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Students for Sensible Drug Policy is an international organization aimed at providing a youth
voice in drug policy discussions. The LaTrobe chapter of SSDP was formed this year, our aim
to advocate an end to the war on drugs and installation of a harm minimization strategy in its
place.
This submission will focus on the economic harms of government drug policy. Other SSDP
chapters submissions will cover other failures of drug policy.

Explicit Costs of Cannabis Prohibition
The government’s prohibitionist drug policy requires an ever growing budget to support
investigation, enforcement, courts, lawyers, judges, incarceration, customs, sniffer dogs,
drug detection kits, lab-work, and so on and so forth. The National Drug and Alcohol
Research Center estimates this cost to
exceed $1.6 billion annually1. Just over $1
billion of that is spent on law enforcement
compared to the miniscule $0.036b spent
on harm reduction strategies. Cannabis
accounts for the vast majority of
enforcement costs with over 65% drug
related arrests and over 70% of drug
related offences being linked to cannabis.

The reason for such exorbitant and growing costs is that prohibition works contrary to the
market. Policing raises the risk of buying and selling drugs which functionally raises drug
prices. However higher prices encourage more producers to enter the market until the
increased competition pushes prices
back to equilibrium values. This is why
spending money on raising prices is
wildly inefficient. Between 2000 and
2012 cannabis prices remained stable
at around $250 an ounce2 despite
police efforts to increase the risk (and
thereby the cost) of producing and
buying drugs. On the other hand, law
enforcement costs have more than
doubled from the $0.45b dollars spent
during 2001 to the over $1b spent now.
Economically, the police are losing the
war on drugs.
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Implicit Costs of Cannabis Prohibition
While the explicit costs are high, the implicit costs of drug law enforcement are far higher.
An aspect often overlooked here is the economic revenue lost due to prevention of legitimate
business. This isn’t simply the substantial government tax revenue but the labor and trade all
legitimate business generates. Instead of inviting sizable amounts of capital and labor to its
shores the Australian government is dragging its heels and burning its money. The US
cannabis market has grown to a
whopping $7b in size and
shows no signs of slowing down
3
. That’s impressive given the
fact only a handful of states
have thus-far made legalization
efforts. Washington’s cannabis
industry has grown to 700
million US dollars and
Colorado’s to 900 million US
dollars.

We’re also seeing phenomenal
employment figures coming
from US states following their
legalization of recreational markets. Colorado, for example, requires employees who handle
cannabis to purchase occupational license. The amount of licenses issued shot from 7,000 in
2013 to almost 27,000 following the 2014 launch of the recreational industry. Colorado has a
population of 5.3m, comparable to Victoria’s 5.7m, and those 27 000 licenses only represent
those who directly handle the product. It doesn’t take into account the thousands of other
jobs created in adjacent industries. Drug products still require farmers, marketers,
machinists, maintenance workers, logistics workers, pharmacological staff, researchers and
many more workers and experts. Swift legalization will allow Australians to capitalize on a
market full of investors and laborers who’ll turn elsewhere should we delay. The economic
benefits of legalization alone make it an attractive option.

However, prohibition doesn’t just forgo a lucrative drug market, it actively incarcerates and
criminalizes thousands of drug users (keep in mind, drug users are supposedly the victims of
drug crime). This not only damages their individual economic prospects but the economic
prospects they provide to the country. In 2016 over 50004 prisoners were being held for drug
offences. If legitimate drug markets were available these 5000 might well be employed,
productive citizens. Indeed many of these individuals have managed to produce and sell
valuable goods without any support or protection from the government. It would be foolish
to underestimate the entrepreneurial spirit that goes into such an undertaking, and how
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valuable that spirit could be if applied in legitimate markets. Also, we ought not forget that
incarceration is a harm in and of itself. Punitive approaches to drug problems are essentially
an attempt to reduce harms by harming people. And remember, our government actually
spends money on doing this.

