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Meyercord Revenue
Continues to Make Positive
Strides in US Market
Although it looked as if the scene was
set for the US cigarette tax stamp market
to become more diversified, this changed
when Arkansas quickly cancelled the
Meyers contract and returned to its
historical supplier, Meyercord Revenue.
The cancellation was due to application
difficulties encountered by the Meyers
stamps on equipment used in the field.

Ohio back with Meyercord Revenue
Now a new scene has enfolded, in which
we find Ohio following in the footsteps of
Arkansas and returning to its historical
supplier, Meyercord Revenue.

In 2012, Tax Stamp News™ reported that
the market for cigarette tax stamps was
opening up in the US, with the traditional
supplier, Meyercord Revenue (a SICPA
company) being joined by relative
newcomers to the industry. One of these
newcomers was Sekuworks which, in
May 2012, won a two-year contract for
heat-applied stamps from its home state,
Ohio, as the result of a competitive bid
and a ‘Buy Ohio’ preference.
This was followed one month later by
an award to another newcomer, Meyers
Printing, for the supply of heat-transfer
stamps to the State of Arkansas.

www.taxstampnews.com

The 2012 contract with Sekuworks
provided the state with an option to
extend the agreement over multiple
renewal years. During the initial contract
term Meyercord Revenue had been
requested by the State of Ohio to fulfil
emergency stamp orders on multiple
occasions after application issues were
observed with the Sekuworks product.
In response, rather than exercise its
contract extensions with Sekuworks,
in March 2014 the State issued a new
tax stamp bid and Meyercord Revenue
was subsequently selected as the
State’s primary tax stamp provider.

Positive market evaluations

The selection by Ohio continues the
positive evaluations by the market of
Meyercord Revenue’s upgraded FUSON®
product – with its multi-level security
features and enhanced adhesion and
transfer properties - following recent wins
in Minnesota, Maryland and New York.
Continued on page 4 >

Another WellTimed KPMG Study
KPMG and GS1 UK have released
a report titled Track and Trace:
Approaches in Tobacco, to investigate
how the track and trace requirements of
the FCTC’s Illicit Trade Protocol can most
effectively tackle tobacco illicit trade.
The report was commissioned by the
Digital Coding and Tracking Association,
the members of which include British
American Tobacco, Imperial Tobacco,
Japan Tobacco and Philip Morris.
The report says that although the Protocol
mandates national track and trace systems
on tobacco products and the global sharing
of the information they generate, it stops
short of establishing any global standards
or governance to allow this to happen. A
lack of common standards runs the risk of
creating a patchwork of national deployments
which cannot ‘talk’ to each other.

Recommendations

The report uses the successful deployment
of track and trace in other industries, such
as pharmaceuticals and timber, to draw
a number of recommendations for the
tobacco industry, which include:
Comprehensive approach – governments
should adopt track and trace as part of
a wider anti-illicit trade programme that
includes enhanced enforcement, stricter
penalties, data exchange and international
co-ordination. Track and trace by itself
will not work because, for one thing, it
will only detect the illicit trade of genuine
tobacco products, and will not fully
address the issue of illicit whites or
counterfeit cigarettes, which circulate
outside the legitimate supply chain.
Open standards – although these are key
to an effective track and trace regime for
tobacco products, the Protocol currently
has no agreed standards. Open standards
ensure interoperability, cross-border data
exchange, greater adoption levels, and
lower implementation costs. The open
standards should be royalty-free and
reasonably balanced to ensure the process
is not dominated by any one party.
Continued on page 6 >

Missed Opportunities

As such, the SDVS is above all a quality
control scheme, not an authentication
scheme, which puts the onus on consumers
to go online to check that the product is
legitimate. There seems to be no action
that will tackle/detect counterfeits per se.
Producers of Scotch whisky for example
(a major export earner for Scotland) will
continue to have (or not, as the case may be)
their independent brand protection devices.

