
 

 
E-Cigarettes Could Save States Billions in Medicaid Costs 

Problem: 

Medicaid recipients smoke at rates twice the average of 

privately insured persons, according to the Centers for 

Disease Control and Prevention (CDC). As of 2014, 

27.9 and 29.1 percent of uninsured and Medicaid 

recipients, respectively, were current smokers. In the 

same year, only “12.9 percent of adults with private 

insurance” identified as current smokers.1  

In fact, CDC estimates the United States spends more 

than $300 billion each year on smoking-related 

illnesses.2 More pointedly, in 2013, “smoking-related 

diseases cost Medicaid programs an average of $833 

million per state.”3  

 

Policy Solution: 

As tobacco harm reduction (THR) tools, electronic 

cigarettes and vaping devices can significantly reduce 

Medicaid costs associated with smoking.  

E-cigarettes are significantly less harmful than 

combustible cigarettes, which contain an estimated 600 

ingredients. Even worse, “when burned [they] create 

more than 7,000 chemicals.”4 This is what links 

cigarette smoking to cardiovascular and respiratory 

diseases.5 By contrast, e-cigarettes create a vapor 

“generated by heating a solution, containing water, 

propylene glycol, vegetable glycerin and typically also 

some flavoring.”6  

Numerous public health groups including Public 

Health England; the Royal College of Physicians; the 

National Academies of Sciences, Engineering and 

Medicine; and the American Cancer Society have 

noted the reduced harm associated with e-cigarette 

use.7 8 9 10  

Moreover, researchers have estimated the potential 

savings to Medicaid programs if current smokers 

switch to e-cigarettes and vaping devices.  

Indeed, a 2015 policy analysis by State Budget 

Solutions examined electronic cigarettes’ impact on 

Medicaid spending. The author estimated Medicaid 

savings could have amounted to $48 billion in 2012 if 

e-cigarettes had been adopted in place of combustible 

tobacco cigarettes by all Medicaid recipients who 

currently consume these products.11  

Additionally, a 2017 study by R Street Institute 

analyzed the reduction in Medicaid costs that would 

likely occur if a large number of current Medicaid 

recipients switched from combustible cigarettes to e-

cigarettes or vaping devices. The author used a sample 

size of “1% of smokers [within] demographic groups 

permanently” switching. According to R Street’s 

analysis, Medicaid savings “will be approximately $2.8 

billion per 1 percent of enrollees,” over the next 25 

years.12  

Furthermore, e-cigarettes are twice as effective as 

nicotine replacement therapy (NRT) in helping 

smokers quit.13 Despite this, many localities are 

proposing regulations to prohibit their use, while 

subsidizing NRT, including lozenges and nicotine gum.  

 

Policy Message 

 

Point 1: Smoking-related health care costs in the 

United States exceed $300 billion annually. 

 

Point 2: Americans without health insurance and 

Medicaid recipients smoke at rates twice the average of 

insured persons. 

 

Point 3: Smoking-related illnesses increased Medicaid 

costs, on average, by $833 million per state in 2013. 

 

Point 4: E-cigarettes are an effective tool for smoking 

abstention and are significantly less harmful than 

combustible cigarettes 

 

Point 5: One analysis found states could have saved 

$48 billion in Medicaid programs in 2012 if all current 

smokers switched to e-cigarettes. 

 

Point 6: Another analysis estimated potential Medicaid 

savings could amount to $2.8 billion per one percent of 

Medicaid enrollees who switched from combustible 

cigarettes to e-cigarettes or vaping devices, over the 

next 25 years. 

 
* * * 

For more information, contact Lindsey Stroud at 757/354-

8170 or by e-mail at lstroud@heartland.org. Or you can 

visit our website at www.heartland.org.  

mailto:lstroud@heartland.org
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****** 
 
Nothing in this Policy Tip Sheet is intended to influence 

the passage of legislation, and it does not necessarily 

represent the views of The Heartland Institute or Tobacco 

Harm Reduction 101. For further information on this and 

other topics, visit the Budget & Tax News website, The 

Heartland Institute’s website, our Consumer Freedom 
Lounge, and PolicyBot, Heartland’s free online research 

database. 

 

The Heartland Institute can send an expert to your state to 

testify or brief your caucus; host an event in your state; or 

send you further information on a topic. Please don’t 

hesitate to contact us if we can be of assistance! If you 

have any questions or comments, contact Lindsey Stroud, 

a state government relations manager at Heartland, 

at lstroud@heartland.org or 757/354-8170. 
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