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On behalf of the Campaign for Tobacco-Free Kids, I am submitting this written testimony to the House 
Finance and Taxation Committee in support of the tobacco tax increase in HB 1570, which raises the 
cigarette tax by $1.09 per pack and closes loopholes to effectively tax all other tobacco products in North 
Dakota. This is a tremendous opportunity to reduce tobacco use and dramatically improve health, while at 
the same time reducing health care costs, making our workforce healthier and more productive, and 
raising revenue for vital programs here in North Dakota. I want to highlight the projected benefits to the 
state from the proposed cigarette tax increase, as well as more general benefits from a tobacco tax 
increase, and then address some of the claims you may hear from the opposition. 

At only 44 cents per pack, North Dakota's cigarette tax hasn’t been raised since 1993 and ranks near 
dead last among all states – 49th in the country – and much lower than the average state cigarette tax of 
$1.97 per pack. During that time, the price of cigarettes in North Dakota has increased by 310% due to 
company price increases and inflation, while the tax has remained the same: back in 1993, the 44-cent 
tax was 24% of the retail price ($1.80), but in 2023 (most recent available), the current tax only makes up 
6% of the retail price ($7.395).1 

Since North Dakota’s last cigarette tax increase over 30 years ago, most states – 48 and DC – have 
increased their cigarette taxes, with 39 states and DC increasing their cigarette tax multiple times since 
then. We are being left behind as other states modernize their tobacco taxes to address the array of new 
tobacco and nicotine products that directly target our kids. The proposed $1.09 per pack cigarette tax 
increase will bring North Dakota up to South Dakota’s cigarette tax rate of $1.53 per pack. 

Very simply, raising the tobacco tax is a win-win for North Dakota. It’s a win for health because it will 
reduce tobacco use and its devastating health effects. This is why we support the tobacco tax. It’s also a 
win for the state economy because it will lower health care costs through reductions in tobacco use and, 
despite declines in consumption, it will raise revenues. 

Health WIN 

Despite declines in tobacco use over the years, tobacco use still exacts a heavy toll on North Dakota 
today. Tobacco use takes the life of 1,000 of your fellow North Dakotans – your mothers, fathers, 
brothers, sisters, friends, and other loved ones – every year.2 

This horrible toll will continue unless we act aggressively. Without action, many kids in North Dakota will 
become regular daily smokers and are risking a lifetime of associated health problems and premature 
death.3 

By raising the state’s tobacco tax by a significant amount, at least by $1.09 per pack, North Dakota will 
reduce smoking, and all its related harms, especially among kids. Closing loopholes in the tax on other 
tobacco products will further drive down tobacco use, particularly among the trendy products that are 
attracting our kids. While we may not intuitively believe that $1.09 is enough to make a difference to 
today’s kids, who seem to have more money than any of us ever did as teenagers, the data simply do not 
lie. When tobacco product prices go up significantly, tobacco use goes down, especially among kids. 

The science could not be clearer. Based on over 100 studies, experts have concluded that raising 
tobacco taxes is one of the most effective measures we can take to reduce smoking.4 The 2014 Surgeon 
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General’s Report, The Health Consequences of Smoking—50 Years of Progress, found that “Raising 
prices on cigarettes is one of the most effective tobacco control interventions.”5 In addition, Wall Street 
tobacco analysts and even the tobacco companies agree with the National Cancer Institute, the CDC, the 
Institute of Medicine of the National Academy of Sciences and the World Bank in finding that raising 
tobacco prices reduces tobacco use.6 

Now there aren’t too many things that health advocates and the tobacco companies agree on, but this is 
one. And that’s why health groups like mine, along with the American Cancer Society, the American Heart 
Association, the American Lung Association, and many others, support the tobacco tax increase and why 
the tobacco companies oppose it. 

Based on a model developed by health economist Dr. Frank Chaloupka, the Campaign for Tobacco-Free 
Kids, and the American Cancer Society Cancer Action Network, a $1.09 increase in North Dakota’s 
cigarette tax is projected to prevent 500 kids from becoming addicted smokers, encourage 1,700 adults 
who smoke to quit, and prevent 400 smoking-caused premature deaths. 

Small tax increases of much less than a dollar per pack aren’t large enough to make an impact on health 
because tobacco companies spend billions of dollars each year to nullify such small increases with price 
discounts and other promotions.7 For instance, after Louisiana’s 50-cent cigarette tax increase in 2015, 
cigarettes were being sold in that state with 50-cent coupons attached right on the packs. 