One of the reports we carried in Tax
Stamp News™ earlier this year was on the
introduction by the UK government of the
Spirit Drinks Verification Scheme (SDVS),
which aims to protect manufacturers
and consumers of regional alcoholic
specialities from counterfeit and
substandard products. Under the scheme,
all businesses involved in the production
of spirits in the UK will be inspected
to ensure they meet EU requirements
on distilling, bottling and labelling and,
following inspection, details of verified
facilities, processes and brands will be
published on-line.
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Separate to this, HMRC will continue
to protect its tax interests on spirits sold
in the UK through an integrated, and
essentially unsecure, tax label (with only
a small proportion of imported spirits –
by definition neither Scotch nor any other
UK spirit – protected by the more secure
self-standing stamps).
Counterfeiting of Scotch whisky is a major
problem, estimated to cost the industry
£500m per annum in lost revenues.
Meanwhile, the latest set of tax gap figures
(the tax gap being the difference between
what the HMRC estimates should be
collected, and what it actually collects),
published last autumn, shows that the
situation vis-à-vis spirits is getting worse.
So wouldn’t this have been a golden
opportunity for UK producers and the
government to have, at the very least
introduced a secure ‘kite mark’ rather
than the insecure scheme that has been
adopted? And one also wonders why,
given the problems with authenticity on
the one hand and loss of tax revenues
on the other, the two sides did not
come up with a solution more aligned
to resolving those problems.

Why not more track and trace?

Another item we reported on recently
was that the Philippines Bureau of Internal
Revenue has awarded a contract for its
new tax stamp programme to a consortium
of mainly local companies, some three years
after plans were first announced. Despite
the fact that the consortium includes three
IT firms, and despite claims that the Internal
Revenue Stamps Integrated System (IRSIS)
will help monitor the supply and sales of
tobacco products (and possibly alcohol
too, in the future), the actual contract
involves a fairly basic traditional tax stamp
system. Would this not too have been a
golden opportunity for the Philippines to
put in place track and trace, particularly
given that it is a signatory to the Framework
Convention on Tobacco Control (FCTC)
and its Illicit Trade Protocol?

Of the 80 plus countries around the world
that use tax stamps for tobacco, or alcohol,
or both (and, in some case, soft drinks and
mineral water as well), only a handful have
deployed ‘full-blown’ track and trace as
part of their programmes. A smaller handful
still have deployed an element of track
and trace, for production control. So the
Philippines is certainly not alone.
But given the benefits that such systems
bring in terms of enabling revenue and
customs agencies to monitor the production,
distribution and sale of excisable goods, to
validate products and the payment of tax,
and to give enforcement agencies the tools
to check the authenticity of products and
that they are passing through legal supply
channels, this begs the question – why
so few? Especially given that, in the not too
distant future, track and trace of cigarettes
in particular will become mandatory for
signatories to the FCTC Protocol (such
signatories being nearly every country in
the world) and also within the EU under
the Tobacco Products Directive.
What both the SDVS and the recent
contract in the Philippines demonstrate
are missed opportunities. The verification
scheme could have been part of something
so much more effective. Similarly, high
expectations of the new tax stamp system
in the Philippines are unlikely to be met.
The paucity of tax stamp progammes
around the world incorporating track and
trace also points to missed opportunities
(although, we are glad to report, more
countries introducing tax stamps for the
first time, and more countries upgrading
their tax stamps, are going for track and
trace than those who aren’t).
In all cases, effective security stamps
with track and trace functionality are the
way forward that will serve the interests
of manufacturers, customs authorities
and health advocates alike – a point
made clearly in the article by Ian Lancaster
on page 7 on Keeping the Supply Chain
Secure (NB, the article focuses on the
hologram as the security technology,
but the same principle applies regardless
of the technology used).
The above issues will all be covered at the
forthcoming Tax Stamp Forum™, which
takes place in Dubai this September. In
particular, there will be a panel discussion
on the topic of ‘Track and Trace – Why/Why
Not?’ There are compelling reasons as to
why tax stamp programmes should include
track and trace. The reasons as to why
so many don’t are less clear. It should
prove an interesting discussion.

Liquor Manufacturers in
Andhra Pradesh Oppose
New Track and Trace HEALs
Liquor producers in the Indian
state of Andhra Pradesh are reportedly
opposing tooth and nail the state
government’s move to implement
‘track and trace’ hologram excise
adhesive labels (HEALs) on bottles,
because they fear cost escalation.

Codentify® Starts to
Appear on French Packs,
But No Decision by French
Government to Recognise it
At the beginning of April, the French media
reported that the tobacco industry’s
digital marking system, Codentify®, had
been fully implemented in the market
and was starting to appear on cigarette
packs in tobacconist shops.

