
 

 
 

Excise Duty for electronic cigarettes 
 

Introduction 

 

E-cigarettes need to remain accessible and affordable for smokers from all socio-economic 

backgrounds who wish to quit smoking.  

 

E-cigarettes offer smokers an alternative which is 95% less harmful than smoking, view shared 

by Public Health England1 and the Royal College of Physicians2. Switching from tobacco to vapor 

has positive individual, social and economic implications and should be encouraged, not 

penalized by the tax system.  

 

An excise tax that increases e-cigarette price by 10% would reduce the successful quitting rate 

by 10%, estimated the authors of a Working Paper distributed by the National Bureau of 

Economic Research3 (a US nonprofit research organization).  

 

IEVA’s position 

 

IEVA supports this position of our members and the vaping industry for the following reasons: 

 

• Demand for e-cigarettes is highly responsive to price change and as a result, excise-led 

price increases will most likely discourage many smokers from switching. Several studies4,5 have 

shown that e-cigarette price elasticity is significantly higher than that of combustible cigarettes. 

 

• The costs of producing vaping devices are significantly higher than that of factory-made 

cigarettes with fine cut tobacco. This is due to the design and assembly costs, as well as the 

high number of components and safety requirements that are part of the production costs. To 

keep the incentive for people to renounce tobacco in favour of the less harmful alternative e-

cigarettes must also maintain lower prices.  

 
 

1 https://www.gov.uk/government/news/phe-publishes-independent-expert-e-cigarettes-evidence-review 
2 https://www.rcplondon.ac.uk/news/promote-e-cigarettes-widely-substitute-smoking-says-new-rcp-report 
3 http://www.nber.org/papers/w24212.pdf 
4 https://tobaccocontrol.bmj.com/content/27/6/689.info 
5 https://academic.oup.com/ntr/article/18/10/1973/2223112 



 

 
 

• The imposition of excise duties would not only increase the overall costs but would also 

decrease the sector’s ability to invest in innovation, one of the key element to ensure the 

continued development of reduced risk alternatives by the vaping industry. 

 

• EU public health expenditures on treating smoking related diseases was estimated at 

around €25.4 billion in 20096. These costs are in addition to the productivity losses caused by 

absenteeism and economic inactivity, estimated to have cost the EU economy around €7.3 billion 

in 2009. A 2017 a report from the UK Parliament7 estimated that investment aimed at doubling 

the rate of decline in smoking would return £1.1 billion over five years in the UK. If replicated 

across the EU, the number would be significantly higher.  

 

All of the above arguments show that there are significant socio-economic benefits for treating 

vaping different from traditional smoking.  
 

The Independent European Vape Alliance: 

 

Þ Believes the current excise duty framework is preferable and should be maintained. E-

cigarettes are subject to VAT but not to additional excise duty. 

 

Þ Supports and understand the need for a harmonized EU structure towards vaping 

products as a means to improve the functioning of the Single Market8. Any harmonized 

structure should take into account the need to maintain price incentives to encourage 

smokers to quit. The excise structure must be fit for purpose and ensure that any measure 

take into account the reduced risk of e-cigarettes 

 

Þ Suggests that Member States should have the option of maintaining no excise rates and 
retain flexibility, by having the option of setting a minimum rate of zero.  

 
6 https://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/ResultDoc/download/DocumentKy/79002 
7 www.ash.org.uk/APPG 
8 https://assets.gov.ie/5707/170119150040-6986c30878ea485abb4cf47b83c505dc.pdf  


