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Black Money in Belize: 
The Ethnicity and Social Structure 
of Black-Market Crime* 

BRUCE WIEGAND, University of Wisconsin-Whitewater 

Abstract 

Dominant economic theories of black market research do not sifficiently explain why 
East Indian merchants in Belize City are particularly active in Belize'sforeign-exchange 
black market. This article develops a sociological theory depicting black markets as social 
structures and relates the structure of ethnic trading networks to the demand for "black 
money" byfocusing on the crime of underinvoicing. I describe the East Indian network, 
then discuss the evolution of ethnic black markets more generally. 

Ask people on the street in Belize City where to sell black-market dollars and, 
chances are, they will send you to East Indian merchants. This raises an 
intriguing theoretical question. Why should one ethnic group be more inclined 
to participate in black-market crime than any other ethnic group? Is there 
something distinctly cultural explaining an ethnic group's criminal involvement? 
Does the answer lie in the shared values and norms of the ethnic group? Or can 
it be found in the group's unique social structure? Perhaps the social and 
economic ties of ethnic solidarity can give a clue to the inner workings of the 
black market? And indeed, one might begin to ponder the social organization 
of ethnic black markets and speculate how these structures evolve. 

These are the questions guiding my study. Putting the focus, as I have, on 
ethnicity exposes the limitations of an economic perspective on the topic. As I 
will show, such a perspective tends to be static and not particularly able to 
solve the problem of differential black-market involvement. A more promising 
strategy, it seems to me, is to adopt the essential sociological insight of economy 
and society (cf. Durkheim [1902] 1933; Smelser 1976).1 The premise here is that 
economic markets are social structures (cf. Baker 1990; Powell 1990a). By seeing 
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black markets sociologically, one realizes that patterns of criminal involvement 
reflect the deeper structures of social interaction and shared ethnic identity. 

The article consists of five parts. In part one I briefly review two literatures 
pertaining to the research problem. In part two I give empirical evidence to 
support the claim that East Indian merchants are more involved than other 
ethnic merchants in Belize's foreign-exchange black market. In part three I 
describe the social organization of that market in terms of its internal and 
external structures. I then compare it to another ethnic black market to contrast 
their structural differences. In part four I broach the topic of structural change. 
In particular, I speculate as to how ethnic black markets might evolve into 
nonethnic structures. And finally, in part five I review the theoretical sig- 
nificance of viewing black markets as social structures and offer suggestions for 
future research. 

A Review of Two Literatures 

This study combines two literatures that have thus far developed in isolation of 
one another. The first focuses explicitly on black markets, usually in the context 
of underdeveloped countries, and is infused with neoclassical economic 
assumptions (cf. Wiegand 1992a). The other has its roots in the classics of 
sociology and examines the interplay between economy and society, often as it 
relates to crime. 

Even a cursory review of the economic literature reveals a growing interest 
in black markets over the past few years.2 This interest is related to issues of 
economic development (e.g., Jones & Roemer 1989) and coincides with present 
political efforts to bring free trade to high-tariff, underdeveloped countries 
(e.g., De Soto 1989; Staubus 1989). Much of the literature balances on the belief 
that attempts to regulate and protect markets actually create parallel or black 
markets where higher prices and greater profits can be realized (Lindauer 1989). 

With specific reference to foreign-exchange black markets, the neoclassical 
literature argues that official currency exchange rates, for political reasons, 
typically inflate the true value of an underdeveloped country's currency on the 
world market (Azam & Besley 1989; Culbertson 1989; Nowak 1985). Culbertson 
(1989) describes it this way: "Indeed, the very fact that the black market exists 
is evidence of the inappropriate level of the official rate. Without the black 
market, there would be little if any guide to indicate just how overvalued the 
official rate had become" (1915). In simple terms, this inflated value creates a 
black market where "hard currency" (i.e., internationally traded currency such 
as the U.S. dollar) obtains a higher price than that offered through legal 
channels of exchange. The profit margin in the foreign-exchange black market 
is thus set by the difference between the official rate of exchange and the 
black-market rate (Greenwood & Kimbrough 1987; McDonald 1985). 

The incentive to deal in "black money"3 is also the consequence of strict 
legal controls governing the availability of hard currency in most under- 
developed countries. Currency controls are designed to protect a poor country's 
stock of foreign exchange which is especially strained in light of chronic 
balance-of-payment problems (Nowak 1985). The controls assume various forms, 
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such as taxes on the purchase of hard currency or limits on the amount of hard 
currency that can be taken out of the country. But regardless of form, currency 
controls invariably create foreign-exchange black markets, as Nowak (1985) 
indicates below: 
If a central bank is unable, or otherwise unwilling, to meet all the demand for foreign 
exchange at its official exchange rate, those whose demand is frustrated will be prepared 
to offer a price above the official rate, as long as the risks and costs of evading the 
exchange control regulations are not prohibitive. (20) 

To be sure, the economic literature helps explain why foreign-exchange 
black markets emerge in the first place. But, as mentioned, it sheds little light on 
the question of ethnic involvement. Implicit in the argument is the assumption 
that black-market incentives (i.e., inflated exchange rates and currency controls) 
are felt by all ethnic groups alike. There is no explanation of why black markets 
are often associated with a particular ethnic group. 

The sociological literature on economy and society, on the other hand, 
allows us to come to terms with this puzzling problem. Durkheim's (1933) 
criticism of strict economic explanations of market behavior is the place to 
begin. He observes that "there is nothing less constant than [economic self-] 
interest. Today, it unites me to you; tomorrow, it will make me your enemy" 
(204). Other sociologists have sharpened his point by looking at the influence of 
ethnicity on market behavior. Smelser (1976), for one, likens it to "a network of 
loyalties that [often] discourage . . . an attitude of economic calculation" (82). 
Portes and Bach (1985) see it as entailing "special bonds among people of 
similar origins and, conversely, a separation from those who are different" (204). 