It’s also important to adjust the tax on other tobacco products when the cigarette tax is raised to make 
these addictive products less affordable by kids. Nowadays there’s a huge array of candy-flavored 
nicotine, like e-cigarettes and nicotine pouches, that are fueling North Dakota’s youth nicotine and 
tobacco problem. Keeping prices on these products high will keep them away from our kids. It’s time for 
North Dakota to close that loophole and tax all tobacco products. 

Some people may argue that we need to keep prices on certain products lower than others, but the truth 
is that the data aren’t out there to show how much less harmful certain products might be compared to 
others. But what we do know is that any form of nicotine is bad for our kids – it’s highly addictive, can 
harm adolescent brain development, and affect memory and learning. We have a shared responsibility to 
keep these dangerous and addictive products away from children. We should make sure that the prices of 
all tobacco products – through a tax increase – are high enough to keep them out of kids’ hands. 

These tremendous gains in health from a tax increase will be further enhanced if North Dakota dedicates 
some portion of the new revenues to tobacco prevention and cessation efforts. The latest Surgeon 
General’s Report noted, “A cigarette tax increase may have the greatest impact on reducing tobacco use 
when the tax increase is large and combined with comprehensive cessation support.”8 States that have 
invested in comprehensive tobacco prevention and cessation programs have reduced tobacco use at 
rates far greater than the rest of the country, and these declines are in addition to those caused by 
tobacco price increases. 

Economic WIN 

The resulting reductions in tobacco use will benefit North Dakota’s economy by reducing health care 
costs and raising revenue. 

Tobacco-related diseases amount to $379 million in direct health care costs in North Dakota each year, 
much of it borne by taxpayers.9 Whether they smoke or not, each household in the state pays $910 per 
year to cover these tobacco-related health care costs. Reducing tobacco use through a significant 
tobacco tax increase like the proposed $1.09 increase will have a considerable impact on decreasing the 
heavy economic toll of tobacco in this state.  

In the first five years after the tax increase, the state would save more than $850,000 in health care costs 
from treating fewer cases of smoking-caused lung cancer, heart attacks, strokes, and the effects of 
smoking during pregnancy. In addition, more than $28.6 million in health care cost savings will accrue 
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over the lifetime of those prevented from becoming smokers and those who quit from the tax increase. 
Investing in cessation and prevention programs would amplify those savings. 

In addition, reducing tobacco use among North Dakotans means a healthier work force. In North Dakota, 
productivity losses from smoking-caused premature death or illnesses that impact the ability to work (i.e., 
absenteeism, non-productivity at work, and inability to work due to disability) amounts to over $715 million 
per year.10 Businesses considering starting or expanding here are looking for a healthy workforce to keep 
health care costs low, so tobacco use is an economic development issue as well. 

Aside from the health impact, there is another reason that states continue to increase their tobacco taxes. 
Even with the declines in tobacco use that occur as a result, substantial tobacco tax increases always 
result in significant revenue for the state. Simply put, every state that has raised its tobacco tax 
significantly has seen revenues increase dramatically even as consumption declines. 

The proposed $1.09 per pack increase in North Dakota’s cigarette tax is projected to raise over $24 
million in new revenue for the state in the first year. This estimate takes into account reductions in 
smoking, as well as any tax avoidance, as a result of the tax increase. Closing loopholes in the taxes on 
other tobacco products will generate even more new revenue and benefits. 

There are countless examples of higher revenues after tobacco tax increases from states all over the 
country. Since North Dakota’s 1993 increase, 22 states and Washington, DC, increased their cigarette tax 
rates by $1.00 per pack or higher: California, Colorado, Connecticut, Florida, Illinois, Iowa, Maine, 
Maryland, Massachusetts, Minnesota, Montana, Nevada, New York, Oklahoma, Oregon, Pennsylvania, 
Rhode Island, South Dakota, Texas, Utah, Washington state, and Wisconsin. Four of the states, Illinois, 
Maryland, Massachusetts, New York, and DC increased their tax rates by at least $1.00 per pack more 
than once during that period. These states vary in size, region, and circumstance, but each gained 
tremendous health benefits and millions in new revenue, in addition to reductions in tobacco use. 

As expected, revenues from tobacco taxes will decline over time, which is a good thing because that 
means fewer people are using tobacco products. These declines will be predictable, allowing states plan 
accordingly. North Dakota’s cigarette tax revenue rose after the rate increase at the beginning of FY 1994 
and have remained, for the most part, at the higher level of revenue. The bigger declines in more recent 
years reflect investments in national media campaigns such as the CDC’s national media campaign, Tips 
from Former Smokers, and the FDA’s Real Cost media campaign aimed at youth, that have helped drive 
down smoking rates across the country, and increased use of alternative tobacco products. 

