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Il INTRODUCTION

Oral nicotine products have been proven to be a vital component in the battle to
improve public health through reducing the levels of smoking and providing consum-
ers with the ability to switch to a significantly less harmful product. Through providing
people with nicotine in a format that avoids the carcinogens produced by tobacco
smoking these innovations have the potential to significantly improve public health
in Denmark.

Unfortunately, proposals under consideration by the Danish Government would imple-
ment significant restrictions upon the sale of these products, including a nicotine limit
which would outlaw an estimated 90% of the present market. These proposals, part

of the Danish Government's ongoing efforts to regulate alternative nicotine products,
have raised concerns about their potential to undermine public health objectives and
disrupt the market.

Recent research by the Tholos Foundation, conducted in collaboration with Ipsos,
provides a comprehensive look at how Danish consumers might respond to proposed
regulations limiting nicotine content in nicotine pouches to 9 mg per pouch.

CONSUMER REACTIONS TO PROPOSED
NICOTINE LIMIT

Polling data reveals complex consumer responses to the proposed limit. While 50%

of current nicotine pouch users report they would continue purchasing these products
through alternative channels, such as online platforms or cross-border markets, nearly
one infive users (18%) indicate they might return to smoking. This shift could severely
hinder Denmark’s progress in reducing smoking rates, which fell from 19% to 14%
between 2018 and 2023, partly due to the availability of nicotine pouches.

The survey also shows that three quarters of users chose nicotine pouches for
health-related reasons, primarily to reduce or quit smoking. Furthermore, 33% of adults
recognize nicotine pouches as a safer alternative to cigarettes, highlighting their key
role in strategies to reduce smoking rates. If these products are made less effective
through restrictive regulations, the risk of resurgence in smoking and the growth of black
markets becomes a significant concern.




BEHAVIORAL AND ECONOMIC IMPLICATIONS

If nicotine pouches were banned or severely restricted, Ipsos findings indicate worrying
shifts in user behavior:

® 50% of users would turn to alternative channels, including online or cross-border
purchases, to obtain nicotine pouches.

® 40% would switch to other nicotine products.
® 18% would revert to smoking.

These behavioral shifts could lead to ripple effects across public health, consumer
safety, and market stability.

Economically, the proposed limit could devastate local retailers, many of whomrely
heavily on nicotine product sales. The sale of 9 mg nicotine pouches accounts for

40% tax and excise revenue from kiosks and similar retailers, and the regulation is
expected to intensify cross-border trade, further eroding local sales. With this regulation,
retail losses could amount to 400 million DKK in 2025 rising to 600 million DKK in 2030.

The proposed limit is expected to affect the Danish treasury, with economists projecting
tax revenue losses of 296 million DKK in 2025, increasing to 435 million DKK by 2030.

PUBLIC OPINION AND POLICY IMPLICATIONS

Consumer opposition to the nicotine limit of 9 mg per nicotine pouch is strong, with

over half of adults explicitly rejecting the measure. This resistance is tied to widespread
recognition of nicotine pouches as critical to move and stay away from cigarettes; more
than 80% of users believe these products support strategies to reduce smoking rates
and advocate for government policies that enable that.

These findings underscore the potential for significant consequences of the proposed
nicotine limit, spanning public health, consumer safety, economic stability, and regula-
tory integrity. By limiting the potential of nicotine pouches, these measures risk revers-
ing hard-won progress in smoking cessation while creating new challenges, such as
unregulated markets and fiscal losses.




The following sections contain the research
conducted by lpsos and HBS Economics for

RESEARCH

the Tholos Foundation.
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KEY FINDINGS

® The Danish Government is proposing to introduce a limit of 9 mg per one
nicotine pouch.

® [fthelimitisimplemented, half of consumers expect to buy their product anyway
online, cross-border or even in some local stores.

® Onefive of consumers even consider come back to smoking.

® Three quarters of consumers use nicotine pouches due to health-related concerns,
mainly to reduce or stop smoking.

® One third of all respondents believe pouches are less harmful than cigarettes

® The vast majority of consumers do not support the proposed nicotine limit.
More than half are openly opposed to it.

