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Introduction  
Center for Global & Strategic Studies (CGSS), Islamabad, Pakistan organized the 

Roundtable discussion ȬȭIllicit Tobacco Trade: Need for Implementation of Law & 

2ÅÇÕÌÁÔÏÒÙ 2ÅÇÉÍÅÓȱ ÏÎ 16 June 2021. The roundtable discussion brought together a 

distinguished panel of veteran subject experts, leading academicians, prominent  business 

leaders, law experts, entrepreneurs-tax consultants and member of the chamber of 

commerce & industry to discuss the causes and impacts of the Illegal Tobacco trade, and 

its overall economic and social implications. This roundtable integrated experts to 

analyze the gravity of these emerging issues, highlight the flaws of existing illegal trade 

control laws & regimes and proposed possible solutions to curb tax evasion and illegal 

trade in Tobacco. The report represents a detailed analysis of the collective views and 

speeches of the panelists presented during the roundtable discussion. The roundtable 

focused on multiple dimensions. The experts identified a wide range of core areas, i.e., 

limitations of relevant departments and agencies in dealing with the illicit tobacco trade, 

proposed the right set of instruments/options to implement the laws and provided 

valuable policy recommendations. The profound discussion has built a comprehensive 

analysis and cohesive measures to counter the illici t Tobacco trade in Pakistan.  

Explaining the Illicit Tobacco Trade:   
Illicit tobacco trade refers to any practice related to distributing, selling, or buying 

tobacco products prohibited by law, including local tax evasion (sale of tobacco products 

manufactured in Pakistan without paying applicable taxes), counterfeiting, disguising the 

origin of products, and smuggling. Illicit trade can be undertaken by illicit players who 

are not registered with relevant government agencies and legitimate entities whose 

business operations are contrary to applicable laws and regulations. Illegal trade is made 

up of various activities. In this aspect, smuggling is conducted for one or both of the 
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following reasons. One to ÁÖÏÉÄ ÅØÃÉÓÅ ÔÁØÅÓ ÁÎÄ ÓÅÃÏÎÄ ÔÏ ÅÖÁÄÅ ÒÕÌÅÓ ÐÒÏÈÉÂÉÔÉÎÇ ÔÈÅ ÓÁÌÅ 

ÏÆ ÓÕÃÈ ÇÏÏÄÓȢ 

 

