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PUBLIC CONSULTATION – RESPONSES 

• Individual – (name withheld)
Colorado State University
United States

The document is nicely written, and comprehensive. One addition could be recommendations
around multiple, parallel accounting being performed and validated. Discrepancies in multiple
independent accounting are often the best means of finding "hot spots" for illicit activity. A little
more description of the lifecycle of trade data...how sender/recipient validated, how archived, how
aggregated for discovery of discrepancy, etc., may also be valuable.Thanks, nice effort!

• Representative from WCO

As discussed with the EU, please find below a consensual position on RKC, Annex D, Chapter 2
to be included in the Preamble of the Guidance:" Noting the basic principles of Customs
procedures and controls laid down in the Revised Kyoto Convention, Specific Annex D, Chapter 2
(Free Zones).''

• Individual – (name withheld)
Colorado State University
United States

Excellent document. I wouldn't mind seeing some additional discussion over how illicit
tradespeople are using differential legislation in multiple jurisdictions to circumvent transparency.
Understanding how two or more nations (or other jurisdictional clusters) with different rules and
regulations can be used to advantage by illicit trade purveyors would be helpful to add to the
document.

• ALCCI
France

There is a dramatic improvement over the previous version with the integration of provisions about
judicial and law enforcement cooperation (Â§ 5 and 6) to address organised crime misuse of FTZ.
on Â§ 2 fourth alinea last line may be it could be useful to add ...security, health and safety

• UNIFAB
France

Union des Fabricants, the main French anti-counterfeiting association which represents 300
companies from all branches of industries, fully supports the OECD Draft Guidance to Counter
Illicit Trade as counterfeit. The issue of counterfeit in FTZ keeps increasing. The propositions
made here could therefore help improving the situation. Regarding the idea of collaboration and
exchanges between the various actors, which we encourage, we know from experience that
providing occasions for those actors to all meet and discuss together turns out to be helpful. Unifab
is happy to offer its help to support and promote this initiative.

Responses to the online public consultation on the draft OECD Guidance to Counter 
Illicit Trade, Enhancing Transparency in Free Trade Zones.  14 September 2018
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• Representative from the European Commission   
 

DG TAXUD takes the opportunity to give some additional comments through the public 
consultation. After discussing the issue with the WCO, we agree that it is important to, at least, 
mention the RKC as it is the only international convention the world which regulates free zones for 
almost all around the world. Therefore, we propose to add the wording "NOTING the basic 
principles of Customs procedures and controls laid down in the Revised Kyoto Convention, 
Specific Annex D, Chapter 2 (Free Zones).". Some other comments made in the past were so far 
not taken into account: 1) The concept to be used all around the document should be Free Zones 
(FZ) instead of Free Trade Zones (FTZ). The RKC and the UCC use this concept and we should 
keep it. Otherwise we may not know what we are exactly talking about. 2) There should be a 
definition of what a FZ is. We already proposed the definition: â€œFree zoneâ€� means a part of 
the customs territory of a Contracting Party, which is an enclosed area with entry and exit points 
subject to customs supervision including its perimeter. The part of that territory may be used for 
storage of goods or other business activities related to goods without being subject to import duty. 

 
• AIM - European Brands Association  

  
 

The Anti-Counterfeiting Committee of AIM, the European Brands Association, fully supports the 
work of the OECD in this area: better governance of Free Trade Zones is essential to enable 
authorities to control large shipments, especially sea freight which, as figures prove, remains the 
main transport method for counterfeit and pirate items. We have two minor comments on 
substance: Paragraphs 5.1 and 8: we would suggest that this should not be limited to FTZs that 
have not adopted the Code of Conduct;Paragraph 2.6 (persons convicted of illegal activities): we 
would advocate that you consider fine-tuning the wording, as this is too broad, and then leave it up 
to the adherent to define modalities.We would very much appreciate being kept informed of 
developments in this important area. 

     
• SPANISH CUSTOMS & EXCISE DEPARTMENT   

 
Dear Sir / Madam Within the Spanish territory, there are 7 FTZs authorized by the Ministry of 
Finances. These FTZs are located at: Barcelona, Cádiz, Vigo, Las Palmas de Gran Canaria (Canary 
Islands), Santa Cruz de Tenerife (Canary Islands), Santander and Sevilla. All of them are inspected 
and controlled by the Customs Administration and subject of routine and specific control, similar 
to the controls carried out by Customs on the Temporary Storage and Customs warehouses 
Facilities. All of FTZs authorized in Spain, have perimeter fences and security and entry and exit 
point subject to Customs supervision. We consider that the OECD Draft Guidance is a good tool to 
to Counter Illicit Trade in FTZs allowing to standarise control and inspection activities carried out 
by LEAs on these commercial and economic areas. Is a very good point of start, however, certain 
aspects of this Guidance could be a matter of further harmonized regulation, to reach a minimum 
consensus in the application: These are in particular the following points: - Proposed record 
keeping period of time (4years), e.g. in Spain is 3 years for administrative purposes and 5 year for 
criminal proceedings according to national regulation. - Due Diligence related to compliance, in 
our point of view, should subject of national regulation in order to allow law enforcement activities 
in case of non compliance. We encourage the effective approval of the OECD Guidance to 
counteract illicit trade activities within the FTZs, and its extended application in as much countries 
as possible in order to counteract the global illicit trade. 
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• CERVIERI MONSUAREZ &ASOCIADOS  
Uruguay  

 
We think that there are some items that we would like to remark: 1- Importance of actions ex-
officio at any time in FTZ. This is novelty here in Uruguay, and allows Customs officers to have 
more control and knowledge about the FTZÂ´s movement of goods and operations made inside 2- 
Cooperation of all the people involved at a FTZ operation, especially free zone administrators, 
intermediaries (agents, logistics, navy companies), customs brokers, shippers. They have to 
provide the documentation and information referring to the merchandise and to the persons / 
companies that own or are involved in the FTZ operation. In case a criminal process has begun 
related to a FTZ operation, the intermediaries may be summoned to testify as witnesses, but they 
will not be part of the process, unless they have participation on the criminal activity. The 
responsibility should relapse on all these people, not only the owner of the merchandise is 
responsible; we have to involve the owner of the warehouse also and all the people related with 
this operation. 
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• Individual – (name withheld) 
US  

 
Thank you for the opportunity to review the Guidance for transparency in Free Trade Zones. The 
recommendations are comprehensive and familiar. Any movement toward these objectives 
outlined will be a success. A few comments for consideration:1. Section I.8. - Recommend "Foster 
thru incentives, public private partnerships...."2. Section II.6.- Recommend "Ban and offer 
incentives for other than cash transactions..." If the finding is that banning cash transactions are not 
desirable or possible, then offer incentives for those who are able and compliant.3. Section II- 
Add- Maintain a process to notify trademark holders of infringement and facilitate compliance and 
disposal of goods from changing destinations to evade enforcement. 4. Section II- Add- Are 
participants in Joint or Collaborative organizations to enable enforcement and anti-corruption 
agencies.5. Section II- Add- Allow inspection of commercialized goods destined for FTZ 
country.6. Section II- Add- Allow inspection of goods with "in-transit" status.7. Section II- Add- 
Place duration of stay limits for perishable goods.8. Section II- Add- Have commercial or 
economic penalties for violation or non-compliance congruent with deterrence. 

     
    

• British American Tobacco  
United Kingdom  

 
Dear Sir/Madam,British American Tobacco supports the approval of the OECD Guidance for 
Transparency in Free Trade Zones. The suggested measures to increase controls in Free Trade 
Zones in the way of Due Diligence, Information Sharing, Record Keeping, Public Private 
Partnerships and through the unrestricted access of Customs and Law Enforcement Authorities can 
contribute to addressing the issue of illicit trade cigarettes worldwide. We encourage OECD 
Members to embody it into a legal instrument that is to be adopted by its members and expect the 
Implementation Toolkit and Risk Assessment Model to assist in establishing the greater levels of 
good governance and transparency for Free Trade Zones. We support the OECD Task Force and 
its governing bodies in ensuring member states are directed towards implementing the measures 
consigned within the Guidance. We suggest measures that are recommended by the OECD be 
mandated of all member states. 

     
• Chanel  

Luxembourg  
 

The issue of Free trade Zones (FTZs) is a very important one. Despite the fact that FTZs may 
represent a good opportunity to develop the economic activity of a country by attracting business 
and investments, their recent global development has opened an easy way for criminal actors to 
develop their own illicit activity, taking advantage of lower level of control and lack of 
transparency in these zones. In this regard, the role of the FTZs in the proliferation of counterfeit 
products is clearly more and more significant.   

 
We are therefore very happy to see that OECD is addressing this issue and, after reviewing the 
Draft Guidance to counter illicit trade enhancing transparency in Free Trade Zones, it is a very 
positive initiative. 

 
The document captures in a very accurate way the steps to be taken in order to have more 
transparency on the free zones and some of the ideas and proposals included therein seem to be 
useful tools to fight both illicit trade and counterfeits. 
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However, we would like to draw the OECD’s attention to the following points which could add to 
the needed respect of the law and the third parties’ rights. 

 
First, two general observations: 

· One first global remark could be to question the need for keep on opening new FTZs. In 
some countries, there are already numerous of FTZs and the authorities in charge should 
be therefore encouraged to review thoroughly each decision to create a new FTZ, 
especially in the light of the present guideline and its context. In any cases, every new 
FTZ should have to adopt the Code of Conduct. 