The bonds of ethnic solidarity have also been explored in relationship to 
economic success (e.g., Blalock 1967; Bonacich 1972; 1973; Dow 1977; Dutta 1981; 
Light 1972; Light & Bonacich 1988; Min 1987; Portes & Bach 1985; Silin 1962; 
Streba 1987). Particularly relevant for our purposes are two studies (Ravel 1983; 
Shaw 1985) suggesting that access to networks of ethnic suppliers accounts for 
much of the commercial success of East Indian and Chinese merchants. 
Unfortunately, except for a passing reference in Lind (1958), the sociological 
literature has yet to connect these ethnic trading networks to the crimes of 
smuggling, tax evasion, and the black market. 

The interrelationship of ethnicity and crime, however, has been the research 
focus of Ivan Light (1977), who attributes differences in the social organization 
of prostitution to ethnic demographic imbalances. In particular, the predominant 
historical pattern of black prostitution in this country has been streetwalking, 
which reflected the oversupply of black women relative to black men. Yet, in 
American Chinatowns just the opposite was true. Prostitution was organized 
around the brothel due to the scarcity of Chinese women, which in turn also 
meant a scarcity of children. Thus, at a time when black communities were 
experiencing growing levels of street crime and delinquency, their Chinese 
counterparts remained relatively safe for male customers visiting the brothels. 
Ethnic crime societies (or triads) enforced this relative calm, and soon, China- 
towns attracted legitimate businesses and grew prosperous in a way that black 
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communities could not. It is by contrasting these ethnic differences that Light 
(1977) is able to dismiss the economic assumption that "disadvantage in the 
labor market is the only or, at least, the only substantial determinant of supply" 
(475). 

Clearly, sociology encourages this sort of comparison too often absent in 
neoclassical frames of thought. Market forces alone do not explain different 
social organizations of crime, as Light and others have noted (cf. Hagan 1993; 
Hartung 1950; Shapiro 1980). But the core notion of social structure does offer 
an explanation, even if it remains somewhat sketchy in Light's work. He seems 
to presume that social structure derives from population demographics (that is, 
the age-sex ratio), when in fact that is only part of the answer. Fundamentally, 
social structure emerges out of the very texture of human interaction and social 
relationships which, as Durkheim reminds us, temper the steely routines of 
economic rationality. This insight is especially well suited to the analysis of 
market relations in general, and black-market relations in particular. 

MARKET AS SOCIAL STRUCTURE 

Durkheim's insight into economy and society is spawning a new generation of 
research in organizational sociology. Powell (1990a) captures the main thrust of 
this new work: "Economic units emerged from the dense webs of political, 
religious, and social affiliations that had enveloped economic activity for 
centuries" (298). Baker (1990) adds that "market relations - like most inter- 
organizational relations - are socially structured" (618). Cook and Whitmeyer 
(1992) define social structure as "a pattern of particular ties between actors, 
where variation in the network in the existence or strength of ties is meaningful 
and consequential"4 (118). These studies all emphasize, to one degree or 
another, the enduring patterns of social and economic interaction that make up 
relatively stable social exchange networks (cf. Emerson 1962; Granovetter 1985). 

My task is to describe the social structural characteristics of these exchange 
networks. On the one hand, our grounding in sociology leads us to search for 
their internal differentiation - that is to say, a division of labor (Durkheim 
[1902] 1933). Researchers are obliged to describe this internal structure in 
empirical terms, and must give evidence (of the comparative sort, when 
possible) of how the network's internal structure facilitates differential (black-) 
market behavior. 

On the other hand, these social exchange networks operate within an 
external environment. They actively seek to shape market ties for their own 
unique advantage. This dynamic process of maintaining and shaping ties in the 
market, according to Baker (1990), might be thought of in terms of a continuum. 
At one end, market ties are hierarchical, whereas at the other end of the 
continuum, they are transactional. Hierarchical market ties tend to be based on 
long-term, informal, and noncontractual relationships (Baker 1990). They stem 
from mutual obligation and a commitment between buyer and seller to continue 
doing business indefinitely. Transactional ties, by contrast, are guided by an 
economic calculus that is "short-lived, episodic, and random" (595). These ties 
are tenuous, Durkheim would argue, being grounded as they are entirely in 
economic self-interest. 
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In actuality, social exchange networks navigate economic currents by 
juggling a combination of market ties. Having both formal and informal 
relationships to draw on gives the network a steady supply of resources, while 
also allowing it to take advantage of competitive prices (Baker 1990; Powell 
1990a, 1990b). 

As we shall see, the social organization of the East Indian trading network 
has relevance for explaining that group's special connection to the foreign- 
exchange black market in Belize City. Not only will I describe the internal and 
external structures of this ethnic network, but I will also show how they 
facilitate black-market crime. But before that, it is necessary to document the 
East Indian's involvement in the black market. 

Evidence of East Indian Involvement 

There is both quantitative and qualitative evidence to support the claim against 
the East Indian merchants. The quantitative evidence is drawn from two public 
opinion surveys (Wiegand 1989a; Wiegand & Bennett 1990). The more recent of 
these polled a random sample of Belize City households and found that nearly 
one-third of them (31% or 132 household heads) believe East Indians participate 
in the black market more than any other ethnic group (see Appendix A for 
methodological detail).5 The public's perception is all the more intriguing 
considering that East Indians constitute less than 2% of the city's population 
(Belize Central Statistical Office 1989). But perhaps even more revealing is the 
merchants' opinions. Of the 73 survey respondents (or 14% of the sample) who 
identified "business" (e.g., import business, retail sales) as their primary 
occupation, 40% of them singled out the East Indians as the ethnic group most 
commonly associated with the foreign-exchange black market. 

The other survey was conducted one year earlier, in 1989, and focuses only 
on Belize City merchants (see Appendix B for methodological detail). Among 
other things, the merchants were asked to estimate their competitors' dealings 
on the foreign-exchange black market.6 Overall, the non-East Indian merchants 
gave a fairly high estimate, claiming that 55% of their competitors are engaged 
in black-market crime of this sort. But none of the ethnic groups gave estimates 
as high as those given by the East Indian merchants. The East Indians estimate 
that 73% of their competitors regularly buy and sell U.S. currency on the black 
market. These survey findings show that the East Indian merchants are at least 
perceived to have a greater involvement in the foreign-exchange black market. 

