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DRAFT BILL ANALYSIS

Section 1 changes the amount the licensee can deduct for expenses from one percent of
the total tax due to four-tenths of one percent. Also increases the School Fund portion of
the cigarette tax rate by $1.00 per pack of 20; from 2.5 mills per cigarette ($.05 per pack)
to 52.5 mills per cigarette ($1.05 per pack) through FY 2000. Combining this rate with
the 12 mills per cigarette ($.24 per pack) levied under AS 43.50.190, which goes to the
General Fund, the total tax rale on a pack of cigarettes would increase from $.29 to $1.29.
After June 30, 2000 the School Fund portion increases to 64.5 mills per cigarette ($1.29
per pack) so the total tax rate on a pack of cigarettes increases from $1.29 to $1.53
through FY 2003. After June 30, 2003 the School Fund portion increases to 76.5 mills
per cigarette ($1.53 per pack) so the total tax rate on a pack of cigarettes increases from
$1.53 to $1.77 through FY 2006. After June 30, 2006 the school fund portion increases to
88.5 mills ($1.77) plus an additional 12 mills ($.24) during each succeeding three-year

period.

Section 2 This section only takes effect if section 1 of this act is ruled unconstitutional
(see section 10). If so, the statute would be amended back to how it was prior to the bill

passage.

Section 3 directs the Department of Revenue to give public notice of changes in cigarette
tax rates under AS 43.50.090 at the time these tax rates are changed.

Section 4 This section only takes effect if section 1 is ruled unconstitutional (see section
10). If so, this section increases the General Fund portion of the cigarette tax rate by
$1.00 per pack of 20; from 12 mills per cigarette ($.24 per pack) to 62 mills per cigarette
($1.24 per pack) through FY 2000. Combining this rate with the 2.5 mills per cigarette
($.05 per pack) levied under AS 43.50.090, which is dedicated to the School Fund, the
total tax rate on a pack of cigarettes would increase from $.29 to $1.29. After June 30,
2000 the General Fund portion increases to 74 mills per cigarette ($1.48 per pack) so the
total tax rate on a pack of cigarettes increases from $1.29 to $1.53 through FY 2003.
After June 30, 2003 the General Fund portion increases to 86 mills per cigarette ($1.72
per pack) so the total tax rate on a pack of cigarettes increases from $1.53 to $1.77
through FY 2006. After June 30, 2006 the General Fund portion increases to 86 mills
($1.96) plus an additional 12 mills ($.24) during each succeeding three-year period.
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Section 5 This section only takes effect if section one is ruled to be unconstitutional (see
section 10). If so, this section directs the Department of Revenue to give public notice of
changes in cigarette tax rates under AS 43.50.190 at the time these tax rates are changed.

Section 6 increases the tobacco products tax rate from 25% to 100% of the wholesale
price of the tobacco products.

Section 7 creates a new section under AS 43.50 (AS 43.50.365) to increase the tobacco
product tax rate applied to the wholesale price by the Anchorage CPI on July 1 of each
even numbered year. The starting point of the index is January 1, 1998.

Section 8 changes the amount that the tobacco products licensee can retain to cover
expenses from one percent of the tax due to four-tenths of one percent.

Section 9 This section only takes effect if section 1is ruled unconstitutional (see section
11). If so, this section repeals the public notice provision for changes in the cigarette tax
rates under AS 43.50.090 that were made in section 3 of this bill.

Section 10 provides for sections 2, 4, 5 and 9 of this Act only taking effect if dedication of
the proceeds of the cigarette tax to the School Fund is found to be unconstitutional.

Section 11 establishes that if section 1is found unconstitutional and sections 2 and 4 of
this act take effect then revenue derived under section 1 (prior to it being found
unconstitutional) that exceeds the original 2.5 mills will be credited to the tax levied under
AS 43.50.190 (a) as amended by section 4 of this Act.

Section 12 establishes an effective date of October 1, 1997 for sections 1, 3, 6, 7 and 8 of
this Act.

Section 13 establishes an effective date for sections 2, 4, 5and 9 of which ever of the
following comes later: (1) when a court enters a final judgement that the amendment
under section 1 of this act is unconstitutional or (2) when the time for appeal has expired
or upon entiy of a final order on the appeal that section 1 is unconstitutional.
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OPERATING EXPENDITURES
Department of Revenue is requesting operating funds to cover 14 the costs of a Revenue

Auditor 111 position. With such a large increase in taxes due the state (increase from $17
to $50 million annually), the department anticipates increased taxpayer noncompliance.

With significantly higher levels of tax, it is possible that taxpayers will look for loopholes
or other methods of tax avoidance. This position will be responsible for ensuring that all
taxpayers are identified and that taxpayers are filing and paying the proper amount of tax.
The projected annual salary costs for the 14 portion of this position comes to $30.0.

The department is also requesting one time FY 98 funding of $5.0 for contractual funds to
cover costs of public notice of rate increases, forms revisions and postage, and $4.0 for
equipment ($3.5 for computer costs and $.5 for office equipment). The recurring costs
will be $2.5 to cover travel, contractual and supplies, except for FY 01 where an addition
$.3 will be necessary to cover public notice of the tax rate increase.

REVENUE COLLECTED

The attached spreadsheet details revenue projections from rate increases in this bill.
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Cigarettes .
Hasticity Fector

Consumption (packs of cigarettes)

Rate

Cigarette Tax

Less .4% Commission

Net Cigarette Tax

FY 97 Projected Cigarette Tax

Net Cigarette Tax Increase
Increase to School Fund

Tobacco Products =~
Hasticity Fector

Consumption (Whole. Pr. 1996 $)

Rale

Tobacco Products Tax

Less .4% Commission

Net Tobacco Products Tax

FY 97 Projected Tob. Prod. Tax

Net Tobacco Prod. Tax Increase

Increase to General Fund

Cigarette and Tob. Products

Net Cigarette and Tobacco Tax

Net Clg. and Tob. Increase

Alaska Department of Revenue
] Income and Excise Audit Division
Projected Revenue Increeses framChange In Tabacoo Tax Rates

% “Tmmram mm'mm

ol
e
(147,708)
$36,70,30

(10,083,937) *

$26,696,372
$26,696,372

(1,090,715)

$2,486,666
$2,486,666

$40,366,691

$29,181,939 *

0.m
42,93&393

$55,390,527
(221,562)
$55,168,965
(15,125,905)
$40,043,060

$40,043,060

0.m
$5,387,473

100%

$5,387,473
(2350)
$5,365,923

(1,636,073)

$3,729,860
$3,729,860

$60,634,888

$43,772,910

QH

42,938,393
$55,390,527
(221,562)
$55,168,965
(15,125,905)
$40,043,060

$40,043,060

0.m

$5,387,473

100%
$5,387,473

(2.550)
$5,365,923
(1,636,073)

$3,729,860
$3,729,860

$60,634,888

$43,772,91u

*Note: The bill's effective date results In the tax increase covering 8 months In FY 98.

draft prepared by brett fried

-130H
40,567,562

$62,068,369
(248,273)
$61,820,096
(15,125,905)

$46,694,191
$46,694,191

m(H

$5,314,097
106%
$5,632,943

(253

$5,610,411

(1,636,073)

$3,974,338
$3,974,338

$67,701,312

$60,668,629

IMPSIHHO9B m m sm

o.m
40,587,562

$62,068,370
(248,273)
$61,820,096
(15,125.905)
$46,694,191

$46,694,191

0.m

$5,314,097

106%
$5,632,943

(225%)
$5,610,411

(1.636,073)

$3,974,338
$3,974,338

$67,701,313

$50,668,630

o.m
40,567,562

$62,068,370
(248,273)
$61,820,096
(15,125,905)

$46,694,191
$46,694,191

-10MH

$5,240,722

112%
$5,869,609

(234M)
$5,846,130
(1,636,073)

$4,210,067
$4,210,067

$67,937,978

$10,904,249

/m

38,249,415
$67,701,465
(270,806)
$67,430,659
(15,125,905)
$62,394,764

$62,304,764

0.m

$5,240,722

112%
$5,869,609

(23479
$5,846,130
(1,636,073)

$4,210,067
$4,210,067

$73,671,073

$66,614,811
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i CS FOR HOUSE BILL NO. 1(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE
i<

11 Offered:

i Referred:

j| Spoa«:cr(s): REPRESENTATIVES BJNDE, Ivan, Croft, Porter, Hudson, Green

il A BELL
]
FOR AN ACT ENTITLED

j
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"An Act relating to taxes on cigarettes and tobacco products; and providing for »

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.50.090(a) is amended to read:

(@ There is levied an excise tax [OF TWO AND ONE-HALF MILLS] on each

cigarette imported or acquired in the state. Each licensee shall, at the time of filing

the return required by AS 43.50.080, pay to the department the excise for the calendar

month covered by the return, deducting four-tenths of one percent of the total tax due,

which the licensee shall retain to cover the expense of accounting and filing returns.

]

Cigarettes upon which the excise is imposed are not again subject to the excise when

acquired by another person. The excise tax is levied at the following rates:

(1) on and after the effective date of this bill section and through

.Tune 30, 2000 - 52 1/2 mills:

(2) after June 30. 2000. and through June 30. 2003 - 64 1/2 mills; 1

« CV™ I(FIN)
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1 (3) after June 30. 2003. and through .June 30. 2006 - 76 1/2 milk:

2 and

3 (4) after June 30. 2006 - 76 1/2 mills plus an additional 12 mills

4 during each succeeding three-vear period, the increase to be effective on the first

5 day of the succeeding thrce-vear period.

6 * Sec. 2. AS 43.50.090(a) is amended to read:

7 (@) There is levied an excise tax of two and one-half mills on each cigarette

8 imported or acquired in the state. Each licensee shall, at the time of filing the return

9 required by AS 43.50.080, pay to the department the excise for the calendar month
10 covered by the return, deducting four-tenths of one percent of the total tax due, which
11 the licensee shall retain to cover the expense of accounting and filing returns. !
12 Cigarettes upon which the excise is imposed are not again subject to the excise when |
13 acquired by another person. [THE EXCISE TAX IS LEVIED AT THE FOLLOWING
14 RATES: i
15 (1) ON AND AFTER THE EFFECTIVE DATE OF THIS BILL j
16 SECTION AND THROUGH JUNE 30, 2000 - 32 12 MILLS;

17 (2) AFTER JUNE 30, 2000, .AND THROUGH JUNE 30, 2003 - 64 1/2 |
18 MILLS; j
19 (3) AFTER JUNE 30, 2003, AND THROUGH JUNE 30, 2006 - 76 1/2 |
20 MILLS; AND
21 (4) AFTER JUNE 30, 2006 - 76 1/2 MILLS PLUS AN ADDITIONAL
22 12 MILLS DURING EACH SUCCEEDING THREE-YEAR PERIOD, THE
23 | INCREASE TO BE EFFECTIVE ON THE FIRST DAY OF THE SUCCEEDING :
24 I THREE-YEAR PERIOD.]

25 * Sec. 3. AS 43.50.090 is amended by adding a new subsection to read: j
26 | (d) At the time of a change in the amount of tax under (a) of this section, the :
27 department shall give public nouce of the change.The department shall also provide !
28 | notification of the change to all persons licensed under this chapter. |
29 i * Sec. 4. AS 43.50.190(a) is amended to read:

30 (@ Qn [THERE IS LEVIED AN EXCISE TAX OF 12 MILLS ON] each
3. cigarette imported or acquired in this state, there is levied an excise tax at the

CSHB 1(FIN) -2-
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following rates:
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m_gn_and.after.the effective date of this bill section and through

.Tune 30. 2000 - 62 mills:

(2) after June 30. 2000. and through June 30. 2003 - 74 miills:

(3) after June 30. 2003. and through June 30. 2006 * 86 mills: and

(4) after June 30. 2006 * 86 mills plus an additional 12 mills during

each succeeding three-vear period, the increase to be effective on the first dav of

the succeeding three-vear period.

* Sec. 5. AS 43.50.190 is amended by adding a new subsection to read:

(c) At the time of a change in the amount of tax under (a) of this section, the \

department shall give public notice of the change. The department shall also provide

notification of the change to all persons licensed under this chaptei.

* Sec. 6. AS 43.50.300 is amended to read:

Sec. 43.50.300. Excise tax levied. An excise tax is levied on tobacco products

in the state at the rate of 100 [25] percent of the wholesale price of the tobacco

products. The tax is levied when a person

() brings, or causes to be brought, a tobacco product into the state

from outside the state for sale;

(2) makes, manufactures, or fabricates a tobacco product in the state

for sale in the state; or

(3) ships or transports a tobacco product to a retailer in the state for

sale by the retailer.

* Sec. 7.AS 43.50.300 is amended by adding new subsections to read:

(b) The amount in (a) of this section changes, as provided in (b) - (d) of this

section, according to and to the extent of changes in the Consumer Price Index for all

urban consumers for the Anchorage Metropolitan Area compiled by the Bureau of

Labor Statistics, United States Department of Labor. The index for January of 1998

is the reference base index.

(c) The amount changes on July 1 of each even-numbered year in an amount

equal to the percentage of change, calculated to the nearest whole percentage point,

between the index for January of that year and the most recent index used to change

_3-
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the amount in (a) of this section. However, the amount does not change if the amount
required by (b) - (d) of this section is that currently in effect as a result of earlier

application of (b) - (d) of this section. |

(d) If the index is revised, the percentage of change is calculated on the basis S

of the revised index. If a revision of the index changes the reference base index, a
revised reference base index is determined by multiplying the reference base index
applicable by the rebasing factor furnished by the Bureau of Labor Statistics, United
States Department of Labor. If the index is superseded, the index referred to in (b) - |
(d) of this section is the one representer' by the Bureau of Labor Statistics as reflecting

| most accurately changes in the purchasing power of the dollar for Alaska consumers.

}j (e) At the time of a change in the amount of the tax under this section, the
department shall promptly give public notice of the change. The department shall also
provide notification of a change to all persons licensed under this chapter.

* Sec. 8. AS 43.50.330(b) is amended to read:

1 (b) The licensee shall remit with the return the tax due under AS 43.50.300 jl
for the month covered by the return, after deducting four-tenths of one percent of the

i tax due, which the licensee shall retain to cover the expense of accounting and filing j

the return. !
( * Sec.9. AS 43.50.090(d), added by sec. 3 of this Act, isrepealed.
* Sec.10. CONDITIONAL EFFECT OF CERTAIN SECTIONS. Sections 2, 4, 5, 8, and
19 of this Act take effect only if
1) a court enters a final judgment that the amendment made to

j AS43.50.090(a) by sec. | of this Act changing the rate of taxation on cigarettes violates the

; prohibition set out in art. IX, sec.7, Constitution of the State of Alaska, against dedication of

Ijthe proceeds of % state tax or license; and !

? (2) eitherthe time for appeal of that judgment expires or, if an appeal is taken,

J thecourt enters a final order on appeal that AS 43.50.090(a), as amended by sec. 1 of this

Act, violates art. 1X, sec. 7, Constitution of the State of Alaska.
¢ Sec. 11. CONDITIONAL RETROACTIVITY OF CERTAIN PROVISIONS. If secs. 2
and 4 of this Act take effect under sec. 10 of this Act, then the amendments to

AS 43.50.090(a) and 43.50.190(a) made by secs. 2 and 4 of this Act are retroactive to October

CSHB 1(FIN)
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1, 1997, and the revenue derived from the levy of mills per cigarette of the tax levied under
AS 43.50.090(a), as amended by sec. 1 of this Act, for cigarettes sold after October 1, 1997,
that exceeds two and one-half mills shall be credited to the tax levied under AS 43.50.190(a),
as amended by sec. 4 of this Act. !
* Sec. 12. Sections 1, 3, 6, 7, and 8 cf this Act take effect October 1, 1997.
¥ Sec. 13. If secs. 2, 4, 5, and 9 of this Act take effect under sec. 10 of this Act, they take
| effect on the later of (1) the date a court enters a final judgment that the amendment made to 1
AS 43.50.090(a) by sec. 1 of this Act changing the rate of taxation on cigarettes violates the
prohibition set out in art. EX sec. 7, Constitution of the State of Alaska, against dedication of
the proceeds of a state tax or license, and (2) the expiration of any time for appeal of that l
,ﬂudgment, or, if an appeal is taken, upon entry of a final order on the appeal that
AS 43.50.090(a), as amended by sec. 1 of this Act, violates art. 1X, sec. 7, Constitution of the
State of Alaska. The attorney general shall promptly notify the lieutenant governor and the
. revisor of statutes of a judgment described in this section.
i

J
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ARBA
Anchorage Restaurant and Beverage Association

CHARR
Alaska Cabaret, Hotel, Restaurant and Retailers Association
3400 Spenard Rd., Suite 9 (907) 274-8133 or 1-800-478-2427
Anohorage, AK 99503 FAX (907) 274-8640

TO: Mr. Larry Myers
State of Alaska, Department of Revenue

FROM: Mary Beth Whitehurst
CHARR
COVER PLUS JULPAGES DATE: 2/14/97

COMMENTS:
Hard copy to follow by regular- mail.
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February 14, 1997

Mr. Larry Meyor*

State 0 f Alaska, Department o f Revenue
Income and Excise Audit Division

550 West 7th Avenue, Suite 560
Anohorage, AK 99501-3556

Denr Mr. Meyers,

Please find enclosed the updated "Estimated Revenue Effects ofd Proposed $1 Per
Package Inorease In the Cigarette Tax Rate in Alaska," originally prepared by Barents
Group LLC, in December 1995.

| hope this upduu) reﬁort will clarify any questions raised from the first report. However,
please note, that the changes do not affect the resultB ofthe original analysis.

Sincerely,

Mnry Beth Whitehurst
Interim Director, CHARR



ESTIMATED REVENUE EFFECTS OF A
PROFUSED SI PER PACKAGE INCREASE
IN THE CIGARETTE TAX RATE IN ALASKA

Prepared for:

The Alaska Cabajult,Hotel, Restaurant and Retail association

Preparedby:

Barents groupl lc
ofkpmcPeatMarwick LLp
Washington, D.C.

February 13,1997
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PREFACE

Barents Group LLC of KPMO Peat Mwwjck LLP was asked by the Alaska, Cabaret,
Hotel, Restaurant and Retail Association to reexamine a proposal by the Governor Tony
Kjoowlo* to increase the Stale cigarette tax by $1 per package from $0.29 to $1.29 storting
in fiscal year 1998. This report updates our previous report, Thu Estimated Revenue
Effects ofv Proposed $i Increase In the Cigarette Tax Raie in Alaska, dated December
11, 1995. This report which describes our findings, has an Executive Summary, four
parts, and a technical appendix. Part 1 is an introduction, Part 2 describee the
methodology used to evaluate the. Department of Revenue’s analysis, Psut 3 describes our
results, and Part 4 provides our conclusion*.

KtcEiuer FROrt 202 07<e 01.29.1906 0U30
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EXECUTIVE SUMMARY

Biuems Group LLC of KPMQ Peat Mnrwick 1..U* was asked by the Alaska Ctbaret,
Hotel, Restaurant, and Retail Association to reexamine a proposal by Governor Tony
Knowles to Increase the State cigarette tax by Si per package from 50,29 to $1.29 starting
in fiscal year 1998, The Alaska Department of Revenue estimates that thia proposal will
increase olpnrottc tax revenue* by $36,5 million in fiscal year 1998 and by $40.1 million
annually for the period 1999 to 2003 (and bayond).

KIPMG Barents found thortoomings In the Department of Revenue’s estimating
procedures that lead to an overstatement of the net revenue impact of the proposal. Based
upon our review of the extensive academic literature on thi3 issue, the Department of
Revenue assumed an unrealislicaliy low mponalvertoss of cigarette consumers to
changes in the price of cigarettes. The Department of Revoaue also did not oonslder the
tendency for consumer responsiveness to Increase with time.

In summery, KFMQ Barents found that the Department of Revenue overstated potential
revenue gains of the proposed tnx increase by over $5 million (16 percent) in FY 1998
and by $16 million (63 percent) in FY 2003. The tax would also increase the bootlegging
of cigarettes in Alaska iu connection with military installations, Indian reservations, or
other nontaxed alternatives. Finally, as a result of declining cigarette demand, the State
Increase would reduce local tax collections in Anchorage, Juneau, and Fairbanks by a
total of $12 million over the six year period.

lu addition w raising loss revenue than anticipated, the proposed tax increase will also be
""ulte regressive by raising taxes equal to a much greater share of income of those With the
lowest incomes than it docs of thosa with higher Incomes, Further, the tax increase will
cause relative prices to change throughout the State’s economy as a result of chwiget in o
the quantity Of cigarettes consumed. That is, as smokers change their spending on
cigarette* there will be corresponding changes in their non-cigarette consumption. These
changes in demand will lead to price effects that will have consequences for Bmoker* and

non-smokers alike.

01.7*. me 0«32
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2. INTRODUCTION

Alaska Governor Tony Knowles has proposed a $1 per package increase in the Slate
cigarette tax beginning in fiscal year 1998, Governor Knowles has stated that the reason
for this tux increase is to deter young people from smoking, and although he hopes the tax
will not raise any money, any revenue raisod will flow to the General Fund Education
Account and the Dedicated School Fund. The Alaska Department of Revenue estimates
that total cigarette excise taxes will increase to $51.7 million in FY 1998 and $55.2

million thereafter.

A 345 percent increase in the State cigarette tax from $0.29 to $1.29 will have a number
of unintended effects in the State. These effects Include: (1) raising less money than the
Department of Revenue is estimating; (2) a loss in revenue to mittfor municipal
governments; (3) increased illegal activity because of the bootlegging of tax-free
cigarettes from jurisdictions not covered by the state’s taxing authority, military bases for
example; (4) deterioration Inthe distribution of income due to the regressive nature of the
lax; and (5) as smokers change their consumption of cigarettes in response to the tax
change, relative prices of other goods wiU change impacting not only smokers, but non-

smokers as wall.

¢ The Department of Revenue estimates that a Si per package Increase in the cigarette
tax will raise an additional $37 million in FY 1998 and $40 million per year during
tire period FY 1999 titrough FY 2003.1 These estimates, however, are bated upon
assumptions that overstate the revenue potential of the ta-: with the result that the tax
increase will raise less money than is estimated.

¢ The Department of Revenue assumes a “demand elasticity” much lower than reported
in most peer reviewed, professional journals. The scientific evidence suggests that
following the proposed tax Increase, taxable cigarette sales, and hence tobacco tax
revenues, would faJ) much more than the Department of Revonue estimates.

¢ The Department of Revenue ignores long-run factors specific to Alaska that are likely
to further erode potential tax revenue gains. Tax-free cigarette sales at military
installations ore likely to rise substantially, through legitimate soles and through
bootlegging, if the proposed tax increase becomes law. Even under the existing tax

regime, an approximately 9 percent share of cigarette sales in the State occurs through
military buses.

¢ In addition to the impact on State tax collections, we also find that the proposed tax
increase will directly reduce the tax collections of Anchorage”™ Fairbanks, and Juneau.

1 he Governor™ proporai it tsilmated to raise S44 million annually by taxing elgarettii and other tobacco
produett. Our analysis focuses only on the ciforMte tax. These estimates ore consistent with the estimate*
used In th* Governor's State of the Budget Address which wu delivered on January Id, JPP7.

* r.
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Tills reduction will result from the tax-induced decline in demand for oigfucttcs that
are subject to local taxation in these jurisdictions.

¢ (merest in the distributional coosequenoes of taxes has historically been a major
concern in tax policy debate*. The conoem is particularly acute for lower-Incomc
taxpayers, for whom even relatively small dollar Increases in tax burden can require
disproportionately large sacrifices. The 345*percent increase in cljarett? will
represent a much larger percentage of Income for lower income residents than fbr
woaiihier residents. This will adversely affect the distribution of income within th«
State and make the tax system more regressive.

¢ finally as cigarette taxes increase and the consumption of cigarettes falls, smokers will
change their purchases ot vther goods and services. These changes in demand will
cause relative prices to shift in ways that increase the cost of some items and reduce
the cost of others. That is, as smokers change their purchasing patterns, both smokers
and non-smokers will be affected by the proposed cigarette tax increase,

In summary, wc find that the Department of Revenue overstates potential revenue gains
of the proposed tax increase by 17 percent in FY 1998 and by FY 2003, overstates
potential revenue gains by 66 percent In addiu'on, the decline in local tax revenues
collected by Anchorage, Juneau, and Fairbanks, which the Department of Revenue does
not discuss, will I»0 approximately $2 million per year. Indeed, revenues may be even
lower due to increased bootlegging. Also, the tax increase will fall most heavily on the
lower-income portion of the State's population. Finally, as smokers change their
consumption patterns, relative price changes will affect smokers and non-smokers alike.
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2. METHODOLOGY

The central relationship in this study is the demand for taxable cigarettes. This
relationship explains how cigarette consumers react to changes in the price of a pack of
cigarettes. This relationship also describes how changing consumer preferences affect
demand. Finally, the demand for taxable cigarettes Is affected by inflation when fixed,
per-unit taxes are not indexed to the price level, as they arc not in all states. This section
briefly discusses each of these considerations. The Technical Appendix explains these
factors in greater detail.

A demend elasticity describes how responsive consumers are to a change in price. Ifa
large percentage increase in the price of cigarettes is followed by a larger percentage
decline in the consumption of cigarettes, then economists say that the demand for
cigarettes is ""price elastic."" that is, very responsive to a price change. There have been
many studies of cigarette demand, dating back to at least 19333 Among those, seme
carry more influence than others, especially those articles that a. “ear in peer reviewed
professional journals. Among the peer reviewed articles cited In *iiis report, the average
demand elasticity is *0.619; the average long-run demand elasticity is -1.0334 We
assume that the Department of Revenue used an implied demand elasticity of -0.45 which
la at the low end of the estimate range of all the peer reviewed publications.4 Moreover,
elasticities tend to increase over lime, as consumers.leam to adjust to price changes. The
Department of Revenue Ignores this effect.

As a simple example, assume the average retail price of cigarettes is $2 per pack.7 A Si
per pack tax increase will raise the price by 50 percent. A price elasticity of *0.4, as
assumed by the Department of Revenue, implies an 19 percent d™op in consumption; i.e.,
the percent decline in demand is equal to -v.4 multiplied by the percent increase in price.
On the other hand, a short-run elasticity of -0./j]9 implies a 29-perccni drop in damand,
and a long-run elasticity of -1.033 Implies a 49-percent drop Id demand. This drop In
demand for taxed cigarettes affects not only the revenues from the proposed $1 per pack
tax Increase, but also reduces the number of packs on which the current $0.29 tax per
pack tax is collected. Such differences in estimating fiiture consumption indicate that the
Department of Revenue has overstated potential tax collections.

*ThI* i*the elntlplty of demand for cigarettes. See Technical Appendix.

*See References.

4 See Appendix Table A*J for ft:" lift of elasticities.

5 KRMO Bnrsnw uses real (i.e., !.iflation equated) price* In animating the revenue impact of the promoted
tax Increase. As a result, tha Implied price elasticity used by the Department of Revenue Is *0.427.

* The Department of Rovenue does not explicitly Identify Its elasticity; however, I, can be inferred from
their data, See Technical Appendix.

TIn performing our enalysli we used $2.14, the price as of November 1996 provided by the Tobacco
Institute. Wo use S2 per pack Inthe examples to simplify the presentation.

1The Department of Revenue asstimas a one-time 18..1 percent decline In demand.

received from 101 rjS 0Srs



3. RESULTS

The most relevant numbers for the State to consider in budget forecasting are current (or
“nominal”) dollar estimates. That is, how much money is expected to flow into the State
treasury as a result of a given fiscal policy option. To be consistent with actual
coliections, such estimates must take into account expooced price inflation. KPMO
Barents prepared its celibates in nominal dollars to be consistent with the Alaska
Department of Revenue end to provide the most relevant analysis.

Table 1
Estimated Tax Collections Under a $1 per Pack Increase

KF~f'9984;171999 " taoo.;:VEhooi#e«:fy2002- '®003

_ CXfittUr..
KPMG Barents
estimate 31.4 31.9 29.3 26.7 24.2 24.6
Department of
Revenue’s estimate 36.5 40.1 40.1 40.1 40.1 40.1
Department of
Raven"'"’s
overstatement 51 8.2 10.8 134 15.9 15.5
Percentage
overestimate 16.4% 25.6% 36.8% 50.1% 65.9% 63.1%
Local revenue loss
not estimated by
Department of
Revenue 14 16 18 2.0 2.3 2.3

The KPMC Barents estimate shows the likely change in cigarette tax revenue resulting
from the $1 per pack increase in the State tobacco tax.5 Table 1 shows the tax increase
beginning in FY 1998, which implies a net revenue gain of $31.4 million. The revenue
gain ir.”eases slightly in PY 1999 due to lags in tax collections and then decreases until

by FY 2003, the additional tax revenue Is only $24.6 million above the amount that
otherwise would havo been oollectod, Table 1also shows the amount and the percentage
by which the Department of Revenue’s calculations exceed the &PMQ Barents estimate,

*All valusi sra in nofflinsl dollars. That li, they ore net Inflation adjusted.
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In FY 1998, the Department of Revenue overestimate) tax revenues by S5.1 million (16
percent over the KPMG Barents estimate); by FY 2003, the Department of Revenue

exceeds the KPMG Barents forecast by $15.5 million (63 percent over the KPMG
Barents estimate). Figure 1shows both sets of estimates in nominal dollars.

Figure 1
Comparison of KPMG Barents1Revenue Estimates
with Department of Revenue's Estimates
198 199 2000 201 3002 200

fcKPMG Baiafttf tillmflic nDepwiment of Ktvtnm CBlmme

Appendix Table A-1 shows in detail how we prepared the estimates and the methodology
Is provided In tho Technical Appendix.

Local Tax Effects

The proposed $1 tax increase will impair the revenue collection efforts of Alaska's three
largest municipal governments: Anchorage, Fairbanks, and Juneau.

Table 2 shows the local tax effects, The annual decline in collections ranges between Sl
and 52 million with about 87 percent of the impact occurring in Anchorage, Over the six
year period, Anchorage collections will decline by atotal of $10 million, Fairbanks will
lose Just over $1 million, and Juneau will lose S287,000. Collections for those three
municipal governments will decline by atotal of $11.5 million over the six year period.
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Table 2

Estimated Impact of SI Stats Cigarette Tax Increase
on Local Tax Collections

FY1998 : FY.1999. ZF’\ZOOO- FY2001. ' -8-\/2002r; FV20Q3' Total

~thousands
Anchorage -1,180 -1,386 -1,594 * -2,018 -2,030  -10,013
Fairbanks -145 -170 -196 -222 *249 -250 -1,233
Juneau -34 -40 -4% -52 -58 -58 -287
Total Local
Taxes -1,359 -1,597 -1,836 -2,079 -2,324 2538 -11,523

Military Sales and Bootlegging

The proposed tax increase would make the combined State plus federal cigarette tax far
higher in Alaska than in any other state.10 Assuming a retail price of $2 per pack in
Alaska, this amounts to a 50 percent increase in the price of cigarettes.l1 Consequently,
consumers of olgaretlcs sold in Alaska would have an incentive to reduce their
consumption of taxable cigarettes. Some people would do this by smoking less; others
would seek nontaxable or lower-priced sources of cigarettes. There are four ways by
which lower priced cigarettes may be attained: cross-border purchases, purchases on
Indian reservations, purchases on military Installations, and retail organized smuggling.
Although Alaska has a long border with Canada, two of its nuyor citiae (Anchorage and
Fairbanks) are not in dose proximity to it. Moreover, cigarette taxes In the two bordering
jurisdictions (Yukon Territory and British Columbia) would remain higher than in
Alaska, even with the proposed tax change. Consequently, there would be little incentive
for cross-border retail purchases. Similarly, there is only one Indian reservation in
Alaska (tribal land on Annette Island) where State and federal cigarette taxes are not
levied, Thisjurisdiction is relatively small and isolated, and we would not expect it to ba
a medor source of bootlegged cigarettes.

Legal and illegal (bootlegged) sales involving military installations could become an even
larger source of cigarettes in tiro State if the proposed S1 per package lax increase Is
enacted. Cigarette purchases at military commissaries and exchanges are exempt irom
federal and state taxes. Currant and retired military personnel tand their relatives enjoy
tax-free privileges. The prices of cigarettes at military bases Me, therefore, much lower,

BWshingtoncurrently hul the gt Vit dearg-hait«t mtt at 825 ctnu perpack.
See The Tobaeee "intitule, 1995, p. 199 for the averigt retail price o(cic»rettej in Aleeka.

&LC.EIUKV yftOll 202 720 Ch«« 0113*
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Figure 2

Tax-Exempt Cigarette Salas in CnlHbntlir, 1972-1995**

flMti yeor
«Actual tax exenpt still »  19%2trend 1

In 1989, California more than tripled its cigarette tax from 10 cents to 35 cents par pack,
which was the first increase in the State cigarette tax in 22 years. Cigarette sales on
military bases in the State jumped 18 percent that year.17 Thia increase can be clearly
seen in Figure 2. Also notable in Figure 2 is the deviation of actual tax-exempt cigirette
sales from the pre-1989 trend. Hod. the excise tax on cigarettes not been inoreased In
California, it is likely that tax-exempt cigarette sales would have continued tc fall, as

shc-*vit by the trend line,

Evan more dramatic was the surge in sales on the two mt\jor bases in Michigan following
the tripling of Michigan's cigarette tax rate from 25 cents per pack to 75 cents on May 1,
1994. Comparing the period October through April following the tax increase to the
same seven-month period immediately before the tax increase, tax-exempt unit sales
surged 53 percent on these two bases (Sclfridgo and K. I. Sawyer),

* Source: Annual Report of the Excise Taxer Division of (he California BtaU Board of Equalisation.
“Table 30-B * Cigarette Distribution* and Per Capita Consumption 1959-50 and 1994-95," 1996.

I7 See California Department of Revenue, Table 30B. Tax-exempt sales increased from 78 million packi to
92 million pack* from 1989 to 1990. This wns very unusual, since tax-exempt sale* had declined each year
since 1972.

0t.29.19pe 01136
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and the 345 percent proposed *ax increase can be expected to increase the propensity for
Alaska residents to purchase their cigarettes through alternative non-taxed means. The
pricing policy covering cigarettes sold at military commissaries was changed in
November 1996 to be generally consistent with prices charged at military exchanges. No
data are yet available Indicating the impoct of this change in sales of cigarettes at military
bases in Alaska.

Although jale» to nonfamily civilians ore illegal, military personnel might sell bootleg
cigarettes to civilians off-base. Indeed, bootlegging appears to be widespread in Alaska
and elsewhere. In 1996, approximately 4.7 million cigarette packs were sold on military
baser in Alaska.12 During the same year, taxable unit sales at civilian outlets were 52,7
million packs.13 Thus, military sales are approximately 9 percent of taxable sales.3

The cities of Anchorage and Fairbanks are likely to be more affected by bootlegging than
the State as a whole given their proximity to military bases. Anchorage has three military
bases within a ten mile radius, and Fairbanks has two military bases within a 30 mile
radius..5

Although it is not possible to estimate exactly the current level of thli illegal activity nor
to estimate exactly the increase in bootlegging that would ociur as a result of this tax
increase, experience in other states indicate* that cigarette sa>* on military bases surge
after large increases in cigarette excise taxes.

Source: Induitrywlde Damon Sales. Marketing and Management Informatlon Inc.
N Souro*: AlMka Department of Rcvonue.
MThose figures r'gnificently lower then those provided in our previous report. Wo now understand the
data provided to us that were used In the earlier report were in ercor and should b0 disregarded.
]Sggé)urce: Evingor, William R., ed. Directory of U.S. Military Dates Worldwide, Phoenix: Oryx Preu,
1
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those with Jow incomes will pay a higher percentage of their income on taxes than those
with higher incomes. A progressive tax regime has tho opposite cffeot; high Itioome
gCOUS piy a larger percentage of tliclr incomes in taxes than do lower income groups.

Consider an Alaska resident who smokes one pack of cigarettes per day. That smoker
currently pays S105.85 in excise taxes per year . Under the proposed tax increase, that
smoker will pay $470.85 in excise taxes per year — an increase of $365. This increases
will affect those with lower incomes disproportionately. Figure 3 represents this
graphically. Clearly, as income increases, the percentage of income spent on the* exoiie
taxes approaches zero. The average real personal income in Alaska is $24,6502L Thus,
on average, the excise tax of $470.85 per year represents almost 2 percent of average

personal income.

10365 days x $0.29 oun«nttaxei™ S105.85.
JI S15.1 billion Of total real Fer»on*l income divided by total population of 612,600 from the WEFA

Group, RegionalForacast Fall J9PS, p. 11, 12

01.29.1988 01159
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Bootlegging, of course, is not limited to military installations, In the face of cigarette

taxes that grew to roughly five times those in the United States, cigarettes smuggled into
Canada soared from 1986 to 1994, In one report in. 1993, it was estimated that 50 percent
of the cigarette volume in the province of Quebec was smuggled.1l

Due to its clandestine ne.ture, it is extremely difficult to manure the responsiveness of
illicit trade to a large percentage increase In a State’s cigarette tax rate, Nonetheless,
there is strong evidence that a 50 percent increase in cigarette prices in Alaska would
drive more sales underground, and that the most likely channel for theso transactions
would Involve bootlegging from military installations. 1f this occurs, it is likely that the
elasticity assumptions used in Table 1 (-0.619 short run; *1.033 long run) would be too
small, Increasing lhese elasticities would further reduce the expected net increases in tax
revenue from the proposed Sl per pack tax.

Increased Indian Bootlegging Sales

In November of 1996, the United States Court of Appeals for the Ninth Circuit ruled that
the Native Village of Venetie Tribal Government occupies "Indian country,,,!9 This
designation entitles the Native Village of Venetio to tho some rights and privileges as
other Indian reservations. Currently, no Federal or State excise taxes are levied on Indian
reservations, While tire implications for other native villages governed undor the Alaska
Native Claims Settlement Act arc unclear and would have to be determined on a case by
case basis, this case sets a clear precedent, Clearly, the more locations in which tax-free
cigarette? are available, the greater the potential for bootlegging. To tho extent that more
Alaska Native Villagos are ruled to occupy Indian country, the opportunity for increased
bootlegging may increase dramatically.

The Regressive Nature of Excise Taxes

In addition to not raising the desired revenues, tobacco excise taxes arc regressive in
nature. The burden of the Governor's proposed $1 tax Increase will fall
disproportionately on 1hosc least able to pay it

One way to measure tho regraaslvity of a tax system is to iook at the relative tax paid by
each income group. The burdrn of a regressive tax will fall more heavily on those with
lower Incomes than on those with higher incomes. That is, under a regressive tax regime,

A See Wall Street Journal, DicemboOr 8. 1993, and L|HQU|St, Avey, Macdonald, and BaskerWlle, J9P4,

‘s State of Al«ka ex rel Yukon Plat* School District, Unalakleet/Noeser Construction JV, Unalakloet
Native Corporation, Neeier Cenrtmoilon Company, and Qarald Neoser v. Natlva Village of Venotle Tribal
Government a/k/a The Native Village of Venetie, The Venetie Tex Court, Hit Vcnetls Tax CommuUilon,
Gideon James. Lawrence Robetu, Larry Williams, Ernest Erlok, Lincoln Trlrt. John Tttus and David Case
101 P.3d 1286
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Ague3

Percentage of Income Spent on
Cigarette Excise Taxes by « I*Pack per Day Smoker
Following the Proposed SI Tax Increaso

Income

Price Impact on Non-Smokers

While tho State’s estimates of the revenue that could be raised by the $1 per pack tax
Increase are overstated, the revenue that is raised will have distorting affects on the rest of
the State’s economy. These effects will cause relative prices to shift In ways that increase
the cost of some items and reduce the cost of others. That is, both smokers and non-

smokers will be affected by the proposed cigarette tax increase.

If, for example, the demand for cigarettes falls significantly, smokers will use the money
no longer spent on cigarettes to buy other gocds and services. As the demand for these
Items Inoreases, their prices will naturally be bid up. In this case, we would also expect
the relative price of cigarettes (before tax) to fall. On the other hand, If smokers spend
more money on cigarettes, because of the higher after-tax price, they will have less
money to spend on other goods and services, which may cause their prices to fall. While
the measurement of the magnitude, and even the net direction, of those effects is outside
the scope of this report, it Is important to understand the basic conclusion that the State
tax increase will affect more residents than just those who choose to smoke.

14
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4. CONCLUSION

This report shows that tho Department of Revenue overstates the revenue potential of the
proposed SI per package Increase in th* Stato oigorctto tax. Tills is because the
Deportment of Revenue assumes an unxealistlcally low demand elasticity for cigarettes,
Th* Dopartm*nt of Roveuuo also does not take into accpunt the tendency for demand
elasticities to increase over time. Elasticities are likely to be relatively large (larger than
we assume in this report) due to the high accessibility of military bases to the civilian

population in Alaska.

Wo find that the Department of Revenue overstates potential tax revenues from the
proposed tax increase by $5 million (16 percent) in FY 1998, and that this overestimate
grows to $16 million (63 percent) by FY 2003. Consequently, the proposed tax inorease
would raise laes revenue than is estimated by the Department of Revenue. The proposed
tax is alto likely to increase the illicit trade in cigarettes. By decreasing taxable unit sales
in Alaska, the proposal will adversely affect the tax bases of local jurisdictions
(Anchorage, Fairbanks, and Juneau) that tax clgaratte wiles. Over the Six year period,
those local taxes will decline by approximately $12 million. This tax Increase will also
particularly har. t those with lower incomes, Because of the regressive nature of tobacco
taxes, the proposed increase will adversely effect those State residents least able to afford
It Finally, as smokers change their consumption patterns, relative prices of other goods
and services will change with resulting impctcto, oithcr positive or negative, on
nonamoker*.

O0l.2v.J980 OtHO
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TECHNICAL APPENDIX

In order to estimate the change in lax revenue caused by an increase in excise taxes, it is
necessary to understand how that increase in excise taxes will affect consumer behavior.
Excise tuxes are typically shifted forward to the consumer in the form of » price increase,
and consumers will react to that increase in price according to their price elasticity of
demand for that product. The concept of price elasticity of demand is central to this

analysis.

Jn addition to discussing elasticity of demand, this appendix also discusses the scenarios
considered in arriving at the KPMO Barents revenue estimate, the constant and current
dollar estimates* a summary of elasticities of demand from various journals, and provides

more detailed information on the military bases in Alaska.

1. Elasticity of Demand (E*)

The elasticity of demand (E*) it defined as tlic percentage change in quantity demanded
caused by a one-pcrcent change in the consumer price of a commodity. For example, if a
one-percent change in the price ofa package of cigarettes causes n 0.8 percent decline In
the quantity of cigarettes demanded, then the elasticity of demand for cigarettes is *0.8.

By definition
AQ - Ed[(P+AP)/P - 11Q
or

Edc Pfi[Eflntogg-gfi<iRP in P m rift
Percentage Change in Prica

The Department of Revenue assumes that the Si increase in State excise taxes would
result in an 18.5 percent decline in cigarette consumption. In order to be used in the
KPMG Barents model, the percentage decline had to be converted into an effeotive price

elasticity. The price elasticity for the Department of Revenue was calculated so as to be
able to duplicam their revenue estimates.

The estimated price of a pack of cigarettes for FY 1997 Is $2.14 and for FY 1998 is
$3.14. The Department of Revenue assume cigarette sales of 52.7 million'in FY 1997
and sales of 42.9 In FY 1998, Dividing the percentage change in quantity by the
percemago change in price results In an effective price elaiticlty o f-0.4.”

* Uiinft the real (l.e., Inflation adjusted) prices "Hﬂj of nominal prices results |n w effective price
elasticity 0f-0.437.

b
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liutead of using only the prioe elasticity of demand u$ed by the Department of Revenue,
KPMG Barents uses more appropriate elasticities of demand for both the long-run adte
short-run. The elasticities chosen are based on elasticities reported in studies of cigarette
demand in professional, peer reviewed journals.

2. Scenarios of Appendix Table A-1

Scenario (1j, the KPMG Barents estimate, shows the transition from the short run to the
long run, after price changes caused by inflation have been removed and changing
consumer preferences are recognised. We assume that the transition from the short run to
the long run occurs over five years, so that by FY 2002 the revenue impact is identical to
that in long-run Scenario (2c). Similarly, the initial revenue impact in FY 1998 in the
KPMG Barents estimates is assumed to equal the FY 1998 revenue value for short-run

Scenario (3c).

Scenarios (2b). (2b), and (2c) derive the long-run net new revenues generated from a $1
per pack increase in the State cigarette tax. For each year, we assume that the long-run
demand elasticity of -1.033 applies to the change in cigarette prices. Scenario (2a) shows
the long-run revenue impact of the SI proposed tax Increase. (2b) shows the tax revenue
impact Of changes in demand without the tax increase. Scenarios (3a), (3b), and (30)
perform the same analysis using a short-run demand elasticity of-0.619.

Scenarios (4a) through (40) represent models similar to those used by the Department of
Revenue and use a prico elasticity of -0.4. The overestimates cauiad by tho Department
of Revenue's misspecifications are found by subtracting the KPMG Barents estimate
(Scenario 1) from Department of Revenue Scenario (4¢c). The amount of overestimation
ia also indicated in the table os Scenario (5).

5. Appendix Table A-2

Appendix Table A-2 is a summary of cigarette price elasticities dating from 1933 to the
present, The studies reflect a variety of methodologies, but all are studies of the demand
for cigarettes. KPMG Barents chose to use averages ofthose elasticities cited in the peer
reviewed journal articles for this study.

6. Appendix Table A-3

Appendix Table A-3 is a summary* of information from the Directory of U.S.
Bases Worldwide edited by William R. Evinger in 1995, It clearly illustrates the
proximity of many Alasknn military bases to the large population centers,
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Scenario* (cig. tax renr.; mil.):

1. KPMG Barents'estimate
Assumed short-run to loag-mn elasticity phase-in rate

2a. J1 state tax increase; E=-1.033
2b. No sate tax increase; £“-1.033

2c. 4laninos3lb (netting out Long-run price effects)

3a. 51 state tax incrcase; E—.619
3b. Mo state tax increase; E«-.619

3c. #2a minusi?2b (netting out short-run price effects)

*a. Sl stale tax incrcase; E=-.4
4b. No stale tax increase; E--.4
4c. Slate of Alaska's revenue impact estimate:

5. Overestimate (compared to baseline, #1):

Percentage overestimate:

1998

31.39
0

35.J7

15.02

20.09

4<L52
15.13

31.39

51.81
15.28
3653

534

16%

1999

31.94
25%

38,05

15.13

7732

50.14
15.19

34.95

55.39
15.28

40.11
8.17

26%

2000

29.31
50%

38.56

15.23

23.33

50.54

15.25

35.29

55.39

15.28

40.11

10.80

37%

2001

26.72
75%

39.07
15.33

23.75

50.94
15.3!