4ÈÅ ÍÁÉÎ ÐÒÏÂÌÅÍ ×ÉÔÈ ÉÌÌÉÃÉÔ ÃÉÇÁÒÅÔÔÅ ÉÓ ÄÕÅ ÔÏ ÌÏÃÁÌ ÔÁØ ÅÖÁÓÉÏÎ ÏÎ ÃÉÇÁÒÅÔÔÅ ÂÒÁÎÄÓȢ 4ÈÅ 

ÒÅÁÓÏÎ ÃÁÎ ÂÅ ÉÎÅÆÆÉÃÉÅÎÃÙ ÏÆ ÔÈÅ ÔÁØ ÁÄÍÉÎÉÓÔÒÁÔÉÏÎ ÁÎÄ ÃÈÅÃË Ǫ ÂÁÌÁÎÃÅ ÍÅÃÈÁÎÉÓÍȢ 

!ÎÏÔÈÅÒ ÁÓÓÏÃÉÁÔÅÄ ÐÒÏÂÌÅÍ ÉÓ ÃÉÇÁÒÅÔÔÅ ÓÍÕÇÇÌÉÎÇȢ  4ÈÅ ÃÏÍÐÌÅØÉÔÙ ÏÆ ÔÈÅ ÓÍÕÇÇÌÉÎÇ 

ÄÅÐÅÎÄÓ ÕÐÏÎ ÔÈÅ ÓÉÚÅ ÔÁÒÇÅÔ ÏÆ ÔÈÅ ÇÒÏÕÐÓ ÉÎÖÏÌÖÅÄ ÁÎÄ ÔÈÅ ÎÁÔÕÒÅ ÏÆ ÔÈÅ ÃÏÍÍÏÄÉÔÙȢ  &ÏÒ 

ÅØÁÍÐÌÅȟ ÓÏÍÅ /ÒÇÁÎÉÓÅÄ #ÒÉÍÅ 'ÒÏÕÐÓ ɉ/#'ÓɊ ×ÉÌÌ ÍÁÎÁÇÅ ÁÌÌ ÁÓÐÅÃÔÓ ÏÆ ÔÈÅ ÐÒÏÄÕÃÔÉÏÎ 

ÐÒÏÃÅÓÓȟ ÆÒÏÍ ÓÏÕÒÃÉÎÇ ÒÁ× ÔÏÂÁÃÃÏ ÐÒÏÄÕÃÔÓ ÔÏ ÄÅÖÅÌÏÐÉÎÇ ÓÐÅÃÉÆÉÃ ÔÏÂÁÃÃÏ ÐÁÃËÁÇÉÎÇ 

ÔÈÁÔ ×ÉÌÌ ÇÅÎÅÒÁÔÅ ÓÕÉÔÁÂÌÅ ÍÁÒËÅÔ ÉÎÔÅÒÅÓÔ ÏÒ ÁÐÐÅÁÒ ÌÅÇÉÔÉÍÁÔÅ ÉÆ ÃÏÕÎÔÅÒÆÅÉÔ ÐÒÏÄÕÃÔȢ 

/ÔÈÅÒ ÎÅÔ×ÏÒËÓ ÃÁÎ ÒÅÌÙ ÏÎ ÔÈÅ ËÅÙ ÆÁÃÉÌÉÔÁÔÏÒÓȟ ÏÆÔÅÎ ÂÁÓÅÄ ÏÖÅÒÓÅÁÓ and ÅÎÇÁÇÅ ×ÉÔÈ 

ÓÍÁÌÌÅÒ ÉÌÌÉÃÉÔ  ÔÏÂÁÃÃÏ ÍÁÎÕÆÁÃÔÕÒÅÒÓ ÔÏ ÓÏÕÒÃÅ ÔÈÅ ÔÏÂÁÃÃÏ ÇÏÏÄÓ ÁÎÄ ÁÓÓÏÃÉÁÔÅÄ 

ÐÁÃËÁÇÉÎÇȢ  -ÏÒÅÏÖÅÒȟ illicit Tobacco trade has cross-cutting implications for 

governments, businesses, law enforcement agencies, healthcare providers, the 

environment and the public. 

Moreover, challenges related to fiscal and health agenda has been compromised by the 

illicit trade. The threats are amid lack of resources for enforcement, spike in counterfeit 

of brands, operations in non-tariff area of Pakistan, growing incidence of Duty not Paid 

(DNP). 
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Repercussions of Illicit Tobacco Trade: A Case Study of 

