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IN July 2000, Richard Sklar, President Bill Clinton’s
special envoy to Bosnia-Herzegovina, brought a few

packs of cigarettes to a meeting between the Bosnian
Presidency and representatives of the international com-
munity. Sklar had purchased the cigarettes just a few
blocks away from the Presidency headquarters in down-
town Sarajevo. The packs had no excise tax label and
apparently—like millions of other cigarettes sold every
day across the Balkans—had been smuggled into the
country. As reported by the Bosnian weekly Naši Dani,
Sklar showed the cigarettes to the assembled members
of the Bosnian Presidency and said, “You are losing $500
million a year because of cigarette smuggling. Some-
times politicians in this area only think about them-
selves, their families, and a few of their friends. In any
other country in the world, they would have been thrown
out of the government and forced to look for jobs else-
where.”1

Since the early 1990s and the outbreak of multiple
wars in the wake of Yugoslavia’s collapse, cigarette
smuggling has become a multi-billion-dollar business
in the Balkans, simultaneously sustaining many of the
region’s governments and draining the newly formed
states of potential tax revenue. Montenegro, Serbia,
Croatia, Macedonia, Kosovo, and portions of Bosnia
(particularly Republika Srpska and Herzeg-Bosna) have
financed their war-time and peace-time activities with
the illicit tobacco trade. Cigarette smuggling has also
become big business in neighboring Romania, Bulgaria,
Greece, and Albania. The growth of informal and illicit
trade networks in the Balkans (in addition to cigarettes,
trafficking in drugs and people now often feeds both
underground and legitimate economies) is usually said
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to be a consequence of the porous borders and weak
institutions in post-communist Southeastern Europe, and
of the political and economic distortions caused by the
Yugoslav wars. Implicit—and at times explicit—in these
explanations is a cultural assumption that the Balkan
countries are the sick offspring of the sick man of Eu-
rope, as the Ottoman Empire, which dominated the re-
gion a century ago, used to be described.2 More
accurately, however, the pervasive informal and illicit
trade in the Balkans should be seen as an integral part
of the world economy, a local response to the rise of
global merchant networks. From this perspective, the
Balkans represent a zone of sovereign exception that
has affirmed and enabled the continued functioning of
the international state system through a period of sig-
nificant economic and political turbulence.

Placing Balkan cigarette smuggling in a historical
and global context reveals the symbiotic relationship
between statehood and illicit trade in the modern world
economy. This article builds upon Giorgio Agamben’s
re-conceptualization of sovereignty as depending on the
ability to suspend law and create juridical zones of ex-
ception.3 In short, contraband activities thrive precisely
thanks to the checkered nature of the international state
system, which inextricably entwines zones of law and
lawlessness. Smuggling is thus a game—both literally
and metaphorically—neither with nor without frontiers.
It is a game dependent on politically or juridically con-
stituted transit zones where the laws of territorial states
are temporarily suspended.

A History of Balkan Smuggling
Contraband trade has a long history in the Balkans. The
Ottoman Empire proved to be an ideal location for the
“conquering Balkan Orthodox merchant” who captured
the trade routes between Central Europe, Russia, and
Constantinople.4 Since the days of the Ottoman rulers,
informal and illicit trade networks have paralleled le-
gitimate commerce. The Ottoman Empire’s division into
customs zones with different import and export duties,
different taxation scales for sea and overland trade, strict
regulation of internal trade, and a ban on exports of
staple goods to Europe, unintentionally created numer-
ous opportunities for arbitrage, speculation, and con-
traband trade. In short, the Balkans became an
environment in which commerce—legal and other-
wise—could flourish.

In addition, the Balkans were on the geographical
edges of two empires, the Habsburg and the Ottoman,
making the region a potential flashpoint. Southeastern

Europe became the principal battleground in the reluc-
tant mutual courtship and perpetual contest between the
two worlds. Situated in this geopolitical no-man’s land,
the Balkans emerged as a forbidding, self-enclosed zone
through which only the initiated, the well acquainted,
or the native could travel. Various forms of banditry—
from the uskoks of Senj to the hajduks of Serbia to the
gangs of Albania and Montenegro—threatened foreign
merchants and kept them, for the most part, off the Balkan
overland routes. The disorder, anarchy, and danger that
came to be associated with Balkan overland trade em-
powered the native merchants, eliminated their competi-
tion, and led to the formation of mini-merchant fiefdoms
with their own forms of protection and authority.5

