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Executive Summary

Fw99ρ¢w!59 ½hb9{ ϗC¢½{Ϙ are designed to attract trade by suspending the collection 
ƻŦ ŎǳǎǘƻƳǎ ŘǳǘƛŜǎΦ ¢ƘŜǎŜ ƛƴŎŜƴǘƛǾŜǎ ŀǊŜ ŦǊŜǉǳŜƴǘƭȅ ŎƻǳǇƭŜŘ ǿƛǘƘ ŀŘǾŀƴǘŀƎŜǎ ǎǳŎƘ ŀǎ 
simplified customs inspection procedures, liberalised incorporation regimes and physical 





Introduction
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http://oecdobserver.org/news/archivestory.php/aid/3101/Free_zones:_Benefits_and_costs.html
http://oecdobserver.org/news/archivestory.php/aid/3101/Free_zones:_Benefits_and_costs.html
https://www.europarl.europa.eu/doceo/document/A-8-2019-0170_EN.html
https://www.europarl.europa.eu/doceo/document/A-8-2019-0170_EN.html
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¦{Σ ǘƘŜ /ƻƴƎǊŜǎǎƛƻƴŀƭ /ƻƳƳƛǎǎƛƻƴ ƻƴ {ŜŎǳǊƛǘȅ ŀƴŘ /ƻƻǇŜǊŀǘƛƻƴ ƛƴ 9ǳǊƻǇŜΣ ƪƴƻǿƴ ŀǎ ǘƘŜ ¦{ 

https://www.csce.gov/international-impact/events/free-trade-zones
http://www.oecd.org/industry/free-trade-zones-are-being-used-to-traffic-counterfeit-goods.htm
http://www.oecd.org/industry/free-trade-zones-are-being-used-to-traffic-counterfeit-goods.htm
https://www.thenational.ae/business/economy/dubai-free-zones-saw-22-trade-growth-this-year-government-says-1.805246
https://www.thenational.ae/business/economy/dubai-free-zones-saw-22-trade-growth-this-year-government-says-1.805246
https://www.khaleejtimes.com/business/local/More-relief-as-three-UAE-free-zones-are-out-of-VAT-scope
https://www.khaleejtimes.com/business/local/More-relief-as-three-UAE-free-zones-are-out-of-VAT-scope
https://www.policycenter.ma/events/conferences/assessing-free-trade-zone-integrity#.XymbOi2ZORs
https://www.policycenter.ma/events/conferences/assessing-free-trade-zone-integrity#.XymbOi2ZORs
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hōƧŜŎǝǾŜ
The objective of this paper is to identify factors that render an FTZ vulnerable to illicit trade 
and financial crime and propose measures for better detection and prevention.цщ It focuses on 
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criminal risks in any individual FTZ has to be informed by an 

understandiangof the vulnerabilities and typologies of criminal abuse common to the FTZ 
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includiangthe manufacture, transhipment and importation of illicit, counterfeit and contraband 
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Understanding Illicit Trade in FTZs
In interpreting this evidence, a note of caution is in order. It is possible that FTZs are used for 
illicit trade not ďĞĐĂƵƐĞ they are subject to distinct regulation but simply because they are 
ƘƛƎƘπǾƻƭǳƳŜ ƭƻƎƛǎǘƛŎŀƭ ƘǳōǎΦ ¢Ƙƛǎ ƛǎ ŀǘ ƛǘǎ Ƴƻǎǘ ƻōǾƛƻǳǎ ƛƴ {ƛƴƎŀǇƻǊŜΣ ǿƘŜǊŜ Ƴƻǎǘ όƛŦ ƴƻǘ ŀƭƭύ 
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https://www.who.int/fctc/protocol/faq/en/index1.html
http://www.wcoomd.org/en/media/newsroom/2014/october/wco-announces-the-results-of-its-first-global-operation-against-illicit-trade-in-tobacco.aspx
http://www.wcoomd.org/en/media/newsroom/2014/october/wco-announces-the-results-of-its-first-global-operation-against-illicit-trade-in-tobacco.aspx
http://www.wcoomd.org/en/media/newsroom/2016/july/millions-of-cigarettes-seized-during-operation-gryphon-ii.aspx
http://www.wcoomd.org/en/media/newsroom/2016/july/millions-of-cigarettes-seized-during-operation-gryphon-ii.aspx
http://www.wcoomd.org/en/media/newsroom/2016/july/millions-of-cigarettes-seized-during-operation-gryphon-ii.aspx
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Illegal Wildlife Trade

