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ESTIMATES OF THEILLICITCIGARETTE MARKET
AT THE SUBNATIONAL LEVEL IN THE EU MEMBER
m  STATES (2006-2013)

The study estimates the subnational
size of the ITTP across EU Member
States from 2006 to 2013. For each year
considered, the estimated illicit market
(IM) for area ris:

IM =IM_-S -EP_ (1)

Where M is the national estimate of
the ITTP, S, is a factor considering the
smoking population at subnational
level, and EP_is a factor considering
the prevalence of non-domestic and

counterfeit cigarettes at subnational level.

1.1 SUBNATIONAL AGGREGATIONS

The study calculates the annual
prevalence of illicit cigarettes on
subnational territorial aggregations
(hereinafter areas). For most EU Member

States, the estimation is at the NUTS2
level areas.! The following countries have
different areas due to the available data
on S_and/or EP :

- Cyprus, Luxembourg and Malta: areas
at the NUTS1 level due to the absence of
multiple NUTS2 or NUTS3 areas;

- Estonia, Latvia and Lithuania: areas
at the NUTS3 level because NUTS2
corresponds to the national level;

- Finland: six macro-areas (Eastern
Finland, Middle Finland, Northern Finland,
Southeastern Finland, Western Finland
and Uusimaa), according to the available
data on the smoking population;

- Germany: eight macro-areas “Nielsen-
Gebiete” (Baden-Wurttemberg; Bayern;
Berlin; Hessen, Rheinland-Pfalz,

Table 1. KPMG estimates of C&C cigarettes, billion sticks (2006-2013)

Source: Transcrime elaboration on KPMG data

Saarland; Mecklenburg-Vorpommern,
Brandenburg, Sachsen-Anhalt;
Nordrhein-Westfalen; Schleswig-
Holstein, Hamburg, Bremen,
Niedersachesen; Thuringen, Sachsen),
according to the EP_data that Yellow
Bag Survey provided (see section Empty
Pack Surveys (EPSs), p.6);

- Ireland: three administrative areas
(Leinster, Munster and Connacht-

Ulster) due to the available data on the
smoking population.

1.2 DATA AND CALCULATIONS
NATIONAL ESTIMATE OF THE ITTP (IM )

The study adopts the national annual
estimate of contraband and counterfeit
cigarettes (C&C) provided by KPMG's
Project Star/Sun (Table 1).

Country 2006 2007 2008 2009 2010 2011 2012 2013
Austria 1.74 1.98 1.51 1.34 1.41 1.85 1.50 0.95
Belgium 0.86 0.77 0.68 1.27 0.73 0.71 0.88 0.79
Bulgaria* N.A. 2.19 2.75 3.26 4.78 2.69 2.08 2.51
Croatia** N.A. N.A. N.A. N.A. N.A. N.A. N.A. 0.25
Cyprus 0.02 0.03 0.03 0.03 0.01 0.01 0.03 0.07
Czech Republic 0.06 0.06 1.30 1.09 0.94 0.56 0.34 0.42
Denmark 0.15 0.15 0.51 0.28 0.34 0.23 0.17 0.23
Estonia 0.42 0.24 0.15 0.46 0.33 0.33 0.38 0.35
Finland 0.64 1.08 1.07 0.85 0.95 0.93 1.01 0.88
France 8.45 10.04 11.55 9.20 9.29 10.74 10.34 9.64
Germany 12.11 10.39 11.53 12.73 13.09 13.96 11.47 11.31
Greece 1.22 1.85 0.72 0.97 1.83 2.70 3.12 3.94
Hungary 3.26 1.69 1.35 1.03 0.78 0.49 0.42 0.72
Ireland 0.74 1.22 1.60 1.44 1.15 0.99 0.97 0.97
Italy 4.40 4.31 2.00 3.40 4.55 4.81 7.29 3.68
Latvia 0.27 0.17 0.19 0.75 1.02 0.83 0.73 0.68
Lithuania 2.30 1.60 0.89 1.1 1.61 1.10 0.90 0.97




Country 2006 2007 2008 2009 2010 2011 2012 2013
Luxembourg 0.04 0.04 0.04 0.05 0.06 0.02 0.02 0.01
Malta 0.04 0.04 0.03 0.03 0.06 0.07 0.06 0.07
Netherlands 4.59 2.97 1.45 0.60 1.78 1.58 1.64 1.31
Poland 3.80 4.69 4.92 7.07 5.77 6.68 6.20 6.10
Portugal 0.63 0.33 0.47 0.26 0.26 0.33 0.27 0.19
Romania* N.A. 2.22 313 4.55 5.30 3.08 2.52 2.90
Slovakia 0.32 0.13 0.44 0.07 0.09 0.05 0.06 0.11
Slovenia 0.32 0.22 0.60 0.28 0.21 0.23 0.25 0.22
Spain 2.06 1.85 2.13 1.94 1.76 4.64 4.13 4.43
Sweden 0.95 0.92 0.94 0.68 0.68 0.61 0.78 0.66
UK 7.77 9.39 8.55 6.75 5.38 5.01 8.18 4.25

Note: * Romania and Bulgaria joined the EU in 2007. KPMG has included these countries in the Star Report since 2007. The estimate for 2007 is used as a proxy for 2006.
** Croatia became an EU member in 2013; the study produces estimates only for 2013.

SUBNATIONAL SMOKING POPULATION (S)

S, is the ratio between smokers in the
arear (Sm ) and smokers in the entire
country (Sm ) in any given year.

Sm,

S = (2)

Sm.

Data on smokers are collected from
national statistical offices, the OECD, the
European Health Interview Survey (EHIS)
or existing scientific literature. In general,
the sources include populations below
the minimum legal age for purchasing/
smoking cigarettes. Most sources identify
the population of daily smokers whose
age is more than 14 years. However, the
age cohorts surveyed are different for
some countries (Table 2, p.4).

Data on smoking prevalence are normally
reported as a share of the population

per area. In this case, Sm_and Sm_

are calculated as the product of the
subnational/national share of smokers
and the subnational/national resident
population. Data on population report the
number of residents above 14 years old

in each NUTS2 subnational aggregation.
For Estonia, Latvia, Lithuania and Finland,
population data are at the NUTS3 level.
The data source is Eurostat.

For some countries, data on smokers are
unavailable for the selected areas and/
or for the entire 2006-2013 period (Table
2, p.4).2 Missing data are imputed as
follows:

- in Germany, data on smokers are
available for a smaller spatial unit than
the one considered in the analysis.

The study aggregates available data,
weighting them for the resident
population;

- in Austria, France, Ireland, Slovenia,
Spain and Sweden data for the selected
areas are available for two or more
years but not for the entire period. If the
missing data is between two periods for
which the data is available, the missing
data is imputed through the average of
the available years; elsewhere, missing
data are imputed with the closest year;

- in Bulgaria, Denmark and Portugal, data
at the NUTS2 level are available for one
year. The study uses the only available
year;

- in the Czech Republic, Slovakia and
the UK, no data at the NUTS2 level
are available. The study imputes the
NUTS1 values at the corresponding
NUTS2 subnational aggregations. As
for years, missing data are imputed
through the average of the available
years; elsewhere, this is done with the
closest year;

- in Belgium and Poland, NUTS1 values
are available for a single year. NUTS1
data are imputed at the corresponding
NUTS2 subnational aggregations and
kept constant in time;

- in Croatia, Estonia, Greece, Hungary,
Latvia, Lithuania, the Netherlands
and Romania, data on smokers for
subnational aggregation are available
for no year. In these cases, S is
calculated on the resident population in
the area;

- in Cyprus, Luxembourg, and Malta the
analysis is conducted at the national
level. Therefore, availability of data on
smokers is irrelevant.




Table 2. Available data on smokers

Source: Transcrime elaboration on different sources

Country

Description

Disaggregation

Years

Source

Austria

Persons >15y.0. who declare
smoking at least one cigarette
daily

NUTS 2

2006-2007

National Institute of Statistics

Belgium

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 1

2008

National Institute of Statistics

Bulgaria

Persons >14 y.o0. who declare
smoking at least one cigarette
daily

NUTS 2

2008

EHIS

Croatia

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 0

2007; 2012

National Institute of Statistics

Cyprus

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 2

2010

OECD

Czech
Republic

Persons >14 y.o0. who declare
smoking at least one cigarette
daily

NUTS 1

2008-2010

OECD

Denmark

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 2

2010

National Institute of Statistics

Estonia

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 0

2006; 2008; 2010

OECD

Finland

Persons b/w 15-64 y.o. who
declare smoking at least one
cigarette daily

Subnational

2006-2013

National Institute of Statistics

France

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 2

2008; 2011

ODICER ODFT

Germany

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 1

2009; 2010; 2012

Lampert 2010

Greece

Persons >14 y.o0. who declare
smoking at least one cigarette
daily

NUTS 0

2008; 2010

OECD

Hungary

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 0

2010

OECD

Ireland

Persons >14 y.o. who declare
smoking at least one cigarette
daily

Subnational

2006-2012

National Institute of Statistics

[taly

Persons >13 y.o. who declare
smoking at least one cigarette
daily

NUTS 2

2006-2013

ISTAT

Latvia

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 0

2008

OECD

Lithuania

Persons >14 y.o. who declare
smoking at least one cigarette
daily

NUTS 0

2010

OECD




Country Description

Disaggregation Years

Source

Luxembourg
daily

Persons >14 y.o. who declare
smoking at least one cigarette

NUTS 2 2006-2012

OECD

daily

Persons >14 y.o. who declare
Malta smoking at least one cigarette

NUTS 2 2010

OECD

Netherlands
daily

Persons >11y.o0. who declare
smoking at least one cigarette

NUTS 0 2010-2012

OECD

daily

Persons >14 y.o. who declare
Poland smoking at least one cigarette NUTS 1 2009

National Institute of Statistics

Portugal
daily

Persons >9 y.o. who declare
smoking at least one cigarette

NUTS 2 2006

National Institute of Statistics

Romania
daily

Persons >14y.0. who declare
smoking at least one cigarette

NUTS 0 2010

OECD

Slovakia
daily

Persons >14 y.o. who declare
smoking at least one cigarette NUTS 1 2010

OECD

Slovenia
cigarette daily

Persons b/w 15-64 y.o who
declare smoking at least one

NUTS 2 2008-2012

National Institute of Statistics

daily

Persons >14 y.o. who declare
Spain smoking at least one cigarette

NUTS 2 2006-2011

National Institute of Statistics

Sweden
daily

Persons >14 y.o. who declare
smoking at least one cigarette

NUTS 2 2006-2010

National Institute of Statistics

daily

Persons >14 y.o. who declare
UK smoking at least one cigarette NUTS 1

2006-2011

National Institute of Statistics

SUBNATIONAL PREVALENCE OF NON-
DOMESTIC AND COUNTERFEITS (EP)

EP _is the ratio between the subnational
prevalence of non-domestic and
counterfeit cigarettes (ND%/) and the
average prevalence of non-domestic and
counterfeit cigarettes among all areas
(ND%,).

ND%.
EP= —

== (3)
ND%,

ND%, is calculated as follows:

(NDs, - CBs)
TOTs,

ND%, = (4)

Where NDs _is the number of non-
domestic sticks in area r; CBs_is the
estimated number of cross-border
purchases in arear, and TOTs is the
total number of sticks collected within
area rin any year.® The source for the
calculation of NDs , CBs_and TOTs_are
EPSs.4




Empty pack surveys (EPSs)

EPSs collect cigarette packs from
streets and bins from a sample of cities
in each EU Member State. Packs are
subsequently analysed, and data, such as
manufacturer, brand, pack size, market
variant and other details, are collected.
Details about EPSs are provided in Table 3
and Table 4 (p.7).

EPSs are missing for some years in a few
countries (Table 4, p.7):

- for Cyprus, Czech Republic and
Denmark, missing ND%_values are
imputed through the average of the
previous and following years;

- for Malta, 2007, 2008 and 2009 ND%_are
imputed through the weighted average

of 2006 and 2010 values, where the
weights are given by the reciprocals
of the temporal distances between the
missing data and the available ones,
expressed in years;

- for Bulgaria, 2006 ND%, values are not
imputed, and the report provides no
estimate for Bulgaria in 2006.

Table 3. EPSs data: sample size, available years, disaggregation and number of cities per country

Source: Transcrime elaboration on EPSs data

Country Sample (packs) Years Disaggregation Cities (range per wave)
Austria 145,158 2006-2013 NUTS 2 191-427
Belgium 62,067 2006-2013 NUTS 2 18-38
Bulgaria 49,002 2007-2013 NUTS 2 7-26
Croatia 17,101 2006-2013 NUTS 2 6-8
Cyprus 6,000 2006; 2008; 2010-2013 National 4
Czech Republic 123,510 2006; 2008-2013 NUTS 2 20-30
Denmark 33,991 2006; 2008-2013 NUTS 2 6
Estonia 34,200 2006-2013 NUTS 3 6-14
Finland 39,998 2006-2013 Subnational 10
France 127,450 2006-2013 NUTS 2 51-118
Germany* 193,681 2006-2013 Nielsen 22-33
Greece 84,290 2006-2013 NUTS 2 11-27
Hungary 129,005 2006-2013 NUTS 2 14-41
Ireland 53,986 2006-2013 Subnational 8-22
Italy 139,228 2006-2013 NUTS 2 40-41
Latvia 53,798 2006-2013 NUTS 3 7-25
Lithuania 71,540 2006-2013 NUTS 3 9-10
Luxembourg 2,900 2006, 2007, 2009-2013 National 1-7
Malta 5,150 2006, 2010-2013 National 4-8
Netherlands 68,042 2006-2013 NUTS 2 14-49
Poland 224,786 2006-2013 NUTS 2 40-70
Portugal 35,210 2006-2013 NUTS 2 10-13
Romania 125,786 2006-2013 NUTS 2 24-66
Slovakia 49,321 2006-2013 NUTS 2 18-25
Slovenia 20,949 2006-2013 NUTS 2 8
Spain 130,211 2006-2013 NUTS 2 22-57
Sweden 49,747 2006-2013 NUTS 2 12-28
UK 143,543 2006-2013 NUTS 2 37-105

Note: * German EPSs (also known as the Yellow Bag Survey] use a different method: the estimation is based on the monthly collection of empty cigarette packs in

selected recycling facilities. Fifty-one collection points were chosen for the German sample and combined to form the eight “Nielsen-Gebiete”, which is a classification of
the German L&nder, taking into account social, structural, demographic and commercial characteristics (Calderoni et al. 2013).




Table 4. Number of waves of EPSs per country and year

Source: Transcrime elaboration on EPSs data

Country 2006 2007 2008 2009 2010 2011 2012 2013
Austria Qs Q3 Q2, Q4 Q2 Q2, Q4 Q2, Q4 Qs Q2, Q4
Belgium Q3 Q3, Q4 Q3 Q4 Q1,02,03 | Q2, Q4 Q2, Q4 Q2, Q4
Bulgaria NA. Q3 Q2 Q2 Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4
Croatia af Y Q2 Q4 Q4 Q4 Qs Qs
Cyprus Q2 NA. Qs NA. Qs Q4 Qs Qs
EZ‘;ET)“C Q3 N.A. Q3 2, Q3 Q2, Q3 a2, a3 Q2,03 Q2,03
Denmark Q2 NA. Q2 Q2 Q2 Q2 Q2, Q4 Q2
Eatonia Y Q3 Qs Q2 Q4 Q2,03,04 |Q2, Q4 Q2, Q4
Finland Q3 Q2 Q2 Q2 Q2 Q2 Q2 Q2
France Q3 Qs Q3 Qs Q4 Q2, Q4 Q2, Q4 Q2, 03, Q4
S Q1,02,03, |Q1,02,Q3, |Q1,02.Q3, |Q1,Q2,03, |Q1,Q2,03, |Q1,02,Q3, |Q1,Q2 Q3, |Qi, Q2 Q3,
Q4 Q4 Q4 Q4 Q4 Q4 Qs Qs
Greece Q2 Q2 Q2 Q2 Q2,03,Q04 |Q1,02,03 |Q2, Q3 Q2
Hungary Q2 Q2 Q2 Q2 Q2 Q2 Q2 Q2
[reland Q3 Q3 Qs Qs Q3, Q4 Q2, Q4 Q2, Q4 Q2, Q4
ltaly Y Q2 Q2 a1, Q4 Q2, Q4 Q2, Q4 Q2, Q4 Q2, 03, Q4
Latvia Y Y Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4
Lithuania Q3 Q2 Y Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4 Q2, Q4
Luxembourg | Q3 Q4 Q4 Q1,02,03 |Q1,02,Q3 |Q2 Q4 Q2, Q4 Q2, Q4
Malta Q2 NA. NA. NA. Qs Qs Qs Qs
Netherlands | Q3 Q3 Q2,03 Q2 Q2 Q203,04 |Q2, Q4 Q2, Q4
Poland a3 Q3 Q3 Q4 Q2 Q2 Q2 Q2
Portugal Q3 Q2 Q2 Q2 Q2 Q2 Q2 Q2
Romania a3, Q4 a3 Y Q2, Q4 Q2, Q4 Q2, Q4 Q2,03,Q4 |Q2, Q4
Slovakia a1, a3 Q3 Q3 Q2, Q4 Q2 Q2 Q2 Q2
Slovenia Q3 Q3 Q3 Q4 Q4 Q4 Qs Qs
Spain Q3 Y Y Q2 Q2 Q2, Q4 Q2, Q4 Q2, Q4
Sweden Y Y Y Q2 Q2 Q2 Q2 Q2
UK Q3 Q3 Q4 Q4 Q4 Q2, Q4 Q2, Q4 Q2, 03, Q4

EPSs data are unavailable for some areas
for some years or for the entire period

(Table 5, p.8).

In these cases, the estimation imputes
missing data through two methods.

1. Data missing for some years. The
ND%, is imputed through the adjusted
average of the corresponding values of

the neighboring areas (ADJ AVERAGE
in Table 5, p.8]. Whenever the area is

anisland, the ND%_is imputed through

the adjusted average of the values of
all of the other areas.