The agricultural-military foundation of the Ottoman
Empire favored Muslims exclusively, but left trade in
the hands of foreigners or non-Muslims. Merchants used
diaspora communities and population migrations to
spread trade along family, friendship, ethnic, or village
ties, without raising any major uncertainties about trust
or future exchanges. These informal channels overlaid
the Balkans with a complex web of overlapping com-
munities that the boundaries of a nation-state could never
contain. Trade flourished among those who knew how
to navigate the rocky terrain of cultural differences. The
interlocking networks antagonized any group whose
interests were first and foremost territorial: landowners
and peasants, bureaucrats and their tax-paying subjects,
(self-identified) foreigners, and the natives.6

Cigarette and tobacco smuggling also have histori-
cal roots. Although enforced with different degrees of
diligence, the Ottoman and Austro-Hungarian Empires
both established tobacco monopolies that fostered con-
traband activities. The Ottoman monopolies covered
only the tobacco trade—cultivation of tobacco for pri-
vate use was allowed without any special permits. Farm-
ers exploited this loophole from the time tobacco
production began to expand in the eighteenth century.
But the illicit cultivation and sale of tobacco and con-
traband truly began to flourish only at the end of the
nineteenth century, when the combination of increased
pressures on the peasant population, the weakening
power of the government in Constantinople, and in-
creased competition with the rapidly industrializing
West pushed entire regions of Bulgaria and Macedonia
into opium and tobacco production. The crops were then
smuggled by sea into Western Europe either from the
Albanian coast or along the old Thessaloniki-Marseille
route.7

In contrast, the Austro-Hungarian empire attempted
to control both the production and sale of tobacco. The
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Habsburg monopoly supplied newly established ciga-
rette-manufacturing plants in Croatia and Bosnia-
Herzegovina and strictly controlled exports of both raw
tobacco and cigarettes.8 Contraband activity along the
borders with Serbia and across the Adriatic with Italy
continued until World War I. In the inter-war period,
the independent states carved out of the Habsburg and
Ottoman lands quickly established new state monopo-
lies and smuggling resumed, now with Germany as the
main consumer of Balkan tobacco.

While smuggling declined after World War II,
Yugoslavia’s collapse, the subsequent civil wars, and
the opening of the former Soviet bloc to trade have re-
created many of the structural preconditions for com-
merce and contraband trade across Southeastern Europe.
The Balkans of the twenty-first century may not be part
of a vast agricultural and militarized empire (unless they
are defined as the best-policed zone of the new global
empire),9 but the region still exhibits many of the traits
typical of a late nineteenth-century crossroads zone.
Multiple borders (Bosnia alone has more than 400 bor-
der-crossings), different taxation systems, numerous
refugee and diasporic communities, create a set of rela-
tions both within the Balkans, and with Europe, Tur-
key, and Asia that seems exceptionally conducive to
informal and illicit trade. The Yugoslav wars, ironically,
did not simply disperse arms throughout the region and
perpetuate warlordism and private armies— they also
resurrected the historical image of the region as a dan-
gerous, hostile space for outsiders. The presence of le-
gions of peacekeepers and representatives of various
international communities does not change this picture.
On the contrary, the foreigners create their own islands
of sovereignty and tax-exemption around which infor-
mal and illicit commerce can flourish, while their de-
pendence on local interpreters (language and otherwise)
creates yet another layer of intermediaries between the
formal and informal economies.

The Balkan Cigarette Trade Today
Anti-smoking campaigns have cut cigarette consump-
tion in developed countries, but cigarette production and
consumption continue to grow in developing countries,
particularly Eastern Europe, Russia, and China. Ciga-
rette consumption continued unabated during the Balkan
wars. Despite transportation and delivery problems,
demand was satisfied with locally produced cigarettes
as well as with smuggled goods. Production and trade—
legal and otherwise—were tightly controlled by local
political elites who saw the potential for incredibly high

profits. The European Union, the Italian government,
and independent media outlets in Croatia, Serbia, and
Bosnia have uncovered multiple production and transit
schemes originating in the former Yugoslavia.

