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The Tobacco Tax Equity Act would substantially improve public health and raise revenue by 
increasing and equalizing tobacco taxes. The Tobacco Tax Equity Act, introduced by Senators Dick 

Durbin (D-IL) and Ron Wyden (D-OR) and Representatives Raja Krishnamoorthi (D-IL) and Rosa DeLauro (D-
CT), would increase federal tobacco taxes for the first time since 2009. The bills (S. 1314/H.R. 2786) would 
double the current federal excise tax on cigarettes to $2.01 per pack, increase taxes on other tobacco products 
to an equivalent level, including establishing a first-ever federal tax on e-cigarettes, and index tobacco tax rates 
to inflation.  

Tobacco tax increases are one of the most effective ways to reduce tobacco use, especially 
among youth. Tobacco use is the leading preventable cause of death in the U.S., and decades of economic 

studies and Surgeon General reports conclude that a significant increase in tobacco taxes reduces tobacco 
use.1 Tobacco tax increases help current tobacco users to quit and are particularly effective at reducing tobacco 
use among youth, who are more price sensitive. In general, every 10 percent increase in price reduces overall 
consumption of cigarettes by 3 to 5 percent and reduces the number of youth who smoke by 6 to 7 percent.2 
Doubling the federal cigarette tax would reduce the number of adult smokers by 1.1 million in the first year and 
would, over time, avoid 250,000 smoking-related premature deaths. It would also prevent 507,000 kids alive 
today from becoming smokers, which would further reduce smoking-related disease and premature death.3 
Additional health benefits would come from increasing taxes on other tobacco products.  

Increasing tobacco taxes would help reduce health disparities. By motivating quitting, a significant 

tobacco tax increase would provide the greatest health benefits to people who use tobacco products at higher-
than-average rates and disproportionately suffer from tobacco-caused diseases and premature death, including 
people with lower levels of income and education and certain racial and ethnic groups.4 Nearly half of the lives 
saved due to smoking reductions from the most recent federal tobacco tax increase in 2009 will be among 
people living below the poverty line.5 Low-income families would further benefit if revenue from a tobacco tax 
increase were used to pay for programs that serve low-income families.  

A federal tax on e-cigarettes is a long overdue response to high rates of youth e-cigarette use. 
The federal tobacco tax code has not kept up with changes in the marketplace. E-cigarettes are by far the most 
popular tobacco product among youth, and FDA and the Surgeon General have called youth use of e-cigarettes 
an “epidemic.” In 2020, 3.6 million youth used e-cigarettes, including 19.6 percent of high school students.6 Yet 
e-cigarettes are not taxed at all at the federal level. CDC has identified the lower cost of some e-cigarettes as 
one of the factors that has contributed to high levels of youth use of e-cigarettes.7  

Equalizing tobacco tax rates would eliminate loopholes that incentivize tax avoidance. The 

Government Accountability Office (GAO) found that because of disparities in tax rates after the 2009 tobacco 
tax increase, some manufacturers of roll-your-own tobacco relabeled their product as “pipe” tobacco and some 
manufacturers of small cigars slightly increased the weight of their product to qualify as “large” cigars, which 
resulted in $2.6 billion to $3.7 billion in lost federal revenue from April 2009 through February 2014.8 Differential 
tax rates can also make lower-taxed tobacco products more affordable to youth, which can lead to higher use 
among youth.  

Increasing tobacco taxes would increase revenue while reducing tobacco use. Doubling the 
cigarette tax (a $1.01 per pack increase) would raise about $44 billion over 10 years.9 An Obama Administration 
proposal to raise the cigarette tax by 94 cents per pack and raise taxes on other tobacco products to a roughly 
equivalent level was scored as generating $78 billion in revenue over 10 years.10  Revenue would decline over 
time as the tax achieves its public health goal of reducing tobacco use, but the decline would be gradual and 
predictable. A tobacco tax increase would also generate budgetary savings from lower health care costs. 
Tobacco use is responsible for $227 billion in health care costs each year, with more than 60 percent paid by 
government programs like Medicare and Medicaid.11  
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