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Executive Summary

Excise duty on nicotine pouches has applied in Slovakia since February 2025 at a rate of €100/kg. Under the legislation currently in
force, the rate is set to increase to €200/kg from February 2027. Unless the law is amended before then, the rate will therefore double.

For a reference pack of 20 pouches with a total weight of 14 grams, the excise duty alone would rise from €1.40 to €2.80.

The study assesses how that change would affect prices, legal-market sales and public revenue from excise duty and value added tax
(VAT). It compares the current rate of €100/kg, the legislated future rate of €200/kg and two more moderate alternatives, at €110/kg
and €150/kg. The analysis draws on excise duty returns, retail data, a regional comparison and a scenario-based fiscal model that
assumes full pass-through of the duty increase to consumer prices. The study does not quantify the health effects of individual

products; it focuses on the fiscal and market implications of the rates assessed.

The main conclusion of the analysis is clear: the €200/kg rate is not the most fiscally
advantageous of the options assessed. Under more sensitive assumptions, it may reduce
revenue below the current level. It also creates the highest risk of purchases shifting
away from Slovakia’s legal market.

WHY A HIGHER RATE MAY PRODUCE A WEAKER OUTCOME

The fiscal outcome depends on how consumers respond to higher prices. Some will reduce consumption, while others may shift their
purchases to neighbouring countries or foreign online retailers. In both cases, the volume of sales on which Slovakia collects excise

duty and VAT declines. Beyond a certain point, further increases in the rate may therefore cease to raise public revenue.

WHAT THE ANALYSIS SHOWS

Under the central model variant, the €200/kg rate would generate approximately 5% more revenue than the current rate. It would,
however, generate around €1.55 million less than the €150/kg rate. The €150/kg rate produces more revenue than €200/kg in three
of the four variants tested.

Compared with a rate of €110/kg, increasing the rate to €200/kg would generate only around €196,000 in additional revenue, less
than 1% of projected revenue. Yet the estimated share of cross-border and online purchases would rise from approximately 11% to

more than 35%. The €110/kg rate also generates more revenue than the current rate in all variants tested.

Excise duty rate Total tax revenue Estimated share of cross-border and online
purchases

€100/kg — current rate €24.88 million 9.8%

€110/kg €25.92 million 10.9%

€150/kg €27.67 million 20.0%

€200/kg — legislated rate €26.11 million 35.3%

Source: authors’ calculations based on the results presented in Chapter 8.



EXECUTIVE SUMMARY ICE ANALYTICAL STUDY

Regional differences in rates increase the risk of purchases shifting away from Slovakia. Slovakia already has the highest rate among
the five countries compared. After an increase to €200/kg, the Slovak rate would be approximately 2.5 to 5 times the rates that
neighbouring countries are set to apply under their legislation currently in force. For a product that can be easily transported or
ordered online, such a differential creates a strong economic incentive to purchase outside Slovakia’s legal market. A substantial price
gap also creates a risk that some consumers will develop cross-border or online purchasing habits that may persist even after a

subsequent adjustment of the rate.

The results therefore do not provide a compelling fiscal justification for retaining the legislated increase to €200/kg. This rate does
not generate the highest projected revenue, its outcome varies most markedly with the assumptions applied, and it is associated with

the highest estimated shift in purchases away from Slovakia’s legal market.

RECOMMENDATION
The €150/kg rate is the strongest of the options tested if the primary public policy objective is to maximise projected revenue under
the central model variant. Its revenue advantage, however, is associated with an estimated shift of approximately one-fifth of

purchases away from Slovakia’s legal market.

Given the current state of knowledge about the market, the study considers a more
moderate increase to approximately €110/kg to be preferable. This rate achieves
almost the same projected revenue under the central model variant as €200/kg,
generates more revenue than the current rate in all variants tested, and is associated
with a substantially lower estimated shift in purchases.

The recommendation of a rate of approximately €110/kg does not represent a precisely calculated optimum. The duty has applied
only since February 2025, no dedicated econometric estimate of Slovak consumers’ price sensitivity is yet available, and the model
did not test the entire range between €110/kg and €150/kg separately. The results nevertheless clearly support a more moderate

increase rather than a one-off doubling of the rate to €200/kg.

Current EU law does not require Slovakia to apply a rate of €200/kg, and the proposed European framework has not yet been adopted.
A Presidency compromise text circulated by the Cypriot Presidency in May 2026 discussed a minimum level for nicotine pouches from
2032 of 50% of the retail selling price inclusive of all taxes or €80/kg. The text was not adopted, but it illustrates that negotiations on
future European harmonisation also considered a weight-based minimum substantially below Slovakia’s €200/kg. Slovakia can

therefore base its decision on domestic fiscal and market conditions.

Following any adjustment of the rate, regular monitoring should cover taxed volume, retail prices, tax revenue, rates and prices in
neighbouring countries, and purchases outside Slovakia’s legal market. Once at least 12 months of data are available, the level of the

duty can be reassessed.
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2. Introduction, purpose and context of the study

2.1 Context and purpose

Excise duty on nicotine pouches has applied in Slovakia since 1 February 2025 at a rate of €100/kg. Under the legislation currently in
force, the rate is set to increase to €200/kg from 1 February 2027. For the reference pack used in this study, containing 20 pouches
with a total weight of 14 g, the excise duty alone therefore rises from €1.40 to €2.80. The final price effect depends on the extent to
which the duty is passed through to the retail price and on VAT. The fiscal outcome is also affected by consumer responses and the

share of consumption that remains within Slovakia’s legal-market tax base.

Slovakia’s position in an open regional market is a significant factor. Nicotine pouches can be readily purchased during personal travel
to neighbouring countries or from foreign online retailers. A substantial price differential relative to surrounding markets may

therefore shift some purchases away from Slovakia and weaken the expected benefit of a higher rate.

The study aims to assess how rates of €100/kg, €110/kg, €150/kg and €200/kg may affect prices, legal-market volumes and total
public revenue from excise duty and VAT. The central question is whether the legislated increase to €200/kg will generate higher and
sufficiently robust revenue, or whether this rate may lie above the revenue-efficient range. A supplementary analysis calculates, on
an indicative basis, what change in the rate on cigarettes or heated tobacco products would correspond to the difference in revenue
between the individual scenarios for taxing nicotine pouches. This is a linear comparison at an unchanged volume, not a model of

consumers switching between products.

2.2 Product risk profile

Nicotine pouches do not contain tobacco, and their use involves neither combustion nor the inhalation of smoke. For adult smokers
who completely replace cigarettes with nicotine pouches, they may therefore represent a lower-risk alternative and reduce exposure
to many of the harmful substances associated with smoking. They are not, however, risk-free. They contain addictive nicotine, and
high-dose products may produce nicotine levels comparable to or higher than those of cigarettes. Evidence on the long-term effects
of their use remains limited (FDA, 2026; BfR, 2022).

The study neither quantifies the health effects of individual products nor assesses nicotine pouches as a smoking cessation aid. Their
relative risk profile is included solely as part of the broader public policy context for setting the taxation of different nicotine and

tobacco products.

2.3 Analytical approach and limitations

The analysis combines data on declared volumes subject to excise duty and excise duty revenue, weighted retail data on prices and
sales, a regional comparison of rates, available data on cross-border and online purchases, and international literature. The fiscal
model uses the legal-market volume over the latest 12 months for which data are available and separately captures three
mechanisms: the change in total demand in response to price, in-person cross-border shopping and online purchases from abroad.

VAT revenue is estimated from modelled legal-market sales, as it is not publicly available at the level of individual product categories.

The central model variant is complemented by sensitivity variants based on different assumptions regarding price elasticity and
consumers’ propensity to make cross-border and online purchases. The Slovak market does not yet provide a sufficiently long time
series for a reliable econometric estimate of own-price elasticity, and the scale of purchases outside Slovakia’s legal market can be
captured only approximately. The model is therefore intended to compare the fiscal effects of the individual rates under transparently

stated assumptions, rather than to provide a precise forecast of future revenue. It does not identify a single precisely defined optimal
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rate. The main assessment criteria are the robustness of projected revenue and the risk that Slovakia’s legal-market tax base may

erode.

3. Scope of the excise duty and the legislative framework
in Slovakia

This chapter defines nicotine pouches as the subject of the analysis and outlines their position within Slovakia’s legal and tax
framework. It also explains the excise duty base, the current rate and the already legislated future rate, and the reference pack used

in the fiscal calculations.