The most obvious scheme involves control over pro-
duction and distribution of locally produced cigarettes,
both local brands as well as counterfeit versions of ma-
jor brands. Although most local manufacturers operat-
ing in wartime could not compete with smuggled
imports, several factories in the former Yugoslavia none-
theless generated large profits thanks to government
support or shrewd distribution strategies. For example,
Sarajevo Tobacco continued production throughout the

city’s 1993–94 siege.10 During those months of isola-
tion, cigarettes were sold for as much as 100 deutsche
marks per pack and were the favorite currency for bar-
ter trade. With steady production in a captive market,
the 120-year-old Sarajevo Tobacco was one of the few
manufacturers in Bosnia-Herzegovina, if not the only
one, to register profits during that period. Its proceeds
supported several factories owned by members of the
Bosnian political elite as well as (illegal) purchases of
weapons for the Bosnian army.11 After the war, the man-
agement of Sarajevo Tobacco reinvested some of the
profits to upgrade its facilities, and within just a few
years the firm had reached 60–70 percent of its pre-war
output.12 However, it was unable to regain its pre-war
Marlboro license from Philip Morris. When the man-
agement and employees of Sarajevo Tobacco tried to
unilaterally privatize the factory, the government strenu-
ously objected, knowing it would lose a major source
of funds. Representatives of the international commu-
nity annulled the privatization plan in 2001. The case is
still pending in Sarajevo courts.

Rovinj Tobacco in Croatia also successfully contin-
ued its production through the war years. According to
the company’s own reports, its market share in Croatia
increased from 35 to 63 percent between 1991 and 1997.
By 2003, Rovinj controlled 95 percent of Croatian to-
bacco exports and was contributing nearly 5.5 percent
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of the state budget’s total revenue.13 However, accord-
ing to reports by the Croatian weekly Feral Tribune,
Rovinj Tobacco was not immune to illicit distribution
schemes for its products.14 Although the company de-
nies all such reports, its most popular brand, Ronhill,
was apparently smuggled across the borders of Croatia,
with or without the direct knowledge of the company’s
management. According to one account, the cigarettes
were legally exported to Bosnia-Herzegovina and then
re-imported into Croatia where they were subsequently
sold on the black market at discount rates and without
paying state taxes. In a variation on this scheme, Rovinj’s
Slovenian subsidiary would, on paper, export cigarettes
to companies registered in places like Cyprus,
Liechtenstein, or Malta but owned by members of the
Serbian, Montenegrin, or Croat political elite or their
cronies. The cigarettes never reached their official des-
tination, however, but were instead transported from the
Slovenian port of Koper to Montenegro or even the
Bulgarian seaport of Varna and then trucked back into
Serbia, Montenegro, Bosnia, or even Croatia—all avoid-

ing custom duties and state taxes.15 Rovinj Tobacco also
opened a cigarette-manufacturing plant in Èapljina, a
town in Herzegovina, from which the cigarettes were
sold all over Bosnia. Investigations by the Bosnian gov-
ernment later revealed that the Èapljina operation was
a front through which cigarettes from Rovinj were be-
ing recycled.16

Smugglers in Serbia, Montenegro, and Macedonia
seemed less inclined to protect their own domestic pro-
ducers and instead dealt in foreign brands. Except for
counterfeiting foreign brands, domestic tobacco and
cigarette production declined in Serbia, Montenegro,
and Macedonia, while foreign brands flooded the mar-
ket.17 In addition, the territories resold cigarettes back
into the European Union. The methods of smuggling
major foreign-brand cigarettes through the Balkans were
quite similar to the schemes for selling Croatian ciga-
rettes in Bosnia and Serbia. While both Serbs and
Macedonians participated in cigarette-smuggling rings,
the most elaborate scheme by far was the one devised
by the Montenegrin government. By the second half of
the 1990s, Montenegro was the center of smuggling
operations for the Balkans, “one gigantic marketplace
for smuggled cigarettes,” according to German customs
investigators.18

The Montenegrin smuggling operations were orga-
nized in two distinct ways over two distinct periods.
They allegedly began in 1992, the onset of the Yugoslav
wars, with the cooperation of both Serbian and
Montenegrin officials. The initial smuggling ring was
controlled by Vladimir “Vanja” Bokan, a friend of
Slobodan Miloševiæ’s son Marko and a son-in-law of
General Nedeljko Boškoviæ, special adviser for national
security issues to the (then) Montenegrin prime minis-
ter, Milo Djukanoviæ.19 Sometime in the early 1990s,
Bokan bought the entire chain of newspaper and ciga-
rette kiosks in Serbia from Marko Miloševiæ, thus ac-
quiring full control over tobacco distribution in the
former Yugoslavia. Montenegro’s porous borders helped
Bokan create links with cigarette manufacturers in Tur-
key, Bulgaria, Greece, Kosovo, and Montenegro and
with markets in Western Europe, particularly Austria
and Germany. Bokan was killed in Athens in October
2000, allegedly because he had threatened to reveal the
links between Miloševiæ’s inner circle and cigarette
smuggling. Greek investigators and Interpol claim that
Bokan had nearly $50 million in his bank accounts in
Switzerland, Greece, and Italy at the time of his death.20

