
 

Annex 1  

Table A1. HR tobacco tax evasion model  

 S1 S3 

VARIABLES Coef se coef se 

Price (legal MC) 0.984 (0.644) 1.061 (0.678) 

% NSIP -0.516 (0.517) -0.548 (0.606) 

Urban 0.011 (0.062) 0.011 (0.060) 

Female 0.114* (0.061) 0.112* (0.060) 

Age 0.006*** (0.002) 0.006*** (0.002) 

Low-income     

Mid-income -0.006 (0.038) -0.010 (0.040) 

High-income -0.163** (0.082) -0.159* (0.083) 

Border proximity 0.030 (0.049) 0.011 (0.062) 

Evasion border proximity 0.019 (0.090) 0.044 (0.111) 

Low-price border proximity 0.057 (0.073) 0.049 (0.085) 

Serbia     

Albania 0.118* (0.065) 0.110* (0.063) 

North Macedonia 0.407*** (0.069) 0.405*** (0.071) 

Montenegro - 

 

- 

 Bosnia and Herzegovina 0.139 (0.136) 0.147 (0.145) 

Kosovo 0.330* (0.190) 0.342* (0.198) 

Observations 281   281 
 

* p<0.1, ** p<0.05, *** p<0.01 

Notes: Figures in the table present the marginal effect of increasing the independent variable by one unit on the 

unit change in the dependent variable. Robust standard errors in parentheses. 

Source: Authors’ calculations based on the STC-SEE data 
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Annex 2 – Definition of the tax evasion variables by countries 

Albania 

In the case of Albania, tax evasion for MC cigarettes is identified if a pack has at least one of 

the following criteria: (i) purchased from an illicit source such as on the open air market, on 

the street, or without a legal brand (according to the list of legal cigarette brands in the 

country)
i
; or (ii) without the appropriate health warning label, where health warnings on a 

pack purchased domestically are either missing or are in a foreign language; or (iii) without 

the appropriate tax stamp, such as a pack bought domestically with a tax stamp in a foreign 

language or if it lacks a tax stamp; or (iv) purchased at a price lower than 70 percent of the 

lowest price of cigarettes in the country, with the exception of packs bought abroad or in 

duty-free shops. In the case of HR cigarettes, given the uncertainty in properly defining the 

price of HR packs, only the three above criteria are used to determine tax evasion.  

In addition, this study used pack inspection, where one of the above criteria was not fully 

met. Respondents were asked to show their last-purchased tobacco product (MC or HR 

cigarettes), and if this was not possible or the respondents refused to show their packs, 

information on self-reported price, type of tax stamp and health warning labels were collected 

from the respondents.  

Bosnia- Herzegovina 

In order to identify tax evasion, the five criteria are considered: place of purchase, legality of 

the brand, tax stamp, health warning labels (HWL) and price paid for a inspected pack of 

cigarettes. If the inspected pack does not meet any of these five criteria, it is considered as 

illicit. The legal places of purchase in BiH are retail and wholesale stores and duty-free 

shops. There is no official list of tobacco brands that can be sold in BiH, but the Indirect 

Taxation Authority (ITA) of BiH regularly publishes the list of tobacco brands sold in the 

BMJ Publishing Group Limited (BMJ) disclaims all liability and responsibility arising from any reliance
Supplemental material placed on this supplemental material which has been supplied by the author(s) Tob Control

 doi: 10.1136/tobaccocontrol-2021-056879–8.:10 2022;Tob Control, et al. Vladisavljevic M



country and their retail prices. The inspected pack of cigarettes is considered as illicit if it 

does not contain appropriate tax stamp or HLW according to the legal regulations of the 

country. Also, if the price paid for the inspected pack of cigarettes is lower than 70% of the 

lowest price of cigarettes in the country according to the ITA, the pack of cigarettes is 

considered as illicit.  

Kosovo 

Illicit packs for Kosovo are identified following Joossens et al. (2014) and the respective 

legislation regarding tobacco control.  