3.1 Definition of nicotine pouches

A nicotine pouch is a product containing nicotine that is used in the oral cavity, contains neither tobacco nor genetically modified
tobacco, and is not consumed through combustion or inhalation. Act No. 89/2016 Coll. on the manufacture, labelling and sale of

tobacco products and related products refers to it as a “tobacco-free nicotine pouch” (Section 2(3)(r)).*

One distinction is important for the analysis. Act No. 106/2004 Coll. on Excise Duty on Tobacco Products does not classify a nicotine
pouch as a tobacco product, but as a “tobacco-related product” (Section 19ab).? Its taxation is therefore governed by the Act on Excise
Duty on Tobacco Products, even though the pouch itself contains no tobacco.

Of the regulatory rules under Act No. 89/2016 Coll., only those defining the legal product and market are material to this study.
Nicotine content may not exceed 20 mg per pouch (Section 15a), sales to persons under 18 are prohibited, and the manufacturer,
importer or distributor must comply with notification obligations to the Slovak Trade Inspection before placing the product on the

market.

3.2 Introduction of excise duty in February 2025

Excise duty has applied to nicotine pouches since 1 February 2025. It was introduced by Act No. 233/2024 Coll., which amended Act
No. 106/2004 Coll. and extended the scope of the excise duty to tobacco-related products, namely e-cigarette liquids, nicotine

pouches and other nicotine products.3

Excise duty liability arises in several defined situations. These include, in particular, manufacture in the tax territory, meaning the
territory of the Slovak Republic; receipt of a product from another Member State; importation from a third country; and supply to a

Slovak consumer from another Member State through distance selling.

The excise duty base is the quantity of the product in the consumer pack, expressed in grams and rounded to three decimal places
(Section 19ab(37) of Act No. 106/2004 Coll.). The amount of duty is therefore determined by the product’s weight, not by its price,
the number of pouches or its nicotine content. As the Act calculates the duty by weight while consumers compare prices per pack,

the model converts the weight-based rate to a standardised consumer pack (Section 3.3 of this study).

1 Act No. 89/2016 Coll. on the manufacture, labelling and sale of tobacco products and related products, as amended.
2 Act No. 106/2004 Coll. on excise duty on tobacco products, as amended.
3 Act No. 233/2024 Coll. amending Act No. 106/2004 Coll. on excise duty on tobacco products, as amended, and amending certain other acts.
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3.3 Excise duty rate and its equivalent per consumer pack

The Act sets the excise duty rate in two stages. From 1 February 2025 to 31 January 2027, the rate is €0.10/g (Section 44ai(27) of Act
No. 106/2004 Coll.); from 1 February 2027, it rises to €0.20/g.*

Table 1: Statutory excise duty rate on nicotine pouches and its equivalent per kilogram

Period Statutory rate Equivalent per kilogram
1 February 2025 to 31 January 2027 €0.10/g €100/kg
From 1 February 2027 €0.20/g €200/kg

Source: Act No. 106/2004 Coll., Section 44ai(27); authors’ calculations.

Because the duty is set by weight, the amount payable per pack depends on the pack weight. For a reference pack of 20 pouches with
a total weight of 14 g, the excise duty amounts to €1.40 at a rate of €100/kg and €2.80 at €200/kg. The legislated increase therefore
raises the excise duty attributable to such a pack by €1.40.

To ensure comparability across scenarios, the study uses a standardised reference pack of 20 pouches weighing 0.7 g each, or 14 g in
total. The actual parameters of individual products and changes in the product mix may differ from this value and are discussed in
Chapter 4.

These amounts represent the excise duty, not the final price or an automatic increase in the retail price of exactly €1.40. The final

price effect depends on the extent of tax pass-through and on VAT, as discussed in Chapters 7 and 8.

3.4 Labelling, authorisations and transitional period

Consumer packs of nicotine pouches intended for sale or supply on the Slovak market must generally bear a tax stamp. Supply to a
Slovak final consumer from a foreign online retailer is an exception: excise duty becomes chargeable in Slovakia, but the Act does not
require the consumer pack to bear a tax stamp. Trading and distribution require authorisation from the customs office. Persons
wishing to continue or commence trading or distribution immediately from 1 February 2025 were required to apply for authorisation
by 31 December 2024. Later applications are subject to the general regime, and trading may begin only once authorisation has been

granted.

Under the transitional arrangements, consumer packs received, supplied or imported into the tax territory before 1 February 2025
and not bearing a tax stamp could be sold, offered for sale or stored until 30 June 2025. This is important when interpreting data for
the first months of 2025. The parallel sale of older, unstamped stocks that were not subject to the new excise duty regime was legally
permitted; consequently, the first months after the introduction of the duty may not accurately reflect the stabilised volume of the
taxed market. The legislation alone does not, however, establish that any particular month’s revenue was caused by the sell-off of

existing stocks. It confirms only that such parallel sales were permitted.

For cross-border and online purchases, two legal situations must be distinguished. The personal transport by an individual of nicotine
pouches from another Member State for their own use is exempt from excise duty up to a quantity of 500 g. Where a foreign online
retailer supplies a Slovak consumer from another Member State, however, excise duty becomes chargeable in Slovakia. A distance
seller must also use a system that enables verification at the time of sale that the purchaser is at least 18 years old.> Any erosion of

the Slovak tax base through online sales may therefore arise primarily from non-compliance with legal obligations, rather than

4 Financial Directorate of the Slovak Republic: Information on the amendment to Act No. 106/2004 Coll. on excise duty on tobacco products in connection
with the taxation of new products by excise duty on tobacco products, 22 November 2024.

5 Act No. 377/2004 Coll. on the protection of non-smokers and on amendments to certain acts, as amended, Section 6(2).
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automatically from the fact that a purchase is made from a foreign online retailer. Chapter 5 examines the legal treatment and

guantification of these channels in greater detail.

3.5 Basis for the subsequent analysis

The study consistently distinguishes three levels of the rate. €100/kg is the current rate in force. €200/kg is the legislated future rate,
effective from 1 February 2027 under the law in force at the date the study was finalised. The rates of €110/kg and €150/kg are solely

analytical alternatives tested by the study and do not form part of the legislated excise duty schedule.

4. The nicotine pouch market, 2024-2026

4.1 The excise duty rate as the reference framework

Excise duty on nicotine pouches was introduced in Slovakia on 1 February 2025 at a rate of €100/kg. Under the legislation currently
in force, the rate is set to double to €200/kg from 1 February 2027.6 The current rate and the legislated increase provide a common
reference point for the remainder of the study: the regional comparison of rates and prices in Chapter 5, the fiscal simulation model
in Chapter 7 and the revenue scenarios in Chapter 8 are based on €100/kg as the current rate and €200/kg as the legislated future
rate, alongside the alternatives of €110/kg and €150/kg.

4.2 Market volume and price developments

The Slovak nicotine pouch market has grown markedly since 2024, and that growth had begun even before the duty was introduced.
According to weighted retail data, the average consumer price of a 20-pouch pack rose from €4.34 at the beginning of 2024 to €5.48
in April 2026, an increase of approximately 26%. This increase cannot, however, be attributed solely to the introduction of the duty.
The weighted average pack content also rose, from 20.0 pouches at the start of the period to 22.4 pouches in April 2026. This suggests

that part of the increase in the price per pack reflects a change in the product mix, and not solely an increase in the price per pouch.

This weighted average price (€5.48 for a 20-pouch pack) is used as the current reference price both in the regional price comparison
and in the fiscal simulation model. The model uses a fixed reference pack of 20 pouches weighing 0.7 g each. The observed increase
in weighted average pack content to 22.4 pouches is therefore methodologically relevant primarily when converting legal-market
volume in kilograms into the number of packs for the VAT estimate. It does not affect legal-market volume expressed in kilograms,

which is taken directly from excise duty returns.

The growth trend is also confirmed by an independent source based on a different dataset: monthly retail scanner data from the
Ministry of Finance of the Slovak Republic. According to this analysis, sales of nicotine pouches in Slovakia grew by 32.2% per year
and in June 2025 were 2.3 times the level recorded three years earlier (Hudcovsky & Morvay, 2026). The consistency in the direction
and broad magnitude of growth across two independent sources lends greater credibility to the conclusion that this is a structural

rather than merely short-term development.

