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INTRODUCTION 

As the nation copes with the excess disease burden caused by smoking – both direct and secondhand, public 

officials seek policies to mitigate the health and financial impacts of tobacco.  Aside from tobacco’s obvious 

impact on Medicare and Medicaid expenses, PricewaterhouseCoopers determines that $1 of every $4 spent by 

private health insurance payers in 2009 will actually represent cost-shifting from the uninsured and 

underpayments from government health insurance programs.1   

With the financial impact of impaired health spread so diffusely throughout society, state and local governments 

are seeking ways to promote population health.  The number one preventable cause of death in the U.S. is 

tobacco.2  Clean indoor air laws, which prohibit smoking in public places, cover some combination of 

workplaces, bars, and/or restaurants.  Since the early 1990s, there has been an increase in the number of states 

and localities with clean indoor air laws, resulting in 79.4% of the U.S. population being covered by some type of 

smoking ban.3  Since 1999, 47 states have raised their cigarette tax rates.4  The average state cigarette tax has 

increased from $.32 (in 2010 dollars) in 1990 to $1.45 in 2010.5 

BACKGROUND 

In both Kansas and Missouri, smoking-related disease burdens the health and pocketbooks of residents.  Some 

of these costs are passed along to government in the form of Medicaid and Medicare spending.   

 Kansas Missouri 

High School Students who Smoke 16.9%  18.9%  

Adults who Smoke 17.8% (rank: 23) 23.1% (rank: 45) 

Adults who Die Each Year from Smoking 3,800 9,500 

Annual Adult Deaths from Secondhand Smoke  400 1,180 

Annual Health Care Expenditures Caused by Tobacco Use $927 million $2.13 billion 

State Medicaid Program’s Expenditures Caused by Tobacco Use $196 million $532 million6 

 

Given the extreme personal and social costs of smoking, it is incumbent upon state governments to find the 

most effective solutions to reduce the toll of tobacco in Kansas and Missouri.   

POSSIBLE SOLUTION: CIGARETTE TAXES 

Cigarette taxes have two major impacts – they increase revenue and decrease the number of smokers.  

Although it seems counterintuitive that one policy intervention should prompt both outcomes, empirical 

evidence strongly supports cigarette taxes’ ability to depress demand for cigarettes, particularly among youth.  

Economists gauge how responsive consumers are to price changes by measuring the price elasticity of demand, 

a number that seeks to determine how much consumption of a given good will change in the face of a 10% price 
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change.  Goods are considered to be perfectly inelastic if their consumption does not change in the face of a 

price increase or decrease.  Just as price elasticities vary between goods, they also vary widely between the 

young and old and the rich and poor.   

Research suggests that, despite its addictive nature, cigarettes are an elastic good.  High school seniors reduce 

their cigarette consumption by 6.5% for every 10% price increase.7  Demand is less elastic among older smokers 

who decrease consumption by about 2% for every 10% price increase.8  In the face of a price increase, low-

income people decrease their cigarette use more than high-income people.9  Research shows that people who 

faced higher cigarette taxes as youth are less likely to smoke as adults, suggesting that cigarette taxes prevent 

young people from becoming regular smokers.10  Cigarette taxes are especially effective at reducing smoking 

among youth,11 pregnant women,12 and low-income residents.13 

These reductions in smoking generate financial benefits for society-at-large and government.  States that 

increase their cigarette taxes also increase their cigarette revenues. 14 Effective January 2005, Oklahoma raised 

its state cigarette tax from $.23 to $1.03, which prompted a 10.5% decrease in pack sales and an 83.9% increase 

in revenue, which translates to an additional $87.9 million in state revenue.15  States that have not increased 

their cigarette tax rates for long periods of time are generating cigarette tax revenues that decline in real value 

each year because of inflation.16  The additional revenue from cigarette taxes is often used for tobacco use 

prevention and health care.17 

CIGARETTE TAXES IN MISSOURI AND KANSAS 

Despite attempts by public health advocates, the Missouri cigarette tax remains the lowest in the U.S. at $.17 

per pack.  The map below highlights the range of cigarette tax rates throughout the U.S., with the highest rate 

being $4.35 in New York.  The cigarette tax is $.05 higher in Jackson and St. Louis counties.  When Missouri 

increased the cigarette tax in 1993, the legislature added a preemption statute, which prohibits counties and 

municipalities from increasing taxes on cigarette and tobacco products.18  At $.79 per pack, Kansas has the 36th 

highest cigarette tax in the United States.   
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If Missouri were to raise its cigarette tax by $1.00 to $1.17 per pack, it would rank 28th in the nation, placing it 

firmly in the middle of the tax pack.  What benefits could Missouri expect to see in the face of increased taxes?   

