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ILLICIT TRADE IN TOBACCO PRODUCTS  
Drivers, illegal profits and negative consequences 

Revenue 
evasion 

•Tobacco products are highly taxed goods  

•In EU excise taxes excl. VAT vary from 54,67% (HU) to 
67,44% (UK) of retail price. 

•„high profit, low risk activity”. 

•Global illicit trade in tobacco is estimated for 9,5% to 
12% or 570-680 billion cigarettes that generates 
revenue losses at US$39 to $50 billion.  

•EU estimates more than €10 billion losses of revenue 
annually 

Public health 

•Protection of society from threats to its public health.  

•WHO claims that raising taxes is the most effective 
policy to reduce tobacco use and save lives and 
recommends to keep taxes above 75% of retail price 

Public safety 

•Destroys local licit market and fair competition by 
deterring the economic competitiveness of legitimate 
trader 

•Feeds terrorism and international and local crime 
including money laundering, bribery, fraud 

Criminal organisations’ profits  

gain from:  

•Illegal domestic or cross-border trading 
including:  

•Legitimate goods through illicit 
channels (diverting),  

•Illicit goods including counterfeited 
through illicit channels and 
penetrated licit channels. 

•Illegal drawback (as result of 
fictitious/ghost export, also related to 
VAT carrousel fraud).  

• Smokers’ desire for cheaper and 
different cigarettes 

Demand 
side 

•Organized crime’ willingness to gain profit 
from high tax evading and price differences  

•Illegal and legal manufactures desire to 
increase sales and market share, including 
penetration into new territories, not 
necessary in legal way.  

Supply 
side 

Drivers Illegal Profits Negative consequences 



ILLICIT TRADE IN TOBACCO PRODUCTS 
Definition of Customs Offences and Frauds under International 
Customs Law 
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Kyoto Convention 1999 

•Annex H. defines “Customs offence” as any breach or attempted 
breach of “Customs law”: understood as the statutory and 
regulatory provisions relating to the importation, exportation, 
movement or storage of goods, the administration and 
enforcement of which are specifically charged to the Customs, and 
any regulations made by the Customs under their statutory 
powers. 

•Very general,  

•Its application in practice depends on the national legislation, 
which has to define Customs offences and specify the conditions 
under which they may be investigated, established and, where 
appropriate, dealt with by administrative settlement (Standard 
Rule 2 of the Kyoto Convention Annex H). 

Nairobi Convention 1977 

•The Customs offence in the exact same way as in the Kyoto 
Convention, while the definition of “Customs law” is formulated as 
all the statutory or regulatory provisions enforced or administered 
by the Customs administrations concerning the importation, 
exportation or transit of goods. 

•Additionally, two subcategories of customs offences were 
distinguished:  

“Customs fraud”: Customs offence by which a person deceives 
the Customs and thus evades, wholly or partly, the payment of 
import or export duties and taxes or the application of 
prohibitions or restrictions laid down by Customs law or obtains 
any advantage contrary to Customs law. 

“Smuggling”: Customs fraud consisting in the movement of goods 
across a Customs frontier in any clandestine manner.  



ILLICIT TRADE IN TOBACCO PRODUCTS 
Observed forms of illicit trade in tobacco products 
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Form of illicit trade  

  

Country of offences Good used Destination  

Country of 

production 

Cross- 

Border 

Transit or 

importing 

country 

Legally 

produced 

Illegally produced Legal 

supply 

chain 

Black 

market New brand Counterfeit 

Under-declaration         

Mis-declaration          

Under/Mis-declaration on border      

Diverting        

Redirecting      

Illicit manufacturing          

Counterfeiting          

Smuggling     

Bootlegging       

Fictitious/Ghost export       

Round tripping         

Transit fraud       

Illicit white          

Based on (Eurogroup Consulting and Sovereign Border Solutions, 2015)  Figure.13 



ILLICIT TRADE IN TOBACCO PRODUCTS 
Relations of illicit trade schemes to supply chain  
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Supply chain is the set of physical and business entities, 
resources and processes and linkage amongst them, 
involved in life cycle of a specific product, starting from 
delivery of source materials to eventually getting the 
product by customer.  

