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The Importance of Tax Parity for  
All Tobacco Products 

 

  
 

 
 
 

 
Increasing tobacco taxes is one of the best ways to reduce tobacco use.  It is important that tax increases apply to all 
tobacco products at an equivalent rate to encourage people to quit rather than switch to a cheaper product as well as to 
prevent youth from starting to use any tobacco product.   In many states other tobacco products are taxed at a lower 
rate than cigarettes, making them an appealing alternative for price-sensitive consumers including youth.  Other tobacco 
products include, but are not limited to, moist snuff, nasal snuff, loose-leaf and plug chewing tobacco, snus, dissolvable 
tobacco products, cigars, pipe tobacco, roll-your-own tobacco, hookah, and electronic cigarettes. 
 

The Health Effects of Tobacco  
• Cigarettes: cigarette smoking and exposure to secondhand smoke cause approximately one out of every five 

deaths in the U.S., more than 480,000 premature deaths each year.i,ii  

• Smokeless Tobacco: can cause oral, esophageal, and pancreatic cancers as well as precancerous lesions of the 
mouth, gum recession, bone loss around the teeth, tooth staining, and nicotine addictioniii and contains at least 
28 cancer causing chemicals.iv 

• Hookah: people who smoke hookah may be at risk for some of the same diseases as people who smoke 
cigarettes including cancer of the oral cavity, lung, stomach, and esophagus.v 

• Cigars: people who smoke cigars are four to 10 times more likely to die from lung, laryngeal, oral or esophageal 
cancers than non-smokers.vi  

• E-cigarettes: the Surgeon General concluded that “e-cigarette aerosol is not harmless. It can contain harmful and 
potentially harmful constituents, including nicotine.”vii 
 

The Importance of Tax Parity for All Tobacco Products 
As states increase taxes on cigarettes and smoking rates decline, increasing taxes on all other tobacco products to 

achieve tax parity takes on greater importance.  All other tobacco products (OTP) should be taxed at the same rate as 
cigarettes to encourage smokers to quit rather than switching to lower-priced alternatives. 

 
Cigarettes 

Cigarettes are often taxed at a much 
higher rate than OTP.  ACS CAN urges 

states to raise taxes on all tobacco 
products regularly and significantly, as 

research shows this is one of the best ways to curb tobacco use. 
 

Smokeless Tobacco 
Smokeless tobacco, consumed orally or nasally, 

increases the risk of cancer and leads to 
nicotine addiction. 

 
Hookah 

Secondhand hookah smoke poses equal or 
greater danger than secondhand cigarette 

smoke.viii 
 

 

Little Cigars 
Lower tax rates make little cigars 

appealing to young smokers. 

 
 

Large Cigars 
Manufacturers can manipulate 
weight to evade higher taxes. 

 
 

 

E-cigarettes 
Studies have found that e-cigarette use 

increases the risk of youth and young adults 
using cigarettes.ix x xi

 
By increasing taxes on all tobacco products, states can save lives, reduce health care costs, and 

generate much needed revenue.  
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Tax Increases Should Apply to All Tobacco Products  
When different types of tobacco products are taxed at different rates, lower-taxed products are cheaper than they 
would be if all tobacco products were taxed at an equivalent rate.  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 tobacco users quit instead of switching to a cheaper product.  What happens when the taxes go 
up for some, but not all, tobacco products?  

• 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).xiii   

• This tax loophole is a lose-lose for the 
government, because people who 
switch tobacco products pay lower 
taxes but continue to have costly 
health problems. 

Federal revenue from the 2009 tax over the 
first 2.5 years was as much as $1.1 billion 
lower than it could have been if there had 
been similar tax increases on all tobacco 
products 
 

Recent research shows cigarette taxes must increase by a minimum of $1.00 per pack to have a meaningful public health 
impact.  To maximize revenue, states should establish tax parity between cigarettes and OTP to ensure that states do 
not lose revenues from people switching from cigarettes to lower-taxed tobacco products, a type of switching which has 
been common in recent years.   
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Figure 1: Shift in Market Share from Roll-Your-Own to Pipe Tobacco 
After the Federal Tax Increase on Roll-Your-Own Tobaccoxii 
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