California Says Stamps,
Inspections, Licensing and
Enforcement are to Thank
for Lower Tax Evasion
The California Board of Equalization
(BOE) has released its latest tax evasion
estimates for cigarettes and other
tobacco products (OTP). They show
that increased inspections, licensing and
enforcement efforts have contributed to a
drop in the sales of contraband products.
Cigarette and tobacco tax evasion for
2012–13 totalled $214m, compared to
$276m in 2005–06 – a 22% drop.

The producers are refusing to pay more
than 10 paise (less than one fifth of a US
cent) per bottle for the serialised HEAL.
This is the price they pay for the current,
paper-based excise label. Contending
that features like ‘track and trace’ would
increase production costs, which would
eventually have to be borne by consumers,
manufacturers moved the matter to the
high court where it is now pending.

Meanwhile, the excise department has
released a circular stating the government
would pay the hologram maker over and
above the 10 paise that manufacturers
are willing to pay. According to Niranjan
Lal Agarwal, president of AP Wineries and
Distilleries Association, the deal with the
hologram supplier requires the government
to pay 22 paise per hologram.

While it is true that the major manufacturers
have being rolling out the system in their
logistic chains in France, as well as other
countries in Europe, this does not mean
that the French government has selected
Codentify as the track and trace system
called for under Article 15 of the new EU
Tobacco Products Directive.

French government is acutely aware that
the international FCTC Illicit Trade Protocol
– which it has signed – does not allow
industry provision of the track and trace
system. (Article 8 of the Protocol explicitly
states: ‘Obligations assigned to a Party
shall not be performed by or delegated
to the tobacco industry’.)

Although the wording of the Directive
appears to accept the use of Codentify
– as long as the data it generates is not
controlled by the tobacco industry – the

A working group has been set up in
French parliament to, inter alia, deal with
this sensitive issue, the first meeting of
which took place in May.

The chart shows that for both fiscal years,
cigarette tax evasion was much (much!)
lower than for OTP. One reason for this,
says the BOE, is that cigarettes carry tax
stamps and OTP do not. The BOE estimates
that, if it hadn’t been for licensing or the
encrypted stamps, cigarette revenues
would have actually declined by 3%.

The Cigarette and Tobacco Products
Licensing Act of 2003 required each seller
of cigarettes and OTP to be licensed.
Each year since then, BOE inspectors
have conducted about 10,000 inspections
statewide to ensure compliance and seek
out unstamped product or other tax violations.
In 2004-05, the first full fiscal year after the
law’s enactment, 869 inspections showed
counterfeit stamps. By 2012–13, that
number had been reduced to 13. In the last
ten years, inspections resulting in seizures
of unstamped cigarettes, or with counterfeit
stamps affixed, have steadily declined
from more than 15% of inspections to
approximately 1%, announced the BOE.

The BOE states that both cigarette and
OTP tax evasion would have been much
higher without legislation, which has
improved compliance significantly since
2003. These improvements, which include
licensing, counterfeit-resistant encrypted
stamps, and retail inspections, were
implemented between 2004 and 2006.

BOE’s Investigations Division partners
with the Bureau of Alcohol, Tobacco,
Firearms, and Explosives, the US Attorney’s
Office, and the Department of Justice, in
‘Operation Big Pinch’, a task force aimed
at cracking down on contraband tobacco
products. During calendar years 2012 and
2013, the task force ‘pinched’ nine illegal
operators who cost the state $36.6m in
tobacco tax revenue.

Evasion Percentage of Sales: 2005–2006 and 2012–2013
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Every year, the State of California spends
about $32.1m in administering and enforcing
cigarette and OTP tax and licensing laws.
These programmes generate more than
$871.5m in revenue.
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Had those criminal enterprises continued, the
BOE said they would have cost the state an
additional $55.5m up to January 31, 2014.

