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Transcrime is the Research Centre on Transnational Crime of Università Cattolica del Sacro 
Cuore of Milan. The Centre, directed by Ernesto U. Savona, Professor of Criminology at 
Università Cattolica, represents the multiannual union between experience and innovation in 
the field of criminological research. 

The vision of the Centre is to increase knowledge in the criminological field and in the 
prevention of crimes, developing innovative ideas and cutting-edge techniques. Transcrime 
combines its experience in applied research with the consolidated scientific tradition of 
Università Cattolica del Sacro Cuore in Milan, mixing a practice-oriented approach with a 
profound understanding of criminal phenomena. Through this experience, it developed a solid 
network of relationships in the academic field, institutions, international organisations and 
businesses. 

The Centre also plays an important role in the support and development of educational activities 
at Università Cattolica del Sacro Cuore of Milan. Its principal aim is to achieve close integration 
between scientific innovation and academic education. In particular, since the academic 
year 2005/06, Transcrime has managed a MA programme dedicated to crime and security 
(until academic year 2012/13 the curriculum Crime&Tech: Crime Sciences and Technologies 
for Security within the MA in Applied Social Sciences; since the 2013/14 academic year 
curriculum POLISI: Policies for security within the MA in Public Policy). In addition, the Centre 
has contributed to the development of the International Ph.D. programme in Criminology, 
coordinated by Professor Francesco Calderoni (Università Cattolica del Sacro Cuore), which is 
currently the only doctoral course dedicated to Criminology in Italy. 

Transcrime is an independent academic centre. It pursues an autonomous research agenda, 
which may be developed also through contracts and funding by private and public local, 
national and international institutions. The source of funding is always made public through 
Transcrime’s website. 

Transcrime has studied different illicit markets (trafficking in human beings, drugs, firearms). 
It has also conducted several studies on the illicit trade in tobacco products (ITTP). Among 
the most recent ones, it has published the series The Factbook on the Illicit Trade in Tobacco 
Products, with the aim to provide an innovative instrument to shed light on the complex 
mechanisms behind the ITTP in different countries. To date, the Factbook series comprises seven 
reports: United Kingdom, Italy, Ireland, Poland, Germany, Lithuania, and Spain. 

In 2015, the centre also published the European Outlook on the ITTP, a study on the ITTP in the 
28 EU countries. In its first part, the report analyses selected components of the illicit cigarette 
market in the EU; in the second one, it examines in detail the illicit markets within each EU 
Member State, as well as the role of selected non-EU European countries in the EU illicit market. 

All the above mentioned reports are available in English at transcrime.it
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Glossary of terms

Bootlegging: the legal purchase of tobacco products 
in a low-tax country and their illegal retail in a 
high-tax country. Bootlegging concerns individuals 
or small groups who smuggle smaller quantities 
of cigarettes, taking advantage of tax differentials, 
with the aim of making extra income (Hornsby and 
Hobbs 2007; Allen 2014, 6–7; KPMG 2014a, 3).

Contraband & others: other illicit cigarettes include 
contraband, bootlegged and illegally manufactured 
cigarettes.

Counterfeit cigarettes: counterfeit cigarettes are 
cigarettes illegally manufactured and sold by a 
party other than the original trademark owner. 
Counterfeits can be sold in the source country 
or smuggled into another country, both without 
paying taxes (Joossens and Raw 2012, 231; Allen 
2014, 7; KPMG 2014a, 3).

Empty-pack surveys (EPSs): Empty Pack Surveys 
are a research method whereby discarded empty 
cigarette packs are collected in order to estimate 
the share of domestic (duty paid), non-domestic 
(non-duty paid), and counterfeit packs in each of 
the EU countries (KPMG 2014a, 318).

Hand Rolling Tobacco (HRT): cigarettes are hand-
filled by the smoker using fine-cut loose tobacco 
and a cigarette paper (Eriksen, Mackay, and Ross 
2012, 26).

Illegal manufacturing: tobacco products 
manufactured for consumption but undeclared to 
the tax authorities. These tobacco products are sold 
without tax and may be manufactured in legal or 
illegal factories (Joossens and Raw 2012, 231; Allen 
2014, 6). 

Illicit Trade in Tobacco Products (ITTP): any practice 
or conduct prohibited by law and which relates 
to production, shipment, receipt, possession, 
distribution, sale or purchase, including any 
practice or conduct intended to facilitate such 
activity (WHO 2003).

Illicit whites: illicit whites are cigarettes 
manufactured legally in one country, but normally 
intended for smuggling into countries where they 
are normally unavailable on the legal market. 
Exportation from manufacturing countries may 
occur legally, whereas import and sale into 
destination countries is always illegal. Taxes in 
production countries are normally paid, while 
they are avoided/evaded in destination countries 
(Joossens and Raw 2012, 231; Allen 2014, 7; KPMG 
2014a, 4).

Key inputs: components essential for the 
manufacture of cigarettes, such as cigarette paper 
and acetate tow, the main ingredient of filters 
(Joossens, Ross, and Stokłosa 2014).

Large-scale ITTP: in this report, the expression 
denotes the smuggling of more than 750,000 
cigarettes.

Medium-scale ITTP: in this report, the expression 
denotes the smuggling of between 100,000 and 
749,999 cigarettes. 

Small-scale ITTP: in this report, the expression 
denotes the smuggling of fewer than 100,000 
cigarettes.

Tracking and tracing system: systematic monitoring 
and re-creation by competent authorities or any 
other person acting on their behalf of the route or 
movement taken by items through the supply chain 
(Art. 1 of the Protocol to Eliminate Illicit Trade in 
Tobacco Products).
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Greece and Turkey are the countries with the 
highest ITTP penetration in the hub.1

2

3

4

5

Illicit whites are the most widespread 
product in the hub.

From the hub, illicit cigarettes are spread 
throughout the European Union.

The lack of legislative measures on key components 
increases the opportunities for the ITTP.

The disadvantaged socio-economic context can increase 
the shadow economy and create demand for illegal 
tobacco products.
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3    CHAPTERS :

Key hubs are crucial sets of countries on the regional, continental or global map of the illicit trade in tobacco 
products. Analysis of key hubs instead of single countries enables a more comprehensive understanding of the 
factors determining the transnational illicit flows and a more effective identification of the strategies to fight 
and prevent the ITTP (Illicit Trade in Tobacco Products). The following elements often characterise key hubs: 

• medium to high levels of the ITTP in the hub, 

• significant price differentials of tobacco products across the hub, 

• extensive engagement of local manufacturers in the ITTP,

• substantial flows of illicit tobacco to, within or from the hub to other countries.

This report focuses on the Eastern Balkan hub for illicit cigarettes. Bulgaria is the most relevant country in the 
hub because it has significant inflows and outflows of illicit tobacco products. The surrounding countries 
(Greece, Macedonia, Romania, Serbia and Turkey) are included because they enable and facilitate these flows. 
The report takes the name from the geographical area of the countries included.

pre-manufacturing

manufacturing

distribution

consumption

Defines the hubs for illicit tobacco, 
explains their relevance for 

understanding the ITTP, 
identifies the Eastern Balkan Hub, 

and outlines the four key 
vulnerabilities that influence the 

hubs: the legal tobacco market, the 
socio-economic conditions, the crime 
context and the enforcement actions

Analyses the ITTP in the Eastern Balkan hub 
focusing on: size, products, flows, actors, 

modus operandi, and illicit smoking patterns.

Examines the key vulnerabilities 
and possible solutions across 
the four phases of the ITTP 
cycle: pre-manufacturing, 

manufacturing, distribution and 
consumption. 

legal   tobacco     market

socio-economic    conditions

crime     context

enforcement    actions 

ACTORS

illicit    smoking 
patterns

SIZE

PRODUCTS

FLOWS
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The    ITTP   in   the   EASTERN    BALKAN    hub

size   

In 2015, Bulgarian 
regions record medium 
levels of the ITTP 
compared to the hub 
average. 
The geographic 
position makes the 
Eastern Balkan one a 
natural hub for illicit 
cigarettes.

Source: Transcrime estimates (see Annex for further details)

In the Eastern 
Balkan hub, illicit 
whites and 
contraband & 
others are the 
most widespread 
products.

Source: Transcrime estimates (see Annex for further details)
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Key hubs are crucial sets of countries on the regional, continental or global map of the illicit trade in 
tobacco products. The analysis of key hubs is important because the ITTP is a transnational illicit market.  

Based on previous research, Transcrime has identified four key vulnerabilities that may generate a key hub: 

enforcement    
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Why   analyse  the  key  hubs  for  illicit  tobacco?
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Map 1. The ITTP volumes in the Eastern Balkan hub by area, bn sticks (2015)
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Map 2. Illicit tobacco products in the Eastern Balkan hub by area and type (2015)
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Source: Transcrime elaboration on EPSs Source: Transcrime elaboration on EPSs

Source: Transcrime elaboration on BUST database

flows

Non-domestic cigarettes entering and circulating 
in the Eastern Balkan hub have duty-free labeling 
(30.5%) and Bulgarian (21.8%) origin. They are 
destined to the Bulgarian and Turkish markets, 
respectively (Figure 1).
From the hub, cigarettes spread to the United 
Kingdom (30.2%), France (23.7%) and Germany 
(15.8%) (Figure 2).

actors   

Large-scale actors (7.2% of 
the sample) account for 
89.6% of the illicit cigarette 
market. Conversely, only 
3.0% of the market concerns 
small-scale actors (81.0%) 
(Figure 3).

illicit    smoking    patterns

Consumers of illicit tobacco in Bulgaria range between 300,000 
and 400,000 (between 11% and 14% of the smoking population).

In the Eastern Balkan hub, the actors mainly use motor-vehicles to 
transport illicit cigarettes. 
In Bulgaria, the actors store illicit tobacco products usually in houses 
and sell them mostly in open-air markets and through street vendors.

Small scale

Share of actors Share of cigarettes seized
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The inflows of non-domestic cigarettes to Bulgaria 
have duty-free labeling (69.9%) and Macedonian 
origin (6.4%). The main destination of Bulgarian 
cigarettes is Turkey (91.9% of total Bulgarian 
non-domestic sticks).

Figure 3. Share of actors (N=3,121) and cigarettes seized (N=1.3 bn sticks) 
per category of ITTP actors (2010-2015)

Figure 1. Main sources of non-domestic cigarettes to 
and within the Eastern Balkan hub, by destination country 
(thousands sticks, 2013-2015) 

Figure 2. Main sources of non-domestic cigarettes from the
Eastern Balkan hub, by destination country (bn sticks, 2015)
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The   four   phases    of   the    ITTP   cycle
This chapter analyses the interaction 
between the four phases of the ITTP 
cycle and the vulnerabilities on the ITTP 
in the Eastern Balkan hub. 
It recommends possible interventions to 
prevent and fight the ITTP. 

PRE - MANUFACTURING

DISTRIBUTION

MANUFACTURING

CONSUMPTION

Improve controls over key inputs

- Excess import of acetate tow
- Presence of manufacturers of 

filters and tubes

Hot spot policing (controls of 
vulnerable places) and opportunity 
reduction on markets

Large shadow economy 

- Step up controls at vulnerable 
border checkpoints 

- Identification of frequent 
cross-border purchasers

- Established criminal routes
- High corruption levels 

Improve monitoring over 
licensed manufacturers

Local companies may be involved 
in illicit whites’ production

Implement tracking & tracing 
systems 

Unlicensed trade in open-air 
markets 

Maintain strict controls over 
cigarette factories

Local tobacco manufacturers 
sell a part of their products to 
organised crime groups

Regulation of manufacturing 
equipment

Growth of domestic workshops for 
illicit production

Improve controls and implement 
tracking & tracing systems

The 2010 tax hike boosted the 
illicit trade

Improve controls over key inputs 
and illicit HRT

Consumption of illegal HRT 
(hand-rolling tobacco)

Reinforce awareness campaigns
with support from public stakeholders

Illicit consumption may concern 
over 10% of the smoking 
population

Implement hot spot policing and 
opportunity reduction strategies

In 2014-15 seizures in the countries 
of the hub accounted for between 
0.1% and 9% of the illicit market

Adopt measures to ensure 
competitive raw tobacco market

Dependency of the raw tobacco 
sector on local manufacturers

Risk Solution

13
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Key hubs are crucial sets of countries on the 
regional, continental or global map of the 
illicit trade in tobacco products.

The analysis of key hubs is important because 
the ITTP (Illicit Trade in Tobacco Products) is a 
transnational illicit market. As the main driver of the 
ITTP is profiting from price differentials between 
countries, the manufacture, distribution and 
consumption phases often occur in different places. 
Analysis of key hubs instead of single countries 
enables a more comprehensive understanding of 
the factors determining the transnational illicit flows 
and a more effective identification of the possible 
strategies to fight and prevent the ITTP. 

The concept of key hubs is flexible, as the ITTP 
varies across time and space. Nevertheless, the 
following elements often characterise key hubs:

• Medium to high levels of the ITTP in the hub

• Significant differences in the prices of tobacco 
products across the hub

• Relevant presence of local manufacturers 
engaging in the ITTP

• Substantial flows of illicit tobacco within the hub 
or from the hub to other countries

Based on previous research in several 
countries, Transcrime has identified four key 
vulnerabilities that generally favour the 
emergence of a key hub for the ITTP.1

LEGAL TOBACCO MARKET 

The poor regulation of the legal tobacco market 
and differences in regulation within neighbouring 
countries may create a range of opportunities for 
the illicit trade. This may comprise, for example, 
the absence of a specific regulation on key 
inputs, the presence of illegal manufacturers, the 
differentials in taxes and prices with neighbouring 
markets, the poor regulation of the tobacco supply 
chain and the absence of anti-ITTP actions (Licari 
and Meier 1997; Chiou and Muehlegger 2008; 
Lovenheim 2008; Ramos 2009; Sweeting, Johnson, 
and Schwartz 2009; Framework Convention 
Alliance 2010; Allen 2011, 7; Joossens and Raw 
2012, 231; Davis et al. 2013; Fix et al. 2013; KPMG 
2014a, 4; Interpol 2014c, 65–68; Joossens, Ross, and 
Stokłosa 2014).

