RAISING TOBACCO TAXES: A WIN-WIN-WIN

Increasing the tobacco tax is a win-win-win solution for states: a public health win that reduces smoking and
saves lives, a financial win that reduces smoking-caused health care costs and raises much-needed revenue,
and a political win because tobacco taxes have the strong support of the public. Even the tobacco industry
acknowledges that raising tobacco taxes reduce smoking, which is why they fight so hard to oppose them.
“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.”1
– Myron Johnson, Philip Morris Executive
Since January 1, 2002, 48 states and the District of Columbia have implemented or passed 142 cigarette tax
increases – nearly quadrupling the average state cigarette tax from 43.4 cents to $1.78 per pack today.*
Raising Tobacco Taxes Reduces Tobacco Use, Especially Among Kids
The Surgeon General has called raising prices on cigarettes “one of the most effective tobacco control
interventions.”2 Tobacco tax increases help make cigarettes too expensive for price-sensitive kids to buy and
give smokers another incentive to quit. The 2014 Surgeon General’s report stated, “The evidence is sufficient
to conclude that increases in the prices of tobacco products, including those resulting from excise tax
increases, prevent initiation of tobacco use, promote cessation, and reduce the prevalence and intensity of
tobacco use among youth and adults.”3 The general consensus is that nationally, every 10 percent increase
in the real price of cigarettes reduces adult smoking by about two percent, reduces smoking among young
adults by about 3.5 percent, reduces the number of kids who smoke by six or seven percent, and reduces
overall cigarette consumption by approximately three to five percent.4 Research studies have also found that
cigarette price and tax increases work even more effectively to reduce smoking among pregnant women,
Blacks, Hispanics, and lower-income smokers.5
Raising Tobacco Taxes Reduces Health Care Costs
Tobacco use costs about $170 billion each year in health care expenses, more than 60 percent of it paid by
taxpayers through government programs like Medicare and Medicaid.6 Smokers’ lifetime health care costs
average about $21,000, despite shorter life spans.7 Since many smoking-related diseases take years to
develop, health care cost savings from a cigarette tax increase will be relatively small in the first few years
after an increase; however, they grow quickly. These benefits will be even greater if a portion of the tobacco
tax revenue is dedicated to support tobacco prevention and cessation programs. Because tobacco tax
increases work best to reduce smoking among youth, lower-income smokers and pregnant women, those
smoking declines will reduce state Medicaid program expenditures. Similarly, decreasing smoking rates
among workers reduces public and private sector employers’ health insurance costs – while also decreasing
business productivity losses from smoking-caused job performance declines and work absences, and from
losing productive workers to smoking-caused disease or disability. Among the many other savings from
smoking reductions are reduced property losses from smoking-caused fires, and reduced cleaning and
maintenance costs.
Raising Tobacco Taxes Generates Revenue
Tobacco taxes are a reliable source of revenue for states.8 In fact, every state that has increased its cigarette
tax by a significant amount has enjoyed a substantial increase in revenue, despite ongoing and tax-specific
smoking declines and any ongoing or increased tax evasion.9,10 Put simply, the new revenue the state
receives on each pack sold in the state after a cigarette tax increase always significantly outweighs the
revenue losses from the decline in total pack sales caused by the rate increase. State cigarette and overall
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tobacco tax revenues are also much more predictable and stable than state income tax or corporate tax
revenues, which can decline sharply during recessionary periods.
While the tobacco industry and its allies argue that raising tobacco taxes hurts local businesses, money
spent on cigarettes in state retail stores does not disappear when state smokers quit or cutback. They will
simply shift some of their spending on cigarettes to other items, thereby keeping more money in the state.
For example, pack-a-day smokers who quit because of a state cigarette tax increase can spend the more
than $2,400 per year11 that they would have spent on cigarettes on other goods and services, including
products sold in local convenience stores.
Raising Tobacco Taxes Has Widespread Public Support
The results of numerous polls conducted nationally and in states throughout the country have consistently
shown broad, bipartisan voter support for tobacco tax increases.12 For example, a January 2010 nationwide
poll found that 67 percent of voters favor a $1 increase in their state tobacco tax rates.13 This support
extends across party lines and throughout all regions of the country. Moreover, voters support tobacco taxes
over other tax increases or budget cuts, and support dedicating a portion of tobacco tax revenue to tobacco
prevention efforts.
Support for tax increases has been strong and bipartisan, with state cigarette tax increases being passed
into law 52 times under a Republican governor, 64 times under a Democratic governor, and once under an
Independent governor since 2002.14 Similarly, increases were passed 33 times with a Republican-controlled
legislature, 62 times with a Democratic-controlled legislature, and 21 times with state legislatures where the
control of the state houses was split between the parties. Nine of the increases since 2002 were passed by
voters in ballot initiatives, including California’s $2.00 per pack increase that passed in November 2016.15
Campaign for Tobacco-Free Kids, September 18, 2018 / Ann Boonn
More information on state tobacco taxes is available at https://www.tobaccofreekids.org/fact-sheets/tobacco-controlpolicies/tobacco-taxes.
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