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Brief Intro 

Welcome to this stakeholder conference on the illicit tobacco 

trade. As acting Director-General of OLAF I have been invited 

to share with you some of our insights on the illicit tobacco 

trade.  

Let me lead with somewhat of a health warning. We do not 

know everything. In fact there is much we don't know. 

Estimating, or even quantifying, illicit markets is far from being 

an exact science. By definition we are talking about clandestine 

activities here.  
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And the illicit tobacco market doesn't exactly remain static. It is 

constantly evolving and this of course makes it much more 

challenging to accurately assess.  

The situation also differs between countries. Many aspects 

influence the picture – geographic location, fiscal regimes, 

enforcement practices, awareness campaigns, and so on. 

OLAF's role and insights 

So what do we actually know of the illicit tobacco trade?  

Many of you may be aware of OLAF's work in this area. But for 

those of you who aren't, OLAF has a unique set up in two 

respects: first we have a mandate for administrative 

investigations in the tobacco smuggling field.  

Moreover, we also have the policy makers under the same roof. 

This allows for insights on trends in the illicit market to directly 

feed into policy making. 

We have also strengthened our monitoring of tobacco seizures 

across the EU. Overall I think we have a fairly good picture of 

what is getting seized – but of course the problem is that 

despite the best of our collective efforts, the majority of illicit 

product does not get seized. 

We are therefore intensifying our bilateral contacts with our 

neighbouring countries. For instance in 2016 we signed an 
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administrative cooperation arrangement with the State 

Customs Committee of the Republic of Belarus. We also use the 

range of international fora available to the EU as a whole to 

raise the challenges of illicit tobacco to enhance information 

exchanges. 

Nonetheless, to proactively confront and better react to the 

challenges, and the Commissioner has just set these out 

succinctly, we do need a more comprehensive picture of the 

illicit market. And it is for this very reason that the Commission 

recently launched a tender for a study aiming to do just that.  

The study should identify a method to measure the size of the 

illicit tobacco market in the EU with greater accuracy.  

In terms of operational activities, OLAF engages in EU-wide 

coordination which can bring significant added value to 

complex cross-border smuggling cases, given that illicit 

networks operate across borders.  

This added value can be tangible. To give you an idea - last 

year, OLAF contributed to the seizure of some 470 million 

cigarettes. This equates to an estimated loss to public budgets 

of 94 million euro. Over the past three years, OLAF supported 

the seizure of more than one and a half billion cigarettes. 

But our added value is also our ability, given our unique 

mandate in this area, to have a more cross-border view of 

smuggling going on in the EU.  
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So allow me to outline some recurring issues which we are 

faced with.  

1. Composition of the illicit market; esp. cheap Whites 

First of all, let me turn to the composition of the illicit tobacco 

market, which has evolved significantly over the years.  

As you have already heard here today an increasingly troubling 

problem we are facing in the EU is that of cheap whites. These 

are cigarettes which are typically legally produced in one 

jurisdiction and then traded illegally elsewhere. 

This influx of cheap whites coming from outside the EU tends to 

manifest itself in large seizures. In the last two years a large 

majority of cigarettes seized with OLAF's assistance were cheap 

whites.  

In our experience, cheap whites originate from a variety of 

sources, but we are most concerned about product from the 

UAE, Belarus and the Far East. They are seized in large 

quantities in the Member States.  

A particular problem area is the smuggling of cheap whites 

across the EU's Eastern Border, and we will be hearing more of 

these challenges later this morning. In one particular action in 

2017, OLAF collaborated with the Ukrainian authorities and as 

a result more than 2.5 million cheap whites were seized at the 

EU external border.  
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But as much as cheap whites dominate in large-scale seizures, 

the illicit market as a whole is of course not limited to that. An 

important share of the illicit tobacco market in the EU remains 

composed of contraband and counterfeit cigarettes. These can 

be smuggled into the EU, or be produced domestically.  

One of the most surprising discoveries for us in recent years 

has been that we are now even witnessing the counterfeiting of 

cheap whites. This makes it increasingly difficult to link 

individual seizures to particular production sites. 

2. Tobacco products other than cigarettes 

Secondly, of course we know it is not just cigarettes which are 

smuggled. We must remain vigilant to the risks posed by other 

tobacco products.  

