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Introduction

• Even though there has been a steady decline in smoking 
prevalence in Bosnia and Herzegovina (B&H), smoking 
remains a significant health risk in the country. 

• Cigarette taxation in B&H consists of two cigarette excises 
(specific tax and ad valorem tax) and the value-added tax.

• Since prices of tobacco products in the EU are considerably 
higher than the prices in B&H, there is a space for excise tax 
and price increases. 
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Tobacco consumption trends in B&H 

12/12/2019 3*1 EUR = 1.95583 BAM



Tobacco taxation in B&H
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YEAR 2010 2011 2012 2013 2014 2015 2016 2017 2018

Weighted Average 

Price (pack of 20)  (in 

EUR)

1.06 1.27 1.45 1.64 1.79 1.98 2.14 2.32 2.53

VAT (14,52% of 

price)
0.15 0.18 0.21 0.24 0.26 0.29 0.31 0.34 0.37

Ad valorem excise 

(42% of price)
0.45 0.53 0.61 0.69 0.75 0.83 0.90 0.98 1.06

Specific excise (value) 0.15 0.23 0.31 0.38 0.46 0.54 0.61 0.69 0.77

Total Excise Burden 

per pack (in EUR)
0.60 0.76 0.92 1.07 1.21 1.37 1.51 1.67 1.83

Total Excise Burden 

per pack (as % of 

price)

56.13% 60.16% 63.38% 65.22% 67.63% 69.31% 70.48% 71.69% 72.32%

Total Excise and VAT 

Burden per pack (in 

EUR)

0.75 0.95 1.13 1.31 1.47 1.66 1.82 2.00 2.20

Total Excise and VAT 

Burden (as % of 

price)

70.66% 74.69% 77.91% 79.75% 82.16% 83.84% 85.01% 86.22% 86.85%



Changes in smoking prevalence and 
smoking intensity

– The overall price elasticity of cigarette consumption is very high. 

– A 10 percent increase in price would reduce the quantity of cigarettes 
consumed by 10.2 percent. About 55 percent of this effect is due to a 
reduction in prevalence, and around 45 percent from a decrease in 
quantity of cigarettes consumed by those who smoke.  

– Having in mind that price is a significant factor in tobacco control, 
higher prices resulting from an excise tax increase would reduce total 
consumption as well as discourage initiation of smoking.
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Cigarette use in B&H: household demand statistics per 
income group (monthly)
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Income 

group
Year

Average 

number of 

cigarette 

packs (per 

household) 1

Average real 

household 

expenditure 

on 

cigarettes1 2

Average 

price 

(average real 

unit value) 1 2

Average 

budget share 

on 

cigarettes1

Average 

income per 

household 

member1

Lo
w

2007 32.14 43.91 1.37 4.61% 252.20

2011 28.75 64.04 2.23 6.54% 257.83

2015 16.18 57.49 3.55 6.18% 251.27

M
id

d
le 2007 37.97 56.90 1.50 3.71% 473.19

2011 31.76 74.32 2.34 5.04% 477.16

2015 22.17 80.66 3.64 5.86% 457.97

H
ig

h

2007 41.59 71.25 1.71 2.87% 977.03

2011 35.81 89.24 2.49 4.13% 972.21

2015 28.06 104.61 3.73 5.20% 928.67
Source: Authors calculation based on HBS
1 Conditional on having positive expenditure on cigarettes.
2 Variables deflated by CPI to 2015 values.
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Price and income elasticities by income group
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Impact of a specific excise increase on consumption 
and government revenue

• Increasing the specific excise tax by 10 percent or 25 percent would reduce cigarette 
consumption and at the same time, increase government revenue. However, this simulation 
does not take into account the savings in health care expenditures for tobacco-related 
illnesses.
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Scenario  Effect on overall 
quantity of cigarette 
consumption (percent)

Effect on total
government revenue 
(percent)

10 % 4.85 2.79

25 % 15 1.46

50 % 33.24 6.44
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Effects of 25 percent specific excise tax increase to consumption and 
government budget by income group
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Key messages (1)

• A 25 percent excise tax increase (from 38.3 EUR / 1000 sticks to 
47.93 EUR / 1000 sticks) resulting in price increase from 2.53 EUR to 
2.97 EUR (17.43% increase) would reduce consumption by 15.5
percent, and government revenue would still increase by 1.46
percent.

• The benefits of increasing the specific excise tax are higher both 
for society and government revenue (in terms of reducing the 
costs of health care due to lower consumption of cigarettes). 

• Thus, tobacco taxation policy should include a much larger 
increase in specific excise tax than current excise tax calendar.
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Key messages (2)

• Increases in income lead to higher tobacco consumption as it 
makes tobacco more affordable. 

• Having in mind that there is a trend of salary increase in B&H, 
tax policy should be adequately designed to significantly 
increase the excise taxes and, through it, prices, to more 
than offset the impact of higher income on consumption of 
tobacco.
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Key messages (3)

• Changes in prices and income have different impact on 
tobacco consumption of different socioeconomic groups.

• Low income households respond the most to changes in 
prices and income and would benefit the most from higher 
tobacco prices. 

• Therefore, an increase in tobacco excise tax and price would 
not hurt, but on the contrary it would benefit the poor in 
B&H.

12/12/2019 12



Thank you for your attention!
For any further inquires contact

Anđela Pepić
Entrepreneurship and Technology Transfer Centre 

University of Banja Luka
andjela.pepic@unibl.org

Dragan Gligorić
Faculty of Economics

University of Banja Luka
dragan.gligoric@ef.unibl.org
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Disclaimer: 
University of Banja Luka, Entrepreneurship and Technology Trasnfer Center (ETTC UNIBL) is working in cooperation with the Institute of 

Economic Sciences from Belgrade, which is coordinating a regional network of researchers in Southeastern Europe on tobacco taxation. The 
project is funded by the University of Illinois at Chicago’s (UIC) Institute for Health Research and Policy to conduct economic research on 

tobacco taxation in Bosnia and Herzegovina. UIC is a partner of the Bloomberg Initiative to Reduce Tobacco Use. The views expressed in this 
document cannot be attributed to, nor do they represent, the views of UIC, the Institute for Health Research and Policy, or Bloomberg 

Philanthropies.
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