® Over 80% agree that nicotine pouches could be helpful in reducing smoking rates,
and also believe government should support less harmful alternatives to smoking.

® Most consumers support tougher measures to restrict sales to minors. They also
support alternative ways of preventing underaged experimentation through stricter
enforcement & education.




REASON TO USE NICOTINE POUCHES

Three quarters of consumers use nicotine pouches due to health-related concerns,
mainly to reduce or stop smoking. One third of all respondents believe pouches are less
harmful than cigarettes.

Main reasons for pouches usage

Health concerns (to stop/reduce smoking,
pouches are less harmless, no cough, etc)

ul
N

Satisfaction

49

Practical consideration, e.g. less smell

43

33% consider pouches less
Other . 7 harmful than cigarettes

Datain %

CONSUMERS DO NOT SUPPORT LOW NICOTINE LIMIT

The vast majority of consumers do not support the proposed nicotine limit. More than
half are openly opposed toit.

Strongly support ] Somewhat support

[ Donotknow [l Oppose [ Strongly oppose

Nicotine pouch 3
users

!

79% of consumers do not support the nicotine limit
suggested by the government

Datain %




WHAT HAPPENS AFTER A NICOTINE LIMIT INTRODUCTION

If implemented, half of consumers expect to buy their product anyway online,
cross-border or evenin some local stores. One in five consumers will go back to smoking.

Usage if pouches were banned

Find another
way to get
nicotine pouches

P

I will start using
other nicotine
products

P
-
;-

I will stop using
nicotine

I will come back
to smoking

Ways of finding pouches

How would
2 .
you get them? Online

: 54

Across the boarder from

other EU countries 52
| believe nicotine pouches
. . . 51
will be available in some
local stores anyway
Datain %

THE ROLE OF POUCHES IN TOBACCO HARM REDUCTION

Over 80% agree that nicotine pouches could be helpful in reducing smoking rates, and
also believe government should support less harmful alternatives to smoking.

Nicotine pouches could help in
reducing smoking rates

15

m Yes

Government support for
smoking alternatives

17

No

Datain %




MEASURES RESPONDENTS BELIEVE TO BE EFFICIENT

Most consumers support tougher measures to restrict sales to minors. They also
support alternative ways of preventing underaged experimentation through stricter
enforcement & education.

Supporting alternative measures to nicotine limit

Stricter measures to prevent minors

penalties for non-compliant stores)
Ongoing and comprehensive education _ e,
campaigns against underage usage

Restricted sales
to adult-only stores

43

None of the listed . 7

Datain %
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RETAILERS' LOSS OF
REVENUE DUE TO THE
PROPOSED NICOTINE
LIMIT ON NICOTINE
POUCHES IN DENMARK®
(HBS ECONOMICS)

1. This paper is commissioned by the Tholos Foundation.



INTRODUCTION

The Danish government, together with several other Danish parties has agreed ona
comprehensive prevention plan aimed at reducing the consumption of tobacco, nico-
tine products, and alcohol among children and young people. As part of this plan, the
third and final legislative proposal targeting these issues has now been submitted for
public consultation. One of the central initiatives is a ban on the import, purchase, and
possession of nicotine pouches containing more than 9 mg of nicotine? — a limit that
about impacts 90 percent of the current market.® To shed light on the economic effects
of a nicotine limit, this paper presents an analysis of retailers’ static loss of revenue if the
proposed nicotine limit is implemented.

We break down the retail price of nicotine pouches into components such as VAT and
excise duties and derive the retail price after tax and VAT. This allows us to assess both
the expected total revenue and revenue net of tax and VAT.

We find that retailers’ total revenue is projected to reach DKK 1.2 billionin 2025 and is
expectedtorise to DKK 1.7 billion by 2030. The sales of nicotine pouches containing
more than 9 mg correspond to just over 90 percent of the total revenue. The proposed
nicotine limit on nicotine pouches thus implies a static loss of revenue by DKK 1.1 billion
in 2025 and DKK 1.6 billion by 2030. The sale of nicotine pouches with more than 9 mg
of nicotine gives approximately 40 percent in revenue net of VAT and excise duties. The
pro-posed nicotine limit thus results in aloss of net revenue of DKK 0.4 billionin 2025
and DKK 0.6 billion in 2030.