16%
Cigarettes

Tobacco Products

The full report is available at www.boe.ca.gov/
legdiv/pdf/CigaretteEvasion.pdf
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Meyercord
Revenue (Continued)
In New York, specifically, after exercising
all of its contract renewal options with
Meyercord Revenue, the State issued a
qualification-based RFP and has chosen
to continue its long-standing partnership
with the company.
Alex Finkel, Meyercord Revenue’s General
Manager said, ‘The recent wins in Ohio,
Minnesota, Maryland and New York are
not only a testament to the market’s
positive evaluation of us, but are also
evidence of our continued commitment
to our customers. We are constantly
working alongside our state partners
to provide customised solutions that
exceed the unique requirements of each
state. This has led to the development
of an upgraded tax stamp that is not
only superior in its adhesion and transfer
capabilities, but also includes best-in-class
security features as well as optimised
enforcement tools. But we don’t stop
there; Meyercord Revenue is constantly
looking beyond the physical tax stamp in
order to meet our customer’s needs by
providing value-added services targeting
enhancements to stamping, enforcement
and compliance requirements’.
As commented by Alex in an interview
with Tax Stamp News last September,
‘These value-added services have already
been rolled out to several customers. This
is really where the acquisition (by SICPA)
makes sense: combining SICPA’s IT and
security-ink technologies with Meyercord
Revenue’s tax stamp expertise into one
integrated platform’.

SA Government Finally
Takes Action Against Booming
Illicit Cigarette Trade
At the end of April, South African
government officials and industry
representatives held a round-table
discussion to devise ways of addressing
the country’s escalating illicit cigarette
problem. The discussion was led by
Deputy International Relations and
Co-operation Minister Marius Fransman.
Also present were representatives from
three African embassies, the Consumer
Goods Council and the South African
Revenue Service (SARS).
The government’s police portfolio
committee chairwoman, Annelize van
Wyk, said gaps in the law would be
addressed and progress evaluated in six
months’ time. ‘There has to be a review
of legislation in its totality to address illicit
trading,’ she said.
One possibility to be looked at would be
the forfeiture of assets of those found
guilty of illegally producing cigarettes.
SARS has indicated it will scrutinise the
industry from one end of the value chain
to the other in a bid to root out tax evaders.
Department of Trade and Industry
commercial law and policy division head,
Desmond Ramabulana, said the proposed
Licensing of Businesses Bill would also
act as a mechanism to control illicit traders
as it would require all businesses, formal
and informal, to obtain licences from
their municipalities.
The initial draft of the law caused an
outcry because of its perceived imposition
of red tape, so it was withdrawn by Trade
and Industry Minister, who established
a task team to deal with it.
Mr Ramabulana said consultation had
taken place with informal traders throughout
the country and the department was
drawing up a report on the proposals
for the minister.

Pinpointing the illegal producers is not
that easy as, according to the Tobacco
Institute of Southern Africa (TISA), they
appear to be legitimate but declare only
some of their production for tax purposes.
The remainder is kept out of sight to
avoid having to pay excise tax, which is
R11.60 (just over a dollar) for a pack of
20 cigarettes. This illegal practice is made
all the more easier by the fact that South
Africa does not use tax stamps. What it
does use to distinguish a legal product
from an illicit one is a diamond-shaped
imprinted mark that every manufacturer
must apply to the end of each pack, by
means of a die obtained from SARS.
However, the imprint’s low-level security
puts it at risk of being counterfeited, and
it does not prevent legal manufacturers
from making false tax declarations.
It also has no variable serial number, so
SARS has no way of knowing how many
imprints have been used on how many
packs. Therefore, although it is commonly
referred to as a ‘diamond excise stamp’,
the imprint does not prove that excise
tax has actually been paid.

‘Made in Zimbabwe’

In addition to the illegal domestic local
production, another three billion illicit
cigarettes consumed in South Africa
each year are imported, with Zimbabwe
being the primary source. In fact, a
prominent Zimbabwe tobacco company
– Savanna Tobacco – with family ties to
President Robert Mugabe, is suspected
of smuggling millions of rands worth
of illegal cigarettes into South Africa
in what is thought to be a bid to help
boost Zimbabwe’s ailing economy.
TISA estimates that about 30% of total
annual cigarette consumption in South
Africa either enters the country illegally
or is produced without being declared.

About five billion cigarettes are reportedly
being produced illegally in South Africa each
year and sold at prices well below those of
legitimate, tax-paying businesses, according
to estimates from the tobacco industry.
Fig 2 – HD Barcode for tax stamps with dot pattern

South Africa’s diamond-shaped imprint
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‘World’s Most Advanced 2D Barcode’
and ‘Next Generation Secure Hologram’
Two companies looking to enter
the tax stamp market with their
serialisation and secure hologram
solutions are Complete Inspection
Systems (CIS) from Florida and
a new British company, Bowater
Holographics. CIS claims its
2D barcode is the most advanced
in the world, and Bowater has
launched what it calls the ‘next
generation of industrally produced
secure holograms’.