Tobacco licit supply chain is mirrored by the illicit supply 
chain (black market).   

Illicit trade schemes (like under/mis-declaration of 
production for smuggling) can originate at each point in 
the tobacco supply chain.  

Licit product once diverted to illegal chain can be 
redirected back to legal supply chain 

PRODUCTION 

IMPORT EXPORT 

CONSUMER WHOLESALE RETAIL DISTRIBUTION 
TOBACCO 

GROWING 

WAREHOUSING BROKERING 

Border 

LEGAL SUPPLY CHAIN 

LEGAL   DISTRIBUTION  
CHAIN 

PRODUCTION 

IMPORT EXPORT 

CUSTOMER WHOLESALE RETAIL DISTRIBUTION 
TOBACCO 

GROWING 

WAREHOUSING BROKERING 

Border 

ILEGAL SUPPLY CHAIN 
BLACK MARKET 

ILLEGAL 
DISTRIBUTION 

 CHAIN 

Under/Mis-

declaration 

Diverting  

Illicit manufacturing  

Smuggling 

Counterfeiting  

Bootlegging 

Illicit white  Transit fraud 

Round 

tripping 

Import Under/Mis-

declaration on border  
Under/Mis-declared legally produced  

Diverting  Diverting  Diverting  Diverting  

Smuggling 

Under/Mis-

declaration 

Under/Mis-

declaration 
Under/Mis-

declaration 

Fictitious/Ghost 

export 

Redirecting  Redirecting  Redirecting  

Illicit/counterfeited 
sold as “legitimate” 

Export Under/Mis-

declaration on border  

Illegally produced/counterfeited 

Legally produced and traded 

Not only the legitimate products are diverted from legal 
into illicit supply chain.  

Today illegal products are often mixed with legitimate 
products in legal supply chain,  



ILLICIT TRADE IN TOBACCO PRODUCTS 
Variability of illicit trade – Trends observed in Poland* 

1. Decline in seizing of smuggled cigarettes  Data  shows 
declining trend of seized cigarettes since 2009. It’s 
explained as a success of the Polish Customs Service 
strategy, undertaken after EU accession, that focused on 
fighting smuggled cigarettes and made smuggling more 
difficult and risky  

2. Increase of inland illegal production using dried 
tobacco 2009-15 data confirm highly increasing trend of 
seized tobacco that is inverse to declining trend for 
cigarettes.  This substitution of decreasing volume of 
smuggled cigarettes by mainly domestic production from 
illegal raw tobacco, was caused also by market 
deregulation and loopholes in tax regulation.  
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2009 2010 2011 2012 2013 2014 2015 

Millions cigarrettes 783 744 690 599 502 540 633 

Tons of tobacco 43 162 240 326 601 430 1291 
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3. „Less but more often”  More incidents are observed but 
with less volume, that is believed to be caused to decrease 
risk of loss profit by illicit trade organizers. 

4. New brands (mainly “illicit white”) displace legal 
brands in illicit trade Not Marlboro (with 6% share 
in 2015) nor any other well-known brand  but a 
newly created brand, like FEST (17%), NZ (10%), 
MINSK (8%) that are produced legally in Belarus and 
are illegally sold in Poland (illicit white), were 
dominant seized illicit brands in Poland in 2015 

Illicit tobacco trade  is variable in its forms and its nature is dynamic. 

