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State Excise Tax Fact Sheet

Taxes on tobacco help reduce the number of tobacco users

An estimated 438,000 people die prematurely in the United States each
year and another 8.6 million have a serious illness caused by smoking or

exposure to secondhand smoke. According to the Centers for Disease
Control and Prevention (CDC)’s Best Practices for Comprehensive To-
bacco Control Programs—2007, the more that states spend on com-
prehensive tobacco control, the greater the reduction in smoking rates,
which reduces death and disease related to tobacco use. Additionally, if
states were to meet their recommended level of investment in tobacco
control, smoking rates would be teduced by 5 million.'

According to the Surgeon General, “substantial increases in the excise
taxes on cigarettes would have considerable impact on the prevalence
of smoking and, in the long-term, reduce the adverse health effects
caused by tobacco.”” CDC found that an increase in excise taxes in
Massachusetts, for example, when combined with an anti-smoking
campaign, produced a 19.7 percent decline in cigarette consumption
pet capita four years after the tax increase was initiated.

Adolescents are particularly sensitive to tobacco product price in-
creases and a study by the independent CDC Task Force on Com-
munity Prevention Services concluded that increasing the unit price
for tobacco products is an effective method for reducing tobacco use
among young adults and adolescents.” The largest impact on cigarette
demand for teens is the perceived price of cigarettes.*” Excise taxes
on tobacco products are especially effective in discouraging youth
who have not developed an addiction to tobacco from becoming
users, thus protecting their health and increasing their likelihood of
remaining tobacco-free.®

A 10 percent increase in the price of a pack of cigarettes, for example,
can cause a 9 to 15 percent decrease in cigarette smoking among
adolescents — an effect of up to three times greater than the effect of
price on adults.*’

Increasing the tax on cigarettes would also cut medical costs and
would increase productivity in the United States. It is estimated that
more than §75 billion per year is spent in medical costs for those
suffering from the health effects of smoking and an additional $92
billion pert year is lost to lost productivity.® The potential savings,
plus investment from tax revenues, could be used to stimulate other
sectors of the economy with $45 billion in investments through
2025.°

States’ activily to reduce tobacco use through excise taxes

Through December 31, 2007, the state excise tax on cigarettes
ranges from $0.07 per pack in South Carolina to $2.58 per pack

in New Jersey and the federal tax is $0.39 per pack. Three states
(Mississippi, Missouti, and South Carolina) have an excise tax on
cigarettes that is under $0.25 per pack. Twenty-three states have an
excise tax on cigarettes from $0.25 to $0.99 per pack. Seventeen
states have cigarette excise taxes from $1.00 to $1.99 per pack. Eight
states—Alaska, Arizona, Connecticut, Maine, Michigan, New Jersey,
Rhode Island, and Washington—have a cigarette excise tax of at
least $2.00 per pack. This is an increase from 2006, when only five
states had an excise tax rate that high.

Unlike the tax on cigarettes (calculated per pack), the tax on smoke-
less tobacco is measured in either a dollar amount per ounce or as

a percentage of a price (such as the wholesale or manufacturer’s
price) and the calculations vary by state. For example, Maine’s tax on
smokeless tobacco is set at 78 percent of the wholesale sales price,
whereas the District of Columbia’s smokeless tobacco tax is calcu-
lated at 12 percent of the retail sales price. Eleven states also have
specific defined excise taxes on certain types of smokeless tobacco,
such as chewing tobacco and snuff. Pennsylvania is the only state
that does not have an excise tax on smokeless tobacco.

Excise Tax Rates on Packs of Cigarettes by State
(n=51, as of December 31, 2007)
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Opportunities for reducing tobacco use exist
for states
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