerging stock markets.

Colombia provides atdling example. Conservative estimates put the annual income of Colombian
drug cartels at around $4 hillion. Of that total, it is believed that up to $1 billion is fed back into the
domestic economy eachyear. Much of it goestowardsland purchases ! about 30 per cent of all productive
land in Colombiais presumed to belong to drug traffickers.** In Cali, the constructionindustry isbooming
as a result of a proliferation of luxury condominiums, hotels and office buildings. The construction
industry there grew by 37 per cent in 1992-1993.%

In the Russian Federation, crime syndicates have already infiltrated the country's financial system.
It has been reported that with the collapse of the centralized financial system, the banks in the Russian
Federation are more than ever before both targets and vehicles for fraud, money-laundering and extortion.
Many have been set up by mafia-style organizations to launder ill-gotten gains.** In 1993, the Russian
central bank established a minimum capital requirement to operate a bank, equivalent to only $80,000 at
thetime. The central bank has not yet established legal guidedines on preventing money-laundering.

Oneother reasonfor thevulnerability of liberalizing economiesistheantiquated methods of interbank
transfersthat organized crime syndicates can exploit. According tothedirector of the Centrefor Strategic
and Global Studies of the Russian Federation, morethan $12 billion disappeared fromthe Russian banking
systemin 1993 into the pockets of criminal organizations.** In one case alone, local mafia channelled $40
million by manipulating the outdated technology used by banks.** It is alleged that organized criminal
groupsin Moscow have bribed and extorted their way into most major banking and lending institutions to
gain access to individual and corporate accounts.*
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Once established in the legitimate domestic economy, drug traffickers generally have considerable
freedom: (@) to transport illicit goods under the guise of legal merchandise; (b) to create new markets for
wholesale or retail distribution; (c) to establish or arrangefor new sources of precursor chemicals; and (d)
to launder even moreillicit revenues.

B. Trade

Over the past five years, developing countries have led the world in reducing barriersto trade. And
yet, despite significant benefits to the global economy, there are potentially negative side-effects insofar
ashigher trading volumesand fewer official constraints can facilitate the cross-border transactions of drug
traffickers.

Regional arrangements and reciprocal trade liberalization can contribute substantially to increased
trading volumes. Whiletradeliberalization does not necessarily imply areduction in official cross-border
contrals, thelikely effect of increased trade volumesis lower official capacity to monitor illicit traffic. In
this context, the experience of a developed customs union, such as that found in Europe, is instructive.
Statistics vary among member States of the European Union, but the overall trend is the same: as trade
barriers have been lowered, drug trafficking has far outpaced the capacity of customs administrationsin
coping with the drug trade. Over a 10-year period ending in 1994, which saw a considerable rdaxation
inintra-European trade barriers, European seizures of heroin increased nearly 700 per cent ! afigure so
high that it can only be partially explained by more effective interdiction efforts.*” The story is the same
for cocaine seizures over a similar period of time: from atotal of 0.4 tonnes in the early 1980s, such
saizures increased to 16.8 tonnes by 1991. Degths in Europe resulting from drug abuse rose from 940 in
1982104,979in1991.*® Partly asaresult of fear of increased drug trafficking, Governments have raised
concerns about the implementation of the 1989 Schengen agreement, which calls for free movement of
people among member States of the European Union.

The North American Free Trade Agreement, between Canada, Mexico and the United States, is
another highly visible example of trade liberalization. But the Agreement has already been demonstrably
linked to emerging patterns in illicit trafficking. The United States International Narcotics Control
Strategy Report of April 1993 concludes that "thereis ample evidence that Canada is used increasingly to
transship heroin from southwest Asia to the United States. The so-called Cali and Meddllin cartels also
channd cocaine through Canada by private aircraft, commercial container vessds, fishing vesses and
coastal freighters'.*

Asintraregional trading volumes expand in Asia, theleve of disposableincomeis expected to grow.
With theworld's two main opium-producing countries! Afghanistan and Myanmar ! sitting, effectively, on
theregion'sshoulder, thereisahigh probability that trafficking and consumption problemswill increasingly
affect theregion. This dynamic is well recognized by the Government of Viet Nam, which has attached
increasing priority to drug control as its economy continues to expand.

South Africa's re-entry into the global trading regime has enhanced therole and rlevance of Africa's
regional preferential trading arrangements.  In this regard, it is significant that illicit drug
activity ! particularly theillicit psychotropic trade! hasalready taken holdinthat country aswell asin many
othersin the region, such as Kenya and Zambia. As is mentioned below, the particular socio-economic
characteristics of Africa make it especially vulnerable to an expansion inillicit drug-related activity.