1. Why 
analyse the 
key hubs 
for illicit 
tobacco? -

1.   The series The Factbooks on the ITTP and The European Outlook 
on the ITTP. All reports are available at transcrime.it.
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SOCIO-ECONOMIC CONDITIONS 

These factors may facilitate the illicit tobacco 
trade. For example, the social acceptance 
for smuggling and high poverty levels may 
contribute to the concentration of ITTP in certain 
geographical areas and to the creation of a large 
pool of recruits willing to participate in illicit 
activities or to consume illicit products (Bonilla 
Panvela 2003; Vander Beken et al. 2008, 64; Ramos 
2009, 12; Melzer 2010, 135; Gómez 2012; Firefly 
Millward Brown 2013; ThinkCom 2013).

CRIME CONTEXT 

The development of a key hub for illicit tobacco 
also requires considerable criminal “know-
how” for the organization of multiple large-scale 
illicit activities. For this reason, the ITTP thrives in 
areas with established trafficking routes and illegal 
migration flows, active organised crime groups, 
high levels of corruption and shadow economy 
(Joossens et al. 2000; Merriman, Yurekli, and 

Chaloupka 2000; Tobacco Free Kids 2008; Chaloupka 
2009; Ramos 2009, 6;31; Melzer 2010, 152; Yürekli 
and Sayginsoy 2010; FATF 2012; Joossens and Raw 
2012; Joossens et al. 2012, 5; Calderoni et al. 2013).

ENFORCEMENT ACTIONS 

Vulnerabilities due to poor law enforcement 
may include, for example, inadequate penalties 
for cigarettes smuggling, poor border controls, 
insufficient equipment and the lack of an action 
plan against the ITTP (von Lampe 2003; Vander 
Beken et al. 2008; Ramos 2009; Melzer 2010; 
Yürekli and Sayginsoy 2010; Calderoni et al. 2013; 
Calderoni et al. 2014; Transcrime 2015).

This report focuses on the Eastern Balkan hub for illicit 
cigarettes. Bulgaria is the most relevant country in the 
hub because it has significant inflows and outflows 
of illicit tobacco products. The surrounding countries 
(Greece, Macedonia, Romania, Serbia and Turkey) 
are included because they enable and facilitate 
these flows. The report takes the name from the 
geographical area of the countries included. (Map 3). 

Map 3. The Eastern Balkan Hub

2. Officially, former Yugoslav Republic of Macedonia.
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2.1 Size

Most countries in the Eastern Balkan hub 
recorded high levels of ITTP in 2014 (KPMG 
2015a; Euromonitor International 2015a). 
Bulgaria ranked 5th out of 28 EU countries 
for ITTP penetration in 2014 (18.5% of the total 
consumption) (KPMG 2015a). Greece and Turkey 
are above Bulgaria, with 20.6% and 19.0% of ITTP 
share, respectively. Romania and Bosnia and 
Herzegovina follow Bulgaria at 15.6% and 14.2%, 
correspondingly. Serbia and Macedonia have 
the lowest ITTP penetration of the hub, with 11.7% 
and 5.2%, respectively (Euromonitor International 
2015a).

Between 2007 and 2014, the ITTP in the 
Eastern Balkan hub increased in almost all 
countries. This rise may be mainly related to price 
and tax increases (e.g., Bulgaria, Turkey, Romania 
and Greece) or to the increase in illicit production 
within a country (e.g., Serbia) (Euromonitor 
International 2015b; 2015c; 2015d; 2015e). The only 
country that registered a decrease in the ITTP in 
this period is Macedonia. The main reason behind 
Macedonia’s improvement was the government 
strategy to fight illicit trade and counterfeit 
tobacco distribution (Euromonitor International 
2015f). In 2013 and 2015, the Macedonian Customs 
and the major tobacco company in the country, 
Tutunski kombinat Prilep, signed a Memorandum 
of Understanding defining mechanisms and 
methods of cooperation to prevent and combat 
illegal production, sale and smuggling of tobacco 
products (Zenit 2013; Macedonian Customs Agency 
2014; 2015).

The ITTP volumes in Bulgaria peaked in 2010 
and subsequently stabilised at 15%–20%, 
still a medium-high level (KPMG 2015a).  
They passed from 2.2 to 4.8 bn sticks between 
2007 and 2010 (from 11.1% to 30.7% of the total 
consumption). After this increase, the ITTP dropped 
to 2.7 bn sticks in 2011, thereafter remaining stable 
until 2014 (2.5 bn sticks) (Figure 4, p.17) (KPMG 
2014a). According to EPSs (Empty Pack Surveys), 
the situation changed in the second quarter of 
2015, as the non-domestic incidence decreased 
significantly to 13.4% (Nikolova 2015c). The 
decrease could be attributed to the increased 
checks on the manufacturing sites of Bulgartabac 
and KT International. In addition, the Bulgarian 

2. ITTP in 
the Eastern 
Balkan Hub 
-
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Customs have undertaken preparatory measures, 
including technical, for the increase of excise 
taxes on cigarettes in 2016. In January 2016 these 
measures have proven effective, as the seizures 
of illicit cigarettes increased with approximately 
78% compared to January 2015. If the Bulgarian 
LEAs continue following this line of action, ITTP 
levels in the country might decrease further (Focus 
Information Agency 2015; Bulgarian Customs 2016).
ITTP volumes vary across regions in the 
Eastern Balkan hub. In 2015, the regions with 
the highest ITTP share in the Eastern Balkan hub 
were South-Eastern Turkey, bordering with Syria 
and Iraq (between 3.2 and 2.4 bn sticks); Istanbul 
Subregion, the most populated region of Turkey 
(3.1);  and Attica, the most populated region of 
Greece (1.9) (Map 4). In Bulgaria, in 2015, the three 
southern regions had the highest volume of ITTP. 
These are Bulgaria’s most densely populated areas. 
The South-Central region, bordering Greece and 
Turkey, had the highest ITTP volume (0.9 bn sticks). 
The South-Western area also has a medium-high 
volume of ITTP (0.5 bn sticks), due to the presence 
of Sofia, the capital and largest city (estimates 
calculated by Transcrime; see Annex for details).
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In 2015, Turkey, Greece and Bulgaria 
registered the highest prevalence (illicit 
cigarettes per 100,000 inhabitants) in 
the Eastern Balkan hub.  The south-eastern 
regions of Turkey, bordering Syria, Iran and Iraq 
(between 104.6 and 62.9 mn sticks); South-Central 
Bulgaria, bordering Turkey and Greece (63.4 mn 
sticks); and the Greek West Macedonia, bordering 
Albania and Macedonia (60.7 mn sticks) had the 

 
   

  

   

   

 

 
  

  

  

ITTP volume:

Low [0.07 - 0.3]
Medium (0.3 - 0.6]
Medium-high (0.6 - 1.0]
High (1.0 - 3.2]
Non-estimated areas

3. Romanian data until 2014, no EPS has been conducted in 2015.

Figure 4. ITTP volume and ITTP share of 
consumption in Bulgaria (2009–2014)

Map 4. ITTP’s share in the Eastern Balkan hub, bn sticks (2015)3

Source: KPMG (2015)

Source: Transcrime estimates (see Annex for further details)
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highest prevalence of illicit cigarettes in 2015 (Map 
5). Between 2010 and 2015, the ITTP prevalence 
boomed in Izmir Subregion, which has the Izmir 
free trade zone (from 11.6 to 24.4 mn sticks). 
According to Turkish customs, cigarettes shipped to 
Izmir disappear or are exported to the Middle East 
before being reimported illegally (Ayda Yürekli et al. 
2010). The ITTP prevalence increased in almost all 
Greek regions, due to the tax increases of the last 
years (between +650% and +180%) (Euromonitor 
International 2015d; European Commission 2015c) 
(Map 6, p.19). Conversely, North-Eastern and North-
Western Bulgarian regions registered the largest 
decrease (around -73%), followed by the Turkish 
Balikesir Subregion and the Romanian Vest and Sud 
regions (around -60%).Focusing on Bulgaria, in 2015 
South-Central (64.3 mn sticks) and South-Eastern 
(39.9 mn sticks) had the highest prevalence of illicit 
cigarettes. These regions border with Turkey and 
Greece, which are both source countries for illicit 
cigarettes. Between 2007 and 2015, the Central-
Eastern region registered an increase in the ITTP 
prevalence. The highest was registered in North-
Eastern (+217.1%) and South-Central areas.

Map 5. Prevalence of the ITTP per region, mn sticks per 100,000 inhabitants (2015)
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Source: Transcrime estimates (see Annex for further details)

2.2 Products

In the Eastern Balkan hub, illicit whites 
and contraband & others were the most 
widespread products in 2015. Illicit whites are 
cigarettes manufactured legally in one country, but 
intended for smuggling into countries where they 
have limited or no legal distribution. Exportation 
from manufacturing countries may occur legally, 
whereas import and sale into destination countries 
are always illegal. Taxes in production countries 
are normally paid, while they are avoided in 
destination countries (Joossens and Raw 2012, 231; 
Allen 2014, 7; KPMG 2014a, 4; Transcrime 2015, 8).
According to EPSs, in 2015, illicit whites had 
the highest shares in Turkey (61.8% of the non-
domestic products), where Malatya and Aydin 
Subregion registered an illicit whites share above 
70%; Greece (59.5%), where Crete and Attica 
registered an illicit whites share around 60%; and 
Bulgaria (34.6%), where North-Western area was 
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above 60%. Different sources explain the high 
levels of illicit whites in these countries. According 
to KPMG, Greece is one of the four EU countries 
(with Poland, Italy and Spain) where illicit whites 
consumption was most prevalent in 2014 (KPMG 
2015a). Researchers argue that in Bulgaria some 
local manufacturers may be involved in illicit 
whites production (CSD 2012a; Skafida et al. 2012; 
Bivol 2015a). For Turkey, the data show that illicit 
whites have always been a major issue for the 
country (around 60% of the illicit market in 2010–
2014).

Contraband & others include contraband, 
bootlegged and illegally manufactured cigarettes 
(Transcrime 2015, 8). They were widespread in 
2015 in Serbia (100% of the regional non-domestic 
products in all regions), in North-Eastern Bulgaria 
(84.3%), in Turkey’s Balıkesir Subregion (82.5%) 
and in Romania, especially in South-Western 
regions (>70%).

Counterfeit cigarettes are illegally manufactured 
and sold by a party other than the original 
trademark owner. Counterfeits can be sold in the 
source country or smuggled into another country, 
both without paying taxes (Joossens and Raw 
2012, 231; Allen 2014, 7; KPMG 2014a, 3; Transcrime 

Map 6. Prevalence of the ITTP per region, mn sticks per 100,000 inhabitants (2010-2015)4

Source: Transcrime estimates (see Annex for further details)
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4. EPS has been conducted in Serbia since 2013 and in Macedonia 
since 2015. 
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2015, 8). Counterfeits were present in Greece 
and Romania (around 9% share of the illicit 
market), with the highest concentration in Greek 
East Macedonia and Thrace region (47.1%).  The 
high share of counterfeit in Greek East Macedonia 
and Thrace region may be due to the proximity 
to Turkey, an important source of counterfeits 
(Ergin, 2010). Further, high share of counterfeits 
in Romania might be influenced by proximity to 
Ukraine, another source of counterfeits. KPMG 
revealed that 89% of the counterfeit volumes had 
Ukrainian labeling in 2014. Ukraine might be the 
place of production of part of these cigarettes. 
(KPMG 2015a) (Map 7).

Between 2010 and 2015, the share of illicit 
whites and contraband & others increased, 
but counterfeits decreased. Between 2010 and 
2015, illicit whites shares boomed in Romania 
(+149%, as a share of the illicit market), Greece 
(+50%) and Bulgaria (+21%). In Turkey, the 
presence of illicit whites decreased (-24%).  The 
share of contraband & others increased in 
Turkey, Serbia and Bulgaria (+103%, +35% and 
+38%, respectively), and decreased in Greece 

(-46%). The presence remained stable in Romania.  
Counterfeits decreased in Romania (-58%) and 
Bulgaria (-72.5%). They increased in Greece 
(+22%). 

In 2015, contraband & others became the 
most common illegal products in Bulgaria 
(55.0% of the illicit market). North-Eastern 
and South-Western regions registered 
the highest shares (84.3% and 67.3%, 
respectively). Illicit whites are the second-most 
widespread product (36.8% of the illicit market). 
Whereas the North-Western and North-Central 
regions have the highest share of illicit whites 
(61.4% and 52.2% of the illicit market, respectively), 
North-Eastern have the lowest rate (13.5%). 
Counterfeit cigarettes are the least common 
illicit tobacco product. While they are widespread in 
the southern regions, especially in South-Eastern 
(25.3%), counterfeits are almost absent in the North.

According to EPSs, in 2015 the top four 
companies for non-domestic share are 
Financeconsult (14.9% of the non-domestic 
packs), R. C. Rodlan Corporation (13.7%), 

 

 

 
  

  

  

Products share:

Counterfeit
Illicit whites
Contraband & others
Non-estimated areas

Map 7. Share of the type of products in the Eastern Balkan hub (2015)

Source: Transcrime estimates (see Annex for further details)
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Figure 5. Main sources of non-domestic 
cigarettes to and within the Eastern Balkan 
hub, by destination country (thousands 
sticks, 2013-2015) 

Source: Transcrime elaboration on EPSs

cigarettes were mainly found in Turkey (91.9% of 
total Bulgarian non-domestic sticks). Focusing only 
on flows within the hub countries, duty-free flows to 
Bulgaria, and Bulgarian non-domestic cigarettes to 
Turkey account for over 55% of the non-domestic 
flows. 
The main reason for Bulgaria as a destination 
may be cigarette price differentials: it has 
the highest cigarette prices compared with most 
neighbouring countries, which makes it an attractive 
destination for illicit tobacco products (see The legal 
tobacco market, p. 40). The different tax regimes 
among EU and non-EU countries may increase the 
risk of Bulgaria becoming an entry-point for illicit 
cigarettes in Europe (Euromonitor International 
2015g). Further, the visa liberalisation with Serbia 
and Macedonia may also have contributed to the 
increase of cigarette bootlegging (CSD 2012a; 
Loubeau 2012a). For Turkey, smugglers often 
legally export Bulgarian cigarettes to Turkish duty-
free zones. From there, the products enter the 
Turkish market or return back to Bulgaria illegally 
(Kuyumdzhieva 2014).

