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Types of illicit tobacco trade

Different types of illicit tobacco trade exist. The most
important types are as follows.'

* large-scale organized smuggling of tobacco
products involves the illegal transportation,
distribution and sale of large consignments of
cigarettes and other tobacco products.

* Small-scale smuggling or ‘bootlegging’ involves
individuals or small groups purchasing tobacco
products, which exceed customs regulations,
in low tax jurisdictions for resale in high tax
jurisdictions.

* lllicit manufacturing is the manufacturing  of
goods in breach of laws, such as taxation laws
or other laws, including licensing laws, which
restrict  manufacturing  of tobacco products.
Counterfeit tobacco production is a form of
illicit manufacturing in which the manufactured
products bear a trademark without the consent of
the trademark’s owner.

Global size of the problem

Cigarettes are the most commonly smuggled
tobacco product, but smuggling occurs with all
types of tobacco. In Canada, for instance, there
were 105 seizures of Egyptian waterpipe tobacco
originating in Lebanon, the United States and Egypt
in 2005.% The Framework Convention Alliance has
estimated that illicit trade in cigarettes represented
10.7% of global sales, or 600 billion cigarettes, in
2006. Losses of revenue from illicit tobacco trade
could represent a loss to government revenue of

US$ 40-50 billion annually.®
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Impact on public health

llicit tobacco trade results in increases in
consumption and thus health problems, because
it makes tobacco available more cheaply.*
An international team of tobacco control experts,
led by Cancer Research UK’s director of tobacco
studies Professor Robert West, suggest that four
thousand deaths could be prevented in the United
Kingdom each year if smuggling was abolished. Four
times more people die from the effects of smuggled
tobacco than from all illicit drugs combined in the

United Kingdom.®

A word of caution

Estimates on illicit tobacco trade are seldom precise
and some caution is necessary. The source of the
estimate is important. The authors of the 2000 World
Bank report acknowledged that tobacco industry
experts may have an incentive to exaggerate the
smuggling problem (in order to lobby for reduced
taxation of the product) while public health
advocates may have an incentive to understate the
size of the smuggling problem.®

Studies on the illicit tobacco trade

Independent research studies on the size of the illicit
trade problem in the WHO Eastern Mediterranean
Region almost do not exist. One exception is the
study of the Tobacco Prevention and Control
Research Center in Tehran in 2005-2006 which
concluded that 44% of the cigarettes in Tehran
are illicit. The study showed that women are more
attracted to foreign and smuggled cigarettes. 72%
of the women in Tehran smoked illicit cigarettes
compared to 37% of men (Table 1).7
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Table 1. Frequency distribution of legal and illegal
cigarette smoking in Tehran, 2005-2006

Users Types of brand
Legal lllegal Total
Ml 1098 646 1744
e 63% 37% 100%
ol 126 332 458
emale 27.5% 72.5% 100%
ol 1224 978 2202
ol 55.6% 44.4% 100%

Source: Tobacco Prevention and Control Research Center, Tehran

Illicit tobacco trade estimates

An overview of estimates on the illicit tobacco trade
in the Region can be summarized as follows:

* Industry estimates of illicit cigarette trade in Egypt
are low.®

* According to Pakistan customs, the illegal tobacco
trade, mostly illicit manufacturing, represented
17% of cigarette sales in Pakistan in 2005.7

* According to Tunisian customs authorities, illicit
cigarette trade is estimated at 10% of legal sales
in Tunisia.™

* Industry estimates put the size of the black market
at about 10%-12% in Jordan, mainly from cross-
border smuggling.'"

