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***** It is widely believed that monopoly control, based on violence, corruption or risk-spreading, is characteristic of markets forillegal goods
and services, such as marijuana and bookmaking. This essay examines the effects on the organization of a market arising from changing the
status of a good or service from legal to illegal. In general, it can be shown that illegal enterprises are likely to be smaller than their legal
counterparts. The most important reasons for this are the lack of external credit markets, itself a consequence of the non-existence of audited
records, the lack of court enforceable contracts, and the need to restrict knowledge of participation in the enterprise. The inability to advertise
or to create goodwill for the enterprise itself, as opposed to goodwill for its agents, is also significant. Corruption is likely to affect the
organization of the market only under special circumstances, where there is a single agency which monopolizes enforcement. Though that
condition held for most illegal markets thirty years ago enforcement now is fragmented and overlapping, which inhibits an agency from
granting a monopoly franchise. The introduction of violence does not in general change this result. The use of violence to acquire market
power can occur only where there is a ready focus for that violence. Most illegal markets lack either time or space consistency that would
permit exclusion of competition. Some comments about the optimal use of violence are offered. The final section offers some analysis of the
plausibility of using illegal market enforcement as an instrument of organized crime control. There have been systematic changes in the set of
opportunities available to organized crime members; illegal markets no longer are so central...
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