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Introduction
The existence of black markets – an ever-present debate weighed by its many pros and cons. A black market – also referred to as a parallel market- is a transaction platform, whether physical or virtual, where goods or services are exchanged illegally. What makes the market “black” can be the illegal nature of the goods and services themselves, the illegal nature of the transaction, or both. Black markets exist in almost all economies, however not under the connotation that it was built upon. One example of a black market activity could be as simple as someone babysitting or walking someone’s dog- that would technically be classified as a black market activity since the money received is not taxed and the transaction is not registered.
It is currently estimated that the Worldwide Black Market is currently worth about 2.55 trillion dollars, which would place it at around the 4th largest business in the world, valued higher than key players such as Amazon.co and Google. 
Black Markets are currently one of the biggest contributors to addiction globally. Since the underground economy provides access to their “fix” without restrictions, many buy or exchange services to access the affinity of their addiction. The existence of black markets are the root reason for the upbringing of organized crime groups who trade illegal goods in an illegal manner, which usually also starts a domino effect of violence and human rights violations, not to mention the economic instability and loss of tax revenue that arises with such interactions as they have no record to tax or register as stated above.
On the other hand, Black markets may sometimes be useful to individuals or economies as a whole. These markets can supply goods that, while illegal (such as marijuana), arguably improve quality of life (for example, when used to alleviate pain for patients who haven’t found relief from legal pharmaceuticals). Black markets can be a key in providing goods that may be in short supply or are underprovided, such as in places like conflict zones or less economically developed countries. 

Definition of Key Terms
Black Market
A black market is an economic activity that takes place outside government-sanctioned channels. 
Gross Domestic Product (GDP)
monetary measure of the market value of all the final goods and services produced and rendered in a specific time period in a specific country.
Tax evasion
The illegal non-payment or underpayment of tax.
Illicit Trade
The exchange of goods or services that are illegal in nature or acquired through illegal means. Examples include drug trafficking, smuggling, and counterfeit goods.
Laws & Regulation
Rules or laws implemented by governments to control or monitor economic activities, often leading to black markets if the rules are too restrictive.
Corruption
The abuse of governmental power for personal gain , usually through bribery or embezzlement in the context of black markets.



General Overview
The Rise, Cause, and Effects of Black Markets
The term first appeared in the 1930s and gained traction in World War II,  following most governments decision to ration goods and services in an attempt to aid the economy following issues with supply due to the warfare. However, it all seemed to backfire when both producers and consumers found immediate loopholes and started trading illicitly for their own benefits.
Black Markets currently run rampant in almost every economy in a regressive manner, as less economically developed countries tend to have the highest percentage of GDP in the informal sector, usually as a result of corruption and/or poor regulation. Although it is hard to measure, It is estimated to be as much as 36 percent of the gross domestic product of developing nations and 13 percent of developed countries' GDP.
The various types of black market activities include but are not limited to: Regulations-Driven Black Market Conditions; Economy-Driven Black Market Conditions; Trade-Driven Black Market Conditions; Licensure-Driven Black Market Conditions
There are an array of reasons to explain why Black Markets start initially, however they all fall under the bracket of types of economic intervention. excessive regulation, high taxation, or outright bans on goods/services are all causes for the upbringings of parallel markets, as it is rational for consumers to try and find low prices, or  for producers to try and charge higher prices. Disruptions in the supply chain, such as in the 2nd World War ( see paragraph 1), can also create huge motives for black markets, as some goods may not be accessible through legal manners. In Cuba, due to long-standing economic sanctions and government-controlled distribution systems, many basic items like food, toiletries, and medicines are frequently in short supply. Black markets often emerge to provide these necessities, albeit at higher prices or through unofficial means. Also, other systemic issues such as corruption, poverty, and inequality can also bring about Black Markets.
Although commonly associated with the connotation of an economic obstacle or an image such as the cover picture ( See page 1), black markets can sometimes be useful, especially in underdeveloped economies, as they can act as some sort of humanitarian corridor or a safe passage in areas of conflict, where legal aid may be unable to reach, although at higher prices, as that is what incentivizes producers to enter the black market, such as in Cuba. Black markets 	Black markets create income opportunities for individuals in impoverished regions or where formal job markets are scarce, which therefore stimulates economic activity, even if informally, by allowing trade in goods and services that people need.
Major Parties Involved 
Governments
	A country’s government is the main stakeholder when it comes to black markets as they have two pivotal roles regarding them in regulating and combating black markets, while sometimes unintentionally fuelling their growth through overregulation or corruption. This would explain why countries with strict Drug prohibition laws- such as the USA’s DEA- have a large black market for cannabis and other recreational drugs.

Consumers
	Consumers are also pivotal stakeholders when it comes to the emergence of black markets as they are the ultimate users of the good or service. A consumer can participate in black market activities out of necessity, such as in North Korea, as the high governmental control has led to a small pool of choices of goods and services for consumers, ultimately leading to a loss of faith in the states public distribution system. This has resulted in new black markets emerging in towns and cities across the country.
Organized Crime Syndicates
	Crime syndicates dictate the play in black markets, as all their activities rely on it, whether that is due to the product itself being illegal or the nature of their transactions. The most popular examples of the most rampant organized crime groups are the Mexican Cartel, who primarily specialize in the distribution of drugs, and the Italian mafia in the US.
Worlds Customs Organization ( WCO )
	The WCO has established several programmes focusing on specific commodities or issues such as drugs, the environment or security. Capacity-building activities under these programmes include conducting assessments and diagnostics, preparing work plans, providing training and engaging stakeholders. They also create awareness through their annual illicit trade report.