Bowater’s Full Colour
3D Holograms
Bowater’s new kinetic reflection volume
holograms – BowaterHologram™ Kinetic
– are 3D images in full colour, ‘suspended’
in a completely transparent polymer. The
company says BowaterHologram Kinetic
eliminates the potentially confusing rainbow
effects of more common embossed
holograms because the images are stable,
full colour and switch between each other
as the hologram is tilted (for example, its
specimen £6 banknote switches between
images of the Queen and Winston Churchill
on completely different backgrounds).

BowaterHologram Kinetic

Tim Sandford, CEO of Bowater, claims
this type of hologram is more difficult to
counterfeit than the embossed variety;
certainly, there are only two suppliers of
the holographic photopolymer on which
these holograms are made: DuPont and
Bayer Material Science (Bowater uses
Bayer’s material), both of which have
stringent supply controls. Also, the
unambiguous on/off switch effect of the
images makes it more difficult to deceive
people with counterfeiting attempts.
In addition to the intrinsic holographic
characteristics of its new technology,
Bowater is currently developing covert
security in the form of multi-spectral
marking and imaging – together with
requisite reader – that can be embedded
in the hologram.

Furthermore, the company’s
BowaterHologram™
Numeric solution allows
the holograms to be
serialised with individualised
data, whether biometric,
alphanumeric, barcode
or graphic.

Although the amount of data contained
in the HD Barcode compared to traditional
codes is much larger, the physical size of
the code does not have to be large. The
code on the stamp in Fig 2 is about 5mm
square and can contain about 60 characters.
A recent new feature is the ability to provide
the code as a ‘dot pattern’ only.

BowaterHologram Numeric

All these technologies come together on
the BowaterHolotronic™ Seal, a combined
hologram/RFID chip designed to facilitate
track and trace or other data-intensive
requirements. The company aims to have
this solution available later on in the year.

Fig 2 – HD Barcode for tax stamps with dot pattern

BowaterHolotronic Seal

Tim Sandford will be presenting Bowater’s
solutions as they relate to tax stamps
and track and trace programmes, during
September’s Tax Stamp Forum™ in Dubai,
where the company will also be exhibiting
as a gold sponsor.

Complete Inspection Systems’
High Definition Barcode
CIS has become the exclusive developer,
for HD Barcode LLC, of a new encrypted
barcode – called HD Barcode™ –- which can
hold 175 times more data than traditional
2D barcodes, such as datamatrix and QR.
Whereas the traditional codes are limited
to about 4 kilobytes of data, CIS claims
the HD Barcode can encode up to 703
kilobytes. This means it can easily contain
comprehensive information, including
product specs, information for product use
in multiple languages, full-colour images
and HTML and Zip files.
For authentication purposes, a single HD
Barcode can contain: information such
as the stamp’s alphanumeric serial number
that matches the visible printed number;
full colour images of a security feature
on the stamp, such as
a hologram (see Fig 1);
covert features in the
HD Barcode itself that
distinguish it from a copy.
Fig 1 – a Bowater Numeric hologram image with text information
below (used as an example only),
contained in an HD Barcode

The scanning and decoding of the HD
Barcode is carried out via smartphone using
a proprietary reader application that is only
available to authorised personnel. The code
is a ‘self-contained’, autonomous feature in
that it requires no database – and therefore
no Internet connection to that database.
HD Barcode works well in a full-blown
track and trace system, as it can hold the
entire supply chain history of the product,
from manufacturing to point-of-sale,
without recourse to a database.
At the recent Global Forum on Access
to Safe Medicines, Gary Parish, President
of CIS, used the example of cases of
pharmaceutical products to describe how
the HD Barcode track and trace system
work. The system consists of scanning,
updating and reprinting the code onto
different labels at different points in the
supply chain, as follows:
The first HD Barcode label, containing
manufacturer and production details,
is generated and applied to the cases
with thermal transfer printing;
At the manufacturer’s warehouse,
the label is scanned, warehouse and
shipping data are added to the scanned
information, and the code is reprinted on
a second label applied on top of the first;
When the goods arrive at the distributor’s
warehouse, the second label is scanned
and new data – including that pertaining to
the final point-of-sale – is added to create
label 3, which is applied on top of label 2.
Label 3 holds the full manufacturing and
distribution history of the product.
Gary Parish is happy to report that CIS
has already been approached by several
potential customers interested in applying
the HD Barcode technology to tax stamps.
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Another Well-Timed KPMG Study (Continued)
Dedicated forum – currently, there are
limited support mechanisms and guidance
available for governments to implement
track and trace, says the report. It will be
necessary to create a dedicated forum
involving all stakeholders to establish open
standards and develop an architecture
for tobacco track and trace that can be
adopted by governments. The forum
should also consider delivering a ‘base’
track and trace system to enable
low-cost deployments.
Information-sharing – systems should be
flexible enough to be adjusted to national
needs and cope with technological changes.
Governments should ensure that systems
are capable of practical adoption in smaller
businesses within the tobacco supply chain.
Competition between providers –
governments should encourage competition
in the market by conducting open
procurement, and allowing multiple providers
with varied technologies to offer their
track and trace solutions, as long as they
comply with the agreed open standards.