35.54

55.39

15.28

40.;1

13.39

50%

2002

24.17
100%

39.60

15.43

24.17

51.36

15.37

35.99

55.39

15.28

40.11

15.94

66%

2003

24.60
100%

40.13

15.583

24.60

51.77

J5.43

36.34

55.39

15.28

40.1!

15.51

63%
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APPSHDIXTABU? A-2

SUMMARY OF STOPDBS OF CICARgITS PRICKSLASTIieiTEES OF OKS1AHD

Author

Scfaoeobcrg

Stene

U.S. Treasnry D ept
Rockwell

Temnaui

Federal Reserve Banko f JUdanond

Maier

Sackrin

Kcexrtsoyamris

Vanon,ct al

Year

1933

1945

1948
1948
1950

1952
1955

1962
7963

1967

Type ofanalysts

Tiine-scries

Orrfmary least squares

Timc-scaes

Onfiany least spates

Tune-series

Time-series

Time-series

Ordinary least squares

Hme-serira

Cross-section

Each year estimated separately

Time-series
Tkne-scries

Aggregate tobacco coTtsucnplSon interaationaf
rcscltr
Time-series

19 equation econometric model ofthe tobacco

industry

Tnne Period

1923-1931

1929-1941

1929-1943

1927-1941

1913-1945.

1.929-1948
1947-1951

1926-195*
1950-1959

1949-1966

Price Elasticity
-025 and-0.68

-039

-0.01

-0.03

inelastic

-0.66
-031 to-1.48

-03 *0-0.4
-0.036 t0-0.951

-0.43

O oo, O & K

= 709 T ol
02:9T

a

71799692206~

(S=a|

L6.VT



Agficr
and Tfljfar

MiQcr
Laugirtsin and Lyon

Mann

Eamitton

Schroaieneee

Schnabel

Sutton
Warner

Ippolfio, Dennis and Saat

Lrwit and Ccate

rujji

Year

1970

1970
1971

1971
1972

1972

1972

1974

1977

1979

1980

19SC

Type ofanalysis
Cross-section:
Three-pass leastspares
Time-series

pooled

flayesiac regression
Trne-scrics
Cross-sectioa

Ordinary least squares
Thne-series

Ordmany least squares
Time-series

Ordinary least sqvanes
Time-series
Time-series
Time-series
Cocbranc-OicuSt procedure
Cross-scctioc

Otdioary least squares
Time-scrics

Ridge regression

20

Time Period

1964-1967

1949-1968
1950-1968

1949-1969
1954-1965

1947-1967

1949-1963

1950-1972

1947-1970

1925-1925

1976

1929-1973

Price Elasticity

-0.54

41.89
-0.81

-0.84
-0.51

-032 (short-run)
-1.1 {loag-run)
-0.85

-0.45

-0.511
-0.81

-0.48

50

8354308

n

it



Arthur
Schneider, Klein and Maiphy

may

Sorancrand Alston
Sullivan

Ballagi andLevin
Porter

Baltagi and God
Kao ar.d Treanblay
Russo

Oalonpka

Year ¢

1K
193

194

19%

1986

196

1987

=

Tjpe tifanatysts
Tinrse-serics

Tune-scries

Ridge regression
TIme-scsics

(Genoa, (zed least souares
Panel

Generalized least souares
Pardl
Hausmim-Tay?<jrestintion
Time-series

Two stage least souares
Time-series
Quasi-experimental method
Time-series

Two stage least squares
Cross-section

Tofcit maximum likelihood
Tkoo-serics
Two stage (east Souares

TimePeriod  Price Elaticity

1930:1978
19231973

19461953

1955982

1963-1980

1947-1982

19561983

19531980

1990

19761980

-12
0.33l0-0J4

029

066

3215
-0.05t0-029
011400917
-050tc-10

-0.57

01370027

3IHD

01,S9x7988
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Author

iVassenzoaa et

Keeler, Ho and Barrett

BecJocr, Grossman, and Murphy

Frarikc

Reekie

Townsend, Roderick, and Cooper

Saha, Bearc' EVclwod, and F.esster

Year

1991

1991

1994

1994

1994

1994

1995

Type ofanalysis

Tini&aeries

Generalized liner modeS

Tnnc-snries

Foil information maximum likeHhocd with
tnstmrDcntai variables

Tirac-serieso fstale Cross-sccticcs

Two-stage least sqpares

Time-series

Logarithmic ordinary leastsquares a*d two stage
least squares

Time-series

Logarithmicand linear ordinary least squares
7nne«ries

MsTtiple rcsrussioo analyse

Time-series fix Cmss-section of states

Nonlinear least squares estimation

Time Period

1975-1985

Jan. 1980-Jan.

1990

1955-1985

1961-1990

1970-1989

1972-1990

1950-1986

Price Efcastkity
-0.2X3 to 0.059

-035 (pretax)
-0.65 (posttax)

* -D.734 to -0.788
(Long-Run)
-0355 to -0.436
(Short-Run)
-0368 to-0347

-0.877

-3.5 (men)

-0.6 (vrtunen)
-1.30



0ol Ox

¥88

o ©.

AsJhor
‘IremE>lay and Ticznhby

Year

1995

Type cfanaijrsis
TLne-series
Two ifcge feast squares and “weighted two stage least

squares

Tinse Period

1955-1990

SNXx

Price Elasticity
-0.404 t0-0.429
-0.706 to -a 745(1990)



p&xae Base
A Ak Naval AirScum

Adak Naval Security Group Activity
pw TwinrfAir F«r* Rto
| KcSs AirNational Gtosd Base

Earecksoc Air Poo* Base

Ecelsoa Air Faroe Base

* Fort Grtefjr

01=32.3988 (H<3

Fait Rtdtvdsoa
Fort Waintwigbt

17th Coast Gtmd District Headquarters
Ketchia c Coast Guard BasdGnap

Kiog Satooa Airport

Kodiak Coast Guard Support Center
Tatalirs Air Fares Station

Total

APPENDIX TABLE A-3

ACTIVE MILITARY BASES IN ALASKA

LacofcM ActiveB atf Psn&vittl
On Atfak Isbod m AndreanofEsteadsoCAleutian 650
Chain; apprtniasOeJy 1220 mBes Croat Anchorage.
OsAddtUulbAaditaaefldKnk, 600
jyproxawldy 1200air nritcs Soodi West of

Anchorage.

: North side of Anchofage city limits. Ifi0Q
At Anchorage IAP offRaspberry Road, 1,200
approximately 5 miles fiwn devmtoavn.

Remote Air Force Base, 1300 raiks SouOi Westof 350
Anchontge at weaenuacst tip o fthe Aleutian

Islands.

26 miles South East o fEabtwoftsan Raifcsskon 2.7%6 !
Highway.

105 sRes Soath o TRshanks oa RichaRkcai 500
Hgtanjr.

AppnmaatdyS odes NorthofAltcteageon 4,400
Glenn Highway.

Apptrsiaate”y0.25 aailes from Downtown 5,000
Fanhools

hi Federal Building is downtown Jwaeaa 233
In Sooth East Alaska, 1mile Sooth of Xetridkaaon 250
ReviHagigedo Island; not accessible by root.

727 milesjust West of Aleutian mage 290
approximately 280 miles Sooth West uf

Anchorage; 0 3 tmka (ran Towao f King Salmon.

Net ArcrsriMr by graend transportation.
North East comer ofKodiak Island, 7toiicsSoott> 1,100

« fKodiak.

Approximate” 230 airmDes North West of
Anchorage; 150 miles Westof Mt McKinley.
24,559

Note Anchorage Naval Reserve Center with no reported penonneHtas been excluded from this otic,

Socrce: Eviager, Williem R., ed. Directory of U.S. Military Bases Wgjdhgdc, Phoenix: Otyx Press, 1995.

24

Dependents CMé&sh Peesotmd j

2Kt

450

13,000

4.439

300
5,600

6,700

uoo

32,1%9

230 |
25
2400
245

25

1,498

100
1*570
1,150

36
25,

17

-y =

10

7,393
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AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB I(HES)

Page 4, following line 13:

Insert a new bill section to read:

"* Sec. 9. FLOOR STOCK TAXES, (a) There is imposed on every person engaged in
business in this state as a distributor of cigarettes a floor stock tax. The floor stock tax is
imposed once on the cigarettes that are in the person’s possession or under the person’s
control at 12:01 a.m. on the date that is the effective date of this section. The tax is imposed
at the rate required under AS 43.50.090(a), as amended by sec. 1 of this Act, less any tax
paid or owed on the same product under AS 43.50.010 - 43.50.190 at the rate in effect on
the date before the effective date of this section.

(b) There is imposed on every person engaged in business in this state as a distributor
of tobacco products other than cigarettes a floor stock tax. The floor stock tax is imposed
once on those tobacco products that are in the person’s possession or under the person’s
control at 12:01 a.m. on the effective date of this section. The tax is imposed at the rate
required under AS 43.50.300, as amended by sec. 6 of this Act, less any tax paid or owed
on the same product under AS 43.50.300 - 43.50.390 at the rate in effect on the date before
the effective date of this section.

(c) The provisions of AS 43.05 and AS 43.10apply to theadministration,
enforcement, and collection of the floor stock tax levied by this section.

(d) The Department of Revenue shall adoptregulationsas necessary to implement
this section.

(e) In this section,
(1) the definitions of AS 43.50.170 apply to (a) of this section; and

(2) the definitions of AS 43.50.390 apply to (b) of this section.”

Renumber the following bill sections accordingly.

1



Page 4, line 24:
Delete "sec. 9"

Insert "sec. 10"

Page 4, line 30:
Delete "and T

Insert "7, and 9"

Page 4, line 31:
Delete "sec. 9"

Insert "sec. 10"

0-LSOOO1\B. 1
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AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB I(HES)

Page 1, line 8, following "deducting":

Insen "thfee-tenths oF’

Page 2, line 10, following "deducting":

Insert "three-tenths of’

Page 4, following line 12:
Insert a new bill section to read:
"* Sec. 8. AS 43.50.330(b) is amended to read:
(b) The licensee shall remit with the return the tax due under AS 43.50.300
for the month covered by the return, after deducting-wree-tenths of one percent of

the tax due, which the licensee shall retain to cover the expense of accounting and

Filing the return.”

Renumber the following bill sections accordingly.

Page 4, line 14
Delete "and 8"

Insert "and 9"

Page 4, line 24:
Delete "sec. 9"

Insert "sec. 10"

Page 4, line 30:

<r~
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Delete "and 7"

Insert "7, and 8"

Page 4, line 31:
Delete "and 8"
Insert "and 9"
Delete "sec. 9"

Insert "sec. 10"

Q-LSOOONB.3
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AMENDMENT
B1 £*> ~TW c¢.a.J'S
OFFERED IN THE HOUSE
TO: CSHB I(HES)

Page 1, line 4, through page 3, iine 11:
Delete all material and insert:
"* Section 1. AS 43.50.090(a) is amended to read:
() There is levied an excise tax of 38 [TWO AND ONE-HALF] mills on

each cigarette imported or acquired in the state. Each licensee shall, at the time of
filing the return required by AS 43.50.080, pay to the department the excise for the
calendar month covered by the return, deducting one per cent of the total tax due,
which the licensee shall retain to cover the expense of accounting and filing returns.
Cigarettes upon which the excise is imposed are not again subject to the excise when
acquired by another person.

* Sec. 2. AS 43.50.090(a) is amended to read:

(a) There is levied an excise tax of two and one-half [38] mills on each
cigarette imported or acquired in the stale. Each licensee shall, at the time of filing
the return required by AS 43.50.080, pay to the department the excise for the calendar
month covered by the return, deducting one per cent of the total tax due, which the
licensee shall retain to cover the expense of accounting and filing returns. Cigarettes
upon which the excise is imposed are not again subject to the excise when acquired
by another person.

* Sec. 3. AS 43.50.190(a) is amended to read:

(@) There is levied an excise tax of 47 1/2 [12] mills on each cigarette

imported or acquired in this state.”

Renumber the following bill sections accordingly.

Page 3, line 22, through page 4, line 22:
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Delete all material and insert:
"* Sec. 5. CONDmMONAL EFFECT OF SECTIONS 2 AND 3. Sections 2 and 3 of this
Act take effect only if
(1) a court enters a final judgment that the amenument made to
AS 43.50.090(a) by sec. 1 of this Act changing the rate of taxation on cigarettes
violates the prohibition set out in art. EX sec. 7, Constitution of the State of Alaska,
against dedication of the proceeds of a state tax or license; and
(2) either the time for appeal of that judgment expires or, if an appeal
is taken, the court enters a final order on appeal that AS 43.50.090(a), as amended by

sec. 1 of this Act, violates art. EX sec. 7, Consitution of the State of Alaska."

Renumber the following bill sections accordingly.

Page 4, line 24:
Delete "and 4"
Insert "and 3"
Delete "sec. 9"

Insert "sec. 5"

Page 4, line 25:
Delete "and 4"

Insert "and 3"

Page 4, line 29:
Delete "sec. 4"

Insert "sec. 3"
Page 4, line 30:
Delete "1, 3, 6, and 7"

Insert "1 and 4"

Page 4, line 31:
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Delete "secs. 2,

4.5, and 8"

Insert "secs. 2 and 3"

Delete "sec. 9"

Insert "sec. 5"

0-LSO001\B.6
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AMENDMENT

OFFERED IN THE HOUSE Ke:;pres
TO: CSHB I(HES)

Page *, following line 12
Insert a new bill section to read:
"* Sec. 8. AS 43.50.390(4) is amended to read:
(4) "tobacco product™ means

(A) a cigar;

(B) a cheroot;

(C) a stogie;

(D) a perique;

(E) snuff and snuff flour;

(F) smoking tobacco, including granulated, plug-cut, crimp-cut,
ready-rubbed, and any form of tobacco suitable for smoking in a pipe or
cigarette;

(G) chewing tobacco, including cavendish, twist, plug, scrap,
and tobacco suitable for chewing; or

(H) an article or product made of tobacco or a tobacco
substitute, but not including a cigarette as defined in AS 43.50.170 or nicotine

trnnsdermal systems and nicotine resincomplexes:”
Renumber the following bill sections accordingly.
Page 4, line 14:
Delete "and 8"

Insert "and 9"

Page 4, line 24:
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Delete "sec. 9"

Insert "sec. 10"

Page 4, line 30:
Delete "and 7"

Insert "7, and 8"

Page 4, line 31:
Delete "and 8"
Insert "and 9"
Delete "sec. 9"

Insert "sec. 10"
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AMENDMENT A~

OFFERED IN THE HOUSE &Y |
TO: CSHB I(HES)

Page 1, line 4, through page 3, line 11:
Delete all material and insert:
"* Section 1. AS 43.50.090(a) is amended to rad:

(@) There is levied anexrnse tax of 52 12 [TWO AND ONE-HALF] mills on
each cigarette imported or acquired in the state. Each licensee shall, at the time of
filing ihe return required by AS 43.50.080, pay to the department the excise for the
calendar month covered by the return, deducting one per cent of the total tax due,
which the licensee shall retain to cover the expense of accounting and filing returns.
Cigarettes upon which the excise is imposed are not again subject to the excise when
acquired by another person.

* Sec. 2. AS 43.50.090(a) is amended to read:

(@) There islevied anexcise tax of two and one-half [52 1/2] mills on each
cigarette imported or acquired in the state. Each licensee shall, at the time of filing
the return required by AS 43.50.080, pay to the department the excise for the calendar
month covered by the return, deducting one per cent of the total tax due, which the
licensee shall retain to cover the expense of accounting and filing returns. Cigarettes
upon which the excise is imposed are not again subject to the excise when acquired
by another person.

* Sec. 3. AS 43.50.190(a) is amended to read:

(a) There islevied anexcise tax of 62 [12] mills on each cigarette imported

or acquired in this state."
Renumber the following bill sections accordingly.

Page 3, line 22, through page 4, line 22
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Delete all material and insert:
"* Sec. 5. COIViDmONAL EFFECT OF SECTIONS 2 AND 3. Sections 2 and 3 of this
Act take effect only if

(1) a court enters a final judgment that the amendment made to
AS 43.50.090(a) by sec. 1 of this Act changing the rate of taxation on cigarettes
violates the prohibition set out in art IX, sec. 7, Constitution of the State of Alaska,
against dedication of the proceeds of a state tax or license; and

(2) either the time for appeal of that judgment expires or, if an appeal
is taken, the court enters a final order on appeal that AS 43.50.090(a), as amended by

sec. 1 of this Act, violates art. IX, sec. 7, Consitution of the State of Alaska."”

Renumber the following bill sections accordingly.

Page 4, line 24:
Delete "and 4"
Insert "and 3"
Delete "sec. 9"

Insert "sec. 5"

Page 4, line 25:
Delete "and 4"

Insert "and 3"

Page 4, line 29:
Delete "sec. 4"

Insert "sec. 3"
Page 4, line 30:

Delete "1, 3, 6, and 7"

Insert "1 and 4"

Page 4, line 31:
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OFFERED IN THE HOUSE
TO: CSHB I(HES)

Page 1, line 13:
Delete "52 1/2 mills"

Insert "38 mills"

Page 1, line 14:
Delete "64 1/2 mills"

Insert "50 mills"

Page 2, line 1
Delete "76 1/2 mills"

Insert "62 mills"

Page 2, line 3:
Delete "76 1/2 mills"

Insert "62 mills"

Page 2, line 15:
Delete "52 1/2 MILLS"
Insert "38 MILLS"

Page 2, lines 16 - 17:
Delete "64 1/2 MILLS"

Insert "50 MILLS"

Page 2, lines 18 - 19:

AMENDMENT

0-LS0001VB.5
Chcnoweth
2/26/97
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17

Delete "76 1/2 MILLS"

Insert "62 MILLS"

Page 2, line 20:

Delete "76 1/2 MILLS"

Insert "62 MILLS"

Page 3, line 2:
Delete "62 mills"

Insert "47 1/2 mills"

Page 3, line 3:
Delete " 14 Mills"
Insert 99 1/2 mills"

Page 3, line 4:
Delete "806 Mills"
nsert 71 1/2 mills"

Page 3, line 5:
Delete "86 MIllS"

Insert "11 1/2 Irwls"

0-LSOOONB5



TONY KNOWLES, GOVERNOR

DEPARTMENT OI* REVENUE INCOMEAND EXCISE AUDIT

P. 0. BOX 110420
JUNEAU, AK 99811-0420
FAX. (907) 465-2375

February 26, 1997

The Honorable Gene Therriault

Alaska State Legislature

State Capital, Room 511

Juneau, Alaska 99801

Dear Chairman Therriault:

You have asked us to respond to the question “are nicotine gum or patches subject to the tobacco
products tax”? AS 43.50.390 (4) provides the definition of tobacco products. These particular

products do not meet the definitions listed. Current industry practice and the Department of
Revenue’s position is that nicotine gum and patches are not subject to the state’s tobacco tax.

Please let me know ifyou require additional information.

Sincerely

Robert N. Bartholomew
Assistant Director

97-117

04-05 LH
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CS FOR HOUSE BILL NO. IfHES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION
BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:  2/14/97
Referred:  Finance

Sponsors):  REPRESENTATIVES BUNDE, Ivan, Croft, Porter, Hudson

A BELL
FOR AN ACT ENTITLED

"An Act relating to taxes on cigarettes and tobacco products; and providing for

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.50.090(a) is amended to read:

(a) There is levied an excise tax [OF TWO AND ONE-HALF MILLS] on each
cigarette imported or acquired in the state. Each licensee shall, at the time of filing
the return required by AS 43.50.080, pay to the department the excise for the calendar
month covered by the return, deducting one percent of the total tax due, which the
licensee shall retain to cover the expense of accounting and filing returns. Cigarettes
upon which the excise is imposed are not again subject to the excise when acquired
by another person. The excise tax is levied at the following rates:

(1) on and after the effective date of this bill section and through

June 30, 2000 - 52 1/2 mills:
(2) after June 30. 2000, and through June 30, 2003 - 64 1/2 mills:

HBOOOIC -1- CSHB 1(HES)

New Text Underlined [DELETED TEXT BRACKETED]
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(3) after June 30, 2003. and through June 30. 2006 - 76 172 mills:
and

(4) after June 30, 2006 - 76 122 mills plus an additional 12 mills
during each succeeding three-vear period, the increase to he effective on the first
day or the succeeding three-vear period.

« SEC. 2. AS 43.50.090(a) is amended to read:
(a) There is levied an excise tax of two and one-half mills on each cigarette

imported or acquired in the state. Each licensee shall, at the time of filing the return
required by AS 43.50.080, pay to the department the excise for the calendar month
covered by the return, deducting one percent of the total tax due, which the licensee
shall retain to cover the expense of accounting and filing returns. Cigarettes upon
which the excise is imposed are not again subject to the excise when acquired by
another person. [THE EXCISE TAX IS LEVIED AT THE FOLLOWING RATES:

(1) ON AND AFTER THE EFFECTIVE DATE OF THIS BILL

SECTION AND THROUGH JUNE 30, 2000 - 52 1/2 MILLS;
(2) AFTER JUNE 30, 2000, AND THROUGH JUNE 30, 2003 - 64 1/2

MILLS;
(3) AFTER JUNE 30, 2003, AND THROUGH JUNE 30, 2006 - 76 1/2

MILLS; AND
(4) AFTER JUNE 30, 2006 - 76 1/2 MILLS PLUS AN ADDITIONAL
12 MILLS DURING EACH SUCCEEDING THREE-YEAR PERIOD, THE
INCREASE TO BE EFFECTIVE ON THE FIRST DAY OF THE SUCCEEDING
THREE-YEAR PERIOD.]
* Sec. 3. AS 43.50.090 is amended by adding a new subsection to read:

(d) At the time of a change in the amount of tax under (a) of this section, the
department shall give public notice of the change. The department shall also provide
notification of the change to all persons licensed under this chapter.

* SEC. 4. AS 43.50.190(a) is amended to read:
(@) On [THERE IS LEVIED AN EXCISE TAX OF 12 MILLS ON] each

cigarette imported or acquired in this state, there is levied an excise tax at the
following rates:

CSHB I(HES) 2- HBOOOIC
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(1) on and after the effective date of this bill section and through
Tune 30. 2000 - 62 mills:

() after June 30. 2000, and through .Tune 30. 2003 - 72 mills:

(3) after .Tune 30, 2003. and through .Tune 30. 2006 - 86 mills: and

(4) after June 30. 2006 - 86 mills plus an additional 12 mills during
each succeeding three-vear period, the increase to be effective on the first day of
the succeeding three-vear period.

* Sec. 5. As 43.J0.190 is amended by adding a new subsection to read:

(c) At the time of a change in the amount of tax under (a) of this section, the
department shall give public notice of the change. The department shall also provide
notification of the change to all persons licensed under this chapier.

* SEC. 6. AS 43.50.300 is amended to read:

Sec. 43.50.300. EXcise tax levied. An excise tax is levied on tobacco products

in the state at the rate of 100 [25] percent of the wholesale price of the tobacco

products. The tax is levied when a person

(1) brings, or causes to be brought, a tobacco product into the state

from outside the state for sale;

(2) makes, manufactures, or fabricates a tobacco product in the state

for sale in the state; or
(3) ships or transports a tobacco product to a retailer in the state for
sale by the retailer.
* SBC. 7. AS 43.50.300 is amended by adding new subsections to read:

(b) The amount in (a) of this section changes, as provided in (b) - (d) of this
section, according to and to the extent of changes in the Consumer Price Index for all
urban consumers for the Anchorage Metropolitan Area compiled by the Bureau of
Labor Statistics, United States Department of Labor. The index for January of 1998
is the reference base index.

(c) The amount changes on July 1 of each even-numbered year in an amount
equal to the percentage of change, calculated to the nearest whole percentage point,
between the index for January of that year and the most recent index used to change

the amount in (a) of this section. However, the amount does not change if the amount

HBOOOIC 3 CSHB i(HES)
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required by (b) - (d) of this section is that currently in effect as a result of earlier
application of (b) - (d) of this section.

(d) If the index is revised, the percentage of change is calculated on the basis
of the revised index. If a revision of the index changes the reference base index, a
revised reference base index is determined by multiplying the reference base index
applicable by the rebasing factor furnished by the Bureau of Labor Statistics, United
States Department of Labor. If the index is superseded, the index referred to in (b) -
(d) of this section is the one represented by the Bureau of Labor Statistics as reflecting
most accurately changes in the purchasing power of the dollar for Alaska consumers.

(e) At the time of a change in the amount of the tax under this section, the
department shall promptly give public notice of the change. The department shall also
provide notification of a change to all persons licensed under this chapter.

* Sec. 8. AS 43.50.090(d), added by sec. 3 of this Act, is repealed.

* Sec. 9. CONDITIONAL EFFECT OF CERTAIN SECTIONS. Sections 2, 4, 5, and 8
of this Act take effect only if

(1) a court enters a final judgment that the amendment made to
AS 43.50.090(a) by sec. 1 of this Act changing the rate of taxation on cigarettes violates the
prohibition set out in art. IX, sec. 7, Constitution of the State of Alaska, against dedication of
the proceeds of a state tax or license; and

(2) either the time for appeal of thatjudgment expires or, if an appeal is taken,
the court enters a final order on appeal that AS 43.50.090(a), as amended by sec. 1 of this
Act, violates art. IX, sec. 7, Constitution of the State of Alaska.

* Sec. 10. CONDITIONAL RETROACTIVITY OF CERTAIN PROVISIONS. If secs. 2
and 4 of this Act take effect under sec. 9 of this Act, then the amendments to AS 43.50.090(a)
and 43.50.190(a) made by secs. 2 and 4 of this Act are retroactive to October 1, 1997, and
the revenue derived from the levy of mills per cigarette of the tax levied under
AS 43.50.090(a), as amended by sec. 1of this Act, for cigarettes sold after October 1, 1997,
that exceeds two and one-half mills shall be credited to the tax levied under AS 43.50.190(a),
as amended by sec. 4 of this Act.

* Sec. 11. Sections 1. 3, 6, and 7 of this Act take effect October 1, 1997.

* Sec. 12. Ifsecs. 2, 4, 5, and 8 of this Act take effect under sec. 9 of this Act, they take

CSHB I(HES) 4 HBOOOIC
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effect on the later of (1) the date a court enters a final judgment that the amendment made to
AS 43.50.090(a) by sec. 1of this Act changing the rate of taxation on cigarettes violates the
prohibition set out in art. 1X, sec. 7, Constitution of the State of Alaska, against dedication of
the proceeds of a state tax or license, and (2) the expiration of any time for appeal of that
judgment, or, if an appeal is .aken, upon entry of a final order on the appeal that
AS 43.50.090(a), as amended by sec. 1 of this Act, violates art. 1X, sec. 7, Constitution of the
State of Alaska. The attorney general shall promptly notify the lieutenant governor and the

revisor of statutes of a judgment described in this section.

HBOOOIC 5 CSHB I(HES)

Noew Toext U ndoe rilined [DELETED TEXT BRACKETED]



ftrasiita

National Coalition Against Crime
and Tobacco Contraband

Mark Smithy
Director

601 Pennsylvania Ave., NW ¢ Suite 900

Washington. DC 20004 (202) 434-8179

Ov--



C ontents

Issue A nalysis

Y outh Sm oking

N ews C lips



Issues Backgrounder

Raise Alaska’s Cigarette Tax?

ALREADY AT THE EDGE

Given the emergence of a major underground black market for cigarettes in both the U.S.
and Canada —and particularly in jurisdictions that raise taxes well above the average —
Alaskan officials should c-xefully consider the unintended consequences of raising the
current cigarette tax.<« N " r i

Current Cigarette Market —45% From Military Bases (No Taxes)

Alaska already is well on its way to becoming a tax-avoidance market. According to a
recent study by independent accounting firm Peat Marwick for the Alaska Cabaret,
Hotel, Restaurant and Retail Association, 45% of all cigarettes in Alaska are purchased
tax-free on military bases.w Even as deep discounts on cigarettes are ending at military
commissaries, many Alaskans will continue to save more than S6 a carton —simply by
buying tax-free cigarettes from military bases.w

W ith nearly half the market already consuming tax-free cigarettes, raising the cigarette
tax would only make the situation worse. Based on what has happened elsewhere when
cigarette taxes were raised, it is reasonable to consider that Alaska would suffer the
following consequences:

Unintended Consequences of a Tax Hike:

1. A significant shift of Alaska’s remaining 55% taxable share of the market to
the U.S. Military market -- significantly reducing state revenues over what would
normally be projected;?)

2. Creation ofa huge incentive for smugglers seeking illegal profits, with corrupting
influence on both consumers and the existing military markets as illegal distribution
schemes flourish; and an increase in street crime as cigarettes become more costly
due to the high tax;( and

3. An increase in youth smoking rates as illegal sources of tax-free cigarettes become
more readily available (as documented by Canada), as smugglers and suppliers of
illegally distributed cigarettes from Military bases do not ask for age identification.



The Tax-Free Military M arket

Military stores are tax-exempt, collecting no state taxes. With more than 56,000 military
personnel in Alaska, including retirees and dependents, the opportunity to buy cigarettes
tax free at the bases is great —and could become an even greater source for tax-free
cigarettes in the future.™ Although sales to non-family civilians are illegal, military
personnel can, and are, selling bootleg cigarettes to civilians off-base. A tax increase will

only make the situation worse.™

Key Factors:

* 50% of the entire civilian population is concentrated in Anchorage, Juneau and
Fairbanks and can easily travel to a military base.

* Alaska has 14 military installations

» More than 10% of the entire Alaskan population lives or works on a military
base: 24,559 active military personnel, 32,189 dependents and 7,393 civilian

employees.™

According to the studies, approximately 45% of all cigarettes consumed in Alaska are
obtained through a military base. This means that no Alaska state cigarette tax is paid
and no local cigarette taxes are paid. Meanwhile, just 55% of all cigarettes consumed in
Alaska are purchased at off-base retail stores.tio>



M ilitary Influence

One reason for the high cigarette sales volume at military
installations in Alaska is the relatively high ratio of military
personnel-to-resident population”

Alaska: 4.2%

military-to-rcsident
population ratio

USA: 0.5%

military-to-resident
population ratio

M ilitary Sales Soar W hen States Raise Cigarette Tax
W hen states increase the cigareU’ sales on military bases rise, often dramatically.

e California: 18% increase in military sales
« Michigan: 53% increase in military salesi™

When California raised its state cigarette tax 25 cents a pack in 1989, military cigarette
sales jumped 18% that year. When Michigan raised its cigarette tax 50 cents a pack, sales
on the two major military bases in the state surged 53%.

WARNING: “FLASHPOINT?”

For most of the state’s population, Alaska already exceeds the dangerous “flashpoint” at
which illegal smuggling is triggered. The U.S. Congress’ Advisory Commission on
Intergovernmental Relations first determined in 1977 that smuggling is caused by a wide
disparity in the price of cigarettes in various jurisdictions. A 1985 study by this group
concluded that a 23-cent difference (now 35 cents with inflation) between states creates
an opportunity for organized smuggling. For a carton of cigarettes, the “flashpoint” for
encouraging wide-spread cross border sales and outright smuggling is triggered when
consumers can save more than $3.50 a canon. Alaska already exceeds the flashpoint with
its abundance of tax-free military bases readily available to most citizens.



Alaska’s Tax Already
Far Exceeds “Flashpoint”

Locatfon + Retails’ Price + State 4 Local Taxes = Total Cost
Anchorage* $14.80 $2.90 + $2.70 $20.40
Fairbanks $14.80 S2.90 + $1.00 $18.70
Juneau $14.80 $2.90+ % .90 $18.60
Alaska-other $14.80 $2.90 $17.70

...in competition with...

Alaska $14.80 -0 $14.80
M ilitary**

TOTAL TAX AVOIDANCE: $5.60

State tax of 2.9 cents a pack, or $2.90 for a carton of 10 packs, plus the local tax in
Anchorage (27 cents a pack, or $2.70 a carton), Fairbanks (10 cents a pack, $1 a
carton) or Juneau (9 cents a pack, or 90 cents a carton).

Cigarette sales on Alaska Military bases account for about 45% of all cigarettes sold in
Alaska. Excise taxes are not collected on Military Bases, nor in Native American
smoke shops or duty-frei stores. Note that the $14.80 per carton includes the federal
cigarette tax of 24 cents a pack, or $2.40 for a carton.



Where Taxes Have Been Raised Elsewhere

Lessons Learned From Canada, Michigan, Washington

Alaskan elected officials might ask, "Where else have cigarette taxes been raised, ” and,
more importantly, “What was the experience there?"

There is no doubt that the elected officials who proposed major cigarette tax increases in
Michigan, Washington State and Canada meant well. Essentially, they wanted to raise
some additional revenue, and discourage behavior that they believed to be harmful.
Unfortunately, they are now living with the legacy of the unintended consequences of the

high tax:

Case Studies

e Michigan: cigarette taxes raised to 75 cents per pack -- store break-ins surge;
sales down 30 percent; Detroit Free Press declares smuggling epidemic. People don't quit
smoking; they simply turn to the underground market that is flourishing. Some
legislators begin calling for a tax rollback to end the flow of crime.(U)

e Washington State: cigarette taxes raised to 82.5 cents -- sales down 20 percent;
Indian sales way up; officials establish task force to stem flood of smuggled products;
many retailers and wholesalersfearfor thefuture oftheir businesses.<~

e Canada: high cigarette taxes lead to national crisis...Canada's Prime Minister
says: "Smuggling is threatening the safety of our communities and the livelihood of
law-abiding merchants. It is a threat to the veryfabric of Canadian society.” On Feb.
9, 1994, cigarette taxes were slashed and smuggling was effectively eliminated. With no
underground market to take stolen goods, smuggling-related store robberies and break-ins
almost ceased entirely.os)

More Than Lost Business & Revenue - More Crime

More than a two years r.fter increasing its cigarette taxes, Michigan is reeling from a
smuggling epidemic. In a major front page story, the Detroit Free Press describes the
situation this way: "Michigan's higher tobacco tax has spawned rampant cigarette
smuggling that's siphoned millions o ftax dollarsfrom the state treasury, while lighting
up huge profitsfor traffickers. "\w

Wi ith cigarette sales now down more than 30 percent in the state, and the underground
market now developed, thieves have a quick and profitable place to fence their stolen
cigarettes. Many retailers are reporting a record number of break-ins. According to the
Associated Press, those who suffer include not only retailers who lose revenues, but
local law-enforcement, which now has another major crime element to deal with.tm



Tempting Profits For Organized Crime

The current price difference between Alaska and its many military bases and ports of
entry make the state an appealing proposition for illegal cigarette traffickers.

e For asmuggler, that represents a potential profit of $200.000 or more forjust
one truck-container load. Just a regular van could bring a smuggler a quick
$20,000 profit.d*)

* Every tax-evaded cigarette obtained in Alaska from a military base means a
loss 0f 29-cents per pack to the state government in excise taxes, (plus a loss of
local cigarette taxes in Alaska’s major cities), a loss of 8 cents per pack in state
sales taxes, a loss in income taxes to the state from retailers and their
employees from the loss in legal sales, higher costs for crime prevention and
law enforcement, and a loss to Alaska as a whole as more and more people find
it acceptable to evade what they consider unfairly high taxes.

» California example: With a hard-to-control border with Mexico and a growth
of organized crime dealing with diverting cigarettes meant for export,
California’s illegal cigarette market now exceeds 20 percent -- or one of every
five cigarettes is being purchased illegal. California’s tax? Just 37 cents a
pack. But enough for the criminal element to get involved in the illegal
distribution of cigarettes.o?) W hat’s worse, smugglers don’t ask for age
identification. Kids now have greater access to cigarettes.

Notes

1. Sources: Cigarette tax evasion —August 1995 presentation to Federation of Tax Administrators,

2.

3.

tobacco tax conference, Chicago, by Robert L. Shepherd, deputy commissioner, Office of Tax
Enforcement, New York State Department of Taxation & Finance. Specific cigarette smuggling
studies: “Cigarette Smuggling in the United States,” a report on a three-month investigation, led by
former Rodney Stamler, former assistant commissioner of the Royal Canadian Mounted Police,
Lindquist Avev, Macdonald, Baskerville (Forensic Financial Investigators), August 1994,

Alaska cigarette tax study -- December 11, 1995, by Barents Group LLC of KPMG Peat Marvvick
LLP, Washington, D.C. for the Alaska Cabaret, Hotel, Restaurant and Retail Association. Military
data from military scanning audits -- 45 million packs. Tax-paid sales according to Alaska revenue
department data were 53.6 for a total of 98.6 million packs. Note that the military sales percentage
and total number of packs could be much higher because data scanning were not completed at
Elmendorf Air Force Base.

Alaska’s state cigarette tax is 29 cents a pack ($2.90 a carton). The Anchorage local cigarette tax is
27 cents a carton ($2,70 a carton). Fairbanks is 10 cents a pack ($1 a carton), Juneau is 9 cents a pack
(90 cents a carton). The state sales tax, calculated after all other taxes arc paid, is 4%. Consumers



who obtain cigarettes via Military Bases pay no state and local taxes. Savings range from $6.41
(Anchorage) to as low as $3.61 per carton.

Alaska cigarette tax study - December 11, 1995, by Barents Group LLC of KPMG Peat Marwick
LLP, Washington, D.C. for the Alaska Cabaret, Hotel, Restaurant and Retail Association.

The U.S. Congress’ Advisory Commission on Intergovernmental Relations first determined in 1977
that smuggling is caused by a wide disparity in the price of cigarettes in various jurisdictions. A 1985
study by this group concluded that a 23-cent difference (now 35 cents with inflation) between states
creates an opportunity for organized smuggling. For a carton of cigarettes, the “flashpoint” for
encouraging wide-spread cross border sales and outright smuggling is triggered when consumers can
save more than $3.50 a carton. Alaska already exceeds the flashpoint with its abundance of tax-free
military bases readily available to most citizens,

Despite new evidence, many anti-smoking advocates still maintain that raising tobacco taxes reduces
consumption of cigarettes - most notably, they believe, among young people. They base their case on
surveys by health institutions, academia and economists who consistently fail to include evidence about
the changing nature of the American marketplace, evidence which shows the extent to which consumers
are avoiding higher taxes. An analysis of new research conducted by both public and private
organizations since 1994 suggests that the practice of raising tobacco taxes leads to no overall
reduction in smoking -- and in fact actually increases youth access to tobacco products:

“The Survey on Smoking in Canada,"” conducted by Statistics Canada on behalfof Health
Canada (Canadian Federal Government), Tobacco Demand Reduction Strategy, 1994-1995;
Maclean’s news magazine, February 21, 1994, p. 16, coverage of Canada’s cigarette tax
rollback effort to reduce smuggling, interviews with Canadian Health Minister Diane Marleau;
“Cigarette Tax Evasion in New York State,” August 1995 presentation to Federation of Tax
Administrators, tobacco tax conference, Chicago, Robert L. Shepherd, deputy commissioner,
Office of Tax Enforcement, New York State Department of Taxation & Finance; “Cigarette
Smuggling in the United States.” a report on three-month investigation, Lindquist Avey
Macdonald Baskerville (Forensic Financial Investigators), August 1994; "Smuggling in the
State of Michigan,” Lindquist Avey Macdonald Baskerville (Forensic Financial Investigators),
October 1995; “Smuggling in Western United States,” Lindquist Avey Macdonald Baskerville
(Forensic Financial Investigators), October 1996.

Source: Evinger, William R., ed. Director of U.S. Military Bases Worldwide, Phoenix: Oryx Press,
1995.

Source: Alaska cigarette tax study —December 11, 1995, by Barents Group LLC of KPMG Peat
Marwick LLP, Washington, D.C. for the Alaska Cabaret, Hotel, Restaurant and Retail Association:
“Currently the 56,748 residents of Alaskan military bases purchase an average of 793 non-taxed packs
of cigarettes per year. This compares with only 96 taxable packs per year purchased from local
businesses by the States 556,000 non-military residents. Average per capita consumption in Alaska is
161 packs per year. This implies that residents of Alaskan military bases would be expected to smoke
a total of 9.1 million packs of cigarettes a year, and that the remaining 35.9 million packs were
purchased legally and, therefore, taxed, the State would raise an additional SIO.n million in tax
revenues each year at the current $0.29 rate. In addition to the $10.4 million of lost State revenue, the
municipal governments of Anchorage, Fairbanks, and Juneau arc also, in effect, losing revenue. With
the proposed tax increase, more cigarette purchases are likely to occur through bootlegging, causing the
State and local governments to lose even more revenues.
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11.

12.

13.

14.

15,

16.

17.

18.

19.

Source: Evinger, William R., cd. Director of U.S. Military Bases Worldwide, Phoenix: Oryx Press,
1995.

Alaska cigarette tax study —December 11, 1995, by Barents Group LLC of KPMG Peat Marwick
LLP, Washington, D.C. for the Alaska Cabaret, Hotel, Restaurant and Retail Association. Military
data from military scanning audits —45 million packs. Tax-paid sales according to Alaska revenue
department data were 53.6 for a total of 98.6 million packs. Note that the military sales percentage
and total number of packs could be much higher because data scanning were not completed at
Elmendorf Air Force Base.

Source: Statistical Abstract of the United States, 1992.
Source: California and Michigan revenue departments.
Detroit Free Press. Feb. 17, 1995.

“Cigarette Smuggling in Oregon,” a report on a three-month investigation, led by Rodney Stamler,
former assistant commissioner of the Royal Canadian Mounted Police, Lindquist Avey, Macdonald,
Baskerville (Forensic Financial Investigators), October 25, 1996 (includes investigation of Washington
State and California). Source for statements by retail community: Washington State Association of
Neighborhood Stores, public legislative hearings, November 1995.

Toronto Globe & Mail, Feb. 9, 1994, coverage of Canada’s cigarette tax rollback.
Detroit Free Press. Feb. 17, 1995.
Associated Press (Michigan), Dec. 12, 1994.

An 18-wheeled tractor-trailer-container can hold 765,000 packs of cigarettes. If purchased with no
state excise taxes on a military base, or through a legal Free Trade Zone, or legally at a tax-free Indian
smoke shop, or through any number of illegal tax-free means, the tax savings if sold in Alaska -- at the
current tax rate - would be $221,850 (765,000 packs X 29 cents tax per pack). After expenses, it is
reasonable to expect this operation would net a profit of at least $200,000 per truck load. A simple
van could clear $20,000

“Cigarette Smuggling in Oregon,” a report on a three-month investigation, led by Rodney Stamler,
former assistant commissioner of the Royal Canadian Mounted Police, Lindquist Avcv, Macdonald,
Baskerville (Forensic Financial Investigators), October 25, 1996 (includes investigation of Washington
State and California).
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New Research Sheds Light
On Tobacco Tax Issue

Despite new evidence, many anti-smoking advocates still maintain that raising tobacco taxes
reduces consumption of cigarettes -- most notably, they believe, among young people. They base
their case on surveys by health institutions, academia and economists who consistently fail to
include evidence about the changing nature of the American marketplace, evidence which shows
the extent to which consumers are avoiding higher taxes, id

An analysis of new research conducted by both public and private organizations since 1994
suggests that the practice of raising tobacco taxes leads to no overall reduction in smoking —and
in fact actually increases youth access to tobacco products, o

As policy makers discover the extent of the growing problem with contraband tobacco in America
—tax-evaded cigarettes brought into ajurisdiction in ways ranging from casual cross-border
excursions to sophisticated international organized crime rings -- the case for raising tobacco
taxes needs to be reconsidered. Especially in light of the outdated assumptions currently put forth
by anti-smoking advocates.

#1. Old Assumption: “Higher Tax Means Fewer Smokers”

“Higher excise taxes on cigarettes would significantly reduce the number of youth
who smoke."u> And, “Pricing policy is perhaps the single most important element of
an overall comprehensive strategy to reduce tobacco use, and particularly to reduce
tobacco use among children."-n

New Evidence'. Higher Tax Encourages Smuggling

With higher taxes, people don’t smoke less, they simply change their buying patterns -
- to purchase low-cost brands, to cross the border for lower tax products, or to turn
to the underground rnarket.m Smuggled, tax-free or tax-evaded cigarettes are readily
available in most markets, especially in states that have raised the cigarette tax. One
of every four cigarettes, 25% of the entire market, in Michigan has been smuggled; in
California and Washington State, it is estimated that 20% of each market is tax
evaded; in New York, one of every five, or 20% of all cigarettes are sold illegally.***
According to an October 1996 study by the independent Washington-based Tax
Foundation. “Cross-border shopping for cigarettes (to avoid high taxes) increased an
astounding 454% between 1980 and 1994, while cigarette smuggling increased 295%
during the same period.” n.



#2. Old Assumption: Lowering The Tax Means More Smokers

“If the 50% cut in the price of cigarettes that went into effect (February 1994) in
Quebec is implemented across the country, it would cause at least 840,000 more
people to start smoking — 175,000 of them teenagers.” According to a study by
Robert Allen, a visiting professor at Harvard University, m

Background: After years of practicing a high-tax tobacco policy, Canada faced a
crisis in 1994. More than one-third of its entire cigarette market was smuggled.
Canada’s Prime Minister said, “Smuggling is threatening the safety of our
communities and the livelihood of law abiding merchants. It is a threat to the very
fabric of society. On Feh. 9, 1994, cigarette taxes were slashed and smuggling was
effectively eliminated. i»

New Evidence: Tax Cuts
Elim nated Smuggling & Access Bv Youth

In the year following massive cuts in cigarette taxes in Canada, official national
surveys by the Canadian Health Department found that the tax cut did not encourage
more smoking. The surveys found that “Overall there has been no substantial change
in the smoking behavior of Canadians... It found that "the prevalence for the 15-19
year old age group remained essentially unchanged tnroughout the four (survey)
cycles, fluctuating between 29 and 26%. For those aged 20-24, however, the figures
demonstrate a decline from 40% in May 1994 to 34% in February 1995. This
represents a net decrease of 110,000 smokers.”nm»

When cigarette taxes were reduced, smoking did not increase. Conversely, when
cigarette taxes were increased in years running up the smuggling crisis, smoking did
not decrease. Smokers avoided the high tax by buying smuggled cigarettes. In terms
of youth smoking, Canadian Health Minister Dianr. Merleau said that the
government’s decision to cut taxes would actual reduce consumption among
youngsters. “It will end the smuggling trade and force children to rely on regular
stores for their cigarettes -- where they will be forbidden to buy them until they turn
19. In that way, consumption among teenagers can be more readily controlled and
will likely drop,” she said. >m



#3. 0ld Assumption: Economic models

can project how high taxes lowers smoking

As cited in Coalition on Smoking OR Health Fact Sheet, "Tobacco Taxes and Kids,”
“For every 10% increase in cigarette prices, studies find a 12-14% decrease in youth
consumption.” cut

The implication is that there is a simple formula for reducing smoking. That all policy
makers have to do to reduce tobacco use, especially among young people, is to
simply raise the cigarette tax.

