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1. CONDUCTION

Drug illegality T or, drug supply illegality, rather, which is what | mdanii d r u
I | |1 e g albesnbtyachieve higher prices and thus less use in thetinayou
believe, but are bad policies that create corruption: first giraine creation of
criminals that corrupts through what | call conductiaihig first talk), and then
throughthe creation of criminal surpluses that corrupts through what | calection

( t h the néxs talk the second Conduction causes convection, so conduction i
where we mat start, even if convectias sexiermore counterintuitivenore serious,
the reason that illegality is a scaamdmuch moremindboggling

2. CONVECTION

Conductioni how criminals including how protectorsare created is only the
begi nning, and bfteeunfedognizetdadmessesi | | egal i



Becausethere are ther things thaprotectors can, and wjlbeused for, andhis
leads us to the secondrely recogized consequence of illegalityvhat will be
referred to as convecti@and itssubheadings

This secondllegality-conseguenceis about the facthat an illegal drug market
more or less automaticallgets cornered, and awt what follows from this. The
convection that resultsn corneringi cornering is about the end of competition,
monopolization, agreedpon pricesno nav sellersand huge surpluseakat need to
be invested hasconsequences that afie Absolutelyterrible,2. Big enough to have
global consequencesnd 3. Unfortunately much harderto understandhan the
consequences of conduction

To see that by creating bad people (our three types of criminals) bad things a
made to happenis easynaybpen ot as easy asS erroneous
what i1 s bad shoul d be iilbltewlaeasiertisanseengu
that illegality causes cornering, that in turn causes bad surpluses, that in turn corru
as it gets invested.

In order to do that to understandheseconvectionconsequencesislet me please
return you toyour partly unhappy drugord personathat | tookmyself the liberty of
putting you in when talking about conduction.

You, as a drugord are partly unhappy because you have to pay your protectors
nearly as much as you used to pay in harassomnpensation.



1. The Exercise

Yet, it isalsotrue that younow have a pd-for army of bad guys at your command
I your protectors and t is equallytrue that these guys can be used for otiseful
thingsinsideyour growing enterprise as you aheersifying into new areas

Yet,you stilla r ehappy.

You are unhappiess becawesyou have to pay these guysexorbitant amount of
money than because youféeh at y ou ar e noatwofthg sittiationamad
you are afraidhatsome other lord wilfigure out how tssqueezehis out, whatever
it is, before youdo, andthusput you out of business

Now, let us see how you get lucky, and come up with a totally gdraeging
realization: a realization that will be the little acorn out of which a huge forest of gic
oaks shall grow, as this realizatithren will producetheidea that will solve all your
problems.

By the way, did | mention that you are the biggest doud in the area?



We | | i f I didnot, |  suddeiy tealize hisapreeisely thie c &
that as your nexdloor druglord neighborhas a markeshare that is only half of yours,
he has only (roughly speaking) half as many protectors as you have.



1. The Exercise

Big turf equals many protectors, small turf equals few prote¢tmrsaverage)
t hat 6s youndnmoava li it z amoiraedg to geeydureganyebanging
idea.

Let me repeathis because this is central to how illegality corrupysconvection
and maybe the hardest thing to gra3jne realization that the number of protectors
that a drg-lord has at his command willagain,roughly speakingand on average
correspond to his or her markgtare will result in an idea that is central to
understandingvhy illegality is bad: understandinghy illegality causegornering
that causesorruption byproducing bad moneyhat males bad things happen as it
gets invested.

Recall. Your realization wasig market sharequalsmany protectors, ansimall
market sharequalsfew protectors

Your ideg that followsnaturallyfrom this realizationis that your protectors can
be put toother use than simply keeping your producers, transpomeryaurself
from being harasse@nd of courseassisting witha whole lot of other things that
you little by little have come to realixeThis is why,one day youi one man(or
woman)to rule them ali gather your protectors

You gatherall your protectors, antbgether with themyou pop over to the néx
door druglord, who has only half as many protectors as you hswerising him or
her.



,/_;r:7,}»’0'gjﬂ-"—”@#
Well, thatwas yourgamechangingideai only that and nothing more and it all

went pretty wefPl, wouldndét you say

It was Stalin who saidh The pope, how many ment ha
something similarwithout ever havig heardanythingabout what Stalin sai&nd
you are theone whoput it into practice.

So, what did you get up teext?



1. The Exercise

/:Pzwoafﬁ"@ﬂ

Well, | suppose | do notally have to explaithat, nowonceyou know what the idea
was.You applied it wherever you figured it would work.

Was it Tennesee Ernie Ford or Johnny Casbwiote;i When you see
better step aside; a | oWhoevéritwas,ie wadtedtn
for you.
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However, pst as when you started hiring protectoitheo druglordsi lords Do
big for you to safely attack i swiftly followed suit, and didaway with their
neighboring smaller drulprdstoo, just like you did.

Copycats, all of them!

And soon the drutprd landscape becamme made upof a smaléer number of
biggerplayers big playersuch as yourselCongratulatios ; youod6ve hit

Now. Listen pleasé This new reduced number of driigrds will be a number
small eaough for you to agree much more often than before.

And what you will agree on, mainlwill be on turf bordersmake an efforhot to
let newcomers inand especially,not to competeamongst yourselby means of
prices at least not as much as you did before, and #mysperfecicompetition
resemblancevill cease to exist

Also, you and your fellow drudprds are now allso big that nonef you can be
attacked at a reasonable cost, or with a reasonably cdawmnable outcome
especially aghird-partydrugl or ds woul dndét t aksuddkniynd
doubling his or her tunh this new landscap&o, there will be peace.