4.3 Actual excise duty revenue

The most reliable indicator of how the expanding market has translated into public revenue is the excise duty revenue actually

collected, calculated directly from excise duty returns compiled by the Institute for Financial Policy of the Ministry of Finance of the

6Act No. 106/2004 Coll., Section 44ai(27); for details on the scope of the duty and the rates, see Chapter 3.
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Slovak Republic (IFP, 2026). From the introduction of the duty in February 2025 to April 2026, a total of 165,248 kg of nicotine pouches
was declared. At a rate of €100/kg, this corresponds to excise duty revenue of €16,524,790 over 15 months.

Figure 1: Monthly and cumulative excise duty revenue from nicotine pouches, February 2025-April 2026
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Source: IFP/Ministry of Finance of the Slovak Republic; authors’ calculations.

The monthly revenue profile is uneven. A slow start in the first two months following the introduction of the duty (€32,000 in February
and €424,000 in March) was followed by a pronounced peak in April 2025 (€1.70 million), which may be associated with temporary
inventory or reporting effects following the introduction of the duty.7 After this one-off effect, monthly revenue settled within a range

of approximately €0.9 million to €1.55 million, with no clear upward or downward trend over the remaining 12 months.

This result should also be compared with the working assumption about the size of the market. At a reference weight of 0.7 g per
pouch, the volume actually declared over the most recent 12 months (143,675 kg) corresponds to approximately 205 million pouches
per year. The figure of 143,675 kg is a direct input into the fiscal simulation model in Chapter 7 and the baseline against which all

scenarios in Chapter 8 are expressed. At an unchanged rate of €100/kg, the model reproduces this figure exactly.

4.4 Estimated VAT revenue

Unlike excise duty revenue, VAT revenue is not published by product category and must therefore be estimated rather than taken
from observed data. The estimate combines the actual declared volume with the weighted consumer price of nicotine pouches
inclusive of VAT, using the standard VAT rate of 23% in force since 1 January 2025. At a reference weight of 0.7 g per pouch, estimated
VAT revenue over the same 15-month period amounts to €11.8 million. Together with excise duty, this represents combined excise

duty and VAT revenue of approximately €28.3 million.

This estimate is considerably more sensitive to the input assumptions than excise duty revenue, which is taken directly from Ministry
of Finance data. Throughout this study, including in the fiscal simulation model in Chapter 7, the VAT estimate consistently uses a

reference weight of 0.7 g per pouch and a 20-pouch pack, corresponding to the predominant standard format on the Slovak market.

"The sale of unstamped stocks received, supplied or imported before the introduction of the duty was permitted until 30 June 2025; see Section 3.4 of this

study.
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The figures stated above (€11.8 million in VAT revenue and €28.3 million combined) cover the 15-month period since the introduction
of the duty. To ensure comparability with the fiscal simulation model in Chapter 7, which uses a 12-month baseline, the corresponding
VAT estimate for a 12-month period is approximately €10.2 million and combined excise duty and VAT revenue approximately €24.6
million.8

5. Regional context, cross-border shopping and online
purchases

Slovakia is part of the EU single market, which guarantees the free movement of goods. It is therefore necessary to account for the
fact that some consumer purchases may take place in other EU Member States through cross-border shopping or online purchases.
This chapter compares excise duty rates on nicotine pouches in Slovakia and four neighbouring countries, assesses differences in final

consumer prices and estimates the extent of cross-border and online purchases encouraged by these price differentials.

5.1 Comparison of excise duty rates in the region

Nicotine pouches do not contain tobacco and do not fall within the harmonised framework of the Tobacco Taxation Directive, which
covers only products made from tobacco. Each EU Member State therefore currently sets its own tax base and rate independently,
without a binding minimum or a common taxation methodology. This explains why differences in rates between countries are
considerably greater than for conventional cigarettes.

Slovakia already applies the highest rate among the five countries compared, at the current level of €100/kg. The legislated increase
to €200/kg, which is not due to take effect until February 2027, will widen this gap substantially. From that point, the Slovak rate will
be 2.5 to 5 times the rates applied in the other four countries. The largest difference will be relative to Austria, where the rate will
reach only €45/kg in 2028. Both Czechia and Poland plan to increase their rates over a similar period, but from a much lower base.

The relative gap with the Slovak rate will therefore widen rather than narrow.

Table 2: Current and legislated future excise duty rates on nicotine pouches in Slovakia and neighbouring countries

Country Rate in national currency Equivalent Effective from Planned change

(€/ke)
Slovakia €100/kg 100 February 2025 €200/kg from February 2027
Czechia CZK 1,200/kg approx. 50 2026 CZK 1,700/kg (approx. €70/kg) from 2027
Hungary HUF 29,270/kg approx. 81 2026 No increase planned
Poland PLN 200/kg approx. 46 2026 PLN 250/kg (approx. €58/kg) from 2027
Austria €35/kg 35 April 2026 €40/kg (February 2027) - €45/kg (February

2028)

Source: national legislation and official information from the tax authorities of the countries concerned; authors’ calculations using ECB reference exchange
rates as at 30 July 2026.

8 The difference between the VAT revenue stated here and in the fiscal model arises from the different methods used to calculate the average price: a longer
15-month averaging period here, compared with the most recent price used in the model.
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5.2 Retail price comparison

The excise duty rate indicates only the tax burden per unit of product, not the final price paid by the consumer. The final price also
reflects value added tax, retail and distribution margins, and manufacturers’ pricing policies in each market, which differ between
countries independently of the duty rate. It is this final price, rather than the rate alone, that is relevant when assessing the incentive

for cross-border shopping.

Figure 2: Average retail prices converted to the equivalent of a 20-pouch pack in Slovakia, Czechia, Poland and Hungary
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Source: Nielsen ScanTrack; authors’ calculations.

At the end of the period observed, the standardised average price in Slovakia was lower than in Czechia but higher than in Poland and
Hungary. A price incentive to purchase outside Slovakia therefore already exists relative to some neighbouring markets, and a further

increase in the duty could strengthen it.

5.3 Cross-border and online purchases

The share of Slovak demand met through cross-border and online purchases can be approximated by combining Slovak survey data,

model assumptions and international analogies.

The model distinguishes two separate channels through which purchases shift away from Slovakia’s legal market: in-person cross-

border shopping and purchases from foreign online retailers. Each channel is calibrated separately, drawing on a different data source.

The Empty Can Survey (ECS), used to capture in-person cross-border leakage, recorded a 1.5% share of non-domestic (cross-border)
packs in Q3 2024, before Slovak excise duty on nicotine pouches was introduced. Following the introduction of the €100/kg rate in
February 2025, the share of non-domestic packs increased to 4.8% in Q3 2025. These two directly observed data points form the basis
for estimating the relationship between the price differential relative to neighbouring countries — weighted by the population of
individual regions according to their geographical proximity to the border —and the rate of in-person cross-border leakage. The model
uses a logistic curve to represent cross-border shopping behaviour. When the price differential between countries is small, leakage
increases gradually; as the differential widens, the volume of cross-border purchases rises more rapidly. The cap for this leakage
channel is set at 30%, drawing on the international analogies presented later in this chapter and with a view to maintaining realistic

assumptions about the potential scale of leakage.
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The online leakage channel is approximated separately, also from two data points: an estimated online purchase share of 0.5% before
the introduction of the duty (Q3 2024) and 5.0% at present, using a reference online price of €3.40 for the equivalent of a 20-pouch
pack. As with the in-person channel, the model uses a logistic curve, with the cap set at 38%, since online purchasing does not require

a physical border crossing and may therefore reach a broader group of consumers where the price differential is large.

At the current rate of €100/kg, the model estimates in-person cross-border leakage at 4.8% and online leakage at 5.0%, together
accounting for 9.8% of total demand. Under the legislated increase to €200/kg from February 2027, total cross-border and online
leakage is projected to rise sharply, by approximately 25 percentage points, to around 35%, depending on the variant selected for
elasticity and the slopes of the two leakage channels (Chapter 8). Under the €110/kg alternative discussed in Chapter 8, total leakage
is substantially lower, ranging from 8.2% to 12.8% depending on the variant — roughly one third of the level at €200/kg. These figures
are derived from a combination of direct measurement, model-based estimates and calibration to the Slovak market, and provide

inputs for the fiscal simulation model in Chapter 7.