* Tobacco trade specialists estimated the illicit
cigarette market in Morocco at 22% in 2006."
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Smuggling is a serious problem in Islamic Republic
of lran, Irag, lebanon and the Syrian Arab
Republic. After the Gulf War in 1991, shortfalls in
Iraqi cigarette production were made up by illegal
imports. In 2000 something like 10.9 billion sticks
are reported to have been imported illegally.'?
Trade sources indicate that the size of the illegal
market in those four countries still remains important.
The illicit cigarette market varied between 10% and
35% in recent years and has been influenced by the
conflicts in the regions, trade sanctions and border
controls.”’ The tobacco trade journal Tobacco
Journal International estimates that over a quarter of
total cigarette consumption in the Islamic Republic
of Iran is illicit.’®

Industry complicity in smuggling

Industry  complicity in large-scale organized
smuggling has been well documented in the
Region. A 2003 report by the WHO Regional
Office indicated that:

Inthe Middle East, the two main target markets
for international tobacco companies are the
Islamic Republic of Iran and Iraq. Both the
Islamic Republic of Iran and Iraq represent
huge possibilities for international cigarette
companies. Indeed, tobacco trade journals,
internal tobacco industry documents and
documents filed in legal actions make the
importance placed on both countries by the
entire tobacco industry very clear.’

Recent court documents in the United Kingdom
described very worrying practices of transnational
tobacco companies, such as the dumping of
deteriorated cigarettes on the illicit market
in lraq in the beginning of the decade.'
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(Cigarette) goods coded J or before were not
suitable for sale in the Iranian market due to
‘some deterioration’ of the product but were
suitable for sale in non core markets.

And that,

...non-core market meant a market, which
was not of strategic importance to Gallaher,
including Iraq as well as certain African
countries (excluding Nigeria).'?

Internal tobacco industry documents describe in
great detail the monitoring of smuggling operations
and the illegal character of the transit (smuggling)
trade in Lebanon and the Syrian Arab Republic.
Nakkash and Llee provided recently a historic
overview of the activities of Transnational Tobacco
Companies in Lebanon and the Middle East and
both authors concluded:

Evidence of the complicity of TTCs in
cigarette smuggling extends to Lebanon
and the Middle East where this trade has
especially benefited from weak governance
and chronic political instability.'®

Way forward

Experience in European countries over the last 10
years has shown that large-scale cigarette smuggling
can be tackled and suggests that the key to tackling
cigarette smuggling is fo cut off supply to the illicit
market.'® Controlling the supply chain should be
one of the key inferventions to curb international
illicit trade in tobacco.

An Intergovernmental Negotiating Body (INB) was
established by the Conference of Parties to the
WHO Framework Convention on Tobacco Control
(FCTC) during its second session held in September
2007."
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The Chairperson of the INB produced a draft text
for a protocol on illicit trade in tobacco products

for consideration by the INB at its third session
(Document FCTC/COP/INB-IT/33/).'8

The Chairperson’s text was welcomed by
nongovernmental organizations, such as the
Framework Convention Alliance, which considers
that the Chairperson’s text contains most of the key
elements of an effective protocol to combat illicit
trade in tobacco products.!?

The text of the protocol was agreed upon during
the third and fourth sessions of the INB (INB 3 and
INB 4) held in Geneva during July 2009 and March
2010. The text as it stood by the end of INB 4 will
be presented to the fourth session of Conference of
Parties to the WHO FCTC in November 2010.2°

Enforceable international, regional and national
measures to curb illicit trade should facilitate
investigations info smuggling operations and
make the industry liable for controlling the supply
chain. They should introduce measures including,
inter alia: licensing all participants in the tobacco
business; tracking and tracing systems from the
points of manufacture to all points of sale, which
would help identify the point of diversion from the
legal to the illicit market; traceable methods of
payment; strict scrutiny procedures in the selection
of contractors during the supply process, ensuring
for example that they are all genuine companies
with real addresses, employees, and do not have
any criminal record; and imposing serious financial
penalties for infringements. The global scope and
multifaceted nature of the illicit tobacco trade
requires a coordinated infernational response
backed by a robust international treaty, strong
political commitment and effective enforcement of
legislation.
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