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Context
Globalisation, trade facilitation, and the rising economic
importance of intellectual property are all drivers of economic
growth. However, they have also created new opportunities
for criminal networks to expand the scope and scale of their
operations, free-riding on intellectual property and polluting
trade routes with counterfeit goods. The consequences for the
economy and for citizens are serious. Trade in counterfeit goods
not only damages economic agrowth but also undermines
good governance, the rule of law and citizens’ trust in
government, and can ultimately threaten political stability. In
addition, in some cases, such as that of fake pharmaceuticals,
counterfeit goods can have serious health and safety
implications for citizens.

We are confident that this research will make a major contribution
to the understanding of the volume, magnitude and harmful
societal effects of illicit trade in counterfeit medicines. We trust
that the results about both the economic harm caused by this
threat and its damaging impact on health will urge policy makers
to shape effective solutions to combat and deter this scourge.

Janos Bertok
Acting Director, OECD Public
Governance Directorate

Christian Archambeau
Executive Director, EUIPO

CONTEXT . 1

Foreword
Illicit trade in fake goods is a significant and growing threat in a
globalized and innovation-driven economy, undermining good
governance, the rule of law and citizens’ trust in government. It
not only has a negative impact on the sales and profits of affected
firms and on the economy in general, but also poses major health
and safety threats to consumers.
To provide policy makers with solid empirical evidence about this
threat, the OECD and the EU Intellectual Property Office (EUIPO)
joined forces to carry out a series of analytical studies that deepen
our understanding of the scale and magnitude of the problem.
The results have been published in a set of reports: Trade in
Counterfeit and Pirated Goods: Mapping the Economic Impact
(2016), Mapping the Real Routes of Trade in Fake Goods (2017),
Trade in Counterfeit Goods and Free Trade Zones: Evidence From
Recent Trends (2018), Why do countries Export Fakes (2018),
Misuse of Small Parcels for Trade in Counterfeit Goods (2018)
and Trends in Trade in Counterfeit and Pirated Goods (2019).
The results are alarming. They show that trade in counterfeit and
pirated goods amounted to up to 3.3 % of world trade in 2016;
when considering only the imports into the EU, they amounted
to up to 6.8 % of imports. Counterfeiters operate swiftly in the
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globalized economy, misusing free trade zones, taking advantage
of many legitimate trade facilitation mechanisms and thriving in
economies with insufficient governance standards.
Trade in counterfeit and pirated goods is a dynamic and
constantly changing phenomenon. Continuous measurement
efforts are needed to monitor this risk. This report presents
updated figures on the scale, scope and magnitude of trade in
counterfeit pharmaceuticals, based on a statistical analysis of a
relevant subset of a unique database of half a million seizures of
counterfeit goods. Structured interviews with trade and customs
experts also contributed to the analysis.
Trade in counterfeit goods is a major risk for today’s modern,
productive and forward-looking global economy. It not only
strikes at the heart of the engine of sustainable economic growth,
but also poses significant risks to health and safety.
This report builds on previous analysis, focusing on the situation
in one particular sector: pharmaceuticals. Counterfeits imply
not only possible economic damages for this sector, but also
significant health threats, since fake medicines are often not

properly formulated and may contain dangerous ingredients.
Counterfeit medicines have included medicaments for serious
diseases, including malaria, HIV/AIDS and cancer. The scale is
huge – in 2016, international trade in counterfeit pharmaceuticals
reached USD 4.4 billion.
This report builds on major policy concerns. The first is the
negative effect that counterfeit trade has on legitimate
competitive advantage of rights holders, and consequently on
innovation, employment and long-term economic growth. The
second one is the damaging impact of crime and illicit trade
activities on good governance, public health and safety.

Counterfeit medicines cause
economic damage, and pose
significant threat to public
health
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COUNTERFEIT
PHARMACEUTICALS:
SCOPE...
SCOPE: We look at illicit, traded pharmaceuticals that
infringe trademarks, and we call them counterfeit (or fake)
pharmaceuticals or medicines. Stolen or diverted medicines
are generally not included in our main estimates unless they
infringe a trade mark, irrespectively of their medical or regulatory
properties.
Our analysis relies on two main sets of data:
l customs seizures data and
l other enforcement data.