International analogies from markets with a comparable pattern of cross-border purchases of tobacco and nicotine products can also
be used as an indicative check on the scale of these estimates. Friberg, Halseth, Steen and Ulsaker (2024) used the closure of the
Norwegian—Swedish border during the COVID-19 pandemic as a natural experiment. Based on sales data, they quantified the loss of
cigarette excise duty revenue attributable to cross-border shopping at 11.9%. Vedgy and Lund (2022) report that, according to a 2017
survey, 21% of snus users and 16% of smokers had purchased their most recent pack in Sweden. Their data also show substantial
regional differences in the place of purchase, particularly between border regions and more remote areas.

5.4 International experience with rate adjustments in response to cross-
border shopping

Experience from other EU Member States shows that, for easily transportable products, a substantial price differential relative to
neighbouring countries can shift purchases away from the domestic market and weaken the expected fiscal effect of a higher rate.
These cases cannot be applied directly to the Slovak nicotine pouch market, but they provide relevant illustrations of the mechanism

examined in this study.

Estonia provides a direct example of a rate adjustment in response to cross-border shopping. Following earlier increases in alcohol
excise duties, purchases by Estonian consumers in neighbouring Latvia became more widespread. Estonia therefore reduced alcohol
excise duty rates by 25% from July 2019, with the stated aim of limiting and reversing the shift in purchases to Latvia (Reinap, 2019).
According to a later summary by Estonia’s public broadcaster, the relative importance of alcohol purchased in Latvia fell by 33%
following the change (ERR, 2024).

The Danish experience is a somewhat different but equally relevant case. In October 2003, Denmark reduced excise duty on spirits by
45% in anticipation of the relaxation of rules on personal imports of alcohol within the EU and with the aim of limiting the risk of sales
and tax revenue shifting abroad. Between 2003 and 2004, recorded domestic sales of spirits increased by 16%, while total recorded
alcohol consumption fell by 2%. This development is consistent with some purchases shifting from abroad back to the domestic market
rather than with a comparable increase in total consumption (Grittner, Gustafsson and Bloomfield, 2009). Since the rules on personal

imports also changed at the same time, the effect of the tax reduction cannot be fully separated from the other changes.

In a subsequent analysis, the Danish Ministry of Taxation estimated that a hypothetical further reduction in excise duty on spirits,
lowering the retail price by approximately DKK 10 per bottle, would be 98% self-financing through changes in consumer behaviour
and reduced cross-border shopping. This is a model-based estimate, not a direct ex post calculation of the fiscal outcome of the 2003
reform (Skatteministeriet, 2006).

Both cases illustrate the importance of relative tax and price settings within an open market. The Estonian experience shows a direct
rate adjustment motivated by the scale of cross-border shopping, while the Danish case suggests that a lower rate may shift some

sales back to the domestic market and thereby offset part of the immediate revenue loss resulting from the lower rate. These
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experiences do not in themselves establish what rate would be optimal for nicotine pouches in Slovakia, but they support a cautious

assessment of a rate that substantially exceeds those in neighbouring countries.

6. Price elasticity of demand

The extent to which an increase in excise duty translates into public revenue depends primarily on how consumers respond to higher
prices — that is, on the price elasticity of demand. This chapter documents and justifies the price-elasticity input used by the fiscal
simulation model to convert a change in the duty rate into a change in legal-market volume. No dedicated econometric estimate is
yet available for the Slovak market. Given the relatively short period since excise duty was introduced on nicotine pouches, any
estimate would be limited to a short-run comparison of volumes before and after the introduction of the duty and would be distorted

by other factors occurring at the same time. The analysis therefore uses several variants drawn from the international literature.

6.1 Framework and limitations of the estimate for the Slovak market

The excise duty rate on nicotine pouches in Slovakia has remained unchanged since its introduction in February 2025, at €100/kg
throughout the period observed to date. The available Ministry of Finance data compiled by the IFP therefore contain no clean
exogenous price or tax shock from which own-price elasticity could be identified through regression. The market is also relatively new:
it emerged only in recent years and is still taking shape almost simultaneously with the introduction of the duty. The market is also
growing rapidly, which makes it harder to separate the price effect from the effect of an expanding user base. For these reasons,

elasticity estimates were drawn from the international literature and subsequently calibrated to the Slovak market.

6.2 Elasticity estimates from the international literature

Two independent international sources provide estimates relevant to the own-price elasticity of demand in this product area: one for

nicotine pouches and one for the closely related product snus:

Table 3: International estimates of the price elasticity of demand for nicotine pouches and snus

Source Market / product / period Elasticity and description

He et al. (2025, Addiction) United States, oral nicotine pouches (ONPs), retail  -0.23 (p < 0.05); Nielsen ScanTrack panel
sales, August 2021-July 2024 data, OLS, multiple specifications

Nguyen, Rosenqvist & Pekurinen (2012, Sweden, snus, time series 1955—-2009 -0.24; short-run price elasticity; different

PPACTE/THL) product, historical period, and regulatory

and pricing context

He et al. (2025) estimated elasticity using retail sales, which account for 92% of total sales of oral nicotine products in the United
States, over a sample period from August 2021 to July 2024. A 10% increase in price was associated with a 2.3% decline in sales (p <
0.05), corresponding to an elasticity of approximately -0.23. Nguyen et al. (2012) estimated the short-run price elasticity of demand
for Swedish snus at -0.24 using a time series covering 1955-2009. This is, however, a different product — traditional snus rather than

modern nicotine pouches — and the historical period and regulatory context also differ substantially.

The two values come from different markets, products and methods, yet are very similar, at approximately -0.23 and -0.24. These
estimates are useful, but they reflect the conditions of entirely different markets. The nicotine pouch market in Slovakia is relatively
new and growing rapidly. Such markets, with a larger share of experimenters and light users, may be more price-sensitive than

established markets, such as the Swedish snus market studied by Nguyen et al. (2012). This is also indirectly supported by Chaloupka
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et al. (2000), who estimated that the price elasticity of demand for tobacco products in developing markets was approximately twice

that in developed markets.

For this reason, the analysis uses four variants, A-D, rather than a single point estimate. These variants are linked directly to the
scenarios in Chapter 8. Variant A (-0.23) adopts the estimate from He et al. (2025) as a conservative value for developed markets.
Variant C (-0.80) is an assumption for a less mature, rapidly growing market with a larger share of occasional users, which, for the
reasons discussed above, may be more price-sensitive than the established markets covered in the literature. Variant B (-0.515), used
as the central model variant, is the average of Variants A and C and is indirectly supported by the finding of Chaloupka et al. (2000)
that elasticity may be twice as high as in developed markets. Variant D (-1.36) is taken from the European Commission’s impact
assessment accompanying the revision of the Tobacco Taxation Directive, where it is specified directly for nicotine pouches and
applied in the Commission’s own assessment. In our view, however, this value should not be adopted directly, because it is not an
empirical elasticity estimate but a model parameter calibrated for the Commission’s simulations. That model is configured for EU-27
conditions and assumes a substantial one-off price shock resulting from the proposed reform, involving a several-fold increase in
price, which is not the situation in Slovakia. Our analysis calibrates elasticity separately, and Variant D is therefore included for
illustrative purposes only. It is also deliberately paired with neutral cross-border and online leakage multipliers to isolate the
independent effect of the high elasticity value.

6.3 Assumption of tax pass-through to prices

The international estimates used here are price elasticities rather than tax elasticities of demand: they measure the response to a
change in price, not to a change in the duty rate. The simulation model requires a response to a change in the rate and therefore
needs a separate, explicit assumption about how much of the rate increase manufacturers and retailers pass through to the final
price. As the nicotine pouch market is still developing, any assumption or estimate of incomplete pass-through or overshifting of the
tax burden would be highly uncertain. All scenarios therefore apply a uniform assumption of 100% pass-through, meaning that the
full increase in the rate is reflected in the final price. The model does not test a separate scenario with overshifting or incomplete
pass-through. Instead, the sensitivity of the results is examined through four variants of demand elasticity and the slopes of the

leakage channels, rather than through alternative assumptions about pass-through.