Two provider groups

The report goes on to describe two different
groups of track and trace solution providers
with two different backgrounds: IT/data
processing and security printing. These two
groups sit within the highly fragmented anticounterfeiting and brand integrity market,
3.5% of which is dedicated to tobacco
products. However, this percentage is
expected to grow by approximately 15%
per annum until 2024.

Security printing companies

The report says that security printing
companies primarily offer product
authentication solutions and secure printing
technologies, using, for example, inks,
holograms, watermarks and taggants.
Some of these companies offer tax stamps
with combined tax verification, authentication
and track and trace functions, which have
the potential to be integrated into existing
business and IT processes. The report says
this appears to be one of the reasons why
these companies recently expanded their
services to include track and trace.
(Here, the report is somewhat misleading,
because it gives the impression that security
printing companies are brand new to track
and trace, when in fact some of them have
been active in the domain for over ten years
and have built a broad client base.)
The report goes on to say that deployments
of security printing companies’ technologies
have tended to be in individual businesses
and interoperability with other systems has
been infrequent.
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(Here again, the report is misleading in
that it does not account for the significant
number of tax stamp programmes with
integrated track and trace systems that
have been introduced over the past
few years on both tobacco and alcohol
products – not to mention other excise
goods like non-alcoholic beverages.)
The report adds that due to their heritage
and background, security printing
companies tend to believe that proprietary
technologies are important and protect their
competitiveness in the market. It is likely
that they will continue to deploy proprietary
technology unless they are requested to
comply with open standards.

IT/data processing companies

IT/data processing companes focus more
on data collection and logistics capabilities,
says the report. They tend to work on
track and trace solutions for supply chain
management and logistics, and support
supply chains which cut across different
companies’ systems, such as ERP. The key
strengths of IT/data processing companies
lie in dealing with a large amount of data
from various stakeholders in different stages
of the supply chain. As these stakeholders
often have different systems, IT companies
tend to be more supportive of standards.
The report says that IT/data processing
companies appear better placed to meet
the Protocol requirements than security
printing companies, as they:
Often deploy their systems on a larger
scale, leaving them better prepared
to roll out unique identifiers for a high
volume product such as tobacco;
Tend to have greater capabilities
regarding the aggregation of product units
and the representation of the parent/child
relationship in the data being gathered;
Tend to be more amenable to their
system being operated by other parties,
whereas security printing companies
prefer to retain direct control, potentially
hindering cross-border deployment;
Tend to make use of widely accepted
standards and often design systems
to interface with a range of applications,
which would facilitate the sharing of
track and trace data.

Another case of perfectly
timed astroturfing?

The report clearly states that although it
was prepared for the Digital Coding and
Tracking Association, the views expressed
therein are those of KPMG and GS1. But just
as suspicions of perfectly timed astroturfing
were raised a few months ago over another
KPMG study – on Australia’s plain packaging
– so the same suspicions loom here.

(Astroturfing is the practice of masking
the sponsors of a message to give it the
appearance of coming from a neutral party.)
This new study is indeed well-timed, in that
it was released just after the adoption of
the revised EU Tobacco Products Directive.
The Directive calls for both an interoperable
track and trace system and overt and
covert security features – although the
security feature requirements are completely
separated from those for track and trace.
The next step in the implementation of
these two measures is for the European
Commission, assisted by a committee, to
determine the technical standards for both.
The timing of the report is also in line with
the current status of the FCTC Protocol,
the ratification of which has allegedly been
slowed by the lack of guidance available
to FCTC parties on the technical and
functional aspects of track and trace and
the global information sharing point (see
TSN Vol 6, No 4).
The report clearly makes a case for IT and
data processing companies as the best
providers of track and trace systems, to the
detriment of security printing companies.
This endorsement could be interpreted as
a form of indirect support for the tobacco
industry’s own Codentify® digital marking
system, which does not currently incorporate
physical security features. But although
Codentify may possess some of the attributes
for FCTC compliance, its attachment to the
tobacco industry ultimately has the effect
of nullifying these attributes.

