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Illicit trade remains one of the most 

significant threats to South Africa's 

economic stability, governance, and global 

reputation. Despite its position as Africa's 

most industrialized economy and a leading 

member of global forums such as the G20 

and BRICS, South Africa continues to 

grapple with the pervasive effects of illicit 

activities across sectors, including alcohol, 

tobacco, foodstuffs, agrichemicals, 

pharmaceuticals, counterfeiting, mining, 

and wildlife trafficking. These illegal 

activities undermine legitimate businesses, 

deplete tax revenues, undermine 

international trade and exacerbate social 

and economic inequalities. 

Building on the findings of TRACIT’s 2023 

report, "Organized Crime, Corruption and 

Illicit Trade: Spotlight on South Africa"1 this 

study reviews the state of illicit trade in 

the country and evaluates South Africa’s 

performance using findings from the 

TRACIT 2025 Illicit Trade Index—a data-

driven framework assessing structural, 

institutional, and sectoral resilience to 

illicit trade across 158 countries.2 The 

original report underscored the structural 

challenges that allow illicit trade to 

flourish—corruption, unemployment, 

weak regulatory enforcement, and 

organized crime—and presented strategic 

recommendations to address these 

vulnerabilities.  

 

This follow-up study updates the situation 

and dynamics in South Africa, with the aim 

of supporting the South African 

government and leaders responsible for 

improving trade and development and 

mitigating crime and corruption. In 

particular, the findings and 

recommendations will enable the 

government’s policy makers to identify 

areas requiring renewed focus and 

innovation: 

• Evaluate Progress: Assess the 

implementation and impact of 

governmental policies, enforcement 

measures, and international 

cooperation initiatives over the past 

year. 

• Analyze Trends: Examine year-on-year 

comparative data on structural 

indicators to highlight shifts in 

governance quality, tax compliance, 

enforcement and economic indicators, 

shedding light on both achievements 

and persisting challenges. 

• Address Structural Obstacles: Explore 

the systemic barriers—such as capacity 

constraints and corruption—that 

continue to hinder progress in 

combating illicit trade. 

 

  

I. INTRODUCTION 

https://www.tracit.org/uploads/1/0/2/2/102238034/tracit_southafrica_feb2023.pdf
https://www.tracit.org/uploads/1/0/2/2/102238034/tracit_southafrica_feb2023.pdf
https://www.tracit.org/illicit-trade-index.html
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By reviewing progress made and obstacles 

that remain, this report provides South 

African authorities and their partners with 

a practical tool to refine and strengthen 

efforts against illicit trade. Tackling these 

issues is not only essential for economic 

recovery and growth but also for 

reinforcing public trust and upholding 

South Africa’s position as a regional leader 

in economic and regulatory governance. 

According to the TRACIT 2025 Illicit Trade 

Index, South Africa ranks 60th globally out 

of 158 countries and 4th in the Africa 

region, with an overall score of 52.4 out of 

100. The country demonstrates strong 

performance in Trade, Customs, and 

Borders (score: 79.6), reflecting improved 

cross-border enforcement and customs 

capacity. However, it performs significantly 

lower in other areas—particularly Supply 

Chain Intermediaries (21.6), Criminal 

Enablers (48.4), and Sectoral Illicit 

Trade (31.6). These mixed results highlight 

the uneven nature of South Africa’s 

institutional resilience and underscore the 

need for targeted reforms to address 

persistent vulnerabilities in key sectors and 

enforcement mechanisms. 

This section is organized into the six key 

categories featured in the TRACIT 2025 

Illicit Trade Index, each representing a 

crucial dimension of South Africa's ability 

to mitigate illicit trade. These categories 

are a framework for analyzing the 

multifaceted nature of illicit activities, the 

structural and operational challenges they  

 

 

 

 

pose, and the potential pathways to 

address them effectively.  

1. Taxation and Economic 

Environment 

2. Regulatory Framework and 

Enforcement 

3. Criminal Enablers of Illicit Trade 

4. Trade, Customs, and Borders 

5. Supply Chain Intermediaries  

6. Sectoral Illicit Trade 

  

II. REVIEW OF STRUCTURAL CAPACITIES 

https://www.tracit.org/illicit-trade-index.html
https://www.tracit.org/illicit-trade-index.html
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T a x a t i o n  a n d  E c o n o m i c  
E n v i r o n m e n t  

Economic conditions play a pivotal role in 

shaping the landscape of illicit trade. High 

inflation, a sprawling informal economy, 

and limited resource mobilization 

(resulting from tax collection leakages) 

create fertile ground for illicit activities to 

flourish. Conversely, improvements in 

these areas can reduce incentives for 

illegal products, strengthen regulatory 

control, and bolster enforcement efforts. 

This section examines South Africa's 

recent economic developments—lower 

inflation, a shrinking informal economy, 

and increased tax compliance—and the 

associated implications for combating illicit 

trade. It also evaluates the impact of 

stable but relatively low credit ratings, 

highlighting the challenges of limited fiscal 

resources and the critical need for 

sustained international cooperation and 

innovative solutions. 

Inflation: The decrease in inflation from 

6% in 2023 to 2.9%3 in 2024 has provided 

consumers with some economic relief, 

potentially reducing the financial pressures 

that drive demand for cheaper, illicit 

goods. When inflation is high—and buying 

power is low—consumers are inclined to 

cut costs by turning to informal markets or 

counterfeit products. Lower inflation rates 

can thus indirectly support anti-illicit trade 

efforts by lessening the incentive for 

consumers to buy illegal or counterfeit 

goods. 

Informal Economy: South Africa’s informal 

economy employs approximately 7.5 

million people, compared to 9.8 million in 

the formal sector, and has grown at an 

annual rate of 6.7%, outpacing the 

stagnant formal economy. 4,5 While 

informality supports livelihoods, it also 

poses challenges such as reduced tax 

revenues, consumer safety risks, and the 

proliferation of illicit trade. The prevalence 

of 150,000 unregulated spaza shops is a 

good example. To address this, the 

government has mandated their 

registration, deployed multi-disciplinary 

enforcement teams, and introduced 

a R500 million fund to support small 

businesses and encourage formalization. 

Since President Ramaphosa’s directive on 

15 November 2024, inspections have 

confiscated unsafe products, closed non-

compliant businesses, and highlighted 

public health risks, including fatalities from 

expired food sold by unregulated shops.6 

These efforts have proven successful, 

prompting spaza shops to improve 

compliance and avoid non-compliant 

products, disrupting the illicit trade supply 

chain. Further formalizing this sector is 

vital for reducing outlets for illicit trade, 

improving safety, and increasing tax 

revenues. 

Tax Revenue:  
While tax revenue as a percentage of GDP 

rose from 24.8% in 2022 to 25.1% in 2023, 

collection remains a persistent challenge 

for the South African government.7 Just 

2.6% of the population contributes 76.2% 

of personal income tax, and 0.1% of 

companies pay 72.3% of corporate tax, 

limiting fiscal flexibility. Without 

addressing barriers to economic growth 

and job creation, tax revenues will 

continue to be absorbed by essential 

priorities, leaving anti-illicit trade 

enforcement underfunded. While higher 

tax revenue enables greater investment in 

enforcement and regulatory efforts, the 
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current imbalance in tax contributions 

constrains the government’s ability to 

sustain such initiatives. Expanding the tax 

base and fostering economic growth are 

critical to ensuring long-term funding for 

anti-illicit trade measures. 

