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ABSTRACT

This paper examines the effect of drug prohibition on the black market prices of cocaine and heroin.

The paper examines the ratio of retail to farmgate price for cocaine, heroin, and several legal goods,

and it compares legal versus black market prices for cocaine and heroin. The results suggest that

cocaine and heroin are substantially more expensive than they would be in a legalized market, but

to a lesser degree than suggested in previous research.
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