What did the interview
programme really consist of?

Another question raised by the report
relates to the interview programme which
forms its evidential base. There is no
description in the report of the methodology
used for the interviews, so we do not know
how the interviews were carried out, with
how many and what kind of stakeholders,
what specific questions were asked, and
how the gathered answers was analysed.
The only indication as to which groups of
stakeholders were included in the interview
programme can be found in the quotes
sprinkled throughout the report, which are
attributed to a ‘security printing provider’,
‘customs officer, Europe’, ‘senior customs
officer, Europe’, ‘international/European
pharmaceutical manufacturer’, ‘sustainable
timber track and trace expert’ and ‘NGO
working in this area’. The missing methodology
therefore begs the question: what did the
interview programme really consist of?
The full report is available to download at
www.gs1.org/track_trace_tobacco_report

Coded Holograms:
Keeping the Supply Chain Secure
By Ian Lancaster, General
Secretary, International Hologram
Manufacturers Association

Everyone involved in the goods supply
chain has learnt the value of security
holograms and will be reassured by their
presence on products and/or packaging,
recognising the benefits they provide.
However, as coding and serialisation
become mandated in various countries
for products such as medicines and
tobacco products, the ability to incorporate
QR, datamatrix and other types of code
into holograms further enhances the role
they canplay in supply chain control. Ian
Lancaster, of the International Hologram
Manufacturers Association (IHMA)
highlights the latest developments.
Companies have to contend with challenges
stemming from supply chain security
lapses (which can result in theft, diversions
and product recalls), counterfeiting and
regulations. In addition, these factors can
impair the health and reputation of companies
by adversely impacting on profits, brand
credibility and research initiatives. With
industry, regulatory authorities, security
agencies and governments around the world
realising the significance of implementing
product tracking and tracing systems which
build on product serialisation, it becomes
mandatory for those in the supply chain
to comply with legislation pertaining to the
locations in which they operate. Even where
this is not mandated by law, tracking and
tracing systems improve defences against
counterfeiting and other infringements
as well as improving distribution and
inventory control.
Typically, distribution systems run the gamut
of manufacturers, wholesalers, distributors,
stockists and retail outlets before products
reach the end user or customer. Ensuring
product protection, including authentication
capabilities, across various touch points
throughout the supply chain through track
and trace implementation, is important to
address the challenges industry faces.
Apart from providing visibility and full
traceability from manufacturer to consumer,
successful serialisation programmes can
prove to be a key differentiator and a clear
competitive advantage for companies.

Today, Quick Response (QR) codes, which
use four standardised encoding modes
(numeric, alphanumeric, byte/binary and
kanji) to efficiently store data, are being
linked with holograms to provide integrated
track & trace and authentication solutions.
Among other benefits, these solutions can
help governments improve excise duty
collection and minimise product counterfeit,
contraband and illegal parallel trading by
enabling tracking of each saleable item
from its point of origin to the point of sale.
Incorporating these codes in to a hologram
delivers authentication of the product and the
code in one feature, making this an efficient
and effective method of product protection.
Systems like Andrews & Wykeham’s
THESEUS™ can also be applied as an
anti-counterfeit solution. Not only do
systems like this one assist in maximising
tax collection and reducing counterfeits,
they are also tools the government can
use to leverage public confidence.
THESEUS, for example, includes an
open internet interface, which enables
any member of the public to verify
products are genuine and duty-paid.
It uses high-security labels with holographic
and security print features, carrying twodimensional QR-format barcodes with
item-specific information. These codes
are protected from unauthorised access
and reproduction by state-of-the-art
electronic digital signature (EDS) technology.

Andrews & Wykeham’s high-security label with
holographic and security print features, and QR code

Another technology finding its way to
increased integration with holography is
coding foil, which is used to stamp various
markings onto product packaging by
means of a coding device. These markings
provide the consumer with important
information such as a product’s expiration
date, production date, weight, or price,
and are especially beneficial when it comes
to the need to mark a product’s quality
or add high performance labelling.