New Evidence: 1) Actual market information, 2) legal sales data, and
3) Government consumption data point to major smuggling

Economic models are only as good as the information available at the time. The
trouble with many of these economic projections is that they are based on “tax-
reported sales” and not on actual consumption. Yes, “legal” tax-paid sales may drop
12-14% with such as increase in taxes. But, with higher taxes, people are not
smoking less, they simply buy over the border or turn to the underground market to
avoid the high tax —none of which is considered by the economic models.

For example, an analysis of New York Revenue Department data show that the per
capita legal, tax-paid sales of cigarettes in New York is 70.5 packs a year. But
studies by the U.S. Centers' for Disease Control indicates that per capita consumption
in New York is 97.4 packs, which isjust slightly above the national average. Where
are the missing packs coming from? Answer: New Yorkers purchase them illegally.
The numbers indicate that today, nearly 27 percent of New York’s entire cigarette
market is contraband —sales that have avoided New York State's high cigarette

tax.i lit

W hat it means: When taxes rise, smuggling and illegal distribution networks infiltrate
the marketplace. With inexpensive, tax-free cigarettes available, few people quit
smoking because of higher prices. And. unfortunately with cigarettes being sold
illegally in the street and out of the trunks of cars, kids have greater access to
smuggled products —and smugglers don’t ask fo: age-identification..wi



#4. Old Assumption: The Answer Is To Raise Cigarette Taxes
And Give Revenue to “Tobacco Control” Advocates

“Results from several U.S. states...that have levied a significant tobacco excise tax
show that cigarette consumption decreases when an excise tax is part of a
comprehensive tobacco control program...After California passed a 25-cents per pack
tax in 1989 and earmarked the revenue for education and prevention, smoking
prevalence decreased 17 %.” nsi

The message to elected officials is this: Raising the tax "solves the problem." But
earmarking the new cigarette tax revenue and giving it to tobacco control advocates
"really solves the problem."”

New Evidence: tax hikes encourage major underground markets;
“tobacco control” has had little impact

Prop 99 was a 1988 California ballot measure that raised the state cigarette tax bv
250 percent. Since its inception, more than S750 million in new cigarette tax revenue
has been provided for anti-smoking education campaigns, the hiring of tobacco
control personnel and a statewide advertising campaign to educate the public about
tobacco. Those involved with the program claim that the combination of higher
taxes and “tobacco control efforts” have resulted in consumption of cigarettes to
drop by more than 27 percent since Prop 99 passed, dm

Smoking has declined in California. But it has declined everywhere else, not just in
California. Since the 1988 passage of Prop 99, smoking has declined about 15.1
percent nationally. It may be reasonable to assume that had there been no cigarette
tax increase and the Prop 99 tobacco education programs it paid for, the decline in
health-conscious California would have been at least 15 percent.im But now new
evidence also suggests that the “decline in smoking” above the national average in
California mav not be a decline at all, but a diversion to the illegal underground
market.

Data from the California Board of Equalization do show a major decline - about °7
percent —but what has been measured is onlv a decline in legally purchased, tax-paid
cigarettes. What has not been considered until now is the underground market that
has developed since Prop 99. With revenue department officials now (1995)
estimating that as much as 7 percent to 18 percent of the entire cigarette market has
gone underground, it is probable that smoking has not declined in California beyond
the national average. Other experts say the smuggling rate has grown to between 20-
25%. im



The Case For Raising Tobacco Taxes

Does raising the cigarette tax encourage kids to quit smoking, or discourage them from starting?
No, not if one looks at the evidence, especially at investigative studies that show what is really
happening in the market place. But it doesn’t take expensive studies or exhaustive analysis. One
of the best sources of information on youth smoking is the federal government. A look at
Government-reported youth smoking incidence (the percentage of kids smoking cigarettes)
collected from the 1993 and 1995 Youth Risk Behavior Surveys by the U.S. Centersfor Disease
Control clearly indicates that tax increases did not decrease youth smoking rates. In fact, the
Government studies show that in some states that raised cigarette taxes, the percentage of kids

that are smoking actually increased:”

From the Centers For Disease Control Data Survey, 1993-1995

e |llinois: Legislators in May 1993 raised the state cigarette tax more than
45%. Following the tax increase the incidence of youth smoking increased
more than 22%, according to the Centers for Disease Control.™

Hawall: The state increased its cigarette tax to 60 cents a pack, one of the
highest in the nation. What do federal government statistics show? Between
1993 and 1995, the percentage of kids smoking actually went up 14.9%.(2n

' NEbraSka: Cigarette taxes were increased more than 25% in July 1993. In
the two years following that tax hike, the percentage of youth smoking
increased 11.3%.i::>

Notes

|. “Growing Up Tobacco Free: Preventing Nicotine Addiction in Children and Youths," Institute of
Medicine, National Academy of Sciences, September, 1994; Frank J. Chaloupka and Michael
Grossman, “Price. Tobacco Control Policies and Youth Smoking,” presentation to the 71st Annual
Conference of the Western Economic Association International, July 1, 1996; J. Wasserman, et. al.,
“The Effects of Excise Taxes and Regulations on Cigarette Smoking," Journal of Health Economics.
1991, Vol. 10. p. 43-65; E.M. Lewit and D. Coate, "The Potential for Using Excise Taxes to Reduce
Smoking." Journal of Health Economics. 1952, p. 121-145

- continued -



10.

“The Survey on Smoking in Canada,” conducted by Statistics Canada on behalf of Health Canada
(Canadian Federal Government), Tobacco Demand Reduction Strategy, 1994-1995; Maclean’s news
magazine, February 21, 1994, p. 16, coverage of Canada’s cigarette tax rollback effort to reduce
smuggling, interviews with Canadian Health Minister Diane Marleau; "Cigarette Tax Evasion in New
York State,” August 1995 presentation to Federation of Tax Administrators, tobacco tax conference.
Chicago, Robert L. Shepherd, deputy commissioner, Office of Tax Enforcement, New York State
Department of Taxation & Finance; “Cigarette Smuggling in the United States,” a report on three-
month investigation, Lindquist Avey Macdonald Baskerville (Forensic Financial Investigators), August
1994; "Smuggling in the State of Michigan," Lindquist Avey Macdonald Baskerville (Forensic
Financial Investigators), October 1995; "Smuggling in Western United States,” Lindquist Avey
Macdonald Baskerville (Forensic Financial Investigators), October 1996.

Frank J. Chaloupka and Michael Grossman, “Price, Tobacco Control Policies and Youth Smoking,"
presentation to the 71st Annual Conference of the Western Economic Association International, July I.
1996, using the University of Michigan’s "Monitoring the Future” data from the years 1992-1994.

“Growing Up Tobacco Free: Preventing Nicotine Add’et'on in Children and Youths,” Institute of
Medicine, National Academy of Sciences, September, i994.

“Dramatic Rise in Cigarette Smuggling -- Disparity in State Cigarette Excises Leads to Rise in Cross-
Border Activities,"” The Tax Foundation, October 1996.

“Cigarette Tax Evasion in New York State,” August 1995 presentation to Federation of Tax
Administrators, tobacco tax conference, Chicago, Robert L. Shepherd, deputy commissioner, Office of
Tax Enforcement, New York State Deportment of Taxation & Finance; “Cigarette Smuggling in the
United States," a report on three-month investigation, Lindquist Avey Macdonald Baskerville (Forensic
Financial Investigators), August 1994; “Smuggling in the State of Michigan,” Lindquist Avey
Macdonald Baskerville (Forensic Financial Investigators), October 1995; “Smuggling in Western
United States,” Lindquist Avey Macdonald Baskerville (Forensic Financial Investigators). October
1996.

“Dramatic Rise in Cigarette Smuggling —Disparity in State Cigarette Excises Leads to Rise in Cross-
Border Activities,” The Tax Foundation. October 1996.

Study, Robert Allen, visiting professor of economics, Harvard University, January 1994, as reported in
Maclean's news magazine. February 21, 1994, 0. 14, coverage of Canada's cigarette tax rollback
effort to reduce smuggling.

Toronto Globe & Mail. February 9, 1994, coverage of Canada's cigarette tax rollback; Maclean's
news magazine, February 1994, coverage of Canada’s cigarette tax rollback effort to reduce
smuggling.

“The Survey on Smoking in Canada,” conducted by Statistics Canada on behalf of Health Canada
(Canadian Federal Government), Tobacco Demand Reduction Strategy. 1994-1995.

. Maclean's news magazine. February 21.1994. p. 16. coverage of Canada’s cigarette tax rollback effort

to reduce smuggling, interviews with Canadian Health Minister Diane Marleau.
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As cited in Coalition on Smoking OR Health Fact Sheet, “Tobacco Taxes and Kids," 1994.

Data sources: New York State Revenue Department, 1995 reports on tax-paid sales of cigarettes;
Consumption data: U.S. Centers for Disease Control, 1992-1993 (most recent data available).

Maclean's news magazine, February 21, 1994, p. 16, coverage of Canada's cigarette tax rollback effort
to reduce smuggling, interviews with Canadian Health Minister Diane Marleau.

As cited in National Cancer Institute Fact Sheet, "The Impact of Cigarette Excise Taxes on Smoking
Among Children and Adults," August 1993.

San Diego Union. March 22, 1994, from five-year assessment of campaign, released to the Associated
Press by Stanton A. Glantz, University of California at San Francisco.

Source: State Revenue Departments official cigarette taxation statistics. 19S9 tax stamped packs:
26.2 billion; 1994 tax stamped packs: 22.9 billion = decline of 15.1 percent.

Los Angeles Times, March 15, 1995, "Police Arrest 14 For Smuggling Cigarettes,” (According to
Board of Equalization spokesperson, "Our best estimate is that the annual impact these smugglers have
is somewhere between S50 million to S125 million" lost revenue to state from total revenue of S700
million. Note: S49 million loss would be 7 percent smuggling rate; S126 million loss would be an 18
percent smuggling rate.) Also note that law enforcement officials state privately that the smuggling
rate has grown to between 20-25% in California.

Tax data from Illinois, Hawaii and Nebraska state revenue departments. Youth smoking data from the
1993 and 1995 Youth Risk Behavior Surveys (covering grades 9-12) published by the U.S. Centers for
Disease Control. According to the CDC. while most states participate in the voluntary data collection,
all states did not participate leaving data for some states unavailable.

Tax data from the Illinois state revenue department. Youth smoking data from the 1993 and 1995
Youth Risk Behavior Surveys (covering grades 9-12) published by the U.S. Centers for Disease
Control.

Tax data from the Hawaii state revenue department. Youth smoking data from the 1993 and 1995
Youth Risk Behavior Surveys (covering grades 9-12) published by the U.S. Centers for Disease
Control.

Tax data from the Nebraska state revenue department. Youth smoking data from the 1993 and 1995
Youth Risk Behavior Surveys (covering grades 9-12) published by the U.S. Centers for Disease
Control.
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DEPARTMENT OF THE AIR FORCE
PACIFIC AIR FORCES

24 February 1997

Eleventh Air Force
5800 G St, Ste 101 :
EhnendorfAFBAK 99506-2130

Ms Shari Kochman
Deputy Legislative Director ]
P.O.Box 110001
Juneau, AK 99811-0101

|
Dear Ms Kochman |

|

Throughoutthe DoD and across Alaskathe military is very supportive of

efforts to reduce the use oftobacco products. We will continue to cooperate
closely with law enforcement agencies, to include the Alaska Departmentof
Revenue, to prevent misuse of military facilities and privileges. For example,
EhncndorfAFB, the largest military facility in the state, currently has a four
carton limit on single purchases ofcigarettes and does not plan to change that
policy. Additionally, patrons are notified by signs posted in the tobacco
products section that the resale ofuntaxed tobacco products is unlawful. We
wifi take action againstviolators, military as well as civilian. Forreference,
last year approximately 260,000 cartons of|cigarettes were sold at Ehnendorf
AFB. Sales are monitored throughoutthe Vear for unusual trends. We will
continue to monitor our sales and work to prevent abuse.

|
Sintjerely

iWoTHYS.BRADY
Colonel, USAF
Vicd Commander
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DRAFT BILL ANALYSIS

Section 1 increases the School Fund portion of the cigarette tax rate by $ 1.00 per pack of
20; from 2.5 mills per cigarette ($.05 per pack) to 52.5 mills per cigarette ($1.05 per
pack) through FY 2000. Combining this rate with the 12 mills per cigarette ($.24 per
pack) levied under AS 43.50.190, which goes to the General Fund, the total tax rate on a
pack of cigarettes would increase from $.29 to .$1.29. After June 30, 2000 the School
Fund portion increases to 64.5 mills per cigarette ($1.29 per pack) so tne total tax rate on
a pack of cigarettes increases from $1.29 to $1.53 through FY 2003. After June 30, 2003
the School Fund portion increases to 76.5 mills per cigarette ($1.53 per pack) so the total
tax rate on a pack of cigarettes increases from $1.53 to $1.77 through FY 2006. After
June 30, 2006 the school fund portion increases to 88.5 mills ($1.77) plus an additional
12 mills ($.24) during each succeeding three-year period.

Sectlon 2This section only takes effect if section 1of this act is ruled unconstitutional
(see section 10) If so, the statute would be amended back to how it was prior to the bill

passage.

Section 3 directs the Department of Revenue to give public notice of changes in cigarette
tax rates under AS 43.50.090 at the time these tax rates are changed.

Section 4 This section only takes effect if section | is ruled unconstitutional (see section
10). If so, this section increases the General Fund portion of the cigarette tax rate by
$1.00 per pack of 20; from 12 mills per cigarette ($.24 per pack) to 62 mills per cigarette
($1.24 per pack) through FY 2000. Combining this rate with the 2.5 mills per cigarette
($.05 per pack) levied under AS 43.50.090, which is dedicated to the School Fund, the
total tax rate on a pack of cigarettes would increase from 5.29 to $1.29. After June 30,
2000 the General Fund portion increases to 74 mills per cigarette ($1.48 per pack) so the
total tax rate on a pack of cigarettes increases from $1.29 to $1.53 through FY 2003.
After June 30, 2003 the General Fund portion increases to se mills per cigarette ($1.72
per pack) so the total tax rate on a pack of cigarettes increases from $1.53 to $1.77
through FY 2006. After June 30, 2006 the General Fund portion increases to g6 mills
($1.96) plus an additional 12 mills ($.24) during each succeeding three-year period.
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Section 5 This section only(_ takes effect if section one is ruled to be unconstitutional (See
section 10). If so, this section directs the Department of Revenue to give public notice of
changes Ir. cigarette tax rates under AS 43.50.190 at the time these tax rates are changed.

Section 6 increases the tobacco products tax rate from 25% to 100% of the wholesale
price of the tobacco products.

Section 7 creates a new section under AS 43.50 (AS 43.50.365) to increase the tobacco
product tax rate applied to the wholesale price by the Anchorage CPI on July 1ofeach
even numbered year. The starting point of the index is January 1, 1998,

Section 8 creates a new section under AS 43.50 (AS 43.50.380) to direct the Department
of Revenue to give public notice of changes in tobacco product tax rates under A
43.50.365 at the time these tax rates are changed.

Section 9 This section only takes effect if section 1is ruled unconstitutional (see section
10). If s0, this section reBe s the public natice provision for changes in the cigarette tax
rates under AS 43.50.090 that were made in section 3 of this hill.

Section 10 provides for sections 2, 4, 5 and 9 ofthis Act only taking effect if dedication of
the proceeds of the cigarette tax to the School Fund is found to be unconstitutional.

tShectiotn 11 establishes an effective date of October 1, 1997 for sections 1, 3, and 6-8 of
IS act.

Section 12 estahlishes an effective date ofwliich ever ofthe following comes later: (1)
when acourt enters a final jud%ement that the amendment under section 1 of this act is
unconstitutional or (2) when the time for appeal has expired or upon entry of afinal order
on the appeal that section 1is unconstitutional.

OPERATING EXPENDITURES _
Department of Revenue is requesting operating funds to cover vithe costs of aRevenue

Auditor HI position. With such alarge increase in taxes due the state (increase from 317
to $50 million annually), the department anticipates increased taxpayer noncompliance.
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With significantly higher levels of tax, it is possible that taxpayers will look for loopholes
or other methods of tax avoidance. This position will be responsible for ensuring that all

taxpayers are identified and that taxpayers are filing and paying the proper amount of tax.
The projected annual salary costs for the Viportion of this position comes to $30.0. This

amount would be used to fill a currently vacant auditor position.

The department is also requesting one time FY 98 funding of $5.0 for contractual funds to
cover costs of public notice of rate increases, forms revisions and postage, and $4.0 for
equipment ($3.5 for computer costs ana $.5 for office equipment). The recurring costs
will be $2.5 to cover travel, contracual and supplies, except for FY 01 where an addition
$.3 will be necessary to cover public notice of the tax rate increase.

REVENUE COLLECTED

The attached spreadsheet details revenue projections from rate increases in this bill.
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Cigarettes
J FUrddtf Fecfr

%ngumpt|on (acks of cigarettes)
Cigarette Tax

Less 1.0% Commission

Net Cigarette Tax

FY 97 Projected Cigarette Tax

Net Cigarette Tax Increase
Increase to School Fund

Tobacco Products ,
_ Fimtdldy Fatter

%onsumptlon (Whole. Pr. 199 9)

ate
Tobacco Products Tax
Less 1.0% Commission
Net Tobacco Products Tax
FY 97 Projected Tob. Prod. Tax
Net Tobacco Prod. Tax Increase
Increase to General Fund
Cigarette and Tob. Products
Net Cigarette and Tobacco Tax

Net Clg. arid Tob. Increase

Alaska De

rtment of Revenue

Income and Excise Audit Division

Projected Revenue Increases from Change In Tobacco Tax Rales

M
0SH

mSH
26629599 * 42,938,393
1.29 $129
$36,927017 9552390527
(369,270) (553,905)
$36,957.747 954,838,622
(10,083,937) * (15,125,905)
$29.473810  938.710.717
129473910 839.710.717

-la.fH

OCH
$3501,646 *  95.387.473
100% 100%

$3,501, s 95,387,473

(35,916) (53,875)
$3555,732 95,333,508
(L090715)  (L636,073)

92,468,019 93.697.626
92,466,018 93.697.626

940,113,479 * 960,170,220
928,938,927 * 943,408,242

Piilie it

QCH
42,938,303
129

955,39%,527

(553,905)
954,836,822
(15.125,905)

939.710.717
839.710.717

QCH
95,387 473
00%

95, 3871473/

(53,875)
95,333,508
(1,636,073)

93.697,626
93,674,810

960,170,220
943,408,242

*Note: The Wife effective date results Inth tax Increase covering 8 months In FY 98.

lobhb52 draft prepared by brett fried

m3H
40,587 562
153

962,068,369

(620,684)
981,447,685
(15,125,905)

946.321.780
946.321.780

-190H
05,314,097
106%
05.832, 003
(56,329)
95,576,614
(1,836,073)

93,940,641
93,874,810

967,701,312
860,262,321

QH
40,567,562
15

962.068,3'7%

(620,684)
961,447,686
(15,125,905

946.321.781
946.321.781

95, 3143)8?'
05,637 908

(56,329)
95,576,614
(1638,073)

83,940,641
84,006,360

887,701,313
860,262,322

QH
40,567,562
Si5

962.068,37%

(820,684)
961,447,686
(15,125,905)

946.321.781
948.321.781

) TH
85,240,122

112
$5,069,600

(58,696)
95,810,912
(1,636,073)

94174839
94,006,360

$67,937,878
$50,496,621

10 Till!

11.4H

38, 29415
$1.77
967.701.465
(677,015)
967,024,450
(15,125,905)
961,898,645
$61.898.646
OCH
05,240,722
112%
95,869,509
(58,696)
85,810,912
(1,636,073)

94,174,839
9C119,043

$73,671,073
966,073,386
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Tobacco Tax Bill Analysis

Presentation to the

20th Alaska Il egislature

of Health & Social Services



Tobacco Usage

B Tobacco usage isthe nhumber one cause
of preventable death and disease Inthe
US, accounting for more than 419,000
deaths each year.

B23% of deaths of Alaskans 35 years of
age or older 1N 1991 were attributable
1 smoking.

Department of Health & Social Services



Health impactofSmoking

Number of Deaths in USA

Department of Health & Social Services
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Health ImpactofSmoking

soon*;* mran
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Youth Tobacco Usage

m 83% of adult smokers report that they
started smok1ng before the age of 2.

n 21% of Alaskan high school students
reported they regularly smoked Inthe
last month.

m 25% of Alaskan middle school students
reported smoking at lesst one cigarette
in the lasstmonth.

Department of Health & Social Services



Youth Tobacco Vendors Survey

B 64% of Alaska tobacco merchants
compl 1ed with tobacco restriction laws
N 196.

® The federal government mandates an
80% compl1ance rate by the year 2000
under the Synar Amendment.

» Tobacco vendors refused to <=l to 14-15
year olds 71% of the time, while 16-1/
year olds were refused 58% of the time.

Department of Health & Social Services



Alaska Mative Tobacco Use

B Today Alaska Natives have some of the
highest rates of tobacco use Inthe
world, 47% formen and 39% for

women.

B Alaska Natrves account for 23% of
smoking related deaths while they
account for 1 7% of the state"s
population.

Department of Health & Social Services



Alaska Native Tobacco Use

wmmmmmammmmmmmmmmaamummmmtmmmmmmmmmmMms&ammmmMmmmmmmmmmmmw M

B Alaska Natives have the highest cancer
mortal Ity rate of any Indian Health
Service Area.

M The lung cancer death rate among AK
Native women isthree times the

national average.
B Tobacco use among Alaska native
youth ishigher that non-native youth.

Department of Health & Social Services



Alaska Native Tobacco Use

Tobacco Use Among High School Students

Alaska and US
1995
Smokeless
Tobacco fm 23%
Frequent Smokers 44% US
Currant Smokers x ® m h h mim: 62% mak Native
oL JAlaska
Ever tried
Cigarettes SBpgasma9l%
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Department of Health & Social Services



Alaska Native Tobacco Use
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241% of Alaska Native boys and 32% of
Alaska Native giriswere using
smokeless tobacco weekly .

MAmong the boys, 45% started using
tobacco before the age of 8.

Department of Health & Social Services



Health Related Costs of Smoking,
A Drain on the Economy

M Total direct medical costs for smoking

related illnesses for Alaskans aged 35 years or
older in 1993 was $96.5 m illion.

if $23 m illion of the direct medical care costs
for sm oking related illness was paid by

M edicaid in Alaska.

ii M eanw hile, the state collected only $15.6
m illion in cigarette tax revenues in 1993

(excludes taxes on smokeless tobacco).

Department of Health & Social Services
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Alaska Tobacco Tax History
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n The state of Alaska has taxed tobacco since territorial
days, when a5 cents per pack tax was levied on
cigarettes to help fund school construction.

a The current tax level of 29 cents per pack has been in
place since 1989.

& In 1989 Alaska ranked 17th among the 50 states and
District of Columbia on the amount of tobacco tax

levied.

» Currently Alaska is ranked 28th among the states on
tobacco taxes levied.

Department of Health & Social Services
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Tobacco Taxes in the US
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Tobacco Taxation in the US

Average Cigarette Tax as a Percentage
of Retall Price
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Im pactofTobacco Taxes

I For every 10% increase in tobacco prices,

youth tobacco consum ption will fall by at
least 10% .

ii For every 10% increase in tobacco prices,

general consum ption will fall by 4 %.

ii Atcurrentadult smoking rates, approxi-
m ately 18,000 of Alaskans currently under
the age of 18 will die prem aturely of a

tobacco related illness.

Department of Health & Social Services
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Im pactofTobacco Taxes

m A $1.00 per pack tax increasewould
reduce youth smoking inAlaska by an
estimated 32%.

M The tobacco tax wou ld prevent 5, 700
premature deaths among Alaskans
currattly under the age of 18.

Department of Health & Social Services



Tobacco Tax Rate Comparison

PM-winl— mmif nw— — raw— Mmhim u him— uimiriim Miiw iir—« “«ii— ATMIMi~HITIiTi— triticem ir tHween iririmvie Miri— i
Taxes on Cigarettes
in Major Industrialized Nations
March 22,1995

Country

U.S. Dollars per Pack

Department of Health & Social Services
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The Time is Right

m The groundwork isin place.

m T here is broad public support. 75% of
Alaskans surveyed supportthe $1.00 per

pack tax.
d This included: 75% of "conservatives", 75%
of "moderates”™, 73% of "liberals™ and

55% of smokers.

Department of Health & Social Services 17



Community Support

linn

m T he tax is also supported by: C. Everett Koop,
M D. former Surgeon General, 280
individuals and over 50 organizations that
make up the Alaska Tobacco Control
A lliance including: the Alaska Native Health
Board, the American Cancer Society, and the

A merican Heart Association.

Department of Health & Social Services
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TOBACCO:
Alaska’s Most Preventable Health Problem

| wish to thank the Alaska State Medical Association
for devoting an entire issue of this journal to tobacco,
and for the opportunity to be guest editor. The response
of contributors hoth within and outside of Alaska, the
staff at the ASMA office, and others, has been over-
whelmingly enthusiastic and prompt.

Tobacco-related death and disease impose an embar-
rassing black mark on the health record of this century.
As the articles in this issue dramatically demonstrate,
Alaska's tohacco statistics are among the worst in the
nation. This is particularly embarrassing because Alaska
has led the nation in other health issues.

Earlier in this century, medical providers were used
to PROMOTE the sale of tohacco. (See accompanying
samples of cigarette advertisements*). The industry
currently expends nearly $6 BILLION to promote to-
bacco— aproduct that when used as directed is guaran-
teed to kill you. Medical R‘rowders have been replaced
by Joe Camel and others. Nonetheless, we owe it to our
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patients, friends, and families to do ail we can to
eliminate this 20th Century scourge. As deeply in-
grained as it is in our society, and with the amount of
money leveled at its promotion, this is an ambitious task.

In this issue we have tried to provide as much Alaska-
specific data as possible, provide some historical per-
spective on the Broblem here, discuss the multi-faceted
approaches to tobacco control, and bring comments from
tobacco control experts and organizations " outside”.

As medical providers having been used in the past to
promote the product, let's now “take the lead” and join
the Trampling Tobacco Project, the Alaska Tobacco Con-
trol Alliance, the Citizens to Protect Kids from Tobacco,
the volunteer health organizations, and others, and work
toward a Tobacco Free Alaska by the Zear 2000.

Anne P. Lanier, MD, MPH
Pictures of tobacco advertisements were graciously provided by
D.0.C (Doctors Qughtto Care) 0615 Kirby Drive. Suite 440, Houston,
TX 77005.

You lik<* risen! FISESII?
So n
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Editorial

This issue of Alaska Medicine is devoted to tobacco
related papers. We present historical and cultural per-
spectives as well as epidemiological data along with
statistical data to illustrate that increasing the cost of
tobacco results in decreasing the use rate. A recent poll
shows that approximately 3/4 of Alaskans support an
increase in the current excise tax on tobacco products.
This effort should be regarded as a health measure, not
a revenue enhancer. It is hoped that no additional
revenue will be collected.

Health

In addition to the usual references to the various
smoking related cancers and chronic respiratory dis-
eases, my experience as astate medical examiner prompts
me to mention deaths due to house fires, and carbon
monoxide deaths from smoldering cigarettes.

AH members of the state Ieﬁlslatqre will be furnished
acop?; of this issue. We hope they will read it and realize
that they have an opportunity to make a highly signifi-
cant contribution to the health of Alaskans for man
years to come. Donald R. Rogers, M

Fundin%for the cover photograph and extra pages in this sgecial issue was provided by the Alaska Native
oard through its SmokeLess States grantfrom the

obert Wood Johnson Foundation.

Historical Notes on the Introduction of Tobacco
Into Alaska

THE NORTH PACIFIC REGION

In July 1741, Georg W. Steller, Bering's physician
and naturalist, ste Bed ashore in Alaska, at Kayak Island
near the mouth of Prince William Sound. There he left
a pound of tobacco and a Chinese pipe at an abandoned
Native house site in exchange for a few artifacts he had
carried away. A few weeks later, the Russians again
offered Chinese pipes and tobacco, this time in person,
to some Aleuts who had paddled out to meet their ship
in the Shumagin Islands. A sailoreven offered one ofthe
Aleuts a lighted pipe, which was said to “displease” him
(1). Captain Chirikov, in command of Bering's other
vessel, also offered pipes and tobacco to some Aleuts,
probably on the island of Adak, but they simply place J
the gn‘ts on the;r baidarkas and paddle awa)( (2). .

1778. < of Cook’s surgeons was able to write
that the prr_e of Unalaska “perfectly understood the
use of tobacco, which they asked for by thatname ~ (3)
Few if any did not smoke, chew, or take snuff. Lieuten-
ant King noted that they preferred tobacco to “all other
things;" in fact, some of the Aleut women were willing
to bestow sexual favors on members of the crew in
exchan(r]e for a leaf or two of tobacco (4). .

Early Russian fur traders who came to the Aleutians
sometimes used tobacco as a gift, a reward, or as an

(1) Biomedical Program, University of Alaska
Anchorage. This paper is an abridgment and
adaptation of Chapter 16 of iny book Chills and
Fever: Health and Disease in the Early History of
Alaska. Fairbanks: University of Alaska Press,

1989.
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Robert Fortuine, MD()

inducement to service, and before long the Aleuts had
developed acraving for it (5,6). Since, however, in those
early years tobacco was In short supply, the Russians
kept it principally for their own enjoyment. The Aleuts
seemed to prefer their tobacco in the form of snuff, (7)
and there were reports that they would work very hard,
often under hazardous conditions, to obtain even a small
supply. In the 1820s, the Orthodox missionary Father
Veniaminov reported that often more than half of a
hunter's income was spent on tobacco, either for chew-
ing or for snuff (8). .
Russians also introduced tobacco as an article of
trade to the Natives of Kodiak Island perhaps as earlg as
the 1760s Qg)._ Dr. Merck, who visited in the 1780s
found the Koniag eager for snuff, although women less
than men (10). By the early 1800s the Kodiak islanders
were Passmn.ately fond of tobacco and cursing the Rus-
sians for having made them so dependent on it. Shortly
after 1800 they were using it primarily as snuff placed in
the mouth; few sniffed it and no one Smoked, according
to Davydov (11). Captain Lisianskii around the same
time noted that a Koniag would go twenty miles out of
his way for a pinch or two of snuff (12). The Russian-
American Company also regularly used tobacco as a
treat or as an incentive for their Aleut and Koniag hunters
stationed at Sitka or at the posts on the Kenai Peninsula.
When anew fort was established at Nushagak in 1818,
the trader was encouraged to use tobacco among the
local Natives to show the good will of the Russians

(13).
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The people of Cook Inlet and Prince William Sound
were presumably introduced to tobacco by the English.
Russian, and perhaps Spanish explorers and traders who
frequented this region in the 1780s and 1790s. The habit,
however, did not seem to catch on at first, for both
Meares and Billings reported that the Natives showed no
interest in the tobacco they offered in traoe. (14,15)

In precontact times, the Indians of Southeastern
Alaska were known to have cultivated a tobacco-like
plant which they mixed with lime and chewed. Lieuten-
ant Whidbey of Vancouver's expedition observed the
glant being grown in Chatham Straits, the only crop the

lingit were known to cultivate. (16) The% dried the
leaves of this plant over a fire, then ground them up and
pressed them into cakes. It was alwags chewed, rather
than smoked or inhaled. After the 1/80s, as intensive
trade with European ships_began, the native plai « fell
into disuse in favor of the European product, which the
Indians found stronger and easier to obtain. They soon
learned to smoke it as well as chew it. Tohacco began to
take on aceremonial value and was someti mes used af.er
a shamanistic ceremony. (17L or given to the relatives
and friends of a sick man. The Russians handed it out
generally as a reward. (18) Tobacco became increas-
Ingly poFulqr in the region, and soon leaf tobacco mixed
with pulverized bark was being reqularly smoked in
short, carved wooden or clay pipes. ?19)

NORTHERN ALASKA

Curiously, tobacco first reached northern Alaska not
by EuroEean ships but over traditional trade routes with
the Chukchi of Eastem Siberia. According to Ray, the
tobacco originated in Circassia, Poland, or Sweden and
became an article of trade in the 1750s. (20) Nikolai
Daurkin, a Chukchi who visited the Diomedes in the
1760s, reported that the first request of the Natives was
for leaf tobacco, for which they were willing to trade
expensive furs. (21) In 1789 alarge trading market was
established at AnKui on the Kolgma River, where the
Alaskans traded their furs for tobacco and other Euro-
ean goods, which then passed through several more

alltlv(e2 g;lddlemen before reaching the Seward Penin-
sula.

This trad ; continued to flourish throughout the nine-
teenth centurg, with the major focus on the north coast
of Kotzebue Sound and at Port Clarence on the Seward
Peninsula, From there tobacco was distributed to the
north coast and into the interior via the major river
systems. (23) | .

In the vicinity of Kuskokwim Bay Captain Cook
encountered Eskimos in 1778 who were unfamiliar with
the use of tobacco. Likewise, when Billings' ship visited
Cape Rodney in 1791 the Eskimos were eager to trade
for many European goods, but apparently not tobacco.
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(24) Yet in 1816 the Eskimos of St. Lawrence Island
greeted Otto von Kotzebue with a chorus of pleas for
tohacco, which they |mmed|atelY put into their mouths.
Later he saw them Smoking small stone pipes, about the
size of a thimble. &25) The Russians traded freely with
the Siberian Yupik of St. Lawimce Island, who were
willing to give ug an elahorately decorated gut parka for
a few leaves, the amount one might consume in a
morning. (26) The Eskimos of Shishmaref Inlet also
clamored for tobacco, which they seemed to enjoy
chewing as well as smoking. This love of tobacco
impressed the captain, who found it remarkable that the
weed had penetrated where no European vessel had
visited. (27

When a decade later Captain Beechey landed on St.
Lawrence Island and at Cape Prince of Wales, he again
found tobacco to be the great object of all trade. On one
occasion his sailors bought four hundred pounds of
caribou meat for four pounds of tohacco. The differing
habits of the Natives of the region are illustrated by
Beechey's observation that the northem Eskimos %en-
erally smoked a short pipe, while some to the south of
Bering Strait chewed tobacco, and the St. Lawrence
Islanders took it as snuff. The tobacco was often of poor
quality and extended with dried wood.(28)

The first European to reach Barrow, also in 182,
found tobacco well known and readily marketable.
Eleven years later Thomas Simpson of the Hudson's Bay
Company encountered Eskimos to the east of Barrow
who immediately clamored for tobacco, of which they
were all —men, women, and children— "inordinately
fond.” At Barrow he found tobacco to be the “grand
article in demand.” A single inch of it was equivalent in
trade to the most valuable articles they possessed.(29)

Robert F. Spencer has presented interesting informa-
tion on the role of tobacco in traditional Barrow culture.
The small pipes they used were of the Siberian or
Russian type and were cleaned before use, with a caribou
hair placed in the bowl to prevent tobacco flakes from
entering the stem. Men's pipes were small and portable,
while those of women had longer stems. Bowls might be
made of ivory, metal, or clay. NearIK_everyone used
tobacco in some form, including the children. Besides
smoking, many chewed the leaves.(30)

Further south the Eskimos also used tobacco that
they had obtained in trade from Siberia and perhaps later
from the Russians in the Aleutians, Kodiak, and Prince
William Sound. Khromchenko in 1821 found the Bristol
Bay and southern Norton Sound Eskimos to be heavy
tobacco users,(31) while Glazunov, who in 1833 was the
first European to explore the interior of southwestern
Alaska, found the Natives already passionately fond of
tobacco, which they smoked and took as snuff.(32)

Nelson offers considerable detail on the tobacco
habits of the Eskimos of the Seward Peninsula and
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southward. The women did not often smoke tobacco,
but rather chewed it or used it as snuff, whereas the men
used ail three methods. For chewing, the tobacco was
cut into shreds on special boards, mixed with ashes from
a tree fungus (obtained from interior Indians), then
rolled into pellets, or quids, which they held in their
cheek pouch. For smoking, the tobacco was cut very
fine. A small tuft of fur was placed at the bottom of the
plpe bowl, then a wad of tobacco was stuffed in on top.
Aiter lighting the pipe with flint and steel, the smoker
took two or three eeg draws and held the smoke in the
lungs as long as possinle. When the oily tobacco extract
remaining in the pipestem was cleaned out, it was added
to the chewing quids for extra flavor and stren%th. For
snuff the tobacco was finely shredded, thoroughly dried,
and then ground into powder in a wooden mortar and
pestle. The snuff was then sifted to remove the larger
phartll_cleség)Snuff could either be sniffed or placed inside
the 1Ip.

OP} (St. Lawrence Island, near the end of the nine-
teenth century, Bruce described the Eskimos as “com-
plete slaves to tobacco.” All ofthe men and most women
smoked, as well as most children over six. Many of the
women also chewed, always swallowing the juice. Old
chewing quids were dried and smoked, to extract the last
hint of flavor. Snuff was made from finely qround
tobacco mixed with pulverized charcoal. He concluded:
*An Eskimo who is without tobacco is as wretched as a
confirmed drunkard without his whiskey, and he will go
to as Preat.cxttemes to secure it as he would to procure
food for himself and famllly.”(342 o
Most Athabascan Indians of the interior adopted
tobacco directly or indirectly from the Russians. For
example, the Han Indians of the upper Yukon were in
contact with Russian traders as early as the 1840s, and
traveled long distances to obtain tobacco and snuff in
exchange forfurs.(35) Likewise, the Upper Tanana and
the Ahtna groups probably received tobacco in trade
from the Russians in Prince William Sound, as well as
fromtheKIuanereglon,.(BGJ\(vhlIetheUpperKuskok_W_lm
Indians robably obtained it from the Tanaina living
around Cook Infet. The tribes bordering the Eskimos,
such as the Ingalik, probably first received tobacco in
trade from the Eskimos.(37)

~Several of the Athabascan groups also smoked the

dried leaves of an indigenous plant, probably even
before the arrival ofEuropeans.(38) The Tanaina chewed
a mixture of fungus and cottonwood bark (Populus
balsamifera), (39] and similar combinations of ashes,
dried fungus, or local plants were known from other
?roups. he Eskimos imported from the Indians the
ungus they used for mixing with tobacco.(40)

Athabascan men seemed to be very fond of smokmi],
at least along the Yukon, and often inhaled deeply,(41)
using the small Chinese-type pipe also favored by the
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Eskimos. Women and children, as well as the men.
found delight in chewing.(42)

METHODS OF TOBACCO USE

The Alaska Natives used tobacco in ways that were
likely to have been harmful to health. Moreover, the
tobacco available to the Natives was crude and the result
of primitive methods of curing, and the Natives often
adulterated it further with questionable substances such
as lime, charcoal, moss, and fungi to “extend” it. Most
Natives—men, women, and children— used tobacco
whenever they could obtain it, presumably over their
lifetime. The tobacco was used and re-used in various
ways for economy's sake until the last traces of nicotine
and other toxins were extracted. o

Murdoch reported that at Barrow nursing children of
two or three years were often pacified with a quid of
tobacco.(43) “Along the Kobuk River mothers some-
times took a child from the breast and put a quid of
tobacco or apipe in its mouth.(44) George Adams had an
Athabascan child of five ask him for a chew of tobacco
and go off with it as pleased as if it were a piece of
candy.(45) Others report Eskimo children of four or five
smoking a pipe, taking snuff, or chewing a quid.

The Native manner of smoking must have been
particularly harmful. Although several descriptions are
available, perhaps the most detailed is that of Capt. C. L.
Hooper of the Revenue Cutter Corwin:

“The pipe is lighted with flint, steel and tinder,
and the native commences to draw vigorously,
swallowin? the smoke, which he retains in his
lungs as long as possible. A fit of coughing
follows, which | at first thought would certainly
terminate the life of the smoker in several in-
stances. It is not an unusual occurrence for a
native, who has been without tobacco for a long
time, to retain the smoke in his lungs until he falls
over senseless, havmg} the appearance of a person
under the influence ot opium. This state lasts but
a few minutes, however, when the same perfor-
mance is ?one through with again.” (46)

Other early accounts speak of “a momentary stupe-
faction,” (47) "a stage similar to intoxication." (48) and
“a state of unconsciousness or stupor.” (49) Adams de-
scribed how the Athabascans along the Yukon *give two
or three whifs, drawing the smoke down into their lungs,
and slowly exhaling it, for a minute after exhaling the
smoke, they set like on in a stupor. Their heads drop on
their breasts and breathe like one with a severe attack of
tlie Athma [ﬁic]. The young ones when learning to
smoke cough for some minutes after smoking very
violently... "(50) Seemingly, the stron?erthe tohacco,
the more highly it was regarded. When Glazunov distrib-
uted some pipe tobacco and snuff, at the conclusion of a
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meeting with Indians along the Yukon, “Some were so
much dazed by the smoke thattheK fell unconscious, while

others inhaled such a quantity t

at they could not stop

sneezing.” (51)

Whatever the hazards of tobacco use, it is clear that

the Alaska Natives derived much pleasure from it, and,
unfortunately for their health, soil do. Adelbert von
Chamisso, the German poet and naturalist on the
Kotzebue voyage, perhaps described it best:

“Whoever does not suspect the magic which
dwells with }tobacco}, let him watch the Eskimo
fill_his small stone pipe with the precious herb,
which he has thriftily mixed half'and half with
wood shavings, let him see him carefully light it,
then eagerly with closed eyes and long, deep puffs
breathe the smoke into his lungs and blow It out
again into the air. Meanwhile the eyes of all are
fixed on him and the one next to him is already
stretcliing out his hand to receive the instrument so
that he too may draw a puffof happiness__ " (52)
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Historic Ceremonial and Medicinal Use of
Tobacco
Among American Indians

Tobacco was often used by shamans and in agri-
cultural rites. It was used in the harvesting of crops to
bless the harvest. Such a ceremony linked tobacco and
the fertility of the land, a strong psychological bond
made still stronger by tobacco-induced altered states
of consciousness and supernatural visions. The rlsmﬁ
smoke of tobacco was regarded as a method by whict
communication with the gods/creator might be facili-
tated. The Iroquois believed that smoke carried their
petitions to the Great Spirit. The Delaware sacrificed
tobacco to ensure success in the hunt. The Crow
worshipped the sun, the moon, and tobacco. It was the
only thing cultivated to “ensure the continued welfare
of the people.” Among the Ojibwa/Chippewa, to-
bacco was placed on arock to alert the spirit to ward
off storms. As stereotypes suggest, tobacco was com-
monly used to bind agreements hetween tribes, and it
often accompanied invitations to individuals or fami-
lies. Tobacco was also ?lven as payment to a shaman,
obh}gatmg him to fulfill the requests of his client.

here was a great deal of ceremon( and spiritual-
ity involved in the traditional use of tobacco. “In
Pawnee ceremonies the pipe was always tamped with
an arrow captured from the enemy. [t was forbidden
to pack it with the fingers, as the gods might think that
the man who did so offered himself with the tobacco
md take his life.” This example illustrates what
power tohacco was believed to have had and its
overall importance. .

In addition to its ceremonial uses, tobacco was
traditionally employed medicinally by many differ-
ent tribes. Accounts from tribes from different areas
of the country describe tobacco _bem? used in very
similar, if not identical, ceremonies. It served as an
analgesic and a treatment for earaches. It was chewed
as a remedy for toothaches. Open wounds and the
bites of insects or snakes were treated with tobacco
because of its pres émeql antiseptic properties. The
Winnebago and the Seminole, along with other tribes,
scattered tobacco while repeating prayers to exorcise

(1) Tobacco Control Coordinator, Indian Health Service,
CancerPrevention & Control Program, Headquarters
\é\éelsltb 5300 Homestead Road, Albuquerque, NM
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spirits or ward off the evil influences that caused
disease. One Native practice was to blow tobacco
smoke into the ear to kill the “Woodland insect” that
was believed to cause insanity by drying up the brain.
Tobacco was also heralded as a remedy by some for
asthma, rheumatism, chills, fevers, intestinal disor-
ders, child birth pains, and headaches.

Study of the calumet, an elabolratelg decorated
clay shaft to which a pipe bow!l might be attached,
seems to be one of the better ways to assess traditional
tobacco use. It was different from other pipes in that
the calumet was the source of great ceremonialism
and was held to be sacred. The calumet was said to
have had the potential to make friends out of mortal
enemies and to have provided for peaceful interac-
tions between strangers. _

Sources from early periods support the idea that
pre-European contact smoking was minimal amon
American Indians and that they smoked only in mod-
eration for medicinal or spiritual reasons. Pawnee use
of tobacco prior to Euror>'\n contact was strictly
sacred and ceremonial. «ame is said of the Zuni.

An examination of uie early smoking practices of
some tribes such as the Northern Paiute of the Great
Basin reveals than the early Native peoples under-
stood tobacco much better that did the Europeans and
later Americans, even after a few hundred years' use.
Smoking was practiced only by men; “young boy(s
would not smoke because they were afraid it would
impede their ability to pursue game." This suggests
that, although tobacco did have spiritual importance
in their lives, its powerful physical effects as well as
relative scarcity proscribed its use for individual
pleasure. . N .

Tobacco continues to play a requisite role in at
least two contemporary religious healing ceremonies
with deep roots in the past: ﬁ) The Peyote religion (or
gatlve merican Church) and (2) the Plains Sun

ance.

The opinions expressed in this paper are those of
the author and do not necessarily reflect the views of
the Indian Health Service.
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Anchorage Clears the Air

How Anchorage Came toBan Smoking in All Buildings Operated
by City Govermment Including Public Schools

January 1, 1987. That was the great day when the
Municipality of Anchorage, Alaska, moved boldly to
protect the public and its 3,910 city employees by
outlawing smoking in all 123 municipally operated
buildings. It even decommissioned all smokln% lounges.
The ordinance establishing the new workplace rule
applied equally to 75 gubllc schools and their grounds
beginning July 1, 1987. .

How did this come to pass? What led the city of
Anchorage to do this? _

The story began in 1983 when the health and social
services departments, housed together in a separate
building, decided to eliminate smoking progressively
over a nine-month period. These departments wanted to
protect the many children, young women and others who
came to the building each day for services, wanted to make
the workplace safer for employees, and desired finally to
be an example to others in the community. The L)-Ian did
not reach its initial goal of total abolition of smoking but
did succeed in confining it to one room in the basement
of the five-storied health department bl_JI|dIn%.