¢ƘŜ ŀǘǘǊŀŎǘƛƻƴ ƻŦ C¢½ǎ ŦƻǊ ǘǊŀŘŜ ƛƴ ŎƻƴǘǊƻƭƭŜŘ ƎƻƻŘǎΣ ǎǳŎƘ ŀǎ ǿƛƭŘƭƛŦŜ ǇǊƻŘǳŎǘǎΣ ƭƛŜǎ ƛƴ ǘƘŜ 

https://en.prothomalo.com/environment/Sri-Lanka-says-illegal-UK-waste-discharged-at
https://www.traffic.org/news/malaysia-makes-massive-vietnam-bound-rhino-horn-seizure/




https://www.dea.gov/press-releases/2016/05/05/top-international-drug-money-launderer-arrested-colombia
https://www.dea.gov/press-releases/2016/05/05/top-international-drug-money-launderer-arrested-colombia
https://www.insightcrime.org/news/analysis/us-panama-nidal-waked/
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Box 3: Mispricing of Services

²ƘƛƭŜ ¢.a[ ǘȅǇƻƭƻƎƛŜǎ ŦƻŎǳǎ ƻƴ ǘŀƴƎƛōƭŜ ƎƻƻŘǎΣ ƛƴǘŀƴƎƛōƭŜ ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ Ŏŀƴ ŀƭǎƻ ōŜ ƳƛǎǇǊƛŎŜŘ 
ŀƴŘ ǘƘǳǎ ǳǎŜŘ ŀǎ ŀ ǇǊŜǘŜȄǘ ŦƻǊ ƳƻǾƛƴƎ ŦǳƴŘǎΦϝ ¢Ƙƛǎ ƛǎ ŀ ǇŜǊǎƛǎǘŜƴǘ ŎƻƴŎŜǊƴ ƛƴ ǘƘŜ ŀǊŜŀ ƻŦ ǘǊŀƴǎŦŜǊ 
ǇǊƛŎƛƴƎΣ ƴŀƳŜƭȅ ǘƘŜ ŘŜǘŜǊƳƛƴŀǝƻƴ ƻŦ ŦŀƛǊ ǇǊƛŎŜ ƛƴ ǊŜƭŀǘŜŘπǇŀǊǘȅ ǘǊŀƴǎŀŎǝƻƴǎΦ ²ƘƛƭŜ ľŦŜǊ 
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https://www.un.org/sc/ctc/wp-content/uploads/2016/12/2016-12-12-Session-II-1130-1300-Philippe-de-Koster-CTIF-FI.pdf
https://www.un.org/sc/ctc/wp-content/uploads/2016/12/2016-12-12-Session-II-1130-1300-Philippe-de-Koster-CTIF-FI.pdf


https://www.justice.gov/nsd/files/export_case_list_june_2016_2.pdf/download
https://www.justice.gov/nsd/files/export_case_list_june_2016_2.pdf/download
https://www.federalregister.gov/documents/2020/08/24/2020-18527/notice-of-ofac-sanctions-actions
https://www.federalregister.gov/documents/2020/08/24/2020-18527/notice-of-ofac-sanctions-actions
https://longreads.com/2018/05/29/tax-free-storage-wars/
https://longreads.com/2018/05/29/tax-free-storage-wars/
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Understanding Financial Crime in FTZs
In order to counteract FTZ-related financial crime vulnerabilities, countries need to understand 
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II. Understanding Risk Factors 
in FTZs

Nhb9 hC ¢I9 evidence provided above suggests that all FTZs lack integrity or fall victim 
to systematic abuse. Although the FTZ model has certain specific vulnerabilities, a 
generic approach that regards all FTZs as high risk does little to improve global standards 

ƻǊ ǇǊƛƻǊƛǘƛǎŜ ƎŜƴǳƛƴŜƭȅ ƘƛƎƘπǊƛǎƪ ȊƻƴŜǎΦ {ǘŀƴŘŀǊŘǎ Ŏŀƴ ǾŀǊȅ ŎƻƴǎƛŘŜǊŀōƭȅ ŀŎǊƻǎǎ ȊƻƴŜǎ ǿƛǘƘƛƴ ŀ 
single country.