· Based on our experience, despite guidelines and best practices codes are generally good, 
the reality is that as far as they are not part an enforceable law, they will not be fully 
respected or implemented by the acting parties. Therefore, there should more obligation 
for the existing FTZs to comply with the Code of Conduct.   

 
Regarding the Code of Conduct, we suggest the following: 

· A compliant FTZ should be exclude any operator convicted of illicit trade for the second 
time. 

· A compliant FTZ should also systematically be part of any prosecution conducted against 
one of its operators involved in illicit trade whatever this action is conducted by the 
enforcement authorities of by rights owners.   

 
In addition to the useful work done by OECD and EUIPO and the very complete report “ Trade in 
Counterfeit Goods and Free Trade Zones / Evidence From Recent Trends”, we just wanted to make 
a link with the BASCAP’s key recommendations coming from their report “Controlling the Zone: 
Balancing facilitation and control to combat illicit trade in the world’s Free Trade Zones”: 

 
Review and implement national IPR legislation and include language that makes legislation 
applicable to all goods in the national territory, in all Customs regimes, including transit, in-transit, 
and free-zone regimes. Further state that the discovery of prohibited goods may result in civil and 
criminal penalties. 
Empower Customs with authority over goods in all territories, including FTZs, SEZs and free 
ports. 
Clarify that FTZs (or SEZs or free ports, etc.) are under the jurisdiction of the national Customs 
authority; that national Customs has unrestricted rights to enter and observe operation, to audit the 
books and records of companies in the zone, and to validate goods status and conformance with 
tariff and nontariff measures under the national Customs mandate. 
Grant Customs authorities ex-officio  power to detain goods suspected of infringing on IPR, 
including goods in FTZs, SEZs, free ports, and the like. 
Enable cooperation between national Customs authorities and the special authorities of FTZs or 
free ports to ensure efficient enforcement of anti-counterfeiting criminal and civil laws to regulate 
the offenses of trafficking in counterfeit goods. 
Include provisions to simplify the process for notifying trademark holders of infringement and 
enable them to initiate enforcement action; institute a simple procedure for destroying infringing 
goods from changing destination to evade enforcement. 

     
• SAT  

Mexico  
 

Within the faculties of the SAT is already implicit what is proposed by the Code of Conduct for 
Free Zones and supervision of its compliance and that will be carried out through the faculties of 
verification and verification of the provisions to which they will be subject When carrying out the 
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activities within a scheme similar to those Free Zones, in Mexico the response has been the 
Strategic Fiscalized Scheme regimes and the Special Economic Zones.  
Respect to transmit in a timely manner to the public authorities, at the simple request of the 
competent authority in the jurisdiction where the zone is established, any information contained in 
the digital records. The limitations of domestic law must be met.  
With the exception of the above, it is considered appropriate that this Code is the standard of action 
and vigilance on the part of Members and non-Members that have adhered to the Recommendation 
("Adherents") in order to promote transparency and reduce and discourage the misuse of Free 
Zones as a conduit for illegal trade. 
     

• Business Action to Stop Counterfeiting and Piracy (BASCAP)   
 

BASCAP published Controlling the Zone – Balancing facilitation and control to combat illicit 
trade in the world’s  free trade zones ,   the first in-depth analysis of the abuse of Free Trade 
Zones to facilitate illicit trade, including counterfeiting, in 2013.   This BASCAP report calls for 
increased regulation and better management of Free Trade Zones (FTZs) which, without proper 
oversight, can be vulnerable to counterfeiting and piracy, it includes recommendations to enhance 
intellectual property enforcement in these areas.   We recognize and appreciate that the BASCAP 
report was a key building block for OECD’s work to strengthen controls and enforcement against 
illicit trade in FTZs.  BASCAP supports the OECD’s draft Guidance to Counter Illicit Trade: 
enhancing transparency in Free Trade Zones.   We fully agree with the rationale and conclusions 
noted in the first part of the Guidance document highlighting that standards, oversight and 
regulations governing FTZs have not kept up with the growth in number of economic operators 
and volume of trade in goods and services, and that in some FTZs, customs and law enforcement 
authorities do not have timely physical access to the premises, and have difficulty obtaining 
information on the activities of economic operators in FTZs.   We also agree that FTZ operators 
need to provide information pertaining to the ownership of goods that transit through or are 
produced within FTZs.   As noted in the Guidelines, criminal entrepreneurs take advantage of 
inadequate oversight and the lack of transparency in FTZ to commit a range of illegal activities, 
including production, storage and shipment of counterfeit goods. 

 
BASCAP strongly supports the recommendations for a “Code of Conduct for Clean Free Trade 
Zones” and the specific provisions outlined in the draft Guidance.   While we recognize there are 
provisions requiring monitoring and reporting, we believe the Code and Guidance can be 
strengthened even further with a call for a FTZ certification process that identify those zones 
complying with the Code and those that are not.   The Certification process would require a 
specific follow-up process for ensuring compliance.   A key to these steps will be a call for an 
international body to take on this role. 

 
BASCAP stands ready to continue to support the OECD’s efforts in its work on FTZs, and illicit 
trade more broadly. 

     
• La Poste  

FRANCE  
 

1) This document is addressed to member states and not directly to economic operators. 
2) Most of postal operators depend on the decisions of their National Customs or Revenue 

Authorities  
3) Nevertheless, some references in the document illustrate the actions / obligations to which 

operators could be involved in free trade zones :  
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- "Ensures that the economic operators (...) communicate to the customs authorities the identity of 
the customers in their operations" (on pages 2 and 3)  
   
o Postal operators are already doing this on their national customs request. Currently, elements are 
transmitted in paper forms (CN22 and CN23)  
o Technological evolution means that data will be transmitted more and more regularly via 
electronic messages.  
o Nevertheless, there is the question of compliance with the GDPR which requires companies to 
pass on personal data under certain conditions.In what measure (s) could this text be consistent 
with the provisions of the GDPR?  
   
- "Promote awareness among the business community (e.g. major intermediaries including 
shipping agents, freight forwarders, customs brokers and logistics companies) to understand the 
major risks related to FTZ" (point 7 on page 3):  
   
o Postal operators are aware of the issues related to free trade agreements and regularly discuss 
with their customs ;  
o In general, customs never (or exceptionally) communicate with economic operators when illegal 
trade channels are identified to avoid information leakage. They do not communicate on the 
methods nor on the scope of investigation. Therefore, it is difficult for economic operators to be 
fully involved in the process.  
   
- "Prohibit operators and persons who do not provide the necessary assurance of compliance with 
the applicable customs provisions of carrying out an activity in the FTZ" (point 3 on page 4):  
   
o This is the standard procedure adopted by customs, whether in a free trade zone or not. Customs 
audits are regular and binding for the operators but make it possible to ensure the reliability of the 
logistic processes put in place.  
o The only question that arises is the use of the term "persons" which should be clarified. If we 
refer to a company, no problem. But if we consider private persons, it will be not easy to deal with 
because individual actors are by nature more difficult to apprehend.  
   
- "Ensuring that the economic operators active in the FTZ maintain detailed digital records of all 
goods entering and leaving the zone" (point 4 on page 4):  
o all transactions are recorded in the customs accountant's customs account, so digital traceability 
is ensured. 
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Task Force on Countering Illicit Trade 

OECD, Paris 

1.	Introduction:	

I. This	 document	 has	 been	 prepared	 in	 response	 to	 the	 request	 for	 written	 comments	
regarding	the	enhancement	of	transparency	in	FTZs,	which	may	be	used	to	form	part	of	
the	continued	development	of	guidance	to	counter	illicit	trade.	

II. Task	Force	members	tabled	several	proposals	during	the	above	meeting	related	to	FTZs,	
including	a	need	to	develop	enhanced	guidance	on	identifying	FTZs,	as	part	of	a	suggested	
‘Implementation	 Toolkit’,	 for	 closer	 monitoring	 of	 FTZ	 activities,	 including	 a	 risk	
assessment	of	FTZ	financial	entities,	and	the	development	of	an	FTZ	risk	index.		

III. Proposals	to	engage	directly	with	the	private	sector	actors	connected	to	the	FTZ	supply	
chain,	including	shipping,	logistics	firms,	freight	forwarders,	and	especially	FTZ	operators	
was	also	raised	in	the	meeting.		

2.	Challenge:	

In	my	experience,	as	former	Assistant	Director	of	Police	to	Interpol	and	as	the	Head	of	the	Interpol	
counter	Illicit	trade	and	IP	Crime	enforcement	unit,	and	in	support	of	the	above	proposals	I	would	
like	to	point	out	the	confusion	that	exists	in	enforcing	powers	within	FTZ’s.			

I. There	seems	to	be	a	misplaced	understanding	by	National	Police	and	Customs	that	FTZ	
are	‘out	of	bounds’	 for	 investigations	and	enforcement	action.	 	 In	the	opinion	of	many	
experts	working	in	this	area	more	efforts	need	to	be	taken	to	ensure	adequate	training	
and	awareness	on	the	powers	available	to	National	authorities,	raising	enhanced	clarity	
on	enforcement	powers	in	host	countries	where	FTZ	operate.			
	

II. In	my	experience	those	countries	where	the	TRIPS	agreement	is	applied	seem	to	believe	
that	FTZ	are	an	exception	to	normal	rules.	
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(3)	Proposal:	

I. In	response	to	this	perceived	lack	of	understanding	greater	training	is	needed	for	police	
and	customs	to	make	it	clear	what	powers	are	available,	and	under	what	circumstances	
enforcement	actions	can	be	taken.		
	