6.4 Application in the model

The model uses thirteen scenarios (51 and S2A-D, S3A-D and S4A-D). Each rate-change scenario in S2—54 directly applies one of the
four elasticity values, A-D. Each elasticity value is paired with a specific variant that also determines the slope of both leakage
channels. Variant A combines low elasticity with lower leakage slopes. Variant B combines an intermediate elasticity with moderate
leakage slopes. Variant C combines high elasticity with steeper leakage slopes. Variant D applies the high elasticity value from the EU
impact assessment, while using the same leakage slopes as Variant B in order to isolate the independent effect of that elasticity (see
above). Scenario S1, the status quo, uses elasticity only formally: with no change in the rate, the price change is zero, so the choice of

elasticity does not affect the result.

7. Fiscal simulation model

Once all input data have been collected or estimated, the fiscal simulation model can be constructed. This chapter sets out the
structure of the model, which translates a change in the excise duty rate on nicotine pouches into changes in legal-market volume
and combined excise duty and VAT revenue. The model is a mechanical calculation assembled from components derived in the

preceding chapters, not a separate econometric estimate.

7.1 Structure of the calculation

For any target rate, the model proceeds in five steps:
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1. The price of a 20-pouch pack at the target rate is derived from the current price and the pass-through assumption: the price

increases by (target rate - current rate) x pack weight x pass-through.

2. The percentage change in price relative to the current price is converted into a percentage change in total demand using the price

elasticity presented in the preceding chapter.

3. Independently of demand elasticity, the leakage rate is recalculated separately for two channels: in-person cross-border leakage,
based on the price differential relative to neighbouring markets at the target rate, and online leakage, based on the price differential

relative to the online reference price.
4. Legal-market volume in Slovakia = total demand x (1 - leakage share).

5. Excise duty revenue = target rate x legal-market volume. VAT revenue is calculated from the value of legal retail sales at the target

price. Total tax revenue is the sum of the two.

Demand elasticity, in-person cross-border leakage and online leakage are three separate mechanisms in the model. They act
simultaneously on the same total-demand base rather than being combined into a single coefficient.

7.2 Inputs and their sources

The current price and pack weight are taken from Chapter 4 (Nielsen, IFP). The four variants of price elasticity of demand, A-D (-0.23
/-0.515/-0.80 / -1.36), and the pass-through assumption are taken from Chapter 6. The price differential relative to neighbouring
markets, the weights assigned to individual regions and the calibration of both leakage channels are described in Chapter 5. The
standard VAT rate of 23% and the baseline legal-market volume for the latest 12 months are taken from Chapter 4 (IFP excise duty

returns).

7.3 Results: revenue by excise duty rate

Under the intermediate elasticity assumption (Variant B) and the calibration of both leakage channels, the model projects the

following relationship between the excise duty rate and total tax revenue:

Table 4: Projected revenue by excise duty rate under the central model variant

Rate (€/kg) Cross- Legal-market volume Excise duty revenue (€) VAT revenue (€) Total tax revenue (€)
border/online  (kg)
leakage (%)

100 9.8 143,675 14,367,541 10,508,298 24,875,839
150 20.0 119,004 17,850,608 9,816,496 27,667,104
200 353 89,477 17,895,415 8,217,427 26,112,841
250 48.5 65,869 16,467,188 6,665,123 23,132,311
300 56.8 50,707 15,212,143 5,605,042 20,817,185
350 61.7 40,946 14,331,058 4,908,884 19,239,942
400 64.5 34,190 13,676,070 4,418,626 18,094,696

Source: authors’ calculations based on the inputs presented in Chapters 4—6.

Note: Volumes and individual revenue components are rounded; totals and differences may therefore differ by a few euros.
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At the legislated rate of €200/kg, the model projects total tax revenue of approximately €26.1 million, compared with €24.9 million if
the current rate of €100/kg is maintained. This is still an increase, but revenue is no longer at the peak of the curve. Under the central
model variant, projected revenue peaks at around €150/kg, where total tax revenue reaches approximately €27.7 million — that is, at
a rate below the legislated €200/kg. Above this level, revenue gradually declines as the rate rises: increasing the rate from €100/kg to
€150/kg generates an additional €2.8 million, but a further increase from €150/kg to €200/kg reduces revenue by €1.6 million,
followed by a further decline of €3.0 million between €200/kg and €250/kg.

7.4 Link to the scenarios

This model underpins thirteen scenarios (S1 and S2A-D, S3A-D and S4A-D), which test the sensitivity of the result to the selected
variant of demand elasticity and the slopes of both leakage channels (A-D) at four target rates (€100/kg, €110/kg, €150/kg and
€200/kg). The following chapter also examines how much of the fiscal gain from the legislated increase to €200/kg would be retained
under the more moderate alternatives of €110/kg and €150/kg.

8. Revenue scenarios

Following the construction of the fiscal simulation model, the next step is to estimate revenue under the individual scenarios. This
chapter compares thirteen scenarios for combined excise duty and VAT revenue from nicotine pouches at three alternative rates
(€200/kg, €150/kg and €110/kg) and under four variants of elasticity and leakage slopes, A-D. It focuses in particular on how much of
the fiscal gain from the legislated increase to €200/kg would be retained under the more moderate alternatives of €110/kg or €150/kg.

8.1 Overview of the scenarios

Table 5: Overview of the thirteen revenue scenarios

Scenario Rate Variant Cross- Legal-market Total tax revenue Change vs S1

(€/kg) border/online volume (kg) (€)

leakage (%)

S1 — Status quo 100 - 9.8 143,675 24,875,839 -
S2A (low sensitivity) 200 A 34.3 98,444 28,729,692 +15.5%
S2B (central) 200 B 35.3 89,477 26,112,841 +5.0%
S2C (high sensitivity) 200 C 35.5 81,665 23,832,945 -4.2%
S2D (illustrative) 200 D (EU 1A) 35.3 67,216 19,616,067 -21.1%
S3A (low sensitivity) 150 A 21.2 121,842 28,326,918 +13.9%
S3B (central) 150 B 20.0 119,004 27,667,104 +11.2%
S3C (high sensitivity) 150 C 17.7 117,656 27,353,774 +10.0%
S3D (illustrative) 150 D (EU 1A) 20.0 105,243 24,467,921 -1.6%
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Scenario Rate Variant Cross- Legal-market Total tax revenue Change vs S1
(€/kg) border/online volume (kg) (€)
leakage (%)
S4A (low sensitivity) 110 A 12.8 138,128 25,554,957 +2.7%
S4B (central) 110 B 10.9 140,084 25,916,840 +4.2%
S4C (high sensitivity) 110 C 8.2 143,265 26,505,288 +6.6%
S4D (illustrative) 110 D (EU IA) 10.9 137,017 25,349,468 +1.9%

Source: authors’ calculations based on the inputs presented in Chapters 4—6.

Scenarios S2, S3 and S4 correspond to the three rates considered (€200/kg, €150/kg and €110/kg), and each is calculated under all
four variants of elasticity and leakage slopes, A-D, rather than as separate, mutually incomparable settings. Comparing rates under
the same variant, for example S3B with S2B, therefore always holds the assumptions about elasticity and the slopes of both leakage

channels constant. The difference in revenue reflects only the change in the excise duty rate.

8.2 Main result: the model does not provide unambiguous support for an
increase in revenue at €200/kg

Under the assumption of full tax pass-through, a higher rate affects the legal-market tax base in two ways. The higher price reduces
total demand according to the selected elasticity, while also widening the price differential relative to foreign markets and
encouraging cross-border and online purchases. When consumers are less price-sensitive, the effect of the higher rate may dominate;

when they are more sensitive, the fall in legal-market volume may outweigh it.

The results at €200/kg therefore vary substantially across the variants. Variant A projects a 15.5% increase in total tax revenue, the
central Variant B an increase of 5.0%, Variant C a decline of 4.2%, and the illustrative Variant D a decline of 21.1%. This range reflects
the sensitivity of the outcome to assumptions about elasticity and the slopes of both leakage channels. Variant B provides the main
basis for interpretation, while Variant D is an illustrative test of the high elasticity value taken from the European Commission’s impact
assessment.

Under the central model variant, the €200/kg rate generates total tax revenue of approximately €26.1 million, 5% more than the
current rate of €100/kg. The model, however, projects the highest revenue at approximately €150/kg, where it reaches €27.7 million.
Increasing the rate from €150/kg to €200/kg therefore reduces projected revenue by approximately €1.55 million. Under the central

model variant, €200/kg is above the rate associated with the highest projected revenue.

