REDUCTIONS IN CIGARETTE SALES AND TOBACCO PRODUCT FLAVOR
RESTRICTIONS HAVE LIMITED IMPACT ON TOBACCO RETAIL BUSINESS
(DESPITE WHAT THE INDUSTRY SAYS)

Youth tobacco use continues to be a serious public health concern. We face a public health crisis —and
protecting our kids’ health should be the top priority. Flavored tobacco products lure kids into a life-long
struggle with nicotine addiction.

e 8 of 10 youth who have ever used tobacco started with a flavored product.
e Qver 2.5 million youth are using e-cigarettes, many of them almost every day.
e Half of youth (ages 12-17) who have ever tried smoking started with menthol cigarettes.

Ending the sale of flavored tobacco products will prevent kids from using tobacco, lead more users to quit,
improve health, save lives, and reduce health care spending. While the tobacco industry and their retailer allies
claim that enacting tobacco product flavor restrictions will have disastrous economic consequences for retail
stores, new research shows that laws to end the sale of flavored tobacco products do not adversely impact
retailers. States and communities can act to protect kids and health without harming business.

A new report from economists John Tauras, Ph.D. and Frank Chaloupka, Ph.D. at the University of lllinois at
Chicago analyzes tobacco sales and various measures of convenience store business to assess several economic
trends related to tobacco retailers. The report finds that:
e Tobacco retail stores, including convenience stores, continue to thrive despite ongoing declines in
cigarette sales.
e Policies restricting the sale of flavored tobacco products have little to no effect on overall tobacco retail
businesses.

It concludes, “Taken together, the data demonstrate that tobacco retail businesses have successfully adapted to
changes in market conditions, including the implementation of tobacco product flavor bans. Claims of significant
negative impact of tobacco control policies that reduce demand for tobacco products are exaggerated.”

While cigarette sales have been declining in the U.S., the number of convenience stores, inside total store sale
revenues, cigarette sales revenues and profits have all generally increased. In fact, even with the impact of the
COVID-19 pandemic, the total number of convenience stores and convenience store sales” revenue was
substantially higher in 2021 compared to 2000. Likewise, as cigarette sales have declined, the number of
tobacco stores and tobacco store sale revenues have increased. These findings are consistent with a large body
of research that shows that policies that reduce tobacco use do not have a negative impact on the economy,
including on the number of convenience stores and tobacco retailers.!
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" The chart shows inside-store revenue, which is a better indicator for store sales trends because it excludes more volatile fuel sales.
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Compared to other product categories, cigarettes have Tobacco Product Sales Compared to Other
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whereas food services have the highest profit margin. sales Revenue

The convenience store industry acknowledges that gross
profit margins from cigarettes are lower than those for 0%

food service and packaged beverages and have long 0%

recognized the importance of adapting to changing . [ 81% |
consumer demands.? Over time, cigarettes represent a 0% =
declining share of convenience store revenues, at only 2000 2021
about 25% of total inside-store revenues by 2021.

100%
80%

M Cigarettes M Other Tobacco Products m All Other Products

Restrictions on the sale of flavored

tobacco products do not adverse|y impact Number of Convenience Stores per Quarter
tobacco retailers. Massachusetts was the 4,000 NY: Flavored e cigarettes banned
first state to restrict the sale of all flavored 3,500 —
tobacco products, prohibiting flavored e- 3,000 /md MA: Menthol
cigarettes in 2019 and menthol cigarettes 2,500 e-cigarettes  flgaretfes
banned

and all other flavored tobacco products in 2,000
2020. New York and Rhode Island restricted = 1,500 RI: Flavored
the sale of flavored e-cigarettes in 2020. 1,000 e
Data demonstrate that these state laws 200

P 0
restricting the sale of flavored tobacco olalalalololalolalalal al al ~ ] ~

. . — i — — o~ [N N N [} [} (] (] (] (] ()

products did not lead to any meaningful R R R LN R R KR KL LR
reduction in the number of convenience Q1 Q2 Q3 Q4/Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4/Ql Q2 a3

stores, tobacco stores or convenience store —A Y Rl

employees, nor did they reduce wages in

convenience stores. This is because money spent on tobacco products in retail stores does not disappear when
smokers quit or cut back, but simply shifts to consumer spending on other goods and services, including other
products sold by convenience stores. Furthermore, neighboring states Connecticut, New Hampshire, and Vermont,
which did not pass flavor policies, only saw small changes in these measures, consistent with other research
showing that Massachusetts’ law did not lead to a significant or sustained increase in cross-border sales.?

This report adds further evidence that the tobacco industry’s claims that flavored tobacco restrictions will
hurt the economy and put retailers out of business are overblown. Moreover, by reducing tobacco use,
tobacco control policies reduce tobacco-related death, disease, disability, and associated healthcare costs.
Reducing these costs and shifting the savings to more productive purposes and expenditures will improve the
state’s budget, reduce state business costs, and further strengthen state economies.
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