EXCISE DUTIES AND VAT
IN DENMARK

To assess the revenue and revenue net of tax and VAT of Danish retailers for each sold
can of nicotine pouches, it is essential on understand the indirect taxes in Denmark.4
Indirect taxes are taxes that consumers pay when purchasing or selling goods or
services and sellers are responsible for paying to the state.

2. https://www.ism.dk/nyheder/2024/juni/stop-for-nikotinposer-med-soede-smage-og-hoejt-nikotinindhold
3. https://dagligvarehandlen.dk/forbrugere/nye-regler-nikotinposer-kan-oege-graensehandel
4. https://skat.dk/en-us/individuals/taxation-in-denmark/types-of-tax
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Examples include the value-added tax (VAT), which is applied to almost all goods and
services in Denmark, and the excise duties, which are imposed on the import, produc-
tion, and sale of specific goods.

As of June 1, 2024, the excise duties amount to DKK 0.1 per mg of nicotine in a nicotine
product.’ Additionally, Denmark has a single standard VAT rate of 25 percent on the
price charged.®

DECOMPOSITION OF THE PRICE OF
NICOTINE POUCHES

The average retail price for a can of nicotine pouches is DKK 60 for a can containing 20
nicotine pouches, each with 11 mg of nicotine, see figure below.?

The excise duties of a 11 mg, 20-pouch can of nicotine pouches is DKK 22 in Denmark.
The VAT of a typical 20-pouch can is DKK 12. This leaves the net retail price at DKK 26
after excise duties and VAT.

60
50
40

30 -

20

10

Retail Price Excise duties VAT Retail price after excise
duties and VAT

5.  https://skm.dk/tal-og-metode/satser/satser-og-beloebsgraenser-i-lovaivningen/forbrugsafaiftsloven

https://skat.dk/erhverv/moms/i-gang-med-moms

7. The retail price of nicotine pouches in Denmark typically ranges fromm DKK 42 to 70 per can, with each pouch generally containing between
6 and 16 mg of nicotine.

o
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To determine retailer’'s revenue in the coming years, the expected domestic sales of
nicotine cans up until 2030 are calculated. According to the Danish Ministry of Taxation,
the domestic sales of nicotine pouches in Denmark were about 24 million cans in 2023.
The calculations are further based on the Danish Ministry of Taxation’'s assumption that
domestic sales of nicotine pouches are expected to increase by 8 percent per year as
well as their expectations for the effect of the increased excise duties on nicotine prod-
uctsin 2024 which is expected to have reduced the domestic sale.

Itis estimated that domestic sales of nicotine pouches will be around 20 million cans in
2025, rising to around 29 million cans in 2030. It is expected that 90 percent of the cans
contain more than 9 mg of nicotine per pouch. We base the calculations on an average
retail price of 60 DKK for cans containing more than 9 mg nicotine per pouch and an
average retail price of 55 DKK for cans containing 9 mg nicotine per pouch or less.

As aresult, retailers’' total gross revenue is projected to reach almost DKK 1,2 billionin
2025 andrise to about DKK 1,7 billion by 2030. The proposed nicotine limit on nicotine
pouches containing more than 9 mg implies a static loss of gross revenue of 1.05 billion
in 2025 and 1.55 billionin 2030. This corresponds to just over 90 percent of total revenue.

There is an average revenue net of VAT and excise duties of 40 percent on nicotine

pouches containing more than 9 mg of nicotine. The proposed nicotine limit thus results
in a static loss of revenue net of tax of DKK 0.4 billionin 2025 and DKK 0.6 billion in 2030.