5. BUST (Bulgarian Seizures of Tobacco products). For more 
information, see Annex.

European Tobacco (11.0%) and Karelia (10.3%) 
(Nikolova 2015c). Financeconsult is based in 
Plovdiv and is owned by a Cypriot group. It has 
registered 34 brands of tobacco products and holds 
the trademark rights for the cigarettes manufactured 
by KT International (see The legal tobacco market, 
p. 29). R. C. Rodlan Corporation is registered 
in Curaçao and owns different brands of tobacco 
products. These two companies (together with 
Spark Finance, which has a 5.0% of non-domestic 
share) have the same legal representative: Vasya 
Germanova. European Tobacco, based in Mersin 
(South-Eastern Turkey), has no brands registered in 
the Bulgarian market. The Greek Karelia is also a 
leader on the legal market (Nikolova 2015c).

The sale of handmade cigarettes, produced 
with hand-rolling tobacco (HRT), is an 
emerging trend in Bulgaria. A 2013 study shows 
that 61.0% of the respondents knew that unbranded 
tobacco circulated in Bulgaria. Further, 21.8% of 
their pouches were untaxed and the majority of 
these illegal pouches were unbranded (84.9%) 
(Ipsos 2013).  There are no estimates made by law 
enforcement agencies of the size of the illegal HRT 
market. However, according to the Transcrime 
BUST database,5 the seizures of handmade 
cigarettes increased from 8,535 in 2010 to 93,715 
in 2014 (BUST). In 2015, this number dropped to 
34,715 cigarettes. The Bulgarian parliament voted 
amendments to the Tobacco and Tobacco Products 
Act (TTPA), banning possession and transfer 
of more than 40 hand-rolled cigarettes (see 3.1 
Pre-manufacturing, p. 27) (Kahramanova 2015; D. 
Ivanova 2015).

 2.3 Flows

According to EPSs, in 2013-2015 the main 
inflows of non-domestic cigarettes to the 
Eastern Balkan hub had duty-free (30.5% of 
the total flows) and Bulgarian (21.8%) origin 
(Figure 5). The majority of non-domestic cigarettes 
with duty free origin had Bulgaria as destination 
(46.3% of total duty-free). Bulgarian non-domestic 
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With reguards to flows from the hub, non-
domestic cigarettes are spread into the EU, 
according to EPSs (Figure 6). The main markets 
of destination are the United Kingdom (30.2% of 
total flows from the Eastern Balkan hub in 2015), 
France (23.7%) and Germany (15.8%). The main 
sources among the Eastern Balkan hub’s markets 
are Romania (sending 26.0% of total flows from 
the hub in 2015 to the UK and 12.8% to France), 
Serbia (9.8% to France), and Bulgaria (3.7% to 
Germany). All the destinations have a higher price 
than countries in the Eastern Balkan hub, making 
the smuggling more profitable. 

South-Western and the South-Eastern regions at 
21.7% and 14.7%, respectively (Transcrime 2015).

Despite the lack of official estimates, the 
people involved in the ITTP in Bulgaria may 
be over 10,000. CSD and Transcrime conducted 
two different preliminary estimations providing an 
approximate idea of the number of people involved 
in the ITTP. CSD estimates that around 15,000 
people are involved in the ITTP in Bulgaria. This 
figure includes street vendors, drivers, warehouse 
guards, importers and owners of factories active 
in the market (CSD 2015a). Transcrime estimates 
that between 2010 and 2015, the number of actors 
involved in the ITTP may have oscillated between 
6,000 and 9,000 individuals per year (Transcrime 
2015, 46).6

There are three categories of ITTP actors, 
according to the number of cigarettes 
transported:

- Small-scale actors, who engage in the 
distribution of small consignments of illicit 
tobacco over medium to short distances. They 
usually act alone or in small groups with a low 
degree of organisation (Joossens et al. 2000; 
Hornsby and Hobbs 2007; Joossens et al. 2009; 
FATF 2012).

- Medium-scale actors, who engage in the 
distribution of medium consignments over 
medium to short distances. They can be single 
individuals or small groups.

- Large-scale actors engage in the distribution of 
large-consignments over long distances. They are 
usually part of transnational criminal networks 
with a high level of organisation (Joossens et al. 
2000; van Duyne, von Lampe, and Passas 2002; 
von Lampe 2005; Joossens et al. 2009; Kegö, 
Leijonmarck, and Molcean 2011).7

In Bulgaria, large-scale actors are less 
numerous (only 7.2% of the actors reported in the 
BUST), but they account for the largest ITTP share 
(89.6% of the cigarettes seized) (Figure 7, p.23). 
The same happens also at the EU level, where 
large-scale actors are 23.0% of the European 
actors, but account for 94.8% of the cigarettes 
seized (Transcrime 2015). In large-scale smuggling, 
an organised small number of people transport 

6.  For further details, see Annex.                                                           

Figure 6. Main sources of non-domestic 
cigarettes from the Eastern Balkan hub, by 
destination country (bn sticks, 2015)

Source:  Transcrime elaboration on EPSs
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2.4 Actors

Actors engage in the ITTP due to its 
profitability (Transcrime 2015). Counterfeit 
products generate higher revenues, because they 
are cheaper to buy and have a higher mark-up 
(CSD 2015a). Profits also depend on the position of 
the illegal actors in the supply chain and are bigger 
at the manufacturing, importation and wholesale 
levels (CSD 2015a). In Bulgaria, the illicit 
cigarette market generates criminal revenues 
ranging from €93.5 mn (2007) to €206.4 mn 
(2015), with a peak of €375.1 mn (2010) (Transcrime 
2015). The 2010 hike is the consequence of the 
increased levels of ITTP and the higher prices of 
illegal cigarettes (Transcrime 2015). Between 2010 
and 2015, the South-Central area, bordering with 
Greece and Turkey, registered the highest proceeds 
with 28.6% of the overall revenues, followed by the 
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large shipments of illicit cigarettes. They also 
use corruption of officials to ensure that the 
consignment arrives to the destination. Due to 
corruption and the hiding among regular products, 
these consignments are difficult to target (see box, 
‘Prezident Operation’).

‘Prezident’ Operation

In March 2015, Bulgarian police authorities 
carried out a special operation against a 
large-scale tobacco smuggling scheme. 
They seized 2,840 master boxes at Kapitan 
Andreevo and Plovdiv and arrested 26 
people: the driver (a Turkish citizen), the 
owner and employees of a warehouse, and 
13 customs and border control officials 
(Bulgarians) (BTV novinite 2015). Law 
enforcement authorities suspected the group 
of organising the transportation of 17 trucks 
with illegal cigarettes over a one-month 
period. They declared the cargo as transit 
cigarettes in Turkey, but entered Bulgaria with 
documents for textile industry goods (Plovdiv 
Online 2015). The customs and border control 
officials disregarded Turkish authorities’ 
warnings and did not carry out the required 
control procedures (BTV novinite 2015; 
Percheva 2015; Plovdiv Online 2015). The 
regional court brought charges for official 
misconduct and assistance in smuggling 
against 10 of the state officials (Dnevnik 
2015a; Dnevnik 2015c).

Figure 7. Share of actors (N=3,121) and ciga-
rettes seized (N=1.3 bn sticks) per category of 
ITTP actors in Bulgaria (2010–2015)

Source: Transcrime elaboration of BUST database 
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Most of the ITTP actors in Bulgaria are 
between 30 and 39 years old (28.5% of the 
actors involved) and 40–49 (25.7%). Older 
people (more than 55 years old) are mostly 
involved in small-scale smuggling (20.0% of the 
small-scale smugglers). On the contrary, people 
aged between 30 and 49 are more involved in large-
scale ITTP (78.6% of large-scale smugglers) 
(Figure 8).
 The situation is different at the EU level, where 
large-scale actors are older than small-scale and 
medium-scale actors (Transcrime 2015). More 
precisely, 40.9% of large-scale actors age between 
40 and 54, compared with the majority of ITTP 
actors who are in the 30–39 age group (27.5%). In 
the EU large-scale ITTP appears to be conducted 
by senior, more experienced criminals who may 
increase the size and complexity of the operations 
throughout their criminal career. Conversely, 
in Bulgaria, large-scale actors are middle-aged, 
as they are mostly aged 30–39. Older people 
in Bulgaria are mostly involved in small-scale 
smuggling, e.g., bootlegging or ‘ant smuggling’,8 
possibly for the need of extra income.

7. For the scope of this research, small-scale actors transport less 
than 100,000 cigarettes; medium-scale ones between 100,000 and 
750,000; and large-scale ones more than 750,000.           
8.  The organised and frequent border crossing by single individuals 
with relatively small amounts of low taxed or untaxed tobacco 
products (Joossens et al. 2000; Joossens et al. 2009).                                          

Figure 8. Age of actors per ITTP category in 
Bulgaria (2010–2015)

Source: Transcrime elaboration on BUST database

11.1%
12.9%

16.5%

30.7%

20.2%

15.5%
18.2% 18.5%

0

5

10

15

20

25

30

35

0

1

2

3

4

5

6

2007 2008 2009 2010 2011 2012 2013 2014

%
 o

f t
ot

al
 c

on
su

m
pti

on

bn
 sti

ck
s

ITTP volume ITTP as % of consumption

70

72

74

76

78

80

82

84

86

88

90

0

20

40

60

80

100

120

2007 2008 2009 2010 2011 2012 2013 2014 2015

%
 o

f W
AP

€

WAP - per 1,000 pieces (€) Excise yield - per 1,000 pieces (€)

Total Tax (incl VAT) - as % of WAP

14%

35%

52%

Counterfeit

Illicit whites

Other illicit cigarettes

�g.n.2

7% 11%

30%

8% 1% 1%
14%13%

24%
30%

30%
60%

59%

42%
51%

34%

87%

69%
59%

40%
32% 40%

58%
48% 52%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2007 2008 2009 2010 2011 2012 2013 2014 2015

Counterfeit Illicit whites Other illicit cigarettes

81.0%

11.8%
7.2%

3.0%
7.4%

89.6%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Small scale Medium scale Large scale

Share of actors Share of cigarettes seized

86%
71%

55%

5%

9%

11%

3%

2%

6%

1%

9%
16%

5% 9% 12%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Small scale Medium scale Large scale

Other Greek Turk Romanian Bulgarian

0%

5%

10%

15%

20%

25%

30%

<20 20-24 25-29 26-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64 >65

Small scale Medium scale Large scale

 100

0

 200

 300

 400

 500

 600

 700

2010 2011 2012 2013 2014 2015

Cigarettes (mn sticks) Tobacco (tonnes)

0

 5

 10

 15

 20

 25

 30

0

1

2

3

4

5

6

2007 2008 2009 2010 2011 2012 2013 2014 2015

%
 o

f t
he

 IT
TP

bn
 sti

ck
s

Cigarettes seized (bn sticks) ITTP volume (bn sticks)

Share of cigarettes seized



24

2.5 Modus operandi

In the Eastern Balkan hub, actors mainly use 
motor-vehicles to transport illicit cigarettes.  
In Romania, smugglers mainly exploit cars, vans 
and buses. Also in Serbia, motor vehicles are the 
main means of transport (Transcrime 2015). In 
Greece, the situation is slightly different. Actors 
transport illicit tobacco mainly via water transport 
(especially from Russia, Ukraine, Cyprus, Malta 
UAE, China and Egypt) (SDOE 2014). However, 
from neighbouring countries (Bulgaria, Serbia, 
Macedonia, Albania and Turkey), they use motor 
vehicles, especially trucks (Greek Customs and Law 
Enforcement Agencies 2013; Tsiadis 2013; Greek 
Customs 2014). In Turkey, traffickers use buses, 
trucks and cars to move cigarettes both across 
the borders and inside Turkey (Melzer 2010; KOM 
Department 2011). In some cases, they can also 
exploit sea routes, especially on the Black Sea and 
along the Mediterranean coasts (KOM Department 
2012).

Data from the BUST dataset indicate that in 
Bulgaria motor vehicles are the main means 
of transport for all types of ITTP smuggling 
(89.3% of the small-scale cases, 98.4% of the 
medium scale and 94.3% of the large scale). 
For small-scale consignments, smugglers mainly 
use cars (67.7% of the small-scale smuggling cases) 
and buses (9.2%). Between 2010 and 2015, Customs 
and police, on average, seized around 110,000 
cigarettes per car and 90,000 per bus (BUST). In some 
of these cases, people cross the borders only for 
buying cigarettes generally for personal use (at the 
border with Serbia and Macedonia, for example). For 
medium-scale ITTP, the most frequent means 
of transport are cars (56.0% of the medium-scale 
cases) and vans (20.0%). Between 2010 and 2015, 
customs and police seized on average around 
457,500 cigarettes per van (BUST). Large-scale 
actors are more organised and use mainly trucks 

(54.4% of the large-scale cases) and vans (19.0%). 
In 2010–2015, LEAs seized on average 2.6 mn 
sticks per truck (BUST). Large-scale actors also 
use water transport, especially containers. These 
large shipments arrive mainly at the port of Varna 
from the United Arab Emirates (BUST; Bezlov et al. 
2004). Between 2010 and 2015, Customs and police 
seized an average of 10 mn cigarettes per container 
(BUST). 