Credit Ratings: The ratings from S&P 

Global, Fitch Ratings, and Moody's show 

no change from 2023 to 2024, with all 

three agencies maintaining their ratings at 

similar levels across both years: 

• S&P Global: BB- (Foreign), BB (Local) 
• Fitch Ratings: BB- 
• Moody's: Ba2 

 

This stability signals that the country’s 

creditworthiness is viewed as stable for 

both foreign and local obligations, though 

low ratings (BB- and Ba2) highlight ongoing 

economic vulnerabilities, which can create 

opportunities for illicit supply and demand. 

Countries with lower credit ratings may 

face fiscal pressures, which can strain 

government resources and limit funding 

for enforcement and regulatory functions 

critical to combating illicit trade. 

Moreover, even the perception of risk and 

instability associated with lower ratings 

can deter legitimate foreign investment, 

potentially giving illicit actors more room 

to operate in sectors where regulatory 

oversight is weakened due to constrained 

enforcement resources. 

In this environment where fiscal flexibility 

is low, government agencies focused on 

combating illicit trade need to rely more 

heavily on international partnerships, 

capacity-building and track and trace 

technological solutions to sustain 

enforcement efforts. 

R e g u l a t o r y  F r a m e w o r k  a n d  
E n f o r c e m e n t  

A robust regulatory framework and 

effective enforcement are cornerstones in 

the fight against illicit trade. South Africa 

has demonstrated a strong commitment 

to international norms by adhering to key 

treaties aimed at combating illegal 

activities across borders. However, 

translating these commitments into 

tangible results requires addressing 

persistent weaknesses in governance, 

coordination, and institutional capacity. 

This section examines South Africa's 

regulatory and enforcement landscape, 

highlighting its strengths as well as areas 

needing improvement, including 

governance quality and institutional 

effectiveness.  

Additionally, the challenges posed by 

South Africa's inclusion on the Financial 

Action Task Force (FATF) Grey List and 

staffing deficiencies in law enforcement 

agencies such as the National Prosecuting 

Authority (NPA) and the South African 

Police Service (SAPS) amplify the urgency 

for stronger political will, enhanced 

resource allocation, and improved inter-

agency coordination to combat the 

growing influence of organized crime and 

corruption. 

Adherence to Illicit Trade-Related Treaties:  

From an international standpoint, South 

Africa has demonstrated a commendable 

commitment by ratifying ten of the most 

Agency 2023 2024 Change Stability 

S&P Global BB- (Foreign), 

BB (Local) 

BB- (Foreign), 

BB (Local) 

No change Stable 

Fitch Ratings BB- BB- No change Stable 

Moody’s Ba2 Ba2 No change Stable 
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critical treaties aimed at combating illicit 

trade.8 These agreements provide 

foundational tools to reduce illicit trade by 

fostering global cooperation, aligning 

national legal frameworks with 

international standards, and enhancing 

enforcement mechanisms. By participating 

in these treaties, South Africa strengthens 

its ability to address cross-border illicit 

activities, share information, and 

collaborate more effectively in the fight 

against organized crime and illegal 

markets. However, while South Africa has 

signed the Protocol to Eliminate Illicit 

Trade in Tobacco Products, it has not yet 

ratified it. This limits the country’s ability 

to fully address the illicit tobacco trade. 

Ratification would further align South 

Africa with international efforts and 

bolster its capacity to combat this 

significant sector of illicit trade. To become 

effective, however, the commitments and 

alignment to global efforts need to 

translate into practical implementation 

and enforcement actions and practices. 

Government Efforts and Initiatives: Over 

the past year, the South African 

government has intensified its efforts to 

combat illicit trade through increased 

enforcement actions and the 

implementation of various policy 

measures aimed at curbing illegal 

activities. For example, the Border 

Management Authority (BMA), formally 

established in April 2023, has already 

demonstrated operational successes. It 

has successfully intercepted over 281,000 

people attempting to enter the country 

unlawfully, and it seized substantial 

quantities of illegal goods, including 

counterfeit cigarettes, alcohol, clothing, 

foodstuffs and non-compliant agricultural 

products. 

Regulatory Framework Strengths and 

Weaknesses: South Africa’s regulatory 

framework includes policies designed to 

combat illicit trade. However, persistent 

governance challenges raise concerns 

about the government’s capacity to 

effectively address these issues. This 

situation is underscored by the World 

Bank's Worldwide Governance Indicators 

(WGI) (see table below), which illustrate a 

troubling decline in both Regulatory 

Quality and Government Effectiveness over 

the past decade. The Regulatory 

Quality9 score, though stable at -0.2 from 

2022 to 2023, has steadily declined over 

the past decade from a high of 0.2 in 

2014-2015. Similarly, the Government 

Effectiveness10 score dropped from -0.1 in 

2022 to -0.3 in 2023, signaling an 

acceleration in the erosion of public sector 

performance. 

This downward trend in regulatory quality 

and government effectiveness raises 

serious concerns about South Africa’s 

ability to develop and enforce policies that 

 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

Regulatory 

Quality 
0.2 0.2 0.1 0.1 0.0 0.0 0.0 -0.1 -0.2 -0.2 

Government 

Effectiveness 
0.2 0.1 0.1 0.1 0.1 0.1 0.0 -0.1 -0.1 -0.3 

World Bank's Worldwide Governance Indicators  
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effectively combat illicit trade. Weak 

regulations—primarily due to inadequate 

enforcement—allow illicit and counterfeit 

goods to thrive, creating vulnerabilities for 

criminal exploitation, eroding trust among 

legitimate businesses, deterring 

investment, and undermining overall 

economic stability. 

Addressing these challenges requires a 

strategic and evidence-based 

approach. One critical step is ensuring that 

all policy proposals are accompanied by 

comprehensive Socio-Economic Impact 

Assessments (SEIAs) before they are 

enacted into law. Over the past decade, 

the inconsistent application of SEIAs has 

contributed to regulatory inefficiencies, 

highlighting the need for a more 

systematic and coordinated approach to 

policy development. Strengthening the 

SEIA process will support better regulatory 

outcomes by identifying potential 

challenges, aligning policies with economic 

and social realities, and ensuring they 

effectively address the complexities of 

illicit trade.  

FATF Grey List: South Africa’s inclusion on 

the Financial Action Task Force (FATF) 

Grey List in February 2023 highlights 

persistent deficiencies in combating 

money laundering and terrorist financing, 

undermining confidence in the country’s 

financial systems. Robust anti-money 

laundering (AML) and counter-terrorism 

financing (CTF) frameworks are essential 

to disrupt the financial channels sustaining 

illicit trade networks. Grey List status not 

only increases scrutiny of South Africa’s 

financial transactions but also deters 

foreign investment and raises the cost of 

doing business. 

As of October 2024, the FATF Plenary 

reported that 16 of the 22 items in South 

Africa’s Action Plan are now largely or fully 

addressed, with nine upgrades in the latest 

review. Key achievements include 

enhanced risk-based supervision, 

improved AML/CFT capacity, increased 

asset seizures, and stronger 

implementation of financial sanctions. 

However, six critical action items remain, 

including sustained increases in 

prosecuting complex money laundering 

and terrorism financing cases, and 

ensuring timely access to accurate 

beneficial ownership information for 

companies and trusts. National Treasury 

acknowledges the difficulty of addressing 

these by the February 2025 deadline but 

stresses their importance for delisting.11 

While other African nations like Botswana, 

Mauritius, Morocco, and Zimbabwe have 

exited the Grey List, South Africa’s 

continued inclusion underscores the need 

for further progress. As a leading financial 

hub in Africa, addressing these deficiencies 

is crucial for maintaining regional and 

global economic credibility. 