Because there are inherent difficulties in studying black-market crime in 
precise, quantitative terms (cf. Alam 1989; Feige 1979; Jones & Roemer 1989; 
Wiegand 1993), qualitative, in-depth interviews were conducted to assess the 
validity of the survey findings (see Appendix C for methodological detail). The 
qualitative interviews confirm the findings and our suspicions about the East 
Indians. 

Both the President and the former President of the Belize Chamber of 
Commerce stressed how routinely East Indian importers evade tariffs and 
violate currency regulations (see Table 1: 1988-89/07; 1988-89/09). The former 
Economic Officer of the U.S. Embassy in Belize read an earlier draft of this 
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TABLE 1: Qualitative Interviews 

Code Total Tape 
Hours Recorded 

Interviewee 

Comptroller 1988-89/01 6 No 
Customs informant 1988-89/02 1 Yes 
Customs informant 1988-89/03 1 Yes 
Senior customs officer 1988-94/04 10 No 
Senior customs officer 1988-89/05 2 No 
Senior customs officer 1988-89/06 2 No 
Commerce official 1988-89/07 1 No 
Commerce official 1988-89/08 1 No 
Commerce official 1988-89/09 1 No 
U.S. Embassy official 1988-89/10 4 No 
U.S. Embassy official 1990-91/11 2 No 
Former comptroller 1990-91/12 1 Yes 
Tax commissioner 1992/13 1 Yes 
Research director, Central Bank 1992/14 1 Yes 
Chair, National Crime Commission 1992/15 1 Yes 
Journalist 1992/16 2 Yes 
Public prosecutor 1993/17 15 No 
Totals n=17 51 

article and took no issue with my characterization of the East Indian merchants 
(see Table 1: 1990-91/11). The Director of the Central Bank's Research Division, 
on this point about official and black-market exchange rates, stated: "The people 
willing to pay this [black-market] premium are the Indian merchants on Albert 
Street'" (see Table 1: 1992/14). Indeed, the Crown Counsel spoke of the "kind 
gesture" made to him by an East Indian importer who offered to provide him 
with black money to take along on his vacation to the U.S. (see Table 1: 
1993/17). Even the country's largest newspaper has associated the East Indians 
with the black market: "American dollars are the preferred currency for such 
people, and they will go to extraordinary lengths to obtain some" (The Amandala 
1987:1). This sort of qualitative evidence is not merely anecdotal, but rather 
underscores the consensus of public and expert opinion regarding the foreign- 
exchange crimes of the East Indian merchants. 

East Indians and the Foreign-Exchange Black Market 

The foreign-exchange black market in Belize City is embedded in the social 
exchange network of the East Indian merchants. It is, therefore, necessary to 
describe the internal structure of this network to demonstrate how it facilitates 
black-market crime. 
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About 20% of the merchants in the 1989 survey were East Indian (Wiegand 
1989a). Assuming a random sample, we would expect there to be around 60 
East Indian businesses in Belize City (i.e., 20% of 300 licensed businesses).7 The 
vast majority of the East Indian merchants, probably over 90% of them, run 
small, retail or retail/wholesale shops with an inventory of around U.S. $40,000 
and total annual sales of less than U.S.$100,000 (Wiegand 1989a). However small 
in inventory and sales, the East Indian shops do typically employ a number of 
sales clerks and stock boys and tend to sell imported products such as electrical 
appliances, fabric, clothing, and shoes (Wiegand 1989a). 

The division of labor within the East Indian network in Belize is essentially 
this: shop clerks and stock boys, retail shopkeepers, retail/wholesale shop- 
keepers, importers, and international suppliers. The structure is basically funnel- 
shaped. There are only a handful of East Indian commercial importers in the 
city, maybe only three or four altogether, but many more shopkeepers and 
clerks. A division of labor of this sort has at least two functions. First, it serves 
to routinize the supply of merchandise to the wholesale and retail shops. Some 
of the merchandise is culturally East Indian - for example, curry and certain 
fabric prints - and is thus sold mainly to East Indian consumers which 
reinforces the enclave's ethnic solidarity (Portes & Bach 1985). Nevertheless, 
most of the merchandise is sold to the general public. Secondly, the division of 
labor funnels a stream of indentured laborers directly from India to the ethnic 
shops in Belize City. Although little is really known about the recruitment of 
ethnic labor,8 there does appear to be an undercurrent of class conflict which 
surfaces from time to time. Quite recently, a group of young East Indian shop 
clerks staged an organized, public protest against their ethnic employers (Pulse 
1991). They complained of not being paid in over a year, despite their seven- 
day-a-week work schedule, and said the shopkeepers had confiscated their 
travel documents. 

However exploitative this structure is from labor's point of view, it does lay 
the groundwork for profit making and the commercial success of the East 
Indian merchants.9 But even more than that, the hierarchical structure of the 
East Indian trading network serves to concentrate capital into the hands of the 
few ethnic importers. We shall return to this point shortly. 

An empirical look at the external structure of the East Indian network 
market ties reveals two very important features. First, East Indian importers tap 
into a wide, international trading network. Indeed, about three-quarters of the 
stock they purchase comes from suppliers in the U.S., Panama, and India 
(Wiegand 1989a; Wiegand & Bennett 1990). This is significantly different from 
the supply networks of the other ethnic importers. Non-East Indian importers, 
in other words, have decidedly more localized networks. For example, the 
Creole merchants depend almost entirely on domestic sources of supply,10 and 
the Mestizo merchants rely on a combination of Mexican and domestic 
(Belizean) suppliers (Wiegand 1989a).11 

The second structural feature of East Indian market ties is their embedded- 
ness in ethnic and kinship relations. The East Indians estimate that about 75% 
of their suppliers are "family, relatives, or close friends" (Wiegand & Bennett 
1990). For the other ethnic groups, the corresponding figure on average is no 
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more than 15%. Thus, highlighting the intricate weave of social and commercial 
relations that is the East Indian trading network is the norm of "keeping 
business within the ethnic group." 