. Data missing for the entire period.

The ND%_ is imputed through the
average of the corresponding values
of the neighboring areas (AVERAGE in

Table 5, p.8). Whenever the area is an
island, the ND%, is imputed through
the average of all of the other areas
for calculation purposes. However,
the final estimates of these areas

are omitted from the final report for
precautionary reasons (DROP in Table

5, p.8).




Table 5. Imputation of EPSs missing data: missing area, missing years and adopted solution per country

Source: Transcrime elaboration on EPSs data

Country Areas Missing years Solution
Belgium Province of Luxembourg (BE) 2008-09 ADJ AVERAGE
Walloon Brabant 2008-09; 2011-13 ADJ AVERAGE
Denmark Region Zealand 2006-2013 AVERAGE
Estonia Kesk-Eesti 2006-2011 ADJ AVERAGE
France Corsica 2006-2013 DROP
Central Greece 2006-2011 ADJ AVERAGE
East Macedonia and Thrace 2006-2009 ADJ AVERAGE
Epirus 2006-2011 ADJ AVERAGE
— lonian Islands 2006-2011 ADJ AVERAGE
South Aegean 2006-2011 ADJ AVERAGE
West Greece 2006-2011 ADJ AVERAGE
West Macedonia 2006-2009 ADJ AVERAGE
North Aegean 2006-2013 DROP
Basilicata 2006-2013 AVERAGE
Molise 2006-2013 AVERAGE
ftaly Aosta valley 2006-2013 AVERAGE
Sardinia 2006-2013 DROP
Latvia Vidzeme 2006-2008 ADJ AVERAGE
Lithuania Taurage County 2006-2008 ADJ AVERAGE
Drenthe 2006-2008 ADJ AVERAGE
s Friesland 2006-2011 ADJ AVERAGE
Limburg 2006-2008 ADJ AVERAGE
Zeeland 2006-2013 AVERAGE
Alentejo 2006-07; 2011-13 ADJ AVERAGE
Portugal
Algarve 2006-07; 2011-13 ADJ AVERAGE
Cantabria 2006-2011 ADJ AVERAGE
Castilla-La Mancha 2006-2011 ADJ AVERAGE
) Extremadura 2006-2011 ADJ AVERAGE
>pain La Rioja 2006-2011 ADJ AVERAGE
Navarre 2006-2011 ADJ AVERAGE
Balearic Islands 2006-2013 DROP
Middle Norrland 2006-2013 AVERAGE
Sweden North Middle Sweden 2006-2011 ADJ AVERAGE
Upper Norrland 2006-2011 ADJ AVERAGE
Cheshire 2006-2013 AVERAGE
Cornwall and Isles of Scilly 2006-2013 AVERAGE
Cumbria 2006-2013 AVERAGE
K Herefordshire, Worcestershire and Warwickshire 2006-2013 AVERAGE
Highlands and Islands 2006-2013 AVERAGE
Kent 2006-2010 ADJ AVERAGE




Country Areas Missing years Solution
Lincolnshire 2006-2010 ADJ AVERAGE
North Yorkshire 2006-2008 ADJ AVERAGE

UK Shropshire and Staffordshire 2010-2013 ADJ AVERAGE
Surrey, East and West Sussex 2006-2008 ADJ AVERAGE
Tees Valley and Durham 2006-2009 ADJ AVERAGE

Cross-border purchases (CB )

Areas at the national borders may show
a higher presence of non-domestic
cigarettes coming from neighboring
countries due to legal cross-border
purchases. Therefore, a number of
non-domestic cigarettes collected in

the area r of country k and coming from
neighboring countries j (CBs ] represents
what are considered legal cross-border
purchases whenever three conditions are
simultaneously present:

-ris a border area;

- the average cigarette price is lower in
countryj than in the country k;

- the prevalence of non-domestic
cigarettes fromjin ris higher than the
average prevalence of non-domestic
cigarettes from j among all of the areas
of k.

The number of cigarettes CBs_is excluded
from the estimate of the proxy of the ITTP,
as seen in equation 4, and the subnational
prevalence of non-domestic cigarettes
(ND%,) decreases (Figure 1).

CBs, is calculated as follows:

CBg=L4m[[

NDs, R T~ r=1 NDs,

Where:

- | is a binary variable equal to 1 if area r
is a bordering area, and 0 if not;

- Ir'j is a binary variable equal to 1 if the
prevalence of non-domestic cigarettes
from countryjin ris higher than the
average prevalence of non-domestic
cigarettes from country j among all of
the areas of the country of r, and 0 if
not;

- p,and p, and are prices of cigarettes in
countries j and k;*

- IJ is a binary variable equal to 1 if the
average price of cigarettes in country j
is lower than in r, and O if not;

- Jindicates the number of countries j
bordering the arear;

- R indicates the number of areas in
country j;

- NDsr‘j indicates the number of non-
domestic cigarettes coming from j and
collected inr;

- NDs_indicates the total number of non-
domestic cigarettes collected in r.”

s, LyR M0 L0] Th<n ] [

NDs, 1
NDs, R

R NDs Y1
| —9]-NDs,
r=1NDs, J 2

Figure 1. Comparison of cross-border
adjusted and non-adjusted values of
ND%,, Austrian areas (2013)

J

Source: Transcrime elaboration
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ADJUSTING THE SUM OF THE SUBNATIONAL
ESTIMATES TO THE INITIAL NATIONAL
ESTIMATES

Due to the estimation methodology,

the sum of the subnational estimates
may differ from the initial national
estimate by KPMG. This is due to the
different dimensions of the subnational
aggregations under analysis (in

terms of the smoking population). For
consistency reasons, the study adjusted
the subnational estimates with a linear
transformation so that the sum of the
subnational estimates equaled the
national estimates by KPMG. Therefore,
the adjusted size of the subnational illicit
market (IMadj ] is:

. IM
IMadj, = IM, - ——"—

: (6)
' z’iwer'EPr



DIVISION OF THE ITTP AMONG DIFFERENT TYPES
m OF ILLICIT CIGARETTES

For each year considered, the estimated
illicit market for the area ris divided as
follows:

IMadj, = CF +IW_+ 0l (7)

Where CF _is the number of counterfeit
cigarettes,® IW_is the number of illicit
whites,? and Ol is the number of other
illicit cigarettes.” IMadj_is the size of the
subnational illicit market estimated, as
described in section 1.1.

Equation 7 can be expressed as:
IMadj = (cf% +iw%, + 0i%, ] - IMadj (8]

Where cf%/, iw%_, and 0i%_ are the
shares of counterfeits, illicit whites and
other illicit cigarettes within each area.
cf%., iw%_, and 0i%_sum to one, since
allillicit products belong to one of these
categories.

EPSs data allow for calculating the

same methodology used to estimate
ND%.. In these cases, the sum of cf%,,
iw%,, and 0i%_may differ from one. This
is due to the fact that the shares of the
illicit products are imputed through the
values of the neighboring areas, while the
share of legal non-domestic cigarettes
derives directly from the subnational
estimates of the volume of the ITTP
(IMadj ) and of legal non-domestics
(ND(L) ) (see sections 1.1 and 2.3). In
these cases, cf%_, iw%_, and 0i%_are
proportionally transformed so that their
sum is one and their relative weights
remain constant.

2.1 COUNTERFEIT CIGARETTES (CF)

EPSs directly provide the quantity of
counterfeit cigarettes for each area. The
total number of counterfeit cigarettes in
arear (CFs])in any year is:

Where:

- I, is a binary variable equal to 1 if EPSs
provide data on counterfeits of the four
major manufacturers (PMI, BAT, IT,
JTI), and 0 if not;

- Ip is a binary variable equal to 1 if EPSs
provide data only on counterfeits of

PMI, and 0 if not;

- 4_CFs_is the number of counterfeit
sticks of the four majors collected in r;

- 4_TQTs_is the total number of sticks of
the four majors collected in r;

- P_CFs_is the number of counterfeit
sticks of the PMI collected in r;

- P_TQOTs, is the total number of sticks of
the PMI collected in r;

- TOTs, is the total amount of sticks

relative weight of the three illicit 4_CFs P_CFs, collected within area r.

products, as described in the next Chs =1, 4T0Ts ® P _TOTs ~T0Ts,

paragraphs. No data regarding counterfeits of other

(9) manufacturers are available. Information

For areas with missing data, cf%, iw%,, about the availability of data on

and 0i%, are imputed by adopting the counterfeits is displayed in Table 6.

Table 6. Counterfeit cigarettes data availability per country (2006-2013)

Source: Transcrime elaboration on EPSs data
Country 2006 2007 2008 2009 2010 2011 2012 2013
Austria PMI PMI PMI 4M 4M PMI PMI PMI
Belgium PMI PMI PMI PMI 4tM PMI PMI LM
Bulgaria N.A. PMI PMI PMI PMI PMI PMI PMI
Croatia PMI PMI PMI PMI PMI PMI PMI PMI
Cyprus PMI N.A. PMI N.A. PMI PMI PMI PMI
Czech Republic | PMI N.A. PMI 4iM PMI PMI PMI 4M
Denmark PMI PMI PMI PMI PMI 4M PMI 4M
Estonia PMI PMI PMI PMI PMI PMI PMI LM
Finland PMI PMI PMI PMI PMI PMI PMI 4M
France PMI PMI PMI PMI PMI PMI PMI 4M
Germany N.A. N.A. N.A. N.A. N.A. N.A. PMI* PMI*
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Country 2006 2007 2008 2009 2010 2011 2012 2013
Greece PMI PMI PMI PMI PMI PMI PMI 4M
Hungary PMI PMI PMI 4M 4M 4M PMI 4M
Ireland PMI PMI PMI PMI PMI PMI PMI 4M
ltaly PMI PMI PMI PMI PMI PMI PMI 4M
Latvia PMI PMI PMI PMI PMI PMI PMI 4M
Lithuania PMI PMI PMI PMI PMI PMI PMI PMI
Luxembourg PMI PMI PMI PMI 4M PMI PMI PMI
Malta PMI PMI PMI PMI PMI PMI PMI 4M
Netherlands PMI PMI PMI PMI PMI PMI PMI 4M
Poland PMI PMI PMI PMI PMI PMI PMI 4M
Portugal PMI PMI PMI PMI PMI PMI PMI PMI
Romania PMI PMI PMI PMI PMI PMI PMI 4M
Slovakia PMI PMI PMI PMI PMI 4M 4M 4M
Slovenia PMI PMI PMI PMI PMI PMI PMI PMI
Spain PMI PMI PMI PMI PMI PMI PMI 4M
Sweden PMI PMI PMI PMI PMI PMI PMI 4M
UK PMI PMI PMI PMI PMI PMI PMI 4M

Note: PMl indicates the availability of data on counterfeits of PMI brands only; 4M indicates the availability of data on the counterfeits of BAT, IT, JTI, PMI; N.A indicates
that no data on counterfeit cigarettes are available. * In Germany, an analysis of counterfeit packs has been conducted only in 2012 and 2013. Packs analysed were
Marlboro, L&M, Chesterfield and Fé. Therefore, for consistency reasons, P_TQTs % is adjusted to include these brands only. Then, CFs %™ is estimated using the

same methodology used for all of the other CFs_

2.2 ILLICIT WHITES (IW)

EPSs provide each pack’s manufacturer/
trade mark owner. This enables one to
calculate the number of illicit whites
within the EPSs sample (IWs ] as well as
the share of illicit whites per area and
year (iw%,)."
Where IWs is:

Ws, = X1 1,1 -k (10)

nd

Where:
- k_is the single stick collected in area r;

- | ,is a binary variable equal to Tifk is
non-domestic, 0 if not;

- | _isabinary variable equal to 1if k is by
a manufacturer included by Project Sun
within the list of illicit whites producers
(KPMG 2014), 0 if not.

2.3 OTHER ILLICIT CIGARETTES (OI)

The number of other illicit cigarettes (Ols ]
is obtained by subtracting the number
of counterfeit sticks (CFs ), illicit whites

(IWs ) and non-domestic legal cigarettes
(Ls_adj ) from the total of non-domestic
cigarettes collected in the area (NDs ] for
any arear:

Ols = NDs - CFs - IWs - Ls_adj_ (11]
Where CFs_and IWs_come from the EPSs
(see sections 2.1 and 2.2], Ls_adj_is an
adjusted form of the number of non-
domestic legal cigarettes (Ls ) estimated
as described below.

EPSs are one of the key sources for

the estimations of Project Star and
Project Sun. However, KPMG adjusts

the national estimates according to
additional qualitative and quantitative
information (KPMG 2014). The lack of
details about these corrections prevents
their replication. This, in addition to the
use of companies instead of brands to
assess the volume of illicit whites (see
section 2.2), introduces a discrepancy
between national estimates by KPMG and
EPSs data in a few cases. To remedy this,
whenever equation 11 yields a negative
value of Ols for the area rin a given

year, the value of other illicit cigarettes
is imputed through an adjusted average

of the corresponding values of its
neighboring areas.'? This method applies
to the following cases:

- East Flanders, Flemish Brabant
(Belgium 2008);

- Central Moravia (Czech Republic 2006);

- Attica, Central Macedonia, Crete,
Peloponnese (Greece 2008);

- Latgale (Latvia 2007);
- Eastern Slovakia (Slovakia 2012, 2013);

- Extremadura (Spain 2011, 2012).

NON-DOMESTIC LEGAL CIGARETTES

Estimate of the subnational number of
non-domestic legal sticks (Ls_adj )

The estimate of legal non-domestic
cigarettes collected in the area r within
the EPSs is based on:

LMadj,

s = ——
Imadj. + LMadj_

-NDs, (12}



Where IMadj comes from equation

6, NDs _is the sum of non-domestic

sticks within the EPSs samples in area

r, and LMadj, is the number of legal
non-domestic cigarettes in area r. The
calculation of LMadj, is described in the
next subsection. The estimate of LS is the
first step to obtaining Ls_adj_(equation
14) and then Ols_(equation 11).

At the national level, the number of legal
non-domestic cigarettes collected in a
year is:

LM

Ls = .
"M, + LM,

X" Nps, (13)

Where IM_is the national volume of the
ITTP (Table 1, p.2), and LM, is the national
volume of legal non-domestic cigarettes.
Both IM_and LM, are estimated by

KPMG (Table 7) (KPMG 2014). Due to

the different weights of the areas under
analysis, in terms of non-domestic
cigarettes collected, it may happen that
ZL Ls # Ls, . Therefore, Ls_are linearly
adjusted so that their sum equals the
national amount obtained in equation 13."

] (14]

L
Ls_adj=Ls, [ =
>, Ls

b

Ls_adj _allows one to obtain the number
of other illicit cigarettes (Ols ] (equation
11).

Estimate of the subnational volume of
non-domestic legal cigarettes (LMadj )

The method adopted to estimate the
adjusted subnational size of non-
domestic legal cigarettes (LMadj ] follows
the one used to estimate the subnational
level of the ITTP (IMadj,, see section 1.1)."
For each year considered, the number of
non-domestic legal cigarettes for area ris:
LM =LM -S -LP_ [(15]
Where LM _is the national number of
legal non-domestics, as estimated by
KPMG (Table 7), S, is a factor considering
the subnational smoking population,
and LP_is a factor considering the
subnational prevalence of legal non-
domestics and other illicit cigarettes.'
The calculation of LP is explicated below
in this paragraph.
The subnational estimates (LM ) are then
linearly transformed so that their sum
equals the national estimates by KPMG.
As for the size of the ITTP:

LM,

LMadj, = LM, - (16)

Ziw LM, - LP,

Having LMadj , it is possible to estimate
the number of legal non-domestic
cigarettes collected in area rin a given
year (LS ); see equation 12.

For each year considered, LP (equation
15) is the ratio between the subnational

Table 7. KPMG estimates of ND(L) cigarettes, billion sticks (2006-2013)

Source: Transcrime elaboration on KPMG data

prevalence of adjusted non-domestic
cigarettes (NDL%,) and the average
prevalence of adjusted non-domestic
cigarettes among all subnational
aggregations (NDL% ).

_ NDL%,
NDL%,

LP

r

(17)

NDL%, is calculated by dividing the
ratio between the proxy of legal non-
domestics (NDLs ] by the total sum of
sticks collected within a subnational
aggregation (TOTs )."

NDLs,

NDL%, = - (18]

OTs,

Where NDLs_is an adjusted form of NDs :
NDLs = NDs - (CFs +IWs )+ CBs_ (19
Where:

- counterfeits (CFs ] and illicit whites
(IWs ) are illicit products. Therefore,
CFs,and IWs_are not included in the
NDLs_which is a proxy of the legal
purchase of non-domestic cigarettes;

- areas at the national borders may show
a higher presence of non-domestic
packs due to legal cross-border
purchases. Therefore, a number CBs_of
cigarettes is added to NDs , whenever
the conditions concerning the cross-
border purchases are present.