NPA Vacancies: Progress and Challenges 

The National Prosecuting Authority (NPA) 

has made strides in staffing, recruiting 

over 1,000 employees in the past five 

years.12  However, substantial vacancies 

persist, with an overall rate of 

approximately 16%. Critical shortages 

impact key units responsible for combating 

illicit trade, including the Asset Forfeiture 

Unit (AFU) (23%), Specialized Commercial 

Crime Unit (SCCU) (15%), and Office for 

Witness Protection (32%).13 Budget 
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constraints have further exacerbated 

these challenges. In 2023, the NPA  

experienced negative personnel growth, 

ending the financial year with 168 fewer 

employees than the previous year due to 

limitations in the allocated compensation 

budget. These constraints hinder the 

NPA’s ability to fully staff specialized units, 

which are crucial in addressing complex 

fraud, corruption, and asset recovery. 14 

Despite these challenges, there have been 

positive developments. The Investigating 

Directorate (ID) has expanded significantly, 

growing from 35 posts in 2019 to 133 by 

2024. Similarly, the SCCU improved its 

vacancy rate from 17% to 15% between 

April 2023 – March 2024. Strengthening 

these units is essential to dismantling 

criminal networks, recovering illicit assets, 

and upholding the rule of law in the fight 

against organized crime and corruption. 

SARS Constrained Resources: The South 

African Revenue Service (SARS) plays a 

critical role in combating illicit trade 

through enforcement actions targeting 

smuggling, tax evasion, and under-

declared goods. However, limited 

resources remain a significant challenge, 

as frequently highlighted by SARS 

Commissioner Kieswetter.15 

SARS’s budget increased from R12.8 billion 

in 2022/23 to R13.5 billion in 2023/24 but 

was reduced to R13.3 billion in 2024/25 

due to fiscal cuts. Additional funding of 

R500 million annually over the 2023 MTEF 

and R1 billion in the 2023 adjustments 

budget addressed critical gaps. Another R1 

billion per year is allocated for 2024/25 

and 2025/26, subject to conditions.16 

On 1 April 2025, the Minister of Finance 

announced a further R7.5 billion in funding 

over the next MTEF period, aimed at 

bolstering SARS’s enforcement and 

modernization efforts. In line with this 

mandate, SARS has committed to 

intensifying its actions against the illicit 

economy, including illicit cigarettes, trade-

based money laundering, second-hand 

gold, crypto-related crimes, and customs 

fraud such as mispricing and 

undervaluation. It will also accelerate the 

modernization of its tax and customs 

systems to improve detection, risk 

profiling, and operational efficiency.17 

Despite these limitations, SARS has 

achieved successes in targeting illicit trade. 

Recent operations have led to significant 

seizures of illegal goods, including 

counterfeit cigarettes and under-declared 

alcohol. However, the agency’s efforts are 

hampered by the lack of comprehensive 

resources to sustain and expand these 

initiatives. Strengthening SARS’s budgetary 

support is critical not only to combat illicit 

trade effectively but also to restore public 

trust in the government’s commitment to 

addressing these economic threats. 

Without adequate resources, SARS’s 

efforts to disrupt illicit trade and improve 

Asset Forfeiture Unit (AFU), NPA Annual Report 2023/24 
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compliance risk remain limited in scope 

and impact. 

C r i m i n a l  E n a b l e r s  o f  I l l i c i t  
T r a d e  

The persistence and growth of illicit trade 

in South Africa are fueled by systemic 

enablers that undermine enforcement and 

foster an environment conducive to illegal 

activities. Organized crime, corruption, 

and structural weaknesses remain key 

drivers, with the lingering impacts of the 

COVID-19 pandemic compounding the 

challenges. 

President Ramaphosa highlighted the 

gravity of the issue during the 2023 State 

of the Nation Address: “South Africa’s 

crime problem is at the root of the 

government’s drive for inclusive growth in 

an effort to address the causal factors of 

poverty, unemployment, and inequality”. 

18 The economic cost of crime, estimated 

at nearly 10% of GDP annually, 

underscores its destructive impact. 

According to the World Bank, this equates 

to a significant "tax" on the economy, 

distorting resource allocation, constraining 

growth potential, and exacerbating 

inequality. Crime also discourages foreign 

investment and undermines fiscal 

sustainability.19 

Public trust in law enforcement is eroded 

by corruption and inefficiencies, as 

evidenced by the growing reliance on 

private security, which now far 

outnumbers police personnel. 

Infrastructure theft, such as the looting of 

railways and copper cables, disrupts trade 

and diverts public funds from 

development projects. High 

unemployment and inequality also fuel 

recruitment into criminal networks, 

making crime both a symptom and driver 

of South Africa's challenges. 20 

Persistent Influence of Organized Crime in 

South Africa: Organized crime has 

escalated significantly over the past 

decade, deeply embedding itself within 

the country’s socio-economic fabric.21 This 

growing threat is reflected in South 

Africa's Global Organized Crime Index 

score, which rose from 6.63 in 2021 to 

7.18 in 2023. 22 The higher score signals a 

worsening condition, showcasing the 

expanding reach, sophistication, and 

entrenchment of criminal networks. These 

networks exploit institutional weaknesses, 

enabling a wide range of illicit activities 

that distort markets, disrupt legitimate 

businesses, and undermine the broader 

economy. Where organized crime is able 

to foster corruption within the police and 

judicial systems, enforcement efforts and 

public trust are undermined. Criminal 

networks thrive on the declining capacity 

of law enforcement and justice 

institutions, leveraging these 

vulnerabilities to operate with impunity. 

Beyond its direct impact, organized crime 

facilitates other illegal activities such as 

drug trafficking, smuggling, and tax 

evasion, further exacerbating economic 

instability. 

Corruption: Corruption remains a 

pervasive issue that facilitates illicit trade, 

with South Africa's score dropping from 43 

in 2022 to 41 in 2023 in Transparency 

International's (TI) Corruption Perception 

Index. High-profile cases of collusion 

between law enforcement and criminal 

organizations undermine efforts to combat 

illegal activities. The persistence of 
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corruption within customs, police, and 

other enforcement agencies continues to 

pose significant challenges, as it not only 

hampers the effectiveness of law 

enforcement but also erodes public trust 

in the authorities' ability to tackle crime 

effectively. 

Lingering Effects of the COVID-19 

Pandemic: The COVID-19 pandemic has 

had lasting effects on illicit trade in South 

Africa. Government-imposed restrictions, 

including complete bans on products like 

alcohol and tobacco, created significant 

shortages and disrupted legal markets. 

These measures inadvertently provided 

opportunities for criminal networks to 

exploit, leading to a surge in illicit trade 

during the early stages of the pandemic.23 

Criminal organizations consolidated their 

operations and expanded their market 

share, capitalizing on reduced law 

enforcement oversight and increased 

consumer demand for illicit and 

counterfeit goods. These networks 

adapted quickly, leveraging smuggling 

routes and informal markets to meet the 

demand for banned or restricted products, 

further entrenching their influence in the 

economy. The long-term consequences of 

these shifts are still being felt. Law 

enforcement agencies continue to face 

challenges in reclaiming markets lost to 

criminal networks, which have become 

more sophisticated and resilient. The 

pandemic highlighted systemic 

weaknesses in enforcement and 

regulatory frameworks, emphasizing the 

urgent need for stronger measures to 

counter illicit trade and prevent similar 

outcomes in future crises.  

