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Why do countries export fakes

• The level of corruption, as measured by control of corruption, and irregular
payments and bribes

• Low quality of intellectual property protection

• Good logistics facilities and trade infrastructure

• FTZs (especially in countries with poor governance)

• Low wages and generally poor working conditions

 are associated with a significant increase in the share of fake exports
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Links between counterfeiting and transnational organised crime

• Similar, negative consequences for health, environment, governance
standards and socio-economic situation in general;



Negative consequences

• 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);

• India and China are the primary producers of fake medicines. The United Arab
Emirates, Singapore and Hong Kong (China) are the key transit economies.

• Main targets: African countries, Europe and the United States.



Negative consequences

• Health and safety, 
including costs of treating patients
who have suffered adverse health consequences as a result of consuming counterfeit 
medicines.

• Environmental pollution 

• Loss of sales and damage to the reputations of legitimate producers. 

• Additional costs and lost tax revenues to governments and economies. 



Negative consequences (losses due to counterfeiting)

Total effects:
Lost sales: €100 billion
Lost jobs: 744 400
Lost taxes: €14.7 billion

Direct effects:
Lost sales: €59 billion
Lost jobs: 443 700



Links between counterfeiting and transnational organised crime

• Similar, negative consequences for health, environment, governance
standards and socio-economic situation in general;

• Similar modus operandi and enablers;



Enablers (Free Trade Zones)

• On average, an additional FTZ within an economy is associated with a 5.9%
increase in the value of fake exports.

• An increase of 1% in the number of firms operating in Zones / in the number
of employees working in zones increase the value of fake exports by 0.29%
and 0.21%, respectively.
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Links between counterfeiting and transnational organised crime

• Similar, negative consequences for health, environment, governance
standards and socio-economic situation in general;

• Similar modus operandi and enablers;

• But counterfeiting associated with much more lenient punishments!
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What can be done?



OECD recommendations on Free Trade Zones

• Unconditional access of competent authorities;

• Gathering and facilitating access to Information;

• KYC principles;

• Incentivize electronic payments;

• Exchange of information and experience between FTZ operators.
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