After importing cigarettes, ITTP actors 
exploit large inland cities, like Plovdiv, Sliven, 
Sofia and Vidin to store and sell illicit cigarettes. 
They store the products mainly in houses (71.9% of 
smuggling cases) or in warehouses (10.4%). Media 
investigations show that illicit cigarettes are sold by 
street vendors in well-known public places (Trud Daily 
2013b; Bulgaria National Television 2014; 168 chasa 
2015). According to the open sources analysis, the 
prevalent illicit retail channels are open-air markets 
(36.2% of the cases collected); shops, like grocery 
stores and ‘klek’ shops9 (31.8%); and bars (12.8%), 
where they do not have any license and sell cigarettes 
under the counter.

2.6 Illicit smoking patterns

Illicit tobacco consumers are equal to 11%–
14% of the smoking population. CSD estimated 
that the number of illicit tobacco consumers in 
Bulgaria may range between 300,000 and 400,000 
(CSD 2015a). According to a survey conducted 
in 2010, 12.2% of the Bulgarian current smokers 
declared they smoked illicit tobacco (2nd position 
out of 18 countries, preceded by Latvia with 
31.0%) (European Commission 2012).10 Further, in 
Bulgaria, 20.3% of current smokers declared they had 
bought smuggled cigarettes in the last 30 days and 
14.5% declared that their last pack of cigarettes was 
smuggled (Gallus et al. 2012).

9. The ‘klek shops’ (knee shop) operate through a cellar window not 
far above the ground and during the 1990s became one of the main 
channels of shadow economy retail trade (Mihalev 2008; Vseki Den 
Daily 2013).
10. The PPACTE project conducted interviews in 18 EU countries. 
The sample size was around 1,000 participants for each country.
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Consumption of non-domestic cigarettes 
varies across cities in Bulgaria. According 
to EPSs, in 2014–2015 Svilengrad (49.0% of the 
consumption), Sliven (45.8%), Gabrovo (41.4%) and 
Pazardzhik (35.8%) had the highest consumption 
of illicit cigarettes. Svilengrad is on the Greek-Turk-
ish border, a crucial point for the ITTP. Sliven and 
Gabrovo are in the inland of the South-Eastern and 

Source: Transcrime elaboration on EPSs (2010–2015) data

Map 8. Share of non-domestic cigarettes per city in Bulgaria (2010–2015)
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North-Central regions, respectively. Pazardzhik is 
in the South-Central region, which had the highest 
share of ITTP in 2014–2015 (878.1 bn sticks) and 
borders Turkey and Greece, countries of origin and 
destination for illicit cigarettes. Between 2011 
and 2015, the non-domestic consumption 
decreased in almost all of these cities. How-
ever, it increased in Gabrovo (+131.3%) and Sliven 
(+105.8%) (Map 8).
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This chapter analyses the vulnerabilities and 
possible solutions in the Eastern Balkan hub 
throughout the ITTP cycle. The ITTP cycle 
comprises four phases:

• Pre-manufacturing: includes the supply of raw 
tobacco and key inputs for the illicit production;

• Manufacturing: comprises undeclared 
production, illegal production and copyright 
violation which may lead to the manufacture of 
illicit whites and counterfeit cigarettes;

• Distribution: encompasses the smuggling, the 
undeclared imports and the retail of illicit tobacco 
products; and

• Consumption: focuses on the consumption of 
illicit products.

3. The ITTP 
cycle -

Most of the existing studies on the ITTP focus on 
the consumption and the retail distribution of illicit 
tobacco. Compared to these approaches, the focus 
on the ITTP cycle enables to analyse a larger ITTP 
environment with attention to the hub countries; 
to overcome the fictitious distinction between 
source, transit and destination countries of illicit 
tobacco; to identify vulnerabilities at each 
phase of the ITTP process and thereby support 
more precise policy interventions.

Each of the following subsections 
analyses one phase of the ITTP cycle in 
Bulgaria through the lenses of the four key 
vulnerabilities outlined in section 1 (legal 
tobacco market, socio-economic conditions, 
crime context and enforcement actions). It 
also identifies a list of possible solutions to tackle 
the ITTP.

Pre-Manufacturing

Manufacturing

Distribution

Consumption

Key Inputs

Undeclared production

Undeclared imports

Smuggling

Illegal production

Copyright violation
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3.1 Pre-manufacturing

Legal tobacco market

The pre-manufacturing stage consists 
of growing, purchasing and industrial 
processing of raw tobacco as well as the 
supply of key inputs and semi-manufactured 
products.11 Raw tobacco, key inputs and semi-
manufactured products are essential for the 
manufacturing process. They also play an important 
role in the ITTP, as their uncontrolled supply can 
facilitate the production of counterfeit and illicit 
white cigarettes.

The Bulgarian Tobacco and Tobacco Products 
Act (TTPA) regulates the growing, purchasing 
and processing of the raw tobacco. Until 2016, 
the TTPA placed a licensing requirement only 
on the persons who engage in the industrial 
processing phase.12 However, as a measure 
to lower the risks of the illegal diversion of raw 
materials, in March 2016 a series of amendments 
to the TTPA came into effect (Vateva 2014a). They 
introduced registration for the growers and the 
purchasers of raw tobacco, with the obligation 
for the purchasers to register the contracts they 
have concluded.13 

The Bulgarian registration of growers is 
decentralised. Growers are registering their 
growing areas, purchased raw tobacco and 
purchasing contracts before the municipal 
agriculture office and there is no procedure for 
verification of the information provided at the 
national level.14 To monitor the movement of raw 
tobacco, the TTPA requires the purchasers to 

buy raw tobacco from the growers without 
intermediaries and to report the quantities 
purchased, in stock, or sold.15 Purchasers must also 
declare the name of the buyer of the tobacco 
sold on the domestic market.16 The person engaged 
in the industrial processing of raw tobacco must prove 
the origin of the processed tobacco.17 This should 
guarantee that the processing companies buy the 
tobacco only from registered growers. However, the 
TTPA envisages no sanctions, making this obligation 
easy to avoid. 

Key inputs are essential and identifiable 
components used for the manufacturing 
of tobacco products, such as paper, filters, inks 
and glues (Geiss and Kotzias 2007; Lerner 2010; 
Colledge III 2011).18  The control over these elements 
might prevent the fuelling of the illegal production 
(Joossens 2014). However, the manufacturers and 
the importers of tobacco products have only a 
record-keeping obligation for the components 
used.19 
One way to prevent diversion of acetate tow 
into the illegal sector is to control its supply 
to Bulgaria. In particular, the volume of acetate 
tow supplied should meet the quantities needed 
by the national legal production (Interpol 2014a). 
In 2014, in Bulgaria, there was an excess of 1,725.4 
tonnes of acetate tow, enough to make 13.8 bn 
illicit cigarettes, equal to 65.4% of the national 
production (The Law Enforcement Alliance of 
America 2014; Euromonitor International 2015a; 
UNcomtrade 2015). There was an increase of 37.5% 
compared to 2013, when the excess of acetate 
tow was 1,078.3 tonnes, enough for 8.6 bn illicit 
cigarettes.20

11. The industrial processing of tobacco includes storage and 
raising of purchased raw tobacco; handling, including sorting, 
removing of veins of large-leaf tobacco; fermentation, natural or 
by thermal treatment; storage of the processed and packed tobacco 
and preparing the tobacco for sale (art. 20 of the Bulgarian Tobacco 
and Tobacco Products Act).
12. Art. 21.1 TTPA.
13. Art. 4 and 16 TTPA. 

14. Art. 19 of Ordinance No. 3 of 29th January 1999 for the 
establishment and maintenance of the register of agriculture 
producers.
15. Art. 12, 13 and 44 TTPA.
16. Art. 13 TTPA.
17. Art. 22 TTPA.
18. § 1.5 of the supplementary provisions of the TTPA.
19. Art. 35c TTPA and Art. 5.1 Directive 2014/40/EU.
20. See Annex for more details.   
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Other basic elements at this stage are 
semi-manufactured tobacco products, such 
as empty cigarette tubes.21 ITTP actors 
need these elements in the manufacturing 
process and smokers might use them for 
consumption of unbranded tobacco (Struma 
Daily 2012). In 2012, the TTPA banned the 
production and sale of semi-manufactured 
products for filter cigarettes to counter illegal 
manufacturing.22 However, amendments revoked 
the ban in 2016, permitting the sale of empty 
cigarette tubes. This is due to the threat of EU 
penalty procedures, as the restriction could have 
been contrary to the EU principle of free trade 
(Todorov 2014; Capital Daily 2015; Clubz 2015; 
Dnevnik 2015b; Petkova 2015). The adoption of 
these amendements may have positive effects 
on the business of the Bulgarian Yuri Gagarin 
factory, under the control of Bulgartabac 
(Iliev 2015).23 The 2012 ban hit Yuri Gagarin, as 
cigarette tubes accounted for about 20% of the 
factory’s production, whereas, following the 2015 
amendments, the shares of the company are 
likely to rise (Todorov 2014; Capital 2015b; Todorov 
2015). The company is the only manufacturer of 
cigarette cartridges, as well as the major producer 
of other semi-manufactured products (e.g., filters, 
packaging and labels). A lack of control over 
the key inputs might result in the diversion 
of the production (Duma 2015; Iliev 2015; Natov 
2015; Todorov 2015).

HRT is the cut tobacco used to make 
roll-your-own cigarettes by hand into 
cigarette paper or with special devices into 
fabricated filter tubes (European Rolling 
Paper Association 2007). In Bulgaria, the legal 
consumption of HRT boomed in 2010 by more than 
5 times, following the sharp increase of the excise 
duty on cigarettes, and it is steadily expanding 
(Ganev 2013; Euromonitor International 2015h). 

As a result, consumers, especially from the lower 
income groups, shift to cut tobacco and might 
turn to the illegal market (IARC 2011). Illegal HRT is 
easily accessible in Bulgaria and many consumers 
are aware that it can be purchased in open markets 
or from street vendors (Ipsos 2013).

Socio-economic conditions

The growing of raw tobacco is vulnerable to 
the unstable economic and social conditions 
in Bulgaria, that might contribute to the 
spread of the ITTP (Bruns, Miggelbrink, and 
Muller 2011; Loubeau 2012b). Tobacco growing 
is the main livelihood of approximately 85% 
of the population in small municipalities in the 
South-Eastern Rodopi Mountains (Radmilova and 
Andonova 2010).This region is ethnically mixed 
with Turkish and Pomak people, which have low 
educational levels, scarce opportunities for product 
diversification and are at risk of poverty. The 
unemployment rate in the region is approximately 
25% higher than the country average 
(InvestAgency Bulgaria 2014). Customs confirms 
that a substantial part of the seized tobacco 
comes from this area (Samuil Dimitrov 2012). 
The low purchase prices of raw tobacco and the 
highly disputed subsidy system often cause social 
unrest among the Turkish community (Nikolov 
2015; Vateva 2014b).24  The additional national 
payments system is based on historic production 
data, which results in imbalanced distribution 
of the financial aid (Valkanov 2014). Some 
producers perceive this as an unfair competition 
practice that undercuts the prices (Vateva 2014b). 

Any changes to the tobacco additional national 
payments system might affect the ITTP (Valkanov 
2014; Vateva 2015). 

The raw tobacco sector is dependent on local 
manufacturers. Following the suspension of its 
Middle East export in March 2016, Bulgartabac 
warned that it will cut 80% of its programme for 
purchasing Bulgarian-grown tobacco (Bulgartabac 
2016) (see Legal tobacco market, p.29). The 
Bulgarian minister of agriculture and the branch 
organisations confirmed that this decision will 
negatively affect the raw tobacco market (Dnevnik 
2016).21. An empty cigarette tube is a filter, together with the paper, 

meant to be filled with tobacco.
22. Art. 30.4 TTPA.
23. Yuri Gagarin was part of Bulgartabac until 2006, then it was 
privatised and in 2013 it was sold to companies close to Bulgartabac. 24.  There are protests almost every year.                                           
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Possible solutions

At the pre-manufacturing stage, the fight 
against the illegal production requires the 
implementation of tighter controls over the 
supply of materials for production (Interpol 
2014c). To prevent the illegal diversion 
of components that are essential for the 
manufacturing of tobacco products, Bulgaria may 
introduce measures to control their purchase, 
e.g., by restricting and/or controlling access to 
raw tobacco, key inputs and semi-manufactured 
products (WHO FCTC 2013; Interpol 2014c). At 
the same time, Bulgaria might introduce legal 
requirements to target the suppliers of key 
inputs, such as licensing, tracking and tracing 
and sales monitoring to ensure that sold 
quantities are commensurate with market demand 
(Interpol 2014c; The Law Enforcement Alliance 
of America 2014; Ross 2015). Moreover, to assist 
in the investigation on the ITTP, the Bulgarian 
government may prohibit licensed operators 
from dealing with unlicensed ones and restrict 
the sale of raw tobacco exclusively to registered 
manufacturers, thereby creating a stronger chain of 
accountability (Ross 2015).

The government may consider a gradual 
reform of the national instalment system 
(Valkanov 2014). This would ensure compliance 
with the EU policies on tobacco growing and a 
more competitive market (Capital 2015a). While 
any unforeseen changes to the system might 
cause social unrest among tobacco growers, the 
gradual removal may reduce the opportunities for 
growers to engage in the ITTP. Furthermore, the 
authorities should ensure that the instalments 
support the diversification of the activities of 
raw tobacco growers.