T r a d e ,  C u s t o m s ,  a n d  B o r d e r s  

Efficient trade, customs, and border 

management are crucial for curbing illicit 

trade. However, South Africa faces 

significant vulnerabilities, including 

declining efficiency at major container 

ports and severe understaffing and 

funding shortages within the Border 

Management Authority (BMA). Poor port 

performance, such as Cape Town’s last-

place ranking in the World Bank’s 

Container Port Performance Index, 

exacerbates delays and congestion, 

creating opportunities for smuggling and 

trafficking. 

Compounding these challenges are the 54 

border entry points into South Africa, 

which present a significant hurdle in 

cracking down on counterfeit goods. 

Limited resources and overstretched 

enforcement capacities make it difficult to 

monitor and secure these entry points 

effectively, allowing counterfeit products 

to flow into the country unchecked. 

These shortcomings amplify South Africa’s 

exposure to illicit trade, making immediate 

improvements in port operations and 

border enforcement essential to 

safeguarding legitimate trade and the 

nation’s economic stability. 

Container Port Performance: Recent data 

from the World Bank Container Port 

Performance Index (CPPI), which evaluates 

the efficiency of 405 ports worldwide, 

indicates a significant decline in the 

operational efficiency of South Africa's 

major container ports between 2022 and 

2023. Notably, Cape Town has dropped to 

the last position, ranking 405th out of 405 

ports. This decline suggests increasing 

inefficiencies that may heighten the 
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country's vulnerability to illicit trade 

activities. 

South Africa's Container Port Performance 

Index Rankings24 

Port 2022 

Rank 

2023 

Rank 

Change 

Durban 343 398 +55 

Cape 

Town 

347 405 +58 

Ngqura 340 404 +64 

Port 

Elizabeth 

291 391 +100 

Note: Higher ranking numbers indicate poorer 

performance. A positive change denotes a drop in 

ranking positions. 

All four ports have fallen in the rankings, 

with Port Elizabeth experiencing the most 

pronounced decline of 100 positions.25 

Cape Town's drop to the last position in 

the index is particularly alarming. This 

downward trend raises concerns for 

several reasons: 

This decline in efficiency increases 

vulnerabilities to illicit trade by creating 

delays and congestion that organized 

crime groups can exploit. Ineffective 

customs enforcement—due to inadequate 

staffing, outdated technology, and 

insufficient training—further compounds 

the issue, enabling smuggling and the flow 

of counterfeit goods. These inefficiencies 

not only facilitate illicit activities but also 

undermine legitimate trade, increase 

costs, and reduce South Africa's global 

competitiveness. 

Given South Africa's strategic position as a 

pivotal transit point for various illicit 

goods, the decline in port efficiency could 

inadvertently exacerbate the country's 

role in illicit trade by providing more gaps 

in the security apparatus. 

Border Management Authority (BMA): The 

Border Management Authority (BMA), 

established in April 2023, has made 

progress in intercepting unlawful entrants 

and seizing illicit goods, including 

counterfeit cigarettes and alcohol. 

However, significant funding and staffing 

challenges hinder its effectiveness in 

combating illicit trade. 

The BMA faces a three-year budget 

shortfall of R4.3 billion and severe 

understaffing. As of June 2024, only 2,566 

of the approved 11,115 positions had been 

filled, leaving 8,549 vacancies. This lack of 

personnel limits the BMA’s ability to 

deploy resources consistently to high-risk 

areas, exacerbating vulnerabilities to illegal 

crossings and smuggling. Funding 

constraints impede investment in critical 

infrastructure and technology, such as 

patrol vehicles, surveillance equipment, 

drones, and integrated information 

systems. The absence of robust systems 

and tools reduces the BMA’s capacity for 

effective border monitoring and rapid 

response, forcing reliance on the South 

African National Defense Force (SANDF) to 

cover gaps. 

The Minister and Deputy Minister of Home 

Affairs have acknowledged these 

challenges and emphasized the need for 

greater government support. While the 

BMA has secured R150 million from the 

Criminal Assets Recovery Account (CARA), 

this funding is insufficient to address the 

scale of its resource and operational needs 

to combat illegal activities effectively. 26,27 
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S u p p l y  c h a i n  i n t e r m e d i a r i e s   

Illicit traders in South Africa regularly 

exploit vulnerabilities throughout supply 

chain networks to facilitate illegal 

commerce. These supply chains vary 

significantly—from maritime shipping 

routes and free trade zones (FTZs) to 

postal and courier services, as well as 

online marketplaces. Rapid shifts in global 

trade dynamics and technological 

advancements increasingly challenge 

government authorities, demanding 

continuous modernization of controls and 

resource allocation to address illicit trade 

effectively. 

Online Environment: South Africa’s weak 

performance in the e-commerce 

protection frameworks indicator of the 

TRACIT 2025 Illicit Trade Index underscores 

significant gaps in consumer protection 

and platform accountability. Key 

deficiencies include inadequate 

regulations establishing platform liability 

for third-party illicit sales, insufficient 

transparency measures such as seller 

verification, limited proactive risk 

management by online marketplaces, and 

weak consumer recourse mechanisms. The 

rapid expansion of e-commerce platforms 

has created fertile ground for illicit trade, 

particularly in emerging categories such as 

electronic cigarettes, heated tobacco 

products, and pharmaceuticals. Existing 

frameworks, including the Medicines and 

Related Substances Act, have not 

sufficiently evolved to address digital 

commerce, resulting in critical 

vulnerabilities. Online and informal digital 

marketplaces frequently facilitate 

counterfeit medicines and other 

unregulated products, posing severe 

health and safety risks due to unverified 

quality and efficacy. 

Vulnerabilities in SEZs: Special Economic 

Zones (SEZs), South Africa's equivalent of 

Free Trade Zones (FTZs), are vital to the 

country's economy. With 11 SEZs hosting 

hundreds of companies, they contribute 

significantly to export revenues, industrial 

growth, and job creation. However, these 

zones also present potential channels for 

illicit trade, as the high volume of goods 

and limited oversight create challenges for 

customs authorities in monitoring each 

transaction. Strengthening oversight, 

implementing transparency measures, and 

adopting international best practices are 

essential steps to mitigate these 

vulnerabilities. 

 

   The OECD Recommendations on Free Trade 

Zone Transparency 

   The OECD Recommendations on Free Trade 

Zone (FTZ) Transparency and the 

accompanying Code of Conduct for FTZ 

Operators collectively establish a framework 

to enhance oversight and accountability 

within FTZs. Developed in response to 

evidence that FTZs can be exploited by 

criminal networks for the transit and storage 

of illicit goods, these guidelines promote 

transparency to strengthen customs 

controls, improve reporting practices, and 

support the monitoring of goods moving 

through FTZs. The Code of Conduct for FTZ 

Operators complements this by setting 

standards that prevent misuse, encourage 

ethical business practices, and reinforce 

compliance with international trade 
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Postal Security: A strong government 

commitment to securing parcel delivery 

infrastructure is essential to prevent 

criminal exploitation and the trafficking of 

illegal goods through global postal 

networks. Enhancing postal security 

measures, fostering international 

cooperation, and sharing best practices 

are key steps in mitigating this risk. South 

Africa is not currently participating in the 

Universal Postal Union's (UPU) Illicit Goods 

Mitigation Expert Team (IGMET) under the 

Postal Security Group. The UPU, a 

specialized agency of the United Nations, 

serves as the primary forum for 

international cooperation in the postal 

sector. Participation in initiatives like 

IGMET equips postal operators with tools 

to identify and address vulnerabilities that 

enable the spread of illicit trade through 

their networks. By engaging with such 

programs, South Africa could strengthen 

its postal security framework, closing gaps 

that illicit actors exploit and enhancing its 

ability to combat the flow of illegal goods 

through international and domestic mail 

systems. 