Together, they offer a wealth of valuable insights into the size and
scope of the global market of illicit pharmaceuticals.
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... AND DATA
CUSTOMS SEIZURE DATA
Main dataset used in the study.
What’s in the dataset? Detailed descriptions of seizures of fake
pharmaceuticals from all over the world.
Where do the data come from? Customs administrations
(World Customs Organization, European Commission, United
States DHS).
Other enforcement data:
An additional dataset used in this study.
What’s in the dataset? Cases of fraudulent manufacture,
mislabelling of drugs and fraudulent packaging.
Where do the data come from? Enforcement actions carried
out by all kinds of enforcement agencies, such as police, health
inspection service, customs, etc.
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TRADE IN
PHARMACEUTICAL
PRODUCTS
Between 2014 and 2016, the largest exporters of pharmaceuticals
were EU countries, as well as Switzerland, the United States, India,
China, Singapore, Israel and Japan. Together, these economies
represented more than 92% of the total value of global exports of
pharmaceuticals.
In many countries the industry represents a significant share of
total employment (between and 0.8 to about 1% in countries
such as Switzerland, Slovenia and Denmark). Many of these jobs
are in research and development activities.

Top 20 exporters of pharmaceuticals, 2014-2016
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MAPPING THE SCALE
OF TRADE IN FAKE
PHARMACEUTICALS
Two things make the pharmaceutical industry vulnerable to
counterfeiting: very high innovativeness and use of intellectual
property as well as very strong, and often inelastic demand from
patients and consumers.
Between 2014 and 2016 pharmaceuticals were the 10th most
counterfeited type of product in international trade.
In 2016, international trade in counterfeit pharmaceuticals
reached USD 4.4 billion, this does not include fake medicines
manufactured and consumed domestically.
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WHICH MEDICINES
ARE FAKED?

Top provenance economies for counterfeit
pharmaceuticals, 2014-2016
60%
Share of global customs seizures

A closer look at the types of pharmaceutical products that
are counterfeited is alarming. Over the period 2014-2016,
seized counterfeits included medicaments for various kinds
of diseases, including malaria, HIV/AIDS and cancer. A more
detailed review of the customs data shows that antibiotics,
lifestyle drugs and painkillers were the most targeted by
counterfeiters.

Share of global seized value
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Trade routes for counterfeit pharmaceuticals
India is the main source of counterfeit pharmaceuticals traded
worldwide, followed by China and Hong Kong (China).
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Most counterfeit types of pharmaceuticals seized by
customs, 2014-2016
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LOSS OF SALES
AND DAMAGE TO
THE REPUTATIONS
OF LEGITIMATE
PRODUCERS
Companies registered in the United States are hit the hardest by
this trade in counterfeits; those in other OECD countries are also
strongly affected (Switzerland, Germany and France).
The impact of counterfeits on legitimate producers are multiple
and include: lost sales and profits, costs of protecting brands,
loss of reputation, the potential cost of managing the disposal
of counterfeits and litigation costs, and possibly people who
were unknowingly victimised by counterfeits.
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Pharma
companies
from the
US, EU and
Switzerland
are hit the
hardest by
counterfeiting

Top 15 producing economies of pharmaceuticals, 2016

Arrest data
Enforcement authorities have continued
to focus on major distribution and
manufacturing operations. Distribution
of illegal medicines is the top category
of arrests in Asia, Latin America and
Europe. The majority of those engaged
in the smuggling of counterfeit and
diverted medicines were arrested in
Asia and Eurasia.

40%

35%

30%

25%

Top ten countries for the number of arrests
of individuals engaged in manufacturing
counterfeit medicines, 2018

20%

Economy

15%

10%

Austria

Australia

Netherlands

Canada

Sweden

United Kingdom

Spain

Singapore

Korea

Denmark

Italy

Belgium

France

Germany

Switzerland

0%

United States

5%

Number of arrests

China

233

Spain

52

United States

48

India

38

Pakistan

10

Indonesia

10

Canada

7

Colombia

6

Egypt

1

LOSS OF SALES AND DAMAGE TO THE REPUTATIONS OF LEGITIMATE PRODUCERS . 11

Small parcels shipped
by express and postal
services – driven by
the rising popularity
of e-commerce –
are the most popular
ways of shipping
counterfeit medicines,
significantly
complicating the
screening and
detection processes
and lowering the
risk of detection and
penalties.