HRT can enter the ITTP market from the 
legal production but can also be illegally 
manufactured by ITTP actors. Authorities could 
address legal manufacturers, as the production 
higher than the market demand might be diverted 
into the illegal market. Further, to prevent the 
illegal manufacturing of cut tobacco from dry 
tobacco leaves, it is necessary to monitor the 
cutting machinery. Furthermore, to curb illegal 
manufacturing of cigarettes, authorities should 
focus on the HRT cigarettes’ components (cut 

tobacco, cigarette paper, filter tubes) and on the 
production equipment that might be employed 
in domestic workshops, an emerging trend in 
Bulgaria.

3.2 Manufacturing

Legal tobacco market

The manufacturing stage consists of 
the processing of raw materials for 
the purpose of producing or packaging 
tobacco products.25 Insufficient regulations 
may facilitate undeclared or unlicensed 
manufacturing. To prevent illegal production, 
the TTPA establishes that only licensed persons 
can engage in the manufacturing stage.26 

The license is valid for an indefinite time but it is 
revocable if the holder breaks the law, and this 
should discourage the participation in the illicit 
production.27 
Manufacturing activities must take place in 
a tax warehouse,28 managed exclusively by an 
authorised warehouse keeper that is granted 
a license to manufacture tobacco products.29 To 
assist the enforcement authorities in identifying the 
subjects involved in the ITTP, the Customs Agency 
keeps a register of the authorised warehouse 
keepers and tax warehouses.30 To keep track 
of all the production, the warehouse keeper 
must maintain documentary records and insert 
the manufactured quantities in the ‘Warehouse 
Stocks Log’ register.31 Bulgarian legislation 
introduced the obligation for the warehouse keeper 
to use automated reporting systems, allowing 
real-time control on the production and the 
input of materials.32 Better oversight of the 
manufactured quantities should allow for gaining 
greater control over the undeclared production 
and the manufacturing equipment (Nikolova and 
Zhelyazkov 2014). In 2014, Bulgarian legislation 
provided for the instalment of real-time measuring 

25. As defined by the Excise Duties and Tax Warehouse, Art. 59 
EDTWA.
26. Art 24.1 TTPA.
27. Art. 24, 36, 38 TTPA.
28. Art. 60 and 91 EDTWA.
29. Art 4.2 EDTWA.
30. Art. 54 EDTWA.
31. Art. 52.1 and 88.2 EDTWA.
32. Art. 47.1 EDTWA.
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and counting devices controlled by the customs 
authorities.33 The requirement to use these devices 
goes into force six months after Bulgaria receives 
notification from the European Commission. 
This may delay the introduction of the real-time 
measuring system (Nikolova and Zhelyazkov 2014).

Manufacturers may exploit poor oversight at 
this stage to produce cigarettes in quantities 
higher than the local market demand. These 
cigarettes, which are legally manufactured 
by companies, become illicit whites when 
intended for the illegal market of another 
country (CSD 2012a). The production of illicit 
whites is formally legitimate, reducing the risks 
for manufacturers, e.g., allowing for the purchase 
of professional machinery normally unavailable to 
unlicensed enterprises (Joossens 2014).

Media and EPSs suggest that Bulgaria’s 
tobacco companies, such as KT International 
and Bulgartabac, may be involved in the 
distribution of illicit whites (CSD 2012a; Skafida 
et al. 2012; Bivol 2015a). The Director General of 
the Bulgarian Customs Agency has stated that 
the cigarette manufacturers started producing 
illicit whites in the country after the 2010 increase 
of the excise duty. Indirectly referring to K T 
International, the Director General of the Bulgarian 
Customs Agency affirmed that in the 2014 EPSs a 
Bulgarian cigarette manufacturer held 70% of the 
illegal market in the country (Bosev 2015; Kostov 
2015; Mediapool 2015a). In 2014, brands related 
to Finansconsult and its affiliates dominated the 
illicit market (Peev 2015).34 This company holds the 
trademark rights for K T International (Peev 2015; 
Mediapool 2015a). To avoid the illegal production 
of cigarettes, in December 2014, the Customs 
Agency and the Ministry of Interior began thorough 

checks at the production sites of KT International 
(Peev 2015; Mediapool 2015a).35 This resulted 
in a significant decrease of the share of 
Finansconsult’s brands in the 2015 EPS results. 
In addition, Bulgartabac’s illicit whites also 
reach different destinations. From 2010 to 2015, 
77.5% of illicit whites in Turkish EPSs belonged 
to Bulgartabac (mainly Prestige brand) (Melzer 
2010; Duarte Gomes 2013; KPMG 2015a; Transcrime 
2015). In 2013, in Cyprus a Bulgartabac’s brand 
(Victory) accounted for the 36.8% of illicit whites’ 
inflows (KPMG 2014a). Iraq is also a destination 
country for Bulgarian illicit whites (Prestige, MM 
and Victory) (Melzer 2010; KPMG 2015b). 

In March 2016, Bulgartabac announced the 
discontinuation of its export to the Middle 
East (Bulgartabac 2016). While the company 
claimed that this was due to a negative campaign 
in Bulgaria, media reports suggest that the main 
reason is the contraction of its market in the 
region (Mediapool 2016). This reduction could be 
also attributed to the increased controls of Turkish 
authorities on Bulgartabac brands following reports 
on their presence in the illegal market (Capital 
Daily 2016) (see box “Bulgartabac and its political 
connection”, p.41). The suspension of these exports 
resulted in the closure of its Sofia production 
facility and the transfer of its machinery to the 
company’s site in Serbia (Bivol 2016).

Illegal factories are another form of 
unlicensed manufacturing (see Enforcement 
actions, p.32). They produce counterfeit 
cigarettes bearing trademarks without 
the consent of the owners (Interpol 2014b). 
Bulgarian legislation regulates trademark 
infringement and establishes that counterfeit 
cigarettes must be confiscated and 
destroyed.36

33. Artt. 55 and 103a EDTWA.                                                               
34. The affiliates are ‘Spark Finance’ and ‘R. C. Rodlan Corporation 
N.V.’ The three companies are owned by offshore companies and 
represented by the same person before the Bulgarian Patent Office 
(Peev 2015).

35. Bulgarian authorities can exercise physical controls over local 
manufacturers. The Tax and Social Insurance Procedure Code 
regulates the conduct of on-site inspections and gives the right 
to revenue authorities and public enforcement agents to conduct 
physical controls on production premises and warehouses (art. 
55g, 102 and 103 EDTWA, Art. 12, art. 37 of the Tax and Social 
Insurance Procedure Code).
36. Art. 73 and 81 of the Bulgarian Law on Marks and Geographical 
Indications.
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Socio-economic conditions

The financial crisis had a negative impact 
on the Eastern Balkan hub (The World Bank 
2012a; The World Bank 2012b). In 2014, South 
East Europe’s37 economy grew by only 0.2% and 
the unemployment rate increased again in the 
region, due to the 2014 floods in the area and the 
weak domestic demand (The World Bank 2015a). In 
addition, the 2015 migrant crisis might hamper the 
expected regional economic growth of 1.3% and 
affect neighbours’ relations (Buckley 2015). 
 The political instability of Greece affects the 
national economy (The Economist Intelligence Unit 
2015). The crisis put Greece back on recession in 
the second half of 2015 (OECD 2015). 
Conversely, although Turkey performed worse 
than expected, it is expanding its economy faster 
than other countries in the Eastern Balkan hub. 
In 2014, its GDP grew 2.9% (Peker and Candemir 
2015). Similarly, Romania ranks among the best 
performers in the region with GDP growth of 2.9% 
in 2013, driven by strong domestic consumption 
and export increases (The World Bank 2015b). 
Bulgaria also recovered in 2014. Despite the 
growth of its GDP, the country has the sixth-lowest 
GDP per capita among 39 European countries, after 
Macedonia and Serbia (Eurostat 2015a). North-
Western region of Bulgaria had one of the lowest 
GDP per capita of all Europe in 2013 (Novinite 
2015).

The unemployment rate in the whole 
Eastern Balkan hub is high. The Greek 
regions neighbouring Bulgaria had the highest 
unemployment rate in 2014 with 28.7% in Central 
Macedonia and 24.2% in East Macedonia and 
Thrace (Eurostat 2014). The rate in the Serbian 
South and East regions was 22.6%, which is five 
percentage points higher than in Belgrade area 
(Statistical Office of the Republic of Serbia 2015). 
Although it is decreasing, in 2014, unemployment 
in Macedonia was still one of the highest in 
the hub at 28.0% (Eurostat 2014) Discrepancies 
in the regional development are also visible. 
Bulgaria’s least developed North-Western region 
(14.2%) borders with Romania’s Sud Vest, where 
the unemployment rate is approximately half 

less (6.5%). The crisis in Bulgaria increased 
unemployment. Whereas the unemployment 
rate dropped from 19.9% to 5.6% between 
2001 and 2008, it increased to 12.9% in 2013 
(+130%) (National Statistical Institute, Republic 
of Bulgaria 2015). In the same year, Bulgaria 
had a high unemployment rate compared to 
the 28 EU countries38 and a low rate compared 
to neighbouring countries, ranking 8th among 
10 states (The World Bank 2015d).39 Despite the 
economic growth in 2014, the unemployment rate 
was still high at 11.4% (European Commission 
2015a).

The increase of unemployment may favour 
the illicit manufacture of tobacco products. 
According to open sources, most of illegal 
manufacturers in Bulgaria were discovered in 2013 
(BUST;  Transcrime 2015), when the unemployment 
rate was the highest of the period (National 
Statistical Institute, Republic of Bulgaria 2015). 
South-Western, North-Western and South-Central 
Bulgaria are the regions with the greatest density 
of illicit facilities. In 2014, the unemployment rate 
fell and so did the detected illicit facilities (BUST; 
Transcrime 2015; National Statistical Institute, 
Republic of Bulgaria 2015).

Sharp reduction in household expenditure 
and lower affordability of cigarettes foster 
the illicit manufacturing of tobacco. 
Household cigarette consumption decreased 
by about 30% between 2008 and 2010 (National 
Statistical Institute, Republic of Bulgaria 2014). In 
particular, the legal cigarette consumption declined 
by 27%. This decrease may explain the 73% rise 
in illegal tobacco consumption in the same period 
(KPMG 2014a; Transcrime 2015). Cigarettes were 
less affordable in 2010 than in 2008. In 2010, a 
Bulgarian needed 2.2% of GDP per capita to buy 
100 packs of cigarettes.40 In 2013, the North-Western 
region had the lowest affordability in Bulgaria (IMF 
2015; Euromonitor International 2015a). The same 
region was one of the areas with greater density of 
illicit facilities.

38. The average unemployment rate in EU in 2013 was 10.9%.         
39. FYROM, Bosnia and Herzegovina, Serbia, Montenegro, Croatia, 
Albania, Turkey and Romania. 
40. Affordability is based on annual per capita income needed to 
buy 100 packs of the cheapest cigarettes (Eriksen, Mackay, and Ross 
2012).

37. SEE6 includes Albania, Bosnia and Herzegovina, Kosovo, 
Macedonia, Montenegro and Serbia.
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Crime context

Organised crime is one of the main issues 
in Bulgaria (Gachevska 2012; EC 2015). 
Organised crime structures in Bulgaria 
emerged in early 1990 (Bezlov 2005; CSD 
2007; Tzvetkova 2008; Smilov 2013). Organised 
crime groups appeared after the transformation 
of the legal and economic environment and the 
dissolution of total state control (Bezlov 2005; CSD 
2007; Tzvetkova 2008; Smilov 2013). By the mid-
1990s, some Bulgarian companies were a cover for 
criminal organisations’ businesses (Bezlov 2005; 
Tzvetkova 2008). Bulgaria ranks medium to 
high on the composite organized crime index, 
scoring 66.3 (36th out of 156 countries) (van Dijk 
2008).

The structure and criminal activities of 
organised groups have changed (Bezlov 
2005; CSD 2015a). Loose criminal networks 
have almost replaced the traditional hierarchical 
organisations, although some of the classic 
organised groups still operate in the typical 
structure (Bezlov 2005; CSD 2015a). The organised 
crime networks are involved in various 
forms of illicit activities, such as cigarette 
smuggling, drug trafficking, prostitution and 
human trafficking (CSD 2002; Bezlov 2005; CSD 
2007). Profits gained from ITTP are commonly used 
for funding criminal activities, such as drug dealing 
and human trafficking (24 Chasa Daily 2010; Allen 
2011). A large number of people are involved 
in illicit activities in Bulgaria (Bezlov 2005). 
According to the Bulgarian Ministry of Interior, 
an estimated 118 organised crime groups were 
operating in Bulgaria at the end of 2004 (Smilov 
2013). Organised crime groups frequently engage 
in the illicit cigarette trade and illegal cigarette 
production (Loubeau 2012a; Presa Daily 2012; 
Venkova 2012).

There is not an official estimate of the ITTP 
actors. However, according to two different 
estimates, the illicit tobacco market may include 
over 10,000 individuals (CSD 2012a; 2015a; 
Transcrime 2015).

In Bulgaria, cigarette smuggling is closely 
related to established criminal networks 
(Joossens et al. 2012; Bgnes 2014; Dimitrov 
2014). In many cases, foreign criminal 
organisations, e.g., Russian and Serbian 
groups, collaborate in cigarette smuggling 
(Bgnes 2014; Dimitrov 2014). Established routes, 
resources and contacts allow criminal groups 
to efficiently engage in new illicit trades (Ramos 
2009).

Some of legal Bulgarian manufacturers are 
selling a part of their products to criminal 
groups (CSD 2015a). Several sources report that 
some local cigarette factories supply the illegal 
market, mainly to avoid excise and taxes (Skafida 
et al. 2012; Reporter Daily 2013; Rowell, Evans-
Reeves, and Gilmore 2014; CSD 2015a; Frog News 
2015). Since the end of 2014, monitoring checks 
in cigarette factories have become stricter. As a 
consequence, the number of illicit whites from 
Bulgarian factories have decreased (Zhelyazkov 
2014; Bosev 2015).