Main three characteristics to identify tax evasion in Kosovo include: 

1) Packs without appropriate health warning label: According to the Law on Tobacco 

Control, Article 6 states that: “all tobacco products must have health warnings 

according to the law”. In additioan, Section 9.5 highlights that : “the text must be in 

the official languages”. ii 

2) Packs without appropriate tax stamp: Law on Excise on Tobacco Products: Article 14, 

point 1 states that “Tobacco products […] shall be marked with a fiscal banderol with 

inscription ‘Republic of Kosovo – Ministry of Finances’, which except the inscription 

must contain the mark in serial letters and the number.”iii
 

3) Packs purchased at a price lower than 70% percent of the lowest price of a pack of 

cigarettes in Kosovo: Price of the cheapest brand in Kosovo in 2019 was €1.68.ivv
 

Another characteristic in Joossens et al. [3] to identify cases of tax evasion is the place of 

purchase; this characteristic is excluded from this study because Article 9 of the Law on 

Tobacco Control does not specifically prohibit the sales of tobacco products by independent 

individual sellers on the street or in open air markets .  
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The current legislative framework also does not specify which brands are legal and allowed 

to be sold in Kosovo. According to Kosovo Customs officials, Kosovo neither regulates nor 

distinguishes between legal and illicit tobacco brands. In addition, it does not specify which 

brands are allowed to be sold in the Kosovo market.
vi

  

Based on these information, if a pack of manufactured cigarettes has at least one of the 

characteristics listed above it is considered illicit.  

North Macedonia  

Comparing the relevant legislation in North Macedonia with the answers from the STC-SEE 

survey, the following criteria for identifying an illicit pack of MC or HR pouch are identified:  

- The pack was bought domestically in an illicit place of purchase as defined by law, as 

reported by smokers. 

- The pack was bought domestically and does not have the compulsory tax stamp. 

Packs or HR pouches with removed or destroyed tax stamps are not categorized 

according to this criterion, since the stamp could have been destroyed upon opening 

the pack. Packs with foreign tax stamps that were sold locally are categorized as 

illicit. 

- The pack was bought domestically and does not have the appropriate health warning 

in the Macedonian or Albanian language.
vii

 Also, packs with foreign health warnings 

that were purchased locally are deemed illicit.  

- The pack was bought domestically, and its price is below the threshold of 70 percent 

of the cheapest price in the domestic market, since retail prices are highly regulated 

and cannot be discounted by any means; and, 
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- The pack was bought domestically, and its brand is not registered in the Register of 

Tobacco Brands in North Macedonia, as published on the website of the Ministry of 

Economy.
viii

 The last version of the publicly available Register is from 02.12.2019.
ix

  

Serbia 

To identify the presence of tax evasion, respondents were asked about the price and place of 

their last-purchased pack of MC and HR tobacco. In addition, packs were examined to check 

whether the tax stamp and health warning labels met the criteria for legal packs.  

An MC or HR pack is considered as illicit if at least one of the following applies: (i) 

purchased from an illicit source (not a legal brand or purchased from individuals selling 

cigarettes independently at local markets, through a delivery service, door-to-door, or on the 

street); (ii) without the appropriate health warnings (a pack with health warnings in a 

foreign language or without health warnings, unless purchased in another country or a duty-

free shop), (iii) without the appropriate tax stamp (a pack with a foreign stamp or missing 

a tax stamp, unless purchased in another country or a duty-free shop), (iv) purchased at a 

price lower than 70 percent of the lowest price of cigarettes in the country (as listed in in 

the WHO country profile, unless purchased in another country or a duty-free shop). Since 

information on weight for HR packages was not collected and due to the large differences in 

package sizes—particularly for illicit products—it is not possible to apply price criteria for 

identification of illicit HR products. For this reason, HR tax evasion may be underestimated. 

 

                                                           
i
 General Directorate of Taxation (2020) https://www.tatime.gov.al/c/8/129/134/mimet-maksimale-te-shitjes-

me-pakice-te-cigareve  
ii
 Official Gazette Law No. 04/L-156 on Tobacco Control. (2013). https://gzk.rks-

gov.net/ActDetail.aspx?ActID=8665 
iii

Official Gazette Law No. 04/l-021 on Excise on Tobacco Products. (2011). https://gzk.rks-

gov.net/ActDocumentDetail.aspx?ActID=2779 
iv
 Agjencia e Statistikave të Kosovës. (2019). Harmonized indices of consumer prices November 2019. Series 3: 

Economic statistics. https://ask.rks-gov.net/media/5197/hicp-november-2019.pdf 
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v
 For hand-rolled cigarettes the third characteristic—price of a pack lower than 70 percent of the lowest price—

does not apply since STC-SEE does not provide information on the weight of the last-purchased pack of hand-

rolled tobacco.  
vi
 Interview with Kosovo Customs officers, August 2020. 

vii
 The law allows for health warning labels in the Albanian language, as it is spoken by 20 percent of the 

population.  
viii

 The register in pdf format can be downloaded from:  

http://www.economy.gov.mk/Upload/Documents/ПРЕГЛЕД%20НА%20РЕГИСТРИРАНИ%20МАРКИ%20
НА%20ТУТУНСКИ%20ПРОИЗВОДИ.pdf  
ix

 The website of the Ministry of Economy was last checked on 19.05.2021.  
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