The importance of this norm should not be ignored. For by situating market 
ties within an ethnic and kinship structure abroad, the importers in effect have 
blurred the distinction between business and ethnic solidarity. It is this external 
structure of market ties that gives the East Indian trading network its com- 
parative advantage in the Belizean market - or, as one person I interviewed 
phrased it, the East Indians' ability "to sell goods much cheaper than the 
established [i.e., much large merchant] houses" (see Table 1: 1992/14). As a 
matter of fact, some business leaders have even complained to the Comptroller 
of Customs that East Indians importers, by evading tariffs, are able "to sell their 
goods below market price" (see Table 1: 1988-89/01; 1988-89/02; 1990-91/12). 

The precise advantage of ethnic-based market ties becomes clear when 
related to the crime of underinvoicing. Underinvoicing is essentially a tax crime 
in which the importer uses phony trade documents to understate the actual 
price of the imported merchandise and thereby pay less import duty Uunguito 
& Caballero 1982). Like many tax crimes, underinvoicing requires a degree of 
complicity - in this case, between importer and international supplier.12 But the 
crime itself is a fairly simple "cash on the side" deal (see Table 1, 1988-94/04). 
The importer pays his supplier the amount shown on the phony invoice using 
a standard method of payment such as a letter of credit from the bank. The 
remainder of the bill, however, is paid in U.S. currency in an amount not shown 
on the invoice. This gives the East Indian importers an edge in that they pay 
less import duty than would an importer with a correct invoice. 

Still, complications arise in trying to identify trading partners willing to 
underinvoice. Just broaching the subject injudiciously may sour the deal or 
worse, as was the case in the following incident as it was described by the 
president of a large, well-established merchant house in Belize City (see Table 1: 
1988-89/07). A shoe supplier in Panama, trying to shore up ties to this com- 
pany, asked its buyer what price he should put on the invoice. When word of 
this got back to Belize, the president of the company issued orders to cancel the 
purchase altogether and turned the matter over to customs authorities. The 
company's president asked the Comptroller to examine the invoices of some of 
the East Indian importers who he knew had regularly bought shoes from this 
particular supplier. The Customs Department refused to do so, saying that such 
action would most likely not turn up any conclusive evidence. The supplier's 
mistake in all of this was in asking a question that presumed a willingness on 
the part of the buyer to underinvoice and evade import duties. To put it 
differently, the market ties between the merchant house and the Panamanian 
supplier were essentially transactional in nature, and hence the question was 
clearly out of bounds. 

The East Indian importers, on the other hand, have ties to suppliers that are 
grounded in an ethnic structure of trust, solidarity, and kinship. And it is this 
ethnic structure that conceals from officials the collusion between importer and 
supplier by guaranteeing that one or the other party will not "blow the whistle 
on the illegal transaction" (see Table 1: 1988-94/04). 



Social Structure of Black-Market Crime / 143 

But what do these internal and external structures of the network have to 
do with the foreign-exchange black market? Given their far-flung trading 
networks (cf. Nevadomsky 1981; Streba 1987), the East Indian importers conduct 
most of their business in hard currency (primarily U.S. dollars). The Mestizo 
and Creole merchants, on the other hand, find most of their business is in either 
Mexican pesos or Belizean dollars (see Table 1: 1988-89/07). And since there are 
no currency controls governing either of these currencies like there are for U.S. 
dollars, the merchants can convert from one to the other at will. In contrast, 
when using U.S. dollars, this hard currency can only be disbursed in Belize by 
the Central Bank and only in the amount shown on the invoice. 

Presenting a phony document to the Central Bank means the importer 
cannot legally obtain all of the hard currency he owes his international 
suppliers. Thus, the foreign-exchange black market functions as an informal 
source of hard currency for the importers. It enables them to conceal their 
underinvoicing yet fulfill their business obligations abroad (see Table 1: 
1992/14). Unfortunately, getting first-hand evidence of underinvoicing is easier 
said than done. As a former Comptroller (see Table 1: 1990-91/12) stated, "To 
build a criminal case against an importer or a merchant, we would need actual 
proof like two invoices for the same transaction or a supplier turning in the 
importer. It might also require collaborating with customs officers in Miami or 
wherever." For all practical purposes such coordinated enforcement does not 
occur in Belize (see Table 1: 1988-94/04). Yet, despite prosecutorial difficulties, 
the former Comptroller has little doubt about the "collusion between importers 
and suppliers." According to him, "You have a flood of East Indian shops and 
it's no secret they are understating the value [of imports]. You can see the 
pattern. They have family in Miami. And they are always getting their goods 
from that same [ethnic] community." 

In addition to this, the network's internal structure serves to concentrate black 
money at the import level where it is needed to pay international suppliers. East 
Indian retailers throughout the city take in some U.S. dollars in the normal 
course of business. They are expected to sell the dollars to the importers at the 
going black-market rate (see Table 1: 1988-94/04). The importers probably also 
purchase U.S. dollars from several tourist businesses (e.g., resort hotels, 
restaurants, and bars). And it has been suggested they may even buy dollars 
from cash-rich cocaine barons when the need arises (see Table 1:1988-94/04). In 
one instance, for example, two young East Indian shop clerks were murdered 
gangland style near Belize City. They were attempting to buy $100,000 in U.S. 
currency on behalf of a prominent East Indian importer, and were last seen in 
the company of a "drug kingpin" (Te Amandala 1987:1). 

To be sure, one would be misreading my argument to accuse only East 
Indian importers of black-market crimes. The fact is, merchants from every 
ethnic group engage in currency speculation, smuggling, underinvoicing, and 
customs evasion. These behaviors are conditioned by the neoclassical incentives, 
but, unlike the others, the East Indians have a peculiarly powerful incentive 
deriving from the structure of their market ties (i.e., transactions in hard 
currency). To underscore the theoretical relationship between social structure 
and black-market crime, let us briefly examine the social organization of another 
ethnic black market in Belize. 
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The Mestizo Contraband Market 

The contraband market entails smuggling consumer goods from Mexico into 
Belize where they are resold. It is often associated with the Mestizo ethnic 
group and differs in social organization from the foreign-exchange black market. 