Millions, DKK (2024-prices)

2,000
1.700
1,500 B Retailers revenue
1.150 (pouches > 9mg nicotine
1,000 Static loss
of revenue ' Retailers revenue
duetothe — (pouches < = 9mg nicotine
500 proposed
nicotine
limit -
0
2025 2030

14




EFFECT OF THE
PROPOSED NICOTINE
LIMIT ON NICOTINE
POUCHES ON PUBLIC
REVENUE IN DENMARK?®

8. This paper is commissioned by the Tholos Foundation.



INTRODUCTION

The Danish government, together with several other Danish parties has agreed on a
comprehensive prevention plan aimed at reducing the consumption of tobacco, nico-
tine products, and alcohol among children and young people. As part of this plan, the
third and final legislative proposal targeting these issues has now been submitted for
public consultation. One of the central initiatives is a ban on the import, purchase, and
possession of nicotine pouches containing more than 9 mg of nicotine® — a limit that
impacts about 90 percent of the current market.’ However, the proposed nicotine limit
includes an exception for travel goods and allows individuals to carry and possess up to
10 units for personal use.

To shed light on the economic effects of the proposed nicotine limit for nicotine pouches,
this paper presents an analysis on the effects on public revenue in Denmark. It includes
an assessment of the immediate revenue effects of the limit and an estimate of the
expected behavioral effects based on different behavioral assumptions, both taking the
so-called feedback effects into account.

The proposed ban on the import, purchase, and possession of nicotine pouches
containing more than 9 mg of nicotine will lead to animmediate static revenue loss,
primarily resulting from the elimination of excise duties and VAT associated with nico-
tine pouches with more than 9 mg. This static effect reflects the direct financial impact
without ac-counting for any subsequent adjustments or behavioral responses, that
could partially mitigate the immediate revenue loss. In addition, the static effects include
animmediate feedback effect reflecting that the proposed nicotine limit on nicotine
pouches immediately increases all consumers purchasing power and thereby their
general consumption.

The behavioral responses that must be accounted for to evaluate the long-term effects
include a substitution effect, reflecting that some consumers are likely to switch to nico-
tine pouches with up to 9 mg nicotine or cigarettes, which might directly increase the tax
revenue from these products. Behavioral responses also include the potential impact on
cross-border and illegal market sales. If consumers substitute nicotine pouches to other
nicotine products, turn to illegal markets or purchase nicotine products from neighbor-
ing countries, this could affect the impact from the feedback effects and may therefore
also affect tax revenue.

9. ism.dk/nyheder/2024/juni/stop-for-nikotinposer-med-soede-smage-og-hoejt-nikotinindhold
10. dagligvarehandlen.dk/forbrugere/nye-regler-nikotinposer-kan-oege-graensehandel
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The behavioral responses may in addition also free up income, increasing households’
purchasing power if the money saved is not redirected completely to other expenses.
Thereby, changing the economic incentives to work and consequently the labor supply.

It is estimated with some uncertainty that the proposed nicotine limit on nicotine
pouch-es in Denmark will lead to a lasting loss of tax revenue by around DKK 296 million
in 2025, increasing to almost DKK 435 million annually by 2030 due to the expected
growth in nicotine pouch consumption.

EXCISE TAXES, VAT AND FEEDBACK EFFECTS

The proposed ban on the import, purchase, and possession of nicotine pouches with
more than 9 mg of nicotine in Denmark willimpact public tax revenue. The immediate
effect will be a revenue loss, as excise duties and VAT from these products will no longer
contribute to state finances.

Additionally, indirect revenue changes may arise from shifts in consumer behavior. This
for instance includes that some nicotine pouches with more than 9mg of nicotine will be
substituted with nicotine pouches with up to 9 mg of nicotine or with cigarettes. This also
includes that some consumers may choose to purchase nicotine pouches with more than
9 mg of nicotine across the border or resort to illegal markets, as for instance Sweden
allows the sale of nicotine pouches containing up to 20 mg of nicotine.’ These changesin
consumption patterns may consequently reduce the immediate revenue loss.

