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THE FEDERAL TOBACCO SUIT:
TAXATION THROUGH LITIGATION
INSTEAD OF LEGISLATION

The Administration may be hoping that a
lawsuit against the tobacco companies will not
encounter as much Congressional opposition as a tax
hike, since any adverse price effect on smokers
would be indirect, and, if noticed, could be blamed
on the courts. Nonetheless, a lawsuit does require
some action by Congress. The Administration has
asked it to approve an appropriation of $20 million
for the Justice Department to start work on the case.
Whether the government takes money from the
tobacco companies through an increase in the
cigarette excise tax or through a lawsuit, the result
will be an increase in the cost of cigarettes. A
lawsuit is simply a tax imposed by litigation instead
of legislation. The burden of any damage award or
tax hike will fall on smokers, tobacco growers, and
tobacco company employees and shareholders in
some proportion either way.
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