Impelled independently, but noting the health
department's action, the Alaska Native Medical Center
banned smoking aIt%ether in its hospital in A.nchoraEe
on January 1,1986. This was the first hosptial in Alaska
to do so. Soon afterwards, smoking was barred in almost
all other Indian Health Service facilities and other
hosgltals in the nation.

rior to this, in 1984, a state statute concerning
smoking in public places became law in Alaska. Among
other features it allows “aperson in charge” ofabuilding
to prohibit smoking or, alternatlvelz., to designate cer-
tain portions as smoking or no-smoking, making, how-
ever, “reasonable accommodations for the needs of the
smokers and non-smokers.” _

The Municipality of Anchorage found this law un-
workahle. There was no Wag to subdivide buildings
salubriously. Smoke refused to egerrxmandered. Obey-
ing natural rather thanman's law, it ditfused freely under
doors, over dividers, and through so-called smoke-
eaters to occupy, like adrop of ink in a bowl of water,

(1) Dr. Wilson was public health director for the

Municipality of Anchorage in the mid-1980s.
Currendy heis acting executive directorof ASMA.
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Wwhatever space is available. It also circulated and recir-
culated to all floors through heat-ventilation-air condi-
tioning (HVAC) systems.

Accordinggl, after listening to a presentation in
September, 1986 by Robert Rosner, brought to Anchor-
age by the American Lung Association of Alaska from
the Smoking Policy Institute of Seatde Uninversity,
Mayor Tong Knowles decided to submit to the Anchor-
age Assembly an ordinance to prohibit smoking alto-
gether in city operated buildings and schools. The ordi-
nance was endorsed unanimously by the Anchorage
School District Board on November 24 and was ap-
proved by the Assemby by a vote of 8-3 on December 9
after intense public debate and two spirited public
hearings. .

Maost persuasive of many arguments proffered were
those relatln? to health and public safety. School Board
and Assembly members came to realize that breathmg
someone else’s smoke is, indeed, harmful. One wee
after passage of the ordinance, United States Surgeon
General Koop released his forceful report, entitled, “The
Health Consequences of Involuntary Smoking." This
comprehensive documentincriminated sidestream smoke
as causing or accelerating numerous childhood and adult
disorders including cancer.

Also convincing was the economic argument that it
costs an employer several hundred to several thousand
dollars more annually to have a smoker on thejob than
an employee who does not smoke. Costs are in extra
time off sick, more permanent disability, early retire-
ment, early death, extra costs for cleaning, shorter life of
floor coverings, furniture and ﬁrecision instruments,
increased HVAC costs, and higher premiums for fire,
life, and health insurance. Finally, it was realized that
morale would improve once divisive wrangling about
smoking in the workplace ceased. N

How did the new ordinance work? Surprisingly well.
Enforcement was not a problem. Qbviously, non-smok-
ers were pleased. They constituted at the time 77% of
city employees. Among the 23% who smoked, some
forsook cigarettes in the fall in anticipation of the new
rule. Others made New Year's resolutions to quit. Still
others enrolled in one of several smoking-cessation
courses offered in town. Spouses signed up too. By
prearrangement, tuition was partially underwritten as a
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benefit of the municipal health insurance plan. Actual
numbers of these several cohorts were not amassed.
Others, incorrigibly addicted to tobacco, continued to
smoke, though not on *company time" exceFt when in
the field. And during their breaks, they huddled outside
entry doors or around the comer, as they still do. to
smoke. Finally, afew workers said that they would quit
theirjobs, but probably not many did. Jobs were scarce
in Anchorage that winter. _ _

Shortly after passage of the ordinance, several busi-
nesses and other governmental units followed the city's
then radical approach to workplace safety by banning
smokmq. Among them were several banks, an oil com-
pany, a long-distance telephone company, many stores,
and the Alaska Court System.

One of the unions representing city employees chal-
lenged the new law on the ground that it violated agreed

arbitration by a prominent Anchorage attorney and
brought as its star witness a “scientist” under contract to
the Tohacco Institute. His every argument against the
ordinance was vigorously countered by the city. The city
won. Health and safety superceded convenience of
workers.

Dr John Middaugh, State of Alaska Epidemiologist,
declared that the move by the MuniciPallt of Anchor-
agie was the greatest step on behalf of public health in
Alaska since 1977. when eight percent of school chil-
dren were turned away from school because their immu-
nizations were not up-to-date. Enforcing compliance
with that, then new. requirement put Alaska at the
forefront nationally in suppression of childhood infec-
tious diseases. The city’s sapient move agamst smoking,
like that of the Alaska Native Medical Center, showed

upon conditions of work. The union was represented at

eightened workplace safety.
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Smoking Attributable Mortality and Economic
Costs in Alaska 1992-94

ABSTRACT

Tobacco isone of the leading preventable cause of
death in the United States and Alaska. Alaska has one
of the higbhest smoking prevalences. The Smoking-
Attributable Mortality, Morbidity and Economic Cost
software developed by the Centers for Disease Con-
trol a'id Prevention was used to estimate the deaths
and economic impact due to smoking in Alaska,.

In Alaska during the three year period 1992-94,
1416 deaths were estimated to be attributable to
smoking, accounting for 19.8% of the 7159 deaths
during that time. Direct medical care costs in 1993
due to smoking related illnesses were estimated at
$96.5 million. Additional smoking related costs in-
clude indirect mortality costs of §183:2 million and
indirect morbidity costs of $15.9 million. The total
economic cost attributable to smoking related illness
for 1993 is estimated to be $295.6 million. In sum-
mary, for the time period 1992-94, smoking was
estimated to result in 470 deaths per year and in
economic costs of almost $300 million per year.

INTRODUCTION

Tobacco is one of the leading ﬁreventable cause of
death in the United States (1). The U.S. Centers for
Disease Control and Prevention %CDC) estimate that
smoking kills approximately 419,000 people in the U.S.
each year (2). Deaths that are related to cigarette smok-
ing include a Portlon of: cardiovascular disease; cancers
of the lung, larynx, oral cavity, esophagus, pancreas,
bladder, kidney and cervix; chronic bronchitis, emphy-
sema, and other .re5ﬁ|rat0[y deaths (2,3). Smoking also
results in deaths in the perinatal period because maternal
smoking causes a portion of low hirth weight infants and
preterm deliveries, and has been associated with SIDS.

Alaska has one of the highest smoking Erevalence
rates in the United States. ~Alaska's smoking rates
(28.1% among men and 25.0% among women) are
similar to those found in Nevada and in the tobacco-
growing states (4,5). Alaska Natives (46.5% among
men and 39.3% among women) have even higher smok-
ing rates (6).

(1) Alaska Division of Public Health, Section of
5 5iggmiology, PO Box 240249, Anchorage, Alaska

Alaska Medicine, Jan/Feb/Mar 1996

Catherine Schumacher, MD, MSPH("

To estimate the deaths and economic impact of
smoking in Alaska, we used the Smoking-Attribut-
able Mortality. Morbidity and Economic Cost
gSAMMEC) software developed by CDC (3).
AMMEC uses attributable risk formulas to estimate
the deaths from neoplastic, cardiovascular, respira-
tory, and pediatric deaths associated with cigarette
smoking. SAMMEC software uses relative risks for
current and former smokers for each of the causes of
death shown in Table 1

METHODS

~ SAMMEC was used to estimate the deaths
attrib'i'ablc to smoking for Alaska admits (age > 35
years) ,nd infants (age < 1 year) using the 1992-94
mortality data for Alaska. Age-specific smokln%
prevalences for all races were obtained from the 199

Behavioral Risk Factor Surveillance Survey g). Alaska
Native prevalence rates were obtained from the 1991-93
combined data from the Alaska Behavioral Risk Factor
Surveillance Survey (6) (Table 2).

Mortalitg

Economic Costs _
Direct health care costs are the costs for prevention

and treatment of smoking related diseases. CDC has
been using a new method to calculate direct medical care
costs which has not yet been included in the SAMMEC
software 88). CDC used the method to estimate that in
1990, $76 million was spent in Alaska on smoking
related illnesses, which represented 6.13% of Alaska's
total health care costs for that year (9,102. In order to
estimate the 1993 direct health care costs for Alaska, that
per_centage was aﬁ)hed to the total medical care costs
estimated for 1993. Nationally, about 7.1% of health
care costs are attributable to smoking (11).

~ The SAMMEC program was used to calculate the
indirect mortality costs, which are the foregone wages
and salaries for persons who die prematurely from
smoking related causes for 1993. The national 1990
expected lifetime earnings and housekeeping services
by age and sex were used. Indirect morbidity costs were
also estimated us'ng SAMMEC, which are the lost
earnings and productivity for persons disabled by smok-
ing related illnesses.
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Table 1
Relative Risks* for Death Attributable to Smoking for Current and Former

Smokers, by Disease Category and Sex Used by SAMMEC Software Program

Disease Category (ICD-9 o S
code)** Male Relative Risk Female Relative Risk

Current Smokers Former Smokers — Current Smokers Former Smokers

Adult Diseases (> age 35)

Neoplasms

Lip, oral cavity, pharynx (140-149) 27.5 8.8 5.6 2.9
Esophagus&lSO) 1.6 5.8 10.3 3.2
Pancreas (157) 2.1 11 2.3 18
Larynx (161) 10.5 5.2 178 119
Trachea, lung, bronchus (162) 22.4 9.4 119 4.1
Cervix uteri %180 - 3 2.1 1.9
Urinary Bladder (188) 2.9 19 2.6 19
Kidney, other urinary (189) 3.0 2.0 14 1.2
Cardiovascular Diseases
Hyﬁertens_lon (401-404) 19 13 17 12
Ischemic iKart disease (410-414)

Age 35-64: 2.8 18 3.0 14

Age 65+; 16 13 16 13
Other heart disease g390-398,

415-417, 420-429) 1.9 13 17 12
Cerebrovascular Diseases (430-438)

Age 35-64: 3.1 14 48 14

Age 65+; 19 13 15 10
Atherosclerosis (440) 4.1 2.3 3.0 13
Aortic aneurYsm (441) 4.1 2.3 3.0 13
Other arterial disease (442-448) 4.1 2.3 3.0 13
Respiratory diseases
Pneumonia and influenza (480-4873 2.0 16 2.2 14
Bronchitis and emphysema E491-4 2) 9.7 S8 105 1.0
Chronic airway obstruction (496) 9.7 8.8 10.5 1.0
Other respiratory diseases

(010-012, 493) 2.0 16 2.2 14
Pediatric Diseases (age < 1 year)
Short gestation, low birthvveight é765) 1.8+™
Respiratory distress syndrome %7 9) 18
Other respiratory conditions (7 02, 18
Sudden infant death syndrome (798) 15
Burn deaths 50% of total bum deaths

*  Relative to never smokers. . N
** international Classification of Diseases, Ninth Revision. .
***Relative risk for infants bom to a smoking mother versus infants bom to a non-smoking mother.
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Table 2. . .
Smoking Prevalences Used in SAMMEC Calculations

Percent Former

Gender  Age (Years) Percent Current
Smokers Smokers
All Races* Men 35-64 26.7 36.5
65+ 25.6 495
Women 35-64 30.0 30.1
65+ 174 36.2
Child-bearin
ages 18-44** 25.0
Alaska Native**  Men 35-64 44.7 34.8
65+ 38.4 36.7
Women 35-64 39.2 24.8
65+ 13.2 211
Child-bearing
ages 18-44**x 44.2

*  Alaska Behavioral Risk Factor Surveillance System, 1994
** Alaska Behavioral Risk Factor Surveillance System, 1991-1993 .
***Smoking prevalences used to estimate infant deaths due to maternal smoking

Table 3.
Total Number of Deaths and Smoking Related Deaths by Gender and Cause
Alaska Residents: 1992-94
Male Female Total
Cause of Death (ICD-9)* ~ Number (%) Total ~ Number (%) Total Number (%) Total
Cardiovascular (390-448) 374 (30.8% 1214 159 (20.0%) 796 533 (26.5% 2010
Cancer (140-208) 358 (38.3% 933 188 (26.0%) 722 546 (33.0% 1655
Respiratory (460-519) 138 (52.8% 261 121 (50.0%) 242 260 (51.7% 503
Perinatal (740-79, 798.0) 8 (7.8% 103 6(6.0%) 101 14/(6.9% 204
Total (All Causes) 920 (21.0%) 4376 496 (17.8%) 2780 1416 (19.8%) 7159
Mnternational Classification of Diseases, Ninth Revision.
Alaska Medicine, Jan/Feb/Mar 1996 Page 15



RESULTS

Mortality .

An estimated 1416 deaths during the three year
period 1992-1994 were attributable to smoking, ac-
counting for 19.8% of the 7159 deaths during that time
(Table 3). Smoking accounted for 26.5% of all cardio-
vascular disease deaths. 33.0% of all cancer deaths,
51.7% of all respirator)' deaths, and 6.9% of deaths from
perinatal causes. _ _

Of the 1402 deaths attributable to smokln% among
adults. 912 were men, and 490 were women (Table 3).
Among women, smoking accounted for a smaller per-
centage of total deaths caused by cardiovascular disease
and by cancer than did smoking among men. The per-
centage of respiratory deaths were similar in men and
women. Alaska Natives account for 23.2% (329) of the
smoking related deaths,lalthough they account for 16.5%
of the state’s J)opulatlon 12).  The distribution of
smoking related deaths for Alaska Natis ~sis similar to
that seen for all Alaskans (Table 4).

Economic Costs . .
Direct medical care costs in 1993 due to smoking
related illnesses were estimated to be S96.49 million
(Table 5). Additional smoking related costs were an
Indirect mortality cost of S183.2 million and indirect

Table 4.

Total Number of Deaths and Smoking Related Deaths in Alaska

Alaska Natives: 1992-94
Cause of Death (ICD-9)* Nul ber (%)

Cardiovascular 5390-448) 105 (27.0%
Cancer (140-208) 115 (35.3%
Respiratory (460-519) 68 (43.6%
Perinatal %90-779,798.0) 7(10.9%

Total (All causes) 329 (18.0%)

*Intemational Classification of Diseases, Ninth Revisio.

morhidity cost of $15.94 million. The total economic
cost attributable to smoklnq related illness for 1993 is
estimated to be 5295.63 million.

DISCUSSION

. During 1992-94, there were an average of470 smok-
ing related deaths each year in Alaska which resulted in
economic costs approaching $300 million. Sm_okmg
results in more deaths than AIDS, alcohol, aircrart
crashes, falls, fires, firearms and motor vehicle crashes

(Figure 2).
Page 16
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In the U.S. ingeneral, men have been smoking longer
than women and most smoking deaths are caused by long
term use of cigarettes. Because smoking rates are now
similar for men and women, women may have higher
smoking attributable .mortaljtz in the future. Alaska
Natives are at even higher risk because of their higher
smoking rates.

The majority of Alaska smokers (83.7%) began
smoking between 10 and 20 years of age (13). In the
U.S., by the 1980's, almost no regular smoking began
after the age of IS (14). Therefore, efforts to decrease
tobacco use in the U.S. are being directed towards
school-age children and adolescents , including Ilmlltm%
advertising and access to cigarettes (15). Additiona
tobacco control efforts include developing and enacting
strong policies for clean indoor air, increasing excise
taxes, and increasing educational efforts.
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Table 5. o .
Economic Costs of Smoking in Alaska: Estimates for 1993

Smoking related direct costs* $96.490.000
Smoking related indirect mortality costs**  §183.200,000
Smoking related indirect morbidity costs**  S15.940,000
Total smoking related costs §295.630.000

* Calculation of direct costs based on 6.13% of total
medical care costs for Alaska for 1993 (51,573,000,000)
**Indirect mortality costs calculated using SAMMEC with a

3% discount rate and 1990 earnings data

tobacco products to children and adolescents:

proposed rule.

ADS 66

Aircraft Crashes ;&7
Alcohol 228

Falls 49

Fire 63

Firearms

Motor Vehicle
Crashes

Smoking
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Figure L. Alaska Resident Deaths by Selected Cause ; 1992-94. Mortality Data for Alaska Residents 1992-94,

Browded by the Bureau of Vital Records, Alaska Division of Public Health. 1CD-9 Codes: Aircraft crashes:

40-845; AIDS 42-44 ; Alcohol 291, 303, 305, 357.5, 535.3,425.5.790.3, 860,571.0-571.3; Falls 880-888;
Fires 890-899; Firearms 922,955,965,970,985; Motor vehicle crashes 810-825.
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Prevention That Works

ABSTRACT

The solution to the problem of tobacco use is
complicated when adolescents are faced with numer-
ous risk factors. Alaska has a partnership between
federal, state, and private interest groups and indi-
viduals who are committed to addressm%the prob-
lem. This Partn_e(shlp is being expanded through the
creation of additional local alliances. Each of the
partners has influenced state Bo||0|f~ . the contri \of
the use of tobacco products. Because of the difficulty
in changing adolescent behavior through education
and information there is a need to decrease access to
the offending products. A proven way to decrease
access and adolescent use of tohacco products is
tra|3|ng the cost of the products through higher excise
axes.

THE PROBLEM

Simply stated, the problem is the increased eco-
nomic burden to the state and to individuals, decreased
quality of life, increased morbidity and early demise
associated with tobacco use. It is difficult to imagine
anyone who is not at least aware of the basic problem.

Unfortunately, we have a major hiatus between
knowledge and practice. | recently had the good fortune
to hear Judge Dennis A. Challeen (1) lecture on how
people of good sense end up in court.  The good judge
starts with the explanation that %ou.and most readers of
this article are NORPs. A NORP is a normal ordinary
responsible person. We take information and process it
ina way that leads to the correct choice. Unfortunately,
most NORPs undergo NORP WARPS. These are best
described as out of character behavior followed by self-
correction and return to responsibility. It is durln% these
WARPS that NORPS commit acts that can get them in
trouble with the law or other standards set by sometg.
Think of the loyal and faithful hushand who was caught
in a compromising position the one time he wandered
beyond the bounds of holy matrimony. He can be paying
for that action for the rest of his life.

This gets us to the underlying cause of THE PROB-
LEM. Teensare JUNIOR NORPs experiencing aMEGA
NORP WARP. Ihis is the time in which they are most

(1) Director, Division ofPublic Health, State of Alaska,
Dept, of Health* Social Services, Juneau, AK

99501,
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vulnerable to high risk experimentation. Nearly 84% of
Alaskan adults who smoke started smoking between the
ages of 10and 20. In Alaska, 27% of 12th grade girls and
18% of 12th grade boys reported daily use of cigarettes
ina 1989 survey (2).

A SOLUTION

Just imagine if we had no automobiles and roads.
The consequence would be that we would have no auto
accidents and no traffic violations. The same can be said
for tobacco and problems related to its use. However,
automobiles, roads, and tobacco will be with us until we
come up with a better means of daily transportation and
a substance thatis equally addictive and as well financed
as tobacco. N

Tobacco industry advertising has been extremely
successful in affecting teenage use of tobacco. (3) Edu-
cation efforts have not been equally efficient in revers-
mgi1 the trend..leltln%. access to tobacco, alcohol,
unhealthy practices and |gh risk behaviors are effective
ways to assist our JUNIOR NORPs through the MEGA
NORP WARP. .

An analysis of countries around the world shows the

owerful relationship between price and consumption.
F4) The Canadian experience has demonstrated a direct
negative correlation between increased tobacco tax and
teenage use of cigarettes (Figure 1).

FEDERAL POLICY

~ The Food and Drug Administration (FDA) Commis-
sioncrDavid Kessler has called smoking addiction among
>§oung people “ a pediatric disease” and an “epidemic.
here has been no progress in reducing teenage smoking
rates in the last decade despite continuing progress
against adult smoking. The most recent data indicate
that smokmg.amon? young people actuallg increased
since 1991, with the ar%est Increase among the youngest
smokers. There was a 30% increase in smokln% among
8th graders between 1991 and 1994. Between 1970 an
1986, the use of snuffincreased 15 times and the use of
chewing tobacco increased four umes among male ado-
lescents ages 17-19. 55) _ .
On August 10, 1995, President Clinton announced
proposed rules that will allow the FDA to affect the sale
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Figure 1: Real cigarette prices and cigarette smoking among Canadians
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Source: Statistics Canada, Labour Force Survey, 1991; Canadians and Smoking: An Update.

Health and Welfare, Canada, 1991.

and distribution of nicotine-containing cigarettes and
smokeless tobacco product to children and adolescents

The regulations would not only reduce children and
adolescent access but will also affect the amount of
positive imagery that makes these products so appealing
to them. Cigarette vending machines, free samples,
mail-order sales, and self-service displays would be
prohibited. The objective of the proposed rule is to help
the nation meet “Healthy People 2000” objectives on the
adolescent use of tobacco products.

Federal Law (the Synar amendment) mandates state
level enforcement of laws reducing youth access to
tobacco products and requires states to reduce adoles-
cent access to tobacco products. Failure to do so will
result in the withdrawal of federal alcohol and substance
abuse grant funds. (6) Because of the huge tobacco
industry war chest, Federal policies leading to the fund-
ing of local tobacco control activities has been critical.
CDC and other federal agencies have supported local
rapacity for tobacco prevention and control activities.
CDC has funded 5-year grants to states for Initiatives to
Mobilize for the Prevention and Control of Tobacco Use
(IMPACT). The Federal Environmental Protection
Agency (EPA) provided special funding to the Alaska
Health Fairs for health displays, to the Cancer Society
for staffing of Smokeless Class 2000.

Alaska Medicine, Jan/Feb/Mar 1996

Not everyone agrees with the role of government in
setting health policy, but no one can deny that many of
the positive changes experienced could not have taken
place without such action. It is, however, critical that the
public influence the directions taken by government
policy. About fifteen years ago in my efforts to initiate
a smoke-free environment in the Portland Federal Build-
ing, | found the greatest obstacles to be federal regula-
tions, policies, and personal bias. Thanks to the Clean
Indoor Air Act and related regulations, we no longer
have to endure irritating and harmful smoke in our work
environment, can travel in smoke-free planes, and enjoy
a meal without the stench or acrimonious pall of tobacco

smoke.
STATE POLICY

Governor Knowles has committed this administra-
tion to reducing adolescent use of tobacco. Based on the
awareness that high cost of tobacco products will reduce
the use of tobacco products by children, he has endorsed
an increase in the state tobacco tax. Governor Knowles
has stated his hopes that the higher tax “doesn’t raise a
single dollar” because it is successful in reducing to-

bacco use.
The role of Alaska’'s Department of Health and
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Social Services in ihe prevention of tobacco use is within
statutory obligations for promoting and preserving pub-
lic health. The state has a responsibility for compiling
data and for producing appropriate information to guide
the formulation of sound policy. The state should slso
provide technical supportand access to resources needed
for constructive statewide and community based inter-
ventions.

The Division of Public Health Behavioral Risk Fac-
tor Surveillance System (BRFSS) (7) supported by state
and federal funds has for several years collected and
analyzed risk behavior information. Information from
this and the Youth Behavior Risk Survey recently con-
ducted through the joint effort of the Department of
Education and Division of Public Health are reported in
this issue. Information gained through these sources as
well as other data bases such as the Bureau of Vital
Statistics, the Alaska Native Cancer Registry main-
tained for many years by Dr. Anne Lanier, and the
Report of Cancers in Alaska Natives ( 8) will be avail-
able to assist in developing sound tobacco policy for our
state.

State tobacco control policy is guided by the Alaska
Cancer Control Plan (9) and Healthy Alaskans 2000
(10). The focus of the policy is on reducing youth access
to tobacco products, limiting tobacco product advertis-
ing, clean air, early childhood education, and the support
of tobacco control advocacy activities.

The primary state role in tobacco control activities
has been one of facilitation and support and often to get
out of the way of the many organizations and individuals
commited to the elimination of tobacco use. The Divi-
sion of Public Health has been successful in competing
for federal funds which have in turn been used to support
community prevention activities and a statewide to-
bacco control coalition of over 220 organizational and
individual members. The Alaska Tobacco Control
Alliance (ATCA) advises the Division of Public Health
on strategies, goals, and activities important to the
reduction of tobacco use. An additional function of the
Alliance is to provide a forum for statewide communi-
cation, advocacy, and the coordination of state tobacco
control and prevention activities. The number one pub-
lic policy goal of the ATCA is a major increase in
tobacco tax rates.

The impressive membership of the ATCA steering
committee includes representatives of: Alaskans for
Drug Free Youth, Municipality of Anchorage, Bristol
Bay Area Health Corporation, Tanana Chiefs Confer-
ence, State of Alaska Division of Alcoholism and Drug
Abuse, Yukon-Kuskokwim Health Corporation, KD
Consulting, Nome Community Center, Alaska Native
Health Board, Alaska Area Native Health Service, Alaska
Health Fair, American Lung Association, Rural CAP
Headstart, Alaska Dental Society, State of Alaska Sitka
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Teen Resource Center, Anchorage School District, De-
partment of Health and Social Services, Division of
Public Health, Alaska State Medical Association, Alaska
Public Health Association, and the Alaska Council on
the Prevention of Alcohol and Drug Abuse.

The Alaska Tobacco Control Program presently
funds six local tobacco alliances (Juneau, Sitka,
Ketchikan, Unalaska, Bethel, and Nome). The goal for
FY97 is to establish a total of 20 tobacco alliances
located in communities of 2,500 or more. These 20
alliances will reach 71% of the population in Alaska.

We Alaskans have a clearly defined problem with
tobacco use and we can measure the adverse outcomes
(see Schumacher in this issue). We have a federal-state-
community partnership and a committment to deal with
the problem. However no solution can be achieved
without addressing the highly seductive and highly
addictive nature of tobacco products. Simple guidance
and education are not enough to influence them into
making the “right” choice.

Reducing access to health risk products is one of the
most effective measures available, and raising the cost
of tobacco products through a higher excise tax is a
proven method.
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The Prevalence of Tobacco Use Among Alaska
Adults

ABSTRACT

The Alaska Division of Public Health monitors the
prevalence of smoking and other tobacco use among
Alaska adults through the Alaska Behavioral Risk
Factor Surveillance System, a telephone survey per-
formed in cooperation with the U.S. Centers for
Disease Control and Prevention (CDC). A total of
approximately 1530 interviews are completed each
year in Alaska by specially trained interviewers.

The prevalence of smoking among Alaska adults
in 1994 (28.9 %) was second highestin the U.S. Alaska
Natives have higher smoking rates (42.9%). Overall,
smoking rates have declined in the fast three decades
nationally. However, in recent years, little change
has been found in the prevalence of smoking among
adults. Alaska’s rate of smokeless tobacco use has
also been higher than the national rate of use. The
majority of Alaska smokers (83.7%) began smoking
between 10 and 20 years ofage. In 1994, an estimated
121,000 Alaska adults aged 18 and older were current

smokers.
INTRODUCTION

Because tobacco is one of the leading preventable
causes of death and disease in the U.S. and in Alaska, the
Alaska Division of Public Health monitors the preva-
lence of smoking and other tobacco use in Alaska
through the Alaska Behavioral Risk Factor Surveillance
System (BRFSS). The Alaska Division of Public Health
implemented the BRFSS in 1990 with a point-in-time
survey and has collected data continuously since Janu-
ary 1991. The survey is performed in cooperation with
the U.S. Centers for Disease Control and Prevention
(CDC) and gathers state based information about health
related behaviors of Alaska adults through an ongoing
telephone survey.

We report information from the Alaska BRFSS about
smoking and other tobacco use among Alaska adults.

(1) BRFSS Coordinator, Section of Community Health and
Emergency Medical Services. AK Division of Public
Health, PO Box 110616, Juneau. AK 99811-0616.

(2) AK Division of Public Health, Section of Epidemology,
PO Box 240249, Anchorage, AK 99524,
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Patricia Owen()
Diane E. Ingle@@
Catherine Schumacher, MD, MSPH (2

METHODS

Alaska is one of the 50 states or territories participat-
ing in the nationwide BRFSS. Specially trained inter-
viewers conduct 128 interviews each month using a
standard BRFSS questionnaire. Interviews are con-
ducted over the telephone using randomly selected
telephone numbers. Respondents are selected from
among the adult members of the household (age 18 years
and older). A total of approximately 1530 interviews
are completed each year in Alaska. Data are analyzed
by the CDC and the Alaska Division of Public Health,
and are weighted to adjust the survey sample to represent
the state adult population. Alaska uses a stratified
sampling design, in which the state is divided into four
regions.

The BRFSS does not include persons living in insti-
tutions, such as dormitories, barracks or nursing homes.
In addition, households without telephones are excluded.
Telephone coverage is about 92% in Alaska although
coverage varies by region (1).

Current smokers are defined as those who have
ever smoked 100 cigarettes and who smoke now. In this
report, we use the 1994 BRFSS data unless otherwise

stated (2).
RESULTS

1994 Results

The prevalence of smoking among Alaska adults in
1994 (28.9%) was second highest in the U.S.; Nevada
had the highest prevalence (29.1 %). The national range
was 15.0%-29.1%, with a median of 22.6% (3). Men
were more likely to be smokers than were women
(31.8% of men versus 25.7% of women). The age group
with the highest smoking prevalence rates (37.6%) is
18-24 years.

Married persons were less likely to be smokers than
persons who were divorced, widowed or never married
(Table 1). Education was strongly related to smoking
status (Table 2). Only 10% of college graduates
reported smoking as compared to 44.5% of those with
less than a high school education. Employment is also
related to smoking; individuals who reported being
out of work were most likely to be smokers (Table 3).
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Table 1.
Smoking Prevalence by Marital Status

Marital Status % Current Smokers

Married 234

Divorced 35.6

Widowed 34.8

Never Married 39.7

Unmarried couple 38.2
Table 2.

Smoking Prevalence by Education

Level of Education % Current Smokers

Some high school or less 445
High school graduate or GED 37,3
Some college or technical school 311
College graduate 10.2

In Alaska, persons living in the bush area were more
likely to be smokers (Figure 1).

Smoking Prevalence among Alaska Natives

Alaska Natives had higher smoking rates than the
state rate (42.9% versus 26.6%)(1991-1993 BRFSS).
BRFSS data showed that 46.5% of Alaska Native men
smoke and 39.3% of Alaska Native women were current

smokers.

Table 3.
Smoking Prevalence by Employment Status

Employment % Current Smokers

Employed 28.1

Out of work 41.1

Homemaker 255

Student 28.6

Retired/unable to work 285
Table 4.

Alaska Adults Who Have Quit Smoking

Smoking Status %
Ever smoked 100 cigarettes 55.9
Quit smoking 48.2*
Quit in past year 30.9**
Quit 1-15 years ago 46.6**
Quit over 15 years ago 22.5**

* Among those who ever smoked
*Among those who quit smoking

Trends in Alaska Smoking

In Alaska, smoking rates have declined. In 1982,
a point-in-time survey found that 37% of adult Alas-
kans were current smokers, including 40% of men and
35% of women (4). The decline in smoking in Alaska
corresponds to a national decline (5). In recent years,
the BRFSS has shown little change in the prevalence

Figure 1: Smoking Prevalence in Alaska by Region: 1994 Behavioral Risk Factor Survey.
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of smoking among adulis. In 1991, 1992, 1993 and 1994
the prevalence of smoking was 26.0%, 28.0%. 25.8%
and 28.9%," respectively.

Smoking Practices

About one-half of Alaskans who have ever smoked
have quit (Table 4). Among current smokers, 74.0%
reported they would like to stop smoking (1993 BRFSS
data). In 1994, half of all Alaska adults who smoked had
tried to stop for at least 1day in the past year.

The majority (83.7%) of Alaska smokers began
smoking between 10 and 20 years of age (6). Almost
20% ofthose who have smoked in the past 30 days smoke
more than 1 pack per day (Table 5).

Smokeless Tobacco

Current use of smokeless tobacco (chewing tobacco
or snuff) was reported by 9.5% of Alaska men and 1.3%
of women. Alaska’s rate of smokeless tobacco use was
higher than the national rate (5), based on 1991 data
(Table 6). Use of smokeless tobacco products was
higher among Alaska Natives (11.3%) than among the
state as a whole (8.4%; 1991-93 BRFSS). The preva-
lence of smokeless tobacco use was highest in the Bush
area (14.0% of men and 9.5% of women).

DISCUSSION

An important Year 2000 Health Objective for the
Nation is to reduce cigarette smoking to a prevalence of
no more than 15% of people aged 20 and older (7). In
Alaska, 28.6% of adults aged 20 and older arc current
smokers, almost twice the Year 2000 Objective. Clearly,
Alaska has a long way to go.

Alaska has one of the highest smoking prevalence
rates in the United States. Alaska’'s smoking rates are
similar to those found in Nevada and in the tobacco-
growing states(5). Alaska Natives have even higher
smoking rates. An estimated 121,000 Alaska adults aged
18 and older are current smokers.2

Smokeless tobacco use (chewing tobacco and snuff)
is also higher in Alaska. The consumption of smokeless
tobacco has been increasing in the United Stales, and
most new users arc adolescent boys (10,11,12). Smoke-
less tobacco is a major risk factor for oral cancer (13).
Additionally, smokeless tobacco products contain nico-
tine, ana their use can supoort nicotine addiction and
may lead to cigarette use.

Almost all Alaska smokers, as well as U.S. smokers,
began smoking before 20 years of age. Efforts to

' The data for 1994 include people who smoke irregularly (about 1%).
2Using 1994 population age 18 and older and smoking prevalence of

28.9%.

Alaska Medicine, Jan/Feb/Mar 1996

Table 5.
Cigarette Consumption by Alaska Smokers

Packs per Day Smoked Percent*
1/2 or less 29.8
More than 1/2 to 1 51.0
More than 1 18.9

*Among those who have smoked in past 30 days

Table 6.
Current Use of Smokeless Tobacco

Comparison of Alaskr and U.S.,1991

Percent Current Users

U.Ss.* Alaska**
Men 5.6% 9.5%
Women 0.6% 0.9%

* National Health Interview Survey (5)
**Alaska Behavioral Risk Factor Surveillance

System. 1991 data.

decrease tobacco use in the U.S. are being directed
towards school-age children and adolescents . including
limiting advertising and access to cigarettes (14). Addi-
tional tobacco control efforts include developing and
enacting strong policies for clean indoor air, increasing
excise taxes and increasing educational efforts.
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Tobacco Use in Rural Alaska and the
Trampling Tobacco Project

Unlike in the “lower 48 states,” where tobacco was
originally grown and has been used ceremoniously by
Native Americans since ancient times, tobacco has a
relatively recent history among Alaska Natives (see
Fortuine and Reece in this issue).

What historians Find particularly striking about to-
bacco use in Alaska Native communities is the use of
tobacco by children, some of whom are very young.
Tobacco has been used on teething children to alleviate
the child’s discomfort. Alaska Native people have
stated that they did not know that tobacco was un-
healthy, and that they wouldn’t have used it had they
known. Within their communities, tobacco has been so
accepted that its use has not been questioned.

A traditional practice of some of the Native cultures
is to have a potlatch for a member of the clan who has
died. At this potlatch food and other items such as
tobacco are be given to the invited guests. Another
tradition was the burning as an offering food and other
things liked by the individual who had died. By includ-
ing tobacco, it became accepted and honored.

Reincarnation is a belief of some of the Alaska
Native cultures. If a child has been named after a loved
one who has died, the child is considered to be the
reincarnated individual. The child may be offered foods
that the person liked, because they feel the child is
asking for it. In the past it might have been a favorite
food, such as berries or fish. Tobacco has crept into this
part of the culture such that if the deceased individual
had used tobacco, it, too, would be offered to the child.

Some time after its introduction, tobacco began to
take on a ceremonial value in some Alaska Native
groups as a gift at potlatches or other ceremonial events.
Today, such ceremonial use continues in some commu-
nities.

Despite the fact that tobacco use has long been a
cultural norm in most Alaska Native communities, con-
cent about health effects has been growing in recent
years. The good news is that more and more Alaska
Natives are expressing a desire to quit tobacco, to avoid
exposure to second-hand smoke, and to help prevent
children from becoming addicted to nicotine.

The Alaska Tobacco Control Alliance (ATCA) is a
group of Alaskan people concerned about the use of

(1) Technical Advisor for Tobacco Control, Alaska
Native Health Board, 1345 Rudakof Circle,

Anchorage, Alaska.
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tobacco in their communities and their state. Members
of ATCA come from the Indian Health Sendees, Alaska
Office of Health Promotion, American Lung Associa-
tion, American Cancer Society, American Heart Asso-
ciation, the Native regional health corporations, tribal
organizations, private for-profit organizations, private
non-profit organizations, and individuals. It is from this
group that the Trampling Tobacco Project developed.
The Project is funded by a grant from the Robert Wood
Johnson Foundation specifically to reach Alaska’s rural
people. The Centers for Disease Control also support
Northwest Portland Indian Health Board in its proposal
to work with Alaska in developing clean indoor air
policies in Alaska Native rural communities.

The Alaska Native people, as otherindigenous people,
have been negatively affected by the infiltration of the
beliefs of other cultures and epidemics. This is exempli-
fied by “The Great Death,” which refers to the 1900
Alaska influenza epidemic. This epidemic killed up to
60% of Eskimo and Athabascan people. The loss of so
many people disrupted Native communities, leading to
a generation of people bom out of great suffering,
confusion, desperation, heartbreak and trauma. The
world of Native people had collapsed. Their way of life
was in question and their medicine men had not been
able to conquer the disease.

This set the stage for modem Natives to develop an
attitude which some still hold. For example, not to talk
about death or to act as if it had never happened. Today
this attitude is the way some deal with disease and death.
This new Native questioned his own way of life and
embraced the new culture, abandoning his own. They
were willing to be a part of the new world and to be lead.

Today, Native people are seeing the value of their
past way of life and are bringing back some of the
traditions to fit into llie world they now live in. They are
taking back control of their lives, but some beliefs are
still present that will have to be changed.

In May 1995 rural Alaska Natives from around the
state met in Anchorage and organized a group called
STUN (Stop Tobacco Use Now). They addressed three
areas: 1) sharing concerns about tobacco use: how
tobacco use is a problem in their community; 2) atti-
tudes, values, customs, and practices that contribute to
tobacco use; and 3) what can be done to reduce tobacco
use. The strategic plan which was developed addresses
six aspects of the tobacco issue: |) norms and social
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attitudes; 2) psycho-social dynamics; 3) cultural; 4)
confrontational issues; 5) tribal leadership and clergy
support and 6) education.

At the meeting, STUN members discussed the diffi-
culty of approaching elders on tobacco use. Some stated
that they felt guilty in asking people to give up tobacco
because there are other substances that the Native people
are being asked to give up that are perceived as being
even more destructive to the Native way of life than
tobacco, such as drugs and alcohol.

The STUN members stated that not only did many of
the Native people not realize that tobacco was a health
risk, some did not know that tobacco causes cancer.
People were not intentionally hurting their children by
offering them tobacco. Tobacco had become a part of
the community, therefore it was important that action be
taken at the community level. The norm would have to
be changed by informing people and encouraging all
leaders to be positive role models.

Even if leaders used tobacco, they should not use
tobacco in the presence of children, and should discour-
age youth from smoking and chewing, limit sales of
tobacco to children and develop clean indoor air poli-
cies.

Many of the health providers in the community also
use tobacco because it has been socially accepted. The
members stated that they need to be able to develop
support programs to assist the providers and other com-
munity members in quitting.

A STUN member stated that Native people learn by
watching, so when the time comes for a child to act, he/
she does it correctly the first time. A concern for Native
people in dealing with smoking cessation classes is that

they should be able to succeed the first time. If they fail,
they feel discouraged and are unlikely to try again.
The members stated it was important for them to
continue to combat tobacco use in their communities
and agreed to continue to stay in contact with each other.
The members have been hoiuing monthly teleconfer-
ences, brainstorming ideas as to what they could do to
reach their community leaders. They agreed to develop
a video from each region, and to combine the segments
into one and make it available to all. The video will
include testimonials of persons suffering from tobacco-
related diseases and of persons who have tried to quit,
both successfully and unsuccessfully. A resource packet
has been developed and has been sent out to 150 commu-
nities to assist these and other anti-tobacco advocates in
their work against tobacco use. Forty members of STUN
have been trained in the “Community Oriented Tobacco
Project.” This curriculum, developed by rural Alaska
Native communities forrural people, involves the school,
a community member, and a tobacco coordinator who
work together with the community in educating and
motivating people to combat tobacco use. The Tram-
pling Tobacco Project also sponsors an Iditarod musher,
supports tobacco control PSAs and media events, and
provides mini-grants for community tobacco control

projects.
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Tobacco Use Among Alaska Youth

ABSTRACT

The Youth Risk Behavior Survey (YRBS) is a
national school-based survey used to monitor health
risk behaviors that contribute to the leading causes of
mortality, morbidity and social problemsamong youth
and adults in the United States. Tobacco use is one of
the behaviors monitored. Both high school and middle
school surveys were administered to a representative
group of Alaska high school and middle school stu-
dents for the first time in 1995. Surveys were admin-
istered in a confidential and anonymous manner,
taking care to assure student privacy. A total of 1,634
high school students and 1,265 middle school stu-
dents completed surveys.

Thesurvey found that Alaska high school students
have smoking rates higher than the national rate and
that Alaska Native youth have even higher smoking
rates. Furthermore,smokingis notuncommon among
Alaska middle school students.

Among high school students, 36.5% were current
smokers (had smoked in the past 30 days) and 21.1 %
had smoked on 20 or more of the previous 30 days.
Boys were more likely than girls to report having
used chewing tobacco or snuffin the 30 days prior to
the survey (23.5% ofboysand 6-7% ofgirls). Smoke-
less tobacco use increased with grade level so that
29.1 % of high school senior boys had used smokeless
tobacco products within the previous 30 days. Over
60% of Alaska Native students reported smoking in
the previous 30 days, 43.7% reported smoking 20 or
more of the previous 30 days and 22.5% reported
using chewing tobacco or snuff in the previous 30
days. Over half of middle school students reported
having tried smoking at least once; about one-fourth
smoked at least one day in the past 30 days and 5.6%
smoked on 20 or more of the past 30 days.

(1) Alaska Division of Public Health, Section of
Epidemiology, P.O. Box 240249, Anchorage,
Alaska 99524.

(2) Alaska Department of Education, Div of Teaching
and Learning Support, Juneau, Alaska 99801 -1894.
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INTRODUCTION

The Youth Risk BehaviorSurvey (YRBS) was imple-
mented by the Alaska Division of Public Health and the
Alaska Department of Education in 1995 in cooperation
with the National Centers for Disease Control and Pre-
vention (CDC) (1). The YRBS is a national survey
developed by the Division of Adolescent and School
Health at CDC in collaboration with 71 state and local
departments of education and 19 federal agencies. The
survey is a component of a larger national effort to assess
priority health risk behaviors that contribute to the
leading causes of mortality, morbidity and social prob-
lems among youth and adults in the United States. The
YRBS survey examines six categories of adolescent
behavior: behaviors that result in unintentional and
intentional injuries: tobacco use; alcohol and other drug
use; sexual behaviors; dietary behaviors, and physical
activity. We report information from the Alaska YRBS
about smoking and other tobacco use among Alaska

youth.

METHODS

The YRBS was administered to a sample of Alaska
high school (grade 9-12) and middle school (grades 7-8)
students during the spring of 1995. The high school
survey consisted of 84 multiple choice questions; the
middle school of 54 multiple choice questions. Students
filled out the surveys during regular class time.

All public schools in Alaska with students in grades
9-12 for the high school survey and students in grades 7-
8 for the middle school survey were eligible to be
selected in the sample. Special education and English as
a second language classes were excluded at the class-
room level. Group home, correspondence and correc-
tional schools were also excluded from the sample. A
sufficient number of students were selected to give a
+5% margin of error for each question.

A two-stage sample design was used. In the first
stage sampling, schools were selected from all public
schools at the high school and middle school level in
propoition to their enrollment size. For the second stage
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sampling, classes of a required subject or a required
school period were randomly selected. All students in
the selected classes were eligible to participate in the
survey. Students, parents, schools and school districts
had the opportunity to decline participation.

Teachers were given a script to read to students
which established guidelines for student privacy and
anonymity and the importance of the survey. Each
student was given an unmarked envelope in which to
seal his or her survey before turning it in. These survey
envelopes remained sealed until received at a central
state collection site.

The state survey was analyzed by the CDC and
Westat, Inc, a CDC contractor. Analysis included the
scanning of the surveys and performance of extensive
edit checks to identify survey inconsistencies. The data
were weighted to adjust the survey sample to represent
the state youth population. The weighted data make it
possible to generalize the results to all Alaska middle
and high school students defined by the sample.

At the same time that Alaska implemented the YRBSS,
a national YRBS was conducted at the high school level.
At the time of this report, the 1995 national results are
still being analyzed. Therefore, the report provides the
1993 national high school results as a comparison (1). A
national YRBS at the middle school level has not been
done. Therefore, national comparisons are not available
for the middle school results.

RESULTS

Participation

At the high school level, 38 schools were selected.
Of the 38 schools, 31 chose to participate in the survey
resulting in a school response rate of 82%. Within the
schools that participated, the student response rate was
78%, resulting in 1,634 respondents (Table 1). At the
middle school level, 40 schools were selected as part of
the statewide sample. Of the 40 schools, 32 participated,
resulting in a middle school response rate of 80%. At
this level, 80% of the sampled students completed the
surveys, resulting in 1,265 respondents (Table 2).

High School Results

Alaska high school students were more likely to be
current smokers and frequent smokers than were U.S.
students (Table 3). Smoking rates were similar for boys
and girls. Alaska students who are older and in higher
grades were more likely to be frequent smokers (smok-
ing 20 or more days of the previous 30 days) (Table 4).
However, almost 20% of ninth graders were frequent
smokers.

Of Alaska high school students who had smoked in
the past 30 days, the most common ways of obtaining
cigarettes were: borrowed from someone else, someone

Alaska Medicine, Jan/Feb/Mar 1996

Table 1.
Demographic Characteristics of High School

Respondents: 1995 Alaska Youth
Risk Behavior Survey

Unweighted Weighted

Number Percent
Age(years)* <=15 597 36.5
16-17 821 48.1
>=18 215 15.3
Sex* Male 821 47.6
Female 807 52.4
Grade 9th 497 29.8
10th 383 25.8
11th 477 23.0
12th 269 21.0
Ungraded/other 8 0.4
Race White-not Hispanic 1147 68.3
Black-not Hispanic 87 5.2
Hispanic or Latino 53 3.3
American Indian or
Alaska Native 184 15.0
Asian or
Pacific Islander 75 4.3
Other 62 3.9

enumbers may not total 1,634 because of missing
responses

Table 2.
Demographic Characteristics of Middle School

Respondents: 1995 Alaska Youth
Risk Behavior Survey*

Unweighted  Weighted

Number Percent
Age (years) <=12 200 15.8
13 591 46.8
>=14 474 374
Sex** Male 651 52.3
Female 608 47.7
Grade** 7 636 50.6
8 606 48.0
Other 15 13

othe middle school questionnaire did not include a
question on race/ethnicity.

eenumbers may not total 1,265 because of missing
responses

Page 27



Table 3.