As mentioned earlier, the gains in health care cost savings due to reductions in tobacco use will offset 
declines in tobacco tax revenue over time. After the initial increase in North Dakota’s revenues following 
the $1.09 cigarette tax increase, we would again expect revenues to decline as more people quit or cut 
back over time.  

Opposition Arguments 

As you debate this issue, you will hear a lot of talk about cigarette smuggling, or how smokers will avoid 
the new tax through cross-border sales, which opponents argue will lead to lost business, higher 
unemployment, and substantial amounts of new revenue for the states bordering North Dakota. Of 
course, these claims are overblown.  

Cross-Border Sales.  We do not pretend that tax avoidance is non-existent. Indeed, there will be some 
who try to avoid paying the increased tax. But while some of this will occur, tax avoidance will be nominal, 
short-lived for most, and will not come anywhere near offsetting the tremendous benefits of the tobacco 
tax increase. 

The tobacco industry and its allies will no doubt be pushing this message to oppose this tax increase. For 
instance, the Mackinac Center for Public Policy and the Tax Foundation has issued annual reports 
claiming to quantify the level of illegal cigarette sales across state borders. There are many reasons to be 
skeptical of these claims. Both groups have a long history of receiving funding from tobacco companies 
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such as Altria (the makers of Marlboro cigarettes), so it’s no surprise that they would release something 
that reflects the position of their funders. In fact, the National Research Council and Institute of Medicine 
comprehensively reviewed the evidence on tobacco smuggling in the U.S. and found that “industry-
sponsored estimates of the size of the illicit market tend to be inflated. More generally, concerns have 
been raised about the quality and transparency of industry-funded research on the illicit tobacco trade.”11 

When you hear claims of smuggling, tax evasion and potential for lost revenues, look at the dozens of tax 
increases over the years and the data showing how much revenue the state received before and after the 
cigarette tax increases. Time and time again you will see that the state that raises its tobacco tax does 
better than a neighboring state that does not. 

In the 12 months following its 1993 cigarette tax increase, North Dakota’s cigarette tax revenue increased 
by 42.5 percent compared to the 12 months before the increase. Meanwhile, revenue decreased in 
Montana and increased by small amounts in South Dakota ($889,000) and Minnesota ($4,000) during 
that period.12 

This has happened over and over again with other states. After South Dakota’s $1.00 per pack cigarette 
tax increase in 2007, its cigarette tax revenue increased by 115.4 percent ($31.8 million), while revenue 
declined in North Dakota and Minnesota, and increased slightly in Montana ($1.9 million), Nebraska ($4.7 
million), and Wyoming ($2.0 million). Iowa’s revenue increased significantly during that period, but that 
was because Iowa itself had increased its cigarette tax rate a few months after South Dakota’s increase.13 

After its $1.00 per pack cigarette tax increase in 2018, Oklahoma’s cigarette tax revenues increased by 
45 percent ($104.1 million) while cigarette tax revenues declined in all of its surrounding states, including 
in Missouri, where the cigarette tax is only 17 cents per pack compared to Oklahoma’s $2.03 per pack.14 

Based on these examples, it’s clear that the state that increases its tobacco taxes is reducing smoking, 
saving lives, and lowering health care costs, all while increasing revenue, while neighboring states will 
have only minimal revenue gains, if any, and even fewer health gains. 

To protect your revenues and minimize tax evasion, the state can implement several proven measures, 
such as adopting new tax stamp technology and increasing enforcement, which will help minimize any tax 
evasion and maximize revenue. 

Impact on Businesses and Employment. The opposition claims that stores will lose substantial revenue 
and be forced to close as a result of any tax increase, published research shows just the opposite. A 
national report looking at over 20 years of data in the U.S. found that while cigarette sales have declined, 
the number of convenience stores, inside-store sales revenues, cigarette sales revenues, and profits 
have all generally increased.15 These findings are consistent with a large body of research that shows 
that policies that reduce tobacco use do not have a negative impact on the economy, including on the 
number of convenience stores and tobacco retailers.16 

When people stop purchasing tobacco products, they will continue to buy other products in the state, 
which contribute to the state’s economy, including profits for small businesses. For instance, a pack-a-day 
smoker in North Dakota can use the $3,000 per year they would have spent on cigarettes for other 
purchases or services in the state.17 

And, as mentioned earlier, smoking takes a huge toll on productivity in this state. Lowering tobacco use 
with the tobacco tax increase can ensure a stronger workforce to attract more business to North Dakota. 

