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THE ECONOMIC IMPACTS OF DRUG CARTELS
Even though drug cartels have been mainly associated with the social impacts in society, evidence proves that they equally affect the economic development of the society where they operate as well. Drug trafficking has become a major world problem today with drugs moving from one continent to another. Despite that little evidence exist to support the economic impacts associated with the drug cartel activities, they demonstrate the serious need to change the tactics that have been long used to battle drug lords and cartels. Through secondary research, this study demonstrates how drug cartel activities, contrary to what many people believe, negatively affect the local economies, increased poverty, as well as the government’s expenditure on security. 
First, a research study has shown the direct correlation between drug cartel operations and decreasing economic development. According to Gutiérrez-Romero, countries where drug cartels have been based for decades like Mexico can be a case study to the extent that cartels can destroy a local economy.[endnoteRef:1] The author, in her research on making bad economies, found a direct correlation between bad economic development and drug cartel operations.[endnoteRef:2] This is a significant finding because little research exists on the economic impacts of drug trafficking. Today, the world economies are connected and this interconnection can be negatively affected if drug cartel operations continue to expand to countries where there has never been any trace of cartel operations. As Robles et al. explain, drug trafficking begins as a small operation but expands to an international hub like it is in Mexico. [endnoteRef:3] However, where cartels operate, the local economy deteriorates slowly without even the locals knowing. It would become evident after some time when the situation has already gotten bad like it is in Mexico now.  [1:  Gutierrez-Romero, Roxana. “Making Bad Economies: The poverty of Mexican Drug Cartels.” Oxford Research Group (February 7, 2018). 2]  [2:  Romero 2]  [3:  Robles, Gustavo, Gabriela Calderón, and Beatriz Magaloni. "The economic consequences of drug trafficking violence in Mexico." Poverty and Governance Series Working Paper, Stanford University (2013).] 

However, despite that some researchers have tried to link drug cartel operations with the economic growth of the local communities; other research refutes this asserting that the “so purported development” is not really as the economies continue to suffer. Hartmeier explains that Mexico is a good example of where drug cartel operations contribute to the local economies. [endnoteRef:4] According to the author, Mexico has become notoriously known for drug cartel activities for almost a century, which has changed the lives of the locals for better and for worse. [endnoteRef:5] But, for the better side, Hartmeier argues that cartels have to be considered as institutions that actively contribute to the Mexican economy.[endnoteRef:6] This claim, however, has been refuted by researchers who believe that it is a myth to believe that drug cartel operations could contribute positively to the economic development of a region. Gutiérrez-Romero tries to dissect this myth that local economies can benefit and grow from drug cartel operations. In her study, Gutiérrez-Romero found that despite that drug cartels generate more than $6 billion gross revenue annually from exporting drugs, the local municipalities’ economies have continued to slow down.[endnoteRef:7] Gutiérrez-Romero tried to the myth about the local economies growing where cartels dominate and monopolize is based on corruption given to the local authorities to ensure that they don’t interrupt cartel operations in the region.[endnoteRef:8] Romero’s argument provides a true reflection of the situation in Mexico and any other country where drug cartel is the other of the day because there are no positive contributions that drug cartels bring to the economy. In fact, they don’t pay taxes or make any form of formal contributions to the development of the region. Instead, they accumulate large wealth to control the authorities while expanding their monopoly to regions that they have not extensively seen. [4:  Hartmeier, Peter. "The Economic Impact of Drug Trafficking in Mexico." (2018) 5]  [5:  Hartmeier 5]  [6:  Hartmeier 5]  [7:  Romero 2]  [8:  Romero 3] 

This poor and slow economic growth has been associated with insecurity, which impedes the economic progress of the area. In another study, Romero, and Mónica examined the potential impacts of drug cartels and their associated violence on the development of the country where they operate, with a case study of Mexico. [endnoteRef:9] In this study, the authors asserted that drug cartels’ operation region is directly linked with increased or high rates of homicide. There is no development in a region where insecurity thrives. With a case of Mexico, as a whole, through monitoring official and media reports, Romero and Mónica found that drug cartel operations curtailed the economic growth of the areas where they operated due to increased insecurity.[endnoteRef:10] Romero, in her research, noted that Mexico is one of the countries in the world that has realized the highest homicides associated with drug cartel operations.[endnoteRef:11] For example, based on statistics gathered between 2006 and 2018, Romero noted that more than 200,000 people were killed in drug-trafficking related cases.[endnoteRef:12] In 2017 alone, Romero noted that more than 29,168 people were killed in drug-trafficking related issues. [endnoteRef:13] According to the author, this has been the highest statistics ever recorded in the history of Mexico for the last two decades.[endnoteRef:14] With this rate of insecurity in the region, no investor or developer would take a step to go and invest in the region. As a result, the local economies continue to hurt and bleed at the hands of the drug cartels that despite making billions of money annually leave the locals with nothing except a trail of death as having been witnessed in Mexico for the past century.  [9:  Romero, Roxana Gutiérrez, and Mónica Juliana Oviedo León. "The good, the bad and the ugly: the socio-economic impact of drug cartels and their violence in Mexico." Working papers (Universitat Autònoma de Barcelona. Departament d'Economia Aplicada) 7 (2014) 1]  [10:  Romero and Mónica 1]  [11:  Romero 3]  [12:  Romero 3]  [13:  Romero 3]  [14:  Romero 3] 