II. To	provide	greater	transparency	I	would	therefore	recommend	the	formation	of	an	‘FTZ	
Fusion	Hub’	in	certain	well	known	‘hot	spots’	where	FTZ	are	already	well	known	as	playing	
a	 significant	 role	 in	movement	 of	 illicit	 goods.	 	 Staffed	 by	 enforcement	 officers	 from	
police,	Customs,	FTZ	authorities,	FDA,	and	any	other	legal	representative	stakeholders,	
including	authorities	representing	shippers,	brokers,	the	‘FTZ	Fusion	Hub’	will	be	a	single	
point	of	contact	and	expertise	for	private	sector	and	authorities	alike	when	dealing	with	
shipment	of	goods	through	FTZs.			
	

III. Such	a	dedicated	unit	would	coordinate	investigations,	pass	intelligence	and	information,	
coordinate	as	a	centre	of	excellence	and	training	in	illicit	trade	programmes,	share	best	
practices,	 promote	 awareness	 to	 concealment	 methods,	 routes	 and	 techniques	 etc.		
Additionally,	the	‘FTZ	Fusion	Hub’	would	act	as	a	portal	for	greater	engagement	with	WCO	
leading	to	close	cooperation	between	all	parties	involved.			
	

IV. The	‘FTZ	Fusion	Hub’	will	be	able	to	monitor	and	ensure	greater	transparency	of	exports	
following	production	by	factories	operating	in	in	FTZ,	by	not	just	focusing	on	HS	codes,	
with	closer	monitoring	of	activities.		The	same	office	can	deal	with	due	diligence	related	
to	licences	given	to	FTZ	economic	operators	
	

	

	

	

(4)	Closing	Comments:	
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I. International	FTZ	Standards,	and	Standardised	Codes	of	Conduct	were	discussed	in	the	
Task	Force	meeting,	which	are	to	be	encouraged,	however	to	ensure	compliance	to	such	
standards,	I	would	suggest	that	an	independent	and	transparent	entity	such	as	the	one	I	
propose	in	this	document	needs	to	be	established	to	carry	out	any	such	independent	due	
diligence.			
	

II. In	 my	 opinion	 the	 appointment	 of	 a	 team	 of	 dedicated	 staff	 coming	 from	 multiple	
disciplines	(as	described	above)	located	inside	the	FTZ	and	operating	under	the	umbrella	
of	a	‘FTZ	Fusion	Centre	Hub’	will	allow	for	enhanced	coordination	of	effort	openness	and	
transparency,	by	acting	as	the	dedicated	single	contact	point	expertise.		

	

Finally,	I	would	like	to	thank	the	OECD	for	the	opportunity	to	make	these	submissions	and	remain	
at	your	disposal	for	further	comment	as	required.	

Submitted	for	consideration.	

	

Michael	Ellis	MSc	

CEO	&	Founder	

Ellis	and	Associates	Global	Ltd.	
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To: OECD 
 
 
The draft Guidance to Counter Illicit Trade has been much needed, particularly in reference to Free 
Trade Zones.  
 
However, ACG has become aware that illicit "layering" and "de-layering" activities have been 
allowed to take place at numerous FTZ's.  
 
This means that criminals are being allowed to enter sites. They then change the profile of 
shipments, by mixing batches of fake goods with authentic products. Shipping notices and transport 
vehicles are then changed to confuse customs officials. This creates great difficulties for border 
officials who are unable to identify illicit products or source countries.  
 
The consignments are later re-separated when the consignments arrive at final destinations. 
 
ACG encourages OECD to take this on board and stress the need for greater control and governance 
of operatives at FTZ's when finalising its code of conduct. 
 
 
 
 
 
Yours Sincerely 
 
 
 
 
Phil Lewis 
 
 

http://www.a-cg.org/














 
 

Transnational Alliance to Combat Illicit Trade 
www.TRACIT.org; email to info@TRACIT.org 

TRACIT response to OECD public consultation on 
“Guidance on Countering Illicit Trade: Transparency in 
Free Trade Zones” 
Submitted 2 September 2018 

E n d o r s e m e n t  o f  t h e  O E C D  w o r k  

• The Transnational Alliance to Combat Illicit Trade (www.TRACIT.org) is pleased to 
have had the opportunity to comment on the OECD Draft Guidance to Counter Illicit 
Trade: enhancing transparency in Free Trade Zones. 

• Addressing the risks and vulnerabilities of Free Trade Zones (FTZ) has long been a 
prominent topic for the international business community in combatting illicit trade.  
We were therefore pleased with the empirical research produced by OECD Task Force 
on Countering Illicit Trade (TF-CIT) report: Trade in Counterfeit Goods and Free Trade 
Zones: Evidence from recent trends. 

• We consider the draft Guidance to Counter Illicit Trade: enhancing transparency in 
Free Trade Zones to be a critical follow-on to the research findings. TRACIT considers 
it fundamental that research conducted so far in order to quantify illicit trade in its 
various manifestations, including in FTZs, is complemented by an equally solid 
workstream aimed at advising and supporting countries in taking critical policy-
making decisions. 

• To the extent that governance of FTZ has been weak because of (i) the voluntary 
nature of governance guidelines, or (ii) poor record of accession to/ implementation 
of such legal instruments as the WCO Revised Kyoto Convention or WTO TRIPS, or (iii) 
national governments’ lack of understanding about their duties and responsibilities 
over activities carried out in FTZ, we very much welcome both the recommendations 
to governments and the delineation of a Code of Conduct for Free Trade Zones. 

C o n s i s t e n t  w i t h  T R A C I T  r e s e a r c h  a n d  p o l i c y  r e c o m m e n d a t i o n s  

• The draft Guidance echoes many of the key findings from the recent TRACIT  / 
Economist Intelligence Unit (EIU) FTZ report “Free Trade Zones - Five Case Studies” 
which uses findings from the 2018 Global Illicit Trade Environment Index to examine 
the threat of illicit trade in FTZs in five countries: Panama (Colon FZ), Belize (Corozal 
FZ), Colombia (Macao Special Customs Regime Zone), United Arab Emirates (Jebel Ali 
FZ), and Singapore. 

• To encourage an effective policy response to the EIU paper, TRACIT has also prepared 
a set of policy recommendations specific for FTZs. The EIU paper and TRACIT policy 
recommendations can be found here: https://www.tracit.org/publications_gitei.html. 
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• We are pleased to note that the draft Guidance is reflective of the concerns raised in 
the EIU paper and addresses several of TRACIT’s policy recommendations. And, we 
encourage OECD to review the TRACIT recommendations and incorporate additional 
as appropriate. 

V i e w p o i n t s  a n d  c o m m e n t s  o n  r e c o m m e n d a t i o n s  t o  g o v e r n m e n t s  

• Require more robust information on FTZ operators and require licenses for key 
operations in FTZs. 

o In many FTZs, the establishment of legal companies requires very little 
information, which facilitates the establishment of ghost or shell companies.  

o In addition to the recommendations laid out in provision 2.9, governments 
should require basic information on the economic operators allowed to 
operate in FTZs, including legal and beneficial ownership information and 
ownership structure, so as to deter and prevent the misuse of corporate 
vehicles.i 

o Additionally, a competent authority should be established to require and issue 
licenses to operate in FTZ, e.g., to manufacture, import, export, broker, or ship 
raw materials and other key inputs necessary for production within 
manufacturing and packaging facilities in FTZs. Such authority should also be 
responsible for renewal, suspension, and cancelation of the licenses, in 
accordance with national law.  

• Give greater attention to data interoperability. The Draft guidance recognizes the 
importance of and delineates many requirements for data collection, data sharing and 
domestic and international cooperation. However, the issue of data interoperability 
could be further emphasized. In many jurisdictions systems are not integrated and 
sometimes transactions are recorded in physical and electronic form. The lack of 
integration in these systems generates great difficulty in analyzing data domestically, 
and even more so when data is exchanged across different jurisdictions. 

• Promote accession to and full implementation of the WHO Protocol to Eliminate Illicit 
Trade in Tobacco Products. One of the Protocol’s features, which sets it apart from all 
other illicit trade related conventions, is that it specifically devotes an article (art.12) 
to “Free Zones and International Transit” by requiring, among others, that States 
Parties “implement effective controls on all manufacturing of and transactions in, 
tobacco and tobacco products, in free zones, by use of all relevant measures as 
provided in this Protocol.” Among such measures are the establishment of a licensing 
system, due diligence measures, the setting up of track and trace systems, etc. The 
draft Guidance should provide clear reference to this innovative legal instrument, 
which is due to enter into force on 25 September 2018, ideally by encouraging 
countries that have not done so yet to consider acceding to it as a matter of priority. 
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• Ensure the adoption and full enforcement of anti-money laundering (AML) 
regulations in FTZs. It is important to stress that all FTZ operators that can be 
regarded as “reporting entities” (e.g. financial institutions) according to the FATF 
Recommendations, shall indeed comply with all requirements set forth in the 
Recommendations in terms of client identification, record-keeping and reporting of 
suspicious authorities to the competent Financial Intelligence Unit. Such entities 
should be supervised and subject to the same sanctions for failing to comply with 
AML regulations as any other body performing similar functions in the territory of the 
State. 