Top 2015 seized brands above 20 millions cigarettes in Poland  Number of cigarettes seizures vs average volume 2008-15, Poland  Volume of cigarettes and dried tobacco seizures 2009-15, Poland  

*  The top seizure WCO  reporting country in the world in 2014 

Illicit white 

 Source  of data: Polish Customs Services (March 2016)   



SECURING SUPPLY CHAIN BY TRACK AND TRACE SYSTEMS 
Track and trace systems description  

Components of traceability system: 

1. Item Identification, creating unique identifier 
for each product item that is subject of tracking 
and tracing. The unique identifier has to be 
inextricably linked to product itself. Features of 
identifier shall assure identification of the product 
item along supply chain 

2. Data Capture and Storage, 

3. Data Sharing / Exchange. 
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Tracking is the concept of marking 
products with a unique identifier so 
they can be monitored from the point 
of production up to the point of sale to 
the customer, including each step of 
the process, creating a time and 
location history for every step 

Tracing is the ability to identify 
the past or current location of an 
item. Where an item is 
intercepted, tracing allows to 
verify the products route back to 
its origin, and allows to retrieve a 
specific product’s time and 
location history.  

 Source : Analysis and Feasibility Assessment Regarding EU systems for Tracking and Tracing of Tobacco Products and for Security Features,  
 Eurogroup Consulting and Sovereign Border Solutions,  March 2015 ,  No EAHC/2013/Health/11 2013/S 068-112544  

Immanent part of track and trace is security.  
Security features are needed to ensure that: 
1. The right product is monitored  
2. its identifier remains unchanged and 

non-manipulated during the movement of 
a product along whole supply chain. 

3. To  recognize if product is genuine 
 

Purpose  of traceability system: 

1. Changing and evolving illicit trade requires 
new methods to secure legal supply chain 
and effectively fight illicit trade.  

2. In that context, new technologies, like 
tracking and tracing systems, should be 
viewed as tools to enhance enforcement and 
reduce the size of the illicit market.  
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INTERNATIONAL REGULATIONS OF TRACK AND TRACE  
IN TOBACCO GOODS 
 

The Protocol to Eliminate Illicit Trade  
in Tobacco Products (FCTC ITP)  

International treaty with the objective of eliminating all forms of illicit 
trade in tobacco products including smuggling, illicit manufacturing and 
counterfeiting through a package of measures to be taken by countries 
acting in cooperation with each other. 

Based on Article 15 of the WHO Framework Convection on Tobacco Control 
FCTC                                                                                                                                            
Adopted by consensus of 160 parties on 12 November 2012 at the 
Conference of the Parties to the WHO FCTC at Seoul, Republic of Korea                                                                                                                                            
Will enter into force on the 90th day following the deposit of the 40th 
instrument of ratification                                                                                               
Already signed by 54 Signatories including EU and ratified by 20 Parties 
including EU  (still requires 20 Parties to enter into force). 

Introduces set of measures including tracking and tracing  to 
eliminate different forms of illicit trade, among which the aim to 
secure the supply chain of tobacco products is recognized as a 
core of the Protocol 

European Tobacco Products Directive                      
(EU TPD) 

The EU Tobacco Products Directive (2014/40/EU) of 3 April 2014  with the aim to 
improve the functioning of the internal market for tobacco and related products, 
while ensuring a high level of health protection for European citizens and to 
meet the obligations of the Union under the WHO Framework Convention for 
Tobacco Control (The European Parliament and The Council of The European 
Union, 2014) 

Already entered into force on 19 May 2014 (with grace period for certain 
activities, like in case of Track & Trace till 20 May 2019 

The Directive foresees tracking and tracing system together with 
security features as an effective measure to: 

Combat illicit tobacco 
products including illegally 
placed on the market and 

imported,    

Ensure tobacco products’ 
compliance with this 

Directive can be monitored 
and better enforced, 

Facilitate the verification of 
whether or not tobacco 
products are authentic. 