Enforcement actions

Running illegal factories is a very profitable 
activity due to the high demand for illicit 
cigarettes (CSD 2015a). These factories 
have a high level of sophistication and require 
professional cigarette production equipment 
(Europol 2011). Furthermore, in Bulgaria old 
professional machines are available from 
closed factories in Eastern Europe (CSD 2015a). It 
is difficult to uncover illicit Bulgarian production 
facilities, as mobility is their main characteristic to 
ensure a lower risk of being discovered. Further, 
there is little information about the Bulgarian 
illegal manufacturers and the costs of various 
commercial activities related to the operating of the 
factories (CSD 2015a). The EDTWA establishes that 
enforcement authorities must confiscate all 
the facilities employed in the manufacturing 
of tobacco products.41 Estimates suggest that 
the value of the production equipment used to 
counterfeit cigarettes ranges between €400,000 
and €600,000 per factory, depending on the 
counterfeited brand (CSD 2015a).

41. Art. 107a and 124.3 EDTWA.                                                             



The ITTP cycle

33

Between 2007 and 2015, Bulgarian 
authorities raided 45 illicit cigarette factories 
in 29 locations (Map 9). Most of the factories 
were in the South-Central (45.2%) and in the 
South-Western (26.1%) regions, with the highest 
concentration in the cities of Plovdiv and Sofia 
(31%) (BUST; Transcrime 2015). According to 
open sources, a new trend is the emergence 

Map 9. Distribution of raided illicit factories across Bulgaria (2007–2015)
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of domestic workshops for the production 
of cigarettes, which account for 35.6% of the 
raided facilities (BUST). They are equipped with 
non-professional tobacco cutting machinery and 
devices for rolling and frequently use empty 
cigarette tubes in their production (Struma Daily 
2012).

Source: Transcrime elaboration on BUST and Transcrime (2015) data
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Possible solutions

Targeting the cigarette production machinery 
may improve the fight against the ITTP 
because it is a crucial element for illegal 
factories as well as for the undeclared 
production of illicit whites (Joossens 2014). 
Bulgarian legislation might introduce tighter 
regulations regarding the manufacturing 
equipment identifiable and classified by the 
Harmonized System, e.g., by restricting their sale 
only to licensed manufacturers and constantly 
monitoring their displacement on the territory 
(Sweeting, Johnson, and Schwartz 2009; Interpol 
2014c). Currently, Bulgarian authorities do not 
destroy confiscated machinery but sell it at 
public auctions to secure state revenues (CSD 
2015a). Therefore, regulating the destruction of 
dismissed machinery may be an effective anti-
ITTP measure, as well as subjecting its resale and 
movement to control and verification measures 
(Interpol 2014c).

Bulgarian authorities might maintain 
and improve the controls imposed at the 
production sites of the manufacturers and 
warehouses since the end of 2014. This 
should discourage illicit activities.

Other anti-ITTP actions may supervise 
the quantities produced by licensed 
manufacturers. For example, the Bulgarian 
government may introduce the obligations to 
prove that raw materials are consistent with 
the produced quantities, to provide evidence 
that no unrecorded production has occurred and to 
ensure that the supply of manufacturing equipment 
is commensurate with the demand in the intended 
market of sale (Interpol 2014c).

3.3 Distribution

Legal tobacco market

The distribution of tobacco products, i.e., 
the wholesaling and the retailing, creates 
opportunities for engaging in contraband, 
bootlegging and ant-smuggling activities 
(Bezlov et al. 2004; KPMG 2014b). 
Wholesalers and retailers may take part in 
cigarette smuggling by exploiting the gaps 
in the control of the tobacco products’ routes 
(CSD 2015a; Europol 2015). To monitor the 
actors at this stage, Bulgarian legislation places 
licensing requirements and record-keeping 
obligations on importers, exporters, warehouse 
keepers and retailers.42 Moreover, it establishes 
that manufacturers and importers can deal 
exclusively with licensed traders.43

The retail trade sector consists of storage and 
sales (Nomisma 2012; Georgieva 2014).44 
Retail sales must take place only in commercial 
warehouses and retail units.45 Street vendors 
without a commercial establishment cannot sell 
tobacco products; however, many small-scale ITTP 
actors engage in this kind of trade, especially in 
open-air markets. Local authorities regulate 
the sale of cigarettes from kiosks. They 
decide the location of the retail sites, hold public 
tenders for them and issue permits.46 In 2014, 
three branch organisations arranged a series of 
protests against the expansion of the kiosk 
chain ‘Lafka’, stating municipal authorities were 
supporting it in establishing a dominant position 
(Granitska 2014).47  The chain is owned by the Tabak 
market, whose main shareholder is Bulgartabac 
holdings (Registry Agency 2015). Excessive 
regulation of the retail sector can lead to an 
increase in the ITTP, as players who cannot legally 
engage in the trade may enter the illegal market.

42. Art. 4.2, art. 4.28, art. 4.29, art. 57c, art. 58c EDTWA. With regards 
to the record-keeping obligations, art. 52.1, art. 57e, art. 58g.1, art. 
88 EDTWA. For retailer obligations, art 27, 30.1 TTPA and art. 90a, 
art 90g.1 EDTWA.
43. Art. 45.1 of the Regulations for the application of the TTPA.
44. Art. 90a EDTWA.

45. Retail trade of tobacco products can take place in specialised 
stores that trade in tobacco products, stores for sales of food and 
non-food goods, stores for sales of wine and spirits, petrol stations, 
pavilions, restaurants and alcohol-serving establishments and 
bars. Art. 90b.1 and art. 92 EDTWA.
46. Art. 56 Special Development Act and ordinances at municipal 
level.
47. The Association of Small Retailers, the Association for Protection 
of the Small and Medium-Sized Business and the Association of 
Kiosk Owners.
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Tracking and tracing systems can effectively 
prevent the diversion of tobacco products, 
thereby facilitating investigations into 
tobacco smuggling and improving the 
identification of criminals involved in illegal 
activities (WHO 2015a). These systems involve 
the real-time monitoring of the movements of 
tobacco products through the supply chain, 
allowing authorities to reconstruct the flow of 
merchandise and to identify the point of diversion 
into illicit channels (Ross 2015). In accordance 
with EU legislation, Bulgaria should ensure that 
packs of tobacco products are marked with a 
unique identifier.48 The identifier will allow each 
economic operator involved in the trade of tobacco 
products to record the packs in their possession.49  
The Bulgarian Ministry of Economy has already 
proposed amendments for these purposes 
(Ministry of Economy 2015).

Tobacco products intended for duty-free 
sale may be susceptible to diversion into the 
illicit market due to their lower prices (WHO 
2015a). To avoid the diversion of cigarettes, the 
Bulgarian legislation provides strict regulations 
for duty-free tobacco products. Since 2012, it 
has prohibited the transport and sales of tobacco 
products with duty-free labels.50 Any person who 
does not comply with this prohibition is subject to a 
fine.51

Bulgarian legislation allows the personal 
import of 800 cigarettes and 1.0 kg of 
tobacco from EU Member States,52 and 40 
cigarettes and 0.05 kg of tobacco from 
third countries,53 creating the possibility for 
bootleggers and ‘ant smugglers’ to cross 
the border daily and illegally import small 
amounts of tobacco products.

The Internet may offer easy access to ITTP 
actors to promote and sell illegal tobacco 
products (Interpol 2014c; Europol 2015).
The TTPA prohibits the sale and marketing 
of tobacco products through the Internet; 
however, it provides no sanctions.54 To overcome 
this gap, the 2016 amendments to the TTPA 
introduced penalties for the infringement of this 
provision. Bulgarian websites offer illegal 
tobacco products for sale (Ivanova 2009). From 
2012 to 2015, the police discovered some online 
distribution channels and seized illegal tobacco 
products transported in courier shipments (24 
Chasa Daily 2012; Standart Daily 2012; News.bg 
2014).

Socio-economic conditions

The economic crisis (see Socio-economic 
conditions, p.31) had an impact on the 
shadow economy in the Eastern Balkan hub.  
While slightly decreasing from 31.2% to 30.6% 
between 2013 and 2015, the size of the shadow 
economy places Bulgaria first among 28 EU 
countries in 2015 (Schneider 2015). Romania 
(28.0%) and Turkey (27.8%) take the next two 
places in the ranking. The size of the shadow 
market in Greece decreased slightly from 23.3% of 
the GDP in 2014 to 22.4% in 2015, but is still above 
the EU average of 18.3% (Schneider 2015). Whereas 
there are no updated data on Macedonia’s 
undeclared economy, in 2007 it was 35% of the 
GDP (Schneider, Buehn, and Montenegro 2010). 
Contexts with a large informal economy 
favour the selling of illicit products. According 
to BUST, open-air markets represent the largest 
illicit retail channel in Bulgaria (36.2%), and their 
numbers increased between 2013 and 2015.
The high unemployment in the Bulgarian-Greek 
border areas and the lower prices of daily 

48. Art. 15.1, Directive 2014/40/EU of the European Parliament and 
of the Council of 3 April 2014 on the approximation of the laws, 
regulations and administrative provisions of the Member States 
concerning the manufacture, presentation and sale of tobacco and 
related products and repealing Directive 2001/37/EC Text with EEA 
relevance.
49. Art. 15.2, Directive 2014/40/EU.
50. Art. 99.2 EDTWA and art. 667, 673, 701 of the Regulations for 
implementation of the law on customs.

51. Art. 123.6 EDTWA.                                                                            
52. Art 21.5 EDTWA, Art. 4c of the Regulations for the application 
of the EDTWA.
53. If arriving by overland. If arriving by air, the allowance is 200 
cigarettes and 0.25 kg of tobacco. EU Council Directive 2007/74/EC.
54. Art 30.3 TTPA.
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commodities in Bulgaria caused a rise in the 
shopping tourism in the Bulgarian-Greek 
border towns (see Socio-economic conditions, 
p. 31) (Blitz 2013). This increased border crossing 
might have favoured the ant smuggling in the 
region.

Risk of poverty in Bulgaria is high (Eurostat 
2015b). Bulgaria ranks second amongst 28 
EU countries (40.1%), after Romania, for the risk 
of poverty. Between 2010 and 2015, on average, 
almost 53% of people older than 55 years 
were at risk of poverty (Eurostat 2015b). This 
age category represents around 17% of Bulgarians 
detained by police and Customs officials for 
cigarette smuggling.

Crime context

The presence of organised crime across the 
Eastern Balkan hub favours the ITTP. Links 
between Serbian, Bulgarian, Macedonian and 
Turkish criminal groups play an important role in 
the ITTP (Papandrea 2014). The collaboration within 
international criminal groups and the differences in 
cigarette prices stimulate smuggling in the Eastern 
Balkan hub (see Crime context, p.32).
Turkey is a central point for international 
illicit traffics and worldwide connections 
within criminal groups (Interpol 2012). 
These groups exploit Turkey’s long coastline for 
smuggling (KOM Department 2011). The sub-routes 
of Balkan route that crosses Turkey, Bulgaria, 
Romania, Macedonia and Serbia is also boosting 
the ITTP spreading in the hub (Keser and Özel 2008; 
Cengiz 2010; Interpol 2012). The consolidated 
smuggling routes and organised groups in 
Greece may also favour the ITTP in the hub. 
The country represents one of the top transit points 
for the illicit trade. The largest Greek ports (Piraeus 
and Thessaloniki) are an entry point for cigarettes 
coming mainly from Middle Eastern countries 
(Transcrime 2015). According to Greek authorities, 
there are approximately 468 organised criminal 
groups in the country, and 19 of them are involved 
in tobacco smuggling (Hellenic Police 2013).

Large-scale actors are usually part of 
transnational criminal networks with high 
levels of organisation (Joossens et al. 2000; 
van Duyne, von Lampe, and Passas 2002; 
von Lampe 2005; Joossens et al. 2009; Kegö, 
Leijonmarck, and Molcean 2011). Between 
2010 and 2015, in Bulgaria, large-scale actors 
accounted for the largest ITTP share (89.6% 
of the cigarettes seized) (BUST).55 Whereas criminal 
groups got progressively involved in cigarette 
smuggling, the large-scale actors represent less 
than 7.2% of all actors involved in the ITTP (BUST; 
Papandrea 2014).

Bulgaria is a key point in various forms of 
cross-border crime (CSD 2002; Anastasijevic 
2008). It is a starting, transit and destination 
country for human trafficking. The main routes are 
from Bulgaria to Western Europe, from Romania 
through Bulgaria to Greece and from Turkey 
through Bulgaria to Western Europe (CSD 2002; 
Anastasijevic 2008; CSD 2015b). Bulgaria is also a 
transit country for irregular migrants along 
the Eastern Mediterranean route. In past years, 
customs officers prioritised irregular migrations 
along the entry (Bulgarian-Turkish border) and 
exit (Bulgarian-Serbian border) points. This can be 
one of the reasons of the decrease in the seized 
quantities of tobacco products (Bulgarian Ministry 
of Interior 2013).

Established criminal routes may boost the 
ITTP in Bulgaria (Melzer 2010; Calderoni et al. 
2013). One of the main channels for Bulgarian 
cigarettes passes through Turkey (Trud Daily 
2013a; Transcrime 2015). Bulgaria is an essential 
point on the heroin trafficking route to Western 
and Central Europe (UNODC 2014). The Silk Road 
is used for trafficking drugs from Central Asia and 
Russia to Europe (CSD 2002; Fenopetov 2006; 
Ceccarelli 2007). Drugs and cigarettes also pass 
along the so-called Balkan route from Turkey 
through the Western Balkan countries56 and ending 
in Italy and Western Europe (CSD 2002; Bezlov 
2005; Europol 2011; Kuyumdzhieva 2014; Papandrea 
2014). Bulgaria represents a transit point for 

55.  This amounted to 1.2 bn cigarettes.                                                
56. Bulgaria, Macedonia, Serbia, Bosnia and Herzegovina, Croatia 
and Slovenia.
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cigarettes coming from Greece and Turkey 
and ending up in Germany and Romania 
(Transcrime 2015). Criminal organisations use 
the same route in the opposite direction for 
trafficking synthetic narcotics, cocaine, marijuana, 
hashish and precursors (CSD 2002). Cigarettes 
also pass through this same channel. Bulgaria is 
an endpoint for one of the main ITTP flows from 
Serbia (see 2.3 Flows, p.21) (Transcrime 2015).