Bokan’s close ties with the leaders of Montenegro
and Serbia became a liability when relations between
Milo Djukanoviæ and Slobodan Miloševiæ began to de-

Map 1. The Capljina Cigarettes

Cigarettes produced in Croatian tobacco factories in Zagreb and Rovinj
were smuggled to the Herzegovinian town of Capljina and from there
transported all over the republic as products of the Tobacco Factory
Capljina. The “factory” was closed down in 2000 after an investiga-
tion by the financial police uncovered the scheme. According to the
chief inspector of the financial police, Bosnia-Herzegovina lost tens of
millions of U.S. dollars because of unpaid taxes on “Capljina ciga-
rettes.” Map reproduced with permission from the Center for the Study
of Democracy (Sofia), “Smuggling in Southeast Europe,” available at
www.csd.bg.
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teriorate. Djukanoviæ, who was a Miloševiæ protégé and
had become Montenegro’s prime minister in 1991 thanks
to Miloševiæ’s support, began to distance himself from
Miloševiæ in 1994. In 1995, he unilaterally offered
NATO the use of the Montenegrin port of Bar for peace-
keeping missions in Bosnia. The already tense relations
between Serbia and Montenegro became even worse in
1997, when Djukanoviæ was elected president, openly
running a campaign against Miloševiæ and advocating
Montenegrin independence from Serbia. His anti-
Miloševiæ  stance made Djukanoviæ  the darling of the
West, particularly the United States, where he was
praised as an exemplary market reformer and pro-de-
mocracy leader.

Djukanoviæ’s criticism of Miloševiæ and his cozy re-
lationship with the United States did not stop the ciga-
rette smuggling through Montenegro. Instead, control
of the cigarette trade gradually moved from Vladimir
Bokan to Stanko Subotiæ Cane, a Serbian native with a
Croatian passport, multiple private companies on
Cyprus, and close ties to the Serbian opposition, the
Macedonian government, and the Montenegrin leader-
ship. In 2001 the Croatian weekly Nacional revealed
that Subotiæ controlled the distribution of all major ciga-
rette brands on the territories of the former Yugoslavia.
Cigarettes were legally imported into Montenegro in
quantities far greater than its relatively small market
could have absorbed (Montenegro has 600,000 inhabit-
ants). While they had previously been flown into Tivat
and Podgorica from Antwerp and Rotterdam, cigarette
shipments were now increasingly brought by ship to
Bar. From Montenegro, the cigarettes were subsequently
sold all over the Balkans, taken further into Turkey or
even Iraq, and most frequently loaded on speedboats
bound for Italy.21

Milo Djukanoviæ now faces indictment in several
European countries, and a court in Naples has issued
orders for his arrest. The Montenegrin press speculates
that the EU and the United States have made it clear to
Djukanoviæ  that he should quietly withdraw from the
political scene because they have no desire to protect
black marketers and smugglers.22 Regardless of
Djukanoviæ’s political future, the record of arrests and
break-ups of smuggling rings in the former Yugoslavia
shows that even removing top politicians is no guaran-
tee that the illicit trade will stop. Serbian officials claim
that they have managed to curb the quantity of ciga-
rettes smuggled into Serbia from 80 percent to 20 per-
cent of total cigarette consumption since the demise of
the Miloševiæ government in 2002.23 More careful esti-
mates state that the smuggling has been reduced by only

16 percent.24 Similarly, Italian officials say that break-
ing the mafia’s connections with the Montenegrin gov-
ernment has slowed the pace of smuggling activities in
southern Italy, but has not, by any means, completely
eradicated the entrenched illicit trade.25

Unlike many problems in the former Yugoslavia,
smuggling activities were never linked to ethnic ties or
hatreds. In fact, the smuggling rings depend on coop-
eration across ethnic lines and state borders. Croats ex-
ported via the Croatian diaspora in Herzegovina into
Bosnia but also into Serbia, the mafia bosses of the
Serbian and Montenegrin smuggling rings had Croatian
passports, the Bosnian government traded control over
cigarette production for weapons regardless of their
country of origin. Similarly, cigarette smuggling was
never captive to any particular political force: It was an