Cigarette Smoking Among Alaska and U.S. High School Students: 1995
Alaska Youth Risk Behavior Survey
and 1993 U.S. Youth Risk Behavior Survey

Total Boys Girls
Alaska U.S. Alaska U.S. Alaska U.S.
1995 1993** 1995 1993** 1995  1993**
%* ever tried
smoking 72.1 69.5 71.4 70.1 72.8 68.7
%* smoked on > 1
of the past 30 days 36.5 305 36.4 29.8 36.5 31.2
%*
smoked on > 20
of the past 30 days 21.1 138 214 14.0 20.6 135
* Percent of all high school students
eeSource: Reference 1
Table 5.

Table 4.
Percent of Alaska High School Students Who are

Frequent Smokers* by Age and Grade:
1995 Alaska Youth Risk Behavior Survey

asked to show proof Ol age.

Boys were more likely than girls
to report having used chewing to-
bacco or snuffin the 30 days prior
to the survey (Table 6). Alaska
girls were more likely to use smoke-
less tobacco than were U.S. girls.
Smokeless tobacco use increased
with grade level, so that 29.1% of
high school senior boys had used
smokeless tobacco products within
the previous 30 days. However, the
data suggested that frequent use
(use on 20 or more of the previous
30 days) was more common among
boys aged 16 and 17 (Table 7).

Alaska Native students reported
higher rates of smoking and of
smokeless tobacco use than the state
rate. Over 60% of Alaska Native
students reported smoking in the
previous 30 days, 43.7% reported
smoking 20 or more of the previous
30 days and 22.5% reported using
chewing tobacco or snuff in the
previous 30 days (Table 8).

Usual Source of Cigarettes for Alaska High School
Students:
Risk Behavior Survey

1995 Alaska Youth

Usual Source of Cigarettes %*
%** Frequent Smokers Borrowed 28.0
Age 15 or less 16.9 Bought at a store 26.3
Age 16-17 22.1 Someone else bought 26.1
Age 18+ 215 Some other way 12.6
Stole them 51
Grade 9 19.7 . .
Grade 10 178 Vending machine 19
Grade 11 23.1 * % of students who smoked in past 30 days.
Grade 12 247

Table 6.

¢Frequent smokers = smoked on 20 or more of the

previous 30 days
+ePercent of all high school students

else bought the cigarettes, or the student purchased his/
her own cigarettes (Table 5). Few used vending ma-

. . Alaska Boys
chines. Those aged 18 and older were more likely to buy Us. B Z*
. . . .S. Boys
their own cigarettes in stores, whereas younger students y_
- . Alaska Girls
were more likely to borrow cigarettes. Even so, almost .
U.S. Girls**

12% of students aged 15 or less bought cigarettes in a
store. Of students who bought cigarettes in a store in the
30 days prior to the survey, only 31% reported being
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Use of Chev ing Tobacco and Snuff

among Alask Xand U.S. Students:
Alaska Yo.ith Risk Behavior Survey

and 1993 U.S. Youth Risk Behavior Survey

1995

o=
235
204
6.7
2.0

*% ofall high school students who used chewing tobaccc
or snuff in the past 30 days
**Source: Reference 1



Table 7.
Use of Chewing Tobacco and Snuffamong

Alaska High School Boys by Age and Grade:
Alaska 1995 Youth Risk Behavior Survey

%¢+¢ who are
frequent users***

%* who are
current users**

Age 15 or less 165 55
Age 16-17 26.1 8.2
Age 18+ 29.8 6.6
Grade 9 19.6 7.0
Grade 10 22.0 6.5
Grade 11 25.3 8.3
Grade 12 29.1 6.2

#Percent of all high school boys
¢eCurrent use = used at least once in past 30 days
seeFrequent use = used on 20 or more of the previous

30 days

Table 8.
Tobacco Use by Alaska Native High School
Students: 1995 Alaska Youth Risk
Behavior Survey

%
%e who ever tried cigai nte smoking 90.7
%e who smoked in the pa't 30 days 61.9
%* who smoked on 20 or i tore of
the past 30 days 43.7
%e who have used chewing tobacco
or snuff in the previous 30 days 225

oPercent of all Alaska Native high school students

Table 9.
Tobacco Use by Alaska Middle School Students:
1995 Alaska Youth Risk
Behavior Survey

%

%e who ever tried cigarette smoking 58.3
%+e who smoked in the past 30 days 24.8
%e who smoked on 20 or more

of the past 30 days 5.6
%+e who have ever used chewing

tobacco or snuff 30.3

ePercent of all Alaska middle school students
(Grades 7 and 8)

Alaska Medicine, Jan/Feb/Mar 1996

Middle School Results

Over half of middle school students have tried smok-
ing at least once; about one-fourth smoked at least one
day in the past 30 days and 5.6% smoked on 20 or more
of the past 30 days (Table 9). The results are similar for
boys and girls, with the exception of smokeless tobacco
use. Boys are more likely to report ever having used
chewing tobacco or snuff than are girls (37.3% versus
22.1%).

The most common way middle school students ob-
tained cigarettes is by borrowing them from someone
else f*7.2% of smokers): very few middle school smok-
ers reported purchasing cigarettes at a store or vending

machine.

DISCUSSION

Alaska adults have one of the highest smoking
prevalence rates in the United Stales, similar to those
found iu Nevada and in the tobacco-growing states (2).
The YRBS results indicate that Alaska high school
students also have smoking rates higher than the national
rate. Alaska Natives have even higher smoking rates.
Furthermore, smoking is not uncommon among Alaska
middle school students.

Smokeless tobacco use (chewing tobacco and snuff)
is also used commonly by Alaska high school boys. The
consumption of smokeless tobacco has been increasing
in the United States, and most new users are adolc- :ent
boys (3,4,5). Smokeless tobacco is a major risk factor
for oral cancer (6). Additionally, smokeless tobacco
products contain nicotine, and their use can support
nicotine addiction and may lead to cigarette use.

The majority of Alaska smokers (83.7%), began
smoking between the ages of 10 and 20 years (7).
Tobacco prevention education within schools is one of
many interventions that can be effective at preventing
tobacco use among youth. A 1994 Alaska School Health
Education Profile survey conducted by the Alaska De-
partment of Education found that 83% of secondary
school principals reported that health education was a
graduation requirement in their school (8). However
61% also reported that students were only required to
take one health class from grade 6 through graduation.

Health education theories often are based on the
premise that behavior change involves a certain level of
knowledge about a behavior, attitudes that are support-
ive of the desirable behaviors and having the skills
necessary to use the desirable behaviors. The School
Health Education Profile found that 90% of health
teachers teaching tobacco use prevention reported teach-
ing to increase students’ knowledge, 87% taught to
improve students’ attitudes and 76% taught skills to
increase healthy behaviors (8).

An important Healthy People 2000 objective is for
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no more than 4% of boys age 12-24 years to be current

users of smokeless tobacco (9). Although the YRBS 4,
only measures youth who are in school, Alaska’s
estimate of 23% among high school boys indicates that
we have a long way to go,

The statewide YRBS provides descriptive data on
the what. who. where and when of tobacco use among
Alaska students. The questions of why and how cannot
be answered by this survey. However, the YRBS for the 6.
first lime provides our suite with baseline data that is
comparable to the nation.

REFERENCES 7.

1 CDC: Youth Risk Behavior Surveillance-United
States 1993. MMWR 1995; 44 (No. SS-1). 8.

2. CDC; Surveillance for selected tobacco-usc
behaviors-United States, 1900-94. MMWR 1994;43 9.
(No. SS-3).

3. Office ofEvaluations and Inspections. Spit tobacco
and youth. Washington. DC: USDHHS. 1992. DHHS

MEDICAL INFORMATION RESOURCE
CENTERS

Too little time? We can help.

Arc you forced to choose between time with family and the
medical journals that pile up? Arc you hindered by lack of
easy access to a medical library and time to research the latest
data so that your patients are sure of state-of-the-art diagnoses
and treatment? If this sounds like you, we believe wc can
help you, just as wc help other conscientious and very busy
practitioners.

Woc retrieve relevant information from the National Library of
Medicine and immediately send that information to you. We
provide instant access for any medical research., and
commonly provide monthly updates on any subject, as
narrowly or as broadly inclusive as you specify.

Call us for information. We can start a search for you today,
and begin your monthly updates immediately.

Wegive you time.

408-258-9360 FAX 408-259-9235

Page 30
#

Publication No. (OEI-062)92-00500.

Connolly GN, Orleans CT. Blum A: Snuffing
tobacco out ofsport. Am J Pub Health 1992;82:351-
3.

NIH: The health consequences of using smokeless
tobacco; a report of the Advisory Committee to the
Surgeon General. Bcthcsda, MD. USDHHS. PHS.
1986. DHSS Publication No. (NIH)86-2874.
Federal Register. August |l, 1995. Regulations
restricting the sale and distribution of cigarettes and
smokeless tobacco products to children and
adolescents: proposed rule

1992 Alaska Behavioral Risk Factor Surveillance
System: 1992 Annual Report, Alaska Division of
Public Health.

Alaska Department of Education, 1994 School
Health Education Profile Survey, Unpublished data.
Healthy People 2000, National Health Promotion
and Disease Prevention Objectives. USDHHS, PHS,
DHHS Publication No. (PHS) 91-50212.
Washington, D.C.: 1990.

Volume 38, Number 1



Tobacco Erases 30 Years of Progress:

Preliminary analysis of the effect of tobacco smoking
on Alaska Native birth weight

ABSTRACT

Objective: Investigate the relationship between
tobacco and/or alcohol use and Alaska Native birth
weight.

Methods: Data on weight, tobacco smoking and
alcohol use among Alaska Natives were abstracted
from 1989-91 Indian Health Service natality records
based on birth certificates.

Results: Birth certificate data were available for
9,175 live births. Single live births were analyzed for
8,994 Alaska Natives. In women with no tobacco
smoking the mean birth weight of their infants was
3,571 g; 1-5 cigarettes/day 3,429 Q; 6-10 cigarettes/
day 3,332 g (p < .05); and > 10 cigarettes/day 3,260 g
(p <.05). Infants of Alaska Natives who reported no
alcohol and no tobacco use had a mean birth weight
of 3,579 g; alcohol use but no tobacco use 3,452 g; no
alcohol but tobacco use 3,388 g; and both alcohol and
tobacco use 3,281 g. (p < .001)

Conclusions: The mean birth weight of infants
born to Alaska Native women with the highest use of
tobacco were reduced by over 300 g compared to non-
smoking Alaska Native women. Mean infant birth
weight of tobacco smoking Yup’ik women in 1989-91
were reduced by over 400 g, comparable to weights
reported in the 1960s.

(1) Alaska Area Native Health Service, Alaska Native
Medical Center, Department of Obstetrics and
Gynecology, Anchorage, Alaska 99501

(2) Alaska Area Native Health Service, Division of
Planning, Evaluation and Health Statistics

(3) Alaska Area Native Health Service. Alaska Native
Medical Center, Department of Pediatrics

(4) AlaskaArea Native Health Service, Maternal Child
Health Coordinator
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INTRODUCTION

In 1960-62 a cohort study in Southwest Alaska
revealed a profile of birth weight and infant mortality
similar to a third world country with low birth weights,
and infant mortality four times greater than that of U.S.
whites (1). In 1980, 20 years after the original study,
mean birth weight and infant mortality were similar to
that of U.S. whites, due in part to improved health care
and immunizations (2).

Maternal tobacco smoking during pregnancy has
been shown to decrease infant birth weight, both with
maternal smoking (3-5) and exposure to environmental
tobacco smoke (ETS) (6,7). Birth weight is further
decreased with the combined use of tobacco and alcohol
(8). As reported in this journal and elsewhere in the
literature, tobacco smoking and ETS have been associ-
ated with increased pediatric respiratory disease (7, 9)
and sudden infant death syndrome (10).

This study reports the relationship of tobacco smok-
ing and alcohol use and Alaska Native birth weight.

METHODS

This review of single Alaska Native live births is
based on Indian Health Service natality information.
The data set is derived from State of Alaska Bureau of
Vital Statistics birth certificate data for 1989, 1990, and
1991.

The Yup’'ik Inuit predominantly comprise the popu-
lation reported for the Yukon Kuskokwim Delta Service
Unit; Inupiaq Inuit in Kotzebue, Barrow, and Norton
Sound Service Units; Athabascan Indian in Interior
Service Unit; Tlingit, Haida, and Tsimshian are in-
cluded as Southeast Coastal Indians from Mt. Edgecumbe
and Annette Island Service Units; and Aleuts are in-
cluded in the mixture of Alaska Natives at the Alaska
Native Medical Center (ANMC). Tobacco smoking and
alcohol intake were recorded by the birth attendant from
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prenatal records without regard to trimester of use.
Smokeless tobacco use was not recorded during the
years reported.

Mean weights for each category were compared using
a two sided t-test with p < .05 for statistical significance.

RESULT

The total number of Alaska Native births reviewed
was 9,175 (3021 for 1989, 3099 for 1990. and 3055 for
1991). Of the 8,994 Alaska Native single live births,
there were 4,093 female and 4,195 male births of 20 or
more weeks gestation. The oveiall mean birth weight
was 3,501 g. The mean birth weights by race were:
Southeast Coastal Indian 3,581 g (n = 1,171, SE 16.7)(p
< .05); Athabascan Indian 3,489 g (n = 902, SE 18.0);
Yup’ik Inuit 3,471 g(n= 1,879, SE 13.2); Inupiaqg Inuit
3,468 g (n = 1,763, SE 13.5): and ANMC 3,475 g (n =
3,262, SE 9.9).

Tobacco smoking status was reported in 8,435 women.
For all Alaska Native births of women who reported no
tobacco smoking the mean birth weight was 3,571 g (n
=5,477, SE 7.38); 1-5 cigarettes/day 3,429 g (n = 1,025,
SE 16.4); 6-10 cigarettes/day 3,332 g (n = 1,324, SE
15.2, p < .05); and > 10 cigarettes/day 3,260 g (n =609,
SE 24.5, p < .05) (Figure 1)
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Figure 1. 1989-1991 Alaska Native mean birth weight in grams by
number of cigarettes per day (bar indicates 95% confidence interval)

For Yup’ik Inuit who reported no tobacco smoking
the mean birth weight was 3,512 g (n = 1,360, SE 14.6);
1-5 cigarettes/day 3,464 g (n = 116, SE 48.5); 6-10
cigarettes/day 3,248 g (n =86, SE 74.4, p < .05); and >
10 cigarettes/day 3,110 (n = 25, SE 1324, p < .05)
(Figure 2).

All Alaska Native births were categorized by use of
alcohol as well as tobacco. Among Alaska Native women
who reported no alcohol and no tobacco use the mean
birth weight was 3,579 g (n =5,632, SE 7.1); alcohol use
but no tobacco 3,452 g (n = 4,864, SE 8.9, p < .001);
noalcohol but tobacco use 3,388 g (n =5,120, SE 7.5, p
< .001); and both alcohol and tobacco use 3,281 g (n =
5,376, SE =7.7, p <.001) (Figure 3).
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Figure 2. 1989-1991 Yup'ik Inuit mean birth weight in grams by
number of cigarettes per day (bar indicates 95% confidence

interval)

Figure 3. 1989-1991 Alaska Native mean birth weight in grams by
tobacco smoking and use of alcohol (bar indicates 95% confidence

interval)

DISCUSSION

The mean birth weight of infants bom to tobacco
smoking Alaska Native women was lower than the mean
birth weight of infants bom to non-smoking Alaska
Native women. Women who reported the highest use of
tobacco had infants whose weights were 300 or more
grams lower. The mean 1989-91 birth weights of
tobacco smoking Yup’'ik women were lower than the
mean birth weight for non-smoking Yup’ik women by
over 400 g. The mean 1989-91 birth weights of tobacco
smoking Yup'ik women was similar to the birth weights
reported in 1960-62, when the infant mortality in the
Yup’'ik was 4 times that of U.S whites (1,2).

The observed lower birth weights with maternal
tobacco smoking among Alaska Native mirrors that
reported in North American Natives (3), as well as other
populations (4,5). Decreased birth weight has also been
reported with ETS. (6,7) The mean Alaska Native birth
weights were also observed to be significantly lower
with the combined use of alcohol and tobacco, as previ-
ously reported in Denmark (8). As shown in thisjournal
and elsewhere in the literature, maternal smoking and

Volume 38, Number 1



ETS have been associated with increased pediatric hos-
pitalization for respiratory disease (7, 9) and sudden
infant death syndrome (10). These d:..ta are more chilling
for the future when one considers that Alaska Natives
currently have one of the highest rates of smoking in
North America (11).

The mechanism of decreased birth weight in mater-
nal tobacco use appears in part to be associated with
vascular constriction and decreased uteroplacental blood
flow (12-15). Cotinine serum levels have been quantita-
tively associated with decreased mean fetal birth weight
(16). Ultrastruclual changes in placental 'rilli and fetal
capillaries have been documented in smoking mothers
and hypoxia, nicotine and carbon monoxide have been
shown to pass the placental barrier (17).

Though both alcohol and tobacco use are prevent-
able causes of decreased birth weight, these data confirm
that smoking makes a quantitatively larger contribution
(3). Public health measures in Alaska should concentrate
on elimination of maternal tobacco and alcohol intake,
as well as exposure to passive smoking, during preg-
nancy.
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Association between Maternal Smoking and

Severe Respiratory Syncytial Virus Infections
and Sudden Infant Death Syndrome

RESPIRATORY SYNCYTIAL VIRUS

Studies have clearly demonstrated that maternal
smoking is associated with increased risk of lower
respiratory illness (LR1) in the first few years of life.
Respiratory syncytial virus (RSV) is the most common
cause of lower respiratory illness, usually bronchiolitis
or pneumonia, in infants and young children. Respira-
tory syncytial virus-related LR | is responsible for 100,000
hospitalizations and 5,000 deaths in the U.S. annually
(1). In Alaska Natives, rates of RSV-associated hospi-
talization for children less than one year of age are 2 to
50 times the rates reported in other U.S. populations (2).

Passive smoke exposure has been shown to increase
airway hyperresponsiveness in young infants and is
related to persistent wheezing in grade school asthmatic
children. In a case control study by McConnochie and
Roghmann, any passive smoking and maternal smoking
were statistically significant predictors of bronchiolitis
(3). In a case control study by Duff et al, comparing
actively wheezing children under two years of age to
children without respiratory symptoms, a larger pronor-
tion of wheezing patients than controls were exposed to
tobacco smoke, and most of the smoke-exposed children
had cotinine levels (> 10 ng/ml) suggestive of heavy
smoke exposure (4). A threshold level at which passive
smoke exposure becomes clinically significant in caus-
ing or aggravating airway hyperresponsiveness has not
been defined. Higher rates of asthma and increased
usage of asthma medications have been documented in
children exposed to mothers who smoke at least one-half
pack ofcigarettes per day. McConnochie and Roghmann
found that maternal smoking was a powerful predictor of
wheezing even in older children up to age 13 (5).

SUDDEN INFANT DEATH SYNDROME

A population-based study conducted in Sweden as-
sessed risk factors for sudden infant death syndrome
(SIDS). All infants surviving the first week of life were
included (n =279,938). The overall rate of SIDS was 0.7
per 1000 first-week survivors; maternal smoking doubled

(1) Alaska Area Native Health Service, 250 Gambcll
Street, Anchorage, Alaska 99501.
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the risk. There was a clear dose-response relationship.
It is estimated that in some developed countries smoking
may be the single most important preventable risk factor
for sudden infant death syndrome (6).

Maternal smoking was established as a risk factor in
a U.S. study published in 1993 that compared 485 SIDS
cases with 1,800 control infants. Results showed that
the risk of succumbing to SIDS was four times higher for
babies whose mothers smoked during pregnancy than
for those whose mothers did not (7). Infants of mothers
who smokeu after the baby’s birth also had a greater risk
of SIDS, as did infants in households where the father or
another family member smoked, and the increased risk
was dose related (8).

In the 1988 National Maternal and Infant Health
Survey, review of a number of demographic, prenatal,
and environmental factors showed that, among charac-
teristics generally thought to be risk factors, only maternal
smoking during pregnancy was independently associ-
ated with SIDS. Data from this nationally representative
sample indicate that if women refrained from smoking
while pregnant, up to 30% of SIDS misht be prevented

(9).
REFERENCES

1. La Via WV, Marks MI, Stutman HR. Respiratory
syncytial virus puzzle: Clinical features,
pathophysiology, treatment, and prevention. J
Pediatr 1992;503-509.

2. Singleton RJ, Petersen KM, Berner JE, el al.
Hospitalizations for respiratory syncytial virus
infection in Alaska Native, children. Pediatr Infect
DisJ. 1995;14:26-30.

3. McConnochie KM, Roghmann KJ.
smoking, presence of older siblings, and family
history of asthma increase risk of bronchiolitis.
AJDC 1986:140:806-811.

4. DuffAL, Pomcranz ES, Gelber LE. Risk factors for
acute wheezing in inf nts and children: viruses,
passive Smoke, and IgE antibodies to inhalant
allergens. PEDIATRICS. 1993: 92:535-539.

5. McConnochie KM, Roghmann KJ. Wheezing at 8
and 13 years: changing importance of bronchiolitis

(continued on page 51)

Parental

Volume 38, Number 1



Smokeless Tobacco and Oral Disease

The oral effects of smokeless tobacco are numerous.
They include: oral and esophageal cancer; gum disease
with early tooth loss; tooth decay; and halitosis (1).
Women who do not smoke but use snuffchronically, are
50 times more likely to develop oral cancer than non-
users (2). Young people are not immune from developing
cancer and pre-cancerous lesions at the site of contact with
the tobacco. The figure below shows marked leukoplakia
in a 13-year-old Alaskan smokeless tobacco user.

Nationally there has been a dramatic increase in the
use of moist snuff, especially in young people (3).
Among Alaska Natives, there is widespread use of
cigarettes and smokeless tobacco by both children and
adults which exceeds the national average. Smokeless
tobacco use among Alaska Native children has been
reported in 13% of kindergarten children, increasing to
30% in high school (4). Results of a more recent study
indicate that as many as 68% of children 7-11 years old
reported they had used snuff in the past and as high as
52% had used it recently (5). There was no statistically
significant difference in use between boys and girls. Use
increased with age and positive correlations were found
with peer and family use. When these same children
were questioned, 96% said they understood that smoke-
less tobacco products could cause oral cancer!

The Oral Health Survey conducted by the Indian
Health Service in 1991 showed that in the Alaska Area
the number of observable oral soft tissue changes found
in school children which could be attributed to the use of
smokeless tobacco was 30% when all forms of oral

(1) Area Pediatric Dental Consultant, Alaska Native
Medical Center, 250 Gambell St., Anchorage,
Alaska 99501.
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manifestations were included (6). Three-fourths of these
lesions arc reversible within ayear if the habit is discon-
tinued.

Other studies substantiate the fact that smokeless
tobacco use in American Indians and Alaska Native
children is considerably higher (30-40%) than the same
age group in the general population (5). Rates of
occasional use of smokeless tobacco by American Indi-
ans and Alaska Natives are high even among the very
young— 74% of the girls and 90% of the boys reported
weekly use of smokeless tobacco began using it before
the age of 10.

It is obvious that children are not capable of compre-
hending the lifelong consequences of using snuff, nor
have they developed the refusal skills necessary to avoid
this dangerous habit. Use by family members, peers, and
community leaders encourages children to model those
they look up to. Experimentation generally leads to
chemical addiction. Abstinence from smokeless tobacco
results in signs and symptoms of nicotine deprivation
that are similar to those seen in smokers after they stop
smoking. Anecdotal reports of kindergartners placing a
pinch of snuff in carbonated beverages and downing it to
get a caffeine enhanced nicotine buzz are perfect ex-
amples of the type of experimentation and progression
to more powerful medications and combinations. This
progression has lead investigators to label snuff as a
“gateway “ substance since it frequently leads to the use
of cigarettes, alcohol, and illicit drugs.

Even more alarming is the fact that in the communi-
ties where these surveys were conducted, family and
community leaders did not consider smokeless tobacco
use by children to be a major health concern. Unless the
concern of these individuals can be raised; the future of
American Indian and Alaska Native will include poor
oral health.

Recognizing the above, community oriented preven-
tion strategies arc needed. Successful programs include
the development of coping and refusal skills, emphasis
on recognition of short term health consequences, and
the inclusion of influential community role models. As
health care providers we cannot allow children to be
passive participants in their own distruclion. Until they
reach the age where they can make informed indepen-
dent decisions about their own health they must be
protected and encouraged by those responsible for their

care.
(continued on page 51)
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Nutrition and Smoking Cessation

The fear of weight gain serves as a barrier for many
clients who have a desire to stop smoking. This fear is
founded on common knowledge and documented
changes. The average weight gain following smoking
cessation is about ten pounds and 15 % of women may
gain thirty pounds or more (1). The physician’s chal-
lenge is to help clients manage their expectations and
behaviors to keep the weight gain to a minimum.

PHYSIOLOGICAL MECHANISMS

The smoker has a higher total energy expenditure
than the non-smoker. The metabolic rate increases under
the influence of nicotine. Caffeine also increases this
rate, so frequently smokers have two agents acting to
increase their caloric expenditure. Nicotine does not
seem to have an appetite suppressant effect, nor does
transdermal nicotine prevent weight gain. Smokers also
have increased levels of lipoprotein lipase, the enzyme
which facilitates removal of lipid from the blood and
entry through the capillary' wall into the adipose cell.
This level does not decrease immediately at cessation of
smoking and may be a factor in the weight gain that is
common after quitting (2).

The use of dexfenfluoramine or fluoxetine did not
prevent the weight gain associated with smoking cessa-
tion. The serotonergic drugs reduced initial weight gain
following smoking cessation, but when they were
discontinued, weight increased. Clients had a total weight
gain similar to those who had not had drug therapy (3).
Helping clients reframe the weight gain as the weight
they would be if they had not been a smoker has been
suggested (4). It is important to emphasize that the
health risks from smoking remain greater than those
from additional weight.

Components in cigarette smoke are implicated in
free radical mechanisms of protein damage. To compen-
sate for this, the Recommended Dietary Allowance for
ascorbic acid (Vitamin C) is forty milligrams more per
day for the smoker (5). Functions of other anti-oxidants
such as Vitamin E and beta carotene in damage preven-
tion are being studied.

Smoking also influences the olfactory and taste
sensations associated with food. Self-reported feelings

(1) Registered Dietician, Dietary Dept., Alaska Native
Medical Center, 250 Gambell Street, Anchorage,
Alaska 99501.
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of hunger increase during cessation even by clients who
were treated with nicotine replacement. As most smok-
ers consume more calories, alcohol and sugar but less
vitamins than non-smokers, these feelings are often
dealt with by eating high sugar, high fat foods.
Nicotine also decreases the lower esophageal sphinc-
ter pressure resulting in frequent bouts of heartburn or
esophagitis. Tobacco cessation reduces or eliminates
these symptoms although they may continue during the
withdrawal period. Cutting down on acid foods, fatty
foods, and caffeine may help alleviate these problems.

BEHAVIORAL CHANGES

Part of the challenge in stopping smoking is the
replacement of the hand to mouth activity. It is impor-
tant to alert the client about avoiding the substitution of
high calorie foods for cigarettes. Clients also need to
recognize that often food serves as the trigger for a
cigarette. Caffeine consumption parallels cigarettes
smoked. Caffeine must also be factored into the total
smoking cessation experience, as caffeine withdrawal
also produces symptoms.

MANAGING WITHDRAWAL

Food choices during withdrawal can alleviate symp-
toms or promote greater discomfort. Heartburn may be
decreased with a low fat diet and increased fluid intake.
Smokers should be encouraged to monitor their food
choice? using the USDA Food Guide Pyramid just as
they monitor their smoking behavior (Figure 1). The
first cup of coffee should be accompanied by a nutrient
containing food rather than a cigarette. Help the client
review activities and times which elicit smoking. Have
them list options which can be pursued to change either
place, environment, or mental attitude in those situa-
tions.

Certainly exercise should be pursued as an alterna-
tive for sedentary smokers. Adding movement will keep
the energy expenditure at a higher level and promote
pulmonary and cardiovascular fitness. It needs to be a
component of any healthy lifestyle. Help clients identify
those activities they are willing to pursue dO that they
will be an enjoyable part of their day. Ask questions
about exercise patterns on subsequent visits to empha-
size their importance. In Alaska, the smoker who plans
to quit needs to identify activity options for all seasons.
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Walking is ihe easiest and least stressful exercise and
requires little preparation. Traditional activities from
berry picking to skiing should be encouraged.

POST-WITHDRAWAL NUTRITION

Relapse is a reality. Most clients attempt to quit
smoking many times before they are successful. Each
one of these attempts should be framed as a learning
experience, rather than afailure. Certainly this is true of
the client who has gained weight in initial attempts.
Clients can develop better dietary and exercise patterns.
Those changes may play a role in harm reduction from
continued smoking.

There are many educational materials available which
can be used to help guide a person’s food and exercise
choices. The American Cancer, Heart, and Lung Asso-
ciations, the National Cancer Institute, the Cooperative
Extension Agency and hospital patient education de-
partments are some sources. Such materials increase
clients’ awareness of appropriate steps to take in stop-
ping smoking. See the sample patient hand-out on this
page.

For clients needing or requesting personalized di-
etary information connect them with a dietitian in your
community. More intensive programs of intervention
with group support or one-cn-one counseling are also
available in many places. Most of these feature healthy
lifestyle changes which contain a nutrition component.
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The opinions expressed in this paper are those of
the author and do. )t necessarily reflect the views of
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Food Guicke Pyramid

A Guide to Daily Food Choices
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Figure 1. USDA Food Pyramid

WHY WEIGHT ?

Be aware of when you eat and v hen you smoke.
Docs one act trigger the other?

Choose other things to do as you quit-

e Walk
e Hike
e Swim

e Join an athletic club and attend classes
e Learn a new skill

Follow the Food Guide Pyramid

Choose fruits and vegetables as between meal foods
Chew sugarless gum

Drink water daily

Cut down on coffee, tea, soda, and chocolate

Learn to relax
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Increase in Lung Cancer in Alaska Natives:

How high will the rates go?

Cancer of the lung has risen dramatically among
Alaska Native;; in recent years. It is now THE leading
cause of canor death in Alaska Native men and women.
This is a re iarkable fact considering that cancer was
reported to occur infrequently in this population as
recently as the middle of the century. Lung cancer is now
the most frequently diagnosed cancer in Alaska Native
men, and ranks second in women. It is also the cancer for
which the rates are increasing most rapidly. In 1950, one
cancer death in an Alaska Native was recorded to the
Territory’s office of vital statistics (1). Lung cancer
deaths in Alaska Natives now approach 30 per year (2).

In 1969 (the first complete year of data in the Alaska
Native Tumor Registry), six patients were diagnosed
with lung cancer. In 1995 there were 45, yet the popula-
tion increase from 1970 to 1990 was less than double
(51,000 to 86,000).

Several early physicians were impressed by the low
occurrence of lung cancer in the Alaska Native popula-
tion and reported their findings. In the late 1950s and
early 1960s, E. Fuller Torrey found only four cases of
lung cancer among 170 cancer patients seen at the Indian
Health Hospitals in Anchorage and Mt. Edgecumbe
from 1956-1961 (3). Regarding the findings for lung
cancer, he stated that “the low incidence is striking”.

M. Walter Johnson reviewed cases at the Alaska
Native Medical Center and found only nine patients with
lung cancer diagnosed during the seven year period,
1969-73. There were five men (all heavy smokers), four
women (one of whom was asmoker)(4). All four cancers
in women were adenocarcinoma. Robert Fortuine re-
viewed cancer data for the Bethel region for the years
1957-67. Among 85 patients diagnosed with cancer at
the Bethel hospital during those years, five had lung
cancer, four of the five patients were men (5).

Figure 1compares incidence rates for lung cancer in
Alaska Natives for the last 25 years with those of the US.
Rates for AN are from the Alaska Native Tumor Regis-
try. US data are for the White population and are taken
from the National Cancer Institute’s SEER (Statistics,
Epidemiology and End Results) program; a nationwide
system of population-based tumor registries in the US
(6). The SEER program has been in existence since

(1) Alaska Area Native Health Service, Indian Health
Service, 250 Gambell Street, Anchorage, Alaska

99501.
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Figure |. Incidence rates of lung cancer for men and women, Alaska
Native vs. US Whites (rates age-adjusted to the US 1970 population.

1973. Cancer incidence data are not available for the
non-Native population of Alaska. The figure indicates
that Alaska Native rates for lung cancer were below the
US in the sixties, caught up in the seventies, and now
exceed US rates for both men and women.

Rates of deaths from lung cancer are available for a
longer period of time. Figure 2 compares death rates
from lung cancer for Alaska Natives and US whites for
most of the 20th century. The curves for lung cancer in
Alaska Natives parallel those of US whites. However,
the curves are shifted to the right indicating that, com-
pared to the US in general, the increase in lung cancer
death rate began about 20 years later in Alaska Native
men, and about 10 years later in women. Although there
is little information about past tobacco use patterns in
Alaska, reported delay of frequent regular use of to-

Figure 2. Death rates for lung cancer for men and women, Alaska
Native vs. US (rates age-adjusted to the US 1970 population)
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bacco in rural Alaska until after World War Il (in
contrast to after World War | in the “lower 48”) would
explain the delayed rise in lung cancer death. As other
articles in this issue document, the prevalence of current
smokers in Alaska Natives is nearly double that of the
national average. In addition a large number of adults
(nearly 30%) are ex-smokers. It is impossible to predict
exactly when the lung cancer epidemic will peak or how
high it will go, but tobacco related deaths now exceed the
national average. This is particularly regretable since
lung cancer and other tobacco-related deaths arc
PREVENTABLE.
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K ick off this spring season of new life with
a new experience. Come join us for a
fantastic evening of great food and

entertainment plus a great selection of silent
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Show Your Support
Join ATCA
Alaska Tobacco Control Alliance

Karen Dalenius

State of Alaska

Division of Public Health
PO Box 110616

Juneau, Alaska 99811-0616

Contact:

(907) 465-3140

RECRUITING FACULTY MEMBERS

The Alaska Family Practice Residency, spon-
sored by Providence Alaska Medical Center,
Anchorage, is recruiting faculty members for a
newly-accredited residency program to start 1997.

Candidates must be US residency trained and
board certified in Family Practice with demon-
strated interest and success in clinical practice,
teaching, and training for rural and underserved
populations.

For further information inquire at: (907) 561-
4500 or fax (907) 561-4806. Send curriculum vitae
and 3 reference letters to:

Alaska Family Practice Residency
3546 LaTouchc
Anchorage, AK 99508
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Tobacco Taxes:
The Canadian Experience

Tobacco control efforts in
Canada are now generally consid-
ered to be among the most effec-
tive in the world. During the past
decade, not only were taxes in-
creased to among the highest in
the world, but tobacco advertising
was banned, prominent warnings
were placeo n packages, and leg-
islated protection from environ-
mental tobacco smoke has been
implemented for a great many ar-
eas. As aresult of all these mea-
sures, Canada has seen a reduc-
tion in tobacco consumption that
is greater than any other major
country has ever accomplished in
any ten year period. There has
also been an accelerating pace to
this decline (see graph).

This report concentrates on taxation policy. That is
not to say that other factors have not been an important
part of Canada’s reduction in tobacco use over the past
10years. But the evidence suggests that, of all elements,
the single most effective policy has been increasing
taxes.

It is generally recognized in economic theory, as
well as in every day life, that purchasing derisions are
influenced by changes in the price ofgoods. Economists
talk about the degree of responsiveness of demand to
changes in price as a product's “price elasticity of
demand.” American research has suggested that to-
bacco products show a price elasticity of about -0.4
among adults. The research also indicated that young
people were particularly price-sensitive. In fact, the
most comprehensive look at teenagers in the United
States indicated a price elasticity of -1.4. What these
figures mean is that every 10% increase in the “real”
(i.e., inflation adjusted) price of tobacco would reduce
adult consumption by about 4% and youth consumption
by about 14%. Canadian experience with raising taxes
during the past decade has lead to estimates of price

(1) Senior Legal Councel, Non-Smoker’'s Rights
Association, 130 Albert Street, S rite 1903, Ottawa,
Ontario, Canada, KIP 5G4.
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Prevalence of Regular Smoking
Among Adults
Canada 1965 - 1991

elasticity that are very much in fine with the earlier
American research.

Prevalence declines in Canada have been very' sig-
nificant over time, and particularly steep during the time
ofrising prices. An analysis of major prevalence surveys
from the Canadian government shows a clear trend.
Prevalence of regular smoking has tallen much more
quickly as prices rose in the past 10 years. Prevalence of
regular smoking among adults in Canada decreased
from 46% in 1965 to 26% in 1991. The average annual
decline in regular smoking up until 1981 was appro;.
mately 1.5%. Between 1981 and 1991, when taxes
increased significantly, the average annual decline in-
creased to approximately 3.2%.

The research on the effects of tobacco price increases
indicated that young people were more price-sensitive
than adults. The Canadian experience confirms this
view. The most telling indication of price-sensitivity is
shown when we juxtapose teenage smoking trends and
the real price of cigarettes (see Nakamura this issue).

The relationship between price and demand is such
that the tobacco tax increases, while reducing consump-
tion, led to massive increases in tobacco tax revenue.
From the standpoint of any government, the revenue
gains are enhanced by the fact that taxes make up only
a portion of the final selling price. Therefore an increase
in the tax represents a proportionately smaller increase
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in overall price. This means that a government with a
tobacco tax that currently represents 20% of the retail
price of cigarettes could double its tax per pack while
total sales would be expected to decline by only about
8%. The net revenue gain would be in the range of 84%.

The Canadian experience has been replicated else-
where. This report is intended as a case study in using
tax policy as a key element in a comprehensive tobacco
prevention and control strategy. The industry knows
every bit as well as the health lobby that increases in
tobacco tax are the single most potent of all currently
used measures to reduce tobacco consumption.

Due to cigarette smuggling caused by low U.S.
tobacco taxes, the Canadian government announced a
rollback in its federal tax on February 8, 1994. The
rollback reduced the federal excise tax by between 50
cents and S1.00 (CD) per pack. Quebec, Ontario, New
Brunswick, Nova Scotia and Prince Edward Island also
reduced provincial taxes in this range.

The tax rollback was a response to growth in ciga-
rette smuggling resulting from the tax discrepancy be-
tween Canada and the U.S. Canadian manufacturers
shipped large quantities of tobacco products free of
Canadian taxes to the northern United States, from
where smugglers would bring them back into Canada.
The fact that Canadian cigarettes are a different blend
from American, and that there is very little demand in

Canada for the American style means that virtually all
cigarettes smuggled into Canada originated from Canada.
Smuggled cigarettes represented between 20 and 30
percent of the total Canadian market, and a higher
percentage in Quebec, Ontario and New Brunswici.

The tobacco industry warns that the U.S. will face a
smuggling problem similar to Canada’s if the U.S. raises
tobacco taxes. In fact, a higher U.S. federal tax would
eliminate smuggling along the Canadian border. By
balancing out price discrepancies, such a tax increase
would substantially reduce the small amount of bootleg-
ging that occurs between states, between Native Ameri-
can reservations and states, and between military bases
and states .

Alaska should not encounter a smuggling problem
like Canada’s if a tax increase is enacted. Alaska’s
population is not close to a low tax jurisdiction since the
big tax reductions happened in Eastern Canada. The
Western provinces refused to lower taxes and have
avoided any significant smuggling problems.

This article is a synopsis of the following report:
Sweatier DT, Martial LR, Dossetor JB. The
Canadian tax experience: A case study. The Non-
Smokers’ Rights Association (Canada) and The
Smoking and Health Action Foundation (Canada).

August, 1993.

Alaskans Voice Strong Support for
Tobacco Tax Increase

Almost three-quarters of Alaskans 18 and over sup-
port a major increase in state tobacco tax rates, accord-
ing to a recent survey conducted by Mathcmatica Policy
Research of Princeton, New Jersey. The survey was
funded by the Robert Wood Johnson Foundation which
supports tobacco control activities in Alaska through a
Smokeless States grant to the Alaska Native Health
Board.

The survey was conducted to assess public support
for a$1 per pack increase in the state cigarette tax. Such
an increase has been specified in several bills introduced
in the Alaska Legislature this session, and was included
in the recommendations of the Long Range Financial
Planning Commission as away to raise new revenue and
reduce future health care costs in the state by discourag-
ing tobacco consumption.

Alaska Medicine, Jan/Feb/Mar 1996

Anne Marie Holen()

Because initial publicity in Alaska about the tobacco
tax proposal was largely in the context of addressing the
state’s fiscal gap, the survey included questions about
that issue. Responses revealed that 74% of Alaskans
have heard about the fiscal gap and that 72% believe that
the fiscal gap can be closed only with a mix of spending
cuts and new revenue sources.

The survey also provided side-by-side comparisons
of public support for various measures to reduce the
fiscal gap. From the responses, it is clear that alcohol and
tobacco taxes are by far the most popular sources for new
revenue. When asked to choose between alcohol and
tobacco taxes, 31 % indicated a preference for a tobacco
ta\ 29% for an alcohol tax, and 40% had no preference.
When compared to other measures such as a motor fuels
tax, state income tax, and state sales tax, preference for
a tobacco tax increase ranged from 68% to 76%.
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Other questions and answers include the following:

Now, 1 would like to turn to tobacco taxes. The current Alaska state tax is 29 cents per pack of cigarettes. In
general, do youfavor or oppose increasing Alaska's tobacco taxes by one dollar per pack to help close the state's

fiscal gap?

Tobacco Use

Non- Users Both
users
Strongly Favor 26% 49% 60%
Somewhat Favor 29% 25% 24%
Semewhat Oppose 9% 5% 4%
Strongly Oppose 30% 16% 9%

Political View

Liberals Mod- Conserv-
erates atives
Strongly Favor 53% 52% 45%
Somewhat Favor 20% 23% 30%
Somewhat Oppose 1% 8% 5%
Strongly Oppose 17% 15% 16%

Ifit was proven that a large cigarette price increase prevents or reduces smoking among children and teenagers,

would youfavor or oppose raising the state tax by one dollar per pack?

Tobacco Use

Non-  Users Both
users
Strongly Favor 81% 53% 72%
Somewhat Favor 12% 19% 14%
Somewhat Oppose 1% 7% 3%
Strongly Oppose 6% 17% 9%

Political View

Liberals Mod- Conserv-
erates atives
Strongly Favor 74% 73% 72%
Somewhat Favor 10% 15% 14%
Somewhat Oppose 2% 3% 2%
Strongly Oppose 8% 9% 10%

Do you generallyfavor taxing other tobacco products, such as chewing tobacco, snuff, and cigars, at a higher

rate than cigarettes, about the same rate as cigarettes, or at a lower rate than cigarettes?

Tobacco Use

rson- Users both
users
Higher Rate 8% 8% 8%
Same Rate 84% 79% 83%
Lower Rate 4% 9% 6%

Political View

Liberals MOU- Conser-

erates vatives
Higher Rate 5% 8% 5%
Same Rate 81% 79% 89%
Lower Rate 9% 8% 4%

[After reading pro- and anti-tax arguments] Now that you've heard this information, | want to get yourfinal
opinion, even if it is differentfrom the opinions you expressed earlier. All things considered, do youfavor or oppose

increasing Alaska's tobacco taxes by one dollar per pack?

Tobacco Use

Non- Users  Both
users
Strongly Favor 70% 31% 58%
Somewhat Favor 13% 20% 15%
Somewhat Oppose 5% 9% 7%
Strongly Oppose 9% 37% 18%

CONCLUSION

The results of the Mathematica survey are consistent
with data from other states which show strong public
support for major increases in tobacco taxes. The Coa-
lition on Smoking OR Health, comprised of the Ameri-
can Cancer Society, American Lung Association, and
American Heart Association at the national level, has
recommended an increase in federal cigarette excise
(1) Alaska Native Health Board Trampling Tobacco
Project, 1345 RudokofCircle, Anchorage, AK 99508.
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Political View

Liberals Mod- Conserv-
erates atives
Strongly Favor 55% 60% 59%
Somewhat Favor 18% 15% 15%
Somewhat Oppose 6% 6% 6%
Strongly Oppose 20% 17% 17%

taxes of S2 per pack, with an additional minimum S|
per pack cigarette tax imposed in each state. Cur-
rently, although Alaska has one of the highest rates of
smoking and smoking related deaths in the country,
the state cigarette tax is below the national average.If
the tobacco tax legislation being considered by the
Alaska Legislature is enacted into law, Alaska will
become the first state to break the $1 per pack barrier
for state cigarette taxes.

Volume 38, Number |



Criminal Deception

On November 10-12,1995, the Northeastern Univer-
sity School of Law in Boston sponsored a conference
entitled “Attorneys General Conference on Tobacco,
Youth and the Public Health: Opportunities for Action.”
The purpose of the conference was to bring together
Attorneys General (or their representatives) to discuss
state lawsuits against tobacco companies seeking reim-
bursement for state costs from smoking-attributable
disease (principally health care costs in the Medicaid
program). At the time the states of Florida, Minnesota,
Mississippi and West Virginia had launched such suits.
Since then Massachusetts has joined the fray, and sev-
eral other states are considering similar action. The
conference was attended by Attorneys General or their
representatives from the states involved in this litiga-
tion, as well those from a few dozen other states that
were contemplating filing their own suits, or simply
interested in gathering information.

| was asked to speak to the group on evidence that the
tobacco industry markets its products to kids. Given the
limited time available to address this broad topic, |
decided to focus on evidence from the industry’s mar-
keting, advertising, and promotional activities. 1did not
review the internal industry documents that indicate the
industry’sinterest in marketing their products to kids nor
the scientific studies that demonstrate the impact of their
promotions on youth. My presentation was organized
along 17 different lines of evidence pointing in the
direction of tobacco industry targeting of kids (see box).

CASH

At the outset it’s important to consider the sheer
volume of tobacco industry spending on cigarette mar-
keting. In 1993 cigarette companies spent $6.03 billion
to advertise and promote cigarettes, a twelve-fold in-
crease over the $0.49 billion spent in 1979. When
expenditures are adjusted for inflation, they still in-
creased by 450% during this time period (1).