Coding foils are just one product that can
be integrated with holograms to boost the
role played in supply chain control. Kurz’s
TRUSTSEAL® range of difficult-to-copy
holographic authenticity features can be
combined with the web-based TRUSTCODE®
identification system. TRUSTCODE connects
the real world to the virtual one: detailed
product information can be accessed by
buyers, retailers, customs officials and
brand owners using different smartphone
scanning processes. The company has
also developed diffractive 2D barcodes
with an appealing aesthetic that enhances
the value of the product.
Rather than being printed, the barcode
is applied as a foil into which the actual
code has been incorporated as a diffractive,
holographic-like structure.

Kurz’s diffractive 2D barcodes

Elsewhere, companies like MTM Technologies
are pioneering other coded holography
solutions such as the HoloTag to protect
against brand piracy and product theft in
the supply chain within the framework of
its integrated security concept. Integrated
with other technologies, the MTM hologram
linked with a taggant combines visible
proof of any tampering with an individual
security code for authentication.
The HoloTag 2D barcode system has
applications in many areas: from government
revenue collection to publishers and
manufacturers of products. Checks can
be carried out within the supply chain
with a HoloTag track and trace mobile
application that can be downloaded
onto most smartphones, or accessed
from a browser, allowing the user to
gather information in the field and track
this in real time.
Unquestionably, one of the keys to the
success of holograms since the early 1980s
has been the ability to adapt and constantly
find new roles. We will undoubtedly see
more and more interesting developments
for the technology that will offer far reaching
benefits that develop and expand further
the role of track and trace.
www.ihma.org
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Highlights of the 5th Tax Stamp Forum
The programme for the forthcoming
Tax Stamp Forum™, which will be the
fifth since the event was launched in
2009 and which takes place this year
from September 15–17 in Dubai, is
nearing completion and full details will
be published shortly. In the meantime,
details of three of the highlights of the
event – the workshop and two panel
discussions – are now available.
The workshop will be on ‘The Anatomy of a
Tax Stamp’ and will focus on the practical
steps in terms of design, substrates, features,
print, finishing, coding and application
that are involved in the specification and
delivery of tax stamps. These may have
started out as simple printed items with
rudimentary security, but have evolved into
complex, multi-layered security devices
with production monitoring and track
and trace capability, all of which need
to be incorporated into something often
no larger than a postage stamp.
Critical to their function(s) is the design,
juxtaposition and combination of features
(overt, covert and forensic), aesthetic
imagery, and coding technologies (visible
and invisible) to provide a stamp that not
only serves as proof of payment of duty,

but enables authentication by multiple levels
of users and also serves as a carrier for
the data that enables supply chain security.
This workshop will take participants through
all the stages of tax stamp production, from
initial specification through to final activation
and application. Both current and emerging
technologies will be covered, allowing those
responsible for specifying and issuing tax
stamps to compare and evaluate the different
options. The cost implications of the various
technologies will also be considered.
‘The Anatomy of a Tax Stamp’ will be
presented by Dr David Tidmarsh of
Reconnaissance International, an expert
in the document security industry, together
with a panel of industry experts from the
different fields of security design, feature
development, production and integration.
Together they will provide an in-depth and
practical examination of what is available in
the market, enabling customs and revenue
agencies to specify solutions that meet the
specific requirements of their jurisdictions.
During the conference itself, meanwhile,
there will be two panel discussions
alongside the presentations.

The first – ‘Around the World in 80 Minutes’
– will comprise revenue departments from
four corners of the world, each with very
different experiences of tax stamp programmes
(from a country that doesn’t use them at all
through to one with a programme including
full-blown track and trace).
A series of questions/topics will be posed
to each representative on the specific
challenges/issues in their country and
why they have taken the route they have,
enabling other revenue agencies from
around the world to identify suitable models
and practices for their own countries.
The second panel discussion will be on
‘Track and Trace: Why/Why Not?’ As noted
on page 2, only a very small proportion
of countries have schemes that include
full-blown track and trace. Why not more?
Is it due to inertia, to lack of understanding,
or funding, or resistance from industry
– or a combination of these and other
factors? This panel discussion will include
representatives from across the spectrum
of users, manufacturers and suppliers and
will help enlighten the audience on both the
benefits of track and trace, and the barriers.
More information about the Tax Stamp Forum
can be found at www.taxstampforum.com
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