C. Pricesand income

11



Froman economic perspective, illicit drugs areacommodity, and a particularly lucrativeonerelative
to others exported by developing countries. Prices of most primary commodities have not only remained
low since the 1980s, many have actually declined in nominal terms, owing to abundant supply, recession
in developed market economies and the slump in former socialist countries of eastern Europe. Primary
commodity prices, in dollar terms, fell by 11 per cent in 1991, affecting virtually all major commodity
groups.® Since 1993, theprices of cocoa, coffeeand sugar have begunto recover, but whether thisupward
trend is sustainable remains in doubt.

The steady decline since 1980 in the purchasing power of developing country exports has enhanced
the difficulty in controlling international drug trafficking. For many net food-importing countries, this
dilemma may intensify with the conclusion of the Uruguay Round should they begin to pay higher prices
for food imports.

Comparisons between primary commoadities and illicit crops reflect a strong economic incentive to
cultivatethelatter. Datafrom 1992 on price and production costs for cocafarmersin Peru, for example,
indicate that net income per hectare can equal approximately $2,600; for coca growers who decide to get
involved in coca paste processing, the figure doubles to over $5,000. For the country as awhole, average
annual per capita income was $2,000 for 1992,> though it is believed that half the labour force was
employed in the informal sector.*?

Theper capitaincomederived fromillicit drugsisusually far higher than average national per capita
incomelevels. In Pakistan, where annual per capita gross national product (GNP) is equal to $400,> one
kilogram of heroin base can provide suppliers at the place of origin with $750-1,000 per year. In
Lebanon's Bega'a valley, it has been reported that a farmer with about 11 acres of opium poppy can earn
$8,000 per year in a country where per capitaincome stood at $2,300 in 1990.%* A recent report on the
L ao Peopl€e's Democratic Republic claimsthat onekilogram of raw opiumwill fetch $100, an amount equal
to nearly half of what the average citizen earns each year.®

Such pricing differentials, however, often mask the fact that farmers of illicit crops rarely receive
more than minimal subsistence-level compensation for their efforts.

Other reasons for cultivating illicit crops can be compelling. Despite the limited prospects for long-
term agricultural sustainability pointed to above, illicit crops are generally less problematic to grow than
many other primary agricultural commodities. They can be harvested where other crops cannot endurethe
rough terrain. They can be stored for long periods and they travel well. Raw opium, for example, can be
stored for years. Thisisespecially relevant in many developing countries wherethelack of infrastructure
between rural areas and urban markets poses insurmountable transportation problems.

Another incentivefor growingillicit crops such as opium poppy and cocabushisthefact that it frees
farmers from having to channd ther product through government marketing boards, which in many
countries still operate as State-run monopolies with slow and inequitable payment systems and high
bureaucratic overhead.

It isdifficult to prove conclusively that Africa'sinvolvement in theillicit drug tradeis a consequence
of its dwindling share of world commodity trade over the past decade. Nonetheless, the circumstantial
evidenceis compdling. The purchasing power of sub-Saharan Africa's exports has fallen by about 37 per
cent since 1980.%° Sincethat year, theregion's sharein the production of food, agricultural raw materials,
metals and fuel hasfallen substantially as a percentage of developing country exports.>” At the sametime,
African countries have enjoyed almost noneof therisein capital inflowswithwhichthosein Asiaand Latin
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America havefinanced their economic growth. The continent's total debt burden has, infact, tripled since
1980 as debt-restructuring arrangements have erased only 2 per cent of the total outstanding principal >

Precise targeting by Latin American and Asian drug cartels, as well as the extensive availability of
small-scale entrepreneurs amenable to illegal pursuits, have contributed to Africal's emergence as a
trafficking heartland. Inmany respects, thecartelsand entrepreneursaresimply exploiting theincreasingly
desperate need for revenue. Widespread use of African countries for trafficking has also led to the
inevitable spillover effect of rising consumption. In particular, there has been a rise in the illicit
consumption of hard drugs, in addition to the already commonplace abuse of psychotropic substanceslike
amphetamines. The streets of Kenyan, Nigerian and Zambian cities reflect this trend all too well.

Africa also shows that illicit drugs do not emerge on local markets solely because of the innovation
of local entrepreneurs; rather, they are systematically introduced and marketed by traffickers who are
attracted by thefollowing: (@) a country's general lack of legal and institutional controls; (b) geostrategic
considerations; (¢) government unfamiliarity with or indifference to the drug threat; and (d) prevalent
economic vulnerabilities.