Under the central model variant, the €110/kg rate generates approximately €25.92 million, only €196,000 less than the €200/kg rate.
The estimated share of cross-border and online purchases is, however, 10.9%, compared with 35.3% at €200/kg. The model therefore
indicates that almost comparable revenue can be achieved with a substantially lower risk of purchases shifting away from Slovakia’s

legal market.

8.3 The €150/kg alternative

Because Scenarios S2 and S3 share the same four variants, A—D, comparing their revenue outcomes under a matching variant directly

compares the two rates under identical assumptions about elasticity and leakage:
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Table 6: Comparison of projected revenue at €150/kg and €200/kg by variant

Variant Revenue at €150/kg, S3 (€) Revenue at €200/kg, S2 (€) Difference: €150/kg vs €200/kg
(€)

A 28,326,918 28,729,692 -402,774

B 27,667,104 26,112,841 +1,554,263

C 27,353,774 23,832,945 +3,520,829

D (EU IA) 24,467,921 19,616,067 +4,851,854

Source: authors’ calculations based on the inputs presented in Chapters 4—6.

The €150/kg rate generates more revenue than €200/kg in three of the four variants, and the difference in its favour increases as the
assumptions become less favourable: from €1.55 million under the central Variant B to almost €4.85 million under Variant D. The only
exception is Variant A, under which €200/kg generates approximately €0.40 million more than €150/kg. The model simulations

therefore run counter to the simple assumption that a higher rate means higher revenue.

8.4 The €110/kg alternative: comparable revenue with lower cross-border
and online leakage

The moderate increase to €110/kg (S4) raises revenue relative to the status quo under all four variants, by between 1.9% and 6.6%.
It is therefore the only one of the three tested rates that does not project a decline under any variant. Compared with the €200/kg

rate under the same variant:

Table 7: Comparison of projected revenue and estimated cross-border and online leakage at €110/kg and €200/kg

Variant Revenue at €110/kg (S4) Revenue at €200/kg (S2) Cross-border/online Cross-border/online
(€) (€) leakage at €110/kg (%) leakage at €200/kg (%)

A 25,554,957 28,729,692 12.8 34.3

B 25,916,840 26,112,841 10.9 35.3

C 26,505,288 23,832,945 8.2 35.5

D (EU IA) 25,349,468 19,616,067 10.9 35.3

Source: authors’ calculations based on the inputs presented in Chapters 4—6.

Under the central Variant B, the difference between €110/kg and €200/kg is only €196,000 in favour of €200/kg and is therefore
practically negligible. It could readily be offset by an increase in another excise duty, as indicated in the following chapter: for example,
by increasing the specific component of the excise duty on conventional cigarettes by only €0.04 per 1,000 cigarettes (0.04% of the
current rate), or the HTP rate by €0.59/kg (0.25% of the current rate). Under the more pessimistic Variant C and under Variant D,
€110/kg is not merely comparable but generates more revenue than €200/kg. The risk of cross-border and online leakage is also
substantially lower at €110/kg across the full range of variants (8.2-12.8%) than at €200/kg (34.3—-35.5%) — roughly one third of the
level at €200/kg.
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8.5 Variant D as an isolated test of high elasticity

Variant D uses the elasticity value of -1.36 from the European Commission’s impact assessment. It is deliberately paired with neutral
multipliers for the slopes of the leakage channels in order to isolate the independent effect of this high elasticity without compounding
it with further leakage assumptions. Despite this isolation, S2C, S2D and S3D are the only combinations in Table 5 under which
projected revenue is lower than at the current rate. The decline is by far the largest under S2D, where revenue reaches €19.6 million
compared with €24.9 million at the current rate. This scenario therefore represents a cautionary and illustrative upper bound for the

risk associated with the legislated increase to €200/kg.

8.6 Chapter summary

The modelled results show that, under the central model variant, €200/kg is above the rate associated with the highest projected
revenue. Although it generates 5% more revenue than the current rate of €100/kg, it falls approximately €1.55 million short of the
revenue projected at €150/kg. The €150/kg rate generates more revenue than €200/kg in three of the four tested variants.

The €110/kg alternative generates more revenue than the status quo under every variant. Under the central model variant, its revenue
is only approximately €196,000 lower than at €200/kg, while the estimated share of cross-border and online purchases is 10.9%,
compared with 35.3%. The results therefore point to two alternatives that are particularly relevant in revenue terms: €150/kg, which
generates the highest projected revenue under the central model variant, and €110/kg, which generates revenue almost comparable

to that at €200/kg while carrying a substantially lower risk of erosion of Slovakia’s legal-market tax base.

9. Cigarettes and heated tobacco products: an indicative
comparison

The preceding chapter indicated that doubling the excise duty rate on nicotine pouches need not automatically increase revenue.
Even a scenario involving a substantially smaller rate increase generated comparable revenue. This chapter therefore places projected
excise duty revenue from nicotine pouches in the context of the much larger tax bases for cigarettes and HTPs. Its purpose is an
indicative comparison based on rate x volume, not a model of substitution between product categories. It shows how much the rate
on conventional cigarettes or HTPs would need to change to offset any shortfall in nicotine pouch revenue resulting from the selection
of a rate below the legislated €200/kg.

9.1 Methodology and limitations

The comparison is purely linear. It holds legal-market volumes of cigarettes and HTPs constant, independently of the selected rate on
nicotine pouches, and estimates how much the cigarette or HTP rate would need to rise to offset the difference in nicotine pouch
revenue relative to the reference scenario. It does not account for substitution between product categories, such as consumers

switching between products in response to changes in relative prices. The values presented are therefore indicative.

The reference scenario throughout this chapter is S2B (€200/kg, the central elasticity Variant B), representing the legislated €200/kg

rate under the central model assumptions. All differences in nicotine pouch revenue are calculated relative to this scenario.

9.2 Current context: cigarettes and HTPs compared with nicotine pouches

According to current data, annual revenue from cigarettes amounts to €870.8 million, with a legal-market volume of approximately
5.302 billion cigarettes and a specific component of the combined excise duty rate of €102.50 per 1,000 cigarettes. Annual revenue
from HTPs amounts to €73.4 million, with a legal-market volume of 334,868 kg and a rate of €238.10/kg. Across all scenarios in the

preceding chapter, revenue from nicotine pouches ranges from €19.6 million to €28.7 million, equivalent to approximately 2% to 3%
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of cigarette revenue and around one-third to two-fifths of HTP revenue. Any difference between the nicotine pouch rate scenarios is

therefore small in absolute terms relative to both tax bases.

9.3 Indicative compensation calculation

For the central elasticity Variant B, the table below shows the difference in nicotine pouch revenue under the three rates considered
relative to the legislated rate of €200/kg, together with the equivalent adjustment in the cigarette or HTP rate that would be required
to offset that difference. Where the difference is positive because the lower rate already generates more revenue than €200/kg, the

corresponding value is marked as a “surplus” and no compensation is required.

Table 8: Indicative conversion of the revenue difference into equivalent adjustments in cigarette and HTP duty rates

Scenario and rate Nicotine pouch Difference vs Equivalent cigarette  Equivalent HTP rate
revenue (€) €200/kg (€) rate adjustment (€ adjustment (€/kg)
per 1,000 cigarettes)

S1 — Status quo (€100/kg) 24,875,839 -1,237,003 +0.23 (0.23%) +3.69 (1.55%)

S4 — €110/kg alternative 25,916,840 -196,002 +0.04 (0.04%) +0.59 (0.25%)

S3 — €150/kg alternative 27,667,104 Surplus: +1,554,263 Surplus: +0.29 (0.29%) Surplus: +4.64 (1.95%)
S2 — Legislated €200/kg rate 26,112,841 0 — —

(reference)

Source: authors’ calculations based on the data presented in Chapters 8 and 9.

Note: Volumes and individual revenue components are rounded; totals and differences may therefore differ by a few euros.

Under the central model variant, the revenue difference between €110/kg and the legislated rate of €200/kg is only €196,000. This
corresponds to an increase in the cigarette rate of only €0.04 per 1,000 cigarettes (0.04% of the current rate), or an increase in the
HTP rate of €0.59/kg (0.25% of the current rate), both of which would be virtually imperceptible adjustments. At €150/kg, no
compensation is required at all: nicotine pouch revenue itself exceeds the revenue under the reference rate of €200/kg by €1.55
million. Even compared with the status quo of €100/kg, where maintaining the current rate would imply a shortfall of €1.24 million

relative to the legislated rate, the equivalent adjustment is less than 0.25% of the current cigarette rate.