Country 2006 2007 2008 2009 2010 2011 2012 2013
Austria 0.20 0.56 1.04 1.25 1.15 1.43 1.25 1.69
Belgium 0.86 0.81 0.96 0.68 0.73 0.76 0.81 1.10
Bulgaria* N.A. 0.14 0.22 0.23 0.15 0.15 0.15 0.15
Croatia** N.A. N.A. N.A. N.A. N.A. N.A. N.A. 0.10
Cyprus 0.12 0.11 0.10 0.10 0.02 0.01 0.01 0.02
Czech Republic 0.15 0.15 0.15 0.23 0.21 0.19 0.16 0.26
Denmark 0.36 0.36 0.34 0.22 0.31 0.30 0.23 0.14
Estonia 0.14 0.05 0.03 0.10 0.06 0.04 0.10 0.07
Finland 0.73 0.41 0.44 0.59 0.36 0.40 0.36 0.33
France 7.66 5.29 4.74 3.29 4.24 3.63 4.50 6.13
Germany 10.55 8.87 9.39 8.62 8.43 8.62 9.50 10.43
Greece 0.26 0.45 0.64 0.64 0.26 0.32 0.25 0.23
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Country 2006 2007 2008 2009 2010 2011 2012 2013
Hungary 0.14 0.28 0.24 0.18 0.05 0.08 0.06 0.08
Ireland 0.99 0.85 0.45 0.60 0.61 0.55 0.47 0.33
[taly 0.98 0.51 1.91 1.46 1.09 1.12 0.84 0.84
Latvia 0.25 0.22 0.21 0.12 0.12 0.07 0.07 0.05
Lithuania 0.10 0.09 0.20 0.07 0.06 0.08 0.16 0.09
Luxembourg 0.07 0.07 0.07 0.07 0.07 0.04 0.05 0.04
Malta 0.00 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Netherlands 0.87 2.38 1.30 0.97 1.77 1.41 1.55 1.54
Poland 0.61 0.57 0.89 0.94 0.53 0.55 0.63 0.43
Portugal 0.32 0.14 0.15 0.13 0.13 0.07 0.05 0.03
Romania* N.A. 0.66 0.82 0.44 0.38 0.38 0.38 0.38
Slovakia 0.25 0.15 0.21 0.14 0.09 0.10 0.07 0.07
Slovenia 0.06 0.04 0.13 0.08 0.06 0.05 0.07 0.08
Spain 1.23 2.43 1.91 1.60 1.30 1.41 1.51 1.29
Sweden 0.71 0.66 0.51 0.17 0.17 0.17 0.17 0.16
UK 337 4.08 1.91 2.10 1.35 1.32 1.36 1.78

Note: * Romania and Bulgaria joined the EU in 2007. KPMG has included these countries in the Star Report since 2007. The estimate for 2007 is used as a proxy for 2006.

** Croatia became an EU member in 2013; the study produces estimates only for 2013.



SOURCESOF INFORMATIONONFLOWS, ACTORS, MODUS
m OPERAND/ ANDLAW ENFORCEMENTACTIVITIES

3.1 ACADEMIC AND GREY LITERATURE

Academic'”and grey literature’ materials
on the ITTP are collected in the 28 EU
Member States and in some crucial
non-EU countries (Belarus, Russian
Federation, Serbia, Turkey and Ukraine)
from 2007 to 2013. The focus is on:

- actors;

- modus operandi;

- flows;

- law enforcement and seizures.

Table 9. Keywords translation: EU countries

In order to gather the above information,
the following digital means are consulted
and searched:

The list of keywordsis in Table 8.
Keywords are translated in the official
spoken language of each country (Table 9

and Table 10, p.18)."

- Google search engine;
Table 8. List of keywords for the ITTP
search

- Google Scholar;

- Scopus database; Keywords

- JSTOR database; Cigarette Smuggling

Tobacco Smuggling

- Criminal justice abstract database; .
J Cigarette Contraband

- online library catalogue of the Tobacco Contraband

Universita Cattolica del Sacro Cuore.

Counterfeit Cigarette

Counterfeit Tobacco

Country Keywords in English Keywords in original language
Cigarette Smuggling Zigarettenschmuggel
Tobacco Smuggling Tabakschmuggel

P Cigarette Contraband Zigarettenschmuggel
Tobacco Contraband Tabakschmuggel
Counterfeit Cigarette Gefdlschte Zigaretten
Counterfeit Tobacco Gefalschte Tabak
Cigarette Smuggling Contrebande de cigarettes - Sigarettensmokkel
Tobacco Smuggling Contrebande de tabac - Smokkel van tabaksprodukten

Belgium Cigarette Contraband Contrebande de cigarettes - Smokkel van cigaretten
Tobacco Contraband Contrebande de tabac - Smokkel van tabaksprodukten
Counterfeit Cigarette Cigarettes de contrefacon - Vervalste / namaak cigaretten
Counterfeit Tobacco Tabac contrefait - Vervalste / namaak tabaksprodukten
Cigarette Smuggling KoHTpabaHpaTta Ha uurapu
Tobacco Smuggling KoHTpabaHgaTa Ha THoTIoH

] Cigarette Contraband KoHTpabaHpaTta Ha TIOTIOHEBM Liyrapu

Bulgaria
Tobacco Contraband KoHTpabaHaaTa Ha TIOTIOHEBM U3aenus
Counterfeit Cigarette danwudurumpaHe Ha Lurapu
Counterfeit Tobacco danwmnduymnpaHe Ha TIOTIOH
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Country Keywords in English Keywords in original language
Cigarette Smuggling Krijumcarenja cigareta
Tobacco Smuggling Krijum¢&arenja duhana

) Cigarette Contraband Contraband cigareta

Croatia
Tobacco Contraband Contraband duhana
Counterfeit Cigarette Krivotvoreni cigarete
Counterfeit Tobacco Krivotvoreni duhan
Cigarette Smuggling To AaBpepépio TOYGPWY
Tobacco Smuggling AOBPEUTTOPIO KATTVOU
Cigarette Contraband NaBpaia Ta1yapwyv

Cyprus

Tobacco Contraband

AaBpaia kaTTvou

Counterfeit Cigarette

OlYOPETTE TTAACTA

Counterfeit Tobacco

TIOPATTOINPEVWY KATTVOU

Czech Republic

Cigarette Smuggling

Pasovani cigaret

Tobacco Smuggling

Pasovani tabaku

Cigarette Contraband

Pasovani cigaret

Tobacco Contraband

Pasovani tabaku

Counterfeit Cigarette

Padélany cigarety

Counterfeit Tobacco

Padélany tabak

Cigarette Smuggling

Cigaretsmugling

Tobacco Smuggling

Tobakssmugleriet

Cigarette Contraband

Contraband af cigaretter

Denmark
Tobacco Contraband Contraband af tobak
Counterfeit Cigarette Falske cigaretter
Counterfeit Tobacco Falske tobak
Cigarette Smuggling Sigarettide salakaubavedu
Tobacco Smuggling Tubakatoodete salakaubavedu

) Cigarette Contraband Salasigaretid

Estonia
Tobacco Contraband Salatubakas
Counterfeit Cigarette Voltsitud sigaret
Counterfeit Tobacco Voltsitud tubakatoode
Cigarette Smuggling Savukkeiden salakuljetus
Tobacco Smuggling Salakuljettaa tupakkaa

) Cigarette Contraband Salakuljetus savukkeiden

Finland -
Tobacco Contraband Salakuljetus tupakan
Counterfeit Cigarette Vaarennetyt savukkeita
Counterfeit Tobacco Vaarennetyt tupakka
Cigarette Smuggling Contrebande de cigarettes
Tobacco Smuggling Contrebande de tabac
Cigarette Contraband Contrebande de cigarettes

France

Tobacco Contraband

Contrebande de tabac

Counterfeit Cigarette

Cigarettes de contrefacon

Counterfeit Tobacco

Tabac contrefait




Country

Keywords in English

Keywords in original language

Cigarette Smuggling

Zigarettenschmuggel

Tobacco Smuggling

Tabakschmuggel

Cigarette Contraband

Zigarettenschmuggel

Germany
Tobacco Contraband Tabakschmuggel
Counterfeit Cigarette Gefalschte Zigaretten
Counterfeit Tobacco Gefalschte Tabak
Cigarette Smuggling To AaBpeuTTOpIO TaIYAPWY
Tobacco Smuggling AaBpeuTrépIo katrvou
Cigarette Contraband NaBpaia Talyapwv
Greece
Tobacco Contraband AaBpaia Katvou
Counterfeit Cigarette OIyapPETTE TTAAOTA
Counterfeit Tobacco TIAPATTOINUEVWY KATTVOU
Cigarette Smuggling Cigarettacsempészet
Tobacco Smuggling Dohanycsempészet
Cigarette Contraband Cigarettacsempészet
Hungary ; .
Tobacco Contraband Dohanycsempészet
Counterfeit Cigarette Hamis cigaretta
Counterfeit Tobacco Hamis dohany
Cigarette Smuggling Cigarette smuggling
Tobacco Smuggling Tobacco smuggling
ireland Cigarette Contraband Contraband of cigarettes
Tobacco Contraband Contraband of tobacco
Counterfeit Cigarette Counterfeit cigarettes
Counterfeit Tobacco Counterfeit tobacco
Cigarette Smuggling Contrabbando di sigarette
Tobacco Smuggling Contrabbando di tabacco
taly Cigarette Contraband Contrabbando di sigarette
Tobacco Contraband Contrabbando di tabacco
Counterfeit Cigarette Sigarette contraffatte
Counterfeit Tobacco Tabacco contraffatto
Cigarette Smuggling Cigaresu kontrabanda
Tobacco Smuggling Tabakas kontrabanda
Latvia Cigarette Contraband Cigaresu kontrabanda
Tobacco Contraband Tabakas kontrabanda
Counterfeit Cigarette Viltota cigaretes
Counterfeit Tobacco Viltota tabaka
Cigarette Smuggling Cigareciy kontrabanda
Tobacco Smuggling Tabako kontrabanda
Lithuania Cigarette Contraband Cigareciy kontrabanda

Tobacco Contraband

Tabako kontrabanda

Counterfeit Cigarette

Padirbti cigaretes

Counterfeit Tobacco

Padirbti tabako gaminius
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Country Keywords in English Keywords in original language
Cigarette Smuggling Contrebande de cigarettes
Tobacco Smuggling Contrebande de tabac
Cigarette Contraband Contrebande de cigarettes
Luxembourg
Tobacco Contraband Contrebande de tabac
Counterfeit Cigarette Cigarettes de contrefacon
Counterfeit Tobacco Tabac contrefait
Cigarette Smuggling Cigarette smuggling
Tobacco Smuggling Tobacco smuggling
Cigarette Contraband Contraband of cigarettes
Malta

Tobacco Contraband

Contraband of tobacco

Counterfeit Cigarette

Counterfeit cigarettes

Counterfeit Tobacco

Counterfeit tobacco

Netherlands

Cigarette Smuggling

Sigarettensmokkel

Tobacco Smuggling

Smokkel van tabaksprodukten

Cigarette Contraband

Smokkel van cigaretten

Tobacco Contraband

Smokkel van tabaksprodukten

Counterfeit Cigarette

Vervalste / namaak cigaretten

Counterfeit Tobacco

Vervalste / namaak tabaksprodukten

Cigarette Smuggling

Przemyt papierosow

Tobacco Smuggling

Przemyt tytoniu

Cigarette Contraband

Przemytu papierosow

Poland .
Tobacco Contraband Kontrabanda tytoniu
Counterfeit Cigarette Podrabiane papierosy
Counterfeit Tobacco Podrabiany tyto
Cigarette Smuggling Contrabando de cigarros
Tobacco Smuggling Contrabando de tabaco
Cigarette Contraband Contrabando de cigarros

Portugal
Tobacco Contraband Contrabando de tabaco
Counterfeit Cigarette Cigarros contrafeitos
Counterfeit Tobacco Tabaco contrafeito
Cigarette Smuggling Contrabanda cu tigarete
Tobacco Smuggling Contrabanda cu tutun

) Cigarette Contraband Contrabanda cu tigarete

Romania
Tobacco Contraband Contrabanda cu tutun
Counterfeit Cigarette tigarete contrafacute
Counterfeit Tobacco Tutun contrafacute
Cigarette Smuggling Pasovanie cigariet
Tobacco Smuggling Pasovania tabaku

) Cigarette Contraband Pasovanie cigariet
Slovakia

Tobacco Contraband

Pasovania tabaku

Counterfeit Cigarette

Falsované cigarety

Counterfeit Tobacco

Falsované tabak




Country Keywords in English Keywords in original language
Cigarette Smuggling Tihotapljenje cigaret
Tobacco Smuggling Tihotapljenje tobaé¢nih

) Cigarette Contraband Tihotapljenje cigaret

Slovenia
Tobacco Contraband Tihotapljenje toba¢nih
Counterfeit Cigarette Ponarejenih cigaret
Counterfeit Tobacco Ponarejeni tobak
Cigarette Smuggling Contrabando de cigarrillos
Tobacco Smuggling Contrabando de tabaco

) Cigarette Contraband Contrabando de cigarrillos

>pain Tobacco Contraband Contrabando de tabaco
Counterfeit Cigarette Cigarrillos falsificados
Counterfeit Tobacco Tabaco falsificado
Cigarette Smuggling Cigarettsmuggling
Tobacco Smuggling Tobakssmuggling
Cigarette Contraband Cigarettsmuggling

Sweden -
Tobacco Contraband Tobakssmuggling
Counterfeit Cigarette Forfalskade cigaretter
Counterfeit Tobacco Forfalskad tobak
Cigarette Smuggling Cigarette smuggling
Tobacco Smuggling Tobacco smuggling

UK Cigarette Contraband Contraband of cigarettes

Tobacco Contraband

Contraband of tobacco

Counterfeit Cigarette

Counterfeit cigarettes

Counterfeit Tobacco

Counterfeit tobacco

Table 10. Keywords translation: non-EU countries

Tobacco Contraband

Country Keywords in English Keywords in original language
Cigarette Smuggling kaHTpabaHaa Lbirapat
Tobacco Smuggling KaHTpabaHaa ThITyHI0

Belarus Cigarette Contraband KaHTpabaH4a Lbirapat

KaHTpabaHaa ThITyHIO

Counterfeit Cigarette

nappobka ubirapat

Counterfeit Tobacco

KaHTpaaKTHbIX ThITYHEBbIX

Russian Federation

Cigarette Smuggling

KOHTpabaHaa curapet

Tobacco Smuggling

KOHTpabaHaa Tabaka

Cigarette Contraband

KoHTpabaHza curapet

Tobacco Contraband

KOHTpabaHaa Tabaka

Counterfeit Cigarette

MoppenbHble curapeTsbl

Counterfeit Tobacco

KOHTpaaKTHbIX TabauHbIX
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Country Keywords in English Keywords in original language
Cigarette Smuggling Krijuméarenje cigareta
Tobacco Smuggling Krijumcarenje duvana

) Cigarette Contraband Sverc cigareta

Serbia ~
Tobacco Contraband Sverc duvana
Counterfeit Cigarette Falsifikovani cigarette
Counterfeit Tobacco Falsifikovani duvan
Cigarette Smuggling Sigara kacakciligi
Tobacco Smuggling Tatun Kacakceilik
Cigarette Contraband Contraband Sigara

Turkey
Tobacco Contraband Contraband Titln
Counterfeit Cigarette Sahte Sigara
Counterfeit Tobacco Sahte Titin
Cigarette Smuggling KoHTpabaHaa curapet
Tobacco Smuggling KOHTpabaHza TIOTIOHY

) Cigarette Contraband KOHTpabaHaa curapet

Ukraine
Tobacco Contraband KOHTpabaHza THTIOHY
Counterfeit Cigarette niapo6ka curapet
Counterfeit Tobacco KOHTpadaKkTHWX TIOTIOHOBYX

For each country, the search is done in - topic;

two steps:

- year;
1. entering the English string: name
of the country AND “keyword” (e.g. - language;

Austria AND “cigarette smuggling”);

2. entering the corresponding string
in the official spoken language of
the country, using the keywords
translated.

The sources are systematised in an
Excel spread sheet file. For each
country, a dataset of the information
available is created with the following
items:

- author;

- type of document;

- title;

- info on actors;

- info on modus operandi;

- info on flows;

- info on products;

- info on enforcement and seizures.

Table 11 and Table 12 (p.20) show the
number of items collected (document,
report, web page, etc.) per EU and
non-EU country and the availability of
information for actors, modus operandi,
flows, products, enforcement, and
seizures.



Table 11. Number of items collected (documents, reports, web pages, etc.) per EU country. Information availability on actors, modus

operandi, flows, products, enforcement, seizures

Country Actors Modus Operandi Flows Products Enforcement | Seizures | Total
Austria Yes Yes Yes Yes Yes Yes 9
Belgium Yes Yes Yes Yes Yes Yes 18
Bulgaria Yes Yes Yes Yes Yes Yes 13
Croatia No Yes Yes Yes No No 3
Cyprus Yes Yes Yes Yes Yes No 9
Czech Republic Yes Yes Yes Yes Yes Yes 8
Denmark No No Yes No Yes No 3
Estonia Yes Yes Yes Yes Yes Yes 13
Finland Yes No Yes Yes Yes Yes 9
France Yes Yes Yes Yes Yes Yes 18
Germany Yes Yes Yes Yes No Yes 18
Greece Yes Yes Yes Yes Yes Yes 15
Hungary No Yes Yes Yes Yes No 1M
Ireland Yes Yes Yes Yes Yes Yes 46
Italy Yes Yes Yes Yes Yes Yes 13
Latvia Yes Yes Yes Yes Yes No 10
Lithuania No No No No No No 18
Luxembourg No No Yes No No No 3
Malta No No Yes Yes No No 3
Netherlands Yes Yes Yes No Yes Yes 9
Poland No No No No No No 19
Portugal Yes No Yes No Yes Yes 4
Romania Yes Yes Yes Yes No Yes 14
Slovakia Yes Yes Yes Yes Yes Yes 12
Slovenia Yes Yes Yes Yes Yes Yes 3
Spain No No No No No No 12
Sweden Yes Yes Yes Yes Yes Yes 11
UK No No No No No No 30
Total 354

Table 12. Number of items collected (documents, reports, web pages, etc.) per non-EU country. Information availability on actors,
modus operandi, flows, products, enforcement, seizures

Country Actors th-;’rl;s;rdi Flows Products Enforcement | Seizures Total
Belarus Yes Yes Yes Yes Yes Yes 34
Russia Yes Yes Yes Yes Yes No 49
Serbia Yes Yes Yes Yes Yes No 10
Turkey Yes Yes Yes Yes Yes Yes 16
Ukraine Yes Yes Yes Yes Yes Yes 54
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3.2 ONLINE PRESS REVIEW

News on the ITTP from online press are
collected through the European Media
Monitor website (http://emm.newsbrief.
eu/).? Articles are searched in the
“advanced research” section. The search
covers the period between 1¢ January 2010
to 315t December 2013, and uses the same
keywords adopted for the academic and

The articles are saved in the Zotero
library, 2! where separated folders for
each country are created. As a first
validation, duplicated articles are
removed through an automatic function
of Zotero. Articles that describe specific
cases of tobacco seizures are kept.
Articles that deal with the ITTP in general
terms (e.g., trend analysis, legislation,
etc.) are excluded.

grey literature research (Table 9, p.14).