• Pack sales decline: 251.2 million 

• Decrease in youth smoking: 20% 

• Increase in total number of kids alive today who will not become smokers: 87,100 

• Number of current adult smokers in the state who would quit: 50,300 

• Number of smoking-affected births avoided over the next five years: 15,950 

• Number of current adult smokers saved from smoking-caused death: 13,300 

• Number of kids alive today saved from later premature smoking-caused death: 27,800 

• New state cigarette tax revenue each year: $294.1 million 

• Long-term healthcare savings from adult and youth smoking declines: $2.002 billion 

• 5-Year Medicaid Savings: $17.5 million 

• Total Future Medicaid Savings Locked in by Cigarette Tax Increase: $275.9 million20 

 

DISTRIBUTIONAL CONCERNS 

A criticism of cigarette taxes is that they disproportionately burden low-income residents.  Not only are low-

income people more likely to smoke,21 paying the increased tax requires a higher percentage of their income 

than it would for middle or upper income residents.22  This makes cigarette taxes regressive.  While all of these 

criticisms are true, the benefits of cigarette taxes disproportionately accrue to low-income people. Since low-

income people smoke at a higher rate than middle or high income people, the health and financial benefits of 

quitting accrue disproportionately to low-income smokers.  Additionally, low-income people are more likely to 

change their behavior in the face of cigarette tax increase, which also makes them more likely to reap the health 

and financial benefits of quitting.   Although the financial burden of cigarette taxes is regressive, the benefits of 

cigarette taxes are progressive.23 

POSSIBLE SOLUTION: CLEAN INDOOR AIR LAWS 

There are two potential pathways whereby clean indoor air laws can reduce tobacco-related disease burden.  

First of all, clean indoor air laws protect the population from the harmful impacts of secondhand smoke, 

including heart attack, breast cancer, and lung cancer.24  The increased risk of breast and lung cancer due to 

secondhand smoke is difficult to detect in short time horizons.  Decreased risks of heart attack, however, will 

likely be apparent soon after instituting a clean indoor air law.25  After just one year in effect, Scotland’s 

comprehensive clean indoor air law resulted in a 17% reduction in hospital admissions for heart attacks and 

other coronary problems.26  Similarly, New York State witnessed an 8% decline in hospital admissions for heart 

attack after implementing a statewide smoking ban in bars, restaurants, and workplaces.27  The financial burden 

of disease caused by secondhand smoke exposure in the U.S. is estimated to be $2.6 billion in direct healthcare 

costs and an additional $3.2 billion annually in lost wages and costs related to disabilities.28 

Secondly, clean indoor air laws, particularly bans on smoking in workplaces prompt some smokers to quit and 

others to cut back.29  According to a meta-analysis of 26 studies of workplace smoking bans, such bans reduced 

smoking prevalence by 3.8% with continuing smokers smoking an average of 3.1 fewer cigarettes per day.30  The 
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study’s authors calculate that the cigarette tax necessary to produce similar effects would be an increase from 

$0.76 to $3.06.31 

CLEAN INDOOR AIR LAWS IN KANSAS AND MISSOURI 

Although 29 U.S. states prohibit smoking in restaurants and bars, Missouri has no statewide clean indoor air 

laws.32  Missouri’s neighboring states of Illinois and Iowa are already smokefree and the Kansas legislature 

recently passed its own clean indoor air law.  Many municipalities in the Kansas City area have passed clean 

indoor air laws, including: Kansas City, Liberty, and Independence.

ECONOMIC IMPACT ON BARS AND RESTAURANTS  

While the public health benefits of clean indoor air laws are readily apparent, there is lingering concern 

that such laws decrease the profitability of businesses, particularly bars and restaurants.  With ordinances 

in effect in more 3,200 municipalities and 39 states, researchers have had ample opportunity to study the 

profitability of bars and restaurants before and after clean indoor air laws go into effect.33 The vast majority 

of these studies suggest that clean indoor air laws have no effect on the profitability of the hospitality 

industry.34  While there is evidence that some individual establishments may be adversely impacted, the 

bar and restaurant industry overall would likely be unharmed by a clean indoor air law.  Businesses that can 

adapt to the new law will likely remain competitive.  Here are just some of the many favorable economic 

impact assessments of smoking bans. 

• Researchers from the Harvard School of Public Health analyzed state tax records for restaurants, 

bars, and nightclubs.  Sales and employment grew during the first six months of a statewide 

smoking ban that included workplaces, restaurants and bars.35 

• Research of smoke-free restaurant ordinances adopted in 15 California and Colorado communities 

between 1985 and 1992 showed no evidence that the ordinances negatively impacted revenue.36  

A follow-up study researched bar revenue in seven California cities that banned smoking in bars.  

Again, there was no evidence of a negative economic impact.37 

• Even in the heart of tobacco country, Kentucky, bars and restaurants were not negatively impacted 

by clean indoor air laws.  Following the enactment of a smoking ban in restaurants and bars, 

Lexington-Fayette County restaurants increased their employment, while it remained unchanged in 

bars.38 

CONCLUSION 

Advocates seeking to reduce the impact of tobacco on Kansas and Missouri residents should consider 

pushing for both increased cigarette taxes and more comprehensive clean indoor air laws.  Rather than 

being two policy solutions that stand to compete with one another for political traction, clean indoor air 

laws and increased cigarette taxes are complimentary policy options that promise the greatest impact in 

tandem. 
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