The expenditures in 1993 are equivalent to $190per
second. Imagine if that sum of money were made avail-
able to health advocates to sell health, instead of to the
tobacco industry to sell death and disease.

This level of spending does not, by itself, speak to the

(1) Director, Center for Health Promotion and Disease
Prevention, Henry Ford Health System, One Ford
Place, 3C, Detroit, M| 48202-3450; and editor of
the journal Tobacco Control.
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issue of industry targeting of youth. But it is likely to
have a huge impact on youth, by contributing to the
ubiquity of cigarette adveitising and promotion (see
below).

Tobacco Industry Targets Youth

Cash
pRomotion
ub | quity
Marlboro miles. . .
I magery
Niche marketing
Athletics
Language

proDuct placement

vEnding machines

Copyright infringement
cElebrities

Product giveaways

Toys

I nstructions
violations of Tv ad ban

iNtemational

PROMOTIONS

Cigarette companies are shifting their marketing
dollars from traditional forms of print adveitising (on
billboards, in magazines and newspapers, and at the
point of sale) to promotional activities such as distribu-
tion of coupons and free samples, and sponsorship of
sporting, cultural, and entertainment events. The pro-
portion of the cigarette industry’s expenditures on ad-
vertising and promotion that have been devoted to
promotional activities has increased from 30% in 1980
to 84% in 1993 (1). Many of these promotions, such as
free sample distribution and sponsorship of sporting
events, reach children and teenagers (2-5), a fact that
cannot be unknown to the industry.

UBIQUITY

As mentioned above, the cigarette industry spends a
huge amount on advertising and promotion. With this
largess cigarette companies are able to blanket our
environment with images and messages that glamorize
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smoking. Tobacco billboards along our highways and in
our communities are impossible for people — young and
old — toignore. Tobacco signs in stores (doors, clocks,
change dishes, and so on), on grocery baskets, in trains
and buses, at car races and tennis tournaments, in
movies, on clothing, at video arcades, and on toys, are
only asmall portion ofthe pro-smoking cues to which we
are regularly exposed.

The 1989 Surgeon General’s report on smoking and
health pointed out that “the ubiquity and familiarity of
tobacco advertising and promotion may contribute to an
environment in which tobacco use is perceived by users
to be socially acceptable, or at least less socially objec-
tionable and less hazardous than it is in fact.”(6) Com-
mon sense dictates that this effect would apply to
potential users (including children) as well as to current

users.
MARLBORO MILES

A particularly pernicious type of promotion that has
proliferated in recent years are cigarette continuity
programs (or “frequent smoker” programs). These are
promotional campaigns that provide free or discounted
products (usually bearing tobacco brand names) to con-
sumers for proof-of-purchase coupons or equivalent
“currency” such as Marlboro Miles and Camel Cash.
Recent evidence confirms the popularity of these cam-
paigns among children and teenagers (7-10).

IMAGERY

The imagery in cigarette advertising makes it obvi-
ous that youth are a key target. Joe Camel describes
smooth dating moves. The Marlboro man epitomizes
the rugged individualism to which many young people
aspire. An ad for Kool cigarettes shows a young, smug-
looking couple — wearing jeans, tank tops, and high-top
tennis shoes — standing next to a motorcycle, sending
an unspoken message about rejecting authority (Figure
1). Sexual themes and imagery in cigarette ads heighten
the raging hormones of our kids. Virginia Slims, Super
Slims, Silva Thins, Capri, and other women’s brands
tout the thinness of the cigaiette, a thinly veiled message
to young girls and women about the weight-losing effect
of smoking.

NICHE MARKETING

Tobacco companies use specific media to target
niches in the marketplace, including youth. In the late
1960s the industry offered to voluntarily pull its adver-
tising from television and radio because of its “substan-
tial audience of young people” (11). Nevertheless, it
advertises heavily in Glamour, one fourth of whose
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readers are girls underage 18, and in Sports lllustrated,
one third of whose readers are boys under age 18. For a
number of years R.J. Reynolds was the exclusive adver-
‘iser in a magazine called Moviegoer, which was distrib-
uted free in hundreds of movie theaters around the
country; one half of those who attend movie theaters are

less than 21 years of age (3).

ATHLETICS

The cigarette industry’s voluntary advertising code
includes a provision stating that “Cigarette advertising
shall not... show any smoktr participating in. or obvi-
ously just having participated in, a physical activity
requiring stamina or athletic conditioning beyond that of
normal recreation" (12). However, a Kent ad show's a
male tennis player, presumably having just finished his
match, with a cigarette (Figure 2). A Vantage ad show
a female ballet dancer, who appears to have just com-
pleted a vigorous workout, with a cigarette (Figure 3).
Cigarettes are heavily advertised in newspaper sports
sections, and at times the separation between editorial
and advertising content becomes blurred (e.g., aMarlboro
Sports Calendar, showing game schedules under a
Marlboro banner). Sports associations lend their good
name tocigarette promotions (e.g., Winston NBA sweep-
stakes, and NFL lighters provided free with the purchase
of Winston cigarettes). Teenage sports enthusiasts are
no doubt affected by these promotions.

LANGUAGE

Cigarette advertisers speak to youth in their owmn
language. A simple two-letter word — YO — takes up
one half of afull-page ad for Merit cigarettes. A tough-
looking blond in a skin-tight suit, holding a cigarette, is
“Totally Kool.” Parliament ads promote the cigarette’s
“Perfect Recess.” What do children think of, when they

hear the word “recess” ?
PRODUCT PLACEMENT

For years cigarette companies paid hefty sums of
money for cigarettes and their brand names to be shown
in movies. Perhaps the most well known example — and
the most egregious — is the $40,000 spent by Philip
Morris to place the Marlboro name throughout the kids'
movie “Superman |17 (13).

The manufacturer of Lark cigarettes reportedly paid
$300,000 to place Lark images in the James Bond movie
“License toKill.” After this arrangement became known
and was criticized, the movie producer added a Surgeon
General’s health warning to the movie — shown at the
end of the movie, after the credits,

Other examples, including several movies popular
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among kids, have been catalogued by Stop Teenage
Addiction to Tobacco (STAT) (Springfield, MA).

VENDING MACHINES

Vending machines are another way in which chil-
dren are encouraged to smoke. If we, as a society, were
serious about enforcing the laws that exist in all 50 states
prohibiting the sale of tobacco to minors, would we
allow cigarette sales through vending machines? Would
we ever consider the sale of alcoholic beverages through
vending machines? If the tobacco industry were truly not
interested in recruiting kids, wouldn’t they support a ban
on cigarette vending machines? Instead, we have a
situation where most cigarette vending machines are
unsupervised, uninspected, and unregulated. Some vend-
ing machines even sell cigarettes and candy out of the
same machine!

The rules proposed by the Food and Drug Adminis-
tration to curb minors’ access to tobacco and their
exposure to tobacco promotions would ban cigarette
vending machines (14). The rules have been challenged
in court by many tobacco and advertising interests.

COPYRIGHT INFRINGEMENT

Cigarette brand names are used on products targeted
to kids. The best example is candy cigarettes, which
come in several varieties (e.g., bubble gum, chocolate,
ora hard sugary candy) (15). Candy cigarettes are often
sold with brand names that are identical to those of real
cigarettes, and with packaging and logos that are strik-
ingly similar to those of their tobacco counterparts. In
other cases, minor changes are made to the brand names
(e.g., Cool instead of Kool, Lucky Spike instead of
Lucky Strike, Pell Mell instead of Pall Mall, L&N
instead of L& M). Research indicates that candy cigarettes
may encourage smoking initiation among youth (16).

When the matter of candy cigarettes is raised, ciga-
rette companies are always quick to point out that they
don’t manufacture these products. That may be true, but if
these companies were not interested in kids, wouldn’t they
take action against tliis obvious copyright infringement?

Egregious examples are also seen in other countries
with respect to American cigarettes. In Thailand, for
instance, Winston kites and Marlboro school notebooks
(Figures 4 and 5) have bee'i distributed. In these cases,
R.J. Reynolds and Philip Morris are guilty of one of two
sins; 1) direct pandering to children, or 2) impotent
action to prevent offensive copyright infringement.

CELEBRITIES

In their voluntary advertising code, the cigarette
companies agreed to avoid the use of testimonials from

Alaska Medicine, Jan/Feb/Mar 19%

athletes or other celebrities perceived to appeal to the
young (5). But double standards abound. In Japan, the
famous actor James Colburn appears in youth-oriented
television commercials for Lark cigarettes. Closer to
home, smokeless tobacco companies, which are not
bound to the cigarette code, show no restraint in using
athletes and other celebrities to hawk their products.
Many famous athletes have been featured prominently
in smokeless tobacco promotions, including Walt Gar-
rison (football/Dallas Cowboys), Terry Bradshaw (foot-
ball/Pittsburgh Steelers). George Brett (baseball/Kansas
City Royals), Sparky Lyle (baseball/Texas Rangers),
and Tom Seaver (baseball/Cincinnati Reds). In one ad,
musician Charlie Daniels says, “When ourband’s cookin’,
the music smokes. But not me. Because like a lot of my
friends | use smokeless tobacco.” (17)

PRODUCT GIVEAWAYS

Non-tobacco products are often given away with the
purchase of cigarettes. Many of these products have
special appeal to children and adolescents, including sun
glasses, cassette tapes, caps, a long cylindrical tube for
cans of beer or soft drinks (with a shoulder strap for ease
of canying), and lighters with a picture of the helmet of
the local professional football team (and the official logo
of the National Football League).

From 1980 to 1993, cigarette industry expenditures
for “specialty item distribution” increased from S69
million to S756 million. The proportion of total ciga-
rette advertising and promotional expenditures devoted
to these product giveaways increased during this period
from 5.6% to 12.5% (1).

TOYS

Tobacco product brand names appear on toys and
games. Philip Morris has distributed Marlboro frisbees
at the gift shop at its Richmond, Virginia headquartr s
(Figure 6). Toy race cars emblazoned with the names of
cigarettes (e.g., Marlboro) and smokeless tobacco prod-
ucts (e.g., Skoal, Copenhagen, Chattanooga Chew) have
been sold in toy stores throughout the United State
(Figure 7). Newport basketball games are seen in video
arcades (18).

Overseas examples are evident too. In Buenos Aires,
Argentina, on the occasion of the Eighth World Confer-
ence on Tobacco and Health in 1992,1 picked up a toy
Camel car (a photograph of which was published in
Tobacco Control (19)). Three years later, at the next
World Conference on Tobacco and Health, in Paris, |
purchased asimilar product. Also in Paris, | came across
aFormula One children’s ride, in which different “kiddie
cars” bore stickers for Marlboro, Winston, and Camel

(20).
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Figure 1. A Kool ad - - targeting
senior citizens?

Figure 2. Kent tennis player —
is this “normal recreation”?

VANTACH]
THE TASTE OFSUCi

Figure 3. Vanage ballet dancer —
is this “normal recreation” ?

Figure 4. A Winston kite from Thailand

In some cases these promotions occur by direct
action of the cigarette company (e.g., the Marlboro
frisbee). In other cases cigarette company involvement
may be more indirect, but again, these companies could
prevent the use of their brand names in children’s
products through licensing arrangements or legal action,
if they were truly interested in avoiding the youth
market.

INSTRUCTIONS

Some smokeless tobacco advertising provides in-
structions on how to use the product. This clearly
indicates that at least some advertising is aimed at
recruiting new users, contradicting the “party-line” state-
ments by tobacco and advertising industry spokesper-
sons that the only effects of tobacco advertising are to
promote brand loyalty and brand switching.

Former Dallas Cowboys star Walt Garrison, for
example, “answers your questions about smokeless to-
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bacco” in Parade magazine (June 8, 1980) and in other
publications (21). One answer to a question states, “At
first you could feel a slight irritation on the gum, and the
tobacco may move around your mouth more than it
should, and you might work up too much saliva. But
learning is part of the fun, aid these things pass with
practice. Two weeks should make you a ‘pro.’”

Similarly, a brochure distributed at the point of sale,
with the headline “It’s as easy as 1-2-3", gave instruc-
tions on how to use Skoal Bandits (21).

VIOLATIONS OF TV AD BAN

Cigarette advertising on television and radio was
banned in 1971. Smokeless tobacco advertising in the
broadcast media was banned in 1986. Nevertheless,
these products continue to be promoted on television in
a variety of ways. Tobacco sponsorship of athletic
events, such as Marlboro car races or Virginia Slims
tennis tournaments, leads to repeated mentions of the
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Figure 5. A Marlboro school notebook from Thailand.

figure'/. Skoal Bandit toy car "for ages IU to adult.”

brand name by announcers and graphic displays of the
brand name on the television screen throughout the
broadcast. Signs and billboards at the events are cap-
tured by television cameras, and, in fact, these signs are
often placed at strategic locations to maximize the
likelihood that they will be picked up by cameras.
Patches bearing the brand name appear on athletes’
clothing, which often find their way onto television
during the athletic competition and post-competition
interviews. On February 23, 1995, the ABC program
“Day One” aired a segment showing how sponsors of
NASCAR c¢?j- races train their racers (and presumably
others who wea >their emblems, such as pit crews) to slip
the sponsor’s name into a sound bite, and their emblems
into camera shots, during media interviews (22). In one
94-minute broadcast of the 1989 Marlboro Grand Prix,
the Marlboro name was seen or mentioned 5,933 times,
and the name was seen for a total of46.2 minutes, or 49%
of the total broadcast time (4). How can the tobacco
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Figure 6. A Marlboro frisbee sold by Philip Morris.

Figure 8. Salem sponsors a breakdance contest in Malaysia.

industry do this and at the same time profess to have
volunteered to withdraw cigarette advertising from tele-
vision and radio because of its “substantial audience of
young people” (11)?

Last year the Justice Department, after two and a half
decades of ignoring violations of the ban on broadcast
cigarette advertising, began to take action against Philip
Morris for placing cigarette signs near scoreboards and
in other locations where they were likely to be captured
by television cameras. However, this action does not
extend to some sports (e.g., car racing) where tobacco
sponsorship is dominant, and does not yet involve other
cigarette companies.

INTERNATIONAL

Examples are given above where U.S. tobacco com-
panies market their products overseas so as to appeal to,
and lure in, very young customers. Other examples
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include advertisements promoting free tickets to a rock
concert in Taiwan for returning five empty packs of
Winston, Salem sponsorship of a break dance contest in
Malaysia (Figure 8), and Salem sponsorship of televi-
sion concerts in Hong Kong by U.S. pop stars Madonna
and Paula Abdul (23).

CONCLUSION

The evidence that tobacco companies are targeting
kids — presented only in abbreviated form here — is
abundant. The industry’s advertising and promotional
campaigns demon?.rate a callous, reckless, immoral
disregard for the health and welfare of our children.
When one considers evidence beyond marketing prac-
tices — from internal industry documents, patent appli-
cations, testimonials from researchers formerly em-
ployed by the industry, and so on (14) — a pattern
emerges that can be summed up by two words: criminal
deception.

The manufacture, promotion, sale, and use of
tobacco products need to be regulated and controlled
in a manner proportionate to the enormity of the
damage they wreak on public health, the economy,
the environment, and society. And the manufacturers
and their co-conspirators — and the individuals who
run those companies — must be held liable for the

harm they cr.use.
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Tobacco Control and the
American Medical Association

More than 400,000 Americans die prematurely each
year from the combined effects of active smoking and
exposure to environmental tobacco smoke (ETS). Smok-
ing is the major cause of lung cancer, of deaths from
emphysema and chronic bronchitis, and is a principal
cause of heart disease and stroke. About one-half of
smokers die from a tobacco-related illness or condition
- almost 25% of the total deaths in the U.S. (I).

The decision to assume the enormous risks of smok-
ing is not usually one made by informed adults. Nearly
90% of new smokers are under the legal age for purchase
of tobacco products. Three thousand children begin
regular smoking daily. Children discount the regular
risks of smoking, overestimate their ability to quit, and
believe that smoking is much more the norm among
adults and their peers than is really the case.

Since 1847, the mission of the American Medical
Association (AMA) has been "to promote the science
and art of medicine and the betterment of public health.”
Former iurgeon 7eneral Dr. C. Everett Koop has de-
scribed tobacco use as “the nation’s number one public
health problem.” In the context of public health, tobacco
use prevention and control has become an increasingly
important part of the AM A’s strategy.

The first mention of tobacco in the “Digest of Offi-
cial Actions of the AM A House of Delegates” comes in
a 1960 resolution for the AMA to ‘clarify its position
regarding the harmful effects of tobacco ... and take a
lead position in an educational campaign aimed at the
youth of the United States.” In the early 1980’s, the
volume of resolutions increased markedly. The actions
called for were much more pointed and action oriented.
Since then, the AMA has begun to act in ways that
promote tobacco control principles, such as supporting
a S2 increase in the federal excise tax on cigarettes.
Prevention and control of tobacco use is one of the key
issue.* in the American Medical Association’s 1994-1996
strategic corporate plan.

In general, four key areas exist for policy develop-
ment in tobacco control: curbing youth access to to-
bacco, protecting the public from the hazards imposed
by ETS, restricting tobacco industry advertising and
promotion, and encouraging higher excise taxes on
tobacco products.

(1) Director, Departn.~'t of Preventive Medicine &
Public Health, American Medical Association,
515 N. State St, Chicago, IL 60610.

Alaska Medicine, Jan/Feb/Mar 1996

Thomas P. Houston, MD(J)

YOUTH ACCESS

The National Cancer Institute estimates that at cur-
rent teen smoking rates, five million American children
will die prematurely from having begun to smoke. In
many states communities have enacted laws that would
keep children from purchasing tobacco. The key to-
bacco industry strategy is to introduce weak legislation
at the state level which expressly preempts communities
from passing their own effective laws or ordinances.
Specifically the industry opposes effective legal barriers
such as licensing tobacco vendors and giving local
authorities enforcement power.

The industry prefers: legislation which provides
fines only for those who “knowingly” sell tobacco to
children; outlawing public health research and investi-
gative reporting about illegal sales; holding the child
purchaser not the merchant-seller responsible for the
illegal sale. Lobby and state testimony by medical
society members should be focused on meaningful leg-
islation that will actually prevent tobacco sales to chil-
dren.

ENVIRONMENTAL TOBACCO SMOKE

In 1993 environmental tobacco smoke (ETS) was
officially classified as a Class A carcinogen by the
Environmental Protection Agency. ETS causes 50,000
premature deaths annually. The serious public health
threat of ETS demands attention from the health com-
munity as well as government agencies. Since laws that
restrict smoking in business and public places reduce
consumption, the tobacco industry will fight them to
increase its profits. Health providers and medical soci-
eties should actively support clear, indoor air regulations
and legislation.

PROMOTION

The tobacco industiy spendsover $5BILLIO N yearly
to promote its products! Recently much of this has been
directed at youth. Overall, 85% of youth purchases are
focused on the most highly advertised brands in the US
— Marlboro, Camel, Newport. Promotion of the race car
circuit, clothing and trinkets with brand logos, and
distribution of free samples have increased dramatically
in recent years. Monitoring youth activities targeted by
the industry and countering them with pro-health
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messages can be useful strategies for organized medi-

cine.
TAXATION

Since the landmark Surgeon General’s report in
1964, taxes on tobacco, adjusted for inflation, have
dropped about 28%. The percentage of the retail price
of tobacco attributed to taxes has dropped from 50% to
?5%. Since 1964, tobacco industry profits have risen
considerably because of frequent, substantial raises in
the wholesale prices of cigarettes. In recent years,
tobacco price increar.es have risen at about three to four
times the rate of inflation, or about 12% per year.

Tobacco pricing makes a difference in consumption
and can be a potent force in saving lives, particularly
among young people. A 10% increase in price leads to
about a 4% drop in smoking (2). The AMA and other
voluntary health agencies estimate that a $1 increase in
the federal excise tax on tobacco would eventually save
one million lives. The AMA strongly advocates in-
creased taxes on tobacco products as a way to reduce the
number of teen smokers.

The AM A recognizes that success in tobacco control
is more likely to occur at the state and local level,
especially considering the powerful influence of the
tobacco industry in Washington, DC. The AMA'’s
House of Delegates not only accepts policy recommen-
dations from state medical societies, but has passed
several statements calling for action on their part. One
such recommendation encourages state societies to “at-
tempt to raise the state excise tax on tobacco products
(490, 948).”

In some states, such as North Carolina and Texas,
medical societies have created tobacco control subcom-
mittees as an official pan of the society structure to
propose policy and develop action plans designed to
impact tobacco use (3). In coordination with the lobby-
ing and educational activities traditionally taken on by
most c’cte medical societies, such efforts can be very
productive in targeting tobacco control issues such as
tobacco pricing.

Involvement with other groups such as the local
chapters of the American Cancer Society, American
Heart Association, American Lung Association, Hospi-
tal Association, Dental Society, and state chapters of
medical specialty societies is also very effective. Alaska
has a very active statewide tobacco control coalition,
Alaska Tobacco Control Alliance (ATCA). Active par-
ticipation of the medical society at both state and local
levels is needed.

Finally, a word about action and activism. For too
long, organized medicine h”s been accused of armchair
activism — of only being involved in traditional activi-
ties that are safe, comfortable, and avoid risk. It is too

Page 50

little, too late to be content with generic smoking
cessation advice to our patients or sponsoring a health
booth at the county fair. We must take our message
outside the walls of the office and hospital, to confront
the industry' and its apologists directly (4,5). Testimony
from the health community at city council hearings on
the benefits of a tobacco tax increase can refute the
propaganda and scare tactics of the tobacco industry.
Medical societies can make a tobacco tax increase a
spe cial priority, and shepherd an ordinance through the
system. The media is a very useful way to reach the
public - most newspapers welcome editorials and letters
on tobacco control issues from physicians and medical
societies. The potential to make a difference is present
if we take the time to get involved. Together, the AMA
and its partners in the states have an opportunity to make
a difference, working to ease the human and economic
toll taken by tobacco.
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Smoking Cessation Products and Programs

Smoking cessation programs have improved signifi-
cantly over the past 30 years. Hundreds of studies have
examined formal approaches to smoking cessation. More
detailed reviews of these studies are available elsewhere
(1,2). Several types of options are available. There are
face-to-face programs which have been offered prima-
rily in small groups and which are most commonly based
upon behavioral principles. There are smoking cessa-
tion aids and products of which nicotine replacement
is currently the only category recognized by the Food
and Drug Administrarion as effective. Other popular
approaches have included hypnosis and acupuncture.
Programs offered by the voluntary health organiza-
tions and by commercial providers have tended to
emphasize behavioral techniques.

BEHAVIORAL TREATMENT
TECHNIQUES

Smoking and other tobacco use was seen for many
years as essentially a learned activity. More recently
smoking has become recognized as a physical addiction
(3). Behavioral aspects of smoking are still seen as
critical, however. One behavioral treatment approach
involves aversion. Positive results have been obtained
with rapid smoking (e.g., requiring smokers to take a
puffevery 6 seconds for as long as they can tolerate the
procedure) (4,5). Concerns have been expressed aoout
the potential risks of rapid smoking and about its high
level of unpleasantness, however. Reduced aversion
techniques haveshownpromise including “focused smok-
ing" in which the patient smokes at a regulated but
slower rate and smoke holding in which patients hold
cigarettes in the mouth and throat while breathing through

the nose (6.7).
Additional behavioral techniques have included con-

(1) Division of Epidemiol.jgy. University of
Minnesota. 1300 South Second St.. Suite 300.
Minneapolis. MN 55454-1015. Preparation of this
anicle was facilitated by Grant #R01HL48121
from the National Heart. Lung. Blood Institute.
Much of the content of this article was condensed
from Chapter 11 ofNicotine Addiction: Principles
and Management, edited by C. Tracy Orleans and
John Slade, New'York: Oxford University Press.
1993. This chapter was written by Harry A. Lando
and was entitled “Formal Quit Smoking

Treatments."
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tingency contracting in which participants typically
self-administer rewards or punishments depending upon
cbsdnence. Most current behavioral approaches empha-
size coping techniques as part of multicomponent inter-
vention (8,9). Participants develop arepertoire of behav-
ioral and cognitive activities to counter smoking in high-
risk situations.

Nicotine fading has been used as a nonaversive
preparation technique for cessation. Gradual leduction
in numbers of cigarettes doe- not appear to work very
well bevond a common “stuck point." often 10 to 12
cigarettes per day (10). An alternative is to switch
brands over several weeks or to use commercially
available nicotine reduction filters to progressively
lower rated tar and nicotine levels (11,12). Res'dts
for nicotine fading have been mixed, with some stud-
ies showing no effect.

The most successful behavioral programs have in-
corporated multiple interventions. Emphasis has been
placed both upon initial preparation for quitting and
longer-term maintenance Long-term abstinence rates
for these multicomponent treatments have approached
50 percent (8, 7), although more recer.. --.ironies have
tended to be less favorable (13).

A focus of many comprehensive behavioral pro-
grams is upon relapse prevention following the quit date
(14). Slips are viewed as a natural part of the learning
process in quitting. Results for relapse prevention have
been mixed, but the overall findings generally do not
reveal significant treatment effects. Lando et al. (15)
achieved positive results in relapsed smokers using two
brief supportive telephone calls. Self-reported 6-month
abstinence rates were 13% for those who received tele-
phone support and only 6% for those who did not receive
support. Differences between telephone support and
control conditions were no longer significant at 18
months, however. In a subsequent study, more intensive
telephone support also was found to significantly in-
crease recycling among relapsers. Two years following
the initial intervention, 26% of those who had relapsed
in the telephone support condition were abstinent, as
compared to 18% of relapsers who did not receive

telephone support.

HYPNOSIS AND ACUPUNCTURE

There are numerous approaches to smoking cessa-
tion that are not primarily behavioral. Two commonly
advertised methods include hypnosis and acupuncture.
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Unfortunately, there are few good studies of either of
these methods and overall results tend to be disappoint-
ing. These methods appear to pose little rick, however,
and some patients may benefit from expectations of

successful outcome.

PHARMACOLOGIC APPROACHES

By far the most intensively studied pharmacologic
methods have involved nicotine replacement. The larg-
est number of studies have been done on nicotmi gum.
followed by nicotine patch. Recent work has been done
with other forms of nicotine replacement including
nicotine nasal spray and nicotine inhalers. Although
these newer products appear promising, few published
studies are available. Both nicotine gum and nicotine
patch improve treatment outcomes. The patch may be
preferable for most patients partly because the results of
patch studies have tended to be somewhat more positive
than those for gun. and partly because compliance tends
to be better for patch (16). Meta-analyses have indicated
that nicotine gum increases abstinence by about 60% on
the average compared 'o placebo controlled trials. Meta-
analyses of nicotine patch studies show an approximate
doubling of success rates. However, to date no study has
directly compared the effectiveness of nicotine gum and
patch. Currently nicotine replacement products are
available only by prescription, but the Food and Drug
Administration has approved 2 mg gum for over-the-
counter use.

Some evidence suggests that clonidine may be effec-
tive in facilitating smoking cessation, especially among
women, but the Findings have not been consistent. Several
studies have shown no effect for clonidine in either women
or men. Clonidine is not approved by the FD A for smoking
cessation. It does appear to diminish cravings, but its value
is limited by unpleasant and sometimes severe side effects
including dry mouth, fatigue, and dizziness. Some
anxiolytics have been demonstrated to reduce withdrawal
and may be useful especially for depressed smokers. How-
ever. data are very limited and the FD A does not recognize

these drugs for smoking cessation.

VOLUNTARY HEALTH ORGANIZATIONS
AND COMMERCIAL PROGRAMS

Voluntary Health Organizations

Major nonprofit organizations offering smoking ces-
sation programs include the American Cancer Society,
the American Lung Association, and the Seventh-Dav
Adventist Church. The American CancerSocietv FreshStart
program consists of four, one-hour group sessions. Con-
tent of this program has been recently revised. The
American Lung Association program consists of seven
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90-minute to 2-hour group sessions in addition to an
initial orientation over a seven-week period. Both pro-
grams include considerable behavioral content.

Lando et al. (17) compared these two methods.
Abstinence rates at 12-month foilow-up were 19% and
12% for the American Lung Association and American
Cancer Society programs, respectively. It should be
noted, however, that the American Cancer Society groups
are considerably less intensive and therefore presum-
ably less costly to run. The absence of a specific target
date for quitting in the American Cancer Society method
may detract from effectivenes:.

The Seventh-Day Adventist Church has sponsored
Five-Day-Plans which are the oldest of the nonprofit
programs (18). These programs do not emphasize cog-
nitive-behavioral strategies but instead focus on psycho-
logical and physical components of nicotine depen-
dence. An estimated 14 million smokers in more than
150 countries have attended rive-Day-Plans. The pro-
gram is held on consecutive days and includes five 90-
minute to 2-hour lectures. Recently the Five-Day-Plan
has been revised to 8 sessions over a 3-week period. This
program (now called the “Breathe-Free Plan to Stop
Smoking") also offers supportive- telephone calls 1
week, 3, 6 and 12 months after completion of the
program.

Schwartz (2) reported summary outcome data based
on 14 evaluations of the Five-Day-Plan. These data
indicated a median 1-year abstinence rate of 26%.
Results might be less favorable for the current popula-
tion which appears to consist of a greater proportion of
harder core smokers. Outcome data for the revised
program currently are not available.

Commercial Programs and Products

A number of commercial programs are available,
usually concentrated in larger metropolitan areas. Most
programs tend not to be highly profitable and therefore
do not remain active. Smokenders. Schick Smoking
centers. Smokeless, and Smoke Stoppers are among the
best knewn national programs. In evaluating commer-
cial vnetho-Js. it again appears that the most successful
are those that include multicomponent cognitive-behav-
ioral techniques. Some commercial treatments claim
e: tremelv high rates of success. Few external evalua-
tions of proprietary methods are available, however.
There is no clear evidence that commercial clinics are
more effective than those offered by other organiza-
tions. Because commercial programs cost more they
may attract more committed smokers. Furthermore, a
sizable clinic fee may represent an additional motivation
for quitting. New products are continually being intro-
duced as aids to smoking cessation. Currently, none of
these products are recognized as effective.
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SELF - HELP

Self-help interventions for smoking cessation can
consist of anything from purely self-help to rattier in-
tense. but sill self-administered methods. The exact
definition of self-help can be somewhat ambiguous.
Self-help interventions most often consist of written
materials. A major emphasis of these materials is
usually on coping strategies, especially in high risk
situations. Self-help materials also are available in other
formats including audio and video tapes. Some promis-
ing results have been obtained with computerized pro-
grams that attempt to tailor cessation messages to the
individual smoker. Overall, self-help methods in isola-
tion have had limited impact in improving abstinence
outcome. Outcomes have been improved, however,
when self-help approaches have been supplemented
with additional intervention, most notably nicotine re-
placement and supportive telephone calls.

EVALUATION STANDARDS

It is increasingly important that health professionals
be well informed about smoking cessation services and
products. They should be skeptical in evaluating claims
ofeffectiveness. Program and product evaluations should
be based on a minimum of 6-month and preferably 12-
month follow-up. Providers may not deliberately
misreport their abstinence data (although this does some-
times occur), but they may present very misleading
figures. Thus some programs report end-of-treatment
success, based on outcomes only afew days after a target
quit date. End-of-treatment abstinence figures of 60%
abstinence can translate into 1-year outcomes as low as
5-10%.

Participant attrition also must be considered (19).
Programs can dramatically manipulate their outcomes
by failing to count nonrespondents to follow-up. As-
sume, for example, that a program attracts 100 individu-
als of whom 50 complete the treatment. 30 respond to the
follow-up, and 20 report abstinence. Claimed absti-
nence based on these results could be as high as 67%.
whereas 20% abstinence would be a more valid outcome
figure.

Resources for additional information are available
both locally and nationally. Local resources are listed
elsewhere in this issue and include the American Cancer
Society, the American Lung Association, and the state
health department. The National Cancer Institute
provides a toll-free information line (1-800-4CAN-
CER). Information and materials also are available
through the U.S. Office On Smoking and Health (1-770-
488-5705). the American Medical Association (1-312
464-5000), and the American Society of Addictior
Medicine (1-301-656-3920).
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SUMMARY AND CONCLUSIONS

Behavioral treatment techniques have facilitated
smoking cessation, with intensive multicomponent in-
terventions sometimes producing long-term abstinence
rates approaching 50%. There is little evidence tliai
either hypnosis or acupuncture are effective. Both
nicotine gum and nicotine patch significantly improve
treatment outcomes, although patch is easier for patients
to use correctly. Self-help programs may be of benefit,
however, smoking cessation products other than nico-
tine replacement show little evidence of effectiveness.
Health professionals should be informed consumers and
should be skeptical in evaluating claims for commercial
programs or products. Additional information and ma-
terials are available from a number of sources including
the National Cancer Institute, the U.S. Office on
Smoking and Health, and the voluntary health organi-

zations.
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State Capitol

145 Main Street Loop #223
Kenai, Alaska 99611
(907) 283-7095
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Representative Gary L. Davis
MEMORANDUM
TO: Members of the 20th Alaska Legislature
FROM: Representative Gary Dav
DATE February 25, 1907 %5%/
RE: Tobacco Tax
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Any follow-up or future responses will be available from my office.

Representing House District 8
Soldotna, Sterling, Funny River, Cooper Landing, Hope, Moose Pass, Seward

Juneau, Alaska 99801
(907) 465-2693
(fax) (907)465-3835



Representative Gary Davis
wants to know...

“hat are your views on the
proposed $ 1 additional tax on
. a pack of cigarettes?”’

=The intent of this tax is to reduce teen smoking.
=ltis estimated to generate $40 million/year in new revenues.

Tell me what YOU think.
Do you support the tax? YES NO

Please cut &mail or fax your response to;
Representative Gary Davie

Your name

State Capitol, Room 513
Address Juneau, AK 99801

Or call me at (800) 483-2693
ity Or Fax to 1-907-485-3835

repreeentative_gary davi8@leqi8.8tate.ak.ua

THANK YOU FOR PARTICIPATING
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The Hidden Cost of tht Tobacco Tax

Good intentions do not make good public policy. Instead of achieving their desired
purpose, laws imposed without regard to their social and economic implications often have
unanticipated consequences tar worse than the original problem. Take for example, the “sin tax”
a tax placed on hems such as alcohol and cigarettes to both deter their use and raise revenue.
America has attempted to regulate social behavior through the imposition of economic penalties
since the Puritans, with abysmal results. Often, as in the c:se with Prohibition from ’919-1933,
these penalties have increased consumption of tlie “vice" in question rather than lowering its use,
while spawning opportunities for the lawless to profit. The tobacco tax raises two types of
questions: first, is a tax on tobacco an effective economic tool to both raise revenue and
discourage behavior? and second, should we empower the government to regulate personal
morality when society as a whole is not endangered by the behavior?

Past history shows that sin taxes do not provide effective vehicles for revenue production
or behavior deterrence. Increase in a tax (SI.00 a pack in the case of tobacco) for an item in high
demand wiil not result. in an immediate cessation of demand. Instead, high taxes, and thus higher
prices, encourage consumers to create underground markets to avoid the financial penalties
imposed by toe tax. The cases of Canada and Michigan illustrate this point. Canada, after raising
its tobacco taxes, saw an increased problem with smuggling and violence along its borders. With
smugglers able to make a prc™'. of $800 from a case of cigarettes, the temptation to engage in
contraband trade proved too difficult to resist. In three months at the end of 1993 and the
beginning of 1994, over 120 people were arrested for possession of bootleg cigarettes (Chicago
Tribune, Feb. 4 1994). Eventually, the Canadian government capitulated and cut the tax in half.
Michigan school finance reforms in 1994 resulted in the tripling of the cigarette tax from $.25 to
$.75 a pack. From March of 1994 to March of 1996, it is estimated that Michigan lost around
$144 million in revenue due to smuggling operations. This loss prompted the introduction of a
bill in 1996 to stamp all cigarettes brought into the state to provide a way of identifying smuggled
tobacco.

As a deterrent, the tax will most likely have a negligible effect on one population group

(teenagers) while Jamaging another group (the poor). The bulk of a teenager’s money is



discretionary. Wilh no mortgage payments or other loans, and with parents to provide for their
basic necessities, teenagers have the luxury of spending money only on things they wa e instead of
tilings they need to survive. Thus, they are less liKcly to abstain from purchasing tobacco merely
because the price has gone up than other population groups. The poor, on the other hand, need
the bulk of their income to provide for their basic needs. Thus, the impoverished who are nicotine
addicts will be faced with the unpleasant choice of buying food or satisfying their addictions.
Thus, the tax will have a small effect on those who can most afford it (teenagers and the wealthy)
wiliile harming disproportionately those who can least afford h (the poor).

The tobacco tax harms society in another, less obvious way. [If the tax discourages the
purchase of the product through “legal’7 venues, and presumably increases bootleg traffic of the
commodity, the merchant selling the product will jose revenue. This lost revenue will force him
to cut back on all other areas of his business, including inventory and wages. Ultimately, a
diversion of the consumption from traditional channels to illegal - ;< could result in lost jobs and
investment.

finally, the tax presents a dilemma for lawmakers. The tobacco tax proceeds in Alaska
will be used for education and children’s health, important budgetary items. This puts policy
makers in a difficult position. While attempting to regulate behavior by decreasing consumption,
they are still relying on this consumption to generate revenue. Thus, they are caught between the
public health goal of decreasing tobacco consumption, and the fiscal goal of funding programs.
Their incentive is to increase the very behav»or they are claiming to decrease.

Allowing the government to levy a punitive tax on tobacco sets a dangerous precedent.
Heart disease kills more than lung cancer, so should the government tax the intake of fat? \What
\bout alcohol, sugar, or painkillers? Providing the government with tha license to determine
standards of personal morality when the regulated behavior places no danger on society removes
responsibility from our basic social units and places it with the state. Questions of personal
morality should be dealt with in the family, in the church, in the club, or in any other educational
or cultural institution. Government should only address those questions that smaller units of
society are incapable of addressing. Ceding the power of moral persuasion to a central state can
only weaken personal freedoms. A government espousing morality may not always espouse

traditional morality. Because of its powerful position, gov.mmcnts can impose whatever version



of “morality” they sec whether or not these judgments happens to correspond with popular

standards of morality.
Although cessation of smoking is an admirable public health goal, imposing a tobacco tax

will provide only a cursory solution, while eliciting unintended social, moral, and political
consequences. This does not mean that society should stop the campaign against smoking,
merely, that governments at any level are not the proper or the effective institutions *o wage a

moral war against a personal vice.

Rebecca L. Hultberg
907.283.3335 (daytime)
907.283.6275 (everting)
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1] Repr~entative MarkHanley

Alaska State Legislature

MEMORANDUM

DATE: February 25, 1997
TO: All House Finance Committee Members
FROM: Representative Mark Hanley'r~rAn

RE: Information from Jan’s Distributing, Inc.

My office received a request from Jan's Distributing, Inc. to distribute
copies of a fax to all Finance members (please see the attached cover
letter). As of 1 p.m., Tuesday, February 25, 1997, we have received
approximately 150 pages of signatures. These signatures will be
kept on file in my office for you or your staff to review at your
convenience.

Interim: 7Iti w0 Ith Avenue, - <1l Anclwntito. AK 0)~>()I: (NH7) Session: Slate Cnsu<>r. Junenti. AK M80I-1i



JAN'S DISTRIBUTING,

Box 140856
Anchorage, Alaska 99514
243-JANS
Fax 243-5744
1-800-478-9898

TO AIX REPRESENTATIVES ON THE FINANCE COMMITTEE:

Follow jig tliis letter arc a few signatures of people who are opposed to the tobacco
tax. We receive these petitions on a daily basis, these arc coming from our concerned
customers who we service weekly. They are very concerned about theft and violence at
their retail locations across the stale. 1f none of these names are in your district, please be
patient becrusc | know that in time we will receive some that are, because we service about
500 easterners across fhc state.

Ifyou have any questions, please call me at 1(800) 478-9898.

Sales Supervisor
Jar/s Distributing



. NEA-AIASKA

UK Affiliated with the National Education Association

NEA-ALASKA

POSITION STATEMENT -HB 1

NEA-Alaska supports passage of HB 1 increasing the tax on cigarettes and
tobacco products.

Passage of the measure will address two positive goals.

First, the increase in the cost of tobacco products will serve as a
deterrent to use by students.

eSecond, proceeds from the tax will be used to maintain our schools
and school facilities.

The NEA-Alaska Board of Directors voted to support this tax initiative. We
recommend its passage and appreciate the sponsors who have introduced
the measure.

2-25-97

ANCHORAGE REGIONAL OFFICE « 1840 S. Bragaw Street, Suite 103 « Anchorage, Alaska 99508 « (907) 274-0536 +« FAX: (907) 274 0551
JUNEAU OFFICE « 114 Second Street » Juneau, Alaska 99801 « (907) 586-3090 « FAX: (907) 586-2744
FAIRBANKS REGIONAL OFFICE « 2118 Cushman Street « Fairbanks, Alaska 99701 » (907)456-4435 « FAX: (907) 456-2159
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PREFACE

Barents Group LLC of KPMG Peat Marwick LLP was asked by the Alaska
Cabaret, Hotel, Restaurant and Retail Association to study a proposal by the State of
Alaska Long-Range Financial Planning Comm’ssion (“the Commission”) to increase the
State cigarette tax by $1 per package frcm $0.29 to $1.29 starting in fiscal year 1996.
This report, which describes our Findings, has an Executive Summary, four parts, and a
technical appendix. Part | is an introduction, Part Il describes the methodology used to
evaluate the Commission’s analysis, Part m describes our results, and Part IV provides
our conclusions.
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EXECUTIVE SUMMARY

Barents Group LLC of KPMG Peat Marwick LLP was asked by the Alaska
Cabaret, Hotel, Restaurant and Retail Association to study a proposal by the State of
Alaska Long-Range Financial Planning Commission (“the Commission”) to increase the
State cigarette tax by SI per package from $0.29 to $1.29 starting in fiscal year 1996.
The Commission estimates that this proposal would increase cigarette tax revenues (in
constant 1996 dollars) by $42 million per year for the period 1996 to 2000 (and beyond).

KPMG Barents found several major shortcomings in the Commission's estimating
procedures that lead to a substantial overstatement of the net revenue impact of the
proposal. The Commission assumed an unrealisticaily low responsiveness of cigarette
consumers to changes in the price of cigarettes. The Commission also ignored the
tendency~76r~~consumer responsiveness |,, increase with time.  Furthermore, the
Commission ignored the long-run decline in per-capita cigarette consumption observed in
Alaska and in the United States in general. Finally, the Commission misstates the
revenue potential of a fixed, per unit tax in the context of inflation. Each of these
considerations contributes to an overstatement of potential revenue gains from the tax
proposal.

In summary, KPMG Barents found that the Commission overstated the revenue
potential of the proposed tax by almost $10 million (29 percent) in FY 1996, and by $25
million (146 percent) in FY 2000. Consequently, the proposed tax would play a much
smaller role in closing Alaska’s growing fiscal gap than claimed by the Commission. The
tax would also increase the bootlegging of cigarettes in Alaska, in connection with
military installations, Indian reservations, or other nontaxed alternatives. Finally, as a
result of declining cigarette demand, the State increase would reduce local tax collections
in Anchorage, Juneau, and Fairbanks by a total of $5 million over the 5-year period.



I. INTRODUCTION

The State of Alaska Long-Range Financial Planning Commission (“the
Commission™) has proposed a Sl per package increase in the State cigarette tax. The
reason for this tax increase is to help close a widening deficit in State finances for fiscal
year 1996 (FY 1996) and beyond. The Commission estimates a deficit of $513 million
for FY 1995 and forecasts a deficit of over $1.3 billion by FY 2000 without changes in
current State fiscal policy.1

A 345 percent increase in the Slate cigarette tax from $0.29 to $1.29 will have a
number of unintended effects in the State. These effects include: (1) continued shortfalls
in state government revenues; (2) a loss in revenue to major municipal governments; (3)
increased illegal activity because of the bootlegging of tax-free cigarettes from
jurisdictions not covered by the state’s taxing authority, military bases for example; and
(4) deterioration in the distribution of income due to the regressive nature of the tax.

The Commission estimates that a $1 per package increase in the cigarette tax will
raise an additional $42 million per year (in constant 1996 dollars) during the period FY
1996 through FY 20002 These estimates, however, are based upon several questionable
assumptions that overstate the revenue potential of the tax, and will result in the State’s
revenue goals not being met.

First, the Commission be'.ieves that consumers would be unlikely to materially
adjust their purchasing behavior in response to significantly higher cigarette prices caused
by the tax increase. In other words, the Commission assumes a “demand elasticity” much
lower than reported in most peer reviewed professional journals. The scientific evidence
suggests that following the proposed tax increase, cigarette sales, and, hence, tobacco tax
revenues, would fall much more than the Commission believes.

Second, the Commission makes no reference to the long-run decline in smoking
per capita in Alaska and nationwide. Taking this into account further lowers the revenue

potential of a tax increase.

Third, the Commission ignores long-run factors specific to Alaska that are likely
to further erode potential tax revenue gains. Tax-free cigarette sales at military
installations are likely to rise substantially, through legitimate sales and through
bootlegging, if the proposed tax increase becomes law. Even under the existing tax
regime, an extraordinarily large share of cigarette sales in the State already occur through
military bases.

1 See State of Alaska Long-Range Financial Planning Commission, 1995, p. 1. These amounts are

expressed in FY 1996 dollars.
2 See State of Alaska Long-Range Financial Planning commission, 1995, p. 3 and p. 26.



Finally, the Commission misstates the revenue potential of a fixed, per-unit tax in
an inflationary environment, which also contributes to an overestimation of potential new
tax revenue.

In addition to the impact on State tax collections, we also find that the proposed
tax increase will directly reduce the tax collections of Anchorage, Fairbanks, and Juneau.
This reduction will result from the tax-induced decline in demand for cigarettes that are
subject to local taxation in these jurisdictions.

Interest in the distributional consequences of taxes has historically been a major
concern in tax policy debates. The concern is particularly acute for lower-income
taxpayers, for whom even relatively small dollar increases in tax burden can require
disproportionately large sacrifices. The 345-percent increase in cigarette taxes will
represent a much larger percentage of income for lower income residents than for
wealthier residents. This will adversely affect the distribution of income within the State
and make the tax system more regressive.

In nummary, we find that the Commission overstates potential revenue gains of
the proposed tax increase by 29 percent in FY 1996, and by FY 2000, overstates potential
revenue gains by 146 percent. In addition, the decline in local tax revenues collected by
Anchorage, Juneau, and Fairbanks, which the Commission does not discuss, will be
approximately $1 million per year. Indeed, revenues may be even lower due to increased
bootlegging. Finally, the tax increase will fall most heavily on the lower-income portion

of the State’s population.