• Consider illicit trade in FTZs from the prevention angle, not just remedial action.  
While most of the proposed recommendations encourage countries to react to illicit 
trade, they are less focused on prevention, i.e. how to ensure that illicit trade does 
not occur in FTZs in the first place. TRACIT considers it a critical responsibility of OECD 
to also promote policies to OECD member states to mitigate illicit trade prior to 
exploitation of supply chain nodes such as FTZs. This work would include addressing 
the drivers of illicit activity and promoting implementation of, for example, sound tax 
& tariff policies that can remove incentives for smuggling. By way of example, in 
Jordan imported distilled spirits are subject to an import duty of 180-200% depending 
on the specific category. This import duty is halved to 90-100% for products intended 
for the Aqaba FTZ. Preferential duty does not apply to products that are ultimately 
sold on domestic market, outside of the FTZ. However, there is significant leakage 
from the FTZ to the domestic market, undermining the business activities of the 
legitimate suppliers in the domestic market and eroding government revenue. The 
fundamental reason why the FTZ is being used to foster illicit activity is the 
astronomical duty levied on legitimate products. Similarly, in Colombia, the La Guajira 
FTZ serves as a major platform for duty-free imports that are then smuggled into the 
domestic market and sold through illegal shops. Industry estimates that 60% of 
imported whisky sold in Colombia is smuggled into the country, mostly through FTZs. 
With a bottle of premium whisky taxed at such high levels that it retails at 40$ (vs 30$ 
in New York, Paris or Berlin…), the price differential of illicit market vs legal market 
acts as a powerful incentive for misusing the FTZ.  

In view of the above, we suggest that the list of recommendations in Section I of the 
Draft Guidance be complemented with text encouraging countries to:  

“Undertake a thorough analysis of their existing tax and tariff structures by sector, to 
examine where high levels of overall tax & tariff burden may incentivize illicit trade 
through FTZs”. 

• Other remarks on language used in the draft Guidance 

o We agree on the general principle set forth in Provision 2.6 about excluding 
convicted persons from operating in FTZs. However, as it is currently drafted, 
the provision seems to be excessively broad. It should be fine-tuned, first of all 
by specifying that convictions must be of a criminal nature. Also, the scope of 
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the “illegal activity” concept needs to be fleshed out more accurately, perhaps 
by referring to a minimum penalty threshold and/ or specific types of criminal 
conduct. TRACIT stands ready to further assist in the drafting phase upon 
request. 

o We fully agree on the inclusion of a provision on the need for States to make 
greater use of international agreements to address illicit trade in FTZs. 
However, the current formulation of Provision 5 is overly complicated and 
may lead to confusion. We suggest to streamline it to read that States should 
ensure that all relevant international agreements, whether trade-, customs or 
criminal justice related, are considered to be fully applicable in FTZs, except 
where their applicability to FTZs is explicitly excluded. TRACIT stands ready to 
further assist in the drafting phase upon request. 

o Provision 7 could be usefully drafted to read as follows: “Promote awareness 
amongst the business community (e.g., major intermediaries including 
shipping agents, freight forwarders, customs brokers and logistics companies) 
to understand the major risks related to FTZs, including by leveraging the 
connecting role played by relevant business-driven initiatives/NGOs active on 
illicit trade issues. 

o We very much appreciate the inclusion of Provision 8 on fostering public 
private partnerships (PPPs). At the same time, PPPs should not be limited, as 
the current version suggests, to FTZs that have not adopted the Code of 
Conduct. One cannot assume that States that have adopted such Code will be 
illicit trade free by definition. Also, PPPs may well serve the purpose of 
encouraging Code-abiding FTZs to continue performing according to high 
standards and as a source of best practices to less virtuous FTZs. 

A r e a s  o f  c o l l a b o r a t i o n  

• TRACIT is willing and able to support the implementation of provisions 1 and 2, by 
echoing these recommendations to authorities (e.g., Trade Ministers, Customs 
Officials) in national governments including but not limited to OECD governments. 

• TRACIT is willing and able to support the implementation of provision 7, by holding 
meetings with or producing materials for key intermediaries and cargo owners using 
FTZ. 

• TRACIT is willing and able to support the implementation of provision 8, by fostering 
public private partnerships on countering illicit trade in FTZs. 

• With regard to the motive to improve transparency on the extent to which FTZs 
enable or prevent illicit trade. TRACIT is willing to support the efforts of the TF-CIT to 
improve transparency by producing an “Index” evaluating and ranking the largest FTZs 
against a series of performance criteria to highlight specific areas where FTZs are 
weak or strong. Inclusion in such an Index of several or more of the TF-CIT’s proposed 
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recommendations to governments and several or more of the criteria in the Code of 
Conduct could serve as an informal “litmus test” of the relevance and coverage of the 
OECD provisions, in advance of implementation, training and certification. While the 
work could be done independently of the TF-CIT, we believe that it would benefit 
from input, joint research and analyses by the TF-CIT and specifically the Secretariat’s 
research team. (We propose that this would could be undertaken between TRACIT, the 
Economist Intelligence Unit and OECD). 

• With regard to objectives for certification. Any efforts to certify FTZ compliance with 
the code of conduct should be preceded by sufficient awareness of and training on 
implementation of the provisions of the code of conduct. Lack of resources and 
deficiency in the training of human resources is already insufficient within FTZs, even 
to perform the brief controls that a National Customs Authority is allowed. Moreover, 
current training of existing workers is deficient in light of the dynamism in the 
methods of illicit trade in different products. Elements of such training could include: 

o Initial audit review of current internal systems and procedures for compliance 
with the code of conduct and consulting support to set up the required 
internal procedures and processes to be compliant; 

o Develop a training package to be delivered to FTZ operators and employees. 
This could also be tied to ISO 17024 certification for Trade Regulation and 
Compliance and Trade Management of employees within the FTZ; 

o Develop a training programme to promote awareness amongst the business 
community operating within FTZs. This can also tie to the development of a 
training programme as part of ISO 17065 certification of consulting service 
providers and global trading businesses. 

o Further down the track, work could be undertaken to develop an ISO standard 
for supply chain certification, with a focus on FTZs. 

(We propose that this work could be undertaken between TRACIT, the Global 
Trade Professionals Alliance (https://www.gtpalliance.com/), the World Free Zones 
Organization (https://www.worldfzo.org) and OECD). 

 

i http://www.fatf-gafi.org/media/fatf/documents/reports/Guidance-transparency-beneficial-ownership.pdf 
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ABOUT GS1 
GS11 is a neutral, not-for-profit organisation that develops and maintains the most 
widely used supply chain standards system in the world. GS1 standards are open and 
non-proprietary and they improve the efficiency, safety and visibility of supply chains.  

More than 2 million registered companies use GS1 standards.  

GS1 Member Organisations are present in more than 110 countries, including all 
OECD countries. GS1 presence towards OCED is organised through the Business and 
Industry Advisory Committee to the OECD – BIAC. 

 

ABOUT THE ONLINE PUBLIC CONSULTATION ON THE DRAFT OECD 
GUIDANCE TO COUNTER ILLICIT TRADE, ENHANCING TRANSPARENCY IN 
FREE TRADE ZONES 

 

GS1 welcomes the efforts made by OECD to develop the Guidance to Counter Illicit 
Trade: Enhancing Transparency in Free Trade Zones (FTZ) and fully supports 
OECD’s plan to provide “an international standard of reference, an implementation 
toolkit, a more technical reference point and certification of compliance by FTZ with 
the Code of Conduct”.   

We strongly believe that GS1’s open standards for data identification, capture and 
sharing should be considered necessary elements to reach those goals.  
 
Companies of all sizes around the world are already using the proven system of GS1 
standards and identifiers to enhance their multinational and cross-border business 
operations by increasing efficiency and reducing costs. GS1 standards create a 
common foundation for business by uniquely identifying, accurately capturing and 
automatically sharing vital information about products, locations, assets and more.  
 
This concept has already been applied to international organisations, governments, 
national administrations and related processes. 
 
Major benefits of using GS1 open standards are  

                                                
1 More on www.gs1.org 
 

http://www.gs1.org/
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• Increased interoperability among all stakeholders involved at the national, 
OECD, regional and global levels. 

• Minimised disruption and improved efficiency for business operators and 
national administrations. 

• Continuous maintenance and upgrades to provide the highest levels of 
security and trust.  

 
GS1 has created a complete ecosystem in which users can combine different GS1 
standards.  
GS1 Identification Keys provide efficient ways for organisations to access information 
about items in their supply chains and share this information with trading partners, 
including assigning standard identifiers to products, documents, physical locations 
and more. Because GS1 ID keys are globally unique, they can be shared between 
organisations, increasing supply chain visibility among partners.  
 
The major GS1 ID Keys are also ISO standards. The following are some examples: 
 

• The GS1 Global Trade Item Number (GTIN) is ISO standard 15459-2, 
Automatic identification and data capture techniques – Unique identification, 
where GS1 is the issuing agency for codes starting with numbers 0 to 9.   

• The GS1 Serial Shipment Container Code, SSCC, is ISO standard 15459-1, 
Automatic identification and data capture techniques – Unique identification – 
Individual transport units, the ISO standard for transport package identifiers. 

• The GS1 Electronic Product Code Information Service (EPCIS), ISO standard 
19987, enables disparate applications to create and share visibility event 
data, both within and across enterprises. 