Map 2. The “Sector East Scheme”

The largest cigarette smuggling scheme in Serbia, operating from 1995
to 1997, involved the “export” of cigarettes produced by the Serbian
cigarette-production giant Duvanska industrija Nis to Eastern Slavonia,
the last part of Croatia held by the Serbs (until January 1998, when it
was peacefully reintegrated into Croatia). The “exported” cigarettes
were then smuggled back into Serbia and sold on the local black mar-
ket, costing the state up to $800,000 per day in lost revenue. Map
reproduced with permission from the Center for the Study of Democ-
racy (Sofia), “Smuggling in Southeast Europe,” available at www.csd.bg.
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instrument of the repressive Miloševiæ regime, the al-
legedly democratic Croatia, Montenegro, and
Macedonia, as well as of their various internal enemies.
As in the late nineteenth century, smuggling persists
because of the conscious building and re-building of
porous borders by political elites—that is, the symbi-
otic relation between statehood and illicit trade. Rather
than being a product of war or of the subsequent anar-
chy, smuggling depends on forms of sovereign excep-
tions similar to those that sustained the peripheral areas
of the old empires or were fostered by the development
of contemporary offshore markets, a view that will be
further reinforced by placing the Balkans into a wider
network of global smuggling rings.

Global Cigarette Smuggling
The smuggling operations in the Balkans resemble ciga-
rette-smuggling schemes around the world. Recent law-
suits filed by the European Union, Canada, Ecuador,
Honduras, Belize, and Colombia against R.J. Reynolds,
Philip Morris, and British American Tobacco, as well
as investigative reports by the Center for Public Integ-
rity and the Campaign for Tobacco-Free-Kids, have
demonstrated that smuggling is most often conducted
with the knowledge and consent of major cigarette
manufacturers, if not on their direct orders.

The possible involvement of global companies in
smuggling activities came to light in the mid-1990s,
when researchers noticed a discrepancy between the
figures for global exports and imports in the cigarette
trade. As more precise numbers for cigarette exports
and imports per country became available, simple
arithmetic showed that more than one-third of the ciga-
rettes traded globally had disappeared.26 A 1997 re-
port by the European Parliament suggested that 280
billion cigarettes were smuggled globally every year,
with a loss of $16 billion in global revenue. 27 Accord-
ing to the same report, the contraband market share in
EU countries in the mid-1990s varied from 15 percent
in Austria and Spain, to 10 percent in Italy and Ger-
many, to 2–4 percent in France and Ireland. Similarly,
a 2000 World Bank report noted that cigarette exports
between 1975 and 1996 were consistently at least 1.3
times greater than imports, and that approximately 6
percent to 8.5 percent of the cigarettes consumed glo-
bally had probably been smuggled.28 Based on a vari-
ety of sources, the World Bank also provided estimates
of smuggling activities per country. According to its
figures, more than 30 percent of the cigarette trade in
Bangladesh, Cambodia, Colombia, Latvia, Lithuania,

Burma, and Pakistan was linked to smuggling.29

The World Bank report differentiated two types of
smuggling activities: bootleg and wholesale. Bootleg-
ging occurs when cigarettes are purchased in one coun-
try and resold in another without paying taxes and duties.
Wholesale smuggling refers to the sale of cigarettes
without paying taxes or duties both across borders and
within their country of origin. While bootlegging often
implies small-scale trafficking, wholesale smuggling
requires well-organized transportation and distribution
networks. Hence, researchers suggest that while price
and tax differentials may be sufficient and necessary
inducements for bootlegging, wholesale smuggling re-
quires other factors, such as corruption, public toler-
ance, established organized crime, and well-developed
sales networks. Therefore, countries with high taxes may
have relatively few smuggled cigarettes, whereas coun-
tries with much lower taxes—such as Spain, Italy, or
the Central European states—seem much more prone
to develop a black market cigarette trade.30

By 1997, the large scale of the illicit trade in ciga-
rettes, which almost always involved major international
brands, had raised suspicions that wholesale smuggling
might be connected to the world’s largest cigarette
manufacturers. The proof linking cigarette manufactur-
ers with the illicit trade came to light only in 1998, when
numerous documents related to the tobacco industry
were released in a settlement between the U.S. govern-
ment, U.S. states, and major cigarette manufacturers.
In January 2000, the Center for Public Integrity released
a report documenting the involvement of British Ameri-
can Tobacco and Philip Morris in cigarette smuggling
in Canada, Hong Kong, and Latin America. According
to the report, the companies consciously manipulated
the labels of duty-free, transit, and legally exported ciga-
rettes to reach markets without customs and local taxa-
tion.31 At about the same time, European and Latin
American governments filed lawsuits against the U.S.
tobacco manufacturers in U.S. courts alleging corpo-
rate control over illicit trade.

