64 |

Chapter 7. Concluding remarks

This study presents the updated quantitative analysis of the value, scope and magnitude of world trade in
counterfeit and pirated products, using the same GTRIC methodology as in the previous (OECD/EUIPO,
2016r1;) and (OECD/EUIPO, 20193)) reports. In 2019 international trade in counterfeit and pirated products
amounted to as much as USD 464 billion. This figure excludes domestically produced and consumed
counterfeit and pirated products, and pirated digital products distributed via the Internet. It represents up
to 2.5% of world trade, compared with estimates of up to 3.3% of world trade in 2016 and 2.5% in 2013.

Given these sustained levels of counterfeit goods traded globally, the intensity of counterfeiting and piracy
continuous to be a great risk, with significant potential for IP theft in a knowledge-based, open and
globalised economy.

The quantitative analysis in this report confirms that fake products can be found in a large and growing
number of industries. This includes common consumer goods (e.g. footwear, handbags, cosmetics and
toys), business-to-business products (e.g. car spare parts and chemicals), IT goods (e.g. phones, chargers
and batteries) and luxury items (e.g. fashion apparel or deluxe watches).

Importantly, many of these goods can pose big health, safety and environmental risks. Fake products such
as dental equipment, pharmaceuticals or baby formulas are continuously being supplied to markets
through multiple channels. Moreover, the degree of consumer deception is still the highest for these
classes of products.

In terms of provenance, counterfeit and pirated goods originate from virtually all economies on all
continents. While the scope of provenance economies is broad, seizure statistics show that most
interceptions originate from a relatively concentrated set of provenance economies. In other words, some
economies tend to dominate the global trade in counterfeit and pirated goods. The highest number of
counterfeit shipments being seized originates from East Asia, with China and Hong Kong (China) ranking
at the top.

We have also examined the complex routes through which counterfeit and pirated goods are traded,
focusing on six main product types, which are particularly vulnerable to counterfeiting. These include such
consumer goods as perfumery and cosmetics, footwear, clothing, jewellery and toys. Significantly,
counterfeit goods in these sectors can often pose serious health and safety risks to unaware users.

The data reveals some general patterns. Overall, China emerges as the key producer of counterfeit goods
in all product categories. Several East Asian economies — including India, Thailand and Malaysia — have
been identified as important producers in some sectors, although their role is much less significant than
China. Finally, Turkey appears to be a relatively important producer, especially for fake leather goods and
cosmetics shipped to the EU.

The estimates indicate that the total trade in fakes destined to the EU amounted to as much as
USD 134 billion (EUR 119 billion) in 2019. This number implies that as much as 5.8% of EU imports were
counterfeit and pirated products. From the EU perspective, China is the major producer of counterfeit and
pirated products across all categories analysed for the EU Common Market.
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The COVID-19 pandemic has affected the trade in fake goods, and in most cases the crisis has aggravated
the existing trends. A key development is the intense misuse of the online environment, as consumers in
countries locked down have turned to online markets to fulfil their needs. This has resulted in massive
growth of the online supply of all sorts of counterfeits. This sharp increase in fakes concerns not only
medicines and PPE but many other goods, including watches, consumer goods and electrical machinery
and electronics (e.g. kitchen appliances).

The quantitative analysis presented in this report is based primarily on a quantitative assessment using
the tailored statistical methodologies developed and drawing on data from a large dataset from customs
seizures of IP-infringing goods. The data refer to the pre-COVID-19 period, as the crisis has significantly
changed the international context, and no final conclusions can be drawn at this stage.

Directions for future work

More in-depth analyses will be crucial for developing efficient enforcement and governance frameworks to
counter the substantial risks posed. This includes (i) examining the health and safety threats posed by
counterfeits and (ii) the economic features of destination economies, including the quantitative relationship
between the intensities of counterfeiting and free trade indices, the quality of governance and public sector
integrity.

Regarding the first point, the current study shows that a large volume of counterfeits can pose serious
health and safety or environmental risks. More evidence is needed on the value of the trade in such
counterfeit goods. Experts must also analyse the changes in the volumes and the composition of these
products, and map key trade routes. Such information could be leveraged by policymakers in awareness
campaigns and would highlight the need take anti-counterfeiting into account when shaping health and
environmental policies, for example.

Secondly, more quantitative research is needed to improve the understanding of factors that shape the
role of destination economies in the trade in counterfeit and pirated goods. More analysis is required to
develop a fuller quantitative picture of the trade in counterfeits at the national level and shed some light on
factors that determine the profiles of destination economies. The analysis could, for example, investigate
the quantitative relationship between the volumes of fakes entering a given economy and its socio-
economic profile, as well as the quality of governance and the integrity of the public sector.

In addition to these two areas discussed above, the analysis presented could be used to help develop a
more effective set of enforcement and governance responses for both transit points and producing
economies. Among the issues to be addressed are the adequacy of penalties, trade-based money
laundering and other factors related to transnational crime. This work could additionally leverage
conclusions formulated in the (OECD, 201813)) report on the dynamic interplay between national IP
regimes, the level of resources devoted to enforcement systems, and the deterrents to counterfeiting.
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