Secondly, drug cartel operations have also been associated with increased poverty. It is only obvious that where there is slow or declining economic development, poverty follows. In the case of Mexico, as Romero and Mónica explain in their research, poverty increased tremendously in the areas where drug cartels were operating.[endnoteRef:15] According to the authors, there was no correlation between poverty and insecurity, but they noted a connection with the cartel operations.[endnoteRef:16] The study found that poverty increased in the areas that experienced both slow and high homicide rates in Mexico. [endnoteRef:17]This increase in poverty rates could be explained by two main reasons; decreased remuneration and migration of people. These are the common themes that Romero and Mónica noted in their research across the areas that recorded less and high homicide or violence.  Over the last century, millions of Mexicans have moved to the United States for safety and for the opportunity to grow economically. This has been attributed to constant violence and homicide rates that have continued to go up despite the measures by the local governments to deal with it. As Hartmeier explains, despite that the cartel operations and black market generating more than $1.6 trillion every year, the regions where they operate continue to languish in poverty. [endnoteRef:18] Hartmeier believes that drug cartel operations through drug trafficking have seriously affected and shaped Mexico. Mexico’s economy is characterized by nothing more than constant violence, corruption, and cartels everywhere.[endnoteRef:19] As Romero explains, poverty in Mexico has increased since the drug cartels started operating. Between 2003 and 2008, more than 4-3 municipalities in Mexico closed down the manufacturing plants.[endnoteRef:20] With the exodus of manufacturing plants, poverty followed because the locals who were employed in these plants became jobless. No person would, in their right mind, come to invest in the area knowing that they and their properties are in danger.  [15:  Romero and Mónica 3]  [16:  Romero and Mónica 3]  [17:  Romero and Mónica 4]  [18:  Hartmeier 5]  [19:  Hartmeier 5]  [20:  Romero 3] 

Lastly, drug cartels have been associated with the increased insecurity in Mexico, which has increased the government’s expenditure on security. According to Romero, the Mexican government has invested heavily in the security sector to help deal with the increasing homicide. [endnoteRef:21] Hartmeier links drug cartels with the insecurity problems in Mexico including oil theft, kidnapping, homicides, and extortions. [endnoteRef:22] Drug cartels in Mexico started operating just like any legitimate enterprise but developed the legal ability to manipulate the government to achieve its goals. As such, most of the police in the local municipalities in Mexico are in the pocket of cartels. This has further derailed the achievements gained in the security sector. The Mexican government has been in collaboration with the U.S. government to increase security in the region, especially along the border with the U.S. police increasing border patrols. For now, the municipalities and towns along the border area are more secure compared to those in the central area of Mexico where the cartels dominate. While the government is increasing its expenditure to improve security and reduce homicide cases, drug cartels continue to expand their operations and leave the disaster behind. Romero estimated that Mexico lost about 35% in production due to homicide and other insecurity issues between 2003 and 2008.[endnoteRef:23] This is estimated to be around $70 million loss per area.[endnoteRef:24]  [21:  Romero and Mónica 5]  [22:  Hartmeier 4]  [23:  Romero 5]  [24:  Romero 5
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In summation, drug cartel activities have been described as a social problem to the global society, but this informs why the cartels have continued to expand in areas where they did not exist a decade ago. The governments or international policing organizations seem to respond better to issues that pose threats to the global economy than social. As this study has shown, drug cartel operations also pose a serious economic danger to the world economy. This study has asserted that lessons obtained from countries that have been affected by drug cartel operations like Mexico can be an example to the rest that drug cartels are a threat to peace and global economic sustainability. It is time that people stopped believing in the myths that drug cartels contribute to the local economies because as evidence has shown, it is not true.  
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