A s s e s s m e n t  o f  i l l i c i t  t r a d e  b y  
s e c t o r  

The TRACIT 2025 Illicit Trade Index reveals 

South Africa’s heightened exposure to 

criminal activity across key industries, 

highlighting where targeted interventions 

are most needed. South Africa scores 

below the global average in this category, 

reflecting structural weaknesses and the 

growing sophistication of criminal 

networks exploiting sector-specific 

vulnerabilities. Low awareness of the 

economic and social costs of illicit trade 

has contributed to the under prioritization 

of sector-specific reforms. Furthermore, 

enforcement agencies often lack the 

technical expertise and tools required to 

detect and respond to illicit flows—

particularly in industries where goods are 

easy to smuggle, conceal, or replicate. 

For example, tobacco products remain a 

primary concern. Their small size, 

durability, ease of transport and especially 

high profit margins make them a favorite 

among smugglers. Similarly, counterfeit 

pharmaceuticals, substandard alcohol, and 

falsified consumer goods also continue to 

flood informal markets, driven by weak 

regulation, high demand, and gaps in 

enforcement. 

These patterns highlight the need for 

South Africa to adopt more tailored, 

sector-specific strategies. Strengthening 

risk-based inspections, improving inter-

agency intelligence sharing, and investing 

in detection technologies will be critical to 

curbing illicit activity and protecting 

consumers, government revenue, and 

legitimate businesses. 

Counterfeit goods 

Counterfeiting is a major criminal activity 

in South Africa, affecting nearly every 

consumer product sector. It undermines 

legitimate businesses, traps employment 

in the informal sector, deprives the 

government of sales tax revenue, and 

exposes consumers to unsafe products. 

The Consumer Goods Council of South 

Africa (CGCSA) estimates that 

counterfeiting could account for as much 

as 10% of the South African economy.28 

In 2024, the South African Police Service 

(SAPS) and SARS conducted several 

operations targeting counterfeit goods, 
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resulting in significant seizures. For 

instance, in 2024, SAPS launched a 

nationwide campaign to combat 

counterfeit and illicit trade. Collaborating 

with the Hawks, SARS, and local 

enforcement agencies, SAPS carried out 

intelligence-led operations focusing on key 

hotspots. These efforts led to substantial 

seizures of counterfeit goods and the 

arrest of several foreign nationals  

involved in illicit activities. The campaign 

aims to intensify and replicate these 

actions across the country to disrupt 

organized networks and reduce illicit 

trade. 

Despite these accomplishments, 

enforcement of IPR rights faces persistent 

challenges, including sophisticated 

smuggling tactics such as splitting 

shipments across borders. Counterfeit 

goods and components often originate 

from regions like Southeast Asia, East Asia, 

Latin America, or Eastern Europe, arriving 

at Durban Harbor and bypassing customs 

by being declared for transit to 

neighboring countries like Botswana. Once 

cleared in these countries, they are 

rerouted back into South Africa, frequently 

avoiding inspection.29 Additionally, 

counterfeit packaging materials are 

imported for local production, further 

complicating enforcement. Corruption 

within supply chains and enforcement 

agencies exacerbates these issues.30 

Key challenges include: 

• Domestic and Transnational 

Production: Counterfeit goods in South 

Africa originate from both domestic 

and transnational sources. Some 

products are imported unbranded and 

assembled locally, while others are 

entirely produced within the country. 

Key hotspots for the production and 

distribution of counterfeit goods 

include Johannesburg, Pretoria, 

Durban, and Cape Town, which also 

serve as hubs for supply to neighboring 

countries. Smuggling routes through 

Mozambique, Namibia, Botswana, and 

Zimbabwe further complicate 

enforcement efforts.  

• Organized Crime, Terrorism Financing 

and Exploitation: Illicit trade is 

dominated by organized crime 

syndicates that often use illegal 

immigrants to distribute counterfeit 

goods, operating with minimal risk due 

to weak deterrence measures. The 

problem is further exacerbated by links 

to other forms of organized crime, 

including gun-running, drug trafficking, 

and terrorism. Profits from 

counterfeiting end up financing terror 

organizations, including the Islamic 

State, underscoring the significant 

security risks posed by this illicit 

trade.31 

• Corruption: Organized crime 

syndicates, operating both 

internationally and regionally, use 

significant financial power to bribe law 

enforcement officials. This corruption 

facilitates the release of containers 

without proper checks, the 

disappearance of criminal dockets, and 

leaks of sensitive information, 

including advance warnings of 

impending raids, which compromise 

enforcement efforts. Such practices 

discourage brand owners from 

pursuing legal action, further 

weakening the fight against counterfeit 
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goods. As Brigadier Kobus Lategan of 

the National Counterfeit Unit, SAPS, 

stated: “Corruption is my biggest 

enemy in the fight against counterfeit 

goods in this country.”32 

• Policymaker Priorities: Anti-

counterfeiting and intellectual 

property (IP) theft are not currently 

treated as a priority by policymakers. 

As a result, legislative reforms and 

targeted initiatives to tackle these 

challenges have been deprioritized, 

hindering progress in combating these 

pervasive and economically damaging 

crimes. Elevating IP protection on the 

policy agenda is essential to drive 

meaningful action and improve 

enforcement efforts. 

• Financial Burden on Rights Holders: 

Storage and destruction costs for 

seized goods, often higher than the 

costs of legal proceedings, deter some 

brand owners from pursuing criminal 

charges, allowing counterfeit 

operations to persist. 

Illicit Alcohol 

The illicit alcohol trade remains a critical 

challenge in South Africa, with wide-

ranging implications for public health, tax 

revenue leakages, and law enforcement. 

SARS estimates an annual excise tax 

revenue loss of R11 billion due to illicit 

alcohol—the highest fiscal loss from illicit 

alcohol among seven African countries 

studied by Euromonitor.33 The problem 

intensified during the COVID-19 pandemic, 

when nationwide bans on alcohol 

production, sales, and transportation 

significantly expanded the illicit market, 

undoing years of regulatory progress. By 

2020, illicit sales accounted for 22% of the 

alcohol market, a dramatic increase that 

persists today.34 Adding to the challenge, 

Euromonitor reports that legal alcohol is 

priced over 40% higher than its illicit 

counterparts, giving illegal products a 

significant competitive edge and driving 

consumers toward the unregulated 

market. 35 

Illicit alcohol production often lacks proper 

controls and sanitary standards, posing 

significant health risks to consumers. 

Harmful substances, such as methanol, are 

frequently used in these products, leading 

to severe illnesses or fatalities. A tragic 

example occurred in 2022, where 21 

young people died from methanol 

poisoning.36  

Both major forms of illicit alcohol trade—

smuggling and counterfeiting—are 

prominent in South Africa. Seizures 

highlight the widespread presence of 

counterfeit products in the market, 

including fake dry goods imported from 

China and used for local counterfeit 

production. These activities reflect the 

sophistication and adaptability of criminal 

networks. 

Key challenges include: 

• Lack of data: Policymakers face 

significant challenges due to a lack of 

reliable data, resulting in ineffective 

regulations that fail to address the root 

causes of illicit trade. Enhanced data 

collection and analysis are essential to 

inform targeted and impactful policy 

decisions. 

