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Illicit trade – state of play
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550 billion

Roughly one in ten cigarettes smoked illegal

12% predicted growth rate 
2010-2015, almost double the 
growth rate of the legitimate market 
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Europe

“The economic impact of cigarette smuggling 
is significant: it represents a substantial loss 
to national and EU budgets, estimated at 
around 10 billion euros per year”

Europol’s Organized Crime Threat Assessment 
Report , 2011

The United States

“Nationally it’s estimated $5 billion in tax 
revenue annually is lost on the black market”

The Alcohol and Tobacco Diversion Division for 
ATF, 2010

Global tax losses

40-50bn US Dollars
2010 Global tax loss estimate, Euromonitor International
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The fundamental driver behind illicit trade
Profit

Loose packs of cigarettes being smuggled in a vehicle
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Supply side: 
EU market
High taxation creates the opportunity for 
high profits, with excise evasion. 

Demand side:
High taxes decrease the affordability of 
tobacco products – thus increasing the 
attractiveness of smuggled illicit product

Hamburg Institute of International Economics 2010:

-Cigarettes can be bought in Russia and sold for 
tenfold the price in Germany. 

-40 foot container with 10 million taxed Illicit White 
cigarettes can be bought for 100,000 Euro, and sold for 
a million Euro in another jurisdiction after a few hours’
drive.  

Institute for Security and Development Policy 2012: 

-A 1000 percent profit was made by legally acquiring 
tobacco products in third countries (most often in 
Russia) and selling them illegally on the black market 
of EU member states.
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The fundamental drivers behind illicit trade
Profit motive’s
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Examples of the major global illicit tobacco flows



Illicit trade – emerging threats
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Contraband versus illicit whites
A Growing Global Threat
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* Based on reported seizures of genuine JTI product 2009 to 2011

.The seizure of Brands manufactured legitimately 
in one country but smuggled into another 
country to provide consumers with cheaper 
products, also without duties being paid,                    
is increasing.

Examples of seized cigarettes

The seizure of genuine JTI products diverted 
from the legitimate  supply chain and sold in a 
country other than the intended market of 
retail sale, without domestic duty paid in that 
country, is declining.
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Growing consumption of Illicit Whites also a threat in the EU
KPMG  Project Star results 2011 
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Note: This analysis covers Illicit White brands with an inflow greater than 200 million sticks in 2011 as well as Unspecified brands.

Chart source: * KPMG analysis based on Empty Pack Surveys, legal domestic sales and non-domestic (legal) research 

Consumption of Illicit White brands  within Contraband & Counterfeit (2006 - 2011*)
The problem has grown from almost nothing to 24% over 5 years



Illicit trade – possible 
solutions
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Anti Illicit Trade Protocol
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WHO Framework Convention on Tobacco 
Control

JTI supports the Protocol and believes that it will be an 
important tool in combating the illicit trade as long as it 
applies to  “ALL” manufacturers 

JTI supports a practical and workable AIT Protocol 

Note: a) WHO Framework Convention on Tobacco Control in force since 2005
b) Protocol to eliminate illicit trade in tobacco products under negotiation since 2008, expected adoption Q4 2012
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Strengthening our compliance processes and governance

Enhancing controls over our distribution channels

Developing and implementing state-of-the-art technical solutions

Raising public awareness of the threat to Governments, Business, Society, and 
Individuals 

Collaborating with governments and supporting Law Enforcement agencies

Cooperating with all stakeholders in the legitimate industry

Taking Legal action to stop counterfeiting of JTI products 
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Tackling illicit trade   
What is JTI doing – key strategies 
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Strengthening enforcement  

Tougher sentencing 

Increasing penalties

Raising consumer awareness 

Working  together with neighbors outside the EU

Destruction of all seized products
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Tackling illicit trade   

Ireland:  On 15 May 2012, a Limerick Circuit Court Judge imposed a two year 
prison sentence on a repeat offender for storing & selling tobacco products, to 
which tax stamps had not been affixed. 

Measures to Consider
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Governments' must lead the fight  
JTI will cooperate & support



Enterprising
Open
Challenging


