
Cigarettes have generally become less affordable over 
time in developed economies, with increased taxes and 
low income growth, but more affordable in developing 
countries, where there have been minimal changes in 
taxes (Chaloupka et al. 2019). Studies by the WHO suggest 
that 80% of the world’s smokers live in low- and middle-
income countries (LMICs), and that by 2030 more than 
80% of those dying from tobacco-related diseases will be 
from those countries (Ho et. al. 2018). In Ghana, more 
than 5,000 people are killed by tobacco-caused diseases 
every year (Tobacco Atlas 2018). Recent estimates show 
that more than 5,000 children (10-14 years old) and 
804,000 adults (15+ years old) in Ghana use tobacco 
every day (Tobacco Atlas 2018).

Making the case for the use of taxes
The effectiveness of increases in excise tax as a tool for 
reducing tobacco use depends on how the tax increase 
impacts the retail price of the product (IARC 2011; 
Linegar and Walbeek, 2018; Van Walbeek 2010). Global 
tobacco consumption and taxation policies have been 
strongly influenced by the WHO Framework Convention 
on Tobacco Control. Specifically, Article 6 of the WHO 
framework recognises price and tax measures as effective 
mechanisms to decrease demand for tobacco. In addition, 
the guidelines for implementation of Article 6 encourage 
the use of taxation in comprehensive strategies for tobacco 
control. However, tobacco tax rates in many LMICs are 
currently low, and demand for tobacco products is relatively 
inelastic (Kostova et al. 2013). 

Tobacco taxes in Ghana – too low?
Prior to 2007, Ghana imposed a flat ad valorem rate of 
140% (of the CIF value) on all tobacco products. The 
taxation structure was changed to a differentiated specific 
excise tax for cigarettes in 2007 – the rate varied depending 
on the type of cigarette imported. However, two years after 

this tax structure was imposed there was a decrease in total 
tax revenue from non-petroleum excisable products, mainly 
driven by a decrease in revenue from alcoholic beverages – 
revenue from tobacco taxes actually increased. Unfortunately, 
with the reduction in total revenue, coupled with the prevailing 
tax administrative approach, the government reverted to the 
previous tax regime in 2010. This was a flat ad valorem rate 
of 140% of the CIF value, which increased to 150% in 2014, 
and to its current rate of 175% in 2015. 

The current CIF value is, however, very low compared to 
the retail price. Although the ad valorem rate is higher in 
sub-Saharan Africa, and above the ECOWAS minimum ad 
valorem benchmark of 50%, when converted Ghana’s excise 
tax as a percentage of cigarette prices is comparatively low in 
Africa (ECOWAS Protocol 2017; Parliament of Ghana 2015). 
It is estimated that the excise tax as a percentage of the 
retail price of the most sold brand of cigarettes is about 16%, 
while total tax (excise + import duty + VAT + other levies) is 
31.3% of the retail price (MoH and GHS 2010; Parliament 
of Ghana 2015; Tobacco Atlas 2018; WHO 2019). Ghana’s 
excise tax rate on tobacco products, currently 16%, is also 
below the WHO recommended minimum threshold of 70% 
(NCI and WHO 2017; Tobacco Atlas 2018). 

Simulating the effect of a tax policy 
change
Given the current tax administration policy, this paper 
simulates various mixed tax structure systems for Ghana 
that can be used as a basis for further policy intervention. 
Though the current ad valorem tax structure preserves the 
real value of the excise as prices increase, it is typically 
susceptible to undervaluation, encourages price reductions, 
disincentivises costly ‘quality’ improvements due to the 
multiplier effect, and encourages ‘trading down’ in favour 
of cheaper tobacco products, thereby reducing the health 
benefits (WHO 2010). On the other hand, imposition of 
specific excises tends to increase consumer prices relatively 
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more than ad valorem excises, and leads to relatively higher 
reductions in consumption. Data for the modelling came 
from a primary field survey of tobacco prices, as well as 
data from national and international sources. 

Scenario 1: Introducing a GH₵2 specific tax 
with the current 175% ad valorem
If the government introduces a uniform specific tax of 
GH₵2 per pack, equivalent to the ECOWAS directive 
of US$0.40 per pack, the retail price will increase by 
64% – this would translate to an average retail price of 
about GH₵11 per pack. Cigarette consumption will reduce 
by 17% (10.9 million packs), while excise tax revenue is 
expected to increase by 357% (GH₵132 million). 

Scenario 2: Introducing a GH₵4 specific tax with 
the current 175% ad valorem
Should the specific tax be doubled to GH₵4.00 per pack, 
the retail price of cigarettes is expected to increase by 
128% to an average price of about GH₵15.50 per pack. 
Cigarette consumption is estimated to decrease by 
27% – 373.1 million fewer cigarette sticks compared with 
the baseline (2020). The tobacco excise tax revenue will 
increase by approximately GH₵181.6 million (626%). 

Scenario 3: Impose only specific tax of GH₵5 
per pack
This policy intervention simulates a complete change 
from ad valorem to specific excise tax system in line with 
the minimum threshold of the WHO directive – at least 
70% excise tax of the retail price of the most sold brand. 
This is equivalent to GH₵5 per pack in Ghana. With 
this, the average retail price is expected to increase by 
about 152%, with a decrease in cigarette consumption 
by 29.5%. The imposition of the uniform specific tax is 
expected to generate an excise tax revenue of about 
GH₵229.2 million.

Looking forward
Tobacco taxation creates a win-win policy for governments 
across the world – creating the fiscal space to raise 
revenue to finance development programmes, and at 
the same time decreasing tobacco use as a means of 
improving public health. This study proposes a uniform 
mixed excise tax structure, with regular increases of the 
specific component in order to preserve the real value 
of the excise tax, as well as controlling for inflation and 
economic growth.
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