Not always, not comfortably, but there will be peace and happiness, at least mo
of the time.



1. The Exercise

There will be peace, becausewar is bad for business, a@dyou arenow few
enough to agree on it.

There wil be happiness, because now yuglords will have cornered the market
S0 as to create a monopoly, and monopolists by definition are happy.

Well, this isan oligopoly rather thara monopoly actually, but the consequences
are similar to those of total cornering or monopolization, in slbatething (in this
caseillegality) will have created, for the benefit of the surviviogmpetitors (here
you and your fellondruglords), a barrier to enyr that keeps newcomers out and
allows you, monopohjike, to set prices at or close to where profits are maximized.

So how much prof#will these new conditionsause?

x Q=% of world profit

Sort of
Competition

/

F

P/erfect C
Harassment C
Cornering
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A lot, andl mean really a lot.

This corneringmeans, that in relation to tipeofits (heremeaning profitseeding
to-bereinvesteeprofit) that perfect competition would have yieldeds well asto
the profit that harassmertompetition would have resultediinthe cornering profit
will be very much higherso much higher that &vnow are talking about % of all
profit. Yes,% world profit: this isone reasomvhy you should listen!

Now, please note that thisgh cornering profits notcaused byricesbeing higher
per se or the quantity soldbeing largr ( i t I s n 6t Rathar, tsamewhat o v
counterintuitively, (listen!)it is caused byhat

The druglords can put priceswhere profits are maximized€ausingthe profit
marginto behigher,and

Therearefewer drug-lords on the marketand1 supetrich druglord will need to
invest much more thah0O0 times what 108mall drug-lords would haveneeckd to
invest

Now, you might think, ATrillions of
economy by thisind other racketornering, which is lad, because if tls@ deciding
on what drug policies to deploy had chosen ndbtoe the drug trade to get thus
cornered, so much |l ess harm would hayv



1. The Exercise

If you think like that, | am glad, because you have realized that cornering the d
marketfor the druglords is a bad idea.

Because,hte drug marketeally is corneredor the druglords, notagainst,and
anyone whadries to tell youwtherwise is either unwise antruthful

However, if you are not furnished with a mind that thinks like mine, you migk
figure that | should stop hinting at the possibility that those responsible for our dr
policies couldoe anything other than geniasgels cast in the shape of dipgjicy
makers

If you think thus,please realize what such innocence would mean: itdvoean
that you,representinghe laity,after listening to men houror sq have understood
what t he pr ofgespediuongthelrigetiness v e n 0t

Hmmmé Mayfbeyod really think soé

Actually, if you do think so, you might evebe happy withithat we have gotten
exactly what our policymakers promised: higher prices, and thus less use.
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However though this is true, | hope this was not the way you imagined that
illegality and harassment of the suplyain would bring about higherices.

Because, not only have many criminals been creatést in the form of the
supply-chain and théillion users, then in form of violent protectérbut in addition
the market has been cornered, resulting in the creation of a problem, arguab
problemmuch bigger than that of drug use, and possibly bigger even than the creatic
of criminals.

That possibly biggemproblem is that othe enormous surpluses the very-few
supefrich druglords becausehesewill harm us in ways that | nowhall tell you
about.

Now, as we look into these surpluses, and the harm they cause, let us rememt
and agre¢hatdrug illegality by cornering the markfr the druglords, makes them
fewer andncredibly rich.l will assume thatve now agree on that.

Thus the picture that illegaliggrobablypaints in our mind as éhconsequence of
its harassmerit poor druglords, because harassed by theilag/false.



1. The Exercise

Thisis not a true picturahis is not what a drutprd looks like.

This is not whatllegality and supplyharassment resuh.

17



The situation that the public ismade to believe is caused lilegalizatiord s
harassmens often that of less ugahich is true) fewer drug lords (again true) and
druglords, making moderate or at leastt mgggantic surpluses becausaccessful
illegalization policiesallow them to be harassedtil forced to raisepricesthus
making less profi{which is not true) Yet, © start with it wa all true but ace
I 1l egalityds har ass méanbdf losidi and,tespécialty,oas r
I 1l egalityds har ass menti ilbgalitypneteadcgmeto t
serveto increaseprofits and create huge surpluses

What the drugpolicy decisioama k er s di dndét see comi n

AThe har aidegalmation justifibsavill reduce the number of driagds
to the point where they are few enough to agree on prices. This will cause them
create monopo i ke surpluses that i n getting

That illegality will causdessincomeis true, but that it will cause leggofit is
untrue becausdlegality corners the markebr the drug lords, not against,thus
making the (admittedly fewer) drutprds superrich, and the main problem
i Il egal i tydos hsarvivngdgmeqt | gn e si 4 hgiahto w

hY

surpluses?o

So ratherthan getting harassed into poterthe truth is that there is nothing that
the druglordswho survivedthe initial harassmenéfforts like more thanllegality,
because illegalitypy causng armies of protectors, causedrnering,eliminated
competition, andnore or less forcethe drugtrade into a monopolike situation,
and



1. The Exercise

As we all know by now, the world of the monopolist is a happy world.

The world of drug illegalityis a wald where the drudgordsi whether growers,
refiners, transporters, wholesalers, sellpditicians, regents,or something elsé
are made to create for themselves not only arnfipsatectors that can be used for
all sortofwi ¢ k e dbutelsoseBosmus surpluses.

So,
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