• Evolving nature of illicit alcohol trade: 

Criminal networks are shifting to rural 

areas with weaker enforcement and 
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higher demand for affordable alcohol, 

especially in economically 

disadvantaged communities. These 

regions require a comprehensive, 

multi-faceted response to combat the 

spread of illicit alcohol effectively. This 

includes increased enforcement 

actions, targeted awareness 

campaigns, and economic 

development initiatives to provide 

alternative income sources. 

• Insufficient education and awareness: 

Education and awareness play a vital 

role in combating the illicit alcohol 

trade. Educating retailers about the 

dangers of selling illicit alcohol is 

essential, including informing them of 

the legal, ethical, and financial 

consequences of their actions. Raising 

their awareness of the characteristics 

of illicit products equips them to 

identify and prevent such sales, 

thereby reducing the prevalence of 

these harmful goods in the market. 

Public awareness campaigns should 

highlight consumer health risks 

associated with illicit alcohol and its 

broader societal impacts, including lost 

tax revenue and its role in funding 

organized crime. 

• Affordability: Inflation and excise 

duties have significantly increased the 

cost of legal alcohol, making it less 

accessible to consumers and driving 

demand for cheaper, unregulated 

alternatives. Surveys indicate that 

South Africa, alongside Mozambique, is 

among the countries most affected by 

economic pressures leading to a shift 

towards illicit alcohol markets. The 

widening price gap—where legal 

alcohol costs over 40% more than illicit 

options—creates a substantial 

incentive for consumers to turn to 

illegal, unsafe products.37  

• Limited collaboration with industry: 

Strengthening partnerships between 

law enforcement, industry regulators, 

and other stakeholders is essential to 

fostering coordinated actions and 

effectively combating the illicit alcohol 

trade. In particular, the relationship 

between the alcohol industry and law 

enforcement suffers from gaps in 

communication and insufficient 

training. These issues result in missed 

opportunities for information sharing, 

crime prevention, and timely 

intervention, limiting the overall 

effectiveness of efforts to address this 

pressing issue.  

Illicit Tobacco  

South Africa hosts one of the world’s 

largest black markets for illicit cigarettes, 

fueled mainly by under-declaration by 

local manufacturers to evade taxes and 

smuggling to a lesser degree. Cigarettes 

are often sold far below the mandated 

Minimum Collectable Tax (MCT) price 

R25.05 per pack, with packs available for 

as little as R5-R10.38 

The government-imposed COVID-19 

lockdown bans on cigarette sales 

significantly bolstered the illicit market. 

Four years later, consumers are still able to 

access illicit cigarettes from illegal 

suppliers.  

Illicit cigarettes currently account for 

nearly 60% of the South African market. 

The illicit share has grown significantly, 

starting at 5% in 2009, peaking at 60% in 
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2021, and slightly declining to 58% in 

2022. That same year, the government lost 

an estimated R18 billion in revenue—R15 

billion in excise duties and R3 billion in 

VAT. Over the 20-year period from 2002 to 

2022, cumulative losses in excise and VAT 

revenue amounted to R119 

billion (adjusted to 2022 prices). 39 

Recent initiatives by SARS to counteract 

illicit trade, such as mandating production 

monitoring devices and CCTV installation, 

have encountered significant setbacks. The 

CCTV camera rule remains 

unimplemented, as SARS lost its appeal in 

court, effectively halting the process. 

While several companies involved in the 

case have not been proven non-compliant 

or directly linked to illicit trade, research 

by IPSOS revealed that significant 

quantities of their products are available at 

prices well below MCT, often as low as R20 

or less. These findings highlight ongoing 

challenges in enforcing compliance and 

curbing the sale of low-priced, potentially 

illicit tobacco products.40 

SARS could further consider addressing the 

under-declaration by reconciling the 

importation of key inputs required to 

manufacture cigarettes, like acetate tow 

or RCIP paper (also known as Reduced 

Ignition Propensity (RIP) paper) with the 

declared volume of finished goods. 

Nonetheless, SARS has undertaken notable 

enforcement actions in its efforts to 

counter illicit trade. In 2022, it froze R3 

billion in assets linked to tax evasion by 

Gold Leaf Tobacco Company. Additionally, 

in 2024 SARS filed substantial damages 

claim against Sasfin Bank Limited, alleging 

the bank’s involvement in a R4.8 

billion money laundering operation 

connected to Gold Leaf Tobacco.41 Despite 

these efforts, no enforcement actions 

have been taken against the beneficiaries 

of the money laundering scheme, leaving a 

significant gap in addressing the broader 

network behind these activities. 

The Tobacco Products and Electronic 

Delivery Systems Control Bill, currently 

under consideration in the NEDLAC 

process, introduces new restrictions that, 

if not carefully implemented, risk 

exacerbating the illicit trade problem 

without addressing its root causes. 

Since approximately two-thirds of South 

Africa’s tobacco market is already illicit, 
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the proposed restrictions are unlikely to 

impact this unregulated segment which 

already evades existing regulations, 

including health warnings and taxation. 

the. Meanwhile, measures such as sales or 

advertising bans could undermine the 

competitiveness of legal market players, 

further driving consumers toward the illicit 

market.  

Illicit trade in tobacco products is fueled by 

weak tax administration, ineffective 

record-keeping, porous borders, and 

limited inter-agency coordination. 

Addressing these systemic weaknesses is 

essential to combat the illicit market, 

which thrives on enforcement gaps and 

governance inefficiencies. 42   

Furthermore, if enforcement capacity is 

not strengthened to curb the growing illicit 

market, the aims of the Bill are at risk. 

Complementary measures, such as 

bolstering tax administration and 

improving border security, are essential to 

ensuring the bill achieves its intended 

outcomes. Any new restrictions should be 

paired with targeted investments and 

robust enforcement mechanisms to 

prevent illicit operators from exploiting 

regulatory loopholes. 

Substandard and falsified medicines 

South Africa’s pharmaceutical market, 

valued at approximately R62 billion in 

202443, plays a crucial role in healthcare 

delivery but faces significant risks from 

counterfeit and substandard products, 

threatening both public health and 

economic stability. Counterfeit 

medications have been linked to severe 

health issues, including strokes and high 

blood pressure.44  In November 2024, the 

South African Health Products Regulatory 

Authority (SAHPRA) raised alarms about 

the increasing presence of counterfeit 

Glucagon-like Peptide-1 (GLP-1) products, 

such as Ozempic, in the local market. 

These counterfeit medications, often 

marketed online and through informal 

channels, pose significant health risks due 

to their unverified safety and efficacy. 

Several factors contribute to the 

proliferation of counterfeit 

pharmaceuticals in South Africa: 

• Organized Crime 

Networks: Sophisticated criminal 

organizations exploit porous borders 

and weak enforcement to smuggle 

counterfeit medicines into the 

country.  

• Economic Pressures: High medication 

costs drive consumers to seek cheaper 

alternatives, often from unregulated 

sources, increasing the risk of 

encountering counterfeit products.  

• Lack of Public Awareness: A significant 

portion of the population remains 

unaware of the dangers associated 

with counterfeit medicines, 

underscoring the need for public 

education initiatives.  