9 

http://ec.europa.eu/health/tobacco/docs/dir_201440_en.pdf


INTERNATIONAL REGULATIONS OF TRACK AND TRACE  
IN TOBACCO GOODS 
 

The Protocol to Eliminate Illicit Trade                           
in Tobacco Products (FCTC ITP)  

In view of the Protocol the considered term “supply chain” covers 
manufacture and import or export of tobacco products and also 
manufacturing equipment 

European Tobacco Products Directive  
(EU TPD) 
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According to Art.15.2.(i), T&T covers supply chain “from manufacturing 
to the first retail outlet, including all warehouses” 

PRODUCTION 

IMPORT EXPORT 

CONSUMER WHOLESALE RETAIL DISTRIBUTION 
TOBACCO 

GROWING 

WAREHOUSING BROKERING 

Border 

OBLIGATORY SCOPE  EXTENSION  



COMPARISON OF ENFORCEMENT AGENCIES’ CAPABILITY BUILDING 
FEATURES IN EU TPD AND FCTC PROTOCOL  

Characteristic EU TPD  FCTC Protocol Comments/Benefits for Law Enforcement Agencies 

Geographical scope  Tobacco products:  

- Manufactured in EU. 

- Manufactured outside 

EU if destined or placed 

on the EU market . 

- Tobacco products manufactured in 

or imported into the Party’s 

territory.  

- Tobacco manufacturing equipment  

FCTC due to its global nature has wider geo scope.  

EU Countries shall consider applying FCTC Protocol to 

strengthen controlling capabilities also outside EU (access to 

production, export and trade data, offences, international 

cooperation, controlling tobacco equipment) Non-EU 

countries shall consider to apply EU TPD if want to enable 

export to EU. 

Product coverage  All unit packets of tobacco 

products (cigarettes and roll-

your-own tobacco from 20 May 

2019, other from 20 May 2024).   

All unit packets and packages and any 

outside packaging of cigarettes within a 

period of five years and other tobacco 

products within a period of ten years of 

entry into force of the Protocol 

EU countries shall apply option of EU TPD Art.15.5 allowing 

for marking and recording of aggregated packaging such as 

cartons, master cases or pallets. It will significantly extend 

the controlling capabilities of Enforcement Agencies, that 

will be able to control and monitor movements of goods 

without the need to open outside packaging.   

Non-EU countries exporting to EU shall stick to the closer 

deadlines defined in EU TPD.  

Supply chain 

coverage   

All economic operators, from 

the manufacturer to the last 

economic operator before the 

first retail outlet 

- Manufacture and import or export;  

- May be extended to retailing, 

growing of tobacco, transporting 

commercial quantities, 

wholesaling, brokering, 

warehousing or distribution 

Enforcement Agencies will achieve greatest benefits from 

covering whole supply chain.  

In ideal situation retail shall also be covered by track and 

trace system, which will cause all products in legal point of 

sales to be automatically controlled and their purchase to 

be automatically reported. That will lead to securing legal 

supply chain by eliminating sale of illegal (fake, untaxed) 

products from legal market.  
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COMPARISON OF ENFORCEMENT AGENCIES’ CAPABILITY BUILDING 
FEATURES IN EU TPD AND FCTC PROTOCOL  

Characteristic EU TPD  FCTC Protocol Comments/Benefits for Law Enforcement  

Information 

scope  

Within Unique Identifier: 

(a) the date and place of manufacturing; 

(b) the manufacturing facility; 

(c) the machine used to manufacture the tobacco 

products; 

(d) the production shifts or time of manufacture; 

(e) the product description; 

(f) the intended market of retail sale; 

(g) the intended shipment route; 

(h) where applicable, the importer into the Union;  

Available by electronic link:   

  

  

(i) the actual shipment  

route from manufacturing to the first retail outlet, 

including all warehouses used as well as the 

shipment date, shipment destination, point of 

departure and consignee; 

(j) the identity of all purchasers from manufacturing 

to the first retail outlet; and 

  

   

(k) the invoice, order number and payment records 

of all purchasers from manufacturing to the first 

retail outlet. 

In addition: 

All engaged natural and legal persons maintain 

complete and accurate records of transactions.  