For instance, the consumption of waterpipe tobacco in the EU is 

considerable. A Eurobarometer survey on the attitudes of 

European towards tobacco and electronic cigarettes illustrated 

that 13% of respondents had tried waterpipes. The critical 

mass of seizures EU-wide indicates that this is an emerging 

problem area. 

We also have sizeable seizures of raw tobacco. This is obviously 

a key input for illicit domestic production. 

In the EU, we are seeing an increased legal demand for novel 

tobacco products such as heat not burn products. However, 
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luckily this has not yet translated into a corresponding uptick in 

smuggling of these products. 

3. Modus operandi 

Let me now turn to smuggling methods. 

By Sea 

Smuggling by sea, practiced since time immemorial, still occurs 

and is still a significant problem.  

Since 2015, ten vessels and their illicit cigarette cargos have 

been seized by Member States authorities in the EU. The 

majority of these had cigarettes loaded in Montenegro and had 

a declared destination of Libya. Member States informed us of 

these seizures which amounted to 320 million cigarettes. This 

represents around 64 million euro in lost revenue.  

We have generally seen many containers destined for Libya 

recently. Given the political situation there, cooperation with 

the local authorities to further monitor the movements of those 

cigarettes has proven to be extremely difficult.  

We are also aware of large amounts of cigarettes being loaded 

onto vessels in the Black Sea. In fact in September 2017 an 

operation coordinated by OLAF allowed the Romanian Border 

Police to seize 5 million cigarettes being smuggled on-board a 
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ship in the Black Sea. This also resulted in the arrest of four 

individuals. 

By Air 

Cigarette smuggling into the EU by air is increasing - both as 

cargo and those transported by passengers. 

For instance in July 2017, OLAF provided the Spanish Customs 

with information on a suspicious airfreight cigarette shipment 

from the United Arab Emirates (UAE), destined for Barcelona El 

Prat Airport. As a result, 1.8 million cigarettes were seized. 

OLAF also helped halt smuggled cigarettes carried by 

passengers arriving into the EU. We worked closely with 

individual Member States and several separate operations took 

place. These took place mainly at major airports in four 

different Member States and resulted in the combined seizure 

of more than 1 million cigarettes. 

By Road and Rail 

Tobacco products are also smuggled into the EU from third 

countries by road and rail.  

OLAF organised a Joint Customs Operation, "Magnum II", in 

2017 to target smuggling by road and rail. This resulted in the 

seizure of 19 million cigarettes.  
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During one particular action a vehicle at the Latvian border 

crossing point was spotted that had an illegal mechanism 

allowing it to switch licence plates automatically to try to avoid 

detection.  

Now this deception was discovered by the Latvian Customs 

Authority, they seized several million cigarettes and shared this 

intelligence with other Member States and agencies involved.  

And just a few weeks ago, the Latvian customs authorities 

intercepted over 26 million cigarettes in six railway containers 

coming from Russia. These cigarettes had excise stamps from 

one of our Eastern neighbours. 

These examples give us an idea of the lengths to which 

smugglers go to evade customs controls by fraudulent means. 

But they also show us that coordination at EU level with 

Member States, and cooperation with neighbouring countries, 

can be an effective way for authorities to stay ahead of 

smugglers.  

 

4. Cigarette production within the EU  

Let me now turn to the problem of cigarette production within 

the EU. This is an area of particular concern. 

There are actually two variants of this phenomenon. 
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For one thing, there are legitimate companies in the Member 

States. Yet a phenomenon that we see is that these factories, 

or individuals in these factories, form part of a criminal 

network. False exports of these cigarettes are orchestrated 

whilst the product is actually remaining in the EU territory. Or 

cigarettes are exported solely with the aim of smuggling them 

back into the EU. Some of you will have followed a high-profile 

investigation supported by OLAF on such companies in 

Northern Italy in 2014. The harm estimated to the Italian 

budget alone was in excess of 90 million euro.  

In parallel, we also have an emerging problem of illicit tobacco 

manufacturing within the EU.  

Machinery to produce cigarettes and other input materials are 

not considered to be high risk merchandise and their 

movements are so far not subject to any particular rules. Thus 

large amounts of tobacco disappear from the legal market to 

then be used in illegal cigarette production. Incidentally, this is 

something we may wish to look into more closely in the future. 