Table 13. Database on ITTP cases. Information available

A database collecting articles on ITTP
cases is set up with information on flows,
actors and modus operandi, and law
enforcement activities (Table 13).

Subsequently, a check for duplicated
articles is conducted in order to avoid

double counting.?

Table 14 shows the amount of online
news found by year and country from

2010 to 2013.

Country

Flows Actors and Modus Operandi

Law Enforcement
Activities

Notes

Country name (e.qg.:
Austria, Belgium, etc.)

People involved (number of

SaLiee Coiilee actors, nationality and age)

Type of product seized
(e.g. cigarettes, raw
tobacco, HRT, illicit
whites, E-cigarettes)

Tobacco storage
(warehouses;
houses)

Means of transport used (e.g.

Transit countries motor vehicle, transportation by

Quantity seized

IUWicit
manufacturing

sea or by air, train) facilities
Destination countries Place of seizure
Table 14. Number of online news articles by year and country (2010-2013)
Source: Transcrime elaboration on European Media Monitor website
Country 2010 2011 2012 2013 Total
Austria 4 5 2 1 12
Belgium 4 3 0 6 13
Bulgaria 21 20 22 33 96
Croatia 4 2 2 2 10
Cyprus 0 0 0 1 1
Czech Republic 1 0 2 1 4
Denmark 0 0 0 0
Estonia 1 4 8 8 21
Finland 0 0 5 2 7
France 8 10 15 25 58
Germany 6 6 11 9 28
Greece 21 30 47 161 259
Hungary 1 2 7 2 12
Ireland 20 16 1 6 43
Italy 7 14 36 67 124
Latvia 1 8 2 0 6
Lithuania 74 81 25 22 202
Luxembourg 0 0 0 0
Malta 5 1 8 7 16
Netherlands 0 1 1 3 5
Poland 39 79 47 40 205
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Country 2010 2011 2012 2013 Total
Portugal 15 13 3 4 37
Romania 153 113 86 93 445
Slovakia 0 g 6 15 26
Slovenia 6 4 0 1 1M
Spain 9 9 37 52 107
Sweden 1 4 4 1 10
UK 24 20 24 69 137
TOTAL 425 445 398 627 1,895
3.3 CUSTOMS AND LEA REPORTS o _
Table 15. Customs and LEA reports availability: EU countries
Source: Transcrime elaboration on different sources
Annual reports of national customs
and law enforcement agencies (LEAS) -
are collected to obtain annual data on Country Available years
cigarette and tobacco seizures by country, | Austria 2007-2013
and to gather information on the ITTP )
for the 28 EU Member States and for Belgium 2007-2009
some crucial non-EU countries (Belarus, Bulgaria 2007-2013
Russian Federation, Serbia, Turkey and :
. Croatia /
Ukraine).
First, a preliminary check is conducted Cyprus 2009-2013
on national customs and LEA websites in Czech Republic 2007-2012
order to identify which bodies are involved
in the fight against the ITTP. Then, reports | D&nmark /
published between 2007 and 2013 are Estonia 2007-2008;2013
downloaded from websites and analysed, . _
if available (Table 15 and Table 16, p.23)2 L -nand AR
France 2007-2013
Two databases are created with the Germany 2007-2013
information gathered:
Greece /
1. the first one includes the data collected Hungary /
on annual cigarette and tobacco
seizures in the years 2007-2013, for e A e
each of the 28 EU Member States (see Country Available years
section 3.4) and for the five non-EU ltaly 2007-2013
countries;
Latvia 2007-2013
2. the second one includes information Lithuania 2007-2013
by country about: actors (e.g. single Loseniloaog /
smugglers or organised groups,
nationality and age of the actors Malta 2007-2012
Unvaltsenl); floses o @il and Netherlands 2007-2009;2011-2013
destination of the products smuggled);
products (e.g. counterfeit or original Poland 2007-2013
products, brands); enforcement (e.g. Portugal 2007-2011
data on seizures or joint operations and -
investigations); modus operandi (e.g. Romania 2007:2012
means used to transport illicit products Slovakia 2007-2013
or examples of illegal manufacturing Slovenia 2007-2013
facilities).
Spain 2007-2013
Sweden 2007-2013
UK 2007-2013
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Table 16. Customs and LEA reports availability: non-EU countries

Source: Transcrime elaboration on different sources

Country Available years
Belarus /

Russian Federation /

Serbia 2011-2012
Turkey 2007-2012
Ukraine /

3.4 CUSTOMS PRESS RELEASES

is 2007-2013. Customs press releases

Customs press releases are also are not available for 10 countries: Austria,
searched for cases of cigarette and Belgium, Bulgaria, Denmark, Finland,
tobacco seizures. The investigation Greece, Luxembourg, Malta, Portugal,
begins with research on national and Slovakia. A total of 2,975 cases are
customs websites. The period analysed recorded (Table 17).

Table 17. Customs press release database per country and per year
Source: Transcrime elaboration on different sources

Country 2010 2011 2012 2013 Total
Austria 0 0 0 0 0
Belgium 0 0 0 0 0
Bulgaria 0 0 0 0 0
Croatia 128 83 56 52 319
Cyprus 0 0 0 7 7
Czech Republic 85 24 27 36 122
Denmark 0 0 0 0 0
Estonia 27 70 95 43 235
Finland 1 0 0 0 1
France 0 1 5 0 6
Germany 4 117 82 74 277
Greece 0 0 0 0
Hungary 0 0 0 3 3
Ireland 19 18 36 55 128
Italy 88 63 67 18 181
Latvia 142 167 127 93 529
Lithuania 2 156 153 138 449
Luxembourg 0 0 0 0 0
Malta 0 0 0 0 0
Netherlands 0 1 3 6 12
Poland 0 0 16 104 120
Portugal 0 0 0 0 0
Romania 250 116 110 88 509
Slovakia 0 0 0 0 0
Slovenia 1 0 29 12 42
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Country 2010 2011 2012 2013 Total
Spain 0 0 19 7 26
Sweden 0 1 0 1 2

UK 0 0 1 6 7
TOTAL 642 817 828 688 2,975

All the cases available are collected

in a database. This database includes

information about:

- web-link of the article;

- date of seizure;

- quantity seized (quantities were
reported as mentioned in the original

sources);%

- brand of cigarettes or tobacco;
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- information about the packs (e.g.
counterfeit or original products, type of
tax stamps, origin of the products);

- city, county, or area where the seizure
occurred;

- city or country of origin of the products;

- city or country of destination of the
products;

- modus operandi of the smugglers (e.g.
means of transport used);

- institution that conducted the seizure
(e.g. Customs, Border Police, etc.);

- information about the actors involved
(number of actors, nationality and age];

- additional information (e.g. value of the
products seized or penalty imposed to
the smugglers).




ANALYSING FLOWS,ACTORS AND MODUS OPERANDI,
m AND LAW ENFORCEMENT ACTIVITIES

4.1 FAME DATABASE

Articles from online press review (see
section 2.2) and from customs press
releases (see section 2.4) are merged in
a database called FAME (Flows, Actors,
Modus operandi, law Enforcement) (Table
18).

The FAME database includes information
about:

- ID of the article;

- country;

- link to the article;
- date of seizure;

- place of seizure;

- quantity seized (as written in the
article);

- brand and pack information;

- country and city of origin, transit and

destination;

- modus operandi: transport

(general), transport

manufacturing, illicit retail channels,

(specific), illicit

and tobacco storage;®

- institution that conducted seizure;

- actors involved: number of actors,

nationality, and age;

- source (online press review, customs,

or Europoll;

- cigarettes seized in sticks;

- tobacco seized in kilograms.

A further check on duplicated items is
made in order to remove cases both
reported on online press review and
customs’ press release. To check the
coverage of the database, the number

Table 18. FAME database per EU country and per year

Source: Transcrime elaboration on different sources

of articles per country is calculated.
For the countries that have less than
thirty articles, a new search is done.
These countries are Austria, Belgium,
Cyprus, Denmark, Finland, Hungary,
Luxembourg, Malta, Slovakia and
Sweden. France and the UK are added
to this new research since there is

a remarkable underrepresentation

of seizures in FAME, compared with
customs’ official data (only 10% of
coverage).

The new search is done using four new
keywords: cigarette seizure, cigarette
seized, tobacco seizure, tobacco seized.
The keywords are used both in English
and in official languages. A second check
on duplicated items is done after the new
data entry.

Further, Europol reviews and integrates
the three major cigarette seizures
occurred in 2013 and provides additional
information on these cases. The new
seizure cases are added to the FAME
database.?

Country 2010 2011 2012 2013 Total
Austria 12 13 8 9 42
Belgium 4 3 2 7 16
Bulgaria 21 21 22 34 98
Croatia 132 85 58 56 331
Cyprus / / 1 12 13
Czech Republic 36 24 29 37 126
Denmark / 3 1 2 b
Estonia 28 74 103 41 256
Finland 1 1 6 4 12
France 21 18 48 45 132
Germany 10 122 93 79 304
Greece 21 30 47 161 259
Hungary 11 16 20 26 73
Ireland 36 35 37 61 169
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Country 2010 2011 2012 2013 Total
Italy 40 77 103 84 304
Latvia 142 171 129 93 535
Lithuania 75 232 178 162 647
Luxembourg / / 1 / 1
Malta 5 1 3 7 16
Netherlands 2 6 9 17
Poland 39 77 b4 145 325
Portugal 19 13 ® 4 37
Romania 401 226 194 126 948
Slovakia / 9 24 38
Slovenia 7 4 29 13 53
Spain 9 56 60 134
Sweden 7 11 12 14 L
UK 26 25 31 76 158
Total 1,099 1,298 1,295 1,402 5,094

4.2 ANALYSIS OF FLOWS - FAME database (including Customs - place of seizure;

press releases and Online press
COUNTRY LEVEL review);?’ - quantity of cigarettes seized (sticks);

The section “The flows” aims at analysing
the involvement of each of the 28 EU
countries in the ITTP by means of
focusing on the following issues:

- the role played by the country in the
illegal trafficking (e.g.: starting point,
transit point, ending point);

- the main routes originating, passing
through, or concluding in the country;

- the main entry points: cities, airports,
ports where tobacco products are
mainly seized (in terms of number of
cases detected);

- the means of transport (e.g. motor
vehicles, trains, airplanes, water
transports, postal service, etc.) used
to import or smuggle tobacco products
from/through/into the country.

The staring points used for the

elaboration of this section are the
following:
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- customs and LEA reports;?®
- academic & grey literature.?

The data gathering process consists of
reviewing existing information on flows
in each of the 28 EU Member States,
already systematised and available in the
FAME database (see section 4.1) and in
databases constructed from customs and
LEA reports, as well as academic & grey
literature (see sections 3.3 and 3.1).
Information available is synthetised

in a new Excel spread sheet. A sheet

is created for each of the 28 countries
for years 2010-2013 with the following
details:

- year;
- from (country and city);

- through (country and cityl;
- to (country and city);

- role of the country (e.g., starting point,
transit point, ending point);

- quantity of tobacco seized (kg);
- means of transport;

- source of information.

Table 19 (p. 27) summarises the number
of records containing any information

on illegal flows collected for each
country and the sources providing this
information.

Some sources provide information

for more than one country. Therefore,
the 28 country spread sheets are
merged together in order to obtain a
comprehensive overview of illicit flows
and to complement existing information
for each country.

Table 20 (p. 28) summarises the final
number of records after the merging of
available information on illegal flows per
country. It also provides the number of
records added for each of the countries.




Table 19. Analysis of ITTP Flows. Number of records containing information on flows per EU country and source (2010-2013)

Source: Transcrime elaboration on different sources

Customs Press

Open source press

Customs and LEA’'s

Academic & Grey

(EEIIIIE releases review reports literature !
Austria 0 40 1 2 43
Belgium 0 17 0 1 18
Bulgaria 0 96 1 0 97
Croatia 321 10 0 1 332
Cyprus 3 0 0 8
Czech Republic 122 4 4 1 131
Denmark 0 0 1 7
Estonia 233 21 0 0 256
Finland 2 8 12 2 24
France 6 125 2 8 136
Germany 218 3 18 26 305
Greece 0 259 0 4 263
Hungary 3 68 2 2 75
Ireland 150 21 1 6 178
Italy 181 124 0 4 309
Latvia 529 6 1 1 87
Lithuania 487 164 2 2 655
Luxembourg 0 1 0 0 1
Malta 0 16 2 0 18
Netherlands 13 4 0 0 17
Poland 120 205 7 5 337
Portugal 0 36 0 0 36
Romania 517 439 0 2 958
Slovakia 0 35 7 3 45
Slovenia 42 11 5 2 60
Spain 27 107 0 2 136
Sweden 2 39 2 6 49
UK 7 151 3 14 175

27



Table 20. Analysis of ITTP Flows. Total number of records containing information on flows and variation per EU country (2010-2013)

Source: Transcrime elaboration on different sources

Country Total Variation (n. of cases)
Austria 52 +9
Belgium 55 +37
Bulgaria 177 +80
Croatia 337 +5
Cyprus 15 +7
Czech Republic 163 +32
Denmark 16 +9
Estonia 283 +27
Finland 34 +10
France 192 +56
Germany 437 +132
Greece 437 +174
Hungary 117 +42
Ireland 201 +123
Italy 394 +85
Latvia 591 +54
Lithuania 731 +76
Luxembourg 9 +8
Malta 23 +5
Netherlands 81 +64
Poland 488 +151
Portugal 40 +4
Romania 1001 +43
Slovakia 59 +6
Slovenia 72 +12
Spain 218 +82
Sweden 67 +18
UK 300 +125

In order to identify the main routes

used by criminal rings to either import
or smuggle illicit tobacco products, the
following analysis is carried out for each
country:

- identification of the role played in the ITTP;

- identification of the main routes
originating, crossing, or concluding in
the country.

The role played by a country is threefold:

starting point, transit point, ending point.
The role is defined as follows:
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- if tobacco products seized originate in
the country, then it is a starting point;

- if tobacco products seized are crossing

the country and are destined for another

one, then it is a transit point;

- if tobacco products seized are destined
for the country, then it is an ending
point.

The information collected on illicit flows
(Table 20) does not always contain enough
details to unequivocally define the role
played by the country analysed. Indeed,

in many cases, information is partial and
it is possible neither to establish the role
of the country, nor to understand the
illicit flow. Therefore, cases with missing
information are removed and not taken
into account for the analysis of flows and
for the identification of the role of the
country.

Table 21 (p.29) shows the number of
flows per EU country and the role of
countries in tobacco flows (frequency).




Table 21. Analysis of ITTP Flows. Number of flows collected and role played by the country (2010-2013)

Source: Transcrime elaboration on different sources

Country N. of Flows Starting point Transit point Ending point
Austria 88 3 17 13
Belgium 49 78 17 9
Bulgaria 118 59 13 46
Croatia 49 5 9 35
Cyprus 18 2 " 9
Czech Republic 71 14 13 44
Denmark 15 2 2 1
Estonia 88 15 15 58
Finland 32 0 3 29
France 139 15 31 93
Germany 304 0 57 247
Greece 236 65 142 29
Hungary 60 25 10 25
Ireland 136 0 5 131
Italy 262 9 52 201
Latvia 255 50 31 178
Lithuania 228 57 A 127
Luxembourg 9 6 0 3
Malta 13 2 2 9
Netherlands 70 7 28 85
Poland 276 133 47 96
Portugal 19 1 7 11
Romania 585 50 49 486
Slovakia 30 6 5 19
Slovenia 42 5 26 1
Spain 120 40 10 70
Canary Islands 31 3 0 0
Sweden 37 0 9 28
UK 181 0 10 171

In order to identify the main routes
originating, crossing, or ending in the
country, up to three different flows
analyses per country are conducted
through the means of pivot tables:

1. when the country is the starting point of
the ITTP, a pivot table is created to identify
the transit and ending points. The pivot
table is created using the columns:

- “Through” as raw labels

- “To" as column labels

- “Role of the country” as filter
selecting “Starting point”;

2. when the country is a part of the transit

- “From” as raw labels

- “Through” as column labels

- “Role of the country” as filter
selecting “Ending point”.

of the ITTP, a pivot table is created to

identify both the starting and the ending

points. The pivot table is created using

the columns:

- “From” as raw labels

- “To" as column labels

- “Role of the country” as filter
selecting “Transit point”;

. when the country is the ending point

of the ITTP, a pivot table is created to
identify the starting and transit points.
The pivot table is created using the
columns:

29



EUROPEAN LEVEL

The chapter “The flows” aims at
identifying the main ITTP flows exploited
by criminals to either import or smuggle
the illicit tobacco products within the

EU borders, as well as the key starting,
transit, and ending points involved.
Further, it analyses the origins of the ITTP
flows circulating within the EU, assessing
whether they occur mainly between
bordering/non-bordering countries or
from EU/non-EU countries.

In order to reach these conclusions, the
following sections are outlined:

- the most frequent ITTP flows;

- the main ITTP flows per quantity of
cigarettes seized;

- the key countries in the ITTP flows;

- the role of non-EU countries in the EU
ITTP.

Table 22. ITTP flows detected and number of occurrences (2010-2013)

Source: Transcrime elaboration on different sources

The most frequent ITTP flows

This section presents the most frequent
illegal flows according to the number

of occurrences recorded between 2010
and 2013. Only the cases with available
information on starting and ending points
are taken into consideration.

Table 22 shows the flows detected
between 2010 and 2013 with a number of
occurrences higher than 1.

