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F
or insurers, the most salient fact about tobacco 
use can be summarized simply: overwhelming sci-
entific evidence indicates that all widely used forms 
of tobacco harm human health.2 A significant body of 

evidence also indicates tobacco use correlates strongly with 
other risky behaviors.3 According to the Centers for Disease 
Control and Prevention, furthermore, 19.3 percent of U.S. 
adults smoke tobacco.4

Tobacco users are less healthy than the population as a 
whole, die more quickly on average, and in many cases 
engage in a variety of personal behaviors shown to result in 
policy claims. Thus it is financially advantageous for insur-
ers to consider tobacco use as a rating factor and, in certain 
business models, refuse to underwrite certain types of poli-
cies for certain groups of tobacco users.

Not surprisingly, therefore, nearly all life and individual mar-
ket health insurers inquire directly about tobacco use as part 
of their rating processes and, in most cases, attempt to dou-
ble-check individuals’ tobacco use through blood or breath 
tests. Given the overwhelming evidence of harms associated 
with tobacco, there is nothing unfair about this widespread 
practice. Indeed, regulators probably would have good rea-
son question the underwriting and rating standards of any 
insurer that didn’t at least ask about tobacco use. 

This paper, however, contends that an ever-growing reserve 
of data concerning reduced-harm tobacco and nicotine prod-
ucts suggests some insurers rating some products might con-
sider taking into account the type of tobacco used, particu-
larly in light of forthcoming restrictions on insurance rating 
in the health insurance market. 

This paper consists of three sections. The first reviews the 
research about the harms of tobacco and the value of tobacco 
use  as an insurance rating factor. The  second reviews scien-
tific work suggesting that, although no safe tobacco product 
currently exists, some types of tobacco appear less harmful 
than others. The final section makes three points relevant 
to policymakers and life and health insurers interested in 
gaining a more complete and nuanced view of tobacco use. 

SMOKING IS HARMFUL AND INDICATES RISK 
TAKING

Tobacco use is harmful and correlates with a variety of other 
harmful behaviors. 
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Smoking tobacco—particularly cigarettes—is very clearly 
harmful to human health.5 Lung cancer, emphysema, heart 
disease, and at least 13 other often-fatal conditions all stem 
directly from smoking. So do a variety of very harmful though 
not fatal conditions such as complications during pregnancy 
and low bone density.6 Research also shows significant harm 
from the use of cigars, pipes, and other smoked tobacco prod-
ucts, albeit less than from cigarette smoking.7 

Although smoking is itself an important determiner of risk, 
looking at tobacco use is of further importance to insur-
ers because it correlates with other risk-taking behaviors. 

A study by two then-Harvard University faculty members 
shows smokers are generally more neglectful of their health 
than nonsmokers. They are more likely than nonsmok-
ers not to wear seatbelts, to fail to floss their teeth, to get 
injured on the job, and to get into accidents at work and at 
home.8 They’re also more likely to be absent from work. 
In short, smokers tend to engage in “systematic neglect of 
their health.”9 Controlling for other factors such as occupa-
tion and educational level reduces but does not eliminate the 
increased risk-taking behavior found among smokers. (And, 
of course, insurers generally do not try to control for these 
factors anyway and may even use them as rating factors.)

Although more limited in scope (one study deals only with 
high school students), research that explicitly includes users 
of tobacco products other than cigarettes shows increased 
levels of risk-taking behavior analogous to those found in 
samples of those who smoke cigarettes, including increased 
sexual and other risks.10 Current research however, does not 
provide definitive evidence that all tobacco users take the 
same types of risks: The majority of those studied were smok-
ers, and the data do not provide any specific indications about  
differences between tobacco users who smoked and those 
who consumed tobacco in other ways. 

Nonetheless, insurers have very sound reasons to believe 
tobacco use ought to be considered as a factor indicating 
increased risk of costly claims and financial losses. 