• Weak Judicial and Prosecutorial 

Capacity: Inadequate capacity within 

the judiciary and prosecution to 

address pharmaceutical crimes 

undermines efforts to combat the 

trade in falsified medicines. Without 

sufficient training and resources, 

judicial outcomes often fail to deliver 

strong deterrents against individuals 

and organizations involved in 

counterfeit pharmaceutical activities. 
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Although South Africa’s pharmaceutical 

regulatory framework meets international 

standards, a lack of a strategic framework 

and clear enforcement responsibilities 

leaves the system vulnerable to 

counterfeit infiltration. Additionally, 

outdated regulations under the Medicines 

and Related Substances Act fail to address 

modern internet-based mechanisms for 

obtaining counterfeit medicines, 

exacerbating the challenge.45 Efforts to 

mitigate these risks must focus on 

strengthening enforcement mechanisms, 

modernizing regulations, and closing gaps 

in the pharmaceutical value chain to 

protect public health and safety. 

 
 

  



South Africa: Strategic Review 2025 

 

 

 

III. POLICY RECOMMENDATIONS FOR SOUTH AFRICA

 

T a x a t i o n  a n d  E c o n o m i c  
E n v i r o n m e n t  

Tighten controls on money laundering. 

More than half of reported crimes in South 

Africa fall into categories that generate 

criminal proceeds.46 Denying access to 

entities and mechanisms used to launder 

proceeds of crime—and thereby depriving 

criminals and their networks of related 

profits—is one of the most effective ways 

to deter illicit trade. This requires a 

holistic, comprehensive anti-money 

laundering regime including the ability to 

trace, freeze, seize and confiscate assets 

related to illicit financial flows. It will also 

be important to equip SARS, the Reserve 

Bank, the Financial Intelligence Centre and 

other regulatory bodies with the resources 

they need to effectively pursue and 

combat illicit financial gains.  Notably, 

three of the six remaining action items 

outlined for the last scheduled FATF 

reporting cycle pertain to demonstrating a 

sustained increase in the investigation and 

prosecution of complex crimes, including 

money laundering, terrorism financing, 

and unlicensed cross-border money or 

value transfer services (MVTS). This also 

highlights the need for the National 

Prosecuting Authority (NPA) to enhance its 

capacity to prosecute complex crimes, 

including those linked to illicit trade. 

Develop a Coherent and Predictable Tax 

Policy Framework. A well-designed tax 

policy is essential to preventing market  

 

 

distortions and the shift from legal to illicit 

products. Excessive tax increases can make 

legal products unaffordable, driving 

consumers toward cheaper, illicit 

alternatives. To avoid this, tax adjustments 

should be gradual, reasonable, and aligned 

with economic conditions to maintain 

affordability and market stability. Tax 

structures should balance revenue 

generation with enforcement feasibility, 

considering factors such as 

implementation ease, cross-border price 

competitiveness, and long-term market 

impact. Effective tax policies must be 

complemented by strong enforcement 

measures and penalties to curb illicit 

trade.  

Implement lessons learned from Covid 

restrictions: For South Africa to restart and 

grow its economy, it must formulate 

policies and implement programs that 

deter and preclude illicit traders from 

consolidating roots in the post-pandemic 

economy. For example, severe, overly 

restrictive regulations, such as the 

temporary alcohol and tobacco bans 

introduced during the pandemic, must be 

avoided. In addition, policymakers must 

ensure that new regulatory measures do 

not create market inefficiencies or 

incentivize consumers to choose illicit 

alternatives over available, safer, 

legitimate products. The following are 

valuable lessons learned from the 

pandemic that can help to avoid 

III. POLICY RECOMMENDATIONS FOR SOUTH AFRICA 
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unintended and long-lasting negative 

impacts on illicit trade, the economy and 

society: 

• Avoid prohibition laws and extreme 

legislation and regulation that 

artificially reduce supply of safer legal 

products and create incentives for 

readily available illicit substitute 

products to enter markets. The 

adoption of evidence-based policy and 

legislation is recommended to avoid 

unintended consequences. 

• Ensure availability and access to 

legitimate products without inducing 

demand for illicit substitutes. 

• Ramp up implementation of 

enforcement measures to ensure that 

illicit trade activities caused by the 

pandemic do not become permanent 

features of the post-pandemic 

economy.  

• Avoid the imposition of “emergency 

tax” increases on products vulnerable 

to illicit trade so as to avoid lower 

consumption of legal products, smaller 

pools of tax collections and an increase 

in demand for untaxed, cheaper illicit 

alternatives. 

R e g u l a t o r y  F r a m e w o r k  a n d  
E n f o r c e m e n t  

Appoint an Interagency Anti-Illicit Trade 

Coordinator in conjunction with private 

sector such as Business Against Crime 

South Africa, Business Unity South Africa, 

and affected stakeholders. A successful 

strategy against illicit trade will require 

concerted, sustained and joined up efforts 

between all the responsible government 

bodies and private sector. To oversee the 

interagency cooperation, South Africa 

should consider appointing an 

independent, specialized “Anti-Illicit Trade 

Coordinator” with high-level authority 

within the national government to 

coordinate the activities of the 

Intergovernmental Enforcement 

Committee (IGEC), Interagency Working 

Group on Illicit Trade (IAWG), ITAC 

(import/export control agency), and the 

Pharma Crime Team. Objectives would 

include raising the profile on illicit trade, 

allocating necessary financial and 

personnel resources (such as ensuring that 

SARS, NPA and SAPS are sufficiently 

resourced) and more aggressively 

enforcing anti-illicit trade regulations, 

especially in the areas of Intellectual 

Property Rights violations and untaxed and 

unregulated parallel (grey) market 

imports.  

Modernize regulatory frameworks to 

address the growing challenges posed by 

new product categories and trade 

channels, such as electronic cigarettes/ 

heated tobacco products, e-commerce 

and online marketplaces, which are 

increasingly exploited by illicit traders. 

Current regulations, including the 

Medicines and Related Substances Act, fail 

to adequately account for modern digital 

mechanisms, leaving significant 

vulnerabilities. Key steps include 

developing clear standards and 

enforcement mechanisms for emerging 

product categories and enhancing 

oversight of online platforms through 

transparency measures, such as seller 

verification and the implementation of 

third-party liability to ensure 

accountability. 
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Implement Comprehensive Socio-

Economic Impact Assessments (SEIAs) for 

Policy Development. The government 

should implement coordinated SEIAs for all 

policy proposals before they are enacted 

into law to enhance regulatory 

effectiveness in combating illicit trade. A 

coordinated approach to SEIAs will help 

identify inconsistencies, align regulations 

across sectors, and ensure policies are 

evidence-based, balanced, and do not 

inadvertently incentivize illicit activities. 

Key actions include improving SEIA quality, 

fostering inter-agency collaboration, and 

enhancing transparency through public 

reporting. A robust SEIA framework will 

reduce enforcement inefficiencies, 

strengthen compliance, and support 

sustainable economic growth. 

Strengthen Intellectual Property Rights 

(IPR) enforcement. While key IPR 

legislation is in place, including those 

required by the WTO agreement on Trade-

Related Aspects of Intellectual Property 

(TRIPS), the enforcement of these 

provisions, however, remains a concern. In 

addition, measures are needed for stricter 

penalties for counterfeiting; authorization 

for customs officials to perform 

inspections and make provisional seizures 

of counterfeits, including goods in 

transit/transshipment; plans to combat 

digital piracy; measures to govern the 

destruction of counterfeit/illicit goods; and 

closer scrutiny of producers and importers 

of counterfeit goods. 

Promote capacity building and joint 
training opportunities and exercises to 
ensure that regulators and enforcement 
bodies understand constraints and 
expectations of other agencies. This 
includes the ability to quickly adopt and 
implement new SARS rules and 
enforcement procedures, discuss/validate 
common procedures and generally, 
encourage a culture of mutual support.  