Starting point Ending point N. of flows
Moldova Romania 77
Russia Latvia 67
Russia Lithuania 62
Belarus Latvia 61
Ukraine Romania 60
Belarus Lithuania 57
Poland Germany 50
Russia Estonia 42
Moldova Italy 37
Belarus Poland 32
China UK 27
Serbia Romania 27
Ukraine Italy 24
Gibraltar Spain 23
Russia Germany 23
Ukraine Poland 22
Greece Germany 18
China Ireland 17
Ukraine Germany 17
Poland UK 16
Russia Poland 16
Greece Romania 15
Tunisia Italy 15
Andorra France 14
Russia Finland 14
Canary Islands Spain 13
Turkey Romania 13
Serbia Germany 12
Ukraine Hungary 12
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Starting point Ending point N. of flows
Egypt Italy 1"
Greece Italy 1
Lithuania Germany 1
Spain France 1"
China Poland 10
France Ireland 10
Poland Czech Republic 10
Russia UK 10
Serbia Austria 10
Serbia Croatia 10
Belgium France 9
Bosnia and Herzegovina Croatia 9
Greece Netherlands 9
Lithuania Ireland 9
Lithuania UK 9
Poland Italy 9
Spain Germany 9
Spain Ireland 9
United Arab Emirates UK 9
Belarus Germany 8
Czech Republic Germany 8
FYROM Bulgaria 8
Greece UK 8
Latvia Ireland 8
Russia Ireland 8
Ukraine Slovakia 8
Belgium Ireland 7
Canary Islands Ireland 7
China France 7
China Germany 7
China Spain 7
France UK 7
Greece Belgium 7
Romania Italy 7
Bulgaria Greece 6
Greece Bulgaria 6
Latvia Germany 6
Latvia Sweden 6
Lithuania Poland 6
Poland Sweden 6
Serbia Bulgaria 6
United Arab Emirates Germany 6
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Starting point Ending point N. of flows
Belgium UK 3
Canary Islands Portugal 5
Latvia Poland 5
Latvia UK 9
Moldova Ireland D
Russia Czech Republic 9
Slovakia Czech Republic 9
Ukraine Austria 3
Ukraine Bulgaria 9
Ukraine Czech Republic 9
Ukraine Ireland 3
Algeria France 4
Bosnia and Herzegovina Slovenia 4
China Italy 4
Estonia Finland 4
Greece France 4
Greece Poland 4
Greece Spain 4
Italy France 4
Latvia Netherlands 4
Lithuania Denmark 4
Malaysia Ireland 4
Moldova Czech Republic 4
Netherlands Ireland 4
Poland Ireland 4
Romania Germany 4
Romania Hungary 4
Romania UK 4
Russia Bulgaria 4
Turkey Bulgaria 4
Turkey Germany 4
Ukraine France 4
United Arab Emirates Bulgaria 4
Andorra Spain 3
Belarus Estonia 3
Bosnia and Herzegovina Germany 3
Bosnia and Herzegovina Italy 3
Bulgaria Romania 3
Canary Islands UK 3
China Belgium 3
China Netherlands 3
China Romania 3
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Starting point Ending point N. of flows
China Sweden 3
Egypt Bulgaria 3
Estonia Germany 3
Hungary Germany 3
Hungary Romania 3
Iraq Germany 3
Latvia Czech Republic 3
Latvia Estonia 3
Luxembourg France 3
Moldova UK 3
Netherlands UK 3
Poland France 3
Poland Netherlands 3
Romania France 3
Russia France 3
Russia Romania 3
Serbia Slovenia 3
Slovenia Austria 3
Ukraine UK 3
United Arab Emirates France 3
United Arab Emirates Italy 3
United Arab Emirates Latvia 3
United Arab Emirates Romania 3
Albania Italy 2
Bulgaria UK 2
China Finland 2
China Latvia 2
China Russia 2
Croatia Italy 2
Czech Republic Poland 2
Egypt Ireland 2
Egypt Romania 2
Greece Hungary 2
Greece Ireland 2
Greece Lithuania 2
Greece Slovenia 2
Latvia Belgium 2
Latvia Lithuania 2
Malaysia Spain 2
Morocco Spain 2
Romania Greece 2
Russia Ukraine 2
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Starting point Ending point N. of flows
Slovakia Germany 2
Slovenia Italy 2
Tunisia France 2
Ukraine Spain 2
United Arab Emirates Czech Republic 2
United Arab Emirates Greece 2
United Arab Emirates Ireland 2
United Arab Emirates Poland 2
Vietnam Ireland 2

The main ITTP flows per quantity of
cigarettes seized

This section presents the main illegal
flows according to the quantity of
cigarettes seized detected between 2010
and 2013. Only the cases with available
information on starting and ending points

and the amount of cigarettes seized are
taken into consideration.

Table 23 shows the illegal flows detected
between 2010 and 2013 with a quantity
of cigarettes seized higher than 100,000
sticks.

Table 23. ITTP flows detected and quantity of cigarettes seized, number of sticks (2010-2013)

Source: Transcrime elaboration on different sources

Starting point Ending point Cigarette seized
China Spain 106,920,000
China UK 76,036,800
United Arab Emirates Bulgaria 67,360,000
United Arab Emirates Greece 63,005,000
United Arab Emirates UK 51,990,000
Turkey Romania 49,749,880
Greece Germany 47,747,200
Egypt Bulgaria 42,599,000
China Poland 41,770,000
Greece Belgium 40,703,000
Russia UK 39,300,000
Greece UK 38,180,000
Vietnam Ireland 38,000,000
China Ireland 37,378,000
Malaysia Ireland 35,000,000
Latvia Czech Republic 33,000,000
Belarus Poland 32,880,260
Greece Netherlands 32,808,000
Netherlands Ireland 27,500,000
Greece Italy 27,413,200
Russia Latvia 25,547,282
Belgium Ireland 22,800,000
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Starting point Ending point Cigarette seized
Greece Romania 22,671,600
Russia Lithuania 22,393,380
Greece Spain 22,340,000
Serbia Bulgaria 22,004,180
Lithuania Germany 21,843,200
United Arab Emirates Latvia 21,240,000
Belarus Lithuania 20,868,000
Latvia Germany 20,808,000
Belarus Latvia 20,602,297
Turkey Poland 20,000,000
Singapore Greece 19,460,000
Ukraine Hungary 19,217,060
China Latvia 18,651,000
Turkey Greece 18,644,120
Bulgaria Greece 18,496,800
China France 18,300,000
Spain Ireland 18,106,160
United Arab Emirates Poland 18,000,000
Greece France 17,835,000
China Russia 16,651,000
Poland UK 16,441,720
Malaysia Spain 15,350,000
Russia Germany 14,810,600
France UK 14,728,000
Moldova Turkey 13,887,500
Latvia Poland 13,280,000
Russia Poland 13,204,000
Moldova Romania 13,194,500
Greece Slovenia 13,100,000
Poland Germany 12,937,880
Latvia Hungary 12,800,000
Estonia Slovakia 12,329,520
Estonia Bulgaria 12,000,000
Syria Bulgaria 12,000,000
United Arab Emirates Italy 11,400,000
United Arab Emirates Czech Republic 10,675,000
Bulgaria UK 10,552,400
Belgium UK 10,514,000
Singapore UK 10,500,000
China Algeria 10,360,000
Greece Bulgaria 10,087,000
China Bulgaria 10,000,000
Egypt Greece 10,000,000
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Starting point Ending point Cigarette seized
United Arab Emirates France 10,000,000
Ukraine Romania 9,976,440
Netherlands UK 9,860,000
China Greece 9,650,000
Bosnia and Herzegovina Croatia 9,453,800
Hungary Greece 9,000,000
Malaysia UK 9,000,000
Greece Poland 8,980,000
Latvia Belgium 8,920,000
Ukraine Poland 8,745,200
China Romania 8,678,000
Romania Greece 8,611,400
China Cyprus 8,520,000
Egypt Italy 8,393,800
Ireland UK 8,240,000
United Arab Emirates Ireland 8,149,620
Lithuania Czech Republic 8,000,000
Singapore France 8,000,000
Singapore Ireland 8,000,000
China Finland 7,795,200
Estonia France 7,500,000
Spain Netherlands 7,480,000
United Arab Emirates Slovenia 7,036,400
Russia Finland 6,840,000
Greece Hungary 6,590,000
Latvia Austria 6,000,000
Ukraine Germany 5,942,400
Greece Lithuania 5,510,000
Morocco Spain 5,500,000
Russia Slovakia 5,400,000
Canary Islands Spain 5,352,300
Greece Latvia 5,139,560
Greece Austria 5,083,400
Slovakia Czech Republic 4,649,600
Latvia Estonia 4,635,600
Romania Italy 4,544,000
Poland Italy 4,413,760
Canary Islands Portugal 4,276,480
FYROM Czech Republic 4,000,000
China Germany 3,940,000
Poland Finland 3,821,600
Gibraltar Spain 3,456,440

36




Starting point Ending point Cigarette seized
Serbia Austria 3,379,200
Malta Netherlands 3,200,000
Latvia Lithuania 3,159,320
Russia Estonia 3,047,244
Lithuania Switzerland 3,000,000
Ukraine Belgium 3,000,000
Hungary UK 2,995,000
Egypt Romania 2,927,200
Lithuania Slovakia 2,900,000
Slovakia Germany 2,620,000
Estonia Finland 2,489,200
Ukraine Italy 2,454,900
France Ireland 2,354,020
Andorra Spain 2,330,000
Romania Germany 2,286,600
Belgium France 2,156,000
Moldova Italy 2,035,440
Serbia Romania 1,853,560
Lithuania Poland 1,610,000
Algeria France 1,406,000
Netherlands France 1,300,000
Latvia Netherlands 1,200,000
Ukraine France 1,169,700
Ukraine Ireland 1,088,740
Serbia Germany 1,043,680
Belarus Germany 1,016,200
Estonia Germany 1,000,000
Canary Islands UK 989,400
Greece Ireland 957,000
Poland Czech Republic 917,000
Russia Romania 889,800
Tunisia Italy 882,660
Ukraine Austria 784,000
Cyprus Ireland 755,000
Andorra France 750,000
China Portugal 690,000
Serbia Russia 655,600
Latvia Sweden 580,180
Ukraine Czech Republic 541,200
Ukraine Slovakia 536,400
Poland Austria 530,000
Turkey Germany 481,600
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Starting point Ending point Cigarette seized
Serbia Croatia 470,900
Poland Lithuania 440,000
Moldova Czech Republic 398,220
Bulgaria Slovenia 397,000
Lithuania Denmark 362,000
Lithuania Ireland 338,800
Russia Ukraine 335,160
Switzerland France 320,000
Czech Republic Germany 318,000
Moldova UK 318,000
Romania Hungary 305,920
Hungary Czech Republic 300,000
FYROM Bulgaria 296,800
Croatia Poland 292,440
Ukraine Bulgaria 279,600
Vietnam Czech Republic 268,000
Canary Islands Germany 264,400
Poland Netherlands 251,800
Serbia Slovenia 243,000
Russia France 240,000
Turkey Netherlands 236,000
Spain France 231,600
Bosnia and Herzegovina Italy 229,340
Hungary Germany 211,000
Romania France 210,400
Spain Germany 200,440
Bulgaria Romania 200,000
Lithuania Norway 199,800
Moldova Ireland 199,580
Greece FYROM 183,000
Bosnia and Herzegovina Slovenia 160,000
Canary Islands Ireland 157,400
Austria Italy 150,000
Poland Norway 144,680
Ukraine Spain 130,000
Moldova Greece 105,400
Latvia France 100,000

Further, the average quanitity of cigarettes
transported per flow is calculated for each
ITTP flow. In order to do that, the total
number of cigarettes seized is divided

by the number of frequencies recorded
between 2010 and 2013.
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Table 24 (p. 39) shows the top 50 ITTP
flows according to the average quantity of
cigarettes seized per flow.




Table 24. The main ITTP flows according to the average quantity of cigarettes transported per flow, million sticks (2010-2013)

Source: Transcrime elaboration on different sources

Starting point Ending point Million sticks per flow
United Arab Emirates Greece 21.00
Vietnam Ireland 19.00
United Arab Emirates Bulgaria 16.84
China Spain 15.27
Egypt Bulgaria 14.20
Latvia Czech Republic 11.00
Malaysia Ireland 8.75
United Arab Emirates Latvia 7.08
Netherlands Ireland 6.88
Greece Belgium 5.81
United Arab Emirates UK 5.78
Greece Spain 5.6%
Greece UK 4.77
China Poland 4.18
Russia UK 3.93
Turkey Romania 3.83
Serbia Bulgaria 3.67
Greece Netherlands 3.65
Belgium Ireland 3.26
China UK 2.82
Greece Germany 2.65
Greece Italy 2.49
China Ireland 2.20
Lithuania Germany 1.99
Greece Romania 1.51
Belarus Poland 1.03
Poland UK 1.03
Russia Poland 0.83
Egypt Italy 0.76
Russia Germany 0.64
Russia Finland 0.49
Canary Islands Spain 0.41
Ukraine Poland 0.40
Russia Latvia 0.38
Belarus Lithuania 0.37
Russia Lithuania 0.36
Ukraine Germany 0.35
Belarus Latvia 0.34
Poland Germany 0.26
Moldova Romania 0.17
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Starting point Ending point Cigarette seized
Ukraine Romania 0.17
Gibraltar Spain 0.15
Ukraine Italy 0.10
Serbia Germany 0.09
Russia Estonia 0.07
Serbia Romania 0.07
Moldova Italy 0.06
Tunisia Italy 0.06
Andorra France 0.05
Lithuania Ireland 0.04

(outliers automatically scored 100). The
highest value scores 100, whereas the
others with proportionally lower values
are given lower numbers.

The key countries in the ITTP flows - the ITTP Ending Point Index (Table 27,
p.43).
This section identifies the key starting,
transit and ending points of the ITTP
in the EU for the period 2010-2013. In
order to arrive at this information, three
different indexes are developed to rank
the most relevant countries as starting,
transit and ending points, based on both
quantity of cigarettes seized and number
of seizures:

In order to identify the top starting, transit
and ending points and develop the ITTP
Indexes, the same method is applied.
First, the total quantity of cigarettes
seized (in million sticks) and frequency
from/through/to each country is
calculated. Second, the so-called
outliers® are identified by means of the
modified Z-score method (outlier values
are in bold in Table 25, Table 26, p.42,
and Table 27, p.43).2' Third, countries

are given a quantity of cigarettes seized
and a frequency score between 0 and 100

For each country, scores for quantity
seized and frequency are summarized in
order to obtain a synthetic value. Finally,
the ITTP Starting/Transit/Ending Points
Indexes are created by re-scoring the
synthetic values and attributing 100 to
the highest one, and proportionally lower
- the ITTP Starting Point Index (Table 25); values to the others.
- the ITTP Transit Point Index (Table 26,
p.42);

Table 25. The ITTP Starting Point Index (2010-2013)

Source: Transcrime elaboration on different sources

Starting Point ?mu:alrl:tc::\yss;?;ﬁz? Frequency | Quantity Score | Frequency Score g:::::::; Score ::‘(I":xStarting el
Russia 214.29 377 58 100 158 100
China 1001.08 137 100 36 136 86
UAE 367.19 67 100 18 118 74
Belarus 145.59 261 40 69 109 69
Ukraine 85.67 249 23 66 89 56
Moldova 36.87 211 10 56 66 42
Latvia 125.36 55 34 15 49 31
Turkey 132.83 41 36 1M 47 30
Poland 41.01 124 " 88 A 28
Egypt 128.24 31 35 8 43 27
Serbia 51.29 110 14 29 43 27
Lithuania 80.07 62 22 16 38 24
Greece 77.67 55 21 15 36 23
Singapore 98.94 14 27 4 31 19

40



Starting Point ?muﬁrl'lt;:‘ysile‘:ﬁz? Frequency | Quantity Score | Frequency Score g:::::::; Score :'rl;'tll':xStarting et
Spain 62.73 42 17 11 28 18
Bulgaria 32.25 62 9 16 25 16
Malaysia 78.95 12 22 3 2% 16
EZ?S;Z?\::E] 28.52 48 8 13 20 13
Vietnam 55.52 (i 15 3 18 1M
Romania 16.96 50 5 13 18 1M
Netherlands 53.77 12 15 3 18 1M
Estonia 49.76 15 14 4 18 1M
Belgium 35.47 21 10 6 1® 10
Italy 32.17 19 9 5 14 9
France 22.77 23 6 6 12 8
Canary Islands 11.19 30 3 8 1M 7
Cyprus 2.3 7 9 2 11 7
Hungary 12.93 26 4 7 10 7
USA 28.00 6 8 2 9 6
Gibraltar 3.9 28 1 7 8 b
Tunisia 1.07 26 0 7 7 5
Sri Lanka 25.00 1 7 0 7 4
Andorra 3.48 20 1 5 6 4
Czech Republic | 1.78 19 0 5 6 3
Germany 8.60 11 2 3 3 3
FYROM 4.47 1 1 4 5 3
Slovakia 7.27 8 2 2 4 3
Syria 12.01 8 8 1 4 3
UK 6.77 5 2 1 3 2
Ireland 8.00 1 2 0 2 2
Morocco 5.50 8 1 1 2 1
Slovenia 0.06 8 0 2 2 1
Philippines 4.56 3 1 1 2 1
Switzerland 0.35 7 0 2 2 1
Luxembourg 0.05 7 0 2 2 1
Croatia 0.33 6 0 2 2 1
Malta 3.20 3 1 1 2 1
Iraq 0.04 6 0 2 2 1
Algeria 1.44 4 0 1 1 1
Albania 0.31 5 0 1 1 1
Armenia 0.01 5 0 1 1 1
Austria 0.19 4 0 1 1 1
Finland 2.50 1 1 0 1 1
Montenegro 0.08 3 0 1 1 1
Senegal 0.07 0 1 1 1
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Starting Point ?muﬁatt::\ysift:ﬁz? Frequency | Quantity Score | Frequency Score g:::et' + Freq. ::‘(I":xStarting Point
Pakistan 0.05 3 0 1 1 1
Sweden 0.00 8 0 1 1 1
Lebanon 0.07 2 0 1 1 0
Denmark 0.01 2 0 1 1 0
Hong Kong 0.00 2 0 1 1 0
India 0.00 2 0 1 1 0
Jordan 0.00 2 0 1 1 0
Libya 0.46 1 0 0 0 0