Changes in trafficking routes have moved the 
majority of seized tobacco products from the 
Greek to the Turkish border (UNODC 2014). 
The checkpoint Kapitan Andreevo, on the 
Turkish border, recorded the highest tobacco 
seizures in 2015 (BUST).

Corruption is widespread in the Eastern 
Balkan hub. Romania, Greece and Bulgaria have 
the highest Corruption Perception Index in the EU 
(Transparency International 2014). Macedonian 
and Serbian have organised criminal groups 
that adopt different forms of corruption to 
infiltrate legal businesses (Papandrea 2014). In all 
countries in the hub, corruption often occurs 
in a number of public institutions, including 
customs offices (World Bank 2001; Gounev and 
Bezlov 2010; Butler 2011; UNODC 2011; UNODC 
2013). 

In Bulgaria, organised groups corrupt 
officials (see Crime context, p. 32) at border 
checkpoints to facilitate the ITTP (CSD 2009; 
Basu 2014; Georgieva 2014; CSD 2015c). 
Officers might facilitate the import and export 
of illicit cigarettes in the country (Basu 2014; 
Georgieva 2014; CSD 2015c). In Bulgaria, they may 
help smugglers pass the border’s checkpoints 
without controls (see box Paskal’s smuggling 
network) (Focus radio 2014; Trud Daily 2015). For 
this reason, the Bulgarian Ministry of Interior has 
adopted new anticorruption methods for 2016 
that include the verification of employees’ assets 
declarations, tests to check how they react in cases 
of bribes and task rotation of functionaries (Bgnes 
2015; Council of Ministers 2015).

Enforcement actions

In Bulgaria, between 2010 and 2015, the 
seizures of tobacco products decreased.  
After reaching record levels in 2010 and 2011 (636.4 
and 658.1 mn sticks, respectively), seized volumes 
in Bulgaria have constantly decreased (Figure 9, 
p.38). In 2014, Bulgarian authorities seized around 
74.7 mn sticks, while in the first semester of 2015, 
they seized 49.4 mn (Bulgarian Customs 2015; 
Bulgarian Ministry of Interior 2015). Tobacco 
seizures increased until the 2013 peak of 
363.7 tonnes (Bulgarian Customs 2015; Bulgarian 
Ministry of Interior 2015). Afterwards, they 
decreased to 203.8 tonnes in 2014 and only 13.3 
in the first half of 2015 (Bulgarian Customs 2015; 
Bulgarian Ministry of Interior 2015).

The decrease in seizures may be due to the 
concentration of controls by customs officers 
along Bulgarian borders (Bulgarian Ministry of 
Interior 2013). In the past, due to the increasing 
role of Bulgaria as a transit country for irregular 
migrants along the Eastern Mediterranean route, 
customs officers prioritised irregular migration 
along these borders. Between 2010 and 2015, illicit 
cigarettes entered Bulgaria mainly at the port of 
Varna, on the Black Sea (76.8  mn cigarettes), 
Zlatarevo on the border with Macedonia (58.4 mn 
cigarettes seized) and Kapitan Andreevo on the 
border with Turkey (35.5 mn cigarettes) (BUST).

Paskal’s smuggling network

One of the biggest cigarette smugglers 
connected to organised crime is Nikolay 
Nikolov-Paskal. According to open sources, he 
is a former secret service agent working with 
the police and has been involved in the ITTP 
since the mid-1990s organising the import of 
cigarettes mainly through Turkey. In March 
2015, the authorities seized cigarettes worth 
almost BGN 150 mn from people participating 
in Paskal’s criminal scheme; their business 
is estimated to be almost BGN 1.0 bn a year. 
People from his criminal organisation are 
usually corrupt customs and police officers, 
especially at the Kapitan Andreevo checkpoint 
(Angelov 2015b; Angelov 2015a; Mitrev 2015).
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Figure 9. Seizures of cigarettes (mn sticks) 
and tobacco (tonnes) in Bulgaria (2010–
2015)58

Source: Transcrime elaboration on Bulgarian Customs (2015) and 

Bulgarian Ministry of Interior (2015) data

Efficient controls are necessary to detect the 
transfer of illicit tobacco products along the 
borders and inside the country. In Bulgaria, 
border controls may be vulnerable to corruption, 
facilitating the ITTP (see Crime context, p.36). 
Some border areas are more vulnerable than 
others, due to their position on the main ITTP 
routes, such as Kapitan Andreevo, Lesovo, Kulata, 
Kalontina, Ilinden and the green borders with 
Serbia and Macedonia (Frontex 2012).

Bulgarian legislation provides for 
administrative and criminal sanctions for 
the smuggling of tobacco products. The 
Custom’s Act imposes sanctions on the smuggling 
of tobacco products with an administrative fine 
that is between 200% and 250% of the retail sale 
price.60 The Bulgarian Criminal Code punishes 
contraband with deprivation of liberty from 
three to 10 years and a fine from BGN 20,000 
to BGN 100,000 (from €10,226 to €51,130). 
In minor cases, the punishment is a fine from 
BGN 100 to BGN 300 (€51–€153) imposed under 
administrative procedures, whereas in major 
cases the deprivation of liberty ranges from five 
to 15 years with a fine from BGN 50,000 to BGN 57. As 2015 data comprise only the first semester of the year, 

Transcrime doubled the seized quantities to have a projection for 
the year.
58. Transcrime calculated this share by dividing the annual cigarette 
seizures by the annual volume of illicit cigarettes (Bulgarian 
Customs 2015; Bulgarian Ministry of Interior 2015; Transcrime 2015).
59. This is 2013 data.                                                                              
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60. Art. 233 Custom’s Act.                                                                      
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Cigarette seizures account for a small part 
of the illicit market (Transcrime 2015). 
Between 2007 and 2011, the share of cigarettes 
seized by customs and police increased, reaching 
an estimated 24.5% of the total ITTP market in 
2011. Since 2012, this rate has decreased. In 2014, 
the illicit cigarettes seized accounted for 
about 3% of the ITTP market, while in 2015 
they accounted for about 2% (Figure 10).58  
These shares may overestimate the impact of law 
enforcement on the illicit market, as the authorities 
seize both products destined to Bulgaria and those 
transiting to other countries.
In the EU, 2013 seizures accounted for approximately 
6.7% of the estimated illicit cigarette market 
(Transcrime 2015). The share of cigarette seizures 
in 2014 was 0.2% in Macedonia, 0.1% in Serbia59 
and 9.6% in Turkey (Serbian Ministry of Interior 
2013; Customs Administration of the Republic of 
Macedonia 2015; Euromonitor International 2015a; 
KOM Presidency 2015).

Figure 10. Seized cigarettes (bn sticks), 
ITTP volumes (bn sticks) and share of seized 
cigarettes (% of the ITTP) in Bulgaria (2007–
2015)

Source: Transcrime elaboration on Bulgarian customs and police 

data
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200,000 (€25,565–€102,244).61 Bulgarian legislation 
considers smuggling of tobacco products as a 
serious crime, and so the sanctions are similar to 
those imposed for drug smuggling.62

Possible solutions

Effective policies against ITTP require the 
application of know-your-customer standards 
by importers, exporters and warehouse 
keepers (Duarte Gomes 2013; European 
Commission 2013; The Law Enforcement 
Alliance of America 2014). Other measures 
addressing licensed operators may contribute 
to countering the ITTP, e.g., the obligation to 
adopt measures by preventing the diversion of 
tobacco products and to ensure that all financial 
transactions comply with legal requirements (WHO 
FCTC 2013).

To further secure the distribution system, 
Bulgarian legislation might develop a 
tracking and tracing regime that facilitates 
determining the point of diversion of tobacco 
products into the illegal market (European 
Commission 2013; Interpol 2014; KPMG 2014; 
WHO FCTC 2014). The major multinational 
companies have put in place a tracking and 
tracing system using advanced digital coding 
technology printed directly onto product packaging 
(Joossens 2014). However, other Bulgarian 
companies have not yet introduced such systems. 
Bulgarian legislation may introduce a mandatory 
marking of all packs of tobacco products to 
determine the origin of the product (WHO FCTC 
2014). The indication of the final destination 
on the packs for wholesale and retail sales in 
the domestic market may assist in determining 
whether the products are legally for sale in the 
domestic market.

61. Art. 242 Criminal Code. The contraband is a criminal offence 
when it is committed by persons systematically practising such and 
activity by making use of a counterfeited document, by an official 
in direct connection with the customs authorities, in premeditation 
by two or more persons, by an individual implementing a decision 
of an organized criminal group or when it involves goods for 
commercial and industrial purposes in big quantities. Conversion 
rate 1 BGN = 0.5113 €, as of 30/12/2014 (European Central Bank 
2015).
62. Art 242.2 Criminal Code.

Enhancing the resources and capacity of law 
enforcement agencies may improve their 
deterrent impact. The effectiveness of national 
measures dealing with smuggling might increase, 
for example, by providing LEAs with modern 
scanners, snuff dogs and radars to accelerate 
control of vehicles (European Commission 2013). 
Real-time exchange of information among the 
authorities of neighbouring countries might 
facilitate the detection illicit tobacco products.

The introduction of hot-spot policing and 
opportunity reduction strategies may reduce 
Bulgaria’s illicit market. Intensified controls 
could be placed at vulnerable border checkpoints 
(ITTP hot spots), such as Kapitan Andreevo, Lesovo, 
Kulata, Kalontina and Ilinden. Identification could 
be improved regarding frequent cross-border 
purchasers of tobacco products allegedly for 
personal use. Moreover, the establishment of task 
forces could help to tackle large-scale actors and 
organised crime groups, who account for nearly 
90% of the illicit volumes.

Mantaining a balanced regulation of the retail 
trade, allowing more actors to participate 
in the legal sales of tobacco products, may 
diminish the involvement of traders in the ITTP.

Bulgarian authorities should maintain and 
efficiently implement new anticorruption 
measures that enter into force in 2016 to ensure 
the supervision of border checkpoint officials and 
reduce the corruption used by organised crime 
groups.

To prevent online sale of tobacco products, 
authorities should impose controls on this 
channel, e.g. by implementing stricter custom 
inspections on listed items and postal service 
checks for local and export purposes. 

Current controls over duty-free products 
should be maintained and improved. Further, 
assessing the impact of current sanctions by 
analysing sentencing practices is necessary 
to examine the level of enforcement in 
Bulgaria. 
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3.4 Consumption

Legal tobacco market

The legal sales of domestic tobacco products 
in Bulgaria have decreased since 2012, down 
to 11.3 bn cigarettes in 2014 (KPMG 2015a). 
As there is a close link between the legal and the 
illegal tobacco markets, the dynamics of the legal 
market, such as the tax and price policies, can 
affect the ITTP. In line with the decrease of the legal 
market, the Bulgarian ITTP has increased since 
2012 and decreased in 2015.

The tax-driven growth of cigarette prices 
contributes to raising the price differentials 
with some neighbouring countries. This 
might favour smuggling, bootlegging and illegal 
manufacturing, and thereby bring high profits 
to the ITTP actors through tax evasion (Guindon 
et al. 2013; Drenkard and Henchman 2015). In 

2015, the price of Bulgarian cheapest cigarette 
brand was BGN 4.2 (€2.2) per pack (BUST). 
Among EU countries in the hub, Bulgaria 
has the cheapest cigarettes (BUST). The 
biggest difference is with Greece, as Bulgarian 
cigarettes cost €1.1 less (Map 10). Compared 
with non-EU countries, Bulgaria has the 
most expensive cigarettes, due to a higher level 
of taxation (European Commission 2015c). The 
biggest difference is with Moldova, Ukraine and 
Macedonia, as Bulgarian cigarettes cost on average 
€1.7 more (Map 10).

Taxation policies have a high impact on the 
Bulgarian economy, as the country loses a 
substantial part of its potential revenues 
due to the ITTP (Industry Watch 2015). In 
2014, these lost revenues were an estimated 2.0% 
of the total tax income, or 0.6% of the country’s 
GDP (Industry Watch 2015). In 2015, the total 
tax share was 82.5% of the average price 
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Map 10. Prices of the cheapest cigarette brands in the Eastern Balkan hub (2015)

Source: Transcrime elaboration on BUST database
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(European Commission 2015d). Bulgarian tobacco 
taxes increased steadily from 76.3% of the retail 
price in 2007 to a peak of 88.7% in 2010.63 The same 
change happened to the excise yield, which rose 
sharply in 2010, reaching €79.4 per 1,000 sticks 
in 2015 (European Commission 2015c) (Figure 
11). The sudden increase in taxation in 2010 
was an effect of Bulgaria’s obligation to reach the 
minimum level of excise duties on tobacco products 
set by the EU (Ganev 2013). However, the rise of the 
taxation was not progressive and the tax increase 
due to the minimum EU requirements had many 
negative consequences, including the growth 
of the ITTP (Ganev 2013). Due to the excise tax 
hike, the average price increased by 30% in 
2010 (European Commission 2015d). Afterwards, it 
continued to grow, reaching €2.4 per pack in 2015. 
Due to these changes in taxation, in 2014 cigarettes 
were less affordable than those in 2008 (WHO 2015b).