The table deliberately presents only the central elasticity Variant B in the interests of clarity. Sensitivity to more optimistic and more
pessimistic assumptions about elasticity and leakage under Variants A, C and D is set out in detail in the preceding chapter. Across all
four variants, however, the differences between the rates considered remain equivalent to adjustments ranging from a few
hundredths of a percentage point to low single-digit percentages of the cigarette or HTP rate, with the exception of Variant D, based

on the elasticity from the EU impact assessment, which is included for illustrative purposes rather than as a likely estimate.

It should be reiterated that these figures do not account for actual consumer behaviour following a change in cigarette or HTP duty
rates, including possible cross-product substitution effects involving nicotine pouches. If an increase in cigarette duty encouraged
some smokers to switch to nicotine pouches, part of the loss in cigarette revenue could be reflected in higher revenue from nicotine

pouches. The overall compensation effect would therefore differ from the linear calculation presented above.
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10. EU context and revision of the Tobacco Taxation
Directive

The taxation of nicotine pouches remains unharmonised at EU level. This chapter therefore outlines the current European framework,
the two related European Commission proposals of 2025, and the state of play in the negotiations on the proposal concerning the
structure and minimum rates of excise duty. It also sets out what these developments mean for Slovakia’s tax settings and for the

scenarios examined in this study.

10.1 Current EU framework and absence of harmonisation

Council Directive 2011/64/EU harmonises the structure and minimum rates of excise duty for products falling within its scope.®
Tobacco-free nicotine pouches do not currently fall within that scope. The EU therefore does not at present set a common tax
definition or minimum rate for them. Member States apply their own regimes, contributing to differences in rates, tax bases and

cross-border price incentives, as discussed in Chapter 5.

Directive 2011/64/EU on taxation must be distinguished from Directive 2014/40/EU, the Tobacco Products Directive (TPD), which
regulates the manufacture, presentation and sale of products rather than excise duty rates.'® The revision of the Tobacco Taxation

Directive pursues objectives relating to the internal market, public health and the protection of tax revenue.

10.2 Commission proposals of 2025

On 16 July 2025, the Commission presented two related proposals. Document COM(2025) 580 proposes a recast of the directive on
the structure and rates of excise duty.! Document COM(2025) 581 would extend the general arrangements for excise duty, including

rules on the movement and control of products, to new product categories and raw tobacco.*?

For nicotine pouches, proposal COM(2025) 580 introduces a harmonised definition for tax purposes. Member States would be able
to apply an ad valorem duty based on the retail selling price, a specific duty per kilogram, or a combination of the two. The proposal

sets alternative minimum thresholds expressed as a percentage of the retail selling price or as an amount per kilogram.

Under proposal COM(2025) 580, the new framework would apply from 1 January 2028. For nicotine pouches, the proposal provides
for a four-year transitional period, with a defined minimum level of taxation applying from 1 January 2030. For 2030 and 2031, the
proposed minimum is 25% of the retail selling price inclusive of all taxes or €71.50/kg. From 1 January 2032, the proposed minimum

is 50% of the retail selling price inclusive of all taxes or €143/kg, adjusted under the mechanism set out in Article 12 of the proposal.

Table 9: Minimum levels of taxation for nicotine pouches under proposal COM(2025) 580 and the Slovak rate

Legal framework / stage Rate / minimum level
Current Directive 2011/64/EU No harmonised minimum rate for nicotine pouches
Proposal COM(2025) 580: 2028 and 2029 Nicotine pouches included in the common tax framework, without any minimum

rate being set

° Council Directive 2011/64/EU of 21 June 2011 on the structure and rates of excise duty applied to manufactured tobacco (codification).

10 Directive 2014/40/EU of the European Parliament and of the Council of 3 April 2014 on the approximation of the laws, regulations and administrative
provisions of the Member States concerning the manufacture, presentation and sale of tobacco and related products and repealing Directive 2001/37/EC.

11 Proposal for a Council Directive on the structure and rates of excise duty applied to tobacco and tobacco related products (recast), COM(2025) 580 final,
16 July 2025. Source for the rates, timetable and mechanism for adjusting the minimum.

12 proposal for a Council Directive amending Directive (EU) 2020/262 as regards the general arrangements for excise duty in respect of tobacco and tobacco
related products, COM(2025) 581 final, 16 July 2025.
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Legal framework / stage Rate / minimum level

Proposal COM(2025) 580: transitional level from 1 January  25% of the retail selling price inclusive of all taxes or €71.50/kg
2030 to 31 December 2031

Proposal COM(2025) 580: target level from 1 January 2032  50% of the retail selling price inclusive of all taxes or a weight-based minimum
derived from the EU rate of €143/kg

Slovak legislation €100/kg from 1 February 2025; €200/kg from 1 February 2027

Note: The values set out in the Commission proposal have not been adopted and are not legally binding. From 2032, the weight-based minimum applicable in
each Member State would be derived from the EU rate of €143/kg, which would be updated for inflation and partially adjusted according to the price level of
the Member State concerned. The Slovak rate therefore cannot be compared mechanically with the nominal figure of €143/kg alone.

The price-level mechanism applies to the weight-based component of the minimum. The figure of €71.50/kg is a transitional amount
proposed for 2030 and 2031. From 2032, the proposal is based on an EU rate of €143/kg, which would be updated every three years
in line with inflation. The weight-based minimum applicable in a particular Member State would then be calculated so that two thirds

of the relevant EU rate remain uniform, while one third is adjusted according to the price level index of the Member State concerned.

10.3 Legislative procedure and state of play

The following account of the legislative procedure focuses on proposal COM(2025) 580, as this is the proposal that addresses the
structure and minimum rates of excise duty relevant to this study. The proposal is being considered under the special legislative
procedure in the field of taxation pursuant to Article 113 of the Treaty on the Functioning of the European Union. The Council acts
unanimously after consulting the European Parliament and the European Economic and Social Committee. Parliament’s opinion is not

legally binding on the Council.

On 3 June 2026, the European Parliament’s Committee on Economic and Monetary Affairs (ECON) adopted its report on proposal
COM(2025) 580 by 32 votes to 21, with 2 abstentions. The report recommended lower rates and longer transitional periods than the
Commission proposal.’® At its plenary sitting on 17 June 2026, the European Parliament adopted a legislative resolution rejecting the
Commission proposal by 439 votes to 181, with 38 abstentions.’ This was Parliament’s official position under the consultation

procedure. The rejection does not legally block the proposal, and the Council may continue its negotiations.

At Council level, the package was discussed during the Cypriot Presidency. A Presidency working compromise text dated 8 May 2026
set out, for nicotine pouches from 2032, a minimum level of 50% of the retail selling price inclusive of all taxes or €80/kg. The text
was not adopted and served as a working basis for further negotiations (Council of the European Union, 2026). Following discussion
of compromise texts in the Committee of Permanent Representatives (Coreper) on 3 June 2026, the item was removed from the
agenda of the ECOFIN Council meeting on 12 June 2026; no general approach was therefore adopted.*® The Irish Presidency of the
Council, running from 1 July to 31 December 2026, has made reaching agreement among Member States on the directive one of its
priorities. Neither the outcome of the negotiations nor the date of any adoption can currently be predicted. The legislative state of

play is presented on the basis of information available as at 30 July 2026.

10.4 Implications for Slovakia

The Slovak rate of €200/kg is not a transposition of an EU requirement. It was adopted nationally, and current EU law does not require

Slovakia to apply such a rate.

13 European Parliament, Committee on Economic and Monetary Affairs (ECON): Report on proposal COM(2025) 580, document A10-0161/2026, 8 June 2026.
14 European Parliament: legislative resolution of 17 June 2026, document T10-0211/2026, procedure 2025/0580(CNS).

15 Council of the European Union: ECOFIN Report on Tax Issues, document ST 10073/26, 12 June 2026, paragraphs 8—11. The priorities of the Irish Presidency
are set out in its programme for the period 1 July—31 December 2026.
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Proposal COM(2025) 580 confirms the intention to harmonise the taxation of new product categories, including nicotine pouches. It

does not, however, establish that the specific Slovak rate of €200/kg is fiscally optimal or revenue-efficient.