The contraband market is built around the social structure of the villages 
along either side of the Belize-Mexico border (Wiegand 1992b, 1993). The 
Belizean villages are smaller with around 50 to 200 families per village (Belize 
Central Statistical Office 1989) and are less developed commercially than those 
on the Mexican side. Villagers on both sides, however, are united by a common 
Mestizo culture and language and by longstanding social and familial ties 
(Wiegand 1993). 

For decades, Belizeans have crossed the border into Mexico to buy food 
staples and consumer goods either unavailable or more expensive in Belize 
(Barnett 1985; Hernandez et al. 1991). The Government of Belize tries to regulate 
border trade to protect revenues and domestic manufacturing. Products made 
in Mexico are either prohibited or subject to import taxes ranging from 42% to 
one 100% of their value (Barnett 1985; Kirton 1988). Whatever else can be said, 
such easy access to consumer markets in Mexico along with high trade barriers 
create tempting incentives to smuggle. 

The village smuggling networks are relatively flat and decentralized 
compared to the hierarchical division of labor of the East Indian network. The 
village merchants need only to cross a shallow river into Mexico to buy 
products personally from international suppliers. In effect, retailers are directly 
connected to suppliers with no "middle-man" importer to funnel the goods 
through, as is the case in the East Indian network. 

By the same token, some unknown number of merchants in nearby Orange 
Walk Town and Belize City, one hundred miles to the south, also use the village 
networks to obtain contraband. In this instance, the network's internal division 
of labor is slightly more differentiated. There are Mestizo entrepreneurs who 
regularly smuggle in commercial quantities of Mexican contraband. They tend 
to hail from the river villages and could not operate without the cooperation of 
the villagers. To be specific, the smugglers hire the men of the village who own 
motor boats launched from piers owned collectively by the village. Villagers are 
also employed to carry the contraband from the riverbank to the feeder roads 
where trucks wait to transport the contraband to merchants. 

An outsider certainly finds it extremely difficult to penetrate these village 
networks, or even to get the villagers to talk about them. I had once asked (in 
English) a village teenager about heavy tire tracks leading 100 yards or so from 
the village to the river. He replied (in English) that he had no idea how they got 
there. Yet, a Mestizo friend of mine, born and raised in the area, was told (in 
Spanish) by the same young fellow later in the day that the tracks were made 
by a truck loaded heavy with contraband. 

The Creole-dominated Customs Department has come to expect little 
cooperation from the Mestizo villagers (see Table 1: 1988-89/01; 1988 89/04).13 
Investigations typically run into a dead end, as this following incident illustrates 
(see Table 1: 1988-89/01). Acting on an anonymous tip, four customs officers 
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found two truckloads of electronic equipment (e.g., stereos and VCRs) at the 
outskirts of a river village. Two of the officers left the scene to secure police 
reinforcements and two stayed behind to guard the trucks. When the reinforce- 
ments returned at nightfall, they found their colleagues "outgunned," lying face 
down on the ground surrounded by the shadows of armed men (see Table 1: 
1988-89/02). 

The Belizean military arrived the next morning but found only the empty 
trucks. The villagers claimed to know nothing about the smuggling other than 
that some Mexicans may have been involved. Moreover, the fact that the 
contraband "disappeared" (either sold or hidden in warehouses, we do not 
know) in a matter of a few hours implies some degree of integration between 
Mestizo smugglers and retail/wholesale merchants.14 

Besides transporting the contraband across the river border and providing 
a conspiracy of silence, the Mestizo networks perform as intermediaries 
connecting the smugglers to the Mexican military that patrols the border. As 
villagers know, the Navy permits smuggling for a price, but only if the villagers 
vouch for the smuggler. 

This situation was observed several times during my fieldwork (summer, 
1991). In one instance, naval officers turned back a Mestizo smuggler whom 
they did not recognize until a villager spoke up on his behalf. In another 
instance, several Mestizos were loading ten cases of American beer into a boat 
under the watchful eye of two Mexican naval guards (cf. Wiegand 1993). (The 
retail value of the contraband beer was about $U.S.600 or half of the average 
annual per capita income in Belize.) The guards permitted the smuggling, yet 
ironically detained a non-Mestizo American who happened to be in the vicinity. 
They kept his passport until some villagers vouched for him and he had to pay 
the guards a bribe (or mordida) to get it back.15 These instances illustrate the way 
ethnic village networks screen smugglers and hence protect the corrupt military, 
while advancing their own economic interests as well as the commercial 
interests of smugglers and merchants who buy the contraband. 

The 1989 survey adds yet another piece to the puzzle (Wiegand 1989a). 
About 24% of the Mestizo merchants in Belize City (5 out of 21) identified the 
river border as the area where smuggling occurs most frequently. On the other 
hand, none of the eleven East Indian merchants interviewed gave this response, 
which at the very least implies ethnicity's central role in the contraband market. 

The Mestizo contraband networks differ from the East Indian trading 
network not only in internal structure, but also in external market ties. The East 
Indian importers, the reader shall recall, nurtured a set of ties to ethnic 
suppliers as a means of, among other things, underinvoicing. Mestizo smug- 
glers, on the other hand, have no need to underinvoice since they do not 
transport their goods via official points of entry into the country. Instead, 
smugglers concern themselves only with finding the best price. They have no 
real reason to develop long-term, informal ties to international suppliers, as the 
East Indians do. And consequently, their market ties are transactional. A simple 
reflection of this can be seen in the fact that smugglers typically buy their goods 
at the largest and least expensive supermarket/discount store in the Mexican 
border city of Chetumal (se Table 1: 1988-9/01; 1988-9/02). The store's managers 
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have no knowledge of the smugglers' activities, nor do they in any way 
encourage the cashiers to underinvoice (see Table 1: 1988-89/02; 1988-89/03; 
1988-89/04). 