 
MORE DETAILS ABOUT GS1 OPEN STANDARDS 
 
GS1 identification standards include those that define unique identification codes 
which may be used by an information system to refer unambiguously to real-world 
entities, such as 
 

• Trade items 
• Logistics units 
• Physical locations 
• Documents 
• Service relationships 
• Other entities 

 
 
GS1 data sharing standards   
GS1 standards for information sharing include data standards for master data, 
business transaction data and physical event data as well as communication 
standards for sharing this data between applications and trading partners. Other 
information-sharing standards include discovery standards that help locate where 
relevant data reside across a supply chain and trusted standards that help establish 
the conditions for sharing data with adequate security.  
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GS1 data capture standards  
GS1 data capture standards currently include definitions of bar code and radio-
frequency identification (RFID) data carriers which allow GS1 identification numbers 
and supplementary data to be affixed directly to a physical object. These standards 
also specify consistent interfaces for readers, printers, and other hardware and 
software components that connect the data carriers to business applications. 
Examples of GS1 data capture standards: EPC (Electronic Product Code)/RFID, 
Barcode. 
 

 
RECENT USAGE OF GS1 OPEN STANDARDS BY PUBLIC AUTHORITIES  
 
FTZs have become central to the integrated global economy — and their impact 
continues to grow. However, while they offer significant business opportunities, FTZs 
present many challenges, especially as breeding grounds for illicit trade. Product 
categories that stand out as particularly sensitive include tobacco products 2 
(according to WCO’s Operation GRYPHON), alcohol, pharmaceuticals3 (according to 
the EIU Illicit Trade Index), and counterfeit consumer goods4 (according to OECD).  
 

                                                
2 http://www.wcoomd.org/en/media/newsroom/2014/october/wco-announces-the-results-of-its-firstglobal- 
operation-against-illicit-trade-in-tobacco.aspx   
3 The Global Illicit Trade Environment Index: A report by The Economist Intelligence Unit, Free Trade Zones: Five Case 
Studies, 2018  
4 https://read.oecd-ilibrary.org/governance/trade-in-counterfeit-and-pirated-goods_9789264252653-en  

https://read.oecd-ilibrary.org/governance/trade-in-counterfeit-and-pirated-goods_9789264252653-en
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These are product categories for which the GS1 identification system is ubiquitous 
and can add significant value to the oversight and direct monitoring of product flows. 
Here are a few examples: 
 

• The GS1 system of standards is successfully used to help track and trace 
pharmaceuticals from raw production to patients throughout the complex and 
international supply chain under the EU Falsified Medicine Directive (Directive 
2011/62/EU).  
 

• The World Health Organisation (WHO) and the European Union have recently 
developed plans, including policy and legislative initiatives, to fight against illicit 
tobacco trade. Both organisations have recognised GS1 open standards as 
useful to uniquely identify products and capture and share master and event 
data. 
 

• Specific to the WHO fight against illicit tobacco trade, the WHO Protocol to 
eliminate illicit trade in tobacco products 5 , which is based on the WHO 
Framework Convention on tobacco control, is complemented by the WHO 
guidelines for implementation and by other explanatory materials that clearly 
refer to GS1 open standards and, in particular, to GS1 GTIN6. 
 

• Regarding the European legislative framework on tobacco track and trace, the 
main legislative text is the EU Implementing Regulation, adopted on 15 
December 2017 and published in the Official Journal of the EU of 16 April 2018.  

 
The EU Implementing Regulation explains the role that open standards and 
international standards can play to fight illicit tobacco trade. The following points 
deserve particular attention.  

• Point 19: “To ensure interoperability of the components of the repositories 
system, technical specifications, based on non-proprietary open standards, 
should be established for the exchange of data between the primary 
repositories, the secondary repository and the routing system”.  

• Article 28 on coordination tasks of the provider of the secondary repository:  
“The provider operating the secondary repository shall communicate to 
providers operating primary repositories, ID issuers and economic operators, 
the list of specifications required for the data exchange with the secondary 
repository and the router. All specifications shall be based on non-proprietary 
open standards” 

• Article 36 on security and interoperability of communications and data:  
“All electronic communication provided for under this Regulation shall be 
carried out using secure means. Applicable security protocols and connectivity 
rules shall be based on non-proprietary open standards”. 

 
More importantly, the Technical Annex of the EU Implementing Regulation on 
technical standards for the establishment and operation of a traceability system for 
tobacco products cites 
                                                
5 https://treaties.un.org/doc/Treaties/2012/12/20121206%2005-00%20PM/ix-4-a.pdf  
6 http://www.who.int/fctc/protocol/about/Protocol-to-Eliminate-Illicit-Trade-in-Tobacco-QA-EN.pdf  

https://publications.europa.eu/en/publication-detail/-/publication/536e4d37-4140-11e8-b5fe-01aa75ed71a1
https://treaties.un.org/doc/Treaties/2012/12/20121206%2005-00%20PM/ix-4-a.pdf
http://www.who.int/fctc/protocol/about/Protocol-to-Eliminate-Illicit-Trade-in-Tobacco-QA-EN.pdf
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• GS1 GTIN (per the EU-CEG law) and ISO/IEC standard (see annex II, chapter 
1 section 1) 

• GS1 GTIN as the only example of “product number” 
• GS1 SSCC as the only example for “transport unit” (see annex II, chapter 1 

section 1) 
 

o APEC has undertaken a number of pilot projects7. Development of pilots was 
initiated by APEC economies and monitored by APEC. For these projects, APEC 
economies, in cooperation with the private sector, tested the use of GS1 
standards to augment efficiencies and anti-counterfeit functionalities in cross-
border international supply chains. A significant case is the trial of alcohol 
(tequila) exported from Mexico to the US. Companies participating in the 
project were Santa Lucia, Patrón, Cuervo, and Pernod Ricard, with Mexico’s 
Ministry of Economy overseeing the project. The reason for the initiative is that 
there have been significant issues with supply chain integrity previously, 
including theft and counterfeits. The use of GS1 standards in the trial helped 
increase integrity and protect from counterfeits as well as theft in the supply 
chain. Anti-counterfeit measures improved with use of RFID and GS1 standards 
for product identification. Improved product identification combined with 
unprecedented 100% supply chain visibility using GS1 standards ensures 
additional control of product for counterfeit and theft prevention. 

 
o The OECD has created a centralised Global Recalls portal to bring together 

information on product recalls being issued around the world on a regular basis. 
The portal includes information on mandatory and voluntary consumer product 
recalls which were issued by a governmental body and made publicly available. 
The Portal refers to GS1’s Product Identification code (GTIN) to identify a 
specific product uniquely, unambiguously and internationally, and GS1’s 
Classification Code (GPC) to leverage semantic technologies for smart 
searches. The use of GPC allows for the automation of recall reports by 
categorisation. 

 
o GS1 has a long-standing relationship with the World Customs Organisation, 

being actively involved in WCO committee work and having been a supporter 
of WCO’s anti-counterfeit initiatives, and has contributed to the development 
of standards. In the context of this consultation, we believe that the concepts 
outlined in WCO’s SAFE Framework, in which compliant traders receive 
beneficial customs treatment, including fewer or light-touch inspections, is an 
avenue to explore further. We would like to build on and stress the value of 
trust between Economic Operators and Customs, and the contributions this 
approach could make in the context of FTZs. 

 

                                                
7 https://www.apec.org/-/media/APEC/Publications/2017/11/Study-on-the-Application-of-GDS-for-Supply-Chain-Connectivity---Phase-
2/217_PSU_Study-on-the-Application-of-Global-Data-Standards-for-Supply-Chain-Connectivity-Phase-2.pdf  

 

https://www.apec.org/-/media/APEC/Publications/2017/11/Study-on-the-Application-of-GDS-for-Supply-Chain-Connectivity---Phase-2/217_PSU_Study-on-the-Application-of-Global-Data-Standards-for-Supply-Chain-Connectivity-Phase-2.pdf
https://www.apec.org/-/media/APEC/Publications/2017/11/Study-on-the-Application-of-GDS-for-Supply-Chain-Connectivity---Phase-2/217_PSU_Study-on-the-Application-of-Global-Data-Standards-for-Supply-Chain-Connectivity-Phase-2.pdf
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ON FREE TRADE ZONES 
 
The context of this submission is the electronic exchange of data and tracking and 
tracing of consignments, and the value a standards-based system for identification 
and exchange of data can bring to counter IP infringements in FTZs. It has been 
highlighted in previous research that electronic exchange of data as well as tracking 
and tracing would aid in countering illicit activities within FTZs. For example, a report 
by ICC/BASCAP states that “shipment tracking, especially when repackaging occurs, 
is essential to enforcement of intellectual property rights” 8. 
 
Increasingly, Governments are recognising the economic loss that results from 
counterfeiting. As trade flows increase, border agencies face the challenge of 
balancing control and trade facilitation. Customs processes are an important 
contributor to supply chain costs for industry today, and overregulation is detrimental 
to the business environment.  

Therefore, we suggest any new requirements should help promote economic activity 
by increasing predictability in the business environment while discouraging criminal 
activities. Electronic data sharing is something that a majority of companies already 
do, and the use of unique identification for products (and locations) normally 
underpins this exchange of data, which, for example, could be related to products in 
stock or products in supply chains. If companies could share information from their 
industry supply chain standard systems, the data could be used by governments to 
screen, verify, control and identify products as needed. 

The foundation of this GS1 contribution is the standardised, unique identification of 
products and sharing of data. The identification of specific products using a globally 
unique product number known as the GS1 Global Trade Item Number (GTIN) is 
common in international supply chains and among economic operators. A GTIN (also 
known to US consumers as the Universal Product Code [UPC], the ubiquitous bar 
code on nearly all retail products) can be linked to details about the individual 
product. This single GTIN number may provide an adequate description of a product 
for reporting purposes, and can enable the linking of static master data and electronic 
supply chain data to the physical product. The concept of border agencies accessing 
industry product information for more effective controls has been proposed by a 
range of governments and intergovernmental organisations. A notable case study is 
the US ITDS Product Information Committee report.9  
 
In terms of additional burdens for compliant economic operators, there will not be 
significant data entry burdens. The optimal solution involves one additional data 
element for each type of product in the shipment. All other data can be downloaded 
directly from global catalogues (for master data) or shared through the ERP systems 
(for supply chain data) by economic operators. 
 