To comprehensively assess both the direct and indirect effects onrevenue, itis essen-
tial to understand the tax rates and structure of the Danish tax system, which includes
both direct and indirect taxes."? Indirect taxes are taxes paid when purchasing or selling
goods or services and play a key role in determining the public revenue impact. Exam-
ples include value-added tax (VAT), which is applied to almost all goods and services in
Denmark, and excise duties, which are imposed on the import, production, and sale of
specific goods.

11.  https://dagligvarehandlen.dk/forbrugere/nye-regler-nikotinposer-kan-oege-graensehandel
12. https://skat.dk/en-us/individuals/taxation-in-denmark/types-of-tax
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VAT is a percentage-based tax, that is a common way for governments to generate
revenue. Denmark has a single standard VAT rate of 25 percent on the price charged
(excluding VAT) or 20 percent on the price charged (including VAT). Excise duties, on the
other hand, are typically quantity-based rather than value-based, meaning they are
applied per unit of the item rather than as a percentage of the sale price. Excise rates
vary depending on the type of product and are intended both to generate revenue and
to discourage consumption of products associated with health or environmental risks.
The standard VAT rate and the size of the excise duties on nicotine products and ciga-
rettes in Denmark are shown in the table below.

Indirect taxes in Denmark, 2025

25

Standard rate, percent

Excise duties

Nicotine products DKK per mg of nicotine
- Nicotine products 0,10

Cigarettes DKK per unit
- Cigarettes 1,97

In addition to the direct and indirect effects, the proposed nicotine limit on nicotine
pouches can potentially also trigger a feedback effect on public revenue. This feed-
back effect reflects that policy changes, that have a direct impact on disposable
incomes or purchasing power, will also influence public revenue from VAT and excise
duties (consumption taxes) through increased or decreased consumption, assuming
consumption behavior remains unchanged. Therefore, the feedback effect is a common
part of the calculation of fiscal consequences of policy changes in Denmark."

13. fm.dk/media/lagnazt5/dokumentationsnotat om opgoerelse af nettoafgiftsfaktoren a.pdf

18


http://fm.dk/media/laqnazt5/dokumentationsnotat_om_opgoerelse_af_nettoafgiftsfaktoren_a.pdf

Excise duties do not change the disposable income but change the purchasing power
of the disposable income if the excise duties change the real value of the disposable
income. Therefore, the proposed nicotine limit for nicotine pouches might immediately
and directly increase the real value of the disposable income. Likewise, if people as a
response to the proposed nicotine limit, substitute towards other alternative nicotine
products are taxed at different rates or have varying price structures, this could poten-
tially trigger a feedback effect on public revenue by impacting consumers’ realincome.
Similarly, if people engage in cross-border or illegal shopping, it may also lead to feed-
back effects for the same reason.

The size of the feedback factor in Denmark, determining the feedback effect, is calcu-
lated as a 10-year average, reflecting the Danish tax system and accounting for histor-
ical economic cycles. In Denmark, the feedback factor for excise duties is determined to
be 21 percent.'

IMMEDIATE REVENUE LOSS AND FEEDBACK EFFECT

To determine the immediate reduction in revenue for the Danish governmentin 2025
from the proposed nicotine limit on nicotine pouches, an expected domestic sale of
nicotine pouches with more than 9 mg of nicotine in 2025 is calculated. In general, the
calculationis based on the Danish Ministry of Taxation's estimation of domestic sales of
all nicotine pouches for 2023, the assumed proportion of pouches containing more than
9 mg of nicotine, the expected growth in nicotine pouch consumption, and the projected
behavioral effects of the now recently adopted excise tax change on nicotine products
in 2024. These projected behavioral effects involve cross-border trade and substitution
of nicotine pouches with cigarettes from changes in tax rates.’™

Specifically, the Danish Ministry of Taxations estimation of the domestic sales of nicotine
pouches for 2023 is based on revenue data from the Tax Agency’s excise duty system
and current tax rates for nicotine products. The Danish Ministry of Taxation estimated
that domestic sales of nicotine pouchesin 2023 reached 490 million units, with total
consumption in Denmark amounting to 560 million units.