[l. METHODOLOGY

The central relationship in our study is the demand for cigarettes. This
relationship explains how cigarette consumers react to changes in the price of a pack of
cigarettes.3 This relationship also describes the decline in smoking nationwide, in
particular, and how changing consumer preferences affect demand. Finally, the demand
for cigarettes is affected by inflation when fixed, per-unit taxes are not indexed to the
price level, as they are not in all states.

This section briefly discusses each of these considerations. The Technical
Appendix explains these factors in greater detail.

The Demand Elasticity for Cigarettes

A demand elasticity describes how responsive consumers are to a change in price.
If a large percentage increase in the price of cigarettes is followed by a larger percentage
decline in the consumption of cigarettes, then economists say that the demand for
cigarettes is “price elastic,” that is, very responsive to a price change. There have been
many studies of cigarette demand, dating back to at least 19334. Among these, some
carry more influence than others, especially those articles that appear in peer reviewed
professional journals. Among the peer reviewed articles cited in this report, the average
demand elasticity is -0.619; the average long-run demand elasticity is -1.033s. The
Commission assumes an elasticity of -0.333, which is at the very low end of the estimate
range of all the peer reviewed publications.6 By choosing a lower-bound elasticity
estimate, the Commission overestimates die potential revenue gain, because a low
elasticity implies that consumers purchase roughly the same quantity of a commodity,
regardless of its price.

Moreover, elasticities tend to increase over time, as consumers leam to adjust to
price changes. The Commission ignores this consideration entirely.

As a simple example, assume the average retail price of cigarettes is $2 per pack.
A $1 per pack tax increase will raise the price by 50 percent. A price elasticity of -0.33,
as assumed by the Commission, implies a 16.5 percent drop in consumption; i.e., tie
percent decline in demand is equal to -0.33 multiplied by the percent increase in price.
On the other hand, a short-run elasticity of -0.619 implies a 31-percent drop in demand,
and a long-run elasticity of -1.033 implies a 52-percent drop in demand. This drop in
demand affects not only the revenues from the proposed $1 per pack tax increase, but also
reduces the number of packs on which the current $0.29 tax per pack tax is collected.

3This is the elasticity of demand for cigarettes. See Technical Appendix.

* See References.

5See Appendix Table A-3 for full list of elasticities.

6The Commission docs not explicitly identify its elasticity; however, it can be inferred from their data. See
Technical Appendix.



Such differences in estimating future consumption indicate that the Commission has
significantly overstated potential tax collections.

Declining Cigarette Consumption

Per-capita cigarette consumption peaked in the United States in the mid-1970s,
and has declined steadily since then.7 Total cigarette consumption has declined more
slowly, because the decline in per-capita consumption has been partially offset uy
population growth. Trends in Alaska are similar to those for the nation overall. From
1984 to 1994 in the United States, per-capita cigarette consumption declined at a
compound annual rate of -2.9 percent, whereas total cigarette consumption declined more
slowly at a compound annual rate of -2.1 percent. Comparable figures for Alaska are -3.4
percent and -2.2 percent. The difference between the decline in per capita consumption
and total consumption is slightly greater in Alaska that in the U.S. as a whole because
Alaska’s population has tended to grow more rapidly. Based on this experience, we
assume that, holding cigarette prices constant, the demand for cigarettes declines by 2
percent per year from 1995 through 2000.8

The Commission ignores this long-standing decline in cigarette consumption,
which also contributes to an overstatement in the revenue potential of the proposed S1 per
pack tax increase. After 5 years, the Commission’s assumption leads to annual
consumption and tax collections being overstated by approximately 10 percent.

Inflation and Revenue Estimates

Inflation affects the revenue potential of the proposed tobacco tax in at least two
ways. First, the State cigarette tax in Alaska is a per-unit tax (currently, 29 cents per
pack), and like all other states, is not indexed to inflation.9 Therefore, holding constant
the quantity of cigarette packs sold, nominal cigarette tax revenues will remain constant
through time (29 cents multiplied by the number of packs sold). The real (i.e., inflation-
adjusted) value of these tax revenues would fall due to the declining purchasing power of
the dollar. The Commission assumes that the real value of tax revenues remains constant
at $42 million per year.10 With inflation and declining demand, this is not possible. If the
annual inflation rate is estimated to be 3.4 percent, the most recent official long-run
forecast by the Congressional Budget Office (CBO), the real value of a $1 per pack tax
increase will have fallen to about $0.85 after 5 years.

1See The Tobacco Institute, 1994, p. 3.

8 These growth rates are calculated from data presented in The Tobacco Institute, 1994, p. 6, p. 194. Of
course, assuming a higher rate of decline would reduce tax revenues even further.

9 No state indexes its per-unit tobacco tax to inflation. See The Tobacco Institute, 1994, p. 9.

10See State of Alaska Long Range Planning Commission, p. 3, p. 26.



The Commission also ignores a second aspect of inflation, which tends to
understate collections. The price per package of cigarettes can be broken into two pans:
a nontax component and a federal plus state tax component. The nontax component is
likely to rise with increases in the general price level. As indicated above, per-unit
federal and State taxes are not indexed to inflation. Consequently, the inflation-adjusted
price per pack will fall through time (everything else the same), due to the declining real
cost of the tax burden. This effect is not considered by the Commission.

The nontax share is currently about 74 percent of the average Alaskan retail price
of cigarettes, but falls to about 49 percent under the proposed tax increase.ll The nontax
portion of the retail price will tend to rise with inflation, while the tax portion is fixed. If
we assume the nontax share grows with inflation at 3.4 percent annually, by the fifth year,
under the proposed Sl per pack tax increase, the real price will be overstated by
approximately 7 percent.l2 With lower real prices, actual demand will be somewhat
higher than would otherwise be the case.

The combined effect of the Commission’s assumptions and methodology is to
substantially overstate anticipated tax collections under the proposed $1 per pack tax
increase. The specific results of our analysis are discussed in the next section.

N The federal tax on each pack of cigarettes is $0.24 and the State tax is $0.29. The combined total tax rate
of $0.53 is equal to about 26 percent of the retail price. If the tax share increases by $1 per pack, to $1.53,
taxes will equal 51 percent of the retail price.

2 Four years of inflation at 3.4 percent results in an upward price adjustment for the nontax share of 14.3
percent. With a 1996 retail price of approximately $3 per pack following the proposed increase, the price
in 2000 would be equal to the nontax price of $1.47 increased by |A3 percent, or $1.68, plus the federal
and State tax of $1.53, for a total of $3.21. The Commission implicitly assumes ihe entire retail price is
increased with inflation, which would result in a 2000 retail price of $3.43 per pack, or 7 percent higher.



I1l. RESULTS

The most relevant numbers for the State to consider in budget forecasting are
current (or “nominal™) dollar estimates. That is, how much money is expected to flow
into the State treasury as a result of a given fiscal policy option. To be consistent with
actual collections, such estimates must take into account expected price inflation. On the
other hand, it can be useful to consider estimates expressed in constant dollars, provided
that the calculations properly account for those factors that change with inflation (e.g.,
pretax cigarette prices) and those that do not (e.g , cigarette taxes expressed as a fixed
amount per pack).

The Commission uses solely constant (or “real”) dollars, while KPMG Barents’
estimates are prepared both in current and constant dollars. To make the comparisons
more meaningful, we also present the Commission’s estimates in a form that adjusts for
the effects of inflation. Both approaches show that the Commission’s estimates are
significantly overstated.

Differences in 1996 Dollars

The results of our study in real 1996 dollars are summarized below in Table 1
That is, these figures are consistent with the constant-dollar concept reported by the
Commission. The table also shows the decline in local tax revenues not estimated by the
Commission.

TABLE 1

ESTIMATED TAX COLLECTIONS UNDER A $1 PER PACK INCREASE
(Millions of 1996 Dollars)

FY1996 FY1997 FY1998 FY1999 FY2000

KPMG Barents’ estimateI* 32.6 28.2 24.1 20.4 171
Commission’s estimate 42.0 42.0 42.0 42.0 42.0
Commission’s overestimate 94 13.8 17.9 21.6 24.9
Percentage overestimate 29% 49% 74% 106% 146%
Local revenue loss not -0.8 -0.9 -1.0 -1.1 -1.1

estimated by Commission

The KPMG Barents estimate expressed in real dollars shows the likely change in
cigarette taxes from the $1 per pack increase in the State tobacco tax. The tax increase
begins in FY 1996 with a net real revenue gain for the State of $32.6 million. This

B Isolated effect of a $1 per pack increase; transition from short-run elasticity to long-run elasticity is
spread over 5 years. That is, the short run elasticity is used in FY 1996, the long run elasticity is used in FY
2000, and the difference between the short-run and long-run elasticities is spread ratably over the
intervening years.



amount then falls consistently until FY 2000 when the real value of the net gain in tax
revenue is $17.1 million. In real terms, the Commission’s estimate remains constant at
S42 million per year. In FY 1996, the Commission’s estimates exceeds the KPMG
Barents estimate by $9.4 million (29 percent over KPMG Barents); by FY 2000, the
Commission’s estimates exceeds the KPMG Barents estimate by $24.9 million in real
terms (146 percent over KPMG Barents). Figure | shows these estimates graphically.
Clearly, the Commission has significantly overestimated the potential revenue in each
year.

FIGURE 1

COMPARISON OF KPMG BARENTS’ REVENUE ESTIMATE
WITH COMMISSION’S ESTIMATE (IN 1996 DOLLARS)

45

1996 1997 1998 1999 2000

Fiscal Year
0 KPMG Barents' Estimate m Commission's Estimate

The differences between the Commission’s estimates and the KPMG Barents
estimates are shown in Table 2. The largest single difference results from the
Commission’s use of a very low price elasticity of demand. By FY 2000, this single
factor accounts for a $17.4 million dollar gap. The historical long-run decline in demand
for cigarettes is also significant and accounts for a $3.7 million shortfall by FY 2000.
The last major difference is the impact of inflation on the retail price of cigarettes. Here,
the Commission apparently assumes that the average retail price in 1993 dollars will
remain constant in real terms over the forecast period. While the pretax price may remain
constant, existing federal and State cigarette taxes are constant in nominal terms, that is,
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they are not adjusted for inflation.

By not including this effect, the Commission

overstates collections in FY 2000 by S3.9 million.

TABLE 2

RECONCILIATION BETWEEN COMMISSION’S
AND KPMG BARENTS ESTIMATES
(Millions of 1996 Dollars)

Commission's Estimate
Elasticity

Decline in demand
Inflation

KPMG Barents Estimate

Differences in Nominal Dollars

FY1996 FY1997 FY1998 FY1999 FY2000
42.0 42.0 42.0 42.0 42.0
9.1 -11.6 -13.8 -15.7 -17.4
-0.9 -1.7 -24 -3.1 -3.7

0.5 -0.6 -1.7 -2.8 -3.9
32.6 28.2 24.1 20.4 171

The results of our study in nominal dollars are summarized in Table 3. More
detailed results can be found in the Technical Appendix.

TABLE 3

ESTIMATED TAX COLLECTIONS UNDER A $1 PER PACK INCREASE
(Millions of Current Dollars)

FY1996
KPMG Barents estimate 32.6
Commission’s estimate 42.0
Commission’s overestimate 9.4
Percentage overestimate 29%
Local revenue loss not -0.8

estimated by Commission

FY1997

FY1998 FY1999  FY2000
29.1 25.8 22.6 195
43.4 44.9 46.4 48.0
14.3 191 23.9 28.5
49% 74% 106% 146%
-0.9 -11 -1.2 -1.3

The KPMG Barents estimate shows the likely change in cigarette tax revenue
from the $1 per pack increase in the State tobacco tax.4 Table 3 shows the tax increase
beginning in FY 1996, which implies a net revenue gain for the state of $32.6 million.
This revenue gain decreases until by FY 2000, the nominal value of this increment in tax
revenue has fallen to $19.5 million.15 Table 3 also shows the amount and the percentage

14 All values in the table are in nominal dollars. That is, they are not in real (i.e., inflation-adjusted) dollars.
15 The real value in 1995 dollars of this revenue gain in FY 2000 would be considerably less than S20

million.



by which the Commission’s calculations exceed the KPMG Barents estimate. In FY
1996, the Commission overestimates tax revenues by S9.4 million (29 percent over the
KPMG Barents estimate); by FY 2000, the Commission exceeds the KPMG Barents
forecast by $28.5 million (146 percent over the KPMG Barents estimate). Figure 2 shows
both the KPMG Barents estimate and the Commission’s estimate in nominal dollars.

FIGURE 2

COMPARISON OF KPMG BARENTS’ REVENUE ESTIMATES
WITH COMMISSION’S REVENUE ESTIMATES (ADJ. FOR INFLATION)

50

1996 1997 1990 1999 2000

Fiscal Year

0 KPMG Barents'Estimate BCommission's Estimate

Appendix Tables A-I and A-2 presents in detail the derivation of the KPMG
Barents estimates. Further discussion of the methodology is provided in the Technical
Appendix.

Local Tax Effects

The Commission projects that the fiscal gap in the State of Alaska will widen to
$861 million (1996 dollars) by the year 200016 The KPMG Barents estimate of $17.1
million (1996 dollars) represents only 2 percent of that gap. In addition, the proposed $1
tax increase will impair the revenue collection efforts of Alaska’s three largest municipal
governments: Anchorage, Fairbanks, and Juneau.

16See State of Alaska Long-Range Financial Planning Commission, 1995, p. 6.
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Tables 4 and 5 show the local tax effects in 1996 and in current dollars. The
annual decline in collections is approximately SI million with about 80 percent of the
impact occurring in Anchorage. In 1996 dollars, over the five-year period, Anchorage
collections will decline by a total of $4 million, Fairbanks will lose about 5700,000, and
Juneau will lose about 5300,000. Collections for these three municipal governments will
decline by a total of almost 55 million dollars over the five-year period.

TABLE 4
ESTIMATED IMPACT OF $1 STATE CIGARETTE TAX INCREASE

ON LOCAL TAX COLLECTIONS
(Thousands of 1996 Dollars)

City FY1996 FY1997 FY1998 FY1999 FY2000 Total
Anchorage -659 -735 -802 -861 -914 -3,971
Fairbanks -115 -128 -140 -150 -159 -691
Juneau -46 -52 -56 -61 -64 -279
Total Local Taxes -820 -914 -998 -1,072 -1,137 -4.942

The total decline in local tax collections expressed in current dollars will be
similar to the 1996 dollar figures, although somewhat higher due to the effects of
inflation. The decline in collections for the three municipal governments over the five
year period is $5.3 million in current dollars. Table 5 shows those figures.

TABLE 5
ESTIMATED IMPACT OF $1 STATE CIGARETTE TAX INCREASE

ON LOCAL TAX COLLECTIONS
(Thousands of Current Dollars)

City FY1996 FY1997 FY1998 FY1999 FY2000 Total
Anchorage -659 -760 -858 -952 -1,044 -4,273
Fairbanks -115 -132 -149 -166 -182 =744
Juneau -46 -53 -60 -67 -73 -300
Total Local Taxes -820 -945 -1,067 -1,185 -1,300 -5,318

Military Sales and Bootlegging

The proposed tax increase would make the combined State plus federal cigarette
tax higher in Alaska than in any other state.I7 Given an average retail price of $2.01 per

17 Michigan currently has the highest state cigarette tax rate at 75 cents per pack.
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pack in Alaska, this amounts to a 50 percent increase in the price of cigarettes.B
Consequently, consumers of cigarettes sold in Alaska would have an incentive to reduce
their consun otion of taxable cigarettes. Some people would do this by smoking less;
others would seek nontaxable or lower-priced sources of cigarettes. There are four ways
by which lower priced cigarettes may be attained: cross-border purchases, purchases on
Indian reservations, purchases on military installations, and bootlegging. Although
Alaska has a long border with Canada, two of its major cities (Anchorage and Fairbanks)
are not in close proximity to it Moreover, cigarette tares in the two bordering
jurisdictions (Yukon Territory and British Columbia) would remain higher than in
Alaska, even with the proposed tax change. Consequently, there would be little incentive
for cross-border purchases. Similarly, there is only one Indian reservation in Alaska
(tribal land on Annette Island) where State and federal cigarette taxes are not levied.
However, this jurisdiction is relatively small and isolated and would not be a major
source of cigarettes.

Legal and illegal (bootlegged) sales involving military installations could become
an even larger source of cigarettes in the State if the proposed $1 per package tax increase
is enacted. Cigarette purchases at military commissaries and exchanges are exempt from
federal and state taxes. Current and retired military personnel and their relatives enjoy
tax-free privileges. The prices of cigarettes at military bases are, therefore, much lower,
and the 345 percent proposed tax increase can be expected to increase the propensity for
Alaska residents to purchase their cigarettes through alternative non-taxed means.

Although sales to nonfamily civilians are illegal, military personnel might sell
bootleg cigarettes to civilians off-base. Indeed, bootlegging appears to be widespread in
Alaska and elsewhere. In 1994, over 45 million cigarette packs were sold at military
commissaries in Alaska.B During the same year, taxable unit sales at civilian outlets
were 53.6 million packs. Thus, there are almost as many unit sales at Alaskan military
bases as elsewhere in the State. Indeed, if complete data were available for Elmendorf --
these figures include only 5 months of ElImendorf sales -- total military base sales would
likely be greater than taxable sales.2

One reason for the high sales volume at military installations is the relatively high
ratio of military personnel-to-resident population in Alaska. In 1992, this ratio was 4.2

18 See The Tobacco Institute, 1994, p. 194 for the average retail price of cigarettes in Alaska.

19 These data are from military scanning audits at four of the five major military bases in Alaska: Fort
Greely in Fort Greely, Fori Richardson in Anchorage, Fort Wainwright in Fairbanks, and Eielson Air Force
Base in Fairbanks. Scanning At EImendorf Air Force Base in Anchorage did not begin until March 1995,
and purchases at EImendorf typically equal the unit sales of the other four bases combined. There are nine
other military installations in Alaska, but cigarette sales at these other bases are small compared to sales at
the five major bases.

20 During the 5-month period for which Elmendorf data are available, average monthly sales at ElImendorf
were 3.3 million packs. If the same average monthly sales rate were to be applied to the other 7 months,
total military sales would increase by 23 million packs.
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percent in Alaska, whereas the national ratio was 0.5 percent.2l However, legal sales to
military personnel and their families may constitute only a small pan of the high volume
of cigarette sales on military installations in Alaska. For comparison, in fiscal year 1993-
94 in California, taxes were paid on 1,824 million packages; tax-exempt sales on military
bases were only 79 million packages.Z2 Unlike most states, approximately half the entire
civilian population in Alaska lives within an easy commute of a military installation.23
Alaska has fourteen military installations with 24,559 active military personnel, 32,189
dependents, and 7,393 civilian employees. Eight of these installations are within 30 miles
of a population center. More complete details can be found in Table A-4 in the
Appendix.

Currently the 56.748 residents of Alaskan military bases purchase an average of
793 non-taxed packs of cigarettes per year. This compares with only 96 taxable packs per
year purchased from local businesses by the States 556,000 non-military residents.
Average per capita consumption in Alaska is 161 packs per yearA This implies that
residents of Alaskan military bases would be expected to smoke a total of 9.1 million
packs of cigarettes a year, and that the remaining 35.9 million packs purchased on
military bases are finding their way to the local population. If these 35.9 million packs
were purchased legally and, therefore, taxed, the State v/ould raise an additional $10.4
million in tax revenues each year at the current $0.29 rate. In addition to the $10.4
million of lost State revenue, the municipal governments of Anchorage, Fairbanks, and
Juneau are also, in effect, losing revenue. With the proposed tax increase, more cigarette
purchases are likely to occur through bootlegging, causing the State and local
governments to lose even more revenues.

Although it is not possible to estimate exactly the current level of this illegal
activity nor to estimate exactly the increase in bootlegging that would occur as a result of
this tax increase, experience in other states indicates that cigarette sales on military bases
surge after large increases in cigarette excise taxes.

21 For comparison, the ratio was 0.6 percent in California, 0.3 percent in lllinois, and 0.1percent inNew
York in 1992. See Statistical Abstract of the United States: 1992, p. 22, p. 338.

2 See California State Board of Equalization, Table 30B.

2 Approximately half of the resident population of .Alaska is concentrated in Anchorage, Juneau, and
Fairbanks and can easily travel to a military base.

2 WEFA Group estimate of population for 1995 (612,600) minus military.

5 Total cigarette consumption iw Alaska (53.6 million plus 45 million) divided by totalpopulation of
612,600.



FIGURE 3

TAX-EXEMPT CIGARETTE SALES IN CALIFORNIA, 1972-1994*

Fiscal Year
Actual Tax Exempt Salas “ - *Pre-1989 Trend

In 1989, California more than tripled its cigarette tax from 10 cents to 35 cents per
pack, which was the first increase in the State cigarette tax in 22 years. Cigarette sales on
military bases in the State jumped 18 percent that year.Z/ This increase can be clearly
seen in Figure 3. Also notable in Figure 3 is the deviation of actual tax-exempt cigarette
sales from the pre-1989 trend. Had the excise tax on cigarettes not been increased in
California, it is likely that tax-exempt cigarette sales would have continued to fall, as
shown by the trend line.

Even more dramatic was the surge in sales on the two major bases in Michigan
following the tripling of Michigan’s cigarette tax rate from 25 cents per pack to 75 cents
on May 1, 1994. Comparing the period October through April fjllowing the tax increase
to the same seven-month period immediately before the tax increase, tax-exempt unit
sales surged 53 percent on these two bases (Selfridge and K. I. Sawyer).

Bootlegging, of course, is not limited to military installations. In the face of
cigarette taxes that grew to roughly five times those in the United States, cigarettes

2 Source: Annual Report of the Excise Taxes Dhision of the California State Board of Equalization.
"Table 30-B - Cigarette Distributions and Per Capita Consumption 1959-60 and 1993-94," 1995.

27 See California Department of Revenue, Table 30B. Tax-exempt sales increased from 78 million packs to
92 million packs from 1989 to 1990. This was very unusual, since tax-exempt sales had declined each year
since 1972.



smuggled into Canada soared from 1986 to 1994. Inone report in 1993, it was estimated
that 50 percent of the cigarette volume in the province of Quebec was smuggled.B

Due to its clandestine nature, it is extremely difficult to measure the
responsiveness of illicit trade to a large percentage increase in a State’s cigarette tax rate.
Nonetheless, there is strong evidence that a 50 percent increase in cigarette prices in
Alaska would further drive sales underground, and that the most likely channel for these
transactions would involve bootlegging fnm military installations. Since Alaska is more
prone to this activity than most states, it is likely that the elasticity assun.ptions used in
Table 1 (-0.619 short run; -1.033 long run) are too small. Increasing these elasticities
would further reduce the expected net increases in tax revenue from the proposed SI per
pack tax.

The Regressive Nature of Excise Taxes

In addition to not raising the desired revenues, tobacco excise taxes are regressive
in nature. The burden of the Commission’s proposed $1 tax increase will fall
disproportionately on those least able to pay it.

One way to measure the regressivity of a tax system is to look at the relative tax
paid by each income group. The burden of a regressive tax will fall more heavily on
those with lower income than on those with higher income. That is, under a regressive
tax regime, those with low income will pay a higher percentage of their income on taxes
than those with higher incomes. A progressive tax regime has the opposite effect; high
income groups pay a larger percentage of their income than a lower income group.

Consider an Alaska resident who smokes one pack of cigarettes per day. That
smoker currently pays $105.85 in excise taxes per year2. Under the proposed tax
increase, that smoker will pay $470.85 in excise taxes per year - an increase of $365.
This increases will affect those with lower incomes disproportionately. Figure 4
represents this graphically. Clearly, as income increases, the percentage of income spent
on these excise taxes approaches zero. The average real personal income in Alaska is
$24,65030. Thus, on average, the excise tax of $470.85 per year represents almost 2
percent of real personal income.

u See Wall Street Journal, Decemb  d, 1993, and Linquist, Avey, Macdonald, and Baskerville, 1994.
2365 days x $0.29 current taxe? i 105.85.

P$15.1 billion of total real persunal income divided by total population of 612.600 ftorn the WEFA Group,
Regional Forecast Fall 1995, p. 11.12.
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FIGTjRE 4

PERCENTAGE OF INCOME SPENT ON
CIGARETTE EXCISE TAXES BY A 1-PACK PER DAY SMOKER
FOLLOWING THE PROPOSED $1 TAX INCREASE

Income

Percentage of Income Represented by
Cigarette Excise Taxes




IV. CONCLUSION

This report shows that the State of Alaska Long-Range Financial Planning
Commission considerably overstates the revenue potential of the proposed $1 per package
increase in the State cigarette tax. This is because the Commission assumes an
unrealistically low demand elasticity for cigarettes. The Commission also ignores the
secular decline in cigarette consumption and the tendency for demand elasticities to
increase over time. Elasticities are likely to be relatively large (larger than we assume in
this report) due to the high accessibility of military bases to the civilian population in
Alaska. The Commission also confuses nominal tax revenues from a per-unit tax with
inflation-adjusted tax revenues.

We Find that the Commission overstates potential tax revenues from the proposed
tax increase by almost S10 million (29 percent) in FY 1996, and that this overestimate
grows to $25 million (146 percent) by FY 2000. Consequently, the proposed tax increase
would have a much smaller impact on Alaska’s fiscal gap than claimed by the
Commission. In addition to having a much smaller impact on the deficit, the proposed
tax is likely to increase the illicit trade in cigarettes. By decreasing taxable unit sales in
Alaska, the proposal will adversely affect the tax bases of local jurisdictions (Anchorage,
Fairbanks, and Juneau) that tax cigarette sales. Over the five year period, these local
taxes will decline by approximately $5 million. Finally, due to the regressive nature of
tobacco taxes, the proposed increase will adversely affect those State residents least able
to afford it.



TECHNICAL APPENDIX

In order to estimate the change in tax revenue caused by an increase in excise
taxes, it is necessary to understand how that increase in excise taxes will affect consumer
behavior. Excise taxes are typically shifted forward to the consumer in the form of a
price increase, and consumers will react to that increase in price according to their price
elasticity of demand for that product. The concept of price elasticity of demand is central
to this analysis.

In addition to discussing elasticity of demand, this appendix also discusses the
scenarios considered in arriving at the KPMG Barents revenue estimate, the constant and
current dollar estimates, a summary of elasticities of demand from various journals, and
provides more detailed information on the military bases in Alaska.

I. Elasticity of Demand (Ed)

The elasticity of demand (Ed) is defined as the percentage change in quantity
demanded caused by a one-percent change in the consumer price of a commodity. For
example, if a one-percent change in the price of a package of cigarettes causes a 0.8
percent decline in the quantity of cigarettes demanded, then the elasticity of demand for
cigarettes is -0.8. By definition

AQ = Eq(P+AP)/P - 1]Q
In 1993/94 in Alaska P = $2.009/pack, Q = 52.8 million packs sold, and AP (the proposed
tax increase) = Sl. Gross cigarette tax revenues were $15,321 million, and the

Commission claimed that with the tax, gross tax revenues would be $57 million.
Therefore

29 Q0

$15,321 million

1.29 Qi $57 million, and

Qo = 15.321/.29

Qi =57/1.29
Solving for Qi - Qo = -8-6 million packages. Thus, Ed = -.33.

Instead of using only the price elasticity of demand used by the Commission,
KPMG Barents uses more appropriate elasticities of demand for both the long-run and the

short-run. The elasticities chosen are based on elasticities reported in studies of cigarette
demand in professional, peer reviewed journals.



2. Scenarios of Appendix Tables A-lI and A-2

Scenario (1), the KPMG Barents estimate, shows the transition from the short run
to the long run, after price changes caused by inflation have been removed and changing
consumer preferences are recognized. We assume that the transition from the short run to
the long run occurs over five years, so that by FY 2000 the revenue impact is identical to
that in long-run Scenario (2c). Similarly, the initial revenue impact in FY 1996 in the
KPMG Barents estimates is assumed to equal the FY 1996 revenue value for short-run
Scenario (3c).

Scenarios (2a), (2b), and (2c) derive the long-run net new revenues generated
from a $1 per pack increase in the State cigarette tax. For each year, we assume that the
long-run demand elasticity of -1.033 applies to the change in cigarette prices. Scenario
(2a) shows the long-run revenue impact of the $1 proposed tax increase. (2b) shows the
tax revenue impact of changes in demand without the tax increase. Scenarios (3a), (3b),
and (3c) perform the same analysis using a short-run demand elasticity of-0.619.

Scenarios (4a) through (4d) represent models similar to those used by the
Commission and use a price elasticity of -0.333. The overestimates caused by the
Commission’s misspecifications are found by subtracting the KPMG Barents estimate
(Scenario 1) from Commission Scenario (4d). The amount of overestimation is also
indicated in the fable as Scenario (5).

3. Appendix Table A-l: Estimates in constant dollars

The Commission’s revenue estimate of $42 million of increased tax revenue per
year is computed in constant, Fiscal Year 1996 dollars. By definition, therefore, the
Commission does not account for inflation. Appendix Table A-l follows the same
methodology and presents the results in constant, 1996 dollars. KPMG Barents, however,
starts with revenue estimates in current, inflation adjusted dollars, and deflates those
values using the Congressional Budget Office’s (CBO) inflation forecastsal to arrive at
constant dollar figures.

4. Appendix Table A-2: Estimates in current dollars

We use the Congressional Budget Office (“CBO™") inflation forecast to increase
the nontax component of the price of a pack of cigarettes. The tax component (federal
cigarette tax plus State cigarette tax) is fixed, and is added to the nontax component to
give the nominal cigarette price each year. This is the inflation adjusted price of a pack of
cigarettes. KPMG Barents uses this inflation-adjusted price in estimating the change in
guantity of cigarettes demanded, and the effect of inflation is carried through all the
calculations.

3 For CBO's inflation forecasts. An Analysis of the President's Budgetary Proposals for Fiscal Year 1996.
April 1995.
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5. Appendix Table A-3

Table A-3 is a summary of cigarette price elasticities dating from 1933 to the
present. The studies reflect a variety of methodologies, but all are studies of the demand
for cigarettes. KPMG Barents chose to use averages of those elasticities cited in the peer
reviewed journal articles for this study.

6. Appendix Table A-4
Table A-4 is asummary of information from the Directory of U.S. Military Bases

Worldwide edited by William R. Evinger in 1995. It clearly illustrates the proximity of
many Alaskan military bases to the large population centers.
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APPENDIX TABLE A-I
DERIVATION OF KPMG BARENTS REVENUE ESTIMATES

(in millions of 1996 dollars)

KPMG Barents'estimate
Assumed short-run to long-run elasticity phase in rate

$1 state tax increase; E--1.033

No state tax increase; E=-1.033

#1a minus If1b (netting out long-run price effects)
$1 state tax increase; E=-.619

No state tax increase; E=-.619

#2a minus #2b (netting out short-run price effects)
$1 state tax increase; E=-.333

No state tax increase; E=-.333

Slate of Alaska's revenue impact estimate: (properly deflated)

Overestimate (compared to baseline, #1):

Commission's estimate

Overestimate (compared to baseline, #1):

Percentage overestimate:

FY1995 FY1996 FY1997

0.00

15.54

15.54

0.00

15.54

15.54

0.00

15.54

15.54

0.00

0.00

0.00

0.00

32.62

34.67
15.36
19.31
47.93
1531
32.62
57.09
15.27
41.82

9.20
42.00

9.38

28.7%

28.16
0.25

3341

14.68

18.73

45.89

14.58

31.30

54.41

14.52

39.89

11.73

42.00

13.84

49.1%

FY1998
24.10
0.50
32.20
14.03
18.16
43.93
1389
30.03
51.84
13.80
38.05
13.95
42.00

17.90

74.3%

FY1999
20.40
0.75
31.01
1341
17.60
42.04
13.23
28.81
49.39
1311
36.28
15.88
42.00

21.60

105.8%

FY2000
17.05
1.00
290.87
12.81
17.05
40.23
12.60
27.63
47.06
12.46
34.60
17.55
42.00
24.95

146.3%
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APPENDIX TABLE A-2
DERIVATION OF KPMG BARENTS REVENUE ESTIMATES

KPMG Barents’ estimate
Assumed short-run to lonp-run elasticity phase-in rate

$1 state tax increase; E=-1.033

No state tax increase; E=-1.033

#1a minus #1b (netting out long-run price effects)
$1 state tax increase €=-.619

No state tax increase; E=-.619

#2a minus *2b (netting out short-run price effects)
$1 state tax increase; E=-.333

No state tax increase; E=-.333

State of Alaska's revenue impact estimate: (properly deflated)

Overestimate jmpared to baseline, #1):

Commission's estimate

Overestimate (compared to baseline, #1):

Percentage overestimate:

(in millions of current dollars)

FY1995 FY1996

0.00

15.54

15.54

0.00

15.54

15.54

0.00

15.54

15.54

0.00
0.00

0.00

0.0

32.62

34.67
15.36
19.31
47.93
1531
32.62
57.09
15.27

41.02
9.20

42.00
9.4

28.7%

FY1997
29.12
0.25
34.55
15.18
19.37
47.45
15.08
32.37
56.26
15.01

41.25
12.13

43.43
143

49.1%

FY1998
25.76
0.50
34.42
15.00
19.42
46.96
14.85
3211
55.43
14.75

40.68
14.91

44.90

191

74.3%

FY1999
22.56
0.75
34.29
14.83
19.46
46.48
14.63
31.85
54.61
14.49

40.11
17.56

46.43
239

105.8%

FY2000
19.50
1.00
34.14
14.65
19.50
45.99
14.41
31.58
53.79
14.24

39.55
20.06

48.01
28.5

146.3%



APPENDIX TABLE A-3

SUMMARY OF STUDIES OF CIGARETTE PRICE ELASTICITIES OF DEMAND
Time Period  Price Elasticity

Author Year  Type of analysis

Schoenberg 1933  Time-series 1923-1931 -0.25 and -0.68
Ordinary least squares

Stone 1945  Time-series 1929-1941 -0.39
Ordinary least squares

U.S. Treasury Dept. 1948  Time-series 1929-1943 -0.01

Rockwell 1948  Time-series 1927-1941 -0.03

Temnant 1950  Time-series 1913-1945 inelastic
Ordinary least squares

Federal Reserve Bank of Richmond 1952  Time-series 1929-1948 -0.66

Maier 1955  Cross-section 1947-1951 -0.31 to-1.48
Each year estimated separately

Sackrin 1962  Time-series 1926-1958 -0.3t0-0.4

Koutsoyannis 1963  Time-series 1950-1959 -0.036 to -0.951
Aggregate tobacco consumption international
results

Vernon, et ai. 1967  Time-series 1949-1966 -0.43

19 equation econometric model of the tobacco

industry



Author
Houlhlakker and Taylor

Miller

Laughunn and Lyon

Mann

Hamilton

Schmalensee

Schnabel

Sutton

Warner
Ippolito, Dennis and Sant

Lewit and Coate

Fujii

Year

1970

1970
1971

1971
1972

1972

1972

1974

1977

1979

1980

1980

Type of analysis
Cross-section
Three-pass least squares
Time-series

pooled

Bayesian regression
Time-series
Cross-section

Ordinary least squares
Time-series

Ordinary least squares
Time-series

Ordinary least squares
Time-series
Time-series
Time-series
Cochrane-Orcutt procedure
Cross-section

Ordinary least squares
Time-series

Ridge regression

Time Period

1964-1967

1949-1968
1950-1968

1949-1969
1954-1965

1947-1967

1949-1963

1950-1972

1947-1970

1925-1925

1976

1929-1973

Price Elasticity
-0.54

-0.89
-0.81

-0:84
-0.51

-0.32 (short-run)
-1.1' (long-run)
-0.85

-0.45
-0.511
-0.81

-0.4

-0.48



Author
Schneider, Klein and Murphy
Young

Sumner and Alston

Sullivan

Baltagi and Levir.

Porter

Baltagi and Goel

Kao and Tremblay

Russo

Chaloupka

Year
1981
1983

1984

1985

1986

1986

1987

1988

1989

1991

Type of analysis
Time-series

Time-series

Ridge regression
Time-series

Generalized least squares
Panel

Generalized! .«st squares
Panel

Hausman-Taylor estimation
Time-series

Two stage least squares
Time-series
Quasi-experimenlal method
Time-series

Two stage least squares
Cross-section

Tobit maximum likelihood

Time-series

Two stage least squares

Time Period
1930-1978
1929-1973

1946-1983

1955-1982

1963-1980

1947-1982

1956-1983

1953-1980

1980

1976-1980

Price Elasticity

-1.2

-0.33 t0-0.34

-0.29

-0.66

-0.215

-0.05 t0 -0.29

-0.114 to-0.917

-0.50 to-1.0

-0.57

-0.37 to -0.27



Author

Wasserman et al.

Keeler, Hu and Barnett

Becker, Grossman, and Murphy

Franke

Reekie

Townsend, Roderick, and Cooper

Saba, Beard, Ekelund, and Ressler

Year

1991

1991

1994

1994

1994

1994

1995

T'" vr E n

Type of analysis

Time-series

Generalized liner model

Time-series

Full information maximum likelihood with
instrumental variables

Time-series of state Cross-sections

Two-stage least squares

Time-series

Logarithmic ordinary least s cares and two stage
least squares

Time-series

Logarithmic and linear ordinary least squares
Time-series

Multiple regression analysis

Time-series for Cross-section of states

Nonlinear least squares estimation

Time Period

1975-1985

Jan. 1980 - Jan.

1990

1955-1985

1961-1990

1970-1989

1972-1990

1960-1986

Price Elasticity
-0.283 10 0.059

-0.35 (pretax)
-0.65 (posllax)

-0.734 t0 -0.788
(Long-Run)
-0.355 to -0.436
(Short-Run)
-0.368 to -0.547

-0.877

-0.5 (men)
-0.6 (women)
-1.30



Name ofBase
Adak Naval Air Station

Adflc Naval Security Group Activity

Elmendorf Air Force Base
Kulis Air National Guard Base

Eareckson Air Force Base

Eielson Air Force Base
Fort Greely
Fori Richardson

Fort Wainwright

I7Ih Coast Gu<rd District Headquarters
Ketchikan Coast Guard Base/Group

King Salmon Airport

Kodiak Coast Guard Support Center
Talalina Air Force Station

Total

APPENDIX TABLE A-4

ACTIVE MILITARY BASES IN ALASKA

Location

On Adak island in Andreanof Islands of Aleutian
Chain; approximately 1220 miles from Anchorage.
On Adak Island in Andreanof Islands,
approximately 1200 air miles South West of
Anchorage.

North side of Anchorage city limits.

At Anchorage IAP off Raspberry Road,
approximately 5 miles from downtown.

Remote Air Force Base, 1500 miles South West of
Anchorage at westernmost tip of the Aleutian
Islands.

26 miles South East of Fairbanks on Richardson
Highway.

105 miles South of Fairbanks on Richardson
Highway.

Approximately 8 miles North of Anchorage on
Glenn Highway.

Approximately 0.25 miles from Downtown
Fairbanks

In Federal Building in downtown Juneau

In South East Alaska, | mile South of Ketchikan on
Revillagigedo Island; not accessible by road.

727 miles just West of Aleutian range
approximately 280 miles South West of Anchorage;
0.5 miles from Town of King Salmon. Not
Accessible by ground transportation.

‘Jorth East corner of Kodiak Island, 7 miles South
of Kodiak.

Approximately 230 air miles Nonh West of
Anchorage; 150 miles West of MI. McKinley.

Active Duly Personnel
650

600
7,000
1,200

550

2,786

500
4,400
5,000

233
250

290

1,100

24,559

Note: Anchorage Naval Reserve Center with no reported personnel has been excluded from this table.
Source: Evinger, William R., ed. Directory of U.S. Military Bases Worldwide. Phoenix: Oryx Press, 1995.

Dependents
2H)

450

13,000

4,439
300
5,600

6,700

1,500

32,189

Civilian Personnel
230

25
2,400
245

25

1,498

100
1,570
1,150

36
25

17

62
10

7,393
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*Cigarette smuggling

getting worse, cop says

By Matthew g. Davis
FretP m SuO Wrtar

Cigarette smuggling in Michigan is
so rampar,;, said Dearborn Polk* Chief
Ron Dead, that hit narcotics invest}-
gators spdnd more time tracking <30*71
illegal cigarettes than illegal drugs.

"We btmfly cannot keep up with
the constant flow of dps on cigarette
smuggling." Dead said, 'let alone
initiation of meaningful investigations
targeted at organised-crime smug-
gling-

Dead made his comments before a
state Senate subcommittee, which met
Friday in DeaibomCity Council cham-
bers to hear testimony on how the
Legislature can curb cigarette smug-
gling. About three doeen people at-
tended.

The smuggling problem, which
started when the state tripled its ciga-
rette tax to 75 oents m March 1994,
extends far beyond Dearborn.

In fact. Michigan is the biggest
market in the country for contraband
cigarettes, aid Larry Ford, supervisor
in the federal Bureau of Alcohol. To-
bacco and Firearms. Ford said three
additional BATF field offices outside
Michigan have been called in toinvesti-
gate snug?ling.

Several law enforcement officials
on Friday recommended requiring cig-
arette manufacturers to stamp each
pack. That would make it easier for
police to detect illegal cigarettes, par-
ticularly at convenience store*.

"A stamp would definitely help in
enforcement,”" Ford said. ,A\Ve have a
lot of mom and pop stores trading in
contraband cigarettes."

Critics of the stamp, though, said it
would not be a remedy.

"It wall change the course of smug-
gling." said Rod Stamler. a former
deputy commissioner of the Royal Ca-
nadian Mounted Police.

[

Tu Rites

The highest and lowest taxes
per pack;

Na<sT

1. Washington — 81.5 tents
2. Michigan — 75 ccrms

3. Washington, D.C. —65 cents
4. Hawaii — 60 cents

5. New York — 5d cents

5. Rhode Island — 56 cents
7. Massachusetts — 51 cents
8. Connecticut — 50 oents

9. Minnesota — 48 oents

10. North Dakota — 44 cents

IMDT

1. Virgmi* — 2.5 cents

2. Kentucky — 3 certs

3. North Carotins — 5 cents
4. South Carolina —7 cents
5. Georgia — 12 cents

5. Wyoming — 12 cents

7. Tennessee — 13 cents

8. Indiana — 15.5 cents

9. Alabama — 16.5 cents

< 10. Missouri, West Virginia —

L

17 cents |
|

Starokx, who recently conducted a

study on interstate tmuigfrg, aid a
stamp only would force the lucrative
trade into the hands of more sophisti-
cated smugglers — and organized
crime — that have the resources to
counterfeit stamps.

Nonetheless, state Sen. Doug Carl.

R-Mt. Clemens, chairman of the sub-
committee, said he expecu to intro-
duce a bill by the end of the year
requiring stamps on cigarettes packs.

Carl sa»d the alternative to curbing

the smuggling, lowering the tax, is not
politically feasible.
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By TOM PiCCEON. m* A3iocal*d Pr»«
Jim Garmo's Galaxy food store In Ypsilantl has been burglarized nine times since May. The
thieves Ignored the cash register and cleaned out the store's stock of cigarettes.

Ciligarette tax ta k e

goes up In sm oke

Sales plunge following 50-cent boost

P.02
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ey JUAN B. CUZONOO Jr.
The Associated Press

LANSING — Burglars have hit
Jim Carmo's store in Ypsilanti nine
limes since May. But he hasn't lost
a dime from his cash register.

Instead. Mr. Garmo said, the
thieves have taken a lucrative com-
modity; cigarettes.

Fewer cigarettes are being sold
in Michigan since a 50-cent_ per-
pack tax increase Wicked in on May
1, But me tfrop doesn’t mean Mich-
igan smokers are lighting up less.

Mr. Garmo said the tax increase
indirectly caused the burglaries at
his store v*hile alio killing off his
cigarette sales, lie said his ciga-
rette business has dropped from
700 cartons a week to about 250
cartons. With cigarette sales go im-
pulse purchases.

"There's a lot of losses there,”
Mr. Garmo said. "1 don’t think wc
gain anything from the tax in-
crease."

The increase was part of the
Proposal A school tax plan, which
was overwhelmingly approved by
voters on March 15 The 50-ceni
increase pushed Michigan's ciga-
rette tax to 75 cents a pack, the
highest in the country.

Since the May 1 increase, stave
revenues from cigarette sales hare
dropped 3bout 30%. A national to-
bacco interest group said cigarette
sales are down statewide by about
40% and some retailers said their
sales have dropped even lower.

Guy Amns, vice president of
sales and operations for Pri-Mar
Petroleum in St Joseph, said
things are especially bleak along
the state lines.

Pri-Mar runs 1l Pri-M3rt conve-
nient stores in southwest Michigan
and has watched cigarette custom-

i)

J mbounder

(U%E'IES\AB?LII\G

THE SMOKING GUN

m State law says it's illegal to bring a
single pack of cigarettes into Michigan
Ircm another state. Pecpie who buy
cigarenes in other states and bring in
less than $50 worth of cigarettes could
lace misdemeanor charges and would
lose the cigarettes, if caught.

m Smuggling more than SSO worth of
cigarettes is a teiony punishable by up
la five years in prison and a S5.000
fine.

ers drive south into Indiana.

"As soon as the tax increase was
passed, there were ads for ciga-
rettes for $11 a canon. Qurs sell
for 119 to $20 a carton,” Mr. Ar-
rans said. i

Ore Pri-Mart store, just four
miles from Indiana, lost 98% of its
carton sales froni May 1 to Nov. 30,
M. Arnns sail Total cigarette
sates fell 50% at that store.

Efforts to get around the tax
increase are a growing problem,
said It. Robert Manes, head of the
Michigan State Police Treasury En-
forcement Division.

"We've been involved in cigarette
Lax cases before, but not to the
degree now," Lt. Manes said.

He heads a three-person team
within the divis.on. The team was
created in October to investigate
tobacco smuggling and theft cases.
Lt. Manes said tobacco cases be-

fore the tax increase averaged be-
tween three and 10 a year. Since
May, there have beer. 21, h« said.

As the profit margin increases
for stolen and smuggled cigarettes
there is a potential for organized
crime to get involved, said Mark
Smith, director of the National Coa-
lition Agiinst Crime and Tobacco
Contraband. The Washington-based
organization gets most of its bind-
ing from tobacco companies.

Mr. Smith said the overwhelming
part of Michigan's lower cigarette
sales are caused by smuggling and,
stealing. In a report released earlier |
this year, the group said cigarette '
sales in neighboring states in-
creased by up to 30%.