REDUCED-HARM TOBACCO AND NICOTINE 
PRODUCTS: WHAT THE SCIENCE SAYS

Although all forms of tobacco and nicotine have the potential 
to harm human health, an extensive body of research shows 
some are safer than others.

In particular, a significant and growing body of peer-
reviewed evidence supports the notion that conventional 
nicotine replacement therapies, e-cigarettes, and certain 
forms of smokeless tobacco such as snus and dissolvable 
tobacco pose lesser health risks than smoking. A similar 
though less complete body of evidence lends support to the 
notion that switching from cigarettes to these types of nico-
tine products produces health consequences similar to quit-
ting smoking altogether. 

The largest body of research in this area involves nicotine 
replacement therapies. These include products such as gum, 
lozenges, and patches used primarily by people attempting 
to quit smoking. Although not perfectly safe, these products 
appear benign by most conventional measures, according 
to a substantial body of research. An extensive meta-anal-
ysis based on a very large sample size—120 studies involv-
ing more than 175,000 individuals—found  most short-term 
consequences of using these therapies are trivial from the 
standpoint of most life or health insurers.11 The overwhelm-
ing majority of people using these therapies suffered no 
adverse consequences at all. Among those who did, most 
consequences were minor and largely to be expected: A small 
percentage of those using nicotine replacement patches 
experienced skin irritations, and approximately 2 percent of 
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those using any nicotine replacement product experienced 
heart palpitations.12 A similarly complete analysis looking at 
longer-term health risks concluded, “Nicotine replacement 
therapy and smoking were not significant predictors of can-
cer in the models for gastrointestinal cancer or all cancers.”13

As with any public health issue involving long periods of time 
and large populations, there are significant caveats: Nicotine 
replacement therapy has been in wide use for only a little 
more than a decade, and because of lag times associated with 
research and peer review, nearly all of the work cited above 
involves studies of five years or less. There is not—and could 
not be—any research showing very long-term (thirty- to for-

ty-year) impacts of these products. In addition, essentially 
all people who use nicotine replacement are former smokers 
and thus likely to suffer some of the same negative health 
consequences as cigarette smokers. Allowing for these signif-
icant unknowns, however, the existing evidence still suggests 
nicotine replacement therapy is probably not highly risky.

E-cigarettes—vaporizers that do not contain tobacco but 
mimic the tactile sensation of smoking and deliver nico-
tine, the same addictive stimulant as cigarettes—appear 
to be another safer replacement for cigarette smoking. An 
extensive review of the academic literature published in 
the Journal of Public Health Policy found  some brands of 
e-cigarettes emit small amounts of “tobacco-specific nitro-
samines” (although far less than cigarettes), but with this 

exception “few, if any, chemicals at levels detected in elec-
tronic cigarettes raise serious health concerns.”14 Because 
e-cigarettes are new, however, the article’s authors conclude, 
“existing research does not warrant a conclusion that elec-
tronic cigarettes are safe in absolute terms.”15 The Food and 
Drug Administration alsoraises concerns about chemicals 
contained in e-cigarettes and outlines avenues for additional 
research, but it stops short of definitively saying they pose 
any known danger.16

Two other smokeless tobacco products—dissolvable tobacco 
products and snus—also appear to be safer than smoked ciga-
rettes. The body of research supporting snus is particularly 
impressive. One comprehensive paper on harm reduction 
strategies observes that societies that heavily use snus in place 
of cigarettes appear to have lower rates of almost all smok-
ing-related cancers.17 Other research in the United States and 
Sweden (where snus use is the most common) also indicates 
strongly that snus use, although not entirely benign, is much 
less risky than smoking cigarettes.18 In addition, because snus  
has been on the market longer than any other tobacco substi-
tute, the research can look deeper into the past. Snus cannot 
be declared safe, and some users may be former smokers, but 
it’s far less dangerous than cigarettes.