Iran 0.02 1 0 0 0 0
Ethiopia 0.02 1 0 0 0 0
Cambodia 0.01 1 0 0 0 0
gggﬂglifca” 0.00 1 0 0 0 0
Portugal 0.00 1 0 0 0 0
Table 26. The ITTP Transit Point Index (2010-2013)

Source: Transcrime elaboration on different sources

Tanstpant | OSSR | prueney oy scre || Dty T
Greece 646.30 68 100 100 200 100
Italy 295.08 54 46 79 125 63
Poland 172.97 48 27 71 97 49
Romania 59.14 49 9 72 81 41
Germany 65.95 47 10 69 79 40
Lithuania 51.68 Lb 8 65 73 36
Latvia 48.73 31 8 46 53 27
France 81.15 24 13 35 48 24
Netherlands 79.41 24 12 8 48 24
Slovenia 11.69 26 2 38 40 20
Belgium 210.30 8 88 4 37 18
Austria 8.25 19 1 28 29 15
Portugal 86.74 7 13 10 24 12
Estonia 8.78 15 1 22 23 12
Bulgaria 19.22 13 3 19 22 11
Spain 36.07 1M 6 16 22 1M
Czech Republic | 1.65 13 0 19 19 10
Hungary 1.44 12 0 18 18 9
Ireland 48.00 6 7 9 16 8
Croatia 5.16 9 1 13 14 7
Belarus 7.30 8 1 12 13 6
Sweden 0.14 6 0 9 9 4
UK 7.12 5 1 7 8 4
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Transit Point | (o aveke) | Freduency | ouantityscore | (RSN BN ore | Point ndex.
Egypt 20.00 2 3 3 6 3
UAE 0.05 3 0 4 4 2
Slovakia 0.00 3 0 4 4 2
Malta 7.60 2 1 3 4 2
Moldova 0.43 2 0 3 3 2
Cyprus 3.5 2 1 3 4 2
Denmark 0.01 2 0 3 3 1
Finland 0.00 2 0 3 3 1
Switzerland 0.01 1 0 1 1 1
Serbia 0.00 1 0 1 1 1
Turkey 0.00 1 0 1 1 1
52?22;0vina Ui ! U ! ! 1
Hong Kong 0.00 1 0 1 1 1
FYROM 0.00 1 0 1 1 1

Table 27. The ITTP Ending Point Index (2010-2013)

Source: Transcrime elaboration on different sources
Ending Point | (000 Y sticke) | Freaveney [ gears'” Score. | Frequency Score | Point index
UK 440.25 187 100 100 200 100
Italy 227.08 222 52 100 152 76
Germany 210.27 268 48 100 148 74
Romania 180.24 519 41 100 141 70
Ireland 221.09 140 50 75 125 63
Latvia 114.56 183 26 98 124 62
Poland 173.43 121 39 65 104 52
Spain 212.82 86 48 46 94 47
Bulgaria 254.51 57 58 30 88 L4
France 97.55 105 22 56 78 39
Czech Republic | 72.06 60 16 32 48 24
Greece 134.54 33 31 18 48 24
Netherlands 108.61 39 25 21 46 23
Estonia 9.98 62 2 88 85 18
Austria 52.71 34 12 18 30 15
Belgium 61.18 27 14 14 28 14
Sweden 6.34 47 1 25 27 13
Hungary 39.26 32 9 17 26 13
Finland 20.97 36 ® 19 24 12
Croatia 11.21 38 3 20 23 11
Slovakia 36.81 20 8 11 19 10
Lithuania 62.86 4 14 2 16 8
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Ending Point | (0 k) | Freaueney | gean Score | Froquency Score | Point index
Slovenia 20.98 17 B 9 14 7
Russia 29.06 13 7 7 14 7
Cyprus 26.55 8 6 4 10 5
Albania 43.00 1 10 1 10 5
Denmark 2.76 18 1 10 10 5
Norway 1.05 18 0 10 10 5
Portugal 7.20 "1 2 6 8 4
Luxembourg 25.31 3 6 2 7 4
Montenegro 21.63 8 9 2 7 3
Malta 1.85 10 0 5 6 3
Switzerland 3.01 ® 1 3 3 2
FYROM 9.18 2 2 1 3 2
Algeria 10.36 1 2 1 3 1
Ukraine 0.34 3 0 2 2 1
Lebanon 3.52 1 1 1 1 1
Moldova 0.00 2 0 1 1 1
Togo 0.00 2 0 1 1 1
Serbia 0.09 1 0 1 1 0
Belarus 0.04 1 0 1 1 0
Panama 0.00 1 0 1 1 0

The role of non-EU countries in the ITTP

both at EU and country level for the years
2010-2013.

with available information on starting
point (non-EUJ, ending point (EU), and the
amount of cigarettes seized (in million
sticks] are taken into consideration.

flows

THE QUANTITY OF CIGARETTES SEIZED
FROM NON-EU COUNTRIES

This section analyses the role performed
by non-EU countries in supplying illicit
tobacco products to the EU markets.

In order to carry out this analysis, the
shares of cigarettes seized and flows
from non-EU countries are calculated

The share and the quantity of cigarettes
originating from non-EU and EU
countries are calculated for each of the
28 EU countries and for the entire EU
(Table 28).

In order to calculate the share of
cigarettes seized from non-EU countries
both at EU and country level, only cases

Table 28. Quantity of cigarettes from non-EU and EU countries, percentage and absolute values (2010-2013)

Source: Transcrime elaboration on different sources

Country non-EU countries % non-EU EU countries % EU countries
Austria 4,438,020 23.1 14,751,200 76.9

Belgium 35,828,000 68.1 16,801,000 31.9

Bulgaria 209,146,780 89.3 25,161,000 10.7

Croatia 10,020,400 99.9 13,400 0.1

Cyprus 8,538,000 100.0 0 0.0

Czech Republic 15,932,820 23.1 53,157,540 76.9

Denmark 2,060,000 84.4 382,000 15.6
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Country non-EU countries % non-EU EU countries % EU countries
Estonia 3,118,644 441 3,950,400 55.9
Finland 14,635,200 69.9 6,310,800 30.1
France 52,850,420 54.4 44,313,130 45.6
Germany 111,850,820 62.4 67,361,000 37.6
Greece 140,844,520 79.5 36,245,960 20.5
Hungary 27,047,900 63.7 15,381,920 36.3
Ireland 155,507,880 77.0 46,418,260 23.0
Italy 124,159,940 85.4 21,217,100 14.6
Latvia 86,041,859 93.8 5,663,120 6.2
Lithuania 43,261,380 82.6 9,109,320 17.4
Luxembourg 25,310,000 100.0 0 0.0
Malta 460,000 100.0 0 0.0
Netherlands 34,012,980 65.9 17,575,400 34.1
Poland 144,599,460 85.7 24,162,440 14.3
Portugal 690,000 13,3 4,512,160 86.7
Romania 94,710,180 83.8 18,345,840 16.2
Slovakia 14,368,220 48.5 15,229,520 B8
Slovenia 14,439,400 69.0 6,497,000 31.0
Spain 179,897,080 930 12,468,140 6.5
Sweden 7,000 1.1 642,180 98.9
UK 283,925,800 79.5 73,390,600 20.5
EU 2,125,747,303 79.5 548,822,110 20.5

THE ITTP FLOWS FROM NON-EU

COUNTRIES

In order to calculate the share of ITTP
flows from non-EU countries both at
EU and country level, only cases with
available information on starting point

Table 29. ITTP flows from non-EU and EU countries, percentage and absolute values (2010-2013)

(non-EU) and ending point (EU] are taken
into consideration.

The share and the total amount of
flows originating from non-EU and EU
countries are calculated for each of the
28 EU countries and for the entire EU
(Table 29).

Source: Transcrime elaboration on different sources

Country non-EU countries % non-EU EU countries % EU countries
Austria 17 70.8 7 29.2

Belgium 5 313 " 68.8

Bulgaria 33 80.5 8 19.5

Croatia 23 92.0 2 8.0

Cyprus 4 80.0 1 20.0

Czech Republic 19 51.4 18 48.6

Denmark D 50.0 5 50.0

Estonia A 89.8 5 10.2

Finland 17 65.4 9 34.6
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Country non-EU countries % non-EU EU countries % EU countries
France 41 50.0 41 50.0
Germany 41 373 69 62.7
Greece 12 57.1 9 42.9
Hungary 12 54.5 10 45.5
Ireland 56 46.7 b4 533
Italy 104 77.0 31 23.0
Latvia 128 98.5 2 1.5
Lithuania 117 95.9 5 4.1
Luxembourg 2 66.7 1 333
Malta 2 66.7 1 333
Netherlands 7 241 22 75.9
Poland b4 771 19 22.9
Portugal 2 22.2 7 77.8
Romania 165 91.2 16 8.8
Slovakia 11 68.8 5 313
Slovenia 7 77.8 2 22.2
Spain 47 85.5 8 14.5
Sweden 8 421 1 57.9
UK 63 47.7 69 5783
EU 1056 69.7 458 30.3

4.3 ANALYSIS OF ACTORS AND MODUS
OPERANDI

COUNTRY LEVEL

This section outlines a profile of tobacco
smugglers in each EU Member State
including factors such as nationality, age,
and number of persons involved, and
describes the techniques (modus operandi)
used to produce, import, or smuggle illicit
tobacco within each country.

The sources used for the elaboration
of the “Actors and modus operandi”
subsection are:

- FAME database, comprising customs
press releases and national press
review. Both customs press releases
and online press review often provide
information on the nationality and age of
smugglers, together with details on the
vehicles used for transportation;

- LEA reports, which provide an overview
of the features of tobacco smugglers
and describe the modus operandi used,
according to their investigations and
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enforcement operations;

- academic & grey literature that are
relevant in some EU Member States;

- Transcrime’s project The Factbook on
Illicit Trade in Tobacco Products, which
contains specific sections on the

suppliers of illicit tobacco and the modus

operandi used to smuggle tobacco. This
study is available for eight EU countries
(Germany, Greece, Ireland, Italy,
Lithuania, Poland, Spain, and the UK];

- lllicit Factories Raided Dataset
(2006-2013), provided by PMI, and
integrated by FAME database and
open web sources on dismantled
illicit factories. It is a valuable source
for the identification of illicit tobacco

manufacturing facilities across the EU.

The analysis stems from the FAME
Database (see section 4.1), and is
combined with the other sources
identified. As far as FAME is concerned,
the disparity in the availability of
information across different countries
does not allow for quantitative
elaborations on the actors and modus

operandi for all EU countries. Rather,
below a minimum threshold of 100 cases
(Table 30, p.47 and Table 31, p.48), the
preferred method is to adopt a qualitative
approach and provide information of the
general prevalence (e.g., the majority

of cases). Above this threshold, a
quantitative approach is adopted.

In the “Actors” section, the following
features are analysed:

- number of individuals (both the total
number and the number of people
involved in every seizure);

- nationality;

- age.

In the “Modus operandi” section, the
following features are analysed:

- means of transport;

- presence of illicit tobacco
manufacturing facilities;

- presence of clandestine warehouses for
the storage of illicit tobacco.




Table 30. Actors and Modus Operandi, number of cases and data availability on number of smugglers and means of transport (2010-2013)

Source: Transcrime elaboration on different sources

Information on
Country Number of cases the number of % coverage Information on the | % coverage
smugglers means of transport

Austria 40 37 93% 36 90%
Belgium 17 14 82% 10 59%
Bulgaria 96 84 88% 67 70%
Croatia 331 250 76% 280 85%
Cyprus (i 8 73% 8 73%
Czech Republic 126 103 82% 83 66%
Denmark 6 2 33% 2 33%
Estonia 256 183 71% 190 74%
Finland 12 10 83% 11 92%
France 131 100 76% 93 1%
Germany 305 278 91% 253 83%
Greece 259 234 90% 158 61%
Hungary 71 58 75% 49 69%
Ireland 171 121 71% 130 76%
Italy 305 289 95% 273 90%
Latvia 585 474 89% 521 97%
Lithuania 651 610 94% 615 94%
Luxembourg 1 N/A 1 100%
Malta 16 7 4Lb% 12 75%
Netherlands 17 " 65% 3 18%
Poland 325 265 82% 283 87%
Portugal 37 32 86% 30 81%
Romania 956 806 84% 784 82%
Slovakia 38 28 74% 26 68%
Slovenia 58 43 81% 572 98%
Spain 133 123 92% 108 81%
Sweden 42 38 90% 29 69%
UK 158 99 63% 61 39%




Table 31. Actors and Modus Operandi, number of persons involved and data availability on nationality and age of the actors (2010-2013)

Source: Transcrime elaboration on different sources

Country _Number of persons Infqrmat_ion on the % coverage Information on the % coverage
involved nationality age
Austria 73 56 77% 27 37%
Belgium 72 44 61% 4 6%
Bulgaria 200 91 46% 57 29%
Croatia 381 283 74% 17 4%
Cyprus 8 7 88% 3 38%
Czech Republic 213 98 46% 22 10%
Denmark 2 2 100% 0 0%
Estonia 232 36 16% 13 6%
Finland 38 16 42% 3 8%
France 293 79 27% 34 12%
Germany 747 365 49% 237 32%
Greece 603 281 47% 259 43%
Hungary 85 51 60% 8 9%
Ireland 250 89 36% 67 27%
Italy 798 449 56% 105 13%
Latvia 564 335 59% 309 55%
Lithuania 842 664 79% 150 18%
Luxembourg N/A N/A N/A
Malta 16 9 56% 6 38%
Netherlands 30 18 60% 17 57%
Poland 403 211 52% 162 40%
Portugal 107 41 38% 4 4%
Romania 1,531 982 64% 452 30%
Slovakia 68 43 63% 2 3%
Slovenia 58 40 69% 1 2%
Spain 351 141 40% 61 17%
Sweden 106 26 25% 41 39%
UK 197 86 44% 107 54%
EUROPEAN LEVEL - explanation of actors’ features (age, ic
nationality), according to the ITTP A =—"— (20
This section aims at identifying the actors types; Seame! Aeane

features of the ITTP actors in the EU in
terms of number, age, nationality, and
modus operandi.

Where IC, is the quantity of illicit
cigarettes present in the EU according
to KPMG Project Star/Sun, S is the

FAME
quantity seized according to FAME
database, and A_,,. is the number of
actors involved in the ITTP according to

FAME database.

- identification of the means of transport
used, according to the ITTP types.

In order to categorise this data, the
following tasks are identified:

Estimates of the number of ITTP actors

The study estimates the total number

of the ITTP actors in the EU. In order to
provide a more reliable estimate, only
the years with the highest data coverage
(2012 and 2013) are considered.

The estimated number of actors [A[] is:

- provision of an estimate of the number
of the ITTP actors in the EU;

- classification of the ITTP actors,
according to quantities of tobacco seized;
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This formula is applied to both the 2012
and 2013 data. The average of the results
obtained corresponds to the yearly
number of individuals involved in the ITTP
in the EU. Further, a confidence interval
of +/-20% is calculated in order to provide
a minimum and a maximum estimate
(Table 32).

ITTP actors types

The FAME database is used in order to
classify tobacco ITTP types. Each tobacco
seizure is classified as small-scale,
medium-scale, or large-scale, according to
the quantity of cigarettes seized (Table 33).

Table 32. Estimating the number of tobacco smugglers in the EU (2012-2013)

Source: Transcrime elaboration on different sources

Small-scale ITTP, involving

relatively small quantities of tobacco
smuggled, occurs when the seizure
is below 100,000 cigarettes. Medium-
scale ITTP, comprised of medium-
large quantities, occurs when the
number of cigarettes seized ranges
between 100,000 and 749,999.

Quantity of illicit cigarettes in the EU [ICl] in 2012 and 2013 124,325,226,457
Quantity of cigarettes seized according to FAME database (S,,,,/), in 2012 and 2013 2,204,369,153
N. of ITTP actors, according to FAME database (A,,,J, in 2012 and 2013 4,419

Estimate of total actors involved in the ITTP [At], in 2012 and 2013 249,229
Estimate of total actors in one year 124,614
Estimate of total actors in one year -20% 99,692
Estimate of total actors in one year +20% 149,536

Table 33. ITTP types’ classification

ITTP typology N. of Cigarettes seized N. of seizures
Small-scale <100,000 2,921
Medium-scale 100,000 - 749,999 1,020
Large-scale >750,000 806

Large-scale ITTP, which includes large
quantities of tobacco, occurs when the
number of cigarettes seized is equal to or
more than 750,000 units.

The FAME database is the source used
to identify the main features of ITTP
actors in the EU, in terms of age and
geographical origin.

The age groups are created according

to the minimum and maximum ages of
individuals involved in tobacco seizures in
the EU between 2010 and 2013, which are
then aggregated into eleven age-groups:
<20; 20-24; 25-29; 30-34; 35-39; 40-44;
45-49; 50-54; 55-59; 60-64; >65.

Table 34. Aggregation of nationalities of actors into macro-geographical areas

The geographical nationalities of ITTP
actors are aggregated into different
geographical areas. Non-EU European
nationalities are included into a specific
category. Additionally, a category called
Other, containing residual nationalities, is
created. The classification is presented in
Table 34.

