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Cigarette tax only good in eye of blind beholder 
 
Thursday, May 04, 2006 

AUSTIN — In The Screwtape Letters by C.S. Lewis, 
Screwtape says the last thing a demon should do is use 
logical argumentation, since it can too easily lead to doing the 
right thing. Instead, he urges another demon to take 
advantage of the fact that “your man has been accustomed, 
ever since he was a boy, to having a dozen incompatible 
philosophies dancing about together inside his head.” 

A recent example of this is the complaint that the billion-dollar 
per year net tax cut proposed by Governor Perry’s tax 
commission does too much for the rich — and too little for the 
poor. An analysis by the Legislative Budget Board, however, 
shows that low-income taxpayers only see their taxes rise due to increased tobacco taxes. Without the 
cigarette tax, every income group would see a tax decrease. 

This analysis makes plain that low-income Texans, for whatever reason, use tobacco more heavily than 
others. Not so plain, but still obvious, is the fact that the expense of the tobacco settlement, in which 
tobacco companies agreed several years ago to dump billions of dollars into state coffers, falls squarely 
on the shoulders of low-income Texans. 

The advocates for the poor who are now complaining about the distribution of a tax cut — due to the 
tobacco tax — were pleased when the tobacco settlement was reached. Of course, it was obvious that the 
cost of the tobacco settlement would be passed on to tobacco consumers, so the poor would be hit 
hardest. But yet the left loudly lauded that hidden cost. 

So which is it? Are we to favor increased costs passed on to the poor, vis-à-vis the cigarette settlement 
forced by government? Or are we to oppose increased costs passed on to the poor, vis-à-vis the cigarette 
taxes? In one, the poor know who is taking their money; in the other, it is less obvious. But either way, the 
money flows to government coffers. 

It is incompatible to praise increased costs passed on to the poor on one hand, while criticizing increased 
costs passed on to the poor on the other. 

Of course, no matter how “progressive” or “regressive” a tax might be, those with high incomes generally 
pay (from dollars they would have otherwise spent or invested) the lion’s share of it. But the cost, the 
weight, is borne inevitably by the poor — through the snowball of lost jobs, lost income, lost opportunities.  

This is as true of the supposedly regressive sales tax as it is of the supposedly progressive income tax. 
Since taxes are based on percentages, it is mathematically inevitable that those with higher incomes will 
get the bulk of a tax cut, by some measure. Only a repeal of the laws of nature could make it otherwise. 

So a tax cut will always be condemned by big-government advocates as favoring the rich. Never mind that 
it is individual wealth that creates jobs and opportunities, not government largesse. 

Advocates for big government count on us, but especially the poor, to have trouble with logic and simple 
math, but all Texans have the common sense to see through the contradictions. The truth is that tax cuts 
are good for the economy, and thus good for everyone. Conversely, increased taxes (whether through 
backroom court settlements or visible levies) should be avoided. 

The policies that create the most freedom, the policies that free the market place, are the policies that 
raise the standard of living for us all and should be encouraged. 

For its advocates, the ideology of big government makes all arguments valid, contradictory or not — a 
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sure recipe for mischief. On the other hand, low taxes, transparency, free markets, limited government, 
liberty and personal responsibility: these are compatible, and beneficial, philosophies. 

Byron Schlomach, Ph.D., is the chief economist for the Texas Public Policy Foundation, an Austin-
based research institute. 
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