Within Unique Identification Markings: 

(a) Date and location of manufacture;  

(b) Manufacturing facility;  

  

  

  

(g) Product description;  

(f) The intended market of retail sale;  

  

  

Available by electronic link:   

(c) Machine used to manufacture tobacco products;  

(d) Production shift or time of manufacture;  

 (h) Any warehousing and shipping;  

  

  

  

 (i) The identity of any known subsequent purchaser; and  

 (j) The intended shipment route, the shipment date, 

shipment destination, point of departure and consignee  

e) The name, invoice, order number and payment records 

of the first customer who is not affiliated with the 

manufacturer; 

All natural and legal persons engaged in the supply chain 

of, tobacco products and manufacturing equipment 

maintain complete and accurate records of all 

transactions. 

The scope of information is similar except for 

the invoice, order number and payment records 

of non-first purchaser, that are not required by 

FCTC ITP to be determined by Identifier.  

  

The difference is in scope of information directly 

included in the Identifier affixed to the unit pack 

of product and remaining part of information 

available by electronic link to the identifier.  

  

The Unique Identifier required by EU TPD 

includes more information than FCTC ITP 

Unique Identification Markings.  

  

The addition of intended shipment route to the 

identifier can be especially beneficial to the 

Enforcement Agencies. This can help detect 

illegal transport of goods with intention to sell 

them in transit country, even if declared country 

of final destination is ok.  
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COMPARISON OF ENFORCEMENT AGENCIES’ CAPABILITY BUILDING 
FEATURES IN EU TPD AND FCTC PROTOCOL  

Characteristic EU TPD  FCTC Protocol Comments/Benefits for Law Enforcement 

Agencies 

Security 

features  

- Additional to identifier. 

- on all unit packets. 

  

  

- tamper proof,  

- composed of visible and invisible 

elements 

- irremovably printed or affixed,  

  

- indelible and not hidden or interrupted 

in any form 

  

- adaptable to scientific, market and 

technical developments. 

- Only secure identifier  

- on all unit packets and packages and any 

outside packaging,  

  

  

  

- non-removable 

- affixed to or form part of the packet 

  

  

  

  

  

Directive defines the security features 

more precisely than Protocol. Directive 

explicitly requires overt and covert 

security features. Visible features can be 

used by customer and economic 

operators to validate authenticity of the 

products. Covert (invisible) can be 

exclusively reserved for Enforcement 

Agencies to increase controlling 

capabilities (covert code with special 

controlling info readable only by 

enforcement officers) and as forensic 

security features to prove in court.  

 

Advantages of FCTC solution are that the 

identifier itself is secured (protecting 

against manipulation and copying to 

legitimated fake product) and that secure 

ID is also printed on outside packaging.  
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TRACK AND TRACE SYSTEMS IN FIGHTING ILLICIT TRADE AND 
ENHANCING CUSTOMS DUTIES AND TAX COLLECTIONS 
 

Tracking and tracing systems can help government both in combating illicit trade and in enhancing collection of customs duties and taxes.* 
Implementation of tracking and tracing with security features can enhance Customs (and tax enforcement) capabilities in the following 
areas: 

 
 

1.Elimination of under 
and mis-declaration of 
production volumes.  

Protecting tax income 
after increasing excise 

taxes or duties or 
implementing more 

restricted policy.  

Detecting diversion of 
goods including re-

entering of exported 
goods and round-

tripping. 

Detecting carrousel 
frauds and ghost 

exports.  

Validate legitimate 
tobacco consignments 

at frontier. 

SECURE TAX AND 
CUSTOMS DUTIES  

COLLECTION 

STRENGHTEN FAIR 
COMPETITION AND 

LEGAL COMPETITION 
OF  AOEs  

Strengthen controls 
related to tobacco 

movements under duty 
suspension.  

Reconciliation against 
excise declaration and 

volume reconciliations. 

Support customs risk 
analysis.  

Support revenue 
forecasting and 

planning. 

Integration with 
Customs and Excise 

Systems to provide real 
time data.  