                                                
8 Controlling the Zone: Balancing facilitation and control to combat illicit trade in the world’s Free Trade Zones (ICC 2013) 
9 http://prolog.ee/wp-content/uploads/2015/10/2013_itds_report-US-ITDS.pdf  

  

http://prolog.ee/wp-content/uploads/2015/10/2013_itds_report-US-ITDS.pdf
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With that said, ideally economic operators could choose whether to provide the 
additional product information used by customs to monitor product flows to/from/in 
the FTZ. Economic operators need to evaluate whether improvements to efficiency 
as a result of the “light touch” are incentive enough. Economic operators who do not 
share the data will continue to rely on traditional procedures. The conceptual thinking 
behind this can be likened to an AEO concept, in which trusted traders benefit from 
light-touch or no inspections, and border agencies can instead target high-risk 
shipments. 
 
This would help address the challenge of “mis-description of goods”, as a unique 
identification number for each product type would make identification and the link 
between physical and data records unambiguous. 
 
CONCLUSIONS 
We firmly believe that existing GS1 standards can provide the scale and 
interoperability required by the OECD’s plan.  

This plan, supported by GS1 standards, will benefit National Authorities, economic 
operators and all other participants based on GS1’s capacity to uniquely 

• identify products and companies, their branches and facilities; 
• capture, record, and share master and event data;  
• track and trace the movement, custody and aggregation/disaggregation 

of goods; and 
• integrate event data by using the same identifiers.  

GS1 believes that an approach utilising GS1 standards will reduce the impact on all 
stakeholders, including SMEs, by providing an interoperable, secure system between 
National Authorities, Customs and economic operators while maintaining their desired 
autonomy in critical control functions.  

At the same time, GS1 global standards allow for expansion beyond the borders of 
involved National Authorities at any time.  

For free trade zones, a combination of GS1 unique product identification standards 
(such as use of the GTIN) and a common data sharing language (such as GS1 
EPCIS), both already referenced by Authorities around the globe (such as WHO and 
EU for tobacco) to fight against illicit trade would definitely leverage OECD’s efforts. 

GS1 is ready to support OECD’s ambitious goals and initiatives to fight against illicit 
trade in any sector to meet Authorities’, industries’ and consumers’ expectations for 
safer products and more secure commercial activities and to avoid tax losses and 
funding distortion in favour of illicit activities. 

 

 
 

 

 
 



 

 
 
 
 
 

 
OECD public consultation on “Guidance to Counter Illicit Trade: 

Enhancing Transparency in Free Trade Zones” 
 

Comments by the Siracusa International Institute for Criminal Justice and Human Rights 
 

The Siracusa International Institute for Criminal Justice and Human Rights (“the Institute”) extends its thanks 
to the OECD for the opportunity to comment on this important piece of work. The Institute considers the 
draft Guidance to be a critical platform for driving Governments’ action towards more responsible, 
accountable and transparent management of Free Trade Zones (FTZs) globally. It remains fully at the OECD’s 
disposal to provide further input and clarification. The Institute would also like to emphasise its readiness 
and willingness to actively support the Task Force’s work and initiatives on illicit trade more generally. 

 
Overview of the Institute 

The Institute is a leading independent non-governmental, non-profit law and policy organisation based in 
Siracusa, Italy. Since 1972, it has established itself as a regional centre of excellence for technical assistance, 
training and research in the Mediterranean Region and beyond. It has implemented large-scale projects 
across Europe and the Balkans, the Middle East and North Africa in the fields of criminal justice, the rule of 
law and human rights. Through these projects and its flagship training programs, training has been provided 
to more than 53,000 judges, prosecutors, law enforcement officers and related criminal justice professionals 
from over 170 countries. Additionally, more than 650 conferences, seminars and meetings of experts have 
been held, resulting in hundreds of published volumes.  
 
At the national level, the Institute has permanent cooperation agreements with the Italian High Council of 
the Judiciary and the Higher School for the Judiciary, for which the Institute is the ad hoc mandated body on 
several European Commission-funded projects. At the international level, the Institute has consultative 
status with the United Nations and contributes to expert fora and networks on crime and security including, 
for example, the UN Crime Prevention and Criminal Justice Network, NATO’s Building Integrity Program and 
Southern Hub in Naples, the GLOBSEC Forum and the International Legal Assistance Consortium among 
others. The Institute has cooperation agreements with a wide range of other national and international 
partners for the implementation of specific projects and other collaborative initiatives. 
 
The Institute’s illicit trade program 

Established in 2016, the Institute’s illicit trade program builds on its decades of experience in the fight against 
transnational organised crime and related crimes. At its core, our program recognises the need for a 
systematic approach to illicit trade, through the development of integrated strategies, enhanced multi-
stakeholder cooperation and pooled resources. A holistic, system-wide approach is essential because of the 
many interlinkages and convergences between different forms of illicit trade, as well as major global risks 
such as corruption, terrorism, conflict, state fragility and economic inequality. Such an approach requires the 
engagement of all affected stakeholders including, in particular, governments, businesses and civil society. 
Each of these stakeholders have key roles to play in strengthening regulatory and enforcement frameworks, 
securing supply chains and raising awareness. 
 
The Institute is currently conducting two projects in furtherance of such a systematic approach. First, 
Strengthening the Fight Against Illicit Trade in South Eastern Europe is a two-year research and capacity-



building project funded by PMI IMPACT. It involves 12 countries in the region in a detailed regional study on 
the practical challenges and obstacles in the fight against illicit trade, as well as innovative strategic dialogues 
at the national and regional levels. 

Secondly, in November 2018 the Institute will launch a new collaborative initiative that is even more 
ambitious in its scope and potential impact. Building on the Institute’s previous work and global network, the 
Mechanism for Combating Illicit Trade (M.CIT) is a research and policy development project that will help 
shape international benchmarks and track global action in the fight against illicit trade. This project is funded 
by PMI. 

Mechanism for Combating Illicit Trade (M.CIT) 

M.CIT aims to mitigate the harmful consequences of illicit trade by driving a systematic approach to it by all 
stakeholders. More specifically, M.CIT’s objectives are to:  

i) formulate international recommendations for combating illicit trade that are specific, actionable and
measurable;

ii) propose an innovative methodology for assessing compliance by national governments and businesses
with the recommendations;

iii) support regional and global governance bodies to drive a systematic approach to illicit trade across
sectors and across borders.

While M.CIT will draw inspiration from the experience of the OECD’s Financial Action Task Force, the review 
mechanism envisaged within this project’s framework will be unique and tailored to addressing the complex 
risks and threats associated with illicit trade. In addition to government perspectives, the needs and concerns 
of the international business community will be central to the development of M.CIT’s recommendations 
and methodology. 

Specific comments on the draft Guidance to Counter Illicit Trade 

• The Institute wishes to stress the importance of paragraph 9, which encourages Adherents to “monitor

the activities of FTZs and publish annual indicators that help to evaluate their use to favour illicit trade

[…].” In light of the Institute’s current projects on illicit trade, in particular, it is suggested that language

be added to paragraph along the following lines: “Additionally, ensure that FTZs are duly covered in the

framework of review mechanisms that may be established to assess the implementation of policy

guidelines in the field of illicit trade."

• The Institute considers training to be a key component of any effort to address illicit trade in FTZs.
Accordingly, the draft Guidance could greatly benefit from the inclusion of a paragraph entirely dedicated
to training, which would cover, notably, the following stakeholders:

i. The business community operating within FTZs;

ii. FTZ operators;

iii. National authorities, notably customs authorities and criminal justice officials.

In particular, the provision of adequate training for criminal justice officials appears pivotal. Investigators 

and prosecutors need to be able to fully appreciate the range and scope of criminality taking place in 

FTZs, as well as the legal and practical challenges affecting the conduct of criminal investigations in such 

zones. For example, an outstanding issue is the use of FTZs as conduits for trade-based money laundering 

schemes. Yet, few criminal justice officials worldwide have developed the necessary investigative skills 

to tackle this phenomenon. The Institute confirms its availability to offer its long-standing expertise in 

this field by equipping criminal justice officials with the knowledge, skills and proven techniques to carry 

out more effective criminal investigations in FTZs. 



 Comment for your consideration: Distinguish between excisable goods and non-excisable goods

and call for heightened attention and scrutiny from the authorities on excisable goods, which are

often the object of specific frauds in FTZ (both for production and transit)

 Comment for your consideration: add an additional paragraph in the preamble to reference the

Protocol that could read as follows: “Recognising the efforts of the international community in

the development of the World Health Organization Framework Convention on Tobacco Control’s

Protocol to Eliminate Illicit Trade in Tobacco Products, and in particular its article 12 dealing with

Free Zones and International Transit;”

SECTION I. 

 Recommends that Members and non-Members, having adhered to the Recommendation

(hereafter “Adherents”), promote transparency in the commercial transactions of goods and

services , and reduce and deter the abuse of Free Trade Zones as conduits for illicit trade

SECTION I POINT 2: 

 Provides for the right of competent customs and other law enforcement authorities to require

data related to the movement of goods and carry out ex officio checks at any time on goods

stored,  manufactured, packaged and services conducted in FTZ;

o Additional point for your consideration:

Ensures that goods entering and leaving the FTZ are subject to controls to guarantee

compliance with standards at final destination.

