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Tobacco Excise Tax Increases:

Saves Lives. Reduces Health Care Costs. Generates Revenue

The American Cancer Society Cancer Action Network (ACS CAN) supports a comprehensive approach to
tobacco control that includes significantly increasing excise taxes on all tobacco products to generate
revenue, protect kids, and save lives. Significant tobacco tax increases are one of the most effective ways to
prevent kids from starting to use tobacco and help adults quit.’

Health Costs of Tobacco Use

Tobacco is an addictive and deadly
product and smoking harms nearly
every organ in the body and remains
the nation’s number one cause of

preventable death. Cigarette smoking l In 5 ﬂﬂ

and exposure to secondhand smoke Cigarette smoking and exposure to secondhand smoke
cause approximately one out of every cause approximately one out of every five deaths in the
five deaths in the U.S., more than U.S., more than 480,000 premature deaths each year.
480,000 premature deaths each year." This includes approximately 30% of all cancer deaths
This includes approximately 30% of and 81% of lung cancer deaths.

all cancer deaths and 81% of lung

cancer deaths.

The Surgeon General projects that without further action, 5.6 million youth aged 0-17 alive today will die
prematurely from tobacco use." Despite the proven health risks, current rates of cigarette smoking, and
tobacco use remain high. In 2020, 12.5% (30.8 million) of U.S. adults reported using cigarettes and 19% (47.1
million) used some form of tobacco." In 2022, among middle and high school students 24.8% reported ever
having used any tobacco product and more than one in 9 U.S. middle and high school students (11.3%) had
used a tobacco product during the preceding 30 days."

Economic Costs of Tobacco Use
While the personal toll of tobacco is high, this deadly product also costs the U.S. economy billions of dollars
in health care costs, lost wages and lost worker productivity.

e Tobacco use is attributed to more than $240 billion annually in U.S. health care spending and nearly
$185 billion in lost productivity."

e Estimated total lost earnings among individuals aged 25 to 79 years old in the U.S. due to cancer
deaths from cigarettes was $20.9 billion in 2019, with state specific estimates ranging from $32.2
million in Wyoming to $1.6 billion in California.""

e Annual health care expenditures solely from secondhand smoke exposure total $6.99 billion.*

The average retail price of a pack of cigarettes in the U.S. remains at $8.39.* The low price of tobacco
products makes it easy for youth to afford to start and continue smoking and does little to defray the
societal cost smoking has on the U.S. economy.
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Current Cigarette Tax Rates

ACS CAN supports a comprehensive approach to tobacco control that includes significantly increasing
excise taxes on all forms of tobacco. As of July 1, 2024, the average state cigarette excise tax is $1.96 per
pack, but state cigarette excise taxes vary significantly, from a low of 17 cents per pack in Missouri to a high
of $5.35 per pack in New York. Additionally, while not considered for the national average, Puerto Rico taxes
cigarettes at $5.10 per pack.

M AT

Cigarette Tax Rates in the United States, District of Columbia & U.S. Territories
as of July 1, 2024*

NJ $2.70
DE $2.10
MD $5.00

DC $4.50

. Above the national average of $1.96 per pack

Guam - $4.00
Northern Mariana Islands — $3.75
Puerto Rico — $5.10

\ O Fqual to or between $0.98 and $1.96 per pack

. Equal to or below $0.98 per pack
(50% of national average)

B,
k')

*Average calculated for tax rates currently in effect and does not include Puerto Rico or other U.S. territories.

Significant Tobacco Tax Increases

Saves Lives: Regular, significant tax increases of $1.00 or more per pack of cigarettes reduce the
number of people who begin smoking and increase the number of people who quit. Adults with
limited incomes, youth, and pregnant persons are especially likely to quit or reduce their smoking
when the price increases.” In the year after the 2013 cigarette tax increase of $1.60 in Minnesota,
cigarette sales dropped by almost a quarter or nearly 55 million packs. Among Minnesotans who
quit smoking, about two-thirds reported that the increase in price helped them make a quit attempt
or quit completely.V

Reduces Health Care Costs: Lower smoking rates translate into fewer smoking-related cancers and
other diseases, premature deaths, reduced spending on smoking-related health problems, and more
productive workers.

Generates Revenue: Significant increases in cigarette tax rates generate substantial increases in
new revenue. For example, in the year following Oklahoma’s $1.00 per pack cigarette tax increase
in 2018, net state tax revenues increased by over $104 million, a 44.75% increase in revenue.x"
Meanwhile their neighboring states all experienced cigarette tax revenue declines despite all having
lower state cigarette tax rates than Oklahoma.
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Maximizing the Health and Economic Benefits of a Tobacco Tax Increase

Tax increases must be significant, at least a $1.00 per pack of cigarettes, to produce a meaningful public
health impact. Research shows that nationally, a 10% cigarette price increase, if maintained against
inflation, reduces youth smoking rates by 6.5% or more, young adult (18-24 years old) smoking rates by
about 3.25%, adult smoking rates by 2%, and total consumption by 4%.v*ixixii \When tax increases are
small, tobacco companies can adjust prices or offer coupons or discounts to reduce the impact. Tobacco
companies spent over $9.1 billion in 2020 marketing products nationwide including $7 billion on coupons
and promotions that reduced the prices consumers paid for cigarettes

Tax Increases Should Apply to All Tobacco Products

Unless tax rates are consistent across tobacco products the lesser cost products become cheaper
alternatives which cause people to switch products rather than stop using tobacco products. By increasing
the tax on all tobacco products to an equivalent rate, states can help reduce tax evasion, generate more
new revenue, prevent initiation of these products, and ensure that more people who use tobacco quit
instead of switching to a cheaper product. After the 2009 federal tax increase, roll-your-own tobacco was
taxed at a much higher rate than pipe tobacco, even though the two products can be used interchangeably.
Manufacturers started marketing roll-your-own tobacco as pipe tobacco, and consumers bought the lower-
taxed pipe tobacco instead of the higher-taxed roll-your-own tobacco (Figure 1).*

Federal revenue from the 2009 tax over the first Figure 1: Shift in Market Share from Roll-Your-Own to Pipe Tobacco
2.5 years was as much as Sl 1 billion lower than After the Federal Tax Increase on Roll-Your-Own Tobacco™
it could have been if there had been similar tax Pipe tobacco

increases on all tobacco products. Uneven - (federal excise tax increase

R R . \ of $1.73/pound)
application of tobacco taxes is a lose-lose for
the government, because people who switch f

. | Roll-your-own tobacco

tobacco products pay lower taxes but continue \ | (federal excise tax increase
to have costly health problems that cost state \ / of $23.68/pound)
and federal governments additional dollars. -

Year prior to Year following
April 1, 2009 April 1, 2009

ACS CAN's Position

ACS CAN advocates for regular and significant increases in federal, state, and local excise taxes that will
increase the price of all tobacco products.

e Taxincreases should be a minimum increase of $1.00 per pack of cigarettes and an equivalent tax on
all other tobacco products, including e-cigarettes, to produce a meaningful reduction in tobacco
consumption and tobacco-related disease and death.

e There should be tax parity for all tobacco products, including e-cigarettes, pipe tobacco, cigars,
snus, hookah and all other smokeless tobacco products.

e Taxincreases should be just one part of a comprehensive approach to tobacco control, including
creating 100% smoke-free environments and well-funded fact-based tobacco prevention and
cessation programs.
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