14 *Source: (Chaloupka, Edwards, Ross & el., 2015) 



SECURING SUPPLY CHAIN 
Diversity Points’ Detection 

Figure: Track and trace capabilities to detects diversion 

There are two main directions of diverting tobacco 
products to allow achieving profits form illicit trade mainly 
through the evasion of taxes and duties: 

• 1.Diverting licit products from the supply chain in the legal market into 
the black market before all the appropriate excise taxes and fees are 
collected; 

• 2.Diverting illicit products from the supply chain in the black market 
into the legal market omitting all or part of the appropriate excise taxes 
and fees.  The typical example is selling counterfeited products into the 
legal market.  
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Combating illicit trade with  Track and 

Trace system 

TRACK &TRACE 
SYSTEM 

Tracking and tracing systems can help Customs to detect 
diversion points in both situations: 

1. From the legal supply chain to black market: 

a. Over-declared or Fictitious/Ghost export and re-entry including round-
tripping; 

b. Under-declared production to feed black market; 

c. Mis-declared production to feed black market; 

d.“Cheap whites” - legally produced in one country but feeding black 
market in another.  

2. From the black market to legal supply chain: 

a. Sale of counterfeited/contraband products as “legitimate”; 

b. Re-entry of illicit products into legal supply chain 



SECURING TAX COLLECTION  
Elimination of under and mis-declaration.  

Figure: Significant increase in tax collection after introducing of track and trace in Turkey in 2009 

“Under-declaration” means declaration of lowered volume of goods, usually 
with goal to evade taxes and duties.  

“Mis-declaration” is declaration of goods as other goods, or in different tax or 
duty category to pay less taxes.  

 

 

 

 

 

 

 

 

T&T with automatic production monitoring can provide information in real-
time (like real production volume, identifiers and descriptions of each product, 
intended market and shipment route, importer), that should enable Customs 
to:  

1. Eliminate under-declaration (as real volume of production is 
automatically controlled and known), 

2. Eliminate mis-declaration (by having access to description of each 
product, automatic production control systems are capable to recognize 
appropriate type of a product. In some cases, like in Brazil, products are 
photographed to prove proper recognition of type.)    
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TAX COLLECTION 

 Bn local currency 

8.85 

11.64 
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Without Tracking &Tracing With Tracking &Tracing System 

Business cases demonstrate that introduction of track and trace system may help increase tax collection in first year after introduction.  In 
presented case of Turkey, excise tax  collection from tobacco goods increased by 31,5% in first year after introduction of T&T. 

Initial benefit of T&T 

•Track&Trace  can assist Customs in eliminating both under-declaration and 
mis-declaration.  

•This is usually observed just in first period after introduction of the system 
Capture of under-declared and mis-declared market leads to proportional 
increase in tax collection.  

Source: (Ross, 2015) following Turkish Ministry of Finance  



SECURING TAX COLLECTION after Increasing Excise Taxes or 
Customs Duties and Against Forestalling 

Figure: Brazil case: increase of tax collection after 30% tax rate increasing 

Challenge of Customs and Tax Administration is to secure the 
tax revenue after tax policy is changed and related taxes or 
duty levels increased.  
 
Track & Trace  can help Customs and Tax Authorities to collect 
appropriate level of taxes by eliminating under- declaration 
after tax hike is implemented 
 
T&T can also be a sufficient measure to control and eventually 
restrict forestalling (creating large overstock released for 
market prior to tax increase that reduces tax and revenue 
collection).   
 
Having real-time data about volume of production and trade, 
government can control whether such a large overstock was 
really manufactured before the higher tax become obligatory, 
or whether it is a false declaration to avoid taxes 
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Example of Brazil, where after T&T implementation in 2008, government significantly 
increased the tax rate by +30% that caused 5% decline in market volume while tax collection 
increased by 6%.  Similarly, after changing tax structure and adding to ad valorem also specific 
tax in 2012, despite 23,9% drop of sales, tax collection increased 15,9% in 2013 

Based on: (Framework Convention Alliance, 2014),  Brazilian Government–Receita Federal 

http://www.receita.fazenda.gov.br 

http://www.receita.fazenda.gov.br/


Integration with Customs and Excise Systems and support of 
carrousel fraud identification  

Figure: T&T as a tool to confirm physical export and import of goods  

 
Track & Trace   and  Customs and Excise Systems 
integration allows for export control and can help fight 
carousel fraud.  

