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Low-income Oregonians will benefit from an increase in the tobacco tax to fund the Oregon
Health Plan and tobacco use prevention programs. Tobacco use comes at a steep cost to the
health and finances of those who consume it, as well as society at large. While legitimate
concerns exist regarding the regressive nature of an excise tax such as the tobacco tax, low-
income communities ultimately come out ahead through investments in health and prevention.

The tobacco tax package preserves health services for low-income Oregonians

For the first time in well over a decade, the Oregon legislature is considering raising tobacco
taxes by a significant amount to help fund the Oregon Health Plan. Oregon’s Medicaid program,
the Oregon Health Plan provides health coverage to over one million low- and moderate-income
Oregonians, including more than two-in-five Oregon children.! At the start of the current
legislative session, the Oregon Health Plan faced a $923 million budget gap.2 The legislature has
already filled about half of the gap through increased taxes on health providers,3 and is
considering filling much of the remaining gap through an increase in tobacco taxes.

The Governor’s proposal increases the tax on cigarettes by $2 per pack and also raises taxes on
other tobacco products, yielding as much as $394 million in new revenue per biennium starting
in 2021-23.4 The proposal allocates about 9o percent of the tobacco revenue to the Oregon
Health Plan, with the remaining 10 percent going to tobacco prevention efforts and to upgrade
Oregon’s public health system.5 By closing the funding gap for the Oregon Health Plan, the
tobacco tax proposal preserves health services for low-income Oregonians.

Tobacco use harms individuals, especially low-income Oregonians, and the state

Research has long established a link between tobacco use and poorer health. From heart disease
to increased risk of stroke and lung cancer, tobacco killed nearly 8,000 Oregonians in 2016 —
leading all other causes of preventable deaths in Oregon.® And while exposure to secondhand
smoke has been declining since 2001,” more than 13 percent of adults report exposure to tobacco
smoke at the workplace and almost 30 percent of school-aged children live with someone who
smokes cigarettes.8 Secondhand smoke has been linked to serious respiratory problems among
children, as well as increased risk of stroke and coronary heart disease among adults.?
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Low-income Oregonians more likely to smoke
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The damaging effects on health from tobacco use fall disproportionately on low-income people.
Nearly two fifths (38.7 percent) of adult cigarette smokers live in households making less than
$15,000 per year.'° That low-income people are more likely to smoke is not an accident as low
income communities are often the target of advertising campaigns by the tobacco industry.
Researchers have also found that communities with high rates of poverty have higher densities
of tobacco retailers.2

The adverse health effects from tobacco have a direct impact on Oregon’s economy. The health
care costs associated with tobacco use in Oregon topped $1.4 billion in 2013.:3 When
considering that nearly 9 percent of all health care spending in the U.S. is attributable to
cigarette smoking, it is clear that reducing smoking rates would help control health care costs.4

Prevention and cessation of tobacco use benefit low-income Oregonians

Cigarette smoking harms not only health, but family finances as well. A household with one
smoker who consumes one pack of cigarettes per day, for example, currently spends about
$2,200 per year.’s For low-income families especially, that is a significant sum. While some
advocates raise a legitimate concern when they point to the regressive nature of tobacco taxes,
inducing smokers to quit leaves them better off financially and enjoying improved health.

Raising the tobacco tax is intended to encourage users to quit and prevent children and others
from picking up the habit in the first place. Research shows that increasing the price of
cigarettes is the single most effective way to reduce consumption. For every 10 percent increase
in the price of cigarettes, consumption falls by 3 to 5 percent.’® As such, the proposed increase
of $2 per pack would cut smoking in Oregon by 10 to 16 percent. This increase would prompt
between 52,000 and 86,000 current smokers to stop smoking.”
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Tobacco tax increase would reduce number of smokers
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The tobacco tax package also aims to reduce tobacco use through prevention, education, and
cessation programs. Of course, quitting is extremely difficult. Nicotine is a powerfully addictive
ingredient in cigarettes and other tobacco products. The tobacco tax package invests 10 percent
of the new revenue in programs that over the years have shown to be effective at preventing use
of tobacco and helping people to quit.8

Conclusion

The tobacco tax package proposed by Governor Brown is a sensible approach to funding the
Oregon Health Plan. Tobacco use costs Oregonians, especially low-income Oregonians, dearly. It
damages their health and finances, while exacting increased health care costs on the state. The
tobacco tax package preserves health care coverage for low-income Oregonians, discourages the
use of tobacco, and invests in prevention and cessation programs. Ultimately, the package
advances the interests of low-income Oregonians and the state as a whole.
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