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Tobacco companies have opposed tobacco tax increases by arguing that raising prices does not reduce 
smoking.  But the companies’ internal documents, disclosed in the tobacco lawsuits, show that they have 
known for decades that raising cigarette taxes is one of the most effective ways to prevent and reduce 
smoking, especially among kids.1 
 
 Philip Morris (1985):  Of all the concerns, there is one - taxation - that alarms us the most. While 

marketing restrictions and public and passive smoking [restrictions] do depress volume, in our 
experience taxation depresses it much more severely.  Our concern for taxation is, therefore, central to 
our thinking . . . .2 

 Philip Morris (1994):  When the tax goes up, industry loses volume and profits as many smokers cut 
back.3 

 R.J. Reynolds (1982):  If prices were 10% higher, 12-17 incidence [youth smoking] would be 11.9% 
lower.4 

 Philip Morris (1981):  It is clear that price has a pronounced effect on the smoking prevalence of 
teenagers, and that the goals of reducing teenage smoking and balancing the budget would both be 
served by increasing the Federal excise tax on cigarettes.5 

 Philip Morris (1987): Jeffrey Harris of MIT calculated…that the 1982-83 round of price increases 
caused two million adults to quit smoking and prevented 600,000 teenagers from starting to 
smoke…We don’t need to have that happen again.6 

 Philip Morris (1993): A high cigarette price, more than any other cigarette attribute, has the most 
dramatic impact on the share of the quitting population…price, not tar level, is the main driving force 
for quitting.7 

 
Or, as the Convenience Store News put it:  “It's not a hard concept to grasp -- as taxes on cigarettes goes 
up, sales of cigarettes go down.”8 
 
The companies also regularly admit the effectiveness of tax increases to deter smoking in their required 
filings with the U.S. Securities and Exchange Commission. 
 

 Philip Morris:  Tax increases are expected to continue to have an adverse impact on sales of tobacco 
products by our tobacco subsidiaries, due to lower consumption levels... [10-Q Report, November 3, 2008] 

 Lorillard Tobacco:  We believe that increases in excise and similar taxes have had an adverse impact 
on sales of cigarettes. In addition, we believe that future increases, the extent of which cannot be 
predicted, could result in further volume declines for the cigarette industry, including Lorillard 
Tobacco... [10-Q Report, November 4, 2008] 

 R.J. Reynolds:  Together with manufacturers’ price increases in recent years and substantial increases 
in state and federal taxes on tobacco products, these developments have had and will likely continue 
to have an adverse effect on the sale of tobacco products. [10-Q Report, October 24, 2008] 

 
More recently, knowing that prices have an impact on tobacco use, tobacco companies have manipulated 
cigars to become cheap substitutes for cigarettes: 
 
 “It’s cheaper, so it’s more in the grasp of kids.”9 

 “When it came to [federal] taxation…, manufacturers simply bumped up the sizes of their cigars to 
make them unaffected large cigars.”10 

 “People are using them as a cheaper alternative to cigarettes.”11 
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 “Little cigars are an easy product to suggest to price-sensitive customers. If anybody complains about 
the cigarette prices all we have to say is, ‘Hey, have you tried these?’ You hold them up; they look 
like a cigarette pack. You tell them, ‘Yeah, the wrapper is brown, but don’t knock them until you try 
them.’ We do have quite a lot of people convert to them.”12 

 “Price matters. It makes sense to have a large cigar because it’s a cheaper product. It doesn’t get any 
more complicated than that.”13 

 “Every time they raise taxes on cigarettes or the price of cigarettes goes up more and more people 
look at the little cigars.”14 

 “Little cigars are a pretty easy suggestive sell because when people complain about the cigarettes 
prices increasing you can say, ‘Well, we have this option’ and show them a pack of little cigars that 
looks very similar to a pack of cigarettes. From that standpoint, it’s pretty easy to get people to 
switch.”15 

 
Campaign for Tobacco-Free Kids, April 8, 2013 
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