Asian Eastern Non-EU Northern Southern Western Other
European European European European European
Arab Bulgarian Albanian British Croatian Austrian Algerian
Armenian Czech Andorran Danish Cypriot Belgian American
Azerbaijani Estonian Belarusian Dutch Greek French Angolan
Bangladeshi Hungarian Bessarabian Finnish Italian German Chinese-French
Chinese Latvian Bosnian Irish Maltese Colombian
Georgian Lithuanian Chechen Swedish Portuguese Congolese
Iranian Polish Gibraltarian Spanish Cypriot-Turkish
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Asian Eastern Non-EU Northern Southern Western Other

European European European European European
Iraqui Romanian Kosovar Egyptian
Israelian Slovakian Macedonian Ethiopian
Jordanian Slovenian Moldovan French-Russian
Kazakh Rom German-Russian
Kyrgyzstani Russian Libyan
Lebanese Serbian Maghreb
Pakistani Swiss Moldovan-German
Singaporean Ukrainian Moldovan-Romanian
Syrian Moroccan
Turkish Romanian-Moldovan
Uzbek Romanian-Ukrainian
Vietnamese Senegalese

For each of the ITTP types identified
(Table 33, p.49], an ad hoc analysis is
carried out on the age and nationality

of the actors involved. Doing so allows
for an outlining of the differences in
actors’ profiles, according to small-scale,
medium-scale, and large-scale ITTP.

Means of transport

In order to identify the means of transport
used for the ITTP, the source is the FAME
database, containing information on the
means of transport (Table 30, p.47).

According to the available information,
six categories, composed of other

sub-categories, are created: “Air”, “Car &
Van”, “Train”, “Truck”, “Water transport”,
and “Other” (Table 35).

Considering that the information present
in FAME has been translated into
English from each of the official spoken
languages in the EU, in order to increase
the internal validity of this classification
and to minimise possible mistakes in
translation, a check is carried out on the
quantities transported by the different
means of transport.

In particular, by considering the average
capacities of motor vehicles, a maximum
threshold is fixed to the quantities

Table 35. Aggregation of means of transport into six categories

transported by cars and vans. Indeed,
cars can transport up to 1.5 million
cigarettes, vans up 2.0 million cigarettes.
Beyond these quantities, the means of
transport are reclassified as “trucks”.
Finally, cars and vans are aggregated
in a unique category, given the great
similarity and homogeneity of tobacco
loads transported by these vehicles.

A separate ad hoc analysis is carried
out on the variation of each means of
transport, according to different ITTP
types [small-scale, medium-scale, and

large-scale].

Air Car &Van

Train Truck

Water Transport

Other

Airplane Car

Train Truck

Boat

Animals

Van

Container

Bike

Ferry

Bus

Ship

Cart

Motorbike

On foot

Phaeton

Postal service

Sled

Swim

Tunnel
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4.4 ANALYSIS OF LAW ENFORCEMENT

COUNTRY LEVEL

At country level, the “Law Enforcement”
section describes the main bodies
involved in the fight against the ITTP (both
national customs and national police
forces), and the data on national seizures
of cigarettes and tobacco in the period
2007-2013. Further, this section shows
the three major cases of cigarette and

tobacco seizures that occurred in 2013.
Finally, to better understand where the
illicit products are smuggled in each
country, data on seizures are used to
create a map of places where seizures
occurred in 2013. This section uses all the
sources reported in Table 36.

Data on annual seizures are taken mostly
from national customs and LEA reports.
If there are no reports, other sources are
used. Data on seizures that occurred in

Table 36. Sources for law enforcement information by country (2007-2013)

Source: Transcrime elaboration on different sources

2013 are calculated according to data
contained in FAME database.

Data on annual cigarette and tobacco
seizures in the years 2007-2013 for each
of the EU Member States are organised
in a database (see section 3.3). In
general, data are collected from customs
and LEAs reports. If there are no reports,
then online press review and academic
and grey literature are used to complete
the database (Table 37, p.52).%

Customs press

LR 77 releases

Customs and LEAs
reports

Online press review

Academic & grey
literature

Austria

Belgium

Bulgaria

>

Croatia

Cyprus

Czech Republic

Denmark

Estonia X

Finland

France

Germany X

XXX [X|X|X|[X

Greece

Hungary

Ireland

Italy

Latvia

X | X | X[ X

Lithuania

XX | X[ X |X

Luxembourg

Malta

Netherlands

Poland

Portugal

Romania X

Slovakia

Slovenia

Spain

Sweden

XX [ X[ X

UK

NXIX[X|X|X[X|X|X|X|X

NAUX XXX (XXX X|X|IX[X|X|X|X|X[X|X|X[X|X|X[X|X|X[X]|X]|X
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Table 37. Sources for annual data on cigarettes and tobacco seizures by country (2007-2013)

Source: Transcrime elaboration on different sources

Country Source

Austria Customs and LEASs’ reports

Belgium Customs and LEAs’ reports; Online Press Review
Bulgaria Customs and LEASs’ reports

Croatia Customs’ Press Releases

Cyprus Customs and LEAs’ reports

Czech Republic

Customs and LEAs’ reports

Denmark Online Press Review

Estonia Customs and LEAs’ reports; Academic & Grey Literature
Finland Customs and LEAs’ reports

France Customs and LEAs’ reports

Germany Customs and LEASs’ reports

Greece Online Press Review; Academic & Grey Literature
Hungary Online Press Review

Ireland Customs and LEASs’ reports

Italy Customs and LEAs’ reports

Latvia Customs and LEAs’ reports

Lithuania Customs and LEAs’ reports

Luxembourg /

Malta Customs and LEAs’ reports (only data on major operations)
Netherlands Customs and LEAs’ reports

Poland Customs and LEAs’ reports

Portugal Customs and LEAs’ reports

Romania Customs and LEAs’ reports

Slovakia Customs and LEAs’ reports

Slovenia Customs and LEAs’ reports

Spain Customs and LEAs’ reports

Sweden Customs and LEAs’ reports

UK Customs and LEAs’ reports

Quantities of cigarettes and tobacco
seized are standardised in order to enable
comparison among countries. Therefore,
quantities of cigarettes are transformed
into cigarettes sticks and tobacco into
kilograms. From these data, a figure
showing the trend of seizures in each
country is created.

The three major 2013 operations are
selected through the FAME database. To
verify that these cases are actually the
largest operations in 2013, and to obtain
the missing operations, the document is
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sent to national Europol Liaison Officers
(ELOs) of the 28 EU Member States.
The ELOs verify the cases and provide,
for each case, additional information
about actors, modus operandi, origin,
destination and types of the products.®

Cigarette seizures are georeferenced
using 2013 data from customs press
releases and online press reviews.

The geodataset includes 520 cities and
reports two columns. In one column, the
place (city) where the seizure occurred
is indicated; in a second column, the

quantity of cigarettes seized during the
year in that city is provided.* Transcrime
geocodes® and georeferences cities, and
classifies these cities according to the
quantities of cigarettes seized (Table 38,
p.53).




Table 38. Geodataset. Seizures georeferenced per country. Percentage of coverage over annual data on seizures (2013)

Source: Transcrime elaboration on different sources

Country Seizures georeferenced Annual data on seizures Percentage of coverage
Austria 9,526,200 12,500,000 76%
Belgium 10,476,040 172,991,800 6%
Bulgaria 13,057,510 44,028,924 30%
Croatia 1,408,110 8,938,070 16%
Cyprus 4,432,539 6,118,772 72%
Czech Republic 15,055,587 / /
Denmark 132,140 811,940 16%
Estonia 6,468,795 11,200,000 58%
Finland 917,000 3,800,000 24%
France 63,552,120 430,000,000 15%
Germany 78,872,880 147,000,000 54%
Greece 330,484,740 450,000,000 73%
Hungary 24,086,320 / /
Ireland 27,096,360 40,800,000 66%
Italy 79,881,720 118,889,000 67%
Latvia 43475260 50,792,739 86%
Lithuania 54,040,140 118,000,000 46%
Luxembourg / / /
Malta 23257000 / /
Netherlands 32,940,000 83,000,000 40%
Poland 162,346,840 402,000,000 40%
Portugal 35,380,000 / /
Romania 27,517,011 166,000,000 17%
Slovakia 41,217,220 44,673,383 92%
Slovenia 4,369,400 / /
Spain 80,790,180 207,093,100 39%
Sweden 5,978,320 22,100,000 27%
UK 71,712,868 1,043,100,000 7%
EUROPEAN LEVEL identification of individuals involved IR= o (21)
in the ITTP, seizures of illicit tobacco Seame! A

At the European level, the “Law
Enforcement against the ITTP” section
describes the main European and
international agencies involved in the fight
against the ITTP, as well as the joint law
enforcement operations they coordinated
in 2013. Information and data are taken
from the official agency websites, and
from the reports these agencies publish
yearly.

Further, this section analyses the main
national law enforcement activities
conducted between 2007 and 2013:

products, and dismantlement of illicit
manufacturing facilities.

Estimates of the number of individuals
reported for ITTP offences

The study estimates the number of
individuals reported for ITTP offence. In

order to provide a more reliable estimate,

only the years with the highest data

coverage (2012 and 2013] are considered.

The estimated number of individuals
reported (IR] is:

FAME FAME

Where S  is the quantity of cigarettes
seized in EU according to official sources,
Siaue IS the quantity seized according to
FAME database, and A, is the number
of actors involved in the ITTP according to
FAME database. This formula is applied to
both the 2012 and 2013 data. The average
of the results obtained corresponds to
the yearly number of individuals reported.
Further, a confidence interval of +/-20% is
calculated in order to provide a minimum
and a maximum estimate (Table 39, p.54).
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Table 39. Calculation of the number of individuals reported for ITTP offence

Source: Transcrime elaboration on different sources

Cigarettes seized in 2012 and 2013 according to official sources [SOﬁ] 8,603,946,793
Cigarettes seized in 2012 and 2013 according to FAME database (S,,,.) 2,204,369,153
Number of actors involved in the ITTP in 2012 and 2013 according to FAME database [AFAME] 4,419
Estimate of individuals reported in 2012 and 2013 (IR] 17,248
Estimate of individuals reported in one year 8,624
Estimate of individuals reported in one year-20% 6,899
Estimate of individuals reported in one year+20% 10,349

Seizures of illicit tobacco products

Countries” data on annual seizures are
aggregated to create data on annual
seizures at EU level.

These data are also aggregated by
European macro-regions:

- Eastern Europe: Bulgaria, the Czech
Republic, Estonia, Hungary, Latvia,
Lithuania, Poland, Romania, Slovakia,
and Slovenia;

- Northern Europe: Denmark, Finland,
Ireland, Sweden and the UK;

- Southern Europe: Croatia, Greece, Italy,
Malta, Portugal, and Spain;

- Western Europe: Austria, Belgium,

France, Germany, Luxembourg, and
the Netherlands.

Cigarette seizures are georeferenced
using 2010-2013 data from customs
press releases and online press review.
The geodataset includes 1,189 cities and
has two columns: the first with the place
(city) where the seizure occurred, and
the second with the average quantity

of cigarettes seized in that place in the
period 2010-2013.3¢ Transcrime geocodes
and georeferences cities, and classifies
these cities according to the average
quantities of cigarettes seized in the
period 2010-2013.

Seizures by the areas of countries are
calculated from the FAME database.?”
Transcrime associates cities with their

Table 40. Number of illicit tobacco manufacturing facilities dismantled (2010-2013)

Source: Transcrime elaboration on different sources

Countries Number of facilities
Belgium 4
Bulgaria 8
Croatia 6
Czech Republic 19
Germany 1
Greece 3
Hungary 6
Latvia 3
Lithuania 2
Netherlands 3
Poland 51
Romania 30
Slovakia 9
Spain 2
UK 3
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subnational area and aggregates data on
the average quantity seized between 2010
and 2013.%

A third analysis is conducted on seizures
occurring between 2010 and 2013, to
understand which areas are the hotspots
for cigarette seizures (territories with the
highest concentration of the number of
seizures that occurred).*’

Illicit tobacco manufacturing facilities

The number of illicit tobacco
manufacturing facilities dismantled in
2010-2013 in EU is obtained from the
FAME database and the /llicit Factories
Raided Dataset (2006-2013), provided by
PMI (Table 40). Transcrime geocodes and
georeferences cities where illicit facilities
were dismantled.




m SOURCES OF INFORMATION ON REGULATION

Transcrime collects information on
national regulation for the 28 EU countries
through a National Scoreboard on the illicit
trade in tobacco products. The National
Scoreboard aims to provide a better
overview of the policy measures used to
tackle the ITTP within the 28 EU countries.

The National Scoreboard is divided into
two main indicators: Anti-ITTP initiatives
and Supply chain control. The term
“anti-ITTP initiatives” covers a range of
provisions and actions that can contribute
to tackling ITTP.

According to Art.1 of the WHO FCTC
Protocol, the term “supply chain” covers
both the act of manufacturing of tobacco
products and the actual manufacturing
equipment; it also includes import

or export of tobacco products and
manufacturing equipment and may

be extended [...] to [...]: (a) retailing

of tobacco products; (b) growing of

tobacco, except for traditional small-
scale growers, farmers and producers;
(c) transporting commercial quantities
of tobacco products or manufacturing
equipment; and (d) wholesaling,
brokering, warehousing, or distribution
of tobacco and tobacco products or
manufacturing equipment (WHO FCTC
Protocol to Eliminate Illicit Trade in
Tobacco Products].

9.1 THE ANTI-ITTP INITIATIVES INDICATOR

The Anti-ITTP initiatives indicator is
composed of 7 sub-indicators and 11
related selected variables (Table 41).
The purpose of the Anti-ITTP initiatives
indicator is to assess the existence

of different policy measures aimed

at curbing the illicit trade of tobacco
products in illegal channels. The items of
the first indicator are developed through
the analysis of several documents.“?

Table 41. Anti-ITTP Initiatives Indicators. Sub-indicators and variables

The Memorandum of Understanding (MOU)
and legal agreements between tobacco
manufacturers and national public bodies

The first sub-indicator deals with the
existence of written documents between
tobacco companies and national public
bodies, which provide for one or more
legal obligations between them aimed at
preventing and controlling the ITTP. MOUs
are not compulsory, and no penalties
exist if the parties fail to honour them. On
the other side, the legal agreements are
legally binding and enforceable for the
contracted parties.

Control measures

The second sub-indicator refers to the
existence of a national legal duty to
destroy all confiscated cigarettes and
other illegal tobacco products, as well
as any seized manufacturing equipment
(Interpol 2014).

A1. Cooperation agreements between national public bodies and tobacco companies to prevent and control the ITTP

A1.1 Existence of national written agreements on the ITTP with tobacco manufacturers

A2. Control measures

equipment

A2.1 Existence of national legal duty to destroy all confiscated cigarettes and other illegal tobacco products and manufacturing

A3. National action plan against the ITTP

A3.1 Existence of public documents on the national strategy to prevent and control the ITTP

A4. National and regional public awareness campaign

A4.1 National

A4.2 Regional

Ab. Official estimates of the size of the ITTP

Ab5.1 Public data

A5.2 Yearly data

Ab. Availability on data on seizures of the ITTP

A6.1 Public data

Ab.2 Yearly data

A7. Availability on data on convictions for the ITTP

A7.1 Public data

A7.2 Yearly data
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National action plan against the ITTP

The third sub-indicator deals with the
existence of national documents written
on the principal measures taken to
implement the action against the ITTP,
which provide for criminal punishment,
administrative penalties, and other
punitive measures.

National and regional public awareness
campaign against the various forms of
the ITTP

The fourth sub-indicator concerns the
existence of national and regional public
awareness campaigns against the ITTP
and counterfeiting, promoted by the
government ministries and focused on

increasing consumer awareness of the
risks associated with illicit tobacco.

Official estimates of the size of the ITTP

The fifth sub-indicator deals with the
existence of estimates of the size of the
ITTP provided by public institutions.

Availability of data on seizures of the
ITTP

The sixth sub-indicator refers to the
existence of periodic (yearly) and public
data on seizures of the ITTP.

Table 42. Supply chain control indicators. Sub-indicators and variables

Availability of data on convictions
for the ITTP

The seventh sub-indicator concerns the

existence of periodic (yearly) and public
data on convictions for the ITTP.

9.2 THE SUPPLY CHAIN CONTROL INDICATOR

The Supply chain control indicator is
composed of 7 sub-indicators and 28
variables (Table 42). The items selected
reflect the legal provisions of Part Il
Supply Chain Control, of the Protocol

to Eliminate Illicit Trade in Tobacco
Products, which establishes a regime
aimed at the prevention of the illicit
tobacco trade by securing the legitimate
supply chain.*!