There has been a significant increase in the number of illegal 

cigarette factories being detected and disbanded in the past 

number of years.  

To give you an example, last year, we at OLAF cooperated with 

the Dutch Authorities to raid such an illegal production factory. 

14 arrests were made. Initial estimates by the Dutch 
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authorities pointed to some 5 million cigarettes being seized. 

This prevented the loss of about 1 million euro.  

Just last week the Irish authorities raided an illegal factory. 

According to press reports the factory had the capacity to 

produce a quarter of a million cigarettes - per hour! 

The phenomenon of illegal production of cigarettes in the EU 

can also be viewed in the context of the EU stepping up its 

efforts in enforcing our external borders. Some observers 

argue that in response to reinforced controls at the border, 

there may be a trend of re-locating illicit activity into the EU. 

C.  The overall picture of the illicit tobacco market 

So where does this leave us and what do we know about the 

state of the illicit tobacco trade today?  

We know that overall legal tobacco consumption in the EU is 

steadily declining – this of course is a welcome development, 

and indicates that the awareness campaigns run by our health 

colleagues have had an impact. If we compare the number of 

cigarettes released for consumption in 2016 and five years 

earlier, we see a drop of one fifth.  

At the same time, the volume of cigarettes seized has picked 

up in recent years. The conclusion from this can only be that 

the relative share of the illicit tobacco market has increased.  
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However, we do not know in absolute terms whether the illicit 

market is increasing, stable or decreasing. Our best guess is 

that it remains broadly stable, but this can vary depending on 

the Member State.  

All in all, our estimate remains that he illicit tobacco trade is 

estimated to cost the EU and its Member States some 10 billion 

euro a year. This deprives our governments of valuable 

revenue.  

D.  What next? 

So where to go next?  

We have a few tools in the pipeline – namely tracking and 

tracing – which have not yet been deployed and the FCTC 

Protocol is not yet in force. It is too soon to pass final 

judgement on whether our overall strategy has worked or not. 

But the overall increase in seizure volumes the last years is an 

encouraging indicator. 

What we can be sure of is that there will not be a silver bullet 

which will eradicate cigarettes with one strike, once and for all.  

To animate what I hope will be a lively discussion, let me share 

with you some concluding thoughts on possible approaches. 

As a whole, cigarette smuggling remains too attractive an 

option and incentives for smugglers should be reduced. A 
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big incentive is the ability of smugglers to exploit the price 

difference between the EU and neighbouring countries. As 

the Commissioner has mentioned, we wish to step up 

cooperation with our neighbours in that regard.  

 Illicit tobacco manufacturers rely on access to their input 

materials, such as tobacco machinery, raw tobacco, 

cigarette paper and acetate tow used in filters. Is there 

anything we can do to curtail access to these inputs for 

illicit businesses?  

 

 Improved cooperation and information exchange between 

national authorities and with European bodies like OLAF 

would allow for closer monitoring of customs processes 

which too often are abused by smugglers.  

 

 And of course sanctions in Member States should be 

sufficiently dissuasive and this applies as much to Member 

States as it does to other countries. Cigarette smuggling 

is a serious crime and should be treated as such.  

 

 The Eastern border remains a problem area and this puts 

increased pressure on those Member States on the front 

line. Targeted support for Member States could help 

disrupt the flow of illegal cigarettes. 
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 I also wonder whether we have already fully exploited the 

potential of targeted data analysis. We are currently 

strengthening our efforts in that area. 

 

 Finally, smuggling in, from and through free zones poses 

particular challenges. Increased cooperation with local 

authorities can address these difficulties. Concluding or 

updating customs cooperation agreements with relevant 

authorities may be necessary.  

Conclusion  

I hope that by sharing our experience of the illicit trade market 

I've given you some food for thought. 

Now of course, as the Commissioner has said, we want to hear 

from you. We want to hear your views on these areas I have 

mentioned and of course other areas that you may want to 

bring up.  

I'm confident that we will all use this conference as an 

opportunity to discuss how to tackle the emerging challenges of 

the illicit tobacco trade and how we can best combat this 

persistent phenomenon. 

Thank you for your attention and I look forward to the 

discussion following this panel.  


