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NYACS Opposes Regressive Cigarette Tax Proposal

1. Burdens Low-Income Earners: Cigarette excise taxes are regressive. If the proposed $1.00 tax increase is
passed, then an average adult smoker earning less than $15,000 a year will face at least a 20.8% tax on their
income compared to a maximum tax of 3.1% for adult smokers earning more than $100,000. Worsening the
regressive impact, 20.6% of adults in New York who earn less than $15,000 are smokers, whereas only 7.2% of
adults who earn $100,000 annually are smokers.*

2. Harms Retailers: According to the National Association of Convenience Stores, tobacco is the top revenue
generator, accounting for 35.8% of in-store sales nationwide.? Increasing the excise tax could hurt legitimate
retailers when adult smokers shift purchases across state lines or to other outlets, such as the Internet. This
would negatively affect New York’s 13,540 retailers.®

3. Increases lllegal Smuggling: An excise tax increase could provide incentives for smuggling and other
contraband activities, resulting in lost tax revenues. According to the former chief of the Alcohol and Tobacco
Enforcement Branch for the Bureau of Alcohol, Tobacco, Firearms and Explosives “The smuggling problem is
pervasive. As many as one-fifth of all cigarettes purchased in the United States annually — about 3 billion packs
— are sold illegally. Nationwide, these illicit sales result in $3 billion to $7 billion a year in lost tax revenue to
states and localities.”*

4. Uncertain Revenue Source: Total state tax-paid cigarette sales in New York declined an average of 5.6% a
year for the last ten years.> If this trend continues or accelerates, the New York government will collect less
revenue from cigarette excise taxes over time resulting in large funding gaps.

5. Weakens Economic Growth: Tax increases harm the economy by suppressing consumer spending, straining
household budgets, and curbing retailer sales. As the Congressional Joint Committee on Taxation (JCT) points
out "because smokers [pay] more in aggregate to smoke, they consume less of other goods and services in the
economy. This implies that incomes of producers and workers in other sectors will decline. As incomes in other
sectors decline, receipts from income and payroll taxes decline."® While always harmful, the adverse
consequences from increasing taxes are particularly damaging today given the weak economy and high inflation
environment.
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