Subsequent research has uncovered several major
global routes for illegal cigarettes. On the Asian front,
China seems to be the main center of smuggling activi-
ties, but Malaysia, Hong Kong, and Singapore, as well
as the United Arab Emirates, Turkey, and Israel have
also been significant origination or transit points for
cigarettes destined for the European Union. In Europe
itself, cigarettes have been smuggled through the Baltics,
Central Europe, and the Balkans. In Africa, cigarettes
leave Kenya, Ghana, and South Africa by ship along
the West African coast to continental Europe and the
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United Kingdom. While some cigarettes destined for
Europe come from Central America, the United States
is the primary trans-Atlantic source.32 Finally, cigarettes
from Europe and the United States are also smuggled
into Asia, Africa, and Latin America. Cigarettes pro-
duced in the United States or in Europe are frequently
exported only to be smuggled back into their countries
of origin—this time, however, with no tax or custom
duties attached.33

For the major cigarette manufacturers, the most im-
portant benefit of smuggling is the expansion of their
market share. While high tax levels, negative publicity,
legal actions, and health warnings against the tobacco
industry in most of the developed countries could have
significantly affected cigarette consumption around the
world, smuggling has ensured that millions of smokers
still have access to relatively cheap cigarettes. Since the
only loss in these transactions is the loss of government
revenue from taxes and custom duties, the manufactur-
ers have successfully retained—and sometimes in-
creased—their share of profits.

These, at least, are the allegations by the plaintiffs in
a series of lawsuits by the governments of Canada, Co-
lombia, Honduras, Belize, and the European Union
against major U.S. cigarette manufactures and their
overseas distributors. The cases, filed in the United
States under the Racketeer Influenced and Corrupt Or-
ganizations (RICO) Act, were thrown out of court. Sid-
ing with the tobacco industry, the courts relied on the
common-revenue law (i.e., a sovereign state cannot
impose its revenue code on other sovereign states) to
dismiss the cases, claiming that U.S. courts cannot be
used to retrieve foreign taxes.

Following the terrorist attacks of September 11, 2001,
EU lawyers modified their claims and re-filed their cases
under the new Patriot Act. They argue that the Patriot
Act, with its insistence on international cooperation in
the global battle against organized crime and money
laundering, renders the common-revenue law irrelevant.
They also point out that Congress explicitly rejected a
provision, demanded by the tobacco lobby and backed
by the White House, that the Patriot Act should have no
bearing on the common-revenue law.

The new complaint, filed in 2002, emphasizes the
links between cigarette smuggling, money laundering,
and organized crime. Money earned in Europe through
cocaine or heroin trafficking was, according to the plain-
tiffs, laundered through cigarette-smuggling schemes.
In addition, the lawsuit alleges links between cigarette
manufacturers and well-known enemies of the United
States, such as Serbian strongman Slobodan Miloševiæ

and Uday Hussein, son of the deposed Iraqi leader
Saddam Hussein. The legal justification for the dismissal
of the lawsuits, the White House attempts to protect Big
Tobacco, and the ways the EU has modified its claims
all demonstrate that smuggling operations do not take
place in a political vacuum. They require the participa-
tion and tacit support of governments in the West. As
such, illicit operations call into question the way the
relationship between smuggling and security has re-
cently been conceptualized in international relations.

Sovereign Complicity
The political interventions to protect U.S. tobacco in-
terests echo Richard Sklar’s comments to the Bosnian
Presidency mentioned at the beginning of this article.
But contrary to the conventional wisdom, cigarette
smuggling is not the exclusive domain of corrupt
Bosnian politicians, a side-effect of failed or collapsed
states, or a consequence or companion of war and inter-
national sanctions. Placed in its historical and global
context, cigarette smuggling no longer seems unique to
the peculiarities of the contemporary Balkan region.
Instead, the Balkans, like Burma or the Triple Frontier
separating Argentina, Brazil, and Paraguay, have become
an attractive state-like supplement to a world-wide com-
mercial network.