Impact on Lower-Income Populations. Those who tell you that a tobacco tax increase is regressive 
somehow ignore the fact that tobacco itself exacts a disproportionate toll on the health of lower income 
families – that is what’s regressive. The higher smoking rates among lower-income groups means they 
suffer disproportionately more from smoking and pay more in health care costs. Former Secretary of the 
U.S. Treasury, and co-chair of the Task Force on Fiscal Policy for Health, Larry Summers, stated, “An 
ethical judgment about taxing harmful products cannot rely on the question of tax regressivity alone. 
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Rather, it requires consideration of all the effects, including the associated health benefits, externalities, 
and health-care costs.”18 

Economic studies and reports from the CDC, the National Cancer Institute, the World Health 
Organization, and the International Agency for Research, show that lower-income smokers are price-
sensitive and more likely to quit smoking in response to a price increase than higher-income smokers.19 
The latest Surgeon General’s Report concluded, “The evidence is sufficient to conclude that increases in 
tobacco product prices will reduce tobacco use to a greater extent among people of lower SES than they 
do for people of higher SES.”20 That is a major benefit for low-income families. 

In addition to encouraging more smokers to quit, the $1.09 per pack cigarette tax increase will save the 
state $320,000 in smoking-caused Medicaid costs over five years.  

Remember, this is the industry that said, “We don’t smoke that s_ _ _. We just sell it. We reserve the right 
to smoke for the young, the poor, the black and stupid.”21 The tobacco industry heavily targets their 
products to vulnerable low-income Americans to get them addicted to these deadly products and then 
tries to claim that they’re looking out for them. In a 2015 report, Wall Street analysts celebrated the 
tobacco industry’s opportunities to “drive” tobacco sales among those they call “lower-income consumers 
– i.e. the tobacco consumer.”22 It is hypocritical for the tobacco industry to claim that they oppose tobacco 
tax increases out of concern for the lower income population, while at the same time targeting them to 
increase sales and maximize profits. 

How many reasons do we need to raise the tobacco tax? 

This is indeed a great opportunity to select the proposal that will yield the greatest benefit, by increasing 
the tobacco tax by $1.09 per pack. While you are making many difficult decisions for North Dakota, this 
should be an easy one. How many times are you presented with a proposal that will improve our health, 
save thousands of lives without costing a penny, save our health care costs and raise revenue? 

How many reasons do we need to raise the tobacco tax by $1.09 per pack? 

• Is it 500 – the number of kids whom the tax increase will keep from becoming smokers? 
• Is it $28.6 million – the amount of health care cost savings from reducing tobacco use? 

Because our opponents know that increasing the tobacco tax is good for North Dakota and bad for 
tobacco sales, they will make up or exaggerate reasons to oppose it. Those who tell you it won’t reduce 
tobacco use are ignoring the science and the conclusions of experts all over the world. Those who tell 
you it won’t raise revenue are denying the real-world experience of every single state that has 
significantly increased its tobacco tax. 

The bottom line is that a significant tobacco tax increase is a health win and an economic win. The 
difference between us and the industry (and its allies) is that we think reducing tobacco use is a good 
thing, while the industry thinks it’s bad. 

It’s time to take a big step towards making North Dakota “the healthiest state in the nation” by significantly 
raising the tobacco tax. North Dakotans deserve no less. 

Thank you. 
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Based on a comprehensive review of evidence, 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.1 However, the cigarette companies have opposed tobacco tax increases by 
arguing that raising cigarette prices would not reduce adult or youth smoking. But the companies’ internal 
documents, disclosed in the tobacco lawsuits, show that they know very well that raising cigarette prices is 
one of the most effective ways to prevent and reduce smoking, especially among kids. The World Health 
Organization stated it succinctly, “Tobacco taxes work. This is why the industry invests so much money and 
effort in blocking large tax increases and other effective tax policy reforms.”2 
 

• Philip Morris: 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 . . . .3 

• Philip Morris: When the tax goes up, industry loses volume and profits as many smokers cut back.4 
• RJ Reynolds: If prices were 10% higher, 12-17 incidence [youth smoking] would be 11.9% lower.5 
• Philip Morris: 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.6 

• Philip Morris: 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.7 

• Philip Morris: 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.8 
[For more on cigarette company documents and price/tax increases see the 2002 study in the Tobacco 
Control journal, “Tax, Price and Cigarette Smoking: Evidence from the Tobacco Documents.”9]  

 
The cigarette companies have even publicly admitted 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] 

