Significant Tobacco Tax Increases Reduce Tobacco Use &
Generate New Revenue, Despite Tobacco Industry Claims

According to the Institute of Medicine, the U.S. Surgeon General, and the World Health Organization, tobacco tax
increases are a highly effective means of reducing tobacco use.1, 2, 3 Increasing the price of tobacco products through state
excise tax increases improves health outcomes by preventing smoking initiation, promoting smoking cessation, and
reducing the prevalence and intensity of tobacco use by teens and adults.4,5,6,7,8 In fact, tobacco companies have
repeatedly admitted in their own corporate documents that tobacco taxes are a significant deterrent to youth
consumption and an incentive to adult quitting and therefore pose a serious external threat to tobacco industry sales
volumes and profits.9,10,11,12
When faced with mounting evidence that tobacco tax increases effectively reduce tobacco use, tobacco manufacturers
will try to distract policymakers from the material facts by invoking dire warnings of reduced revenue due to increased
illicit activity including widespread smuggling and other organized crime that they claim will result from increased taxes
on cigarettes and other tobacco products.
The tobacco industry and its allies are being intellectually dishonest when they say tobacco tax increases will lead to
reduced state revenues because of widespread cigarette smuggling or other black market activity. Consider the real
facts: every state that has significantly increased its state cigarette tax has also boosted its state revenue, despite the
beneficial declines in consumption resulting from the tax increase, and regardless of any related tax avoidance, tax
evasion, or illicit activity.13
The tobacco industry has shown a historical interest in increased cigarette smuggling. Major multinational tobacco
corporations including Philip Morris International, Japan Tobacco
International, British American Tobacco, and RJ Reynolds have been
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Tobacco companies typically overstate the illicit trade problem when it benefits them. Recent peer-reviewed research
independent of tobacco industry influence estimates that a relatively small proportion (11.6%) of the global cigarette
market is the result of some form of illicit trade.17 Estimates of the scope of the problem in the United States have
similarly concluded that only a fraction of the 264 billion cigarettes consumed in the U.S. each year avoid taxes or evade
taxes, using a variety of legal and illicit means.18 Apart from smuggling and tax
avoidance, the tobacco industry and its allies often seek to generate concerns
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suggests that counterfeit and pirated goods of different types comprise 2.5% of
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Common-sense measures are available to states to further minimize black market sales. Many options exist for state
officials to crack down on cigarette smuggling and counterfeiting.22,23 These recommended measures intended to
minimize illicit activity are additionally advantageous because such actions may also help reinforce the positive health
outcomes and decreased associated health care costs that are realized through reduced tobacco consumption.24 States
should be wary of tobacco industry efforts to block tobacco tax increases rather than the industry supporting stronger
enforcement of new or existing tobacco tax policies that it knows will decrease tobacco consumption and save lives while
maximizing state revenues.25
Even large-scale tobacco tax increases are effective in reducing tobacco
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it is true that any tax evasion and smuggling that does occur will tend to
reduce the ultimate extent of revenue gains, these types of illicit activities
do not come close to eliminating all the new revenues or seriously impacting the health gains that are achieved when
states increase tobacco taxes by significant amounts.27
The truth is that we know tobacco tax increases work. Robust evidence now exists that tobacco tax increases produce
major benefits from the health and revenue perspective.28 Since the beginning of 2000, 48 U.S. states and the District of
Columbia have passed more than 135 state cigarette tax increases.29 Additionally, tobacco users consistently seek
increased help from state tobacco cessation quitlines in the weeks and months following significant cigarette tax
increases.30,31,32,33 The tobacco industry cannot erase the historical truth and hard evidence that tobacco taxes save lives,
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save taxpayers money, and generate millions of dollars in predictable new revenue for states that consider the facts and
are not swayed by tobacco industry deception.
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