This hardly fits most recent descriptions of criminal
commerce. Smuggling, trafficking, and other forms of
illicit trade are generally considered to be manifesta-
tions of state weakness or state deviance. Ignoring the
long history of contraband activities and their role in
the construction of the modern state system, Mary
Kaldor, for example, argues that illicit trade represents
the major source of financing for “new wars” over cul-
ture and identity, fought by paramilitary troops and pri-
vate armies and financed by drugs or human
trafficking.34 Basing her arguments, to a large degree,
on a close examination of the Balkan situation, and treat-
ing the recent wars in the region as the archetype of
contemporary warfare, Kaldor argues, in essence, that
new wars of this kind are the most visible symptom of
an international state system weakening in the face of
globalization.35

Historically alert but totally oblivious to global forces,
proponents of the failed-state theory also perceive the
link between violence and illicit commerce as a sign of
state weakness.36 Unlike Kaldor, however, they view
them as problems endogenous (but not exclusive) to
recently formed post-colonial or post-communist states.
Failed states, in this perspective, generally have the ex-
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ternal characteristics of statehood but fail to function
like states internally. Governments lack territorial con-
trol, cannot extract taxes or provide security or public
services to their citizens, fail to control their borders,
and are corrupt. These shortcomings create conditions
in which illegal activities can not only flourish, but also
become substitutes for normal state functions. Violence
and organized criminality, in this view, have little to do
with forces outside the failed states—they are endemic
to specific regions or states, black holes in the interna-

tional system that can only be filled by rebuilding state
institutions or establishing international protectorates.

Finally, even analyses inspired by Charles Tilly’s clas-
sic work on the rise of the modern European state, which
perceives illegality and statehood, commerce and vio-
lence as inextricably entwined, often see the current
spread of informal networks as merely a step toward
the establishment of real states.37 While Tilly himself
always emphasized that states were neither intention-
ally produced nor irreversible forms of political and
social organization, most contemporary works on in-
formal and illicit economies that follow in his footsteps
tend to raise the possibility that illicit activities will
eventually become legalized and, more importantly, le-
gitimate. The new robber barons—today’s warlords or
violent entrepreneurs—will at some point attempt to
protect their profits with laws. The new elites will be-
come interested in reinforcing state mechanisms.38 In
short, despite Tilly’s warning to the contrary, the teleol-
ogy of the state is still at work among his followers.

If, however, the assumption of state incapacity were
to be removed from studies of smuggling and illicit
trade, a completely different picture would emerge.
Namely, not only is illegality endemic to the modern
state system (thus there is little “new” about it), but so
is the alleged failure of some states—they are excep-
tions only insofar as they perpetuate the rule. Looking
at the above descriptions of smuggling networks, both
in the Balkans and world-wide, it becomes obvious that
there is one theme that links the trade along all these
routes: All cigarette smuggling schemes take advantage
of the transit rules that govern legal international trade.
Thus, a truck loaded with cigarettes that enters Germany

from Poland en route to Spain will not be obliged to
pay any custom duties or taxes in Germany. As long as
the papers clearly indicate the intended destination, the
cigarettes can easily disappear en route. Smugglers of-
ten deliberately multiply the number of transit coun-
tries and places where their load can be shifted and
changed, since that minimizes the chances of being
caught. Smuggling, therefore, flourishes on the basis of
gray areas of international sovereignty—spaces where
the laws of a state are, for one reason or another, sus-
pended. Applicable laws exist; they just are not enforced.

Conclusion
The most important aspect of the Balkans for global
cigarette smuggling is the fact that it is neither a zone
of safety nor a zone of danger. Rather, it is a transit
zone, an area where laws are temporarily and selectively
suspended to ensure proper circulation of goods through
the international state system. Modern-day smuggling,
then, re-constitutes the Balkans as a dual periphery,
much as it was in the nineteenth century, simultaneously
included and excluded from Europe, part of both the
legal global economy and its illicit counterpart. The
Balkans serve as a giant, semi-regulated (or at least
government-protected) territory where products that
would otherwise have difficulty entering European or
Western markets get recycled, laundered, or refurbished,
and then are brought (back) into the West. The Balkan
states, like the off-shore tax havens described by Ronen
Palan, act in much the same way as “parking lot propri-
etors: they could not care less about the business of their
customers, only that they pay for parking their vehicles
there.”39 They offer protection services and local hide-
outs to global corporations or organized crime networks
and help them circulate their goods without questioning
their origin or worrying about their final destination.