INTERPOL
	The international Criminal Police Organization ( INTERPOL ) have had many attempts against alleviating the impacts of Illicit trading through missions against Organized Crime, such as Operation Lionfish which was directed against illegal drug trafficking.

Timeline of Key Events
	Date
	Description of event

	18th Century (1720s)

	Smuggling emerges in colonial America as a response to high tariffs, with goods like tea and tobacco being traded illicitly.


	Early 19th Century

	Despite numerous laws and campaigns against it, the persistence of slavery continues through black market activities


	1920s 




1939-1945 ( World War II)


1970s



Early 2000s




2015- Present



2020-2021


	The United States enact the 18th amendment, subsequently placing a ban on all alcoholic beverages. The black market thrives as bootlegging becomes widespread, led by organized crime groups like Al Capone’s network.


Rationing programs led by numerous governments bring black market activities into the mainstream out of obligation for necessary goods such as fuel and meat (See page 4) 

Drug trafficking booms enable worldwide drug black markets to open with the rise of cocaine cartels in Latin America and heroin trafficking in Asia


Increased adoption of the internet leads to the emerging of the first digital black market, enabling anonymous trade in illegal items like drugs, firearms, and counterfeit documents, on platforms such as Silk Road (2011)


Human Trafficking crises arising from warfare and displacement fuel black markets for human smuggling into Europe and other regions.


Black markets are revived and thrive under the influence of the COVID-19 Pandemic, especially in the medical sector for goods such as vaccines and medical supplies.







UN involvement, Relevant Resolutions, Treaties and Events
· United Nations General Assembly Convention against Transnational Organized Crime ( UNTOC ) and the Protocols thereto 15 November 2000 https://www.unodc.org/unodc/en/organized-crime/intro/UNTOC.html

· The United Nations Sixty-first General Assembly: First Committee (Disarmament and International Security) 1 March 2007 https://www.un.org/en/chronicle/article/sixty-first-general-assembly-first-committee-disarmament-and-international-security

· United Nations against Transnational Organized Crime (UNTOC) Protocol against the illicit manufacturing and trafficking 3 July 2005 https://treaties.un.org/pages/viewdetails.aspx?src=treaty&mtdsg_no=xviii-12-c&chapter=18&clang=_en

Previous Attempts to Solve the Issue
The UN conventions, resolutions and treaties mentioned above ( see page 7) have all helped strengthen the war against transnational crime through organized crime organizations. However, these fall under only 1 bracket of black market activity for a very specific amount of goods. Instead, governments found that a proactive reaction is needed to tackle the root causes of the issue rather than rectifying the effects that come with it.
Since the start of the 2010s, Governments have increasingly started to legalize some goods that were being traded illicitly – the biggest example being marijuana- in an attempt to reduce black market activity while simultaneously gaining the benefits of having a regulated market for said products ( tax revenue, less crime etc.).
Addressing the socioeconomic factors that fuel black markets also prove to be a worthwhile solution. Economic Development programs, such as microfinance initiatives and trade reforms in developing countries , coupled with corruption reduction programs, have proven to reduce reliance on black markets in countries such as Venezuela and Cuba.
Numerous Dark web crackdowns have been carried out such as operation onymous, an international law enforcement operation carried out by a collaboration between the Federal Bureau of Investigation (FBI) and the Europol, which led to the disruption of many illegal online markets, as well as making 17 arrests and seizures of $1 million in Bitcoin as well as assorted amounts of cash, drugs, weapons and computers, all used in the illicit trade industry.


Possible Solutions
	Possible solutions to determine whether a black market should exist or not fall under very specific circumstances, whether that’d be economic, ethical or practical considerations.  Then again, adding extra government regulations only helps black markets spur even more, further showing the regressive nature of the issue. Many parties are forced to be left with the stance “ let it happen” as intervention exacerbates the issue even further.
However, if we are able to find a way in which the merits of having black markets are kept without the misuse of them in illegal goods, it would lead to a more suitable outcome for all economic agents.
An argument could be made that deregulation and legalization of certain goods, such as marijuana, have reduced illicit drug trade and therefore black market activity, not to mention the increases in tax revenue for the government along with reducing the risks of an unregulated market that comes with illicit drug trade such as exploitation or potential gang wars.
Policy reforms to improve market accessibility without having the burden of bureaucracy can help drive consumers away from Licensure driven black market activity, which is one of the most common yet harmless black market activities. The licensing restrictions that governments impose on numerous occupations cause some workers to enter the black market because they don’t want or can’t afford to invest the time and money to obtain the required licenses. For example, in New York City, one must purchase a license called a medallion in order to legally operate a taxi business. These medallions cost hundreds of thousands of dollars, making them prohibitively expensive for most entrepreneurs. As a result, some people may choose to operate black-market taxis without a license.
It is seen that the problem does not lie within black market itself, but with the unregistered, untraceable activity that comes with it; this further adds to the argument of whether they should exist or not.
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