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Chair Marquart, members of the committee, thank you for allowing me the opportunity to
submit testimony on HF 991.

My name is Guy Bentley, and I’'m the director of consumer freedom at the Reason Foundation,
a 501(c)3 nonprofit think tank. The consumer freedom project analyzes and promotes policy
solutions that improve public health while avoiding unintended consequences and protecting
consumer choice.

Taxing e-cigarettes presents a very different policy challenge to that of taxing traditional
cigarettes. Cigarette taxes are necessary to ensure smokers who may later contract
smoking-related diseases do not impose additional healthcare costs on non-smokers.
E-cigarettes, however, are a dramatically safer form of nicotine consumption.* Nicotine is one
of the principal addictive agents in cigarettes but is not the cause of smoking-related disease,
which stems from combustion and inhaling the resulting smoke. Since e-cigarettes do not
involve combustion, they've been found to be substantially safer than traditional cigarettes.

Research published in the New England Journal of Medicine shows e-cigarettes to be almost
twice as effective as nicotine replacement therapies at helping smokers quit.? The Cochrane
Review, considered the gold standard of international evidence-based medicine, also finds
e-cigarettes increase the number of people who stop smoking compared to nicotine
replacement therapies.?
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Because e-cigarettes are substitutes, not compliments, to traditional cigarettes, raising
e-cigarette prices necessarily advantages combustible tobacco products. Minnesota was the
first state in the nation to introduce a tax on e-cigarettes amounting to 95 percent of the
wholesale price. According to a study of the tax published in 2020 an estimated 32,400 fewer
people quit smoking cigarettes in Minnesota because of the e-cigarette.* An additional 35
percent retail tax on e-cigarette devices and e-liquids would undoubtedly slow the decline in
smoking rates.

The difference in risks between these devices and traditional cigarettes strongly suggests from
a public health perspective that e-cigarettes be taxed at a substantially lower rate than
combustible tobacco. Doing so would incentivize smokers who cannot or will not quit through
other means to switch to a less dangerous form of nicotine consumption.

Half to three-quarters of American smokers are from low-income communities, so any price
increase will necessarily present a more significant barrier to poorer smokers looking to switch
to vaping than those on higher incomes. According to a working paper published in the National
Bureau of Economic Research, the price elasticity for e-cigarettes is -1.3, so for every 10
percent increase in the price of e-cigarettes, sales fall by 13 percent.® By contrast, cigarettes are
highly inelastic, ranging from -0.3 and -0.7, so for every 10 percent increase in the price of
cigarettes sales decline between three and seven percent. Vapers who use the products to
replace traditional cigarettes are highly sensitive to price changes.

Independent e-cigarette businesses such as vape shops are also highly sensitive to large tax
increases, often operating on wafer-thin margins. In July 2016, the Pennsylvania General
Assembly passed a 40 percent wholesale tax on vapor products. By November the next year,
130 small vape shops closed.

E-cigarette taxes are often considered a necessary tool to reduce youth vaping but as of yet,
there’s little evidence to suggest they achieve significant results. Youth vaping in Pennsylvania
increased substantially following the implementation of an e-cigarette tax. Fortunately, the
latest data gathered in January-March 2020 shows youth vaping fell nationally by 28 percent.®
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There is strong reason to believe youth e-cigarette use can be reduced with alternative public
health strategies that will not deter adult smokers from switching to a safer nicotine product.

Thank you again for the opportunity to comment on HF 991, and please do not hesitate to
reach out if we can provide additional information or insights on this subject.
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