Figure 11. Bulgarian taxation on cigarettes as 
%TIRSP (2007–2010) and %WAP (2011–2015)

Source: Transcrime elaboration on European Commission 

Excise Duty Tables (2015c) data

To reach the EU minimum excise duty on 
tobacco products by 2018, the Bulgarian 
government scheduled tax increases for 
2016, 2017 and 2018 (Andreevska 2014; 
Marinova 2014).64 This gradual growth of excise 
duty may correspondingly limit the growth of the 
illicit market (Ganev 2013). In November 2015, the 
Bulgarian National Assembly revisited the adopted 
plan to differentiate the tax increase for the various 
price categories of cigarettes. Some members 
of the National Assembly considered that these 

amendments may favour the manufacturers of 
cheaper cigarettes, namely Bulgartabac and KT 
International (see box ‘Bulgartabac and its political 
connections’) (Mediapool 2015b; Petrova 2015).
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Bulgartabac and its political connections

The ownership of Bulgartabac has changed 
several times over the past few years, but 
the lack of transparency and some indirect 
evidence have persistently raised concerns 
over the company’s ties with the Bulgarian 
political elite (Boncheva 2014; Vasileva and 
Mihaylova 2014; Bivol 2015b). In August 2015, 
these speculations were confirmed and Mr. 
Delyan Peevski, a member of the National 
Assembly, officially revealed part of his share in 
the company (Registry Agency 2015; Offnews 
2015). Peevski is a representative of the Rights 
and Freedom Movement (Движение за права и 
свободи—DPS), a party with electoral support 
from the Turkish and Roma minority, which 
has accumulated significant political and 
economic influence in the country during the 
transition period (Vaksberg 2015). The leverage 
of Bulgartabac on the Bulgarian political arena 
may have led to several lobbied legislative 
amendments, such as a smaller increase of 
excise duties for the lower-priced cigarettes 
(see The legal tobacco market, p.40); the repeal 
of the ban on the production of cigarette tubes 
(see The legal tobacco market, p.27); and the 
delay of the introduction of tracing devices 
(see The legal tobacco market, p.34) (Nikolova 
2015a; Mediapool 2015b; Clubz 2015; Nikolova 
and Zhelyazkov 2014). In addition, Turkish 
media refers to Peevski as “the emperor 
of smuggled cigarettes”, because of  the 
presence of illicit Bulgartabac cigarettes on 
the Turkish market (Kartoglu 2016). Turkish 
authorities have confirmed the allegations 
(KOM Department 2015). In March 2016, 
following the suspension of a number of public 
contracts with his firms, Peevski sold his overt 
Bulgartabac shares, claiming he wants to avoid 
discrediting the company (Ivanova 2016).

63. Until 2010, the total tax was expressed as a percentage of tax 
included retail selling price (TIRSP). From 2011, it is indicated as a 
percentage of weighted average price (WAP).

64.  The EU Directive 2011/54/EU establishes that the overall excise duty 
on cigarettes shall represent at least 60% of WAP of cigarettes released 
for consumption during the previous year, and the excise duty shall not 
be less than EUR 90 per 1,000 cigarettes for all cigarettes, irrespective 
of the weighted average retail selling price. Art. 39 EDTWA.
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Socio-economic conditions

The high unemployment and low wages in 
the Eastern Balkan hub have an impact on 
illicit tobacco consumption (see The socio-
economic conditions, p.31). The purchasing 
power of the population in the Eastern Balkan hub 
has remained low over the past few years. In 2012–
2014, Bulgaria had the lowest Actual Individual 
Consumption (AIC)65 per capita in the EU—51% of 
the EU average. In 2014, Serbia and Macedonia 
recorded low AICs per capita (more than 53% 
below the EU average). Although the increase of 
the consumption power in Romania and Turkey 
slowed in the last few years, they still exceeded 
EU average levels at 57% and 59%, respectively. 
Conversely, Greece’s AIC decreased sharply from 
106% in 2009 to 83% in 2014 (Eurostat 2015a).
Reduced purchasing power increased the 
attractiveness of illicit tobacco products. The 
prevalence of illicit tobacco (mn sticks per 100,000 
inhabitants) rose 76% between 2008 (36.0 mn) 
and 2010 (63.2 mn) and then dropped 42% in 2011 
(36.5 mn). For the past three years, consumption 
has remained stable at around 34.5 mn sticks 
(Transcrime 2015). 

Contraction in legal cigarette consumption 
may increase demand for illicit tobacco 
products. Between 2008 and 2010, cigarettes 
became less affordable in Bulgaria (see The socio-
economic conditions, p.31) causing a drop of almost 
27% in legal cigarette consumption, even though 
the smoking population remained the same (KPMG 
2014a; Transcrime 2015). These changes may force 
consumers to seek lower prices in illicit tobacco 
markets (Adkison et al. 2015). 
Disadvantaged socio-economic 
circumstances may cause the spread of 
the ITTP (Bruns, Miggelbrink, and Muller 2011; 
Loubeau 2012b). Indeed, the number of illicit 
tobacco products decreased after the crisis in 
Bulgaria (Transcrime 2015).

The increased tobacco taxation has favoured 
the consumption of illegal HRT (Industry 
Watch 2015). The sharp tax increase in 2010 led 
to the fivefold growth in the consumption 
of illegal HRT (Industry Watch 2015). The illicit 
trade in untaxed HRT is more convenient, and it is 
becoming a common alternative for legal cigarettes 
(Monitor Daily 2015).

Enforcement actions

In the recent years, tobacco companies have 
adopted public awareness campaigns against 
the consumption of illegal tobacco products 
in Bulgaria (Joossens and Raw 2012). The first 
awareness campaign began at the end of 2014. 
Five tobacco companies (Bulgartabac, BAT, JTI, IT 
and PMI) came together in an initiative, ‘Against the 
illegal trade’, supported by the Ministry of Interior, 
the Custom’s Agency, the CSD and the tobacco 
producer associations. The main message of the 
campaign was that by buying illegal cigarettes, 
the consumers were supporting different 
types of organised crime, e.g., human trafficking, 
illicit weapons trading and drug dealing (Briag 
News 2014). In 2015, Bulgartabac launched 
a national awareness campaign against the 
smuggling of tobacco products (Bulgartabac 
2015; Monitor Daily 2015).66 Bulgarian media 
criticized the campaign because it was printed 
along with Bulgartabac’s trademark and this 
combination might be seen as an advertisement 
for the company, despite the advertisement ban 

(Nikolova 2015b).67 

The Custom’s Act targets the consumers of 
smuggled products. The act sanctions not only 
who sells but also anyone who buys smuggled 
products and provides for their confiscation.68 The 
penalty, increased in 2013, ranges from BGN 300 to 
BGN 2,000 (€153–€1,023).69  This measure might 
impose an excessive burden upon law enforcement 
agencies. 

65. This refers to all goods and services actually consumed by 
households. It encompasses consumer goods and services 
purchased directly by households, as well as services provided 
by non-profit institutions and the government for individual 
consumption (e.g., health and education services) (Eurostat 2015a).

66. In partnership with the Ministry of Finance, the Customs 
Agency, the National Association of Tobacco Growers 2010 and the 
Association of Oriental Tobacco Growers.
67 Art. 35 TTPA.
68. Art. 235 Custom’s Act.                                                                     
69. Conversion rate 1 BGN = €0.5113, as of 30/12/2014 (European 
Central Bank 2015).
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Bulgaria signed cooperation agreements 
against different forms of organised crime 
with neighbouring countries. Bulgaria has 
agreements on combating terrorism, organised 
crime, drug trafficking and other serious crimes 
with Macedonia, Romania, Serbia and Turkey. 
Moreover, police cooperation agreements 
exist with Greece, Macedonia, Romania and 
Serbia (Bulgarian Ministry of Interior 2012). In 
2015, Bulgaria, Greece and Turkey concluded 
an agreement establishing police and customs 
cooperation to combat illegal migration. Similar 
agreements are already in place with Macedonia, 
Romania and Serbia (BTA 2015; Ekathimerini 2015). 
These agreements might indicate that it is possible 
to address the ITTP in a more specific and inter-
governmental way.

Possible solutions

To combat illicit trade, Bulgarian legislation 
may implement tracking and tracing regimes 
(Loubeau 2012a). The WHO FCTC recommends 
developing a practical tracking and tracing regime 
to further secure the distribution system and assist 
in the investigation of illicit trade (WHO 2003). 
Bulgarian policymakers may consider existing 
practices developed by the industry and/or in other 
EU countries and oblige all local manufacturers 
and distributors/importers of tobacco to adopt such 
a regime.
To fight tax evasion, the authorities may analyse 
supply-chain movements; develop risk assessment 
strategies; and improve cooperation between 
tax, customs and law enforcement authorities 
(European Commission 2015b).
Tax increases (e.g. the excise yield increase) 
should follow medium- to long-term 
schedules. Bulgaria should secure the consistent 
implementation of the adopted schedule with 
limited changes, though this it might create a 
predictable business enviroment for legal entities, 
and disrupt the illicit trade.

To maximize the impact of public awareness 
campaigns, Bulgarian authorities should 
take over their implementation and design, 
and then evaluate their social impact and 
acceptance.

Bulgaria has not yet signed specific 
cooperation agreements on the ITTP with 
law enforcement agencies of neighbouring 
countries. Government and customs need to 
sign these agreements to increase international 
cooperation and data exchange, thereby reducing 
the vulnerability of Bulgarian borders (Transcrime 
2015). Further, Bulgarian Customs should keep 
focusing on the ITTP, to reduce the illicit cigarette 
market.
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Conclusions

This report analyses the Eastern Balkan hub for 
illicit tobacco. The innovative approach of this study 
focuses on the four phases of the ITTP cycle and 
underlines how the four key vulnerabilities (legal 
market, socio-economic conditions, crime context 
and enforcement actions) significantly influence 
each phase of the ITTP cycle and generate 
conditions for the development of the hub.

The ITTP is a serious problem for the Eastern 
Balkan hub because it fuels organised crime, 
deprives the state of budget revenues and causes 
damage to persons involved in the legal market. 
Between 2007 and 2014, the ITTP increased 
in almost all countries of the hub due to price 
increases, poor regulations and ineffective controls. 
In 2014, most countries in the Eastern Balkan hub 
recorded high levels of ITTP, especially Greece, 
Turkey and Bulgaria. 

The main products smuggled in the hub are 
illicit whites due to the presence of local 
tobacco manufacturers potentially involved in the 
distribution of these products. Different sources 
may lead to the conclusion that K T International 
and Bulgartabac are involved in this.

Bulgaria is a key country in the European ITTP as 
a starting, transit and ending point for illicit 
products. Moreover, more than one-fifth of illegal 
cigarettes circulating in the Eastern Balkan hub 
have Bulgaria as destination. 

This study estimated that between 6,000 and 9,000 
people may be involved in the ITTP in Bulgaria. 
Whereas most people are mainly involved in small-
scale ITTP, a small number of large-scale actors are 
responsible for nearly 90% of the illicit trade. 

Conclusions and
recommendations

Several factors influence the illicit trade in 
the Eastern Balkan hub.

The lack of legislative measures on key 
components (e.g., the absence of controls for key 
inputs, ineffective licensing systems at every level 
of the supply chain and the absence of tracking and 
tracing regimes applicable to all manufacturers) 
increases the opportunities for the ITTP. 

The disadvantaged socio-economic 
context, such as the high risk of poverty, high 
unemployment, low household expenditures, low 
purchasing power, as well as the lower affordability 
of legal cigarettes, can increase the shadow 
economy and create demand for illegal tobacco 
products.

The involvement of organised crime 
groups in the ITTP may provide established 
criminal structures and routes and links with 
the government institutions and criminal know-
how. As a result, the ITTP brings high criminal 
proceeds, commonly used for funding other 
criminal activities, such as drug dealing and human 
trafficking. 

The widespread corruption in the hub may 
favour contraband, bootlegging and ant smuggling 
and it is exploited by organised groups. 
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• To reduce the vulnerability of the borders, law 
enforcement agencies should sign cooperation 
agreements on the ITTP to increase data 
exchanges and conduct joint actions against the 
illicit trade. 

• Customs and police officers should focus on 
the reduction of opportunities for the ITTP 
through specific prevention strategies. For 
example, they should increase the controls 
over legal operators to avoid the diversion of 
cigarettes; they should identify frequent cross-
border purchasers to reduce contraband of 
tax-paid products; and they should introduce hot-
spot policing strategies, e.g., by strengthening 
controls at vulnerable border checkpoints and 
intensifying actions against large-scale actors.

• Better data on current sentencing practices 
would enable an evaluation of the effectiveness 
of existing sanctions against the ITTP. 

• The availability of reliable, periodic, official 
estimates of the illicit market across 
the Eastern Balkan hub would support the 
implementation of strategies of hot-spot policing 
and/or reducing criminal opportunities. 

Surveys and studies should improve the 
knowledge of the demand for illicit tobacco 
products in the Eastern Balkan hub. Identifying the 
socio-economic characteristics of consumers and 
their motivations to turn to the illicit market would 
enable the authorities to target the population with 
effective communication strategies to reduce the 
demand for illicit tobacco products. 

Recommendations

The results of this study enable to formulate the 
following recommendations for fighting and 
preventing the ITTP in the Eastern Balkan hub: 

• Governments should implement measures to 
regulate the supply of key inputs, exploited 
for the illegal manufacturing of cigarettes; for 
example, by controlling the filters and semi-
manufactured products produced in the country 
that are not diverted to the illicit market. They 
should also check that the imports of acetate tow 
meet the quantities needed by the national legal 
production.

• The application of a tracking and tracing 
regime for all manufacturers may secure the 
supply chain by preventing the diversion of legal 
products into the illegal market. This would allow 
a systematic monitoring of the movement of the 
legal tobacco products through the supply chain 
as well as of the people involved in the tobacco 
market.

• Countries should consider adopting effective 
licensing systems at every level of the supply 
chain (e.g., manufacture, wholesale and retail). 
Licensing alone cannot effectively curb the 
ITTP because it creates the risk of corrupt and 
fraudulent practices, e.g., bribing authorities 
to issue licences. However, adopting a shared 
national database and reporting systems that 
allow real-time control might improve licensing.
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