To summarize, we see that the black markets are erected on significantly 
different social structures. With respect to internal structure, the foreign- 
exchange black market is embedded in a network that funnels capital (and black 
money) to the importer level. Hence, it exhibits a clearly defined division of 
labor. The contraband market is flat in comparison with a simple division of 
labor. In most instances, village merchants deal directly with their suppliers. 

With respect to external structure, the East Indian network has market ties 
to international suppliers that are colored by the obligations of ethnic solidarity. 
Market ties in the Mestizo networks, by comparison, tend to be transactional in 
nature. And since these transactions are in Mexican pesos and the smugglers 
have no need for false invoices, the Mestizos do not feel the same pressure to 
accumulate black money to pay their international suppliers. 

Black Markets as Evolving Social Structures 

Thus far, I have explained patterns of black-market crime in terms of the social 
organization of ethnic exchange networks. But it is useful as well to explore 
how these networks might become nonethnic structures of crime. To open this 
discussion, let us examine the foreign-exchange black market. 

The first structural characteristic of this black market is the importer's access 
to international suppliers that use hard currency as the medium of exchange. 
Gaining such access might be prompted in a variety of ways. For example, an 
increasing volume of sales often impels importers to look beyond local sources 
of supply. Likewise, selling to ethnic consumers might push importers to locate 
international suppliers. 

However, simply gaining access to international trading networks is not 
enough. In order to underinvoice, importers must nurture market ties of trust 
with their suppliers based on long-term reciprocal obligations. This is the 
second structural characteristic of the foreign-exchange black market. The reader 
should recognize that trust between importer and supplier in this instance is not 
vested in ethnic solidarity. Rather, it is the result of repeated and routinized 
market transactions that in time give rise to informal social relationships. 
Henry's microlevel study (1978) of the fencing of stolen goods is instructive 
here. He tells us that "it is necessary to know as much as possible about a 
newcomer before even suggesting that he become part of the [illegal] trading 
network" (35-36). Citing Ditton's (1977) ethnography of pilferers, Henry (1978) 
goes on to say: 
Once the members of a trading network have decided that a person is "all right" and that 
he shares the same attitudes to life as themselves, they may test him out with an offer for 
"cheap" goods .... [T]his often takes the form of a particularly loaded question which 
he [Ditton] describes as the "alerting phrase." (38) 

Responding to these phrases correctly establishes the trust necessary for the 
trading network to proceed with underinvoicing. 



Social Structure of Black-Market Crime / 147 

Larson's ethnography (1992) of corporate executives illustrates how trust 
and personal allegiances transform market transactions. In this process, which 
the author says may take a year or more, mutual friendships and personal 
reputation are the "preconditions for exchange." As one corporate vice president 
commented, his particular industry "is a very small community in which certain 
people have established credibility and a reputation.... [The key is] 'who you 
know"' (Larson 1992:84). Once interorganizational contact is initiated, the norms 
of reciprocity and trust are furthered through the expansion of "the social 
aspects of economic exchange" (Larson 1992:87) such as routine communication 
and operational coordination. Of course, mutual economic interests lie at the 
heart of these market ties and ensure "the likelihood of new transactions 
moving from arm's length relations to close collaborative alliances" (87). Market 
transactions and social structure at this point are intertwined, as trust deepens 
in proportion to the reciprocal expectations that both importer and supplier 
communicate to one another (cf. Powell 1990a; 1990b).16 

There is some indication that the social organization of the foreign-exchange 
black market is evolving in Belize City. Survey data show that importers tend 
to have a greater awareness of the black market than do retail merchants. On 
the average, importers estimate that two-thirds of their competitors regularly 
deal in black money, whereas retail merchants say that just over half (54%) of 
their competitors are committing this crime (Wiegand 1989a; Wiegand & 
Cunningham 1990). But even more to the point, Mestizo importers have a 
higher estimate of their competitors' black-market involvement than do East 
Indian retailers (72% vs. 47%), although East Indian importers do have the 
highest estimate of all (90%). Finally, even the Creole merchants are beginning 
to show signs of involvement. We find that their estimates of competitors' 
dealings in black money vary in direct proportion to the amount of imported 
stock in their stores.17 

These preliminary findings certainly weaken a cultural explanation that 
locates black-market behavior in the norms and values of the East Indians. In 
other words, the findings suggest that structure of trading networks is the 
causal factor, not ethnicity per se. 

In the close-knit community of Belize, however, market ties still mainly 
parallel ethnic lines. Longstanding ethnic rivalries and distrust deeply divide the 
merchants and have slowed the formation of international, interethnic trading 
networks. Illustrating this is the case of a prominent Arab merchant in Belize 
City who was arrested and charged with customs evasion (The Reporter 1975). 
His arrest, and the subsequent release of court evidence revealing that Arab 
merchants had been often sued by international suppliers for delinquent debts, 
prompted the merchant community, particularly the East Indians, to criticize the 
Arab importers. They criticized Arab importers for giving Belizean merchants 
a bad reputation abroad (see Table 1: 1988-89/01). In another well-publicized 
case, an East Indian importer brought in television sets from Miami for a 
Mestizo wholesaler/retailer. Both parties claim breach of contract and the case 
has since landed in criminal court (see Table 1: 1988-94/04). 

These sorts of broken trusts amplify the strains of ethnic rivalry within the 
merchant community. They also slow the formation of interethnic trading 
networks and the building of trust between importer and supplier. 



148 / Social Forces 73:1, September 1994 

Theoretical Advances 

This study advances the sociological theory of black-market crime in two 
important ways. First, it frames the research question so as to highlight the 
strength of sociological analysis. The predominant neoclassical economic 
perspective discusses the foreign-exchange black market from the point of view 
of market disequilibrium. This perspective adds little to the understanding of 
why patterns of crime should vary from one ethnic group to the next. By 
stressing the concept of social structure, we gain an important complement to 
the economic perspective. 