Pakistan  
0ÁËÉÓÔÁÎ ÉÓ ÉÎ ÔÈÅ ÇÒÉÐ ÏÆ Á ÇÒÏ×ÉÎÇ ÉÌÌÉÃÉÔ ÔÒÁÄÅ ÉÎ ÃÉÇÁÒÅÔÔÅÓȢ 4ÈÅ ÁÖÁÉÌÁÂÉÌÉÔÙ ÏÆ ÃÈÅÁÐȟ 

ÉÌÌÅÇÁÌ ÃÉÇÁÒÅÔÔÅÓ ÁÔÔÒÁÃÔÓ ÃÏÎÓÕÍÅÒÓ ÐÒÉÃÅÄ ÏÕÔ ÏÆ ÔÈÅ ÌÅÇÉÔÉÍÁÔÅ ÍÁÒËÅÔ ÄÕÅ ÔÏ ÒÉÓÉÎÇ 

ÔÁØÅÓ ÁÎÄ ÓÔÁÇÎÁÎÔ ÏÒ ÆÁÌÌÉÎÇ ÉÎÃÏÍÅÓȢ 4ÈÅ ÉÌÌÉÃÉÔ ÃÉÇÁÒÅÔÔÅ ÔÒÁÄÅ ÄÅÐÒÉÖÅÓ ÔÈÅ ÇÏÖÅÒÎÍÅÎÔ 

ÏÆ ÍÕÃÈȤÎÅÅÄÅÄ ÅØÃÉÓÅ ÁÎÄ ÓÁÌÅÓ ÔÁØ ÒÅÖÅÎÕÅÓ ÂÙ ÁÖÏÉÄÉÎÇ ÌÅÇÉÔÉÍÁÔÅ ÃÈÁÎÎÅÌÓȢ -ÏÒÅÏÖÅÒȟ 

ÉÔ ÃÒÅÁÔÅÓ ÁÎ ÕÎ×ÅÌÃÏÍÉÎÇ ÅÎÖÉÒÏÎÍÅÎÔ ÆÏÒ ÔÈÅ ÌÅÇÉÔÉÍÁÔÅ ÃÉÇÁÒÅÔÔÅ ÍÁÎÕÆÁÃÔÕÒÅÒÓ 

ÏÐÅÒÁÔÉÎÇ ÉÎ ÔÈÅ ÃÏÕÎÔÒÙȢ  

 

 !ÃÃÏÒÄÉÎÇ ÔÏ ÔÈÅ /ØÆÏÒÄ %ÃÏÎÏÍÉÃÓ ςπςπ ÒÅÐÏÒÔȟ even before the Covid-19 Pandemic, the 

economic growth rate in Pakistan was slow. From a high of 5.5% in 2018, Gross Domestic 

Product (GDP) grew by 3.3% in real terms in 2019. The growth was forecast to slow by 

2.4% in 2020. Falling tax collection has seen government revenues decline sharply. Illicit 

trade in cigarettes is a particularly pressing problem. In this aspect, various policy levers 

have been utilized to reduce its share of the market, through varying degrees of success. 

However, illegal cigarettes remain a major part of tobacco consumption, with many 

impl ications for the country.  
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The roundtable deliberations highlighted that 

Pakistan is home to growing tobacco leaf and major 

international cigarette manufacturers.  A persistent 

and increasing illicit trade may result in these 

multinational companies questioning the viability 

of their operations in the country (as has been the 

case in other countries suffering from a large and enduring illegal cigarette problem). 

According to the Oxford Economics 2020 data, illegal cigarettes accounted for 37.6% of 

total consumption in Pakistan in March 2020. The total amount of tax evaded by illegal 

cigarettes in Pakistan in 2019-20 from oxford economics report was Rs77.3 billion.   

According to the 2021 report by Ipsos Global, there are five major sectors where the tax 

evasion ratio is high. The sectors include Tea, Tobacco, Tyres & Auto Lubricants, 

Pharmaceutical and Real Estate. 

¶ Tea: Small traders who hold 40-50% market share contribute massively to tax 

evasion. 

¶ Tobacco: Tax evasion is carried out through the illegal activities and has three 

main strands. Each element has its estimation of losses to the national exchequer 

and additional violations of several other laws in the country. The Ipsos Global  

report mentioned that tax evasion due to illegal tobacco trade in Pakistan is a huge 

Rs80 billion annually. Illicit trade in cigarettes comprises close to 40 percent of 

the total cigarette market.1 

 
1 https://www.brecorder.com/news/40096277 
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¶ Prime Minister Imran Khan has also made a statement during a cabinet meeting 

that "98 percent of the tax in the tobacco industry is paid by two companies who 

have 60 percent share in the tobacco industry, while there is nearly no collection 

of tax on the remaining 40 percent market share holders.2 

¶ Tyres & Auto  Lubricants : 65% of all tyres in Pakistan are smuggled. 

¶ Pharmaceutical:  Counterfeit medical drugs and illegally smuggled medicines 

have been the biggest challenge for law-enforcement agencies to combat 

¶ Real Estate: Real estate in Pakistan is where the tax evaded/black money gets 

parked. 

 

The total estimated annual tax evasion in the abovementioned sectors is PKR310 billion. 