EXPRESS AND POSTAL –
VECTORS OF ILLICIT TRADE
IN FAKE MEDICINES
Express and postal services are the main modes of transport for
counterfeit pharmaceuticals traded worldwide, with their shares
growing between 2011 and 2016. In terms of volume, air is also
an important mean of transport. In terms of value, sea was the
main transport mode
for fake medicines and
pharmaceutical products
during 2011-2013, but was
replaced by road transport
and mail and postal services
during 2014-2016.
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y 35.167 mm

THE GROWING
ROLE OF THE
INTERNET
The ability of sellers to hide their identity and misrepresent
their products is particularly attractive to counterfeiters,
providing criminals with a relatively easy point of entry into
even the best regulated markets.

There are two distinct areas
to purchase counterfeit
pharmaceuticals online:
the dark web and the freely
accessible surface web

TRANSPORT MODES FOR COUNTERFEIT PHARMACEUTICALS
In terms of the total number of customs seizures
of fake pharmaceuticals worldwide
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WHO IS AFFECTED
BY COUNTERFEIT
MEDICINES?
Counterfeit medicines affect economies in a number of areas:
l Individuals who fall victim to low quality counterfeit products

that may not adequately treat their medical needs.
l Legitimate producers, who can lose sales to counterfeiters,

and need to take steps to ensure that counterfeiters do not
infiltrate their supply chains, and to mount efforts to combat
counterfeiters.
l Governments, which are actively involved in managing health

care in countries.
l Entire economies, in the form of the impact on crime levels,

the environment and the possible effects on jobs and foreign
investment.
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Producers and
governments
have been active
in combatting
ILLUSTRATIVE
BACKGROUND
counterfeiting
MAT TER
as it threatens
their considerable
investment in
developing new
products
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Further reading
Trends in Trade in Counterfeit and Pirated Goods

Illicit Trade

Illicit Trade

This study examines the value, scope and trends of trade in counterfeit and pirated goods. First, it presents the

overall scale of this trade and discusses which parts of the economy are particularly at risk. Next, it looks at the
Illicit
Tradeof origin of fakes in global trade. Finally, it analyses recent trends in terms of changing modes
main economies

Trade in Counterfeit
Pharmaceutical Products

EvidEnCE From rECEnT TrEnds

EvidEnCE From rECEnT TrEnds

ISBN 978-92-64-31249-4

Trade in Counterfeit Goods
and Free Trade Zones

Trade in Counterfeit Goods and Free Trade Zones

This work is published on the OECD iLibrary, which gathers all OECD books, periodicals and statistical databases.
Visit www.oecd-ilibrary.org for more information.

Trends in Trade in Counterfeit and Pirated Goods

Consult this publication on line at https://doi.org/10.1787/g2g9f533-en.

Illicit Trade

Trends in Trade in Counterfeit
and Pirated Goods

of shipment and the evolution of trade flows.

9HSTCQE*dbceje+

Trade in counterfeit
pharmaceutical
products
oe.cd/pharmatrade
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Trends in Trade in
Counterfeit and
Pirated Goods
oe.cd/trendsintrade

Trade in Counterfeit
Goods and Free
Trade Zones
oe.cd/tradecgftz

THE ORGANISATION FOR ECONOMIC CO-OPERATION
AND DEVELOPMENT is a unique forum where the governments
of 35 democracies work together to address the economic, social
and environmental challenges of globalisation. The OECD is at
the forefront of efforts to understand and to help governments
respond to new developments and concerns, such as corporate
governance, the information economy and the challenges of an
ageing population. The Organisation provides a setting where
governments can compare policy experiences, seek answers to
common problems, identify good practice and work to
co-ordinate domestic and international policies.

THE EUROPEAN UNION INTELLECTUAL PROPERTY OFFICE
(EUIPO) is a decentralised agency of the EU, headquartered
in Alicante, Spain. It manages the registration of the European
Union trade mark (EUTM) and the registered Community design
(RCD), as well as carrying out cooperation activities with the
national and regional intellectual property (IP) offices of the EU.
The EUIPO carries out research and activities to combat IP rights
infringement through the European Observatory on Infringements
of Intellectual Property Rights.

www.oecd.org

http://euipo.europa.eu

All EUIPO-Observatory publications can be found here.

www.oecd.org/gov/illicit-trade/

http://euipo.europa.eu