14. https://fm.dk/media/lagnazt5/dokumentationsnotat om opgoerelse aof nettoafgiftsfaktoren a.pdf
15. https://skm.dk/media/iwljgdev/forhoejelse-af-afgiften-paa-nikotinprodukter.pdf
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In our calculations we then account for the recently adopted excise tax change by
using the Danish Ministry of Taxation projected change in the reduction of consump-
tion, cross-border trade and the effect of substitution towards cigarettes from this tax
change. We assume that the domestic sales of nicotine pouches will grow by 8 percent
annually from 2023 to 2030. This growth rate is based on the Danish Ministry of Taxa-
tion's expected increase in the number of daily users from 2022 to 2023, which was
based on data from the tobacco industry on the rise in the sales of smokeless tobacco
products (including nicotine products) from 2021to 2022."¢

The expected domestic sales of nicotine pouchesin 2025 are calculated to be 391
million pouches. It is assumed that 90 percent of the nicotine pouches contain more than
9 mg of nicotine, whereby the domestic sales of nicotine pouches with more than 9 mg
of nicotine in 2025 are calculated to be 352 million pouches. It is assumed that these
nicotine pouch-es on average contain 12 mg of nicotine each.

This implies that the expected immediate revenue loss (inclusive VAT) from the nico-
tine limit on nicotine pouches can be estimated at around DKK 633 million, as shown in
the figure below. If only domestic sales are expected to grow annually towards 2030,
i.e. keeping the price, excise duties etc. constant, the immediate revenue lossin 2030 is
expected to amount to DKK 930 million.

The proposed nicotine limit on nicotine pouches will lead to animmediate increase in the
purchasing power for all consumers of nicotine pouches with more than 9 mg of nicotine.
Assuming consumption behavior will remain unchanged, the immediate feedback effect
from the nicotine limit will significantly mitigate a large portion of the immediate revnue. The
feedback effect is estimated to be DKK 222 millionin 2025 and DKK 326 million in 2030.

Millions, DKK
1000 930
800
600
400

200

0

2025 2030

16. https://skm.dk/media/iwljgdev/forhoejelse-af-afgiften-paa-nikotinprodukter.pdf
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SUBSTITUTION EFFECT

The Danish Ministry of Taxation assumes that, in response to the recent increasein
excise taxes on nicotine pouches, a portion of users will shift to using cigarettes. Simi-
larly, in the event of the proposed nicotine limit on nicotine pouches, we also anticipate
that some users in Denmark will switch to cigarettes. 7 Additionally, we assume that
other users may turn to substitutes as nicotine pouches with up to 9 mg of nicotine when
nicotine pouches with more than 9 mg of nicotine are no longer legally available for
purchase etc. in Den-mark.

According to a survey among around 500 users of nicotine pouches in Denmark, which
was collected in October 2024 by IPSOS on behalf of the Tholos Foundation, 24 percent
of the users of nicotine pouches today report that they will stop using nicotine products
completely if “such a ban came to be". This implies that 76 percent of the users would
either substitute with other products (cigarettes or nicotine pouches with up to 9 mg

of nicotine) or buy their products online or at the border. Based on the results from the
survey, we estimate that about 13 percent substitute to cigarettes, about 28 percent
substitute to nicotine pouches with up to 9 mg of nicotine, while the last about 35
percent buy their products at the border or illegally.

We calculate the increase inrevenue from the excise duties and VAT associated with the
substitutes. These calculations are based on the level of the indirect taxes in the table
above and the expected substitution from the nicotine pouches. We also calculate the
feedback effects related to substitution. In these calculations we first account for the
fact that this group does not experience the same change in purchasing power as those
who quit nicotine pouches, as assumed in the calculation of the immediate feedback
effect. Then we consider that this group may instead experience a shift in purchasing
power due to different price and tax structures associated with their new consumption
bundle, which can lead to feedback effects.

The tax effects from the substitution together with the net feedback effects from real
change in purchasing power partially mitigates the revenue loss. Public revenue is
expected toincrease by about DKK 174 millionin 2025 and DKK 256 millionin 2030, see
table below.