.ŀǎŜŘ ƻƴ ǘƘŜ ƻǾŜǊǾƛŜǿ ƻŦ C¢½πǊŜƭŀǘŜŘ ŎǊƛƳƛƴŀƭ Ǌƛǎƪǎ ǇǊƻǾƛŘŜŘ ƛƴ /ƘŀǇǘŜǊ LΣ ǘƘƛǎ ŎƘŀǇǘŜǊ ƛŘŜƴǘƛŦƛŜǎ 
ǎŜǾŜǊŀƭ ŎŀǘŜƎƻǊƛŜǎ ƻŦ Ǌƛǎƪ ŦŀŎǘƻǊǎ ǘƘŀǘ ŘŜǘŜǊƳƛƴŜ ŀƴ C¢½Ωǎ ǾǳƭƴŜǊŀōƛƭƛǘȅ ǘƻ ŎǊƛƳŜΦ ¢ƘŜǎŜ ƛƴŎƭǳŘŜΥ 
Ƙƻǎǘ ŎƻǳƴǘǊƛŜǎΩ ƭƛƳƛǘŜŘ ƛƴŎŜƴǘƛǾŜǎ ǘƻ ǇƻƭƛŎŜ C¢½ǎΣ ŜǎǇŜŎƛŀƭƭȅ ƛƴǎƻŦŀǊ ŀǎ ǘǊŀƴǎƛǘ ƻŦ ƎƻƻŘǎ ƛǎ 
ŎƻƴŎŜǊƴŜŘΤ ŎƻǳƴǘǊȅπƭŜǾŜƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΤ ŀƴŘ C¢½πƭŜǾŜƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΦ ¢Ƙƛǎ ƛǎ ǎǳƳƳŀǊƛǎŜŘ ƛƴ CƛƎǳǊŜ мΦ

Figure 1: CŀŎǘƻǊǎ ǘƘŀǘ 5ŜǘŜǊƳƛƴŜ ŀƴ C¢½Ωǎ wƛǎƪ tǊƻŬƭŜ
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https://www.statista.com/topics/5837/container-port-industry-in-singapore/
https://www.csc.gov.sg/articles/connecting-to-the-world-singapore-as-a-hub-port
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taken place.

https://enactafrica.org/enact-observer/can-a-new-free-trade-zone-remedy-tunisias-informal-economy
https://enactafrica.org/enact-observer/can-a-new-free-trade-zone-remedy-tunisias-informal-economy
https://www.moroccoworldnews.com/2020/04/300414/el-espanol-morocco-exploits-covid-19-to-cut-off-ceuta-melilla/
https://www.moroccoworldnews.com/2020/04/300414/el-espanol-morocco-exploits-covid-19-to-cut-off-ceuta-melilla/




https://intendencia.gob.pa/index.php/mision-y-vision/
https://www.prensa.com/impresa/economia/crearan-registro-de-beneficiarios-finales/
https://www.prensa.com/impresa/economia/crearan-registro-de-beneficiarios-finales/
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https://sso.agc.gov.sg/Act/PSPMPMLTFA2019


https://www.customs.gov.sg/businesses/valuation-duties-taxes-fees/duties-and-dutiable-goods/list-of-dutiable-goods
https://www.customs.gov.sg/businesses/valuation-duties-taxes-fees/duties-and-dutiable-goods/list-of-dutiable-goods
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https://www.customs.gov.sg/businesses/exporting-goods/export-procedures/depositing-goods-in-ftz
https://www.customs.gov.sg/businesses/exporting-goods/export-procedures/depositing-goods-in-ftz
https://deliverchange.economist.com/wp-content/uploads/2019/11/EIU-Global-Illicit-Trade-Environment-Index-2018-FTZ-June-6-FINAL.pdf
https://deliverchange.economist.com/wp-content/uploads/2019/11/EIU-Global-Illicit-Trade-Environment-Index-2018-FTZ-June-6-FINAL.pdf
https://deliverchange.economist.com/wp-content/uploads/2019/11/EIU-Global-Illicit-Trade-Environment-Index-2018-FTZ-June-6-FINAL.pdf
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https://egmontgroup.org/en/content/financial-intelligence-units-fius
https://egmontgroup.org/en/content/financial-intelligence-units-fius


III. Addressing Criminal Risks in 
FTZs

TIL{ /I!t¢9w 5L{/¦{{9{ opportunities for strengthening the response to criminal risks in 

https://www.who.int/fctc/protocol/faq/en/index1.html
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FTZ Integrity Initiatives

There are several international initiatives in place aimed at improving FTZ integrity. With 
mixed incentives on the part of individual states, international pressure to implement such 
ǎǘŀƴŘŀǊŘǎ ƛǎ ŜǎǎŜƴǘƛŀƭΥ

•	

http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/frameworks-of-standards/safe_package.aspx
http://www.wcoomd.org/en/topics/facilitation/instrument-and-tools/frameworks-of-standards/safe_package.aspx
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http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/instruments-and-tools/tools/safe-package/wco-table-intention-to-implement-the-fos.pdf?la=en
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/instruments-and-tools/tools/safe-package/wco-table-intention-to-implement-the-fos.pdf?la=en
http://www.wcoomd.org/-/media/wco/public/global/pdf/topics/facilitation/instruments-and-tools/tools/safe-package/wco-table-intention-to-implement-the-fos.pdf?la=en
http://www2.aladi.org/sitioaladi/documentos/facilitacioncomercio/aeo-compendium2018.pdf
http://www2.aladi.org/sitioaladi/documentos/facilitacioncomercio/aeo-compendium2018.pdf
http://www.fatf-gafi.org/countries/a-c/bahamas/documents/increased-monitoring-june-2020.html
http://www.fatf-gafi.org/countries/a-c/bahamas/documents/increased-monitoring-june-2020.html
https://panama.tupista.org/en/home/