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.”10 
 
Economic Research Confirms That Cigarette Tax Increases Reduce Smoking. Numerous economic 
studies in peer-reviewed journals have documented that cigarette tax or price increases reduce both adult 
and underage smoking. 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.11 Research studies have also found that: 
 

• Cigarette price and tax increases work even more effectively to reduce smoking among Blacks, 
Hispanics, and lower-income smokers.12 

RAISING CIGARETTE TAXES REDUCES SMOKING, ESPECIALLY AMONG KIDS 
(AND THE CIGARETTE COMPANIES KNOW IT) 
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• A cigarette tax increase that raises prices by ten percent will reduce smoking among pregnant women by 
seven percent, preventing thousands of spontaneous abortions and still-born births, and saving tens of 
thousands of newborns from suffering from smoking-affected births and related health consequences.13 

• Higher taxes on smokeless tobacco reduce its use, particularly among young males; and increasing cigar 
prices through tax increases reduce adult and youth cigar smoking.14 

• By reducing smoking levels, cigarette tax increases reduce secondhand smoke exposure among 
nonsmokers, especially children and pregnant women. 

 
Increasing Cigarette Prices and Declining Consumption 

Although there are many other factors involved, the trends in cigarette prices and overall U.S. cigarette 
consumption from 1970 to 2017 show that there is a strong correlation between increasing prices and 
decreasing consumption. 

 

While U.S. cigarette prices are largely controlled by the tobacco companies’ price-setting decisions, 
increases in federal and state cigarette taxes also impact prices. Since 1970, the federal tax on cigarettes 
increased from eight cents to $1.01 per pack, with the largest one-time increase of 61.66 cents per pack 
occurring in 2009. Meanwhile, the average state cigarette tax has increased from 10 cents to $1.97 per pack 
today. Without these federal and state tax increases, U.S. cigarette prices would be much lower and U.S. 
smoking levels would be much higher. 
 
2009 Federal Experience. After the 2009 federal tobacco tax increase passed, calls to the national quitline 
(1-800-QUITNOW), which provides assistance to people who want to quit, increased by 30 percent in the 12 
months after the increase compared to the 12 months before.15 In 2009, national pack sales declined by 8.3 
percent– the largest one-year decline since 1932. 
 
State Experiences.  In every single state that has significantly raised its cigarette tax rate, pack sales have 
gone down sharply.16 While some of the decline in pack sales comes from interstate smuggling and from 
smokers going to other lower-tax states to buy their cigarettes, reduced consumption from smokers quitting 
and cutting back plays a more powerful role. As shown above, nationwide data – which count both legal in-
state purchases and packs purchased through cross-border, Internet, or smuggled sales – show that overall 
packs sales go down as state cigarette tax increases push up the average national price.  
 
Data show that state cigarette tax increases are prompting many smokers to quit or cutback. For example, 
after Oklahoma’s $1.00 per pack cigarette tax increase went into effect on July 1, 2018, its Tobacco Helpline 
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saw an 85 percent increase in registrations in the first month compared to the same period the year before.17 
Similarly, Wisconsin Quit Line received a record-breaking 20,000 calls in the first two months after its $1.00 
per cigarette pack increase (it typically receives 9,000 calls per year).18 Likewise, in Texas and Iowa, which 
each increased their cigarette taxes by $1.00 in 2007, the number of calls to the state quitlines were much 
higher compared to the year before.19 It is also clear that these efforts to quit by smokers after tax increases 
translate directly into lower future smoking rates. In Washington state, for example, adult smoking from the 
year before its 60-cent cigarette tax increase in 2002 to the year afterwards declined from 22.6 to 19.7 
percent, reducing the number of adult smokers in the state by more than 100,000, despite overall population 
increases.20 
 
Prices and Youth Smoking Rates. The chart below shows the association between youth smoking 
prevalence and cigarette pack prices. As prices climbed in the late 1990s and early 2000s, youth smoking 
rates declined, but as the price decreased between 2003 and 2005 (along with funding for tobacco 
prevention programs in many states), youth rates increased. The large federal tobacco tax increase in 2009, 
as well as other state tax increases, helped drive further declines in youth smoking rates. 