The question of sovereignty, of the Balkan states’
neither-here-nor-there position in Europe, affirms the
importance of questioning and challenging the wide-
spread notion of the Balkans as a political anomaly, an
area of deviant lawlessness, corruption, and crime.
Palan’s argument about tax havens seems quite perti-
nent. The commercialization of sovereignty—the sale
of sovereign space in exchange for protection, anonym-
ity, and tax evasion—is not, in his view, just a simple
response to the increased regulation and levels of taxa-
tion in advanced industrial countries. Rather, the com-
mercialization of sovereignty is a pragmatic solution to
an inherent contradiction between the state’s increas-
ing insulation in law and the internationalization of capi-

Smuggling activities were never linked to
ethnic ties or hatreds. In fact, the

smuggling rings depend on cooperation
across ethnic lines and state borders.
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tal. The key to this solution is an element of juridical
fiction rather than fact. The strategy of tax havens is
based upon the premise that legal entities can establish
a presence in their territories without actually relocat-
ing. Thus, not only are tax havens and their “prostitu-
tion of sovereign rights” endemic to the state system,
they also constitute a “virtual state system” that feeds
off the juridical and political infrastructure of the “real”
state system and enables the smooth functioning of the
global economy.

James Mittelman and Robert Johnston offer a simi-
lar analysis of the relationship between states and orga-
nized crime.40 The emerging “courtesan state,” as they
call it (the analogies to prostitution in both analyses are
quite interesting in themselves), finds itself in a subser-
vient position to the more powerful interests in the glo-
bal political economy. While offering services to its
wealthy clients, the advanced industrial countries, it
neglects to provide social services for its own poor. Or-
ganized crime steps into this void and acts as an interme-
diary between the two worlds. Therefore, organized crime
can be seen as a manifestation of a Polanyian double-
movement, the consequence of the expanding global
economy and the search for forms of social protection.

What both of these analyses share is a sense that the
clash between economic liberalization and the state’s
embeddedness in a set of laws generates its own per-
versions that, in turn, allow the global economic sys-
tem to continue to function. The best Balkan example
of such a deviant state may be Bosnia-Herzegovina,
entirely a construct of the international community and
the liberal economic order. However, while the interna-
tional community in Bosnia insists on those attributes
of statehood that enable international capital to flow
through it freely (e.g., standardization of laws with ad-
vanced industrial countries, transparency rules that al-
low global merchants to operate in Bosnia just as easily
as in, say, Singapore), local merchants continue to per-
petuate internal barriers and legal idiosyncrasies that
strengthen their own position. As a result, the state op-
erates as a no-man’s land, combining elements of le-
gality and illegality in which informal markets and
illicit trade thrive as a way to connect Bosnia to world
markets.

But there is another element of these analyses worth
mentioning. Both Palan and Mittelman emphasize the
fact that sovereign exceptions are, indeed, endogenous
to the international state system; and that lawlessness
(or the prostitution of law, in their terminology) is a
fundamental part of the modern world economy. In this
respect they come close to Giorgio Agamben’s works

on sovereignty, which also stress that it is the exception
and not the law which constitutes the essence of sover-
eign power.41 Indeed, over the past decade the media
have helped construe the Balkans into precisely such a
zone of sovereign exception, making the extant sover-
eign order possible.42 This same politics of representa-
tion has its counterpart in the actual economic flows.
The Balkans, as an alleged zone of lawlessness and cor-
ruption, may indeed be an integral part of the world
economy that sustains the functioning of the interna-
tional state system rather than eroding it.

Therefore, policy prescriptions that solely emphasize
the strengthening of local state institutions in the Balkans
as a way to eradicate contemporary illicit trade patterns
seem inadequate. Without examining global corporate
practices, states that harbor them, and their impact on
smuggling, efforts to strengthen local state institutions
may—at best—move illicit trade somewhere else and—
at worst—increase the pressures on traffickers to orga-
nize better and extract larger profit margins from smaller
volumes of trade. The opposite policy prescriptions, such
as turning the Balkans into a free-trade zone or speed-
ing up its integration into the EU, might have better
chances of success. Instead of lamenting the weaknesses
of the Balkans, it may be the time to try to capitalize on
them.
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