The magnet of theillicit drug industry reaches well beyond thefarmer. At thelocal levd, effortsto
reduceillicit production are hampered when low salaries leavelocal police or military officials vulnerable
to the enticements offered by drug traffickers. But thepolitical dilemmas posed by theillicit drug industry
arenot limited to personal enrichment. For some Governments, even with the best of intentions, worsening
terms of trade mean that hard currency revenues! drug-tainted or not ! have special appeal even at the
official level. For those faced with seemingly untenable debt-servicing burdens, drug money can be seen
as a panacea for a vast array of other public commitments. In 1992, the proportion of external debt to
GNP was 84 per cent for Bolivia, 48 per cent for Pakistan, 95 per cent for Peru and 386 per cent for
Zambia.>® Insuch desperate situations, officials find themseves caught in a dilemma between looking the
other way in order to finance governmental expenditures and enforcing laws against drug trafficking. In
financial markets, Governments often find themselvesin an anal ogous situation: by relaxing controls and
establishing safe-money havensin order to woo investors, they runtherisk of attractingillicit funds, losing
creditworthiness and lowering prospects for long-term financial stability.
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[ll. Foundations for an integrated response

A. Shared interests

Sustainable devel opment, health and education for all, economic growth, environmental protection,
population management, respect for human rights, good governance ! these are but a few of the goals
shared by both drug control and development organizations. The question of how to ensure a higher leve
of inter-agency cooperation in fulfilling these common objectives is the subject of this section.

In recent years there has been growing attention on substance abuse as a detriment to development.
Noteworthy in this regard is the World Bank's use of the disability-adjusted life year in its 1993 World
Development Report, which quantifies the burden of diseaselincluding tobacco-smoking and
alcoholism? ondevelopment. Thistrend has acce erated with thegrowing perception that drug abuseis not
merely a crime but, on the demand side, an illness requiring treatment and, on the supply side, an industry
requiring effective safeguards.

It is not only that there are overlapping interests on the problem side. There are also common
solutions used in both thefields of development and drug control. For example, educationisabasic "tool"
in both fields. UNICEF, inits path-breaking 1993 publication The Progress of Nations, reports that the
proportion of thedevel oping world's children enrolled in primary school hasrisen by twothirdsin 30 years,
from 48 per cent in 1960 to 78 per cent in 1990.%°

Indeed, many of the tools of development and drug control are similar. In addition to the
strengthening of educational services, there isincome generation, including the provision of rural credits;
institutional capacity building; upgrading health care; improving transport infrastructure; enhancing
marketing skills; raising awareness on health risks; and mobilizing society for public welfare. The
conceptual underpinnings on which thesetools must beused arealso similar: research and analysis; policy
formulation; and institution-building.

One factor which has prevented a long-overdue rethinking of the relationship between drugs and
development is a lingering misperception of the aims of international drug control. Thereis a sense that
achieving drug control objectives means coming down hard not only on criminals, but also onfarmers, their
families, and those individuals in futile search of psychological escape.

Theimage of drug control organizations supporting authoritarian regimesin a manner that overlooks
individual rightsis as common today as it was 20 years ago. Inthislight, "law enforcement™ still reeks of
authoritarianism. This perception, whileto a degree accurate in some cases, must nevertheless berefined.
First of all, it should be better understood that law enforcement means different things in different
circumstances. Of course, it isoftenthecasethat legal institutions, including police, aresimply unprepared
to address the rapid emergence of drug-related crimes. In such cases, assistance must naturally focus on
building and indeed strengthening institutional capabilities. However, where powerful legal authorities
ignore human rightsin order to satisfy questionable palitical agendas, assistance should be aimed at better
entrenching law enforcement mandates and capabilitiesin democratic foundations shaped by the collective
will of the people. In this light, insofar as drug control has a human rights dimension, international
priorities must focus on strengthening the link between democratic legitimacy and the rule of law.
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As a better understanding of the linkage between drug abuse and underdevelopment spreads
throughout theworld, therewill inevitably begreater recognition of thefact that drug control'sultimateaim
is to help people. Effective drug control means steering children away from a life of crime. It means
assistingindividualstoreintegrateinto civil society. 1t meansmaking surethat Governments do not benefit
fromillegal earnings. It means helping peasants to make a better life without having to fear the law. It
means assisting countries to recover from the ravages of war. It means preventing people from getting
AIDS.