 
Researchers found that the 61.66-cent federal cigarette tax rate increase on April 1, 2009 had a substantial 
and immediate impact on youth smoking. The percentage of students who reported smoking in the past 30 
days dropped between 9.7 percent and 13.3 percent immediately following the tax increase, resulting in an 
estimated 220,000 to 287,000 fewer current smokers among middle and high school students in May 2009.21 
 
Expert Conclusions on Cigarette Prices and Smoking Levels 

• The 2024 Surgeon General’s Report, Eliminating Tobacco-Related Disease and Death: Addressing 
Disparities, concluded, “The evidence is sufficient to conclude that increases in tobacco product prices will 
reduce tobacco use to a greater extent among people of lower SES than they do for people of higher 
SES. Youth are especially price-sensitive, and price increases could help reduce tobacco use among 
people from all population groups at the age when they are most likely to begin smoking.”22 

• The World Health Organization (WHO)’s 2021 Technical Manual on Tobacco Tax Policy and 
Administration stated, “The evidence is clear: significant increases in excise taxes that lead to price 
increases have consistently proven to be the most effective, as well as the most cost-effective, 
mechanism for reducing tobacco consumption.”23 
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• The National Cancer Institute (NCI) and WHO concluded in their 2017 report, The Economics of Tobacco 
and Tobacco Control, “A substantial body of research, which has accumulated over many decades and 
from many countries, shows that significantly increasing the excise tax and price of tobacco products is 
the single most consistently effective tool for reducing tobacco use. Significant increases in tobacco taxes 
and prices reduce tobacco use by leading some current users to quit, preventing potential users from 
initiating use, and reducing consumption among current users.”24 

• The 2014 Surgeon’s General Report recommends increasing tobacco taxes to reduce or prevent tobacco 
use.  Specifically, the report states, “Evidence shows that large tax and, hence, price increases will 
decrease tobacco use each time they are implemented.”25 

• In November 2012, the Community Preventive Services Task Force, under the U.S. Department of Health 
and Human Services, completed a thorough review of recent evidence on the effectiveness of tobacco 
product price increases, including increasing tobacco taxes. Based on that work, the Task Force 
“recommends interventions that increase the unit price of tobacco products based on strong evidence of 
effectiveness in reducing tobacco use. Evidence is considered strong based on findings from studies 
demonstrating that increasing the price of tobacco products: Reduces the total amount of tobacco 
consumed; Reduces the prevalence of tobacco use; Increases the number of tobacco users who quit; 
Reduces initiation of tobacco use among young people; Reduces tobacco-related morbidity and mortality.”26 

• The 2012 Surgeon General’s report, Preventing Tobacco Use Among Youth and Young Adults, stated, 
“Federal, state, and local taxes that raise prices on tobacco products improve public health by reducing 
initiation, prevalence, and intensity of smoking among young people. Comprehensive reviews of the 
literature on the effect of price on tobacco consumption estimate a 3–5% reduction in overall cigarettes 
consumed as a result of a 10% increase in cigarette prices, and youth and young adults have proven to 
be even more responsive than adults to higher cigarette prices.”27 

• In its 2007 report, Ending the Tobacco Problem: A Blueprint for the Nation, the National Academy of 
Sciences’ Institute of Medicine recommends raising cigarette taxes in states with low rates and indexing 
them to inflation, to reduce cigarette consumption and to provide money for tobacco control. The report 
states, “Tobacco excise tax revenues pose a potential funding stream for state tobacco control programs. 
Setting aside about one-third of the per-capita proceeds from tobacco excise taxes would help states fund 
programs at the level suggested by CDC.”28 

• The President’s Cancer Panel’s 2007 report, Promoting Healthy Lifestyles, advised increasing state 
tobacco taxes, stating, “Increases in tobacco excise taxes, which are passed along to consumers in the 
form of higher tobacco product prices, have proven highly effective in reducing tobacco use by promoting 
cessation among current users, discouraging relapse among former users, preventing initiation among 
potential users, and reducing consumption among those who continue to use tobacco. These revenues 
also provide crucial dollars needed to fund anti-tobacco efforts.”29 

• The 2000 U.S. Surgeon General’s Report, Reducing Tobacco Use, found that raising tobacco-product 
prices decreases the prevalence of tobacco use, particularly among kids and young adults, and that 
tobacco tax increases produce “substantial long-term improvements in health.” From its review of existing 
research, the report concluded that raising tobacco taxes is one of the most effective tobacco prevention 
and control strategies.30 

• Wall Street tobacco industry analysts have long recognized the powerful role increased cigarette taxes and 
rising cigarette prices play in reducing U.S. smoking levels. For example, a December 1998 “Sensitivity 
Analysis on Cigarette Price Elasticity” by Credit Suisse First Boston Corporation settled on a “conservative” 
estimate that cigarette consumption will decline by four percent for every 10 percent increase in price. 