The Slovak rate cannot be compared directly with the nominal figure of €143/kg alone. The proposal allows Member States to apply
an ad valorem duty based on the retail selling price, a specific duty per kilogram, or a combination of the two, and expresses the
minimum levels alternatively as a percentage of the retail selling price or an amount per kilogram. The weight-based minimum would
also be adjusted for inflation and according to the price level of the Member State concerned. If Slovakia’s price level remained below
the EU average, this mechanism would reduce the weight-based minimum applicable in Slovakia relative to the EU amount then in
force; its final nominal level would, however, also depend on the inflation adjustment. The comparison with the Slovak rate of €200/kg
therefore provides only indicative context and does not in itself allow conclusions about compliance, non-compliance or the relative

stringency of the future European regime.

Proposal COM(2025) 580, which has not yet been adopted, should not be used as an input to the baseline fiscal scenario. It may serve
as supplementary context and as a reason to monitor further developments, but not as a binding assumption about rates in the period
2027-2030.

11. Conclusions and options for future rate-setting

This study assesses the fiscal effects of different levels of excise duty on nicotine pouches: the current rate of €100/kg, the alternative
rates of €110/kg and €150/kg, and the already legislated future rate of €200/kg. The results show that the level of the rate alone does
not determine the resulting tax revenue. Assuming full pass-through of the duty increase to consumer prices, the fiscal outcome

depends on the response of demand and on the extent to which purchases shift abroad or to foreign online retailers.

The model does not identify a single precise optimal rate. It compares specific levels of taxation under different assumptions about
consumers’ price sensitivity and the extent of cross-border and online purchases. It does, however, distinguish settings that generate
higher revenue with a more manageable risk of erosion of Slovakia’s legal-market tax base from levels at which a further increase in

the rate weakens the fiscal outcome.

11.1 Main findings

At the current rate of €100/kg, modelled annual total tax revenue from excise duty and VAT amounts to approximately €24.9 million.
Under the central model variant, the €150/kg rate generates the highest projected revenue. The €110/kg rate generates almost the
same revenue as the legislated €200/kg rate, but with a substantially lower estimated share of purchases outside Slovakia’s legal

market.

Table 10: Comparison of the rates considered by revenue, range of results and estimated cross-border and online leakage

Criterion €110/kg €150/kg €200/kg
Revenue under the central model variant €25.92 million €27.67 million €26.11 million
Change relative to the current rate +4.2% +11.2% +5.0%

Range of results across Variants A—C

Result under illustrative Variant D

Estimated share of cross-border and online
purchases, central model variant

+2.7% to +6.6%

+1.9%

10.9%

Source: authors’ calculations based on the results presented in Chapter 8.

+10.0% to +13.9%

-1.6%

20.0%

-4.2% to +15.5%

-21.1%

35.3%
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Under the central model variant, the €200/kg rate generates approximately €196,000 more than the €110/kg rate, but the estimated
share of cross-border and online purchases is more than three times as high. At the same time, it generates approximately €1.55
million less than the €150/kg rate. The €200/kg rate therefore does not generate the highest projected revenue and is also associated

with the greatest risk of purchases shifting away from Slovakia’s legal market.

The result is also significant in the regional context. If the €200/kg rate enters into force, it will be approximately 2.5 to 5 times the
rates applicable under the legislation currently in force in neighbouring countries and will create the largest regional tax differential
of all the options considered. For a product that is easy to transport and order online, such a differential would create a strong
economic incentive to purchase outside Slovakia. A substantial price differential also creates a risk that some consumers will develop

cross-border or online purchasing habits that may persist even after a subsequent adjustment of the rate.

The Estonian and Danish experiences with alcohol excise duty are not direct analogies for nicotine pouches, but they indicate that

substantial price differentials in an open market can shift both sales and tax revenue abroad.

11.2 Assessment of the options

Rate of €200/kg
Retaining the legislated increase to €200/kg does not guarantee higher revenue than under the current rate and, under more sensitive

assumptions, may even reduce it. Under the central model variant, this rate lies above the point of highest projected revenue.

The most significant problem is the combination of limited additional revenue and a high risk of purchases shifting away from
Slovakia’s legal market. The €200/kg rate would create the largest differential relative to neighbouring markets, while under the
central model variant the model estimates that more than one third of total demand at that price level would shift away from
Slovakia’s legal market. From a fiscal perspective, it is therefore neither the most advantageous nor the most reliable of the options

assessed.

Rate of €150/kg
Under the central model variant, the €150/kg rate is the strongest of the options tested in revenue terms. It outperforms the €200/kg

rate in three of the four variants and generates a relatively consistent increase in revenue across Variants A—C.

Its main disadvantage is the estimated shift of approximately one fifth of total demand at that price level away from Slovakia’s legal
market. It therefore represents a relevant option primarily where tax policy gives priority to maximising projected revenue and accepts

a higher risk of cross-border and online purchases.

Rate of €110/kg

The €110/kg rate generates higher revenue than the current rate in all variants tested. Under the central model variant, it generates
almost the same revenue as the €200/kg rate, while the estimated share of purchases outside Slovakia’s legal market remains at
approximately one third of the level estimated at €200/kg.

Compared with the €150/kg rate, it generates lower modelled revenue under the central model variant. Its major advantage, however,
is that projected revenue is less sensitive to uncertain input assumptions and that there is a substantially lower risk of the duty increase
primarily shifting purchases outside the Slovak tax system. In terms of the consistency of the result across variants and in limiting the
shift in purchases, it therefore represents a more prudent and preferable setting that preserves a larger share of the tax base in
Slovakia.

11.3 Overall assessment and recommendation

The results of the study do not provide a sufficient fiscal justification for retaining the legislated increase to €200/kg. This rate does

not generate the highest projected revenue, shows the greatest variation across variants and creates the strongest incentive for cross-
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border and online purchases. Compared with the more moderate alternatives, it offers a weak trade-off between additional revenue

and the risk of erosion of Slovakia’s legal-market tax base.

The choice between €110/kg and €150/kg depends on the priorities of tax policy. Where the emphasis is on the highest projected
revenue under the central model variant, the €150/kg rate is the stronger option. Where greater weight is placed on the consistency

of the result and on limiting purchases outside Slovakia, a rate of approximately €110/kg is the preferable option.

Given the current state of knowledge about the Slovak market, the study considers a more moderate increase to approximately
€110/kg to be preferable. The duty has applied only since February 2025, no dedicated econometric estimate of Slovak consumers’
price elasticity is available, and some parameters of cross-border and online purchases must be calibrated within the model. In these
circumstances, it is more prudent to select a rate that generates higher revenue in all variants tested while substantially limiting the

incentive to shift purchases outside Slovakia.

The recommendation of a rate of approximately €110/kg does not represent a precisely calculated optimum. The model did not test
the entire range between €110/kg and €150/kg, and another nearby value could therefore also produce a favourable result. The

findings nevertheless clearly support a more moderate setting rather than a one-off increase to €200/kg.

Current EU law does not require Slovakia to apply a rate of €200/kg. The European framework under preparation has not yet been
adopted, and neither its final form nor its date of application is known. A Cypriot Presidency compromise text of 8 May 2026 discussed,
for nicotine pouches from 2032, a minimum level of 50% of the retail selling price inclusive of all taxes or €80/kg (Council of the
European Union, 2026). This working text was not adopted, but it illustrates that the negotiations on future European harmonisation
also considered a weight-based level substantially below Slovakia’s €200/kg. Slovakia’s decision may therefore be based on domestic

fiscal and market conditions and subsequently adjusted to the outcome of the European negotiations.

11.4 Monitoring future developments

Any adjustment of the rate should be accompanied by regular monitoring of taxed volume, excise duty revenue, retail prices, the

product mix, rates and prices in neighbouring countries, and available indicators of cross-border and online purchases.

When assessing the first months, allowance should be made for possible transitional inventory and reporting effects. A more reliable

comparison of actual developments with the model will be possible once data for at least 12 months are available.

It is particularly important to distinguish whether a change in the rate reduces total demand or primarily shifts purchases outside the

Slovak tax system. The two mechanisms have different implications for public revenue and for the future setting of the duty.

Further changes to the rate should be based on observed developments in legal-market volume, prices, tax revenue and cross-border
and online purchases, rather than on the assumption that a higher rate automatically generates higher revenue. The recommendation

in this chapter reflects the current state of knowledge about the market and should be reassessed once further data are available.
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