https://ec.europa.eu/taxation_customs/sites/taxation/files/eu_list_update_18_02_2020_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/eu_list_update_18_02_2020_en.pdf
http://www.fatf-gafi.org/publications/high-risk-and-other-monitored-jurisdictions/documents/call-for-action-june-2020.html
http://www.fatf-gafi.org/publications/high-risk-and-other-monitored-jurisdictions/documents/call-for-action-june-2020.html
http://www.fatf-gafi.org/publications/high-risk-and-other-monitored-jurisdictions/documents/call-for-action-june-2020.html
https://ec.europa.eu/trade/policy/countries-and-regions/countries/morocco/index_en.htm
https://ec.europa.eu/trade/policy/countries-and-regions/countries/morocco/index_en.htm


https://oxfordbusinessgroup.com/overview/new-landscape-finance-law-2020-has-brought-significant-changes-tax-rates-and-exemptions-variety
https://oxfordbusinessgroup.com/overview/new-landscape-finance-law-2020-has-brought-significant-changes-tax-rates-and-exemptions-variety
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https://legalinstruments.oecd.org/en/instruments/OECD-LEGAL-0454
https://legalinstruments.oecd.org/en/instruments/OECD-LEGAL-0454
https://www.lexology.com/library/detail.aspx?g=ac75cbe3-34ef-46d0-953a-1effc7bbcf2b
https://www.lexology.com/library/detail.aspx?g=ac75cbe3-34ef-46d0-953a-1effc7bbcf2b
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In Singapore, similar information portals have the potential to streamline information sharing but 
ŀǊŜ ȅŜǘ ǘƻ ōŜ Ŧǳƭƭȅ ǊŜŀƭƛǎŜŘΦ ¢ƘŜ ŜƭŜŎǘǊƻƴƛŎ ǇƭŀǘŦƻǊƳ ǳǎŜŘ ōȅ ŎǳǎǘƻƳǎ ŦƻǊ ŘŜŎƭŀǊŀǘƛƻƴǎΣ ¢ǊŀŘŜbŜǘΣ 

https://www.customs.gov.sg/news-and-media/media-releases/2019-09-05-Media-Release.pdf
https://www.customs.gov.sg/news-and-media/media-releases/2019-09-05-Media-Release.pdf
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ŎƻƳƳǳƴƛŎŀǘƛƻƴǎ ǿƛǘƘ ǘƘŜ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ƛŦ ǘƘŜȅ ŦŜŜƭ ǘƘŀǘ ŀŎǘƛǾƛǘƛŜǎ ǿƛǘƘƛƴ ǘƘŜ ȊƻƴŜ ǊŜŦƭŜŎǘ ǇƻƻǊƭȅ 
ƻƴ {ƛƴƎŀǇƻǊŜΩǎ ǊŜǇǳǘŀǘƛƻƴ ƻǊ ƧŜƻǇŀǊŘƛǎŜ ƛǘǎ ǎŜŎǳǊƛǘȅΦцэш

Lƴ ǘƘŜ ¦!9Σ C¢½ ŀŘƳƛƴƛǎǘǊŀǘƻǊǎ ŀǊŜ ƭƛƪŜǿƛǎŜ ŎƻƴǎǘƛǘǳǘŜŘ ōȅ ǊŜǎǇŜŎǘƛǾŜ ƎƻǾŜǊƴƳŜƴǘǎΦцэщ The 
presence of multiple FTZs in the countryцэъ creates incentives for competition among FTZs, 
ǿƘƛŎƘ Ƙŀǎ ǳƴǘƛƭ ǊŜŎŜƴǘƭȅ ǿƘƻƭƭȅ ŎƻƴǎƛǎǘŜŘ ƻŦ ƎŜƴŜǊŀǘƛƴƎ ǊŜǾŜƴǳŜΣ ōǳǘ ƛǎ ƴƻǿ ǘŜƳǇŜǊŜŘ ōȅ ǘƘŜ 
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Conclusions and 
Recommendations

A{{9{{LbD /wLaLb![ wL{Y{ of FTZs is similar to evaluating the criminal profile of a city 
neighbourhood. Almost all depends on the neighbourhood. The only characteristic that 
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мфΦ	 !a[κ/¢C ǎǳǇŜǊǾƛǎƻǊǎ ǎƘƻǳƭŘ ŜƴǎǳǊŜ ǘƘŀǘ ǘƘŜƛǊ ǎǳǇŜǊǾƛǎƻǊȅ ŀŎǘƛǾƛǘȅ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ C¢½π
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