SECTION I POINT 6: 

 Promote awareness amongst free trade zones administrations and the business community (e.g.

major intermediaries including shipping agents, freight forwarders, customs brokers and logistics

companies) to understand the major risks related to FTZ.

SECTION II POINT 4: 

 Comment for your consideration: there might be other types of documents that serve as proof for

other commercial transactions. (e.g.: transfers). It may be worth exploring if there is room to

include such examples to make it as comprehensive as possible.

Philip Morris International
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INTA Suggested Modifications to the OECD Draft Guidance to Counter Illicit Trade 

Introduction: 

The International Trademark Association (INTA) thanks the Organization for Economic Cooperation and 
Development (OECD) for the opportunity to provide comments on the Draft Guidance to Counter Illicit
Trade: Enhancing Transparency in the Free Trade Zones (hereinafter, “the Guidelines”).  

With over three thousand Free Trade Zones globally, regulation of these zones are imperative to the 
protection of Intellectual Property Rights (IPR). Although Free Trade Zones help improve economic growth 
for the host country by increasing foreign investment, employment, and innovation, Free Trade Zones have 
also become increasingly vulnerable to a wide range of abuses by criminal actors due to relaxed oversight 
and softened controls in these areas. Particularly, many Free Trade Zones have been used by criminal 
groups to transship counterfeit goods globally, either by shipping in whole counterfeit goods, or counterfeit 
parts for assembly in the zones. On behalf of our global membership, INTA would like to offer some 
recommendations to the Draft Guidance to Counter Illicit Trade through the online public consultation.    

INTA is a membership association of more than 7,200 trademark owners and professionals from more than 
191 countries. INTA’s total membership collectively contribute almost US $12 trillion to global GDP 
annually. The Association's member organizations represent some 31,000 trademark professionals and 
include brand owners from major corporations as well as small- and medium-sized enterprises, law firms 
and nonprofits. INTA undertakes advocacy work throughout the world to advance trademarks and related 
rights, and offers educational programs and informational and legal resources of global interest. INTA’s key
objective is to support trademarks and related intellectual property (IP) to foster consumer trust, economic 
growth, and innovation.   

INTA appreciates your serious consideration of its recommendations for the Draft Guidance to Counter Illicit
Trade: Enhancing Transparency in the Free Trade Zones and applauds the OECD’s efforts in this initiative. 
This document was drafted by the INTA Anticounterfeiting Committee and staff. Please do not hesitate to 
contact Manager, Anticounterfeiting, Maysa Razavi at mrazavi@inta.org or Senior Coordinator, 
Anticounterfeiting, Tiffany Pho at tpho@inta.org if you have any questions or concerns. 

mailto:mrazavi@inta.org
mailto:tpho@inta.org
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Recommended Changes to the Draft Guidance to Counter Illicit Trade 

Having Regard to Article 5 b) of the Convention on the Organisation for Economic Cooperation and 
Development of 14 December 1960; 

INTA Comments: INTA would like to suggest that Articles 2(c) and 12(a) be included in this 
introductory paragraph in addition to Article 5 (b). Article 2(c) mandates that Members agree to “pursue 
policies designed to achieve economic growth and internal and external financial stability and to avoid 
developments which might endanger the economies or those of other countries.” Article 12(a) addresses
the ability of the organization to “address communications to non-member States or organisations.” The
inclusion of these two articles would clearly lay out the OECD’s ability to include member and non-member 
states in the Guidelines. 

Having Regard to the FATF Recommendations and the WTO Agreement on Trade Related Aspects of 
Intellectual Property Rights; 

INTA Comments: INTA would like to suggest that the relevant sections of the Financial Action Task 
Force Recommendations and the WTO Agreement on Trade Related Aspects of Intellectual Property 
Rights be quotes in this section for completeness and specificity, as was done in the section above.   

RECOGNISING that illicit trade operates in the shadow of the global economy, with increasingly 
sophisticated traffickers dealing in a range of prohibited and counterfeited goods and services, which often 
directly harm consumers due to the health and safety associated with counterfeit products ; 

INTA Comments: INTA would like to suggest that language on the health and safety risks 
associated with the counterfeit goods be included in this section as the harm to consumers is a priority that 
should be addressed when recognizing the global impact of counterfeit goods.  

RECOGNISING that illicit trade and criminal networks are a growing security concern globally, and their 
convergence presents threats to communities, marketplaces and societies as a whole, enabling lucrative 
criminal enterprise terrorism financing, and creating greater instability and violence around the world; 

INTA Comments: INTA would like to suggest that marketplaces be added to the list of areas that 
illicit trade impacts as legitimate marketplaces suffer due to the proliferation of illicit trade and counterfeit 
products.  

RECOGNISING that various existing international standards are in place to prohibit or regulate different 
sectors of illicit trade, including the trafficking of humans, narcotics, counterfeits, endangered and illegally 
harvested species of fauna and flora, antiquities and conventional arms; and promote the implementation 
and compliance of legal, regulatory and operational measures to combat the proceeds of illicit trade; 

INTA Comments: INTA would like to suggest that language be included on the compliance of 
safety, consumer protection and pharmaceutical regulations in the Free Trade Zones. Many illicit and 
counterfeit goods such as medicines, machinery and tobacco products are assembled in these zones, 
allowing the criminal actors to intentionally use the zones to circumvent specific industry regulatory 
requirements resulting in illicit goods leaving the zones for trade.  

CONSIDERING the lack of a multilateral set of harmonized guidance that provides governments with 
efficient tools to detect, deter and reduce illicit trade regardless the commodity, cutting across different illicit 
markets; 

INTA Comments: INTA would like to suggest that the word “efficient” be added to this section. 
There are currently legal provisions that governments may use as tools to reduce illicit trade, however, 
these legal provisions may not be the most efficient or easily applied enforcement related tools. 
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RECOGNISING the need to enact proactive measures to reduce the supply and deter the demand for illicit 
goods and services across a range of illicit markets; 

RECOGNISING that Free Trade Zones (FTZ) have proliferated in number, can stimulate legitimate 
economic growth and play a central role in business for many countries and leading manufacturers; 

INTA Comments: INTA agrees that the number of Free Trade Zones have increased in number in 
the last year, significantly in Europe and around the globe.  

RECOGNISING that standards, oversight and regulations governing FTZs have not in all cases kept up 
with the growth in number of economic operators and volume of trade in goods and services; 

RECOGNISING that in some FTZ customs and law enforcement authorities do not have timely physical 
access to the premises to review/monitor activities conducted in FTZ, and face difficulty to obtain 
information on the activities of economic operators established within, as well as information pertaining to 
the ownership of goods that transit through or are produced or assembled within; even where relevant 
international standards require and entitle them to be able to; 

ACKNOWLEDGING that criminal entrepreneurs take advantage of inadequate oversight and the lack of 
transparency and control in FTZ to commit trade fraud, IPR infringement, smuggle contraband, facilitate 
the proliferation of weapons and launder the proceeds of crime;  

NOTING the opportunity to hold to account FTZ authorities that are complicit with, or negligent in the 
oversight of, economic operators that conduct or enable illicit trade that is harmful to persons, businesses, 
consumers, markets and the environment; 

On the proposal of the Public Governance Committee: 

I. Recommends that Members and non-Members, having adhered to the Guidance Recommendation 
(hereafter “Adherents”), promote transparency, and reduce and deter the abuse of Free Trade Zones as 
conduits for illicit trade.   

INTA Comments: INTA would like to suggest that the use of the word “Recommendation” when 
referring to this set of Guidelines be changed to “Guidance” as the word “Guidance” is used in the title of
this document, for consistency.  

To this effect, Adherents should: 

1. Take measures to encourage FTZ and FTZ administrators to comply with the “Code of Conduct for Clean
Free Trade Zones” set out below. Such measures include, but are not limited to:

The conduct of strict control of consignments arriving from or leaving the zones, or that are suspected 
of having transited through, FTZ that do not comply with the “Code of Conduct for Clean Free Trade
Zones”.

INTA Comments: INTA would like to suggest that Section 1 include language on products leaving 
the zones, as it is common practice for counterfeiters to assemble counterfeit products in the zones for 
export.  Additionally, INTA would like to suggest that the administrators of FTZ be included in the list of 
parties that should adhere to the Guidelines. As FTZs are often created under private/public partnerships 
within the government, and later granted to administrators to regulate, these administrators should also be 
held responsible for adhering to these Guidelines. 

2. Ensure that the legal framework for FTZ established in their territory, or that are otherwise governed
under their administrative control: 
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Provides for the right of competent customs and other law enforcement authorities to require data, 
documents and/or samples related to the production and movement of goods and carry out ex officio 
or ex parte checks at any time on goods produced, passing by, in transit or stored, and services 
provided or activities conducted within FTZ; 
 
Allows for customs and other law enforcement authorities to take appropriate actions and measures 
in the execution of their authorities, including inspecting and securing merchandise and 
documentation, temporarily closing down business, totally or partially specifically designed for or 
related with illicit trade,  
 
Empowers customs and other law enforcement authorities to examine merchandise and obtain 
samples for its analysis before or at the time of admission to a FTZ, or at any time thereafter, if the 
examination is considered necessary to facilitate the proper administration of any law, regulation, or 
instruction which Customs is authorized to enforce, and adopt the necessary measures to have the 
merchandise suspended or blocked until confirmation. 
 