 

• Customs and Excise Systems (like EMCS in EU) are 
documentary (practically declarative) processes,  

• T&T offer the means for physical control of the 
products in circulation and in that way can 
enhance excise systems capabilities.  

 

 T&T combined with Customs and Excise Systems 
provide and connect the unique ID of each product to 
its related Export Accompanying Document (EAD, e-
AAD),  linking E-AAD to physically identified shipment.   
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Integration with Online Invoicing and Cash Register Reporting  
Systems to secure licit supply chain 

Figure: Integration  of T&T, Online Invoicing and Online Cash Register Systems to secure supply chain.  

 
Track &Trace integrated with National Invoicing System 
and Online Cash  Registers Reporting System 
strengthens security  and integrity of whole Licit Supply 
Chain, allowing for: 

- Real time confirmation of all real transactions.  

- Verification of invoices: Strengthening of declarative  
invoicing system by strong verification and 
confirmation mechanism of real goods movements.  

- Detection and elimination of illicit products from 
legal supply  chain. 

- Full visibility of legal trade. 

- Enhanced  control of production and trade from 
manufacturer to consumer not only on volume level 
but on product  unit level.  

- Collection of appropriate taxes.  
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CONCLUSIONS 

Evolving illicit tobacco trade , penetrating not only black but also licit market, requires Customs to introduce new methods and 
technology to secure legal supply chain. Control of the whole legal supply chain, from manufacture to final point of sales, is 

crucial for combatting illicit trade.  

EU, WCO and WHO foresee Tracking &Tracing  as an effective measure to combat illicit trade in tobacco, including smuggling, 
illicit manufacturing and counterfeiting, to enhance enforcement, reduce the size of the illicit market  and enhance revenue 

collection.  

Business cases demonstrate that T&T may help to significantly increase tax collection in first year after introduction (Turkey 
observed 31,5% increase of tobacco excise tax collection). Example of Brazil, show that T&T implementation, can help 

government to secure tax revenue even after significantly increased tax rate by +30% that caused 5% decline in market volume 
while tax collection increased by 6% and by 17% in next year.  

T&T will become obligatory in EU since 2019 due to EU Tobacco Product Directive art. 15 and 16 and are considered to be 
implemented globally based on FCTC ITP art 8.  Regulations require marking of each pack of cigarettes and outside packaging by 

unique ID with set of information and security features to allow monitoring of products along supply chain.  
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CONCLUSIONS 

Tracking & Tracing  with security features can enhance Customs Services capabilities to:  

• secure revenue collection including minimization of excise tax and customs duties avoidance and evasion,  

• assess production volumes and accurately estimate manufacturers’ tax liabilities, independent of claims 
filed by tobacco manufacturers 

• eliminate of under/mis-declaration of production and forestalling, 

• detect diversity points and illegal products, 

• improve speed and quality of work on the border and inland,  

• provide online real-time information about movement of licit tobacco products along supply chain,  

• enable better visibility of trends and relations of illicit trade schemes to supply chain,  

• validate authenticity of product,  

• reinforce enforcement and declarative reporting systems to e.g. investigate carrousel frauds.    
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To make T&T an effective tool to fight illicit trade it has to be widespread globally, and broad 
international cooperation and information exchange shall be enabled.  



11.02.2016 imię i nazwisko autora prezentacji, stanowisko 
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Thank you for your attention.  
 
Please do not hesitate to ask 
questions or contact us.  
 
We will be happy to respond. 
 

Extending Customs Services Capabilities  
in Fighting Illicit Trade by Tracking and Tracing  
of Tobacco Products  
Legal Aspects and Practical Results 
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