The second major theoretical advance is in viewing black markets as social 
exchange networks. This moves the analysis away from the neoclassical notion 
of markets as being a set of random and episodic economic transactions and 
allows us to view black markets as structures of social interaction based on 
long-term reciprocal relationships. This in turn raises questions about the 
network's internal structure or division of labor. The foreign exchange black 
market, as mentioned, tends to be more hierarchical than the contraband black 
market in order to move black money to the ethnic importer. It is also worth 
noting the external structure of market ties. My research demonstrates how the 
exchange requirements of trust and reciprocity between importer and inter- 
national supplier are closely related to the crime of underinvoicing. Thus, to 
underinvoice successfully, the importers' ties to international suppliers are 
situated in a social space of shared ethnicity and familial ties. As Powell (1990a) 
points out, such market ties are figured over the long term, rather than on a 
short-term, transactional basis. 

To be sure, there is considerable research yet to be done. With respect to 
foreign-exchange black markets, future studies should refine measures of 
criminal involvement and need to examine the microlevel reciprocal ties 
between importer and supplier. Specifically, actual case material documenting 
underinvoicing needs to be gathered. In addition to that, the reciprocal 
expectations of suppliers need to be outlined in empirical detail. And to 
researchers interested in East Indian foreign-exchange black markets, I would 
suggest forming hypotheses about the social structure of hawala, a fabled but 
rarely studied East Indian institution, described by Sarkar (1990) as being "an 
unofficial but highly efficient foreign-exchange market operation" (82). Black- 
hurst (1988) calls it an underground banking system for "the violation of 
currency laws, tax evasion and the illegal transfer of funds" (90). Discovering 
the social organization of hawala, that is, its division of labor and market ties, 
will require a deep understanding of black markets, as well as a full 
appreciation of the complexities of ethnic trade and social structure. 
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APPENDDC A 

The Belize City Crime and Justice Survey covered a wide range of topics, from crime 
victimization and crime reporting to twenty-two specific questions about trading networks and 
black-market crime (Wiegand & Bennett 1990). These specific questions were asked only of 
those who stated "business" as being their primary occupation. Altogether, there were 107 
items on the questionnaire. The questionnaire was developed in consultation with the Belize 
Embassy in Washington, D.C. and was pretested during the winter of 1990. In March of that 
year, the survey was fielded in Belize City, Belize, Central America. 

Belize City has about 60,000 inhabitants (Belize Central Statistical Office 1989), from which 
a simple random sample of five percent of the households was drawn. Simple random 
sampling was used due to the lack of reliable data for stratifying the population. Nevertheless, 
the procedure produced a nonbiased, if less efficient, sample. 

The sampling frame was obtained from the Belize Electric Board. It is perhaps the most 
comprehensive list available to researchers and covers approximately 85% of the city's 
households. Of the 588 addresses originally sampled, 52 (8.8%) were incorrect for one reason 
or another. Thus, the final sample had 536 households, only four of which refused to 
participate (i.e., a nonresponse rate of .7%). The head of the household was interviewed in all 
but 8% of the cases. For those cases, an adult other than the household head was interviewed. 

Face-to-face interviews were conducted by a dozen students enrolled at the University 
College of Belize. The students were selected, for the most part, because of their interest and 
performance in a research methods course I had taught there during the previous year. They 
were personally trained in the details of the survey. Interviews lasted on average about thirty 
minutes. A random resampling of 5% of the completed interviews was conducted to ensure 
reliability and validity. Only two factual errors were found at this stage. 

APPENDIX B 

The Belize City Merchants Survey (Wiegand 1989a) deals more specifically with the issues of 
trading networks and the foreign-exchange black market than did the 1990 Belize City Crime 
and Justice Survey (Wiegand & Bennett 1990). The presumption, of course, is that merchants 
have more direct knowledge of, and hence more grounded perceptions regarding, black-market 
crime than does the general public. The survey instrument contains forty-six questions, 
including items concerning the merchants' trading networks, ethnicity, size of business, the 
merchants' perceptions of their competitors' black-market involvement, and so on. The items 
were developed in a special seminar on crime and the economy I taught at the University 
College of Belize. As a class project, the ten students who took the class also collected the 
interview data and discussed the preliminary results. 

Two sampling frames were used to draw a representative sample of merchants in Belize 
City. The first was a listing of licensed businesses obtained from the Belize Board of Trade. The 
second was the city's weekly register of informal street vendors. Belize City at that time had 
around 300 licensed businesses and another 10 to 15 registered vendors. A simple random 
sample of 58 businesses was selected (18% of the total). The owner or manager of the business 
was interviewed, except in three instances. Thus, the nonresponse rate is 5% and the sample 
size is fifty-five. The interviews were conducted face-to-face by a student who, when possible, 
was of the same ethnic group as the merchant. On average, the interviews lasted thirty 
minutes. 



150 / Social Forces 73:1, September 1994 

APPENDIX C 

Fieldwork for this study spans five years, from 1988 to 1994. In 1988-9, I spent twelve months 
in Belize City as a Fulbright Scholar. With the permission of the Belize Ministry of Finance, I 
took an assignment with the Belize Customs Department. I met weekly with the Comptroller 
of Customs and together we mapped out my research strategy, which was to interview the 
Customs officers and key Customs informants, to inspect departmental files and court records, 
and to visit Customs border stations. The field role I assumed was "observer as participant" 
(Gold 1969). Thus, my identity as a researcher was known from the outset. In addition, I 
conducted three one-on-one, in-depth interviews with officials at the Chamber of Commerce 
and regularly discussed my research with the Economic Officer and the Political Officer at the 
U.S. Embassy and with several Senior Customs Officers. 