Empowers customs authorities to impose measures, prohibitions or restrictions on the activities 
carried out within FTZ, having regard to the nature of the goods in question, their respect of 
intellectual property laws, or the requirements of customs supervision, or security and safety 
requirements. 
 
Empowers customs authorities to prohibit persons who do not provide the necessary assurance of 
compliance with customs provisions from carrying out an activity in a FTZ; 
 
INTA Comments: INTA welcomes this provision as the necessary assurances of compliance would 

ensure that all actors are acting according to the relevant customs provisions.  
 
Prohibits persons convicted of illegal activities, legal or natural, or repeat offenders or their 
administrators from operating within the FTZ; 
 
INTA Comments: INTA would like to suggest that repeat offenders and administrators be included in 

the list of bad actors as some counterfeiters are known to be bad actors, however, not all have been 
convicted of illegal activity. 

 
Ensures that the perimeter and entry and exit points of the area of FTZ are subject to daily customs 
supervision.  
 
INTA Comments: INTA believes that the Adherents should be obligated to provide daily supervision 

in the Free Trade Zones as this is a practice that could greatly curb the amount of illegal activity in the 
zones. In many countries, law enforcement and customs authorities have access to regulate the Free Trade 
Zones by law, however they are not specifically placed within the zones. INTA believes this kind of oversight 
is a relatively easy way to monitor illegal activity in the zones.  

 
Ensures that goods, persons and means of transport entering and leaving the FTZ are subject to 
controls. 
 
Ensures that the economic operators that are allowed to operate within FTZ are physically located 
within the FTZ, and that they communicate to the customs authorities the identity of the clients in 
their operations. Where the client acts as an agent or representative, then the economic operator 
should also communicate the identity of the principal (i.e. the person who ultimately owns or controls 
the agent), to the customs authorities. 
 
INTA Comments: INTA welcomes this initiatives as the identifying information may be valuable to 

many right holders to track and detect infringers, particularly, if this information is digitized and easily 
accessible. Based on this information, right holders would be able to share their concerns about certain 
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shipments brought into the zones to the customs officers and work together to have the shipments 
examined.  

 
3. Require FTZ authorities to make available aggregated statistical data on goods entering and 
leaving the Free Trade Zone on the basis of their tariff classification, and information that identifies the 
owner(s) of goods. 
 

INTA Comments: INTA would like to suggest that sender and receiver information also be made 
available to the rights holders so that the rights holders may appropriately act on both sender and receiver. 
Providing this information to the right holder would not be particularly burdensome, as the information is 
already included in the customs documents. Rights holders and authorities could then use this information 
to learn more about illicit trade routes and would be particularly helpful when looking at goods in transit. 
 
4. Promote adoption of this guidance and of the Code of Conduct in their bilateral and multilateral trade 
agreements. 
 
5. Make greater use of international agreements that include provisions for mutual International legal 
assistance in order to combat illicit trade conducted through FTZ. 
 
When entering into new agreements that include such provisions, including multilateral and bilateral trade 
agreements, Adherents should specifically refer to the need to combat illicit trade and counterfeiting 
conducted through FTZ that have not adopted the Code of Conduct for Free Trade Zones. 
 

INTA Comments: INTA would like to suggest that the Adherents shall also refer to the need to 
combat counterfeiting, and not just illicit trade when entering into new agreements. As mentioned 
previously, Free Trade Zones are often abused by counterfeiters due to the relaxed regulations in the 
zones.  
 
When administering such agreements, designate the competent authorities and their points of contacts in 
order to facilitate the communication between and among the responsible authorities of the parties to the 
agreement in question.  
 
6. Encourage international cooperation in the exchange of law enforcement information, and consult with 
appropriate authorities, such as law enforcement and governmental authorities that create the FTZs, and 
affected industries in investigations and other legal proceedings concerning specific cases of misuse of 
FTZ related to illicit trade. This includes such means as: 
 

Sharing financial and administrative information, ex officio or upon request, to support the provision 
of evidence in judicial proceedings, or to ensure and further the effective supervision and control of 
and the prevention of the misuse of FTZ. 
 
Making better use of the current arrangements for Customs to Customs cooperation, as required 
through Customs Mutual Assistance Agreements, for the sharing of information and other necessary 
communication at the technical level. 
 
Cooperation and assistance in the development and implementation of policies and practices to 
counter illicit trade in FTZs, including technical assistance to share and develop improved systems 
for record keeping by FTZ authorities and economic operators. 
 
INTA Comments: INTA would like to suggest that specific examples of the relevant authorities be 

listed as the bodies that should be consulted in international cooperations. INTA would also like to suggest 
the formation of a cooperative technology platform to properly share the information gathered by the FTZ 
authorities and operators. 
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7. Promote awareness amongst the business community (e.g. major intermediaries including shipping 
agents, freight forwarders, customs brokers and logistics companies) to understand the major risks related 
to FTZ. 
 
8. Foster public and private partnerships to counter illicit trade emanating from FTZ that have not adopted 
the Code of Conduct for Clean Compliant Free Trade Zones. This includes reinforcing efforts to encourage 
the business community that makes use of FTZs, or that finances operators within FTZ, to refrain from 
doing business in FTZ that are not certified for compliance with the Code of Conduct for Compliant Free 
Trade Zones. 
 
 INTA Comments: INTA would like to suggest the use of the term “compliant” for consistency versus 
“Clean.” 
 
9. Monitor the activities of FTZ and publish annual indicators that help to evaluate their use to favour illicit 
trade. 

Such evaluation should be based on relevant enforcement statistics, including customs detentions 
and detailed seizures of illicit and counterfeit goods originating, or in provenance from each FTZ, or 
in transit through each FTZ and orders to disrupt services performed within each FTZ. 
 
INTA Comments: INTA welcomes this provisions and would like to suggest that the statistics provided 

be as detailed as possible from each FTZ, including specific reference to the number and the category or 
type of counterfeit products detained. This information would be of great use to many law enforcement 
authorities and right holders.  
 
10. Conduct targeted operations with respect to shipments arriving to, originating from, or passing through 
FTZ that do not adopt, or are not certified as in compliance with, the Code of Conduct for Clean Compliant 
Free Trade Zones. 
 
 INTA Comments: INTA would like to suggest the additional language covering shipments arriving 
to and passing through the FTZs.  
 
II: Recommends that Adherents ensure the following Code of Conduct for Compliant Free Trade Zones and 
monitor their compliance. 
 
Compliant Free Trade Zones are those that: 
 
 1. Provide unconditional access to the customs and law enforcement agencies of the jurisdiction where 
they are established to carry-out unobstructed, ex officio or ex parte- requested enforcement checks of 
operators in support of investigations of violations of applicable law. 
 
2. Notify customs authorities in advance of any industrial, commercial or service activity taking place in the 
FTZ. 
 
 INTA Comments: INTA would like to clarify if “industrial, commercial or service activity” includes 
the practice of assembling counterfeit and illicit goods within the zones for export. 
 
3. Prohibit operators and persons who do not provide the necessary assurance of compliance with the 
applicable customs provisions from carrying out an activity in the FTZ. 
 
4. Ensure that economic operators active in the FTZ maintain detailed digital records of all shipments of 
goods entering and leaving the zone, as well as all goods and services produced or assembled within it, 
sufficient to know what is inside the zone at any given time. The digital records shall: 
 

Document sales and purchase operations of all goods and services within entering and exiting, the 
FTZ, and be provided to the competent customs authority or law enforcement body upon its request. 
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INTA Comment: In order to be consistent with the language in the paragraph above, INTA would like 
to suggest that language be added requiring the documents include shipments entering and leaving the 
zones. 

Maintain a complete and accurate record of all commercial transactions to enable full accountability 
of materials used in production and assembling processes that may be reconciled with the volume 
and value of their commercial transactions entering, in transit and leaving the zone. These records 
should be: 
i. Maintained for a period of a least four years, unless legal proceedings are in progress so that no
time limitation should affect for the applicable period. 
ii. Made available in a timely manner to the FTZ authority and competent public authorities upon
request. 
iii. Maintained in a format as required by the customs or other competent authority, such that it can
be used for risk profiling by the competent enforcement authority. 

5. Transmit in a timely manner to custom and/or law enforcement authorities, on simple request by the
competent custom or law enforcement authority in the jurisdiction where the zone is established, any 
information contained in the digital records. 

Ensure that economic operators active benefiting from in the FTZ are required to grant access to 
their detailed digital records upon request of the FTZ authority, the customs and/or law enforcement 
authorities or any other competent judicial or public authority in the jurisdiction where the zone is 
established. 

Appoint a dedicated point of contact with the necessary skills and resources to respond effectively 
to such requests for information from the above mentioned authorities, and to lead due diligence and 
compliance verifications on companies and persons operating within FTZ or benefiting from FTZ. 

INTA Comments: INTA would like to suggest that the dedicated point of contact be a representative 
who is elected and works for the FTZ operator.  

6. Deter cash payments for any commercial or financial transaction of the economic operators active in the
FTZ or benefiting from FTZ, occurring inside or originating from the FTZ, and for large cash transactions, 
document the details and report to the customs authority. 

Commission an internationally accredited, independent third party verification firm to carry out certification 
that the zone has implemented the Code of Conduct. Such certification shall be performed at least once a 
year. The accreditation firm should be changed every 3 years.  

Make public the results of the certification through publication on the OECD website. 
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