• In its 1998 report, Taking Action to Reduce Tobacco Use, the National Academy of Sciences’ Institute of 
Medicine concluded, “the single most direct and reliable method for reducing consumption is to increase 
the price of tobacco products, thus encouraging the cessation and reducing the level of initiation of 
tobacco use.”31 

Campaign for Tobacco-Free Kids, January 22, 2025 / Ann Boonn 
 

More information on state tobacco taxes is available at 
http://www.tobaccofreekids.org/facts_issues/fact_sheets/policies/tax/us_state_local/. 

 

http://www.tobaccofreekids.org/facts_issues/fact_sheets/policies/tax/us_state_local/
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The 2012 Surgeon General’s Report, Preventing Tobacco Use Among Youth and Young Adults,1 and the 2014 
Surgeon General’s Report, The Health Consequences of Smoking—50 Years of Progress,2 reviewed the 
available research and found strong support for increasing tobacco taxes to reduce tobacco use.  Noting that 
the “current rate of progress in tobacco control is not fast enough. More needs to be done,” the 2014 Surgeon 
General’s report calls for a number of specific actions, including: “Raising the average excise cigarette taxes 
to prevent youth from starting smoking and encouraging smokers to quit.” (pg. 875) 
 
Increasing the price of tobacco products, including increasing the tax, reduces tobacco use. 
 
Excerpts from the 2012 Surgeon General’s Report: 

“Coordinated, multicomponent interventions that combine mass media campaigns, price increases including 
those that result from tax increases…are effective in reducing the initiation, prevalence, and intensity of 
smoking among youth and young adults.” (pg. 8) 

“A majority of the existing research suggests that the effects of price on smoking prevalence involve both a 
decrease in initiation of smoking among youth and an increase in cessation among young adults.” (pg. 707) 

“Most of the research over the past decade has concluded that increases in cigarette prices lead to 
reductions in the prevalence of smoking and its intensity among youth and young adults.” (pg. 707) 

“Most of the recent research has concluded that adolescents and young adults are more responsive than 
adults to changes in cigarette prices.” (pg. 707) 

“Federal, state, and local taxes that raise prices on tobacco products improve public health by reducing 
initiation, prevalence, and intensity of smoking among young people. Comprehensive reviews of the 
literature on the effect of price on tobacco consumption estimate a 3–5% reduction in overall cigarettes 
consumed as a result of a 10% increase in cigarette prices, and youth and young adults have proven to be 
even more responsive than adults to higher cigarette prices….” (pg. 809-810) 

“Higher cigarette prices, including those resulting from increased excise taxes, have also been shown to 
increase cessation among young adults; one study (Tauras 2004) confirmed a positive relationship between 
cigarette prices and smoking cessation, with a 10% rise in price increasing successful cessation by young 
adults by an estimated 3.5%.” (pg. 810) 

“Clearly, making smokeless tobacco products available more cheaply could promote their use among price-
sensitive youth. In addition, disparities in tobacco taxation (i.e., higher taxes for cigarettes than for 
smokeless tobacco) could result in a switch to smokeless tobacco among young males….” (pg. 202) 

“Tobacco control policies, including higher taxes on smokeless tobacco…are effective in reducing the use 
of smokeless tobacco among adolescent males….” (pg. 802) 

 
Excerpts from the 2014 Surgeon General’s Report: 

“Raising prices on cigarettes is one of the most effective tobacco control interventions.” (pg. 869) 

“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.” (pg. 827) 

“Additional price increases would accelerate progress in reducing youth and young adult rates of tobacco 
use.” (pg. 869) 

“Evidence shows that large tax and, hence, price increases will decrease tobacco use each time they are 
implemented.” (pg. 852) 

EXCERPTS FROM THE 2012 AND 2014 SURGEON GENERAL’S 
REPORTS SUPPORTING TOBACCO TAX INCREASES 
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The report notes that there are “evidence-based strategies that can rapidly drop youth initiation and 
prevalence rates down to single digits . . .” (p.872)  In addition, the report reviews, “a broad range of well-
defined and effective interventions proven to reduce adult smoking rates if implemented and sustained at 
funding levels consistent with CDC’s recommended levels.”  (p.872)  Among these “effective programs and 
policies,” is “a higher average retail price of cigarettes in the United States.  Experience from across the 
globe suggests at least $10 a pack in the United States.” (p.872)  

“The 2009 U.S. federal tax increase on cigarettes and subsequent tax increases at the state and local levels 
represent recent successes in tobacco control.” (pg. 792) 

“In February 2009, the Children’s Health Insurance Program Reauthorization Act, Public Law 111-3, U.S. 
Statutes at Large 8 was signed, which included an unprecedented $0.62 increase in the federal excise tax 
on cigarettes to $1.01 per pack. This single legislative act— increasing the price of cigarettes—is projected 
to have reduced the number of middle and high school students who smoke by over 220,000 and the 
number using smokeless tobacco products by over 135,000.” (pg. 869) 