Over the next two years, 1990 and 1991, I spent three months in Belize during which time 
I reestablished rapport with key Senior Customs Officers and conducted in-depth interviews 
with a number of them. I also met and interviewed a retired Comptroller of Customs and 
began to develop contacts in the Tax Division and the Central Bank. Some of my time was also 
spent in Mestizo river villages near the border with Mexico exploring the contraband market. 
In 1992, I spent one month in Belize. Building on the previous year's contacts, I conducted one- 
on-one, in-depth interviews with the Commissioner of the Tax Division and the Research 
Director of the Central Bank. In addition, I met and had two in-depth interviews with a 
newspaper reporter who had been writing a series of investigative articles on white-collar 
crime in Belize City. I also did a one-on-one, in-depth interview with the chairman of the 
National Crime Commission. 

In 1993, I spent one month in Belize City. I conducted a series of one-on-one, in-depth 
interviews with the Crown Counsel of the Department of Public Prosecution. This person's 
chief responsibility is to prosecute the Government of Belize's criminal cases involving money 
laundering, political corruption, and illegal drugs. During that period as well, I gathered and 
analyzed the criminal court records for a number of prominent cases involving black-market 
crime and related offenses, and began to assemble newspaper articles over the past ten years 
dealing with such topics. 

Finally, it is particularly worthy to note that numerous one-on-one, in-depth interviews 
were conducted with a former Senior Customs Officer who had been in charge of Internal 
Audit. The significance of interviewing former officers should not be lost on the reader. 
According to Alam (1989): "If one wishes to investigate corruption in the customs department, 
the interviews may be directed to importers or retired officials of the department" (443). Better 
yet, I conducted these interviews in the U.S., not Belize. Table 1 archives these qualitative 
interviews by an identification number. 

Notes 

1. I must thank the anonymous reviewers for stressing this point about the underlying social 
structure of market relations. 
2. Rationing and price controls during World War II generated a wave of academic interest in 
the black market. Studies of this vintage laid the theoretical groundwork for today's 
neoclassical literature. On this point, the interested reader should consult Boulding (1947), 
Bronfenbrenner (1947a; 1947b), Michaely (1954), and Plumptre (1947). 
3. Lindauer (1989) defines black money as "undeclared or illegally acquired incomes held in the 
form of currency or other readily convertible assets" (1874). 
4. Sewell's (1992) concept is in line with the one in the text. As he puts it, social structure is 
"constituted by mutually sustaining cultural schema and sets of resources that empower and 
constrain social action and tend to be reproduced by that action" (27). 
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5. The survey question was: "In your opinion, which ethnic group is most involved in illegal 
money changing?" 
6. The survey question was: "What percentage of your competitors regularly deal in U.S. 
currency on the black market?" The nonresponse rate for this question is 20% (11 of 55). Within 
the sample of 55 merchants, 11 are East Indian, and only one of them refused to answer the 
question. 
7. Note that none of the informal street vendors in the sample were East Indian. 
8. Portes and Bach (1985) have this to say about ethnic labor markets: "The organization of an 
immigrant enclave typically requires recent arrivals to take a tour of duty at the worst 
jobs .... Immigrant workers willingly remain in subordinate jobs because these jobs open 
paths of mobility unavailable in the outside .... In this way, a class of low wage earners in an 
ethnic enclave may move up, in a matter of years, to managerial-level jobs or into petty 
enterprise" (203-204). 
9. One non-East Indian importer asked me rhetorically: "How can I compete when they [East 
Indian retailers] sell kitchen appliances for less than what it costs me to buy them at the factory 
and import them legally?" (see Table 1: 1988-89/02). 
10. Creole denotes a person of mixed European and African ancestries. 
11. The ethnic heritage of the Mestizos, says Smith (1965) is "of Spanish-Amerindian 
derivation" (5). The ancestors of many of the Belizean-Mestizos fled Mexico in the second half 
of the nineteenth century when a popular uprising against the Spanish (called the Caste War) 
was crushed (Brockman 1985; Robinson 1988). Since the 1960s, the Mestizos have come to 
Belize mainly from Guatemala and El Salvador (Bolland 1988). Among them are some 4,100 
refugees registered with the United Nations High Commission on Refugees, and another 25,000 
to 40,000 undocumented aliens (Barry 1989; Everitt 1984: SPEAR 1988). 
12. Clinard's -(1952) seminal work on World War II black markets alludes to this element of 
willingness to break the law which "would've been abhorred by even second-rate business 
houses a few years ago" (113). 
13. Creoles speak English and have historically been the largest and most powerful ethnic 
group in Belize. They have never pursued farming to any great extent; nor do they have much 
of a commercial tradition (Belize Education Task Force 1988; Bolland 1987, 1988). Instead, their 
power base is set in Belize City and derives from being "the group most acculturated to the 
British by language, education, and their occupation as 'civil servants' in the colonial 
administration" (Shoman 1987:10). Even today, three-quarters of the customs officers and 
officials are Creole (Wiegand 1989b). 
14. I am unable to ascertain if merchants actually place advance orders with the smugglers. 
From the fieldwork and interviews, I suspect that they do not. Rather, it appears there are 
"certain merchants who are always in the market for contraband" (see Table 1: 1988-89/02). 
15. Smugglers do on occasion get caught. The Amandala (Ross 1992), for example, reports an 
incident in which thirty-one cases of American beer, valued at $U.S.1,860, were confiscated and 
three Mestizos were arrested and charged with fraudulent evasion of customs duties. Note, 
however, that the smugglers were arrested while transporting the beer in town and not at a 
river village. 
16. Detailing the supplier's stake in the "cash on the side" deal is far beyond the scope of this 
study. But, in passing, one should recognize the immense difficulty income tax authorities face 
as they try to detect cash transactions (cf. Feffer et al. 1983). Importers and suppliers are both 
likely to be acutely aware of the costs and benefits of underinvoicing and income tax evasion. 
Out of this mutual awareness, no doubt, can evolve the complicity to commit tax crimes. 
17. The estimated percentage of "competitors who regularly deal in U.S. currency on the black 
market" is lower for Creole merchants who sell strictly Belizean goods than for Creole 
merchants who sell imported goods as well (21% vs. 39%). These mean scores are based on the 
responses of 18 Creole merchants (Wiegand & Bennett 1990). 
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