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The Surgeon General has called raising prices on cigarettes “one of the most effective tobacco control 
interventions” because increasing price is proven to reduce smoking, especially among kids and among 
those with low incomes.1  
 
While there is clear evidence on the effectiveness of tax increases, some have concerns about the 
potential for a disproportionate impact among the poor because smoking levels are highest among people 
with low incomes. However, research has demonstrated that tobacco tax increases benefit the poor at a 
greater rate than any other socioeconomic group.  
 
Further, it is smoking itself and its health harms that are hurting the lower-income population. The higher 
smoking rates among lower-income groups means they suffer disproportionately more from smoking and 
will, consequently, benefit the most from effective new measures that reduce smoking, including higher 
prices through increased tobacco taxes.  
 
Tobacco tax increases significantly benefit the poor. When researchers evaluated the impact of the 
2009 federal tobacco tax increase, they found that the tax not only reduced smoking among young people,2 
but also had striking benefits for low-income individuals. The researchers found that nearly half of the lives 
saved due to smoking reductions from the 2009 federal tobacco tax increase will be among those below 
the poverty line, despite the fact that this group will pay the smallest share of the tax increase.3 
 
Jason Furman, the Chairman of the Council of Economic Advisers, described benefits from the 2009 
federal tobacco tax increase as “strongly progressive,” stating, “health benefits of tobacco taxes far exceed 
the increase in tax liability, and these health benefits accrue disproportionately to lower-income 
households.” The 2009 federal tax increase further benefited lower-income families since the revenues 
from the tax increase were allocated to expanding the state Children’s Health Insurance Program.4 
 
Low-income smokers are much more likely to quit because of tobacco tax increases than higher-
income smokers.  In general, lower-income smokers are less likely to quit than higher-income smokers 
and they and their families are more likely to continue suffering from their smoking.5 But studies show that 
low-income smokers are very sensitive to price, so by raising cigarette prices, substantial cigarette tax 
increases would prompt these smokers to quit or cutback and stop kids from ever starting.6 Major U.S. and 
International health agencies reinforce these findings: 
 

 The Centers for Disease Control and Prevention’s Best Practices User Guide on Health Equity in 
Tobacco Prevention and Control states, “Evidence also shows that increasing the price of tobacco 
products can reduce tobacco-related disparities among different income groups and may reduce 
disparities among different racial and ethnic groups.”7 

 Based on the review of the science, the Community Preventive Services Task Force determined 
that increasing the price of tobacco products is an “effective approach to reducing tobacco-related 
disparities by income.”8 

 The International Agency for Research on Cancer’s 2011 report, Effectiveness of Tax and Price 
Policies for Tobacco Control, stated, “[the price responsiveness of tobacco demand] is consistently 
higher among the poor than the rich in high-income countries. … Poor people also incur 
increasingly higher opportunity cost of tobacco use when tobacco price increases, and thus tend to 
reduce tobacco consumption more than the rich would do.”9 

 In The Economic and Health Benefits of Tobacco Taxation, the World Health Organization 
stated, “all the evidence shows that poorer tobacco consumers are far more responsive to 
increases in price than higher income consumers, and therefore benefit the most in terms of 
avoiding death and disease associated with tobacco use. This makes it a pro-poor policy.”10 
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Tobacco tax increases can give current smokers a “tax cut.”  Many current smokers (especially those 
with low incomes) will completely avoid the new cigarette tax by quitting and others will seek to reduce its 
impact by cutting back on their smoking or switching from premium brands to cheaper cigarettes. Those 
who quit because of the tax increase will end up saving all the money they used to spend on cigarettes (not 
just the money they used to spend on cigarette taxes), and some of those who cut back or switch to 
cheaper brands will also reduce their overall expenditures on cigarettes. In the United States, every pack-a-
day smoker who quits in response to a cigarette tax increase will not only avoid the tax increase but also 
save an average of more than $2,000 per year from no longer buying cigarettes.11 Other smokers who quit 
or cut back would obtain similar savings. As the wife of a couple that quit smoking in response to a 
cigarette tax increase in Kentucky stated, “It’s easier paying the bills, and groceries. You’re not pinching 
pennies just to see what you can and can’t buy. With two people not smoking now, it made a big 
difference.”12 
 
Tobacco tax increases improve the health of low-income smokers and their families and 
significantly reduce their related costs.  Those who stop smoking in response to cigarette tax increases 
will greatly improve their own health, which could significantly reduce their health costs. Smokers die 
younger than nonsmokers but because of their higher rates of illness and disability they still have 
substantially higher annual and lifetime health care costs.13 Nationwide, smoking-caused health care 
expenditures total about $170 billion per year, with billions being paid directly by smokers through direct 
health care payments and increased health insurance premiums.14 Smoking among Medicaid enrollees 
costs states and the federal government at least $39.6 billion each year.15  
 
Other benefits to low-income families and communities from tobacco tax increases.  Low-income 
smokers and their communities will benefit more when some of the new revenues from tobacco tax 
increases are directed to programs to help people quit and to prevent kids from starting. New revenues 
from tobacco tax increases can also provide funding for or prevent cuts to government programs that 
provide critically needed services to low-income families or communities. For instance, the 2009 federal 
tobacco tax increases raised revenue for the state children’s health insurance program and new revenue 
from Maryland’s 2008 cigarette tax increase helped to expand health insurance coverage in the state. 
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More information on tobacco-tax increases is available at 
http://www.tobaccofreekids.org/facts_issues/fact_sheets/policies/tax/us_state_local/. 
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