17. https://skm.dk/media/iwljgdev/forhoejelse-af-afgiften-paa-nikotinprodukter.pdf
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EFFECT ON CROSS-BORDER, ONLINE
AND ILLEGAL SHOPPING

As stated, about 35 percent of the users are assumed to purchase nicotine products from
neighboring countries or illegal markets as a response to the proposed nicotine limit.

The cross-border and illegal online shopping does not directly result in a revenue gain
for the Danish state but may result in an indirect feedback effect.

When calculating this feedback effect related to cross-border shopping, online shop-
ping, and illegal trade we take into account that this group does not experience the
same change in purchasing power as those who quit nicotine pouches, as assumed

in the calculation of the immediate feedback effect, since they shop at the border or
online. Then we consider that this group may instead experience a shift in purchasing
power due to price disparities between Denmark and the neighboring countries or ille-
gal markets, which can lead to a feedback effect. The price disparity is mainly due to the
lack of or reduced excise duty.

The net feedback effect from increased cross-border shopping, online shopping and
illegal trade is expected to increase the immediate revenue loss by roughly DKK 42
million in 2025 and DKK 62 millionin 2030, see table below.
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LABOR SUPPLY EFFECTS

The proposed nicotine limit frees up income for consumers who choose to quit their
use completely after the nicotine limit, increasing households’ purchasing power if the
money saved is not redirected to other expenses, and thus changes the economic
incentives to work."®

The Danish ministries assume that the impact on the labor supply from a change in for
instance excise duties correspond to the impact from a revenue-equivalent change

in in-come taxes with same incidence. A similar incidence refers to, that the impact on
house-holds’ purchasing power (measured as a percentage of disposable income)
follows the same distributional profile as the change in the income tax. We use the same
principle and assume that the impact on the labor supply from the proposed nicotine
limit on nicotine pouches corresponds to the impact from a revenue-equivalent change
inincome tax-es with same incidence.’

Since there is no basis for assessing the incidence of the proposed nicotine limit and
thereby the impact on the labor supply, we rely on the Danish Ministry of Taxations esti-
mates for labor supply effects for taxes on cigarettes and tobacco. 2° Thus, the esti-
mates should be interpreted with caution.

The self-financing rate of labor supply from a change in taxes on cigarettes and tobacco
amounts to -7 percent of the burden (after feedback effects). We thereby estimate the
labor supply effect to be about DKK 17 millionin 2025 and DKK 25 millionin 2030, see
table below.

18. We assume that the proposed nicotine limit will only affect the labor supply of those who cease their consumption. This is because there is
no immediate effect on disposable income for individuals who substitute their consumption, and the costs associated with cross-border
trade are assumed to offset any savings from cheaper alternatives.

19. https://skm.dk/media/Skatteministeriet/Dokumenter/PDF'er/Regnemetoder - kapitler af Skatte%C3%B8konomisk Rede-
9%C3%B8relse/sr21-kap-4.pdf

20. https://skm.dk/media/iwligdev/forhoejelse-af-afgiften-paa-nikotinprodukter.pdf
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REVENUE AFTER FEEDBACK & BEHAVIORAL EFFECTS

The projected immediate impact of the proposed nicotine limit for nicotine pouchesis a
public revenue loss estimated at around DKK 633 millionin 2025, increasing to DKK 930
million by 2030 due to expected growth in nicotine pouch consumption. However, when
accounting for feedback effects and behavioral adjustments, the net revenue loss is
expected to be DKK 296 millionin 2025 and DKK 435 million by 2030.

Effect on total public revenue from the proposed nicotine limit
on nicotine pouches in Denmark

MILLION DKK 2025 plok{e]
Immediate revenue (excl. VAT) -422 -620
Immediate revenue (incl. VAT) -633 -930
Immediate feedback effect 222 326

Immediate revenue (after feedback)

Behavioral effects
(incl. feedback effects and VAT)

- Substitution to cigarettes and other nicotine pouches 174 256

- Cross-border trade and illegal online shopping -42 -62

- Labor supply -17 -25
Revenue after feedback and behavioral effects -296 -435
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