If the tax evasion is curtailed, then that amount can add up to 80% of the national 

ÄÅÖÅÌÏÐÍÅÎÔ ÐÒÏÇÒÁÍÓȟ φπϷ ÌÕÃÒÁÔÉÖÅ ÐÒÏÆÉÔ ÔÏ ÔÈÅ ÇÏÖÅÒÎÍÅÎÔȭÓ %ÈÓÁÁÓ ÐÒÏÇÒÁÍȟ 

federal government can easily build Mohmand Dam and provide 80% of safe drinking 

 
2 https://www.brecorder.com/news/40096277 
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water to the population. According to the recent study conducted by Institute for Public 

/ÐÉÎÉÏÎ ÁÎÄ 2ÅÓÅÁÒÃÈ ɉ)0/2Ɋȟ ÔÈÅ ÉÌÌÉÃÉÔ #ÉÇÁÒÅÔÔÅȭÓ ÍÁÒËÅÔ ÓÈÁÒÅ ÁÃÃÏÕÎÔÓ ÆÏÒ ÁÌÍÏÓÔ 

40%.  As per the analysis, more than sixty cigarette brands are selling below the minimum 

price in thirteen districts of Pakistan, violating numerous tax laws. When taken on a 

national level there more than 200 brands are selling below the minimum tax of Rs 42.12.  

4ÈÅ ÃÏÎÄÉÔÉÏÎ ÏÆ 0ÁËÉÓÔÁÎȭÓ ÌÏÃÁÌ ÍÁÒËÅÔÓ ÉÓ ÁÌÓÏ ÖÕÌÎÅÒÁÂÌÅȟ ÖÉÏÌÁÔÉÎÇ ÌÁ×Óȟ ÅÖÁÄÉÎÇ ÔÁØÅÓȟ 

and jeopardizing health.  Only two tobacco companies pay 98 per cent of total tax tobacco 

collection. The remaining 40 per cent of companies pay a meagre two per cent tax. 

 

Regulatory regimes need efficiency and implementation of laws. The fundamental reason 

to confront illicit trade in tobacco products involves its public health impact. Illicit 

cigarettes generally sell for considerably less than their tax-paid equivalents. They inflict 

the greatest harm to the most price-sensitive population group, reducing prices and 

encouraging consumption by, in particular, young people and those with low incomes. 
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This causes huge implications on public welfare. Illicit tobacco trade is not only 

inconsistent with the rule of law but also affects Governance (e.g., through corruption and 

the presence of organized criminal networks). 

Regulations in Pakistan: Crop to Consumer  
The regulation in crop to consumer in seven aspects goes in the lateral manner. It includes 

crops (Pakistan Tobacco Board Ordinance and MLO 487 protect farmers), green leaf 

Threshing Units (GLT documentation and tax), material (filter rods excise, cigarette 

paper import limitations) factory (excise structure, clearance), distribution (compulsory 

tax invoice), retail (health waring, pack retail price, retailer license), and law enforcement 

agencies (fine of tax evasion, stock-machinery seizer, stock destruction).  

Key Regulatory Regimes Governing Tobacco Industry:  

 

As per Pakistan Tobacco Board (PTB) Ordinance 1968, Section 24, there is maximum 

three years of imprisonment and a fine of PKR100, 000 for violating the following laws: 

Å 6ÉÏÌÁÔÉÏÎ ÏÆ ÍÁØÉÍÕÍ ÏÒ ÍÉÎÉÍÕÍ ÐÒÉÃÅÓ ÆÉØÅÄ ÂÙ ÔÈÅ 04" ÁÂÏÕÔ ÓÅÌÌÉÎÇ ÁÎÄ 

ÂÕÙÉÎÇ 4ÏÂÁÃÃÏ ɉ3ÅÃÔÉÏÎ ψɊȢ 
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Å Violation of section 18 of PTB ordinance, 1968 (export of tobacco products and 

seeds without the permission of PTB/Federal Government) 

Å Violation of imposed conditions on transportation, storage, buying and selling of 

tobacco by the exporters.  

Moreover, the Mandate by the Federal Excise Act 2005 of the Federal Board of Revenue, 

Section 19 (2) (d), states that the minimum price per pack is PKR 62.76 inclusive of a 

minimum tax of PKR 42.12. 

a. Health Ordinance by the Minister of National Health Services, 

Regulation and Coordination (NHSRC):  

 

According to the health ordinance 1979, Section 4, No Person shall manufacture, sell or 

possess packets of cigarettes on which the warning is not printed as required. If caught, 

then there will be up to two years of imprisonment and a fine of PKR 100,000. 