B1. Licensing system

B1.1 Manufacturing of tobacco products and tobacco manufacturing-equipment

B1.2 Import or export of tobacco products and tobacco manufacturing-equipment

B1.3 Retail of tobacco products

B1.4 Growth of tobacco, except for personal use

B1.5 Transport of commercial quantities of tobacco products or manufacturing-equipment

B1.6 Wholesaling, brokering, warehousing activities or distribution of tobacco and tobacco products or manufacturing-equipment

B2. Due diligence

relationship

B2.1 Existence of a requirement for all natural and legal persons engaged in the supply chain of tobacco, tobacco products
and tobacco manufacturing-equipment to conduct due diligence before the beginning of and during the course of, a business

B2.2 Existence of a requirement for all natural and legal persons engaged in the supply chain of tobacco, tobacco products and
tobacco manufacturing-equipment to monitor the sales of their customers to ensure that the quantities are commensurate with
the demand for such products within the intended market of sale or use

trade activities

B2.3 Existence of a requirement for all natural and legal persons engaged in the supply chain of tobacco, tobacco products and
tobacco manufacturing-equipment to report to the competent authorities any evidence that the customer is engaged in illicit

identification system

B2.4 Existence of a requirement for all natural and legal persons engaged in the supply chain of tobacco products for a customer

B3. Tracking and tracing

B3.1 Existence of a national legal provision on a tracking and tracing system

B4. Record-keeping

B4.1 Existence of a requirement for all natural and legal persons engaged in the supply chain of tobacco, tobacco products and
tobacco manufacturing-equipment to maintain complete and accurate records of all relevant transactions

tobacco products

B4.2 Existence of a requirement for such records to allow for the full accountability of materials used in the production of their

B4.3 Existence of a requirement for retailers to maintain complete and accurate records of all relevant transactions

B4.4 Existence of a requirement for tobacco growers to maintain complete and accurate records of all relevant transactions
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B5. Security and preventive measures

B5.1 Existence of a requirement for people subject to licensing to report to the competent authorities the cross-border transfer
of cash in amounts stipulated in national law or of cross-border payments in kind

B5.2 Existence of a requirement for people subject to licensing to report to the competent authorities all suspicious transactions

B5.3 Existence of a requirement for people subject to licensing to supply tobacco products or manufacturing equipment only in
amounts commensurate with the demand for such products

B5.4 Existence of requirements for payments transactions carried out by people subject to licensing to be allowed just in the
currency and in the same amount as the invoice and only through legal models of payments from financial institutions located in
the territory of the intended market and not to be operated through any other alternative remittance system

B5.5 Existence of requirements that for payments carried out by people subject to licensing for materials used for the
manufacture of tobacco products in its jurisdiction to be allowed just in the currency and in the same amount as the invoice and
only through legal models of payments from financial institutions located in the territory of the intended market and not to be
operated through any other alternative remittance system

B5.6 Existence of criminal, civil or administrative procedures, or effective, proportionate and dissuasive sanctions, including the
suspension or cancellation of a license in case of contraventions of the requirements listed above

Bé. Sale by Internet, telecommunication or any other evolving technology

obligations covered by the Protocol

B6.1 Existence of a requirement for all legal and natural persons engaged in any transaction with regard to tobacco products
through Internet, telecommunication or any other evolving technology-based modes of sale to comply with all relevant

B6.2 Existence of a ban on retail sales of tobacco products through Internet, telecommunication or any other evolving technology

B6.3 Licensing system for any internet transactions with regard to tobacco products

B7. Free trade zones (FTZs)

B7.1 Absence of FTZs for tobacco products

B7.2 If no, existence of effective controls in FTZs on the manufacturing and transactions in tobacco and tobacco products

the time of removal from free zones

B7.3 Existence of a prohibition in FTZs of the intermingling of tobacco products with non-tobacco products in a single container at

equipment

B7.4 Existence of effective controls in FTZs on the international transit or transshipment of tobacco products and manufacturing

Licensing system

The first sub-indicator verifies the
existence of a licensing system for the
manufacturing, importing, exporting,
retailing, commercial growing,
transporting, wholesaling, brokering,
warehousing, and distribution of
tobacco, tobacco products, and tobacco
manufacturing equipment.*? An
established licensing system should
contribute to the prevention of the ITTP,
enabling the identification and control
of legitimate market operators (Interpol
2014).

Due diligence

The second sub-indicator verifies the
existence of a due diligence requirement
for all natural and legal persons engaged
in the supply chain of tobacco, tobacco

products, and manufacturing equipment
(Interpol 2014). A due diligence system
should contribute to the prevention of
the ITTP, enabling the identification and
control of legitimate market operators.

Tracking and tracing

The third sub-indicator verifies the
existence of a national legal provision

on a tracking and tracing system.
Tracking and tracing means 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
(WHO FCTC, Protocol to Eliminate Illicit
Trade in Tobacco Products, Art. 1 point
14). Tracking and tracing are systems
(codes, markings, or tax stamps)

making it possible to track (i.e. monitor
tobacco products in their route from

the manufacturer to the retailer) and to
trace (i.e. recreate the route of tobacco
products in the supply chain) tobacco
products, at least at the master case
level or equivalent (Interpol 2014).
Tracking and tracing systems should
contribute to the prevention of the ITTP,
monitoring tobacco products that are
produced legally and decreasing the
availability of illicit tobacco in the supply
chain.

Record-keeping

The fourth sub-indicator verifies

the existence of a record-keeping
requirement for all natural and legal
persons engaged in the supply chain

of tobacco, tobacco products, and
manufacturing equipment (Interpol 2014).
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Security and preventive measures

The fifth sub-indicator verifies the
existence of a requirement for people
subject to licensing to abide by security
and preventive measures. This measure
is designed to prevent the diversion

of tobacco products into illicit trade
channels. The major component of this
item is the assessment of the existence of
security and preventive measures focused
on ensuring that the supply of tobacco
products and manufacturing equipment
are in amounts that are commensurate
with demand in the intended market of
sale (Interpol 2014).

58

Sale by Internet, telecommunication, or
any other evolving technology

The sixth sub-indicator verifies the
existence of a control or a ban for all
legal and natural persons engaged

in any transaction with regard to

tobacco products through Internet,
telecommunication, or any other evolving
technology (Interpol 2014).

Free Trade Zones (FTZs)

The seventh sub-indicator refers to

the existence of FTZs. FTZs are special
areas within the customs territory

of the EU. Goods placed within these
areas are free of import duties, value
added tax (VAT), and other import
charges.” This can be a favourable
opportunity for the ITTP (Interpol 2014).



ENDNOTES

'The areas follow the Nomenclature
of Units for Territorial Statistics
(NUTS] proposed by the EU. This is a
standard subdivision of the countries
for statistical purposes. Three NUTS
levels (NUTS1, NUTS2, NUTS3) are
established by Eurostat for each

EU MS. The numbering starts at 1,
since the nomenclature NUTSO is
associated with the national territory.
The subdivisions do not necessarily
correspond to administrative divisions
within the country.

20nly Finland, Ireland, Italy and
Sweden provide data at the NUTS2
level for all of the considered years.
The areas for Finland and Ireland are
different from NUTS2 areas to ensure
that smoking prevalence is available
for all of the areas and years.

®When the information on the number
of sticks is unavailable, the calculation
is made on the number of packs.

The use of packs, instead of sticks,
introduces minimal discrepancies in
the estimates of the prevalence of
non-domestic cigarettes. For example,
using the 2011 EPSs coming from the
Netherlands, in which the number of
sticks is reported for each element

of the sample, the non-domestic
prevalence is 19.3% when considering
packs and 19.4% when considering
sticks. The same example for

Poland shows that the non-domestic
prevalence in 2011 is 12.8% when
considering packs and 12.7% when
considering sticks.

“ For the purpose of clarity, note that
all values referring to the numbers
of sticks gathered through the EPSs
contain “s” in their labels.

5 As an example, in Latvia, EPS data for
area Vidzeme are missing for the years
2006, 2007 and 2008. The methodology
for estimating ND%,,,, is:

1. Calculation of the average of ND% of
the neighbouring areas of Vidzeme

for all of the periods of analysis
(ND%,"", for t=2006,...,2013);

2. Calculation of the percentage
difference between the available ND%
of Vidzeme and the period average of
the neighboring areas
[At =N DO/D(Vidzeme _ WO/Olneigh] /WO/Otneigh‘
for t=2009,..., 2013). The adjusted
factor is given by the mean of those

2013
t=2009 "t ] .
2013 !

t=2009

differences (A =
1

3. Imputation of the missing data of
Vidzeme through the average of the

ND% of its neighboring areas corrected

by the adjusted factor _
(ND%,"dzeme = ND%, i (1 + A, for
t=2006,2007,2008).

®p,and p, are the prices in € of a
20-cigarette pack of the cheapest brand
available in the countries. The 2007
values stand in for 2006 values, which
have not been collected.

7 Counterfeits and illicit whites are
neither included in NDs_ nor in NDs_so
as to better approximate the distribution
of cross-border purchases.

® 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 2014, 3).

? 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 into and sale in 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 2014, 4).

10 Other illicit cigarettes enter the illicit
market through different illicit forms of
ITTP, including:

- Smuggling (or contraband): the

unlawful movement or transportation
of tobacco products from one tax

jurisdiction to another without the

payment of applicable taxes or in
breach of laws prohibiting their import
or export (Joossens and Raw 2012,
230-231; KPMG 2014, 3; Allen 2014, 6).
Bootlegging: the legal purchase

of tobacco products in a low-tax
country and the illegal retail of them

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;
KPMG 2014, 3; Allen 2014, 6-7).

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

" German EPSs provide the brand of the
collected cigarettes but not the company.
Therefore, for Germany, the analysis
takes into account the brands and not
the companies. The 2011 Swedish EPS
provides neither the manufacturer nor
the brand of packs other than PMI ones.
Therefore, the estimate of the volume of
IW is missing for Sweden in 2011.

2 As an example, in Slovakia, an equation
for area Eastern Slovakia gives a negative
value of forthe years 2012 and 2013. The
methodology for estimating Ols Fastern stovakia
then is:

1

. Calculation of the average of of the

neighboring areas for all of the periods
of analysis (0/s 9", for t=2006,...,2013);

2. Calculation of the percentage

difference between the available of
Eastern Slovakia and the average of
neighboring areas
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( A%t:[ OlgtEas(ern Slovakia _@tneigh] /0 /;tEastern Slovakia,
for t=2006, 2011). Now, the adjusted
factor is given by the mean of those
oy o
differences (A%, %];
e |
3. Imputation of the new data of Eastern
Slovakia through the average of the of
its neighbouring areas corrected by the
adjusted factor
[%{Eas(. Slovakia — @tneigh . [’l + A_%East.Slovakia]'

for t=2012,2013).

3 This linear adjustment causes the share
of non-domestic legal (Ls_adj/NDs ) to
overcome 1 for some areas and some
years of Denmark (South Denmark 2013)
and Greece (lonian Island 2008, 2009; South
Aegean 2008, 2009; West Greece 2006,
2011; West Macedonia 2008). This is due to
the fact that EPS data are not available for
some years for some as (Table 5, p.8).
Ls_adj_for the specified areas in the
specified years are imputed through the
adjusted average of the corresponding
values of the neighboring areas.

™ A non-domestic (legal) product is a
product that is brought into the market
legally by consumers, such as during a
cross-border trip (KPMG 2013).

5 The sum of legal non-domestics

and other illicit cigarettes is the proxy
for legal non-domestics due to the
impossibility of simultaneously isolating
the two groups within the data coming
from the EPSs.

6 Data come from the EPSs. If the
information on the number of sticks is
unavailable, the calculation is made on
the number of packs.

7 The academic literature consists

of scientific productions written by
researchers, scholars, experts in the field,
etc. and published in scientific journals.

'® The grey literature is comprised of
informally published written materials
such as publications by private or public
organisations, technical and research
reports, research projects, graduation
and Ph.D. theses, or presentations for
conferences, seminars, etc.

% These keywords are translated first
from English to the other languages
using Google Translate. Afterwards,
they are adjusted and validated by PMI's
local representatives. For Malta, the
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translation from English to Maltese is not
validated. Therefore, only keywords in
English are used for data searching and
collection.

2The website EMM News Brief gathers
articles from news portals worldwide

in 60 languages and classifies them
according to thousands of criteria. It was
activated by the European Commission’s
Joint Research Centre and Directorate
General Communication. It is updated
every 10 minutes, 24 hours a day.

21Zotero is a research tool that

allows users to manage bibliographic
information. It permits adding contents
to a personal library, including PDFs,
images, audio, video files, and web pages.
Zotero automatically indexes the full-text
content of the library.

22 Articles with identical information are
removed. However, similar articles (e.g.
similar quantity, same place or same
number of actors involved) are read
again in order to find out if they refer to
the same law enforcement operation.

If this is verified, the article with less
information is deleted.

2 With regard to national customs, there
are no reports for: Croatia, Cyprus,
Greece, and Luxembourg. Further, for the
other countries, it is not always possible
to cover all the considered period.

With regard to LEAs, reports are found

on websites only for Ireland (Garda
Siochana), Italy (Financial Police), and the
Netherlands (Police).

% Quantities of cigarettes in customs
press releases are in millions or
thousands of sticks, and data on tobacco
in grams, kilograms, and tonnes. To
make data comparable, it is necessary
to standardise data. Indeed, two new
columns are added to the database: in
the first one, the original quantities of
cigarettes are transformed into number
of sticks; in the second one, original
data on tobacco are transformed into
kilograms of tobacco.

% The column ‘Modus operandi’ of the
customs press releases and the columns
“Means of transport” and “Notes” of the
press review are joined into five new
columns: “Transport (general)”, which
includes the general classes of means

of transport used (e.g. motor vehicles);
“Transport (specific)”, which specifies the

precise mean of transport used (e.g. car,
truck, van, bus); “Illicit manufacturing”,
which informs on the presence or
absence of an illicit tobacco factory;
“Tobacco storage”, which specifies the
place where illicit tobacco was stored
(e.g. house, warehouse); “Illicit retail
channels”, which gives information about
the place where illicit tobacco products
is sold.

% Transcrime has received the validation
for nineteen countries (Austria, Belgium,
Bulgaria, Croatia, Cyprus, Estonia,
Finland, France, Greece, Hungary, Latvia,
Lithuania, Portugal, Romania, Slovakia,
Slovenia, Spain, Sweden, and the UK].
For five countries (Greece, Latvia,
Lithuania, Portugal, and Slovenia), only
some information has been added from
Europol, because cases have been
already found in open sources. For other
countries, new cases have been added.
These countries are: Austria (2 cases),
Belgium (2 cases), Bulgaria (1 case],
Croatia (2 cases), Cyprus (2 cases),
Estonia (2 cases), Finland (2 cases),
France (2 cases), Hungary (2 cases),
Romania (2 cases), Slovakia (3 cases),
Spain (1 case), Sweden (3 cases), and the
UK (1 case).

2’Customs press releases and online
press, although not available for all 28
countries, always provide information
on the place and quantity of tobacco/
cigarette seizures and details on the
vehicles used for the transportation.
Additionally, they often provide
information on the country of origin and
final destination of tobacco/cigarettes
seized.

2 Customs and LEA reports are useful
sources, as they provide a general
overview of the illicit flows in a given
country based on information arising
from investigations and enforcement
operations. However, they are not as
detailed as the sources described above.
Indeed, they often miss information on
either places of seizure or quantity of
products seized, as well as means of
transport.

% |ts relevance for the analysis of

the illicit flow varies according to the
country, even if it may be considered
scarce because of the small number
of contributions. Additionally, these
contributions never have flows as their
specific focus; rather, they provide



only general information on the ITTP

in the country and overall evidence

on illicit flows. An important source is
Transcrime’s Factbook on lllicit Trade

in Tobacco Products. The report has
specific sections on the origin countries,
routes, points of entry, and means of
transport. This study is available for eight
EU Member States (Germany, Greece,
Ireland, Italy, Lithuania, Poland, Spain,
and the UK).

30 Qutliers are numeric values in any
random dataset, which have an unusually
high deviation from either the statistical
mean or the median value.

¥ The modified Z-score method identifies
the outliers by calculating the deviation
for each number (expressed as modified
Z-score), and testing it against certain
predefined threshold. The modified Z-score
method applies the median computation
technique to measure the deviation and
provides robust statistical detection of
outliers. Thus, they were identified by
calculating the median of the distribution
and then the median absolute deviation
(MAD). Countries recording Z-scores with
an absolute value of greater than 3.5-MAD
are considered outliers, and they are given
the same score as the country with the
higher value within the dataset.

%2 For Croatia and Malta, it is possible

to make some elaboration to obtain an
approximation of the annual data. Indeed,
for Croatia, data on seizures reported

by Customs press releases and online
press review are summed up for the
years 2010-2013, and the annual data

are approximated. For Malta, data on
major seizures, reported on Customs
reports, are summed up and used to
create an approximation of the annual
data. The only country without any data on
annual cigarettes and tobacco seizures is
Luxembourg.

¥ Transcrime has received the validation
for nineteen countries (Austria, Belgium,
Bulgaria, Croatia, Cyprus, Estonia,
Finland, France, Greece, Hungary, Latvia,
Lithuania, Portugal, Romania, Slovakia,
Slovenia, Spain, Sweden, and the UK].

%The geodataset excludes: a) cases that
do not report the place of arrest; b) cases
that reveal only the area or the county,
but not the city; c) cases that combine
quantities seized in more than one city.

% Transcrime geocodes (associates a place
to its specific latitude and longitude) cities,
using PTV Map&Market, Google Maps,
Geographic.org, and Dateandtime.info.

% The geodataset excludes: a) cases that
do not report the place of arrest; b) cases
that reveal only the area or the county,
but not the city; c) cases that combine
quantities seized in more than one city.

37 For further information on the areas
see section 1.1.

% ArcMap is used to aggregate cities at
areas’ level.

% The hotspots are identified using the
NNH (Nearest Neighbor Hierarchical
Clustering) routine in CrimeStat.

“0|n the construction of the Anti-ITTP
initiatives indicator, the following sources
are reviewed: Sweeting J, Johnson T,
and Schwartz R. 2009. Anti-Contraband
Policy Measures: Evidence for Better
Practice. Toronto, ON: The Ontario
Tobacco Research Unit, Special Report
Series. June 2009; WHO FCTC. Protocol
to Eliminate Illicit Trade in Tobacco
Products (in particular Part IV, Offences,
Articles 18); Transcrime’s Factbook

on the Illicit Trade in Tobacco Products
(France, Germany, Greece, Ireland, Italy,
Lithuania, Poland, Spain, and the UK]
(www.transcrime.it); Interpol, Office of
Legal Affairs, Combatting illicit trade

in tobacco products: a guide for policy-
makers, Legal Handbook Series, 2014.

“TIn the construction of the Supply chain
control indicator, the following sources are
also reviewed: 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;
Transcrime’s Factbook on the Illicit Trade

in Tobacco Products (France, Germany,
Greece, Ireland, Italy, Lithuania, Poland,
Spain, UK] (www.transcrime.it); Interpol,
Office of Legal Affairs, Combatting illicit
trade in tobacco products: a guide for
policy-makers, Legal Handbook Series,
2014; Sweeting J, Johnson T, and Schwartz
R. 2009. Anti-Contraband Policy Measures:
Evidence for Better Practice. Toronto,

ON: The Ontario Tobacco Research Unit,
Special Report Series. June 2009.

“2"License” means permission from

a competent authority following
submission of the requisite application
or other documentation to the competent
authority. It is a requirement to allow the
conduct of the following activities just

by natural or legal person pursuant to a
license granted by a competent authority,
in accordance with national law.

“The definition of FTZs can be found at:
http://ec.europa.eu/taxation_customs/
customs/procedural_aspects/imports/
free_zones/index_en.htm
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