B. Partnership

The need for a division of labour between development agencies and drug control bodiesis evident.
International, regional and local drug control organizations often have a limited operational scope and
funding base. They have strengths in: (@) analysing the nature and extent of illicit drug production,
trafficking and consumption; (b) raising awareness of the detrimental impact (health, social, economic,
political) of drugs and related activities like money-laundering; (c) conceptualizing policy responses in
cooperation with Governments; (d) coordinating the drug control investments of Governments and
international bodies; and () venturing into pilot initiatives of their own. In addition, they can contribute
to an array of initiatives in such areas as institution-building, legislative assistance and the strengthening
of prevention and rehabilitation capabilities at the country level.

In short, there is untapped potential for a greater operational interplay between drug control and
development bodies. Onepromising areaisthefield of education. For example, joint effortscan contribute
to curriculum development in communities where drug abuseis a prevailing threat. There are many other
opportunities to realize amore rational division of labour between drug control and development bodies.
Inthe health sector, for example, health-care centres in drug-producing areas must in many cases be better
equipped to take on and pre-empt drug-related disease ! to say nothing of HIV prevention among
intravenous drug users. Employment schemes often need to be shaped to better recognize and account for
the hidden work alternativesin theillicit drug industry. In countries characterized by ahigh leve of drug
activity, macroeconomic and, particularly, microeconomic restructuring programmes must focus attention
on therole played by theillicit drug industry. This entails broadening the analytical scope thus far used
inthefield of economic development. Finally, projects aimed at addressing the needs of street childrenin
many countries urgently require added emphasis on drug rehabilitation and prevention. Many other
examples could be cited.

In any joint undertaking between drug control and development bodies, it is of course essential that
multidisciplinary teamwork and consultation begin at the planning stage of the project cycle. Only inthis
way can drug control, when deemed appropriate, be included as an integral part of an overall package of
development assistance. As one representative example, strengthening the educational systemin a drug-
plagued community should involve a division of labour such as the following: development bodies
concentrate on building or improving school facilities, providing books and other necessities for students
and ensuring that recurrent costs such as teacher salaries can be covered on a sustainable basis; drug
control bodies develop preventive education programmes for young people, fund outreach initiatives to
reintegrate drug abusers into the school system and launch awareness-raising campaigns to enlist the
support of local communities.

Another useful example of cooperation involves post-war reconstruction. Thedivision of labour, in
this case, is one where development bodies focus on issues such as the reactivation of agricultural
production, control of disease, reintegration of refugees, rehabilitation of infrastructure and tapping of
reliable sources of long-term income. Drug control bodies play their part by assisting the country (a) in

15



providing legal assistance to integrate the country into the international legal framework; (b) in ensuring
against the emergenceof illicit production; (c) in developing theinstitutional mechanismsto prevent cross-
border trafficking; and (d) in preventing arisein domestic abusethrough education and rehabilitation. This
latter areaisoneinwhich non-governmental organizations arebeginning to play an especially integral role.
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IV. Conclusion

Not too long ago!and in some circles even today!the drug debate was characterized by an
ill-conceived dichotomy between so-called "producer” and "consumer” countries. For the most part, that
dichotomy I palitically convenient yet practically deficient! has been discredited. In retrospect, it can be
seen to have hindered progress in the world's fight against illicit drugs.

From that initial stage of the evolution of the drug debate, a sense of collective responsibility has
begun to emerge, gradually ! even painstakingly ! giving riseto a second stage which continuesto this day.
The debate has shifted to how to approach the problem: whether it is best to tackle the problem from a
legal or a health-related perspective. Even though the debate is no longer dominated by an "us" versus
"them" undercurrent, it can be argued that the same adversarial principles are being uphdd; the legal
advocates see the problem as a criminal issue requiring enhanced law enforcement while the health
advocates see it from the consumer's viewpoint as one requiring medical treatment. In effect, the debate
has shifted from the inter-country to the intra-country level.

Thus, while the conceptual framework for international drug control has changed for the better, it is
still far from complete. The aim of this paper is to advance the evolution of the drug debate one step
further. Its basic premiseis that there must be a shift away from the still-present bipolar spectrum of
debate to one of a multidimensional nature. The drug problem cannot be adequately addressed when seen
from an exclusively legal or health perspective. The debate must be expanded to include still other areas
of saocial, economic, and political analysis.

Whether to get involved with illicit drugs is the central question which many individuals!both
potential drug users and drug suppliers! must answer. An approach that involves helping peopleto make
such decisions after they have accurate information, adequate shelter and other basic necessities must
replace an approach that has long relied on Governments to do the deciding for them. The links with
human devel opment are self-evident.
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