“Increasing the federal tax for noncigarette products, implementing systems to control for tax avoidance and 
evasion (e.g., high-tech tax stamps and track and trace systems), shrinking the tax disparity between states 
and localities, and establishing a taxation system that accounts for inflation, would likely improve the impact 
of taxes on the prevalence of tobacco use, especially among young smokers most sensitive to price. 
Closing the gap in these federal tax rates would further reduce tobacco use and increase tobacco revenues 
at the federal level.” (pg. 792) 

“Taxes on tobacco provide revenue to governments at a relatively low administrative cost, making these 
taxes especially appealing. Moreover, higher taxes have decreased consumption of tobacco products, 
especially cigarettes, and thereby improved public health.” (pg. 788) 

“Five general conclusions can be drawn from these reviews (Chaloupka 2011; IARC 2011). First, increases 
in cigarette prices can lead to substantial reductions in cigarette smoking. The consensus estimate from the 
two reviews is that a 10% increase in cigarette price will result in a 3–5% reduction in overall cigarettes 
consumed. Second, increases in cigarette prices will decrease not only the prevalence of smoking but also 
the average number of cigarettes smoked by smokers. Third, much previous research on cigarette 
consumption among youth suggests that both youth and young adults are more responsive than adults to 
changes in cigarette prices, with several studies finding youth and young adults to be two to three times as 
responsive to changes in price as adults (see USDHHS 2012 for a complete review). Fourth, there is 
greater price responsiveness among lower income populations (IARC 2011). Finally, state excise tax 
increases create revenues for states.” (pg. 789) 

 
Dedicating revenue from tax increases to funding prevention program amplifies public health benefits. 
 
Excerpts from the 2012 Surgeon General’s Report: 

“In addition, the combination of program activity and increases in tobacco taxes was found to reduce 
cigarette consumption more than would be expected from price increases alone.” (pg. 694) 

 
Industry price promotions are used to counter the impact of tobacco tax Increases. 
 
Excerpts from the 2012 Surgeon General’s Report: 

“…given the evidence on the price sensitivity of tobacco use among youth that is discussed in detail in 
Chapter 6, along with the evidence on the impact of tax increases on prices discussed below, it is possible 
that the observed reductions in smoking among youth would have been even larger had the price increases 
from state and federal taxes not been offset at least partially by discounting and other price-related 
promotions by cigarette companies.” (pg. 526) 

“…it can be concluded that the industry’s extensive use of price-reducing promotions has led to higher rates 
of tobacco use among young people than would have occurred in the absence of these promotions.” (pg. 530) 

“Evidence in this chapter also outlines industry actions to attract price-sensitive populations such as youth 
to their products, as well as to soften the price impact on consumers of increases in federal and state 
tobacco excise taxes (Chaloupka et al. 2002). Because there is strong evidence that as the price of tobacco 
products increases, tobacco use decreases, especially among young people, then any actions that mitigate 
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the impact of increased price and thus reduce the purchase price of tobacco can increase the initiation and 
level of use of tobacco products among young people.” (pg. 599) 
 

Excerpts from the 2014 Surgeon General’s Report: 

“…the tobacco industry has developed extremely sophisticated mechanisms to blunt and mitigate the 
effects of price increases. These include Web-based, mail-order, brand repositioning, and store-based 
discounting that is timed to scheduled price increases.” (pg. 791) 

“…the tobacco industry has used a mixture of actions to alter the prices of their products, including a variety 
of price-reducing promotions, and that these actions attract price-sensitive populations such as youth to 
their products, as well as soften the price impact on consumers of increases in federal and state tobacco 
excise taxes.” (pg. 797) 
 
 

                                                             
1 U.S. Department of Health and Human Services (HHS), Preventing Tobacco Use Among Youth and Young Adults: A 
Report of the Surgeon General, Atlanta, GA: HHS, Centers for Disease Control and Prevention (CDC), National Center for 
Chronic Disease Prevention and Health Promotion, Office on Smoking and Health 2012, 
https://www.surgeongeneral.gov/library/reports/preventing-youth-tobacco-use/index.html. 
2 HHS, The Health Consequences of Smoking: 50 Years of Progress. A Report of the Surgeon General, Atlanta, GA: HHS, 
CDC, National Center for Chronic Disease Prevention and Health Promotion, Office on Smoking and Health, 2014, 
http://www.surgeongeneral.gov/library/reports/50-years-of-progress/index.html. 
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