Strengthen criminal penalties. Raising 

standards for criminal penalties across the 

country should be a priority to prohibit 

illicit traders from exploiting markets with 

the weakest penalty regimes. In addition 

to court-imposed penalties and fines, 

consideration should be given to 

rescinding business licenses from retailers, 

manufacturers and distributors involved in 

illicit trade and to imposing imprisonment 

sentences for recidivists.  

Engage in international law enforcement 

and customs cooperation, both bilaterally 

and within available multilateral 

mechanisms such as through the World 

Customs Organization (WCO) and the 

Organization for Economic Co-operation 

and Development (OECD), which has a 

specialized task force to counter illicit 

trade. Forging close operational links 

within the international law enforcement 

community and setting up functioning 

criminal intelligence and information 

sharing platforms is critical for detecting 

and enforcing laws against international 

money laundering. 

Use and adoption of GS1 standards,47 By 

enabling the sharing of trusted quality 

data everywhere, GS1 standards help 

identify where products originated, what 

they contain, and where they have been 

during their supply-chain journey. This, in 



South Africa: Strategic Review 2025 

 

 

TRACIT 2025 

 
Page 25 

 
  

turn, removes friction between business 

partners and improves performance and 

safety across the entire supply chain. GS1 

South Africa, through innovations in 

traceability, data sharing, and 

transparency, is driving significant 

improvements that align with South 

Africa’s national efforts to reinforce food 

safety standards across the supply chain - 

helping to protect brands and businesses 

from the dangers posed by illicit and 

counterfeit goods. 

C r i m i n a l  E n a b l e r s  o f  I l l i c i t  
T r a d e  

Tackle pervasive corrupt practices that 

continue to facilitate illicit trade, notably 

at the level of customs, law enforcement 

authorities and the judiciary. South Africa’s 

‘war on corruption’ introduces valuable 

measures that can reduce illicit trade, but 

as long as corruption persists within 

government agencies, any attempt to 

strengthen border policing and control will 

have limited effect. Increased automation 

in customs procedures can be effective in 

mitigating opportunities for corruption. 

Addressing corruption at all levels of 

government must be tackled head on if 

strategies to combat illicit trade are to 

have any chance for success.  

T r a d e ,  C u s t o m s ,  a n d  B o r d e r s  

Strengthen cooperation with neighboring 

countries to address informal cross-border 

trade, smuggling and alignment of tax and 

subsidy policies. Regional cooperation 

mechanisms including the African Union 

Continental Free Trade Agreement 

(AfCFTA) and the Southern African 

Development Community (SADC), along 

with projects sponsored by international 

organizations such the World Customs 

Organization (WCO), provide valuable 

methods for cross-border collaboration. 

These efforts can serve as a reference to 

further develop regional law enforcement 

capacities against illicit trade, with support 

from relevant partners, including 

Interpol/Afripol. To further strengthen 

efforts, consider implementing a regional 

track-and-trace system to enable seamless 

exchange of information among countries, 

improving the ability to monitor and 

disrupt illicit trade activities across 

borders. 

Take proactive measures to protect South 

Africa from illicit goods transiting through 

Special Economic Zones (SEZ). Take strong 

and proactive measures to protect SEZs 

from illicit traders, including risk profiling 

of suspect shipments; ex-officio checks on 

goods stored and services conducted in 

zones; Customs supervision of the zone 

perimeter and entry and exit points; 

validate identity of zones operators and 

their clients; implement “Know Your 

Customer Policy” and “Due Diligence” 

measures. To deter SEZs from being 

exploited for illicit trade, the OECD has 

issued recommendations on enhancing 

transparency in Free Trade Zones (FTZs), 

accompanied by a Code of Conduct for FTZ 

Operators. South Africa should consider 

adopting these OECD recommendations 

and promoting the Code of Conduct within 

its FTZs to establish stronger transparency, 

increase accountability, and deter the 

abuse of these zones as conduits for illicit 

trade. Additionally, recommendations 

from the WHO Framework Convention on 

Tobacco Control (FCTC) Illicit Trade 

Protocol could be applied to further secure 
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SEZ operations against abuse. These 

measures would not only improve 

regulatory compliance within FTZs but also 

protect legitimate trade and enhance the 

country’s commitment to regional and 

global standards in combating illicit trade.  

Champion WTO Efforts Against Illicit 

Trade. The WTO has launched key 

initiatives to help members leverage its 

agreements to combat illicit trade, 

including reports such as “Leveraging WTO 

Rules to Combat Illicit Trade in Medical 

Products” and “Illicit Trade in Food and 

Food Fraud.” These efforts aim to foster 

dialogue and provide actionable tools for 

addressing illicit trade. However, their 

success depends on active engagement 

and implementation by WTO members. As 

South Africa assumes the G20 

chairmanship and continues its regional 

leadership, it has a unique opportunity to 

advocate for these WTO initiatives. By 

promoting their adoption and integrating 

recommendations into national and 

regional policies, South Africa can enhance 

trade rule effectiveness, strengthen 

international collaboration, and advance 

the fight against illicit trade globally. 

S e c t o r a l  r e m e d i e s  

Improve public awareness and education 

on the threat of illicit trade. Efforts to 

address illicit trade are hampered by a lack 

of public awareness of its dangers, which 

has led to a degree of social acceptability. 

To this end, local and regional educational 

campaigns and community-level 

awareness activities are essential to help 

shift public perception and understanding 

of the negative impacts of illicit trade, 

including highlighting the health risks to 

consumers and the drain that lost tax 

revenues have on public budgets and the 

government’s ability to mobilize sufficient 

domestic tax revenue to provide for critical 

public services, infrastructure and 

healthcare. 

Capacity building within the judiciary and 

prosecution is essential for addressing 

pharmaceutical crimes. Enhancing the 

ability of courts and prosecutors to handle 

complex pharma crime cases will lead to 

stronger judicial outcomes and create a 

greater deterrent for individuals and 

organizations involved in falsified 

medicines. This includes specialized 

training, resource allocation, and 

developing frameworks to effectively 

investigate, prosecute, and penalize those 

involved in anti-falsified medicine 

activities. 

Improving Enforcement in Tobacco 

Manufacturing. To combat illicit trade in 

tobacco, enforcement measures should 

include deploying inspectors or customs 

officials at manufacturing facilities, 

reconciling raw material imports with 

declared production, and installing 

tamper-proof equipment on production 

lines. 

Strengthen interagency and inter-

departmental cooperation at the national 

level, particularly by improving law 

enforcement capacities between SARS 

(South African Revenue Service), SAPS 

(South African Police Services), 

Department of Trade, Industry and 

Competition (DTIC) and the National 

Prosecuting Authority (NPA). Increased 

coordination across agencies responsible 

for health, economic, security, finance and 

customs are critical for addressing the 
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multifaceted problem of illicit trade. For 

instance, South Africa’s Department of 

Agriculture (DOA) is an important 

stakeholder in combatting illicit alcohol, as 

the DOA issues import certificates, ensures 

compliance with product standards (the 

Liquor Products Act) and inspects alcohol 

imports. This approach may be applicable 

to controlling illicit trade in the tobacco 

sector to enhance regulatory enforcement 

and oversight. Similarly, the South African 

Health Products Regulatory Authority 

(SAHPRA) has an important role in 

combatting pharmaceutical crime by 

overseeing the regulation of health 

products and their use. 
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