Dissolvable tobacco products, which contain doses of harm-
ful substances similar to those found in snus, may fall into 
the same category. Although less definitive—largely because 
the products have been on the market for only ten years and 
are not widely used—a recent review of research, conducted 
by the U.S. Food and Drug administration, concluded dis-
solvable tobacco products also appear to be safer than ciga-
rettes.19 The advisory committee that compiled the report 
concludes, “exclusive use of [dissolvable tobacco products] 
by an individual would greatly reduce risk for smoking 
caused disease compared with regular use of cigarettes.”20 At 
the same time, the FDA research review warned that wide-
spread availability of such products could lead to greater use 
of tobacco overall.
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The preponderance of scientific evidence indicates tobacco 
products are not all equally dangerous.  In some cases, rating 
individuals on the basis of tobacco use alone, without distin-
guishing between different kinds, may cause insurers to miss 
opportunities to make better and more profitable rating and 
underwriting decisions.  

WHAT REDUCED HARM MEANS: THREE PUBLIC 
POLICY PATHS WORTH FOLLOWING

The current state of the research does not allow defini-
tive conclusions about what insurers should or should not 
do regarding different types of tobacco use. Nonetheless, 
current science does suggest insurers should seek more pre-
vision in the use of tobacco-related rating criteria. In par-
ticular, they should consider ways in which rating criteria 
limitations in the Patient Protection and Affordable Care Act 
may make tobacco types more relevant, ensure that state and 
federal law allows for flexibility in tobacco-related rating, 
and support additional research to ascertain whether use of 
non-cigarette tobacco products correlates with other risky 
behaviors. 

Restrictions on Rating Criteria in the Patient 
Protection and Affordable Care Act May Make 
Type of Tobacco Use More Relevant

The Patient Protection and Affordable Care Act, better 
known as “Obamacare,” makes numerous very significant 
changes to the United States’ health care system.21 Perhaps 
the most important change for health insurance compa-
nies operating in the individual and small group market is a 
severe limitation on allowable rating factors.

In particular, Section 2701 of the law prohibits all rating 
except that based on “(a) whether a plan covers an individ-
ual or a family; (b) rating area; ... (c) age [for adults; and] 
... (d) tobacco use.”22 The law allows significant administra-
tive discretion in rating area and family status but limits the 
variation for age to 300 percent and the variation for tobacco 
use to 50 percent. 

Although tobacco use, under these guidelines, seems like a 
fairly unimportant factor (other things can impact premi-
ums far more), it likely will become quite important as a 
marketing factor. Among allowable rating factors under the 
new law, only tobacco use is easily within any individual’s 
personal control and relevant as a marking criterion. With 
other now commonly used criteria such as claims history, 
overall health, and preexisting conditions excluded from use 
in setting health insurance rates, the relative importance of 
tobacco seems almost certain to increase. 

This means health insurers who can effectively differentiate 
between different types of tobacco users’ claims costs may be 
able to improve profitability while providing pricing attrac-
tive to particular groups of policyholders. Although current 
research does not indicate any health insurer would be wise 
to ignore tobacco use altogether, accounting for significantly 
smaller health risks of certain tobacco and nicotine products 
may provide a business opportunity. 

State and Federal Law Should Encourage 
Flexibility in Tobacco-Related Rating

If insurers believe it is a good business practice to assign a 
single premium to all tobacco use (as most do now), state and 
federal law should not prevent them from doing so. But as 
new rate plans are filed with regulators, laws and regulations 
should allow and even encourage differentiation based on 
different types of tobacco use. Likewise, people on all sides 
of the debate over harm reduction and tobacco use may want 
to consider revisiting the 50 percent rating premium allowed 
for tobacco.

Given that, under current statute, tobacco use is the only eas-
ily controllable factor allowed to be used in insurance rating, 
Congress may wish to consider allowing for greater variation 
on the basis of tobacco use, if insurers, public health officials, 
and researchers can present a convincing case that larger rat-
ing variations are justified. The difference between the risks 
presented by different types of tobacco appears to be great-
er than 50 percent. This indicates variations on the basis of 
tobacco use than the law currently allows may be warranted. 