Prohibition also creates quality control problems. It prevents consumers from taking
fraudulent or irresponsible sellers to court while at the same time limits competition leaving
black market sellers with little incentive to make safe products or to provide customers with
adequate information and support. This
kills people. At the end of 2016 3 people
died from consumption of pills they
thought contained MDMA. The pills
actually contained a lethal amount of a
chemical called 25C-NBOMe5. Compare
this to commercially available medication.
Legal pills contain a measured, advertised
amount of a substance with no adulterants.
Their packaging lists safe doses, methods
of administration, expected results,
cautions, and medical advice.

Prohibition not only causes the contents of pills to be inconsistent, it incentivises stronger
drugs. Stronger drugs are easier to traffic because their potency allows them to be smaller.
Smaller quantities are not only easier to conceal but carry lighter sentences if sellers are
caught with them. Drug potency data demonstrates this trend6, but so did US alcohol
prohibition during the
1920s where spirits
rapidly became the
drink of choice instead
of otherwise more
popular and less
alcoholic drinks. The
trend towards potency
resulting from
prohibition vastly
increases the risk of
accidental overdose.
This also kills
people.
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Injecting drug users are also severely affected by prohibition. Illegality forces drug users to
hide their usage while also making access to sterile injecting equipment more difficult.
Hidden drug usage means users who overdose are much less likely to receive easily
administered lifesaving care while poor access to sterile injecting equipment increases rates
of contracting HIV or Hepatitis. This kills people as well. That’s why Coroner Jacqui
Hawkins recommended the implementation of a safe injecting room in North Richmond
following her coronial inquest into the death of a 34 year old woman who overdosed in a
Hungry Jacks toilet7 . Unfortunately, cases like her’s are not uncommon. Hawkins also
recommended the expansion of access to naloxone (a drug used to reverse opioid overdoses)
and to services that “support the health and wellbeing of injecting drug users”. Needle and
syringe programs (NSPs) are an example of this kind of service that’s seen tremendous
success. However despite having been proven to be cost effective NSPs are drastically
underfunded.
Even those who consume cannabis see increased risks from prohibition. While cannabis is
one of the safest drugs available, it’s most popular delivery method is through smoking.
This kills people too. If cannabis were legal consumers would have far greater access to
edibles, oils and pills that provide safer delivery option. Prohibition makes otherwise safe
practices risky and damaging.

Quantifying deaths in economic terms can be difficult (and potentially a little insensitive) but
accidental death has large economic ramifications. Over 400 Victorians die each year as a
result of accidentally overdosing on opioids8 . Many of these deaths are a near direct result of
government prohibitionist policy (as explained above). To clarify, it’s not merely that the
government failed to prevent 600 deaths, but that government was the active cause of many
of these deaths. Factor in deaths and illness from other drugs, HIV and Hepatitis exposure,
consumption of lethal adulterants, and increases in smoking deaths and the true costs of the
drug war begin to come into full view. At this point a policy of doing nothing may be a
cheaper and more effective drug strategy than continuing to enforce current prohibition. If
we use GDP per capita ($54, 000) as a baseline for the value of disability adjusted life years
(DALYs), single deaths can cost the economy hundreds of thousands of dollars. Considering
the value of human life, both morally and economically and the hundreds of deaths caused
by prohibition, it’s hardly unfair to characterize the government's current drug policy as the
spending vast amounts of money on destroying economic activity while killing its own
citizens. Surely we could be doing something better with those funds...
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Recommendations
Decriminalize drug use.
- Remove criminal penalties from possession and usage offences.
- Reduce or remove penalties for possession and usage offences
- Wind back police resources to allocated to drug related offences.
1. Legalize recreational Cannabis.
- Both production and possession.
- Implement regulation comparable to current alcohol regulations.
2. Use the savings from cessation of prohibition to fund harm reduction strategies such
as;
a. Safe injecting rooms
b. Pill testing services
c. Needle and syringe programs
d. Drug related counseling and rehabilitation services
e. Healthcare costs
Implementing these three recommendations will save the government money, bolster the
economy, and provide better health outcomes for citizens.
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