21.	 Public Law111-148, http://www.gpo.gov/fdsys/pkg/PLAW-111publ148/html/
PLAW-111publ148.htm. 22.	 PL 111-148 Sec. 2701 (A)(1)(a)(i-iv).
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More Research Is Needed to Determine Whether 
Use of Forms of Tobacco Other than Cigarettes 
Correlates with Other Risky Behaviors.

Although it’s impossible to be confident that an initial lit-
erature review has identified every study ever done, the cur-
rently available electronic resources indicate a strong corre-
lation between cigarette smoking and other risky behavior. 
Although some reports have looked at other types of tobacco, 
researchers typically have lumped all types of tobacco use 
together, rather than separating out different forms.23 Given 
that approximately 90 percent of all tobacco users smoke 
cigarettes, the current data may not provide a full picture 
of people who use types of tobacco other than cigarettes.24

Current research, at least in the peer-reviewed literature, 
does not indicate whether people who use types of tobacco 
other than cigarettes are more prone to risk-taking behavior 
in the manner cigarette users are. More research is needed to 
determine whether people who use forms of tobacco other 
than cigarettes have lesser (or greater) risk-taking propensity 
than those who smoke cigarettes. 

Two hypotheses seem equally plausible. On one hand, it’s 
possible that decisions to cease smoking or to switch from 
one tobacco product to another are made in isolation. Given 
that the overwhelming majority of people using tobacco and 
nicotine products other than cigarettes did smoke cigarettes 
at one time (and some continue to do so), it’s possible the 
only health consequences of switching from cigarettes to 
other tobacco/nicotine products are those such as improved 
lung function that can be attributed to smoking cessation, 
and that risk-taking behavior continues.25

On the other hand, some research appears to indicate that 
people who stop using cigarettes experience improved well-
being in other respects, with the strong implication that 
smoking cessation is part of broader life changes. If these 
factors translate to people who switch forms of tobacco 
rather than ceasing all tobacco use, it may have relevance 
to insurers.

In one study, ex-smokers report improved subjective senses 
of well-being, decreased stress, and other positive conse-
quences that do not seem likely to result from the physical 
consequences of smoking cessation per se.26 Another stu-
dyshows people who successfully stop using cigarettes have 
some differences from the population of cigarette smokers 
overall  that may be of interest to insurers in rate-making: 

They tend to have higher incomes and are older and more 
likely to be married than people who try to quit but do not 
succeed.27

All of this indicates quitting smoking correlates with other 
life changes, and it’s plausible to suggest people who switch 
their form of tobacco use would undergo the same overall 
changes. Thus it seems possible that people who switch from 
cigarettes to nicotine replacement, snus, or e-cigarettes may 
also acquire risk profiles that warrant other changes in their 
insurance rates. 

CONCLUSION

Insurers should include tobacco use as a rating factor for life 
and health policies. Overwhelming scientific evidence indi-
cates tobacco use is harmful and correlates with other risky 
activities, but several types of tobacco and nicotine products 
appear to be safer than cigarettes (although none can be said 
conclusively to be altogether benign).

Particularly in light of new restrictions on the use of health 
insurance rating factors, insurers and public policy makers 
should consider ways to distinguish between different types 
of tobacco products and support additional research into the 
correlation between tobacco products other than cigarettes 
and dangerous behaviors. Public policy should not place any 
restrictions on the use of tobacco as a rating factor, and poli-
cymakers, regardless of their positions on tobacco use, may 
find it advantageous to allow for more rating flexibility in 
regard to tobacco than the Patient Protection and Affordable 
Care Act currently allows. 

Insurers should, of course, consult their own actuarial data 
and business objectives in deciding how to treat tobacco 
use. A good deal of evidence, however, indicates a nuanced 
approach to tobacco use in insurance rating could create a 
competitive advantage for some insurers in some cases. 

23.	 See, e.g., Everett et al., supra. 
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