"The anti-smoking campaign will
point to (the drop) as a success in
getting people to stop smoking, but
that’s not true,” Mr. Smith said.
"Most of the entire amount is due
to smuggled products.”

Lt. Manes said there have been
three big raids since October in the
Detroit area. One netted 60 cases;
one other recovered 189 cases.

John Beasley, head of the to-
bacco program in the state's Center.
for Health Promotion, said cigarette
smuggling might account for some
sales drop, but it's too early to tell.

The Department of Public Health
estimates that nearly 2 million of
Michigan's 9.5 million residents, in-
eluding 125,000 minors, smoke.;
When lawmakers were considering :
the cigarette tax increases, health
officials estimated the higher cost
would prompt 170,000 to give up
the habit.

But Mr. Beasley said revenue
and sales figures since May aren’t
enough to gauge what's happening.
He noted Ih3t sales were up before
the higher tax kicked in — 23%
according to Treasury officials.
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ANOTHER VIEW

Excise Taxes:

the Im pact on

Economics, Crim e

By Dr. Jonn E Berthouq. Alexis do
Tocu’»ville Institution

Given the current locus in Wash-
ington on shifting our federal tax *>stem
toward consumption and away front pro-
ductive activity, many in the states see
this as a blessing to raise their consump-
tion tare-. While the adverse conse-
quence* of taxes on income and invest-
ment arc no doubt paramount, what hj>
been lost in the debate in the states
sometimes are the negative economic
consequences of taxes On consumption.
Economists have long found that excise
taxes offer an excellent case study- of
consumption taxes. The findings of most
economic studies arc that higher excise
taxes cause substantial and widespread
harm.

Excise taxes lead to economic loss
for higher tax states lur three key rea-
sons. First, there is of course a loss in
business revenue jnd employ mcnt in the
state wuh higher taxes as residents cross
borders to make their purchases. Sec-
ond. there arc subsidiary sales losses —
when people travel across borders to
avoid higher taxes, they may make addi-
tional purchases in convenience stores
or at gas stations Finally, direct sales
losses and subsidiary sales losses both
lead to a loss in government revenue,
which was supposedly the reason taxes
were set at higher rates m the first place.
Governments lose a whole host of rev-
enues. including most obviously sales
and excise taxes. In addition, high tax
stales will lose personal income tax rev-
enues. as well as revenues from huxine*>
taxes and fees.

Studies have demonstrated the eco-
nomic consequences ofcxcise taxes tor
the states For example, a 1990 study by
Pnce W jtcrhouse examined cross-bor
der aetiv-iy between Indiana and Illi-
nois. Indiana realized a net economic
benefit from tobacco products and mo-
tor fuels, but lost sales in wine and dis-
tilled spirits. The economic gains and

losses were due largely to tax differen-
tials.

In motor fuels taxes. Indiana had a
5-cent pnce advantage in 1988. This
translated into sales which were 235
percent higher Illinois'. Similarly. Indi-
ana had a tax advantage in cigarette* —
in 1988.acanon ofcigarettcs cost SI 37
more in Illinois Pan of this lax differ-
ence was due to state taxes and pan was
duo to local taxes, iChicago, lor ex-
ample. has a S2 60 per canon tax on top
of ihe state lew ) However, in alcohol.
Illinois had the compared'e ad' -image.
'A'huc having a higher sales u* 16 per-
cent versus 5 percenti. Illinois' excise
tax on wine was 2? cents per gallon
comparelio4"centxin Indiana. lllinois'
tax on -pints was S2 per gallon versus
52 o.i in Indiana

These tax differentials led to sub-
stantial crOsx-horder activity and trans-
lated into huge gains "or the state with
the comparative tax advantage in ihe
dilTenng product* The net result of
cross-border activity with Illinois was.
S$58.? million in additional sales and
excise tax revenues. Soil 6 million in
additional retail sales; 1,996 additional
jobs prov iding $22,5 million incompen-
sation. Price Waieiliouseconcludcd that
10.J percent of sales and excise tax
revenue on these products was due to
cross-border activity.

Today, we see a similar pattern of
economic gains anJ losses due to tax
differentials. Most significantly, Indi-
ana and oiher stales seem to be gaming
crnxx-border cigarette sales at the ex-
pense of Michigan. The Michigan lax on
cigarettes rose from 25 cents per pack to
<5 cents per pack in May 199a Sales in
fiscal 19>;5 m Michigan ore down 27.6
percent vihilc sales in bordering states
are up. Sales are up 4.54 percent in
Indiana. 6.1 percent in Ohio and 8 per-
cent m Wisconsin Thus. Indiana is
clearly reaping the benefits from across-
border advantage with Michigan.

And nor only arc individual con-
sumers crossing Michigan binders, but
evidencc or organized smuggling is ap-
pearing The .Michigan “rarc police re-
port an increase m thi> type of activity
since the iax took effect last year. Given
the experience of Canada, we should not
he surprised to Sec this type of activity.

Because of sky -high e xcise taxes m
ihe e.irly 1990s. Cjnada faced a huge
problem with smuggling of alcohol and

P.04

especially tobacco that ultimately led 10
a rollback in taxes. In 1992. one out of
fixe cigarettes sold there was smuggled
in. This smuggling was simply a matter
ot economic*, in Montreal, a carton o:
legal cigarettes cost 548. while illegal
cartons could be bought for Si8.

The situation sol >0 bad that even
the koyal Canadian Mourned Police were
waxing the white flag. Mounted Police
Commissioner N.D. Inkster saw ihe
smuggling as a crisis. In a 1994 letter io
the pnme minister he wrote: 'We arcai
a point where existing law enforcement
resourcesare virtually ineapablcofium
ing the tide in this rapidly expanding
problem, given our other responsibili-
ties across Canada. \\ hilc seizures have
increased dramatically. the extent of the
problem has been rising at a mucn faster
rate wuh the involvement of organized
Crime groups and otherwise law-abid-
ing citizens engaging in criminal activ-
ity through the open purchase of contra-
band.' Inkster argued that various mea-
sures should be taken to combat the
smuggling, perhaps the most significant
of which was a reduction in taxes on
these products. Finally, this smuggling
epidemic led the government in 1994io
lower the tax on tobacco to 55 per car-
ton.

And while in the I'nitcd States, the
50 states are particularly susceptible to
negative economic repercussions from
cross-border activity. there are negative
consequences from the federal govern-
ment raising excise taxes. Usingacom-
putub:* general equilibrium model, it
was discovered that doubling fedetal
excise taxes on alcohol, tobacco and
motor fuels would lead to a .3.75 percent
decline in output in key sectors most
affected by these taxe* and a lovS or
301.910 jobs.

While it is cniri.il for govemmeni
to keep taxes low on productive activi-
ties —Such as work and investment —
because of the dangers of cross-border
activity, u is also cnttcal to keep sales
and excise taxes low. Ruiher than get-
ting into an eithor-or debaie in the >tatcv
on the ments of different u ses, ihe best
strategy lor legislators seeking to bal-
ance the budget is tocut spending. There
is no such thing as a good" tax to
raise .9

Dr. John H. OenhoulJi* 'mece Presi-
dent o fthe Ali-sis tie Toctfin' o'e.r Institu-
tion in A'linylnil. IM.

S')xF\i5Cf 22 10CS m is



T obacco

ta X rates
EdCarwn
Cigarette smuggling

threatens to become a major
problem.
Theres a giant sucking

sound in the United States =

and you don't need to be Ross
Perot to hear it. It's the sound
of hundreds of thousands of
Americans smoking ciga-
rettes smuggled from Merioo
and other points ofentry. And
it's growing louder every day.

Over the past 15 years,
the average state and federal
tax on a pack of cigarettes has
gone up 152 percent - from 21
rents to 53 cents. And some
states are way above average.
Michigan, for instance, raised
its state cigarette tax 200 per-
cent in May 1994, from 25
rents a pack to a national
high of75 cents.

With politicians hot for
tax revenue and cigarette pro-
hibitionists on the march, the
trend can only continue.
Indeed, one of the few things
Congress seemed to agree on
during the health-care debate
was the easiest way to get
money to pay for national
health care: Raise cigarette
taxes. The Senate Finance
Committee's bill proposed an
increase in the federal ciga-
rette tax of more than 900
percent.

The effects of such prohi-
bition-by-Laxation are as pre-
dictable as they are usually
ignored. Cigarette smuggling
is well on its way to becomin
a tnajor problem in the Unite
Stales. Raising cigarette
taxes any further risks
repeating Canada’s recent
disastrous experience with
cigarette smuggling, which
threatened ‘the very fabric of
Canadian society,” according
to Canadian Prime Minister
Jean Chretien, when he
announced deep cuts In ciga-
rette taxes a year ago.

Contraband cigarettes

REASOS

MARCH 1995

road: H

C an

held no more than 2 percent
of the total cigarette market
in Canada until 1991, when
the government imposed a
value-added tax and
increased the federal ciga-
rette tax by 146 percent. After
the tax increase, however, the
price differential between cig-
arettes sold in Canada and
those in the United States
soared to more than CDN535
a canon. More and more
smokers refused to pay as
much as CDN550 for a hilly
taxed carton of cigarettes
when they could buy the same
brand on the black market for
CDNS20-40.

The result was an invita-
tion to organized crime.
Mohawk Indians from tribes
along the U.S.-Canada bor-
der. biker gangs, and Asian
Triads smuggled cigarettes
across the border in boats, air-
planes. trucks, vans, legiti-
mate courier companies, and
snowmobiles.

Ironically, roost of the
smuggled cigarette* were
made in Canada. Canadian
tobacco companies exported
15.6 billion cigarettes to the
United States in 1993, up
more than &30 percent from
1990. Because there was no
apparent increased U.S.
demand for Canadian ciga-
rettes, it’s widely accepted
that almost all of the exported
cigarettes, on which no
Canadian taxes were paid
were smuggled back into
Canada.

These cigarettes were
sold by street vendors, out of
the backs of cars, at flea mar-
kets, at restaurants, at bars,
at convenience stores, and at
high schools. When one smok-
er hooked up with a dealer, all
of his ot her friends and co-
workers were connected as
well. The October 20, 1992,
Clobe and Mail of Tbronto
reported that a 77-year-old
woman was buying ‘hot

igher

encourage

smokes" for members of her
bridge dub and that a sur-
geon became the black mar-
ket supplier for his co-work-
ers at Montreal hospital.
Many of the smokers who
were uneasy about breaking
the law decided it was OK
when they jaw that “every-
body's doing it"

Not everybody, but it
started getting close. Before
the tax hike, one in 50 ciga-
rettes smoked ir. Canada had
evaded taxes, estimates the
forensic and investigative
accounting firm of Lindquist
Avey Macdonald Baskerville
in a study sponsored by the
Canadian tobaoco industry.
By the end of 1993, nearly one
in three cigarettes wts con-
traband. An August 1994
report by the Non-Smokers’
Rights Association (Canada)
disputes those figures. But it
concedes that one in four ciga-
rettes may Nav« been contra-
band in 19S3.

Smuggling partictarly
hurt “mom and pop' rive-
nicnce stores, which rely
heavily on cigarette sale*. Rod
Stamler, a partner with
Lindquist Avey and a former
assistant commis'ioner of the
Royal Canadian Mounted
Police, says that many retail-
ers began carrying ‘dual
inventory¥ elegal cigarettes
over the counter, illegal
smokes below. Retailers also
were victims of a crime wave,
as it became more lucrative
for thieves to skip the cash
register and head straight for
the cigarettes.

The government tried
cracking down on cigarette
smuggling, but the police
didn’t get that much support.
“Everyone thinks the taxes on
cigarettes are too high, so it's
not a crime to buy them ille-
gally," Staff Sergeant Walter
Wafer, head of the Mounties'
customs-and-excise section in
Montreal, told the Tbronto

cigarette

sm uggling

Globe and Mail.

The government's inabili-
ty to enforce an unpopular
law only  emboldened
Canadians to become more
defiant. On January 24,1994,
75 store owners in St
Eustache. Quebec, rebelled by
openly selling contraband cig-
arettes. Hundreds of
Canadians waited hours to
buy cigarettes for less than
half the legal price. The
police, perhaps deciding in
this instance that it was bet-
ter to be loved than feared,
made no arrests.

Such upfront defiance t;
the law alarmed Canadian
politicians. Even more dis-
turbing to them were ligns
that, cigarette tax evasion was
having spill-over effects on
other taxes. Thstop the fiscal,
political, and social hemor-
rhaging, in February the fed-
eral and five provincial gov-
ernments made deep cuts in
cigarette taxes, which essen-
tially eliminated cigarette
smuggling in Canada.

Thx rates are still much
lower in the United States
than they were in Canada,
but signs of rebellion are
already apparent.
Contraband cigarettes evad-
ing federal taxes made up 6
percent of the total U.S. ciga-
rette market in 1994, up from
a negligible level in 1991,
according to a preliminary
estimate in a new study by
Lindquist Avey.

The study suggests that
the United States is now at
the same stage that Canada
was in early 1991, the time at
which cigarette smuggling
there began to spin out of con-
trol. The United States may
need just one more significant
tax increase to unleash a full-
scale revolt.

The study was commis-
sioned by the National
Coalition Against Crime and
Thbacco Contraband, which is
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financially baeV-d by RJ.
Reynold* Tobacco Co. The
«v*lilion also includes other
tobacco companies, whole-
salers, distributors, and
retailers.

Anti-smoking forces dis-
miss the coalition as a tobac-
co-industry front group and
say its warnings are scare tac-
tics. John Bloom, who works
on tobacco-tax issues for the
American Cancer Society,
says the Lindquist Avey esti-
mate "is just about as believ-
able as the tobacco industry's
claim that nicotine isn't addic-
tive." In fact, he arguea that
"a major federal tax increase
would not cause a significant
international smuggling prob-
lem and would actually
reduce what little interstate
smuggling that is going on,"
by reducing the price differen-
tial percentage between
states.

Nonetheless, international
cigarette smuggling appears
to be on the rise in the United
States. Perhaps the most visi-
ble tip-offis what's going on at
the Mexican border. The
Department of Agriculture
estimates that U.S. tobacco
companies exported 148.3
million packs to Mexico in
1994, an increase 0f2,424 per-
cent from 1990. As with
Canada's exports, it's
assumed that the vast minor-
ity ofthese untaxed cigarettes
are smuggled back into the
United States.

The volume of traffic at
border crossings, which has
increase since the passage of
the NAFTA, makes it difficult
for U.S. Customs officials to
detect smuggled goods - and
even then they are looking
primarily for illicit drugs,
not untaxed cigarettes.
Individuals buy untaxed ciga-
rettes at duty-free shops,
drive Into Mexico, and cross
back into the United States,
Olegal immigrants commut-
ing to work in Thxas some-
times smuggle cigarettes in
backpacks, says Kevin Koch,
vice president of McLane
Company, a cigarette distrib-
utor.

But as the case in
Canada, most international

REASON

cigarette smuggling appears
to be controlled by organised
crime. Couriers, or Snules*
were used by one Loe>Angeles
organization to transport cig-
arettes from Mexico into
California. Until it was raided
in July 1994, the ring report-
edly was smuggling 7,000 car-
tons every week.

Organized crime groups
have been involved in inter-
state smuggling foryears, but
because smokers can easily
ctok state lines, crime groups
account for only a small por-
tion. However, the experience
and criminal infrastructure
Chat these groups have devel-
oped to evade state taxes is
helping them adapt to evad-
ing federal cigarette taxes.

The Mafia's smuggling

competitors  include  the
increasingly powerful
Russian mafia, Mexican

rings, and various American
Indian organizations.

Cross-border smuggling
is especially acute in
California. Monte Williams,
administrator of the excise
tax division of the State
Board of Equalization, say*
smuggling in  California
‘keeps getting worse every
month.” He estimates that up
to 7 percent of state tobacco
market was illegal in 1994
and that the state treasury
could lose $50 million as a
result.

Many of the for-export-
only cigarettes intended for
Mexico never make it across
the border. Organized crime
groups illegally obtain ciga-
rettes from free trade export
warehouses along the border,
and then forge the paperwork
to make it appear that the
untaxed cigarettes had been
exported.

In the New York City
area, for-export cigarettes
housed in bonded warehouses
or officially loaded onto ships
destined for Europe, Asia, or
the Middle East have been
found in Brooklyn warehous-
es, according to Paul Rickard
of che New York state tax and
finance department.
Lindquist Ave/s Stamler says
that it often is less risky for
organized crime to divert

untaxed cigarettes Into New
York City from a New Jersey
free-trade zone warehouse or
other nearby points of entry
than to truck cigarettes ail
the way from North Carolina.

“Cigarette smuggling is
more profitable than nar-
cotics and less risky.” says
Det. Lieut. Robert Manas,
who heads Michigan's state
police Treasury Enforcement
ream. With its high cigarette
tax and recent history of
smuggling  cigarette* to
Canada, his state appears
ripe for a m"jor increase in
contraband sales. Right now,
says Manes, his team is
primarily “trying to gather
intelligence.'

But early indications sug-
gest that cigarette smuggling
in Michigan is growing sub-
stantially. Preliminary state
treasury figures indicate that
cigarette sales have dropped
significantly since the tax
increase.

Manes says that some of
this drop may be due to retail-
er* who stockpiled cigarettes
before the tax went into effect
But interstate tax-dodging
also seems to be a factor. Ohio
and Indians; both report
Increases in their cigarette
sales, especially r.?*r the
Michigan border. And in
Kentucky, where cigarette
taxes are $7.20 a carton less
than Michigan's, statewide
cigarette sales were up 5.7
percent following Michigan's
tax increase.

BUI Zeiler or Zailer's
Farm Market in Tfemperenoe,
Michigan, say* that cigarettes
used to account for 20 percent
to 33 percent of total sales at
the store, which is locatedjust
across the border from Thledo,
Ohio. Sinoe the tax increase,
he says, cigarette sales have
fallen almost 85 percent.

Zeiler also says that the
store is losing more than
just cigarette sales: “People
would buy cigarettes every
day or every couple of days,
and they'd wusually buy
something else. Now they’re
going to Ohio stores to buy
those things.’

Other Michigan stores
are reporting a surge in ciga-

CO ROAD " CONTINUED

retu-relatad  theft. Jim
Garmo, who ha* run the
Galaxy  Superstore in
Ypsilanci for about 10 yean,
uya he had never suffered
any break-ins until the tax
increeae. Since then, however.
Garmo uyt that his store was
burglarized nine times for cig-
arettes between June and
October. And sales have
dropped from 1,300 cartons a
week to 350 cartons.

One reason why cigarette
*muggling in the United
States is almost certain to
keep expanding is that even
politicians with reputations
as tax-cutters often rely on
cigarette tax hikes.
Michigan's recent voter-
approved increase was part of
Republican  Gov.  John
Engler's plan to cut property
taxes (See ‘Englers Angel*
August/September 1994).

The Republican-con-
trolled Congress is unlikely to
increase the federal cigarette
tax in the near future, but
state taxes continue to rise.
Arizona voter* narrowly
approved a 40-cent-per-pack
lax increase last November
to ftind health
expenses.

Higher cigarette taxes
will not only be 3 disappoint-
ment for prohiDitionists and
tax-starved politicians. If a
large increase goes forward in
the United States, cigarette
smuggling “wifi make the
illicit drug trade look like
peanuts by comparison,*
warns Stamler. With 45 mil-
lion smokers in the United
States, there is a huge poten-
tial black market. Organized
crime will enter its second
golden age.

But more important,
Americans will become com-
fortable with routinely break-
ing the law and evading
taxes. Repeating Canada's
experiment in excessive ciga-
rette taxes may well threaten
the very fabric of American
society.

indigent

Ed Carson is staff reporter
for REASON.



T dbacco
taxes clim b,
so does

sm uggling;

« DETROIT (AP)—AsMichigan's tgx
on tobacco went up, so did smuggling and
profits for those who deal illegally in such
trafficking. Sute officials say the increase
was id line with what was expected.

Michigan’s cigaxette tax rose from 25
cents to 75 cents per pack in May. making"
it the highest tax in the United States;
Improperly bringing cigarettes withia
wholesale value of more than S50 into
Michigani*«:ftve-yearfelony.;” i
* But the'rferibit Free Press reported last
week that some people don't seem put off j
by thar threat. ‘uv
{ NonMHarolin* retailers told the news*
paper that people driving vans and trucks
with Michigan license plates often make;
huge cash purchases of cigarettes — but-
usually under JO.OOO to avoid federal
paperwork.

They go from store to store until their,
vehicles ate full. '.
' «”’it’s bigger than we expected.” said LC,
Robert Manes, head of the State Police
tobacco tax enforcement unit "It's blatant
disregard for the tobacco tax. It’s not like
they sneak around.”. L. =
'm The cigarette tax was among taxes raised
last year in a revamping of financing for-
Michigan public schools. .-
ASinee.theri;-many Michigan smoker
stock up and buy up for%hgir;riends and
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themselves while in other states, the
Free Press said. Legal cigaxette sales
in Michigan between June 1and Nov.
3 1decreased 26 percent frotn the same
period in 1993.

The newspaper 53id organized
smugglers also arc at work, buying up
cigarettes in states like North Caroli-
na. where the tax is a nickel a pack.

Once in Michigan, the cigarettes are
distributed to party stores, gas stations
and other retailers, who can sell cheap-
er than competitors and still profit. =

It's impossible to say precisely what
smuggling costs the slate because offi-
c.als“don't knowVow'muVh oHhe
decline in sales is the result of Peo-
pie quitting or smoking less to avoid
the tax.

State investigators say they believe
it to be in the millions, however. ' e

Deputy treasurer Nick Khouri said
sute officials were prepared for some
sales decrease.

"There is both a drop in smoking

axid there is smuggling,” Khouri saidi
"The bonom line is’we expected about
a 20-penrent drop in consumption, and
it's about in line with what we antic-
ipated.”

Khouri said this fiscal year, the sute
expects to reap S570 million in ciga-
rene tax revenues. That compares with
S240 million in the year before the tax
tripled.

' Ron Davis, chief medical officer for
the Department of Public Health, said
that most of the drop in cigarette sales
in Michigan is due to smokers who cut

"bf kordui',R(® Dav’s'chic'™ K

°m« rfor-ih* D<apaumeni of Publ.c

-V1Jp
cigarette sales in Michigan is due to
smokers who cut back or quit.

"How many people are going to
drive to Indiana or Ohio or Kentucky
and load their RV with cigarettes, or

buy them in a back alley from a smug-
gler?" Davis said.



Detroit. ftee Dress

W«Yy.
High 42. Low 24.
SitunUy Partly cloudy, wirmtr.

» trh a i

m  Michiganders are supposed to
pay $7JO in iucs whenever they
cuy a canon of cigaretie*.

Not all 40.

Anyona it allowed (0 bring a
couple of canons home from
another slate, where the lax is
lower, but some people are bringing
in truchoads. Smugglers can make
as much as $7 « carton jelling out'
of-staie cigarettes to stores; the
retailers can then sell the canons for
(heir usual price — or leu — and

On Guard For 163 Years
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still increase their profits.

Police have made some uresis,
but smugglers can easily carry
hundreds of canons in a van and

attract no attention on (he
highways.
Some sute officials say

smuggling isn't 1 mayor problem
and much of the recent drop in
Michigan cigarettes sales is because
people are smoking less. But sales
ire up sharply in several states with
lower taxes.
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SMUGGLERS W IN

State loses
millions In
tax dollars

BY CHRIS CHRISTOFF

M ichigan's higher tobacco
tax has spawned rampant
cigvcat smuggling that's

siphoned millions of tax dollars

from the state treasury, while light-
ing up huge profits for traffickers.

One big truckload of cigarettes
can bring a $100,000 profit for a
smuggler in Michigan.

North Carolina retailers told the
Free Press that people driving vans
and trucks with Michigan plates
often make huge cash purchases of
cigarettes — but usually under
$10,000 to avoid federal paper-
wort.

Then they'll go to other stores
and keep buying until they fill their
vehicle.

Last week. Dearttn. police con-
fiscated a rented truck from North
Carolina parked illegally on a city
street. Inside went 120 cases of cig-
arettes — 72.000 packs — worth
$132,200 wholesale. If they bad
been distributed, the sellers would

80 "d

hive avoided about $50,000 in
su<e axes.

"It's bigger than wt expected.”
said U Robert Manes, head of the
State Police tobacco tax enforce-
ment unit charged <rich riti-hinj
smugglers. "It’S blatant divepad
for the tobacco tax. It's nor tike (hey
sneak wound.”

Michigan's cigarette tax rose
from 25 cents to 75 otnn per pack
in May, making it the highest ax m
the United Suits. Improperly
bringing cigarettes with a whole-
sale -lie of more dun $50 into
Michigan is a felony punishable by
up to fhe yean in prison.

\ficaen raised the cigveae ax —
and others — last year to offset (he
mJucb'Yi in property axes used to
fund schools.

Since then, many Michigan
smokers ha* sucked up regularly
for themselves and friends by buy-
ing low-lax cigarettes N Deartsy
states, including Indiana Ohio and
Kentucky. Legal cigarette saJaa in
Michigan between lime 1and Nov.
31 decreased 2d percent from the
same period in 1993.

Meanwhile, organized smug-
glers have hauled truckloads of cig-
ireae5 to Michigan, especially from
North Carolina and even from
India) rtservaoooa in Nrw York
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cilatan can net a Si00.000 profit
foe | smuggler telling Oam in
Michigan.

One man in the Detroit area smug-
IM and sold more than SI million
worm or cigarettes in Michigan,
according to sales records seized b)
police. He netted an cirimatad
1300.000 profit and coil the stale
about S316.000 in cues. The criminal
investigation is continuing, police
said.

Last month in Pontiac, police
muad suspected smuggled eigaretles
worth about S100.000 wholesale,
worm, more than Sao0.000 in tun.

"The money they gel is more than
they can get selling drop, and the
penalties are not too harsh.' said
Frank Daiia. a licensed cigarette
wholesaler in Detroit

Dasza believes smuggling cut his
cigarette sales by nearly 40 percent
He said honest sure owners are bun
by those who buy cigarettes cheap
from smugglers M3 then sell them at
Wtetr prices.

-They re organizing.” Daiia said.
“Ooe guy will go down South and
bring some cigarettes back. When the
other guys see how much profit there
is. they get together and go back
down for more.’

The sate tv o ni carton of cip-
rtnci rose from S3.30 to (7.50.
Wholesalers like Daiia charge about
(1l per canon of premium brand cig-
ames such as Marlboro or Kool.
including the (aa.

Smugglers can buy the same car-
ton from North Carolina retailers, or
from Indian reservations in New
York, for S10 to Sl2. then sell to
acre or gas stations in Michigan for
(5 to FI more.

Retailers in turn can sell to cus-
tomers for less than the usual S30 per
¢ m and soil increase their profits.

Sou investigators believe three or
fotr ’ cartels” smuggle Urge amounts
to Michigan, some os often as twice a
week. They believe most large-scale
smuggling occurs in the Detroit i u

A Poociac party store owner who
discussed (he aroviry on condition of
anonymity said he's been solicited it
least 10 times bs the past six months
by truckers who offer to buy birr,
tege quantities of cigartOci when
(hey tnrvtl to low-tai sates.

"You can buy 30 cartons for (40
below coat. You buy SCO cartons, sell
them md you make a quick StOO." be
said.

Catching smugglers red-handed ts
like catching raindrops with a net.

Police acknowtedp il’i ilmost
impossible te intercept diem on busy
Mp hlghways when they're using
nondescript vehicles.

Manes' team has been swamped,
setlin| 43.000 cartons of suspected
smuggled cigarettes since (he higher
te took effect. Those cartons would
hare netted the sate (337JOO in
cues if bought kgaily.

The state Department of Treasury
has two or threa invesbpton who
wort primarily on tobacco tai viola-
oons; Manes toon wOl add three
more invcsbiaiors te his team. He has
had more than 30 complaints of ille-
gal cigarette saks in the past ytm.
compared to a half dozen in previous
years. Often informinn art store
owners who suspect rivals of selling
-lkgal cigarettes.

m larttan caincHoa

Kentucky'! 3-cent tax is tveo
lower than North Carolina's, and
Kentucky is closer to Michigan. But
North Carolina is especially aimc-
tjvt to smugglers because, like
Michigan, (he state does not affix
romps to cigarette packs.

YITbc money

| they get is
more than they can
get selling drugs,
and (he penalties
are not too harsh.**

HUM MCA

That means smuggkrs don't hrre
to remove the sump to sroid suspi-
cion. which saves hme and money.
Michigan and North Citolbi are
among only fiv« suues that do not
tar cigarette stamps.

Die North Carolina source of
Michigan-bound cigareoei is Sam's
Club, a mcmbers-only discount
chain owned by Wal-Mart. Sam s
Oubi Lt North Carolina sell ciga-
rettes as retail for much kss than
Michigan's wholesaJ* prices.

At Sam's Gub m Winsion-Sakm.
N.C., manager Larry Scruggs said
Michiganders often buy large quan-
tities of cigarettes from his store and
always pay cash..

Scruggs said they usually buy kst
than 110.000 worth to avoid having
to file an IRS cash nnsardon form
required for large purchases.
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“One guy came here regularly. We
couldn't pronounce his name.... He
said, 'fust call me Dm. " Scruggs
said. 'He'd come in with a wallet
just full of bills. He'd want to buy
$17,000 worth of cigarettes. When 1
told him he'd have to fill out a form,
he said, no. 0o. he'll just buy (9,000.

1 aioiroc be went somewhere
else to buy more eigoenes with the
rest of the money*

Scruggs said after one large sale
to i Michigan customer, be checked
on the man's chib membership. He
found the customer had used a false
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address in the Detroit area to obuin
the card.

Federal law prohibits unlicensed
buyers from purchasing more than
300 cartons of cigarertes per day Bui
the role it virtually unenforced, the
U.S. Bureau of Alcohol. Tobacco
asd Firearms only assists state inves-
tigators when asked to invesbgiie
major crou-sute smuggling.

Cheap cigarette: are a big drew at
JR "baeco Outlets in North
Carolina. The back of the Statesville
store, on 1.77. is s smoker's dream
— a wall 200 Imi long and 13 feer



high tucked with open ciki or
(ifwnn

On arecent wttkend it the itort,
wholesale manager tVerorve McNeill
said that * few boon earlier a man
«iilt Michigan plates bought 299
canons.

"Wc'u tell up to 299 canons to
any Tom. Dick or Harry that walks in
and can afford to buy that many."
MeNctU sax!

Brenda Coleman, administrative
officer for North Carolina's cigarette
tai office, laid smuggling is one
plausible explanation for dial state's
recent dramatic increase in cigarette
sales.

I'm sure anything you could
envision, some of it’s going on
someplace,” she said. "We do coop-
erate with other states on violations
we're aware of."

IrafcIDi Mttaffy

Smuggling in Michigan hasn't
triggered violence — yet

Mines and others are wary of the
anted Uirf wan thai erupted along
tha Canada-New York border a few
yean beck. Canada had raised its
tobacco as to 75 cents a peck, the
same as Michigan's current tax.
although other Canadian cuts raise
the ultimate coit much higher. The
increase prompted smuggling from
the United States through Indian
reservations, which don't pey feder-
al or stale taxes.

Shoot-outs between smuggling
lings were commonplace. A year
ago. partly in response to smuggling.
Canada lowered iu tax.

Smuggling to Michigan clidu an
I-told-you-so-rtsponse from the
Tobacco Institute, which lobbied
against raising the tax. Institute
spokesman Walker Merryman pre-
dicted organized crime would get |
foothold-

"It's a disaster for Michigan."
Merryman said. "l think if is an
object lesson for any other stain that
is thinking about dramatically
increasing its excise taxes,”

Another who uys smuggling is a
good argument to lower the cigarette
tai is Joseph Sa/afa. executive direc-
tor of the Associated Food Dealers
of Michigan. The higher cijareae
tax last year contributed to the clos-
ing of 11 percent of the state's party
uores in 1994, he said, few times
more than the national average.

Especially bard hit have been
stores along the Indiana and Ohio
borders.

Guy Arrxns. vice presidant of

talas for Pri Mar Pcsolaum Inc., a
St. Joseph-based company with 11
convenience-gai stores in southwest
Michigan, said one of his (lores four
miles from the Indiana border lost 99
percent of iu cigarette canon sales,
and half m pack sales.

Anoiher store, IS miles from
Indiana. losl $11,000 a month in cig-
arette sales. Artans estimated that
300,000 fewer customers vjsjicd the
company's stores from May through
December lasi year.

The lure of cheap smokes in
Indiana tripped up Edward Greene
0T Pleasant Lake, near Jackson. This
week in Coldwater, he was sen-
tenced to 30 days in jail, $615 in
fines and two years' probation far
lugging 34 canons of cigirenes bom
Indiana on Dec. 29.

Green's haul was discovered
when he was pulled over by a sute
creeper for a traffic violation. State
Police believe Greer, is the ftru per-
son convicted on charges stemming
from cigarette smuggling sine* the
higher ax took effect.

Green's case was pleaded to a
misdemeanor.  Branch  Counry
Prosecutor John livesay said the
plea wu fair, considering a smug-
gler with a truckload would face the
sam* five-year prison term Green
did.

Manes said he hopes judges art
tougher on rending cases with peo-
ple accused of big-time smuggling.

"The dunces of somcoo* going
to prison for five years with this type
of tax fraud is slim and none. unless
it's a repeat offender.” Manes said.
"As our cases get to trial, we Il find
out how much people care.

“Every taxpayer should care."
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Cigarette . |
smuggling
Costs state,
police say

New York officers arrest <
M ichigan residents in
huge nicotine pipeline.

By Jeremy Pearce
The Detroit Nrwt

New York State Poboe have arreat-
ed three dosen Michigan resident*
they say are involved in a huge cig-
arette smuggling pipeline that's ooet-
ing both states millions in lost taxes

Michigan residents have been
arrested near three Indian reaerva-
tions in western New Yotlcthis year
for illegal possession of thousands of
cartons of contraband cigarettes.

Police said they believe the smug-
glers are acting independently orin
small groups and are not part ofa
major ring. The smugglers, they said,
stuffvana with as many as 1,200 car-
tons, resell them to Michigan party
stores and make as much ts $8,000
per smuggled shipment.

The word is outin Michigan that
you can come to New York and get
cheepdgaiettM,'said New York State
Police investigator John McEvoy.

“We've seen snuggling to Michigan
picking up rapidly over the past six
months. IreTa’ more ofit every day’

Since Indian reservations don't
charge cigarette taxes, buyers avoid
New York’s tax and can resell the
cigarettes at a substantial prolit in
Michigan, which has a state tax of
17.50 per carton.

Michigan does not hav* a ciga-

rette tax stamp and oonsumancu t.
t«0 whether smokes are legal or flbo-

it State lawmaker* are now scram-

bling to pass bills calling for the crs-*

ation of a tax stamp.

"Michigan Stata Police and*

Department of Treasury ag?nta are
woefully understaffed to deal with
this,”said stata Sen. Douglas Carl,
R-Macomb Tbwnship.

One bill has already pasted the
House and is being reviewed by the '

Senate Finance Committee. Asee- ;

ond has yet to see a vote.

Michigan’s tax was raised from -

25 cents per pack to 75 oentain 199/
part ofa major tax reform package
to lower property taxes.

Michigan store owners caught with
more than 160 in smuggled cigarettes
bos a feloqy charge that carries a pea-
aihle $10,000 fine and prison term.

Under New York’ law, smugglers
face felony charges as well. Con-

sumers are not allowed to leave New/

York’s reservations with more than' *

two cartons.

In May, a Michigan man charged
with avoiding the tax *yas acquitted
after Chautauqua County, N.Y.,
Judge John Ward told ajury that if
the man did not try to resell the cig-
arettes in New York, he was not
evading New York? tax.

On Friday, a second case with the
same charge was dismissed byWard
against a second Michigan man for
the same reason.

Last year, Michigan officials
reviewed a private study that esti-
mated smuggled cigarettes coat the
state about $144 Trillion in lost tax
revenues every year. State Depart-
ment of Treasury estimates have
besn lower —between $20 million
and $22 million peryear

1
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A $1 per pack increase in the state cigarette tax?

Public Opinion Poll Results
December 14, 1995 -January 20, 1996

Alaska’s state budget is about five hundred million dollars larger than the revenue it will take in

this year. Most of this revenue is from oil and gas taxes. People have different views about how to
deal with this fiscal gap. Do you think the fiscal gap can be closed only with spending cuts, or do
you think the fiscal gap can be closed only with a mix ofspending cuts and new revenue sources?

Spending Cuts 16%
Spending Cuts and Revenue Sources 72%

Now, I would like to turn to tobacco taxes. The current .Alaska state tax is 29 cents per pack of
cigarettes. In general, do you favor or oppose increasing Alaska's tobacco taxes by one dollar per
pack to help close the state’s fiscal gap?

Strongly Favor 49%
Somewhat Favor 25%
Somewhat Oppose 5%
Strongly Oppose 16%

If it was proven that a large cigarette price increase prevents or reduces smoking among children
and teenagers, would you favor or oppose raising the state tax by one dollar per pack?

Strongly Favor 71%
Somewhat Favor 15%
Somewhat Oppose 9%
Strongly Oppose 3%

Do you generally favor taxing other tobacco products, such as chewing tobacco, snuff, and cigars,
at a higher rate than cigarettes, about the same rate as cigarettes, or at a lower rate than
cigarettes?

Higher Rate 8%
Same Rate 83%
Lower Rate 5%

| want to get your final opinion, even if it is different from the opinions you expressed earlier. All
things considered, do you favor or oppose increasing Alaska’s tobacco taxes by one dollar per
pack?

Strongly Favor 58%
Somewhat Favor 15%
Somewhat Oppose 7%
Strongly Oppose 18%

These data are based on preliminary analysis of the results of the Alaska Smokeless States Survey, a telephone survey ofa
representative sample of 820 Alaska residents 18 and older conductedfrom December 14, 1995 through January 20, 1996.
The survey was conducted using a single-stage, list-assisted random-digit-dialing stra/efied sample design. One adult was
selected to be interviewed within each household. The survey concerned public attitudes toward the state's budget gap and
tobacco policy issues. The margin ofsampling error (95% sampling interval) for statewide estimates madefor all residents is
no more than plus or minus 4.3 percentage points. The survey was conducted by Mathematica Policy Research, Inc. in
Princeton, New Jersey, under contract with the Robert Wood Johnson Foundation.

BACKGROUND
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Alaska Tobacco Control Alliance
Resolution to Support an Increase in the Tobacco Tax

Whereas tobacco Kills far more Americans each year than alcohol,
car accidents, suicide, homicide, AIDS, heroin and cocaine

combined;

Whereas tobacco is the leading cause of preventable death in the
country;

Whereas 3,000 children become regular smokers each and every
day;

Whereas 73% of daily teen smokers who think they won't be
smoking in 5 years are still smoking 5 years later;

Whereas 84% of Alaska adult smokers started smoking between the
ages of 10 and 20;

Whereas tobacco kil's 1 out of 5 Alaskans;

Whereas Alaskan Natives suffer disproportionately from the burden
of tobacco addiction and illness;

Whereas it is the responsibility of the State of Alaska to do
everything in its power to blunt the negative impact of tobacco on
the health of our citizens;

Whereas smoking-related death and disease cost each Alaskan S220
in 1991;

Whereas smoking-related death and disease cost the Alaska
economy S127.6 MILLION DOLLARS in 1991;

Therefore be it resolved that The Alaska Tobacco Control Alliance
calls upon the Alaska Legislature to enact a significantly higher
state excise tax on all forms of tobacco, and to ensure that this
higher tax rate is regularly increased to keep pace with inflation.

ALASKA TOBACOO GONTROL ALLIANCE
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Tobacco Use by Youth:

TOBACCO USE BYYOUTH

» Most smokers begin smoking during childhood and adolescence. Nicotine addiction is
established during the first two to three years of tobacco use.

» Forany cross section of adults who smoke, 89 percent begin using cigarettes by or at age 18.
Severity-one percent begin smoking daily by or at age 181

The average age when people first try smoking a cigarette is 14.5 years.2
Nearly 84 percent of Alaskan adults started smoking between the ages of 10 and 20 years old.3

Seventy-three percent of daily teen smokers who think they won't be smoking in 5 years are still
smoking 5 years later.4

Seventy percent of teen smokers say that given the chance to do things differently, they wouldn't
have started smoking.5

Eighty percent of teen smokers want to and have tried to quit Only 1.2% succeed.6

» The prevalence of smoking by youths has remained basically unchanged since 1980.

J Amon% high school seniors, the grevalence of reqular smokers (those who have smoked in the

gastS days) was 30.5% In 1980 and 23.9% In 1993; the prevalence of daily smokers was
1.3% in 1980 and 19.0% in 1993.7

» InAlaska, 27% of 12th grade girls and 18% of 12th grade boys report daily use of cigarettes.

|[F)iates8are highest among Alaska Natives; 31% of 12th grade girls and 21% or 12th grade
.boys.

=Centers for Disease Control and Prevention. Preventing Tobacco Use Among Young People: A Report of the Surgeon General. Atlanta, GA: US
Department of Health and Human Services, Centers for Disease Control and Prevention, 1994.

'Centers for Disease Control and Prevention. 1994.
'Alaska Division of Public Health and Alaska Area Native Health Service. 1989 Alaskan Adolescent Health Survey.
‘Centers for Disease Control and Prevention. 1994,

‘Gallup Organization, 1992.

Heenage Attitudes and Practices Survey, 1993.

‘Institute of Medldne. Growing Up Tobacco Free: Preventing Nicotine Addiction in Children and Youths. Washington, DC: National Academy
Press. 1994.

'Alaska Department of Health and Social Services. The State of Adolescent Health In Alaska. Juneau, AK: Alaska Department of Health-and Social
Services, May 1990. =



Tobacco Use tia Youth: Patterns and Prevention (page 2)

» Use of smokeless tobacco by youth has increased dramatically since 1970.

J Althoug?h little use of smokeless tobacco was seen among adolescents before 1970, the preva-
lence of its use among older teens (16-19 years old) increas ‘d nearly 10-fold between 1970 and
1985, and overall appears to have remained constant since thend

*" InAlaska, 18% of 12th grade boys and 7% of 12th grade girls report daily use of smokeless
tob%cco.. Fliat]%s are highest among Alaska Natives: 24% of 12th grade boys and 15% of 12th
grade girls.

» Restricting youth access to tobacco is the key to breaking the cycle of tobacco use.

» Research has documentedthat most minors who smoke purchase their own cigarettes. The
major source of cigarettes from underage consumers is small stores and gas stations.

» «Despite the fact that all states prohibit the sale and distribution of tobacco products to minars,

tot%accodis easily accessible to youth. Youth purchase tobacco from all sources when laws are not
enforced.

* In 13 studies of over-the-counter sales, illegal sales to minors occurred at the (average-weighted)
. Tate of 67 percent.ll

» Young people tend to use vending machines more than the general smoking public.
Vending machines are more popular among the youngest adolescents.12

* In1988, only 4 to 8 percent nf all cigarettes were sold through vending machines. However, the
National Automatic Merchandising Association reported that young people tend to use vending
machines more often than the general smoking public.3

* Nine st?ﬂies of vending machine sales found the (average-weighted) rate of illegal sales was 88
percen

» A National Automatic Merchandising Association _surve){ found that minors were successful 77%
of the time in buying tobacco from vending machines placed where minors were prohibited.

"Institute of Medldne. 1994.

I0Alaska Department of Health and Social Services. The Slate of Adolescent Health in Alaska. May 1990.
"’Centers for Disease Control and Prevention. 1994,

"’ Centers for Disease Control and Prevention. 1994,

"’ Automatic Merchandising Association. Cigarette Sales from Vending Machines, 1988. Chicago, IL: National Automatic Merchandising
Association, 1989 as reported In Centers for Disease Control and Prevention. 1994.

“Centers for Disease Control and Prevention. 1994,

” Americans for Nonsmokers' Rights. "Youth Access to Tobacco' (fact sheet). Berkeley, CA  32. -

April 1995



Tobacco Use by Youth: Patterns and Prevention (page 3l

Adults are another important source of tobacco for minors.

»  Several studies document that between 17 and 25 percent of adolescents obtain tobacco from
their parents or guardians.16

Apil 1995
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Alaska

Control its Prevalence and Impact
Alliance
» Tobacco use is the single most preventable cause of premature death and crippling

disease in the United States.1

CIGARETTE USE
» Alaska has one of the highest smoking rates in the nation.
»  Alaska has the sixth highest rate of smoking and the sixth highest rate of smoking-related death
in the nation.*

»  Twenty-eight percent of Alaskan adults smoke cigarettes reqularly. By contrat, the national
median is 22 percent More females (29%) than males (27.1%) Smake in Alaska.3

» Nearly 84 percent of Alaskan adults started smoking between the ages of 10 and 20 years old.4

» Alaskan adolescents, particularly females and those living in rural communities,
report high rates of smoking. Use increases with each grade. For almost every grade,
more girls than boys smoke on a daily basis.1

»  Twenty-seven percent of 12th grade females and 18 percent of 12th grade males report that they
smoked cigarettes every day.6

» Female students in grades 10-12 living in communities with less than 2,500 residents report
substantlal(ljy higher dally cigarette use rates (31%) than those in communities of more than
2,500 resicents (17%).

'Alaska Division of Public Health. Alaska Behavioral Risk Factor Survey: 1992 Annual Report Juneau, AK: Ala'k- Division of Public Health,
October 1994.

3US. Centers for Disease Control and Prevention, Morbidity and Mortality Weekly Report Vol. 43 No. SS-1, June 10,1994.
'Alaska Division of Public Health. October 1994.
'Alaska Division of Public Health. October 1994.

"Alaska Department of Health and Sodal Services. The State of Adolescent Health In Alaska. Juneau, AK: Alaska Department of Health and Social
Services, May 1990.

‘Alaska Department of Healtn and Social Services. May 1990.
'Alaska Departrrent of Health and Sodal Services. May 1990.

April 1J95



Tobacco: Its Prevalence and Impact (page 2)

SMOKELESS TORAfCO USE

» Among Alaskan adults, 5.4 percent are current smokeless tobacco users.

» Men use these products at higher rates (9.0 %) than women (1.4%).8

» Alaskan adolescents, particularly males and those living in rural communities, report
high rates of smokeless tobacco use. Aswith smoking, use increases with each grade.
Unlike smoking, more males use smokeless tobacco than females.9

»  Eighteen percent of Alaskan 12th grade males and 5 percent of 12th grade females report using
smokeless tobacco on a daily basis.10

»  Among males from communities under 2,500,16 percent chew tobacco daily, triple the rate
among males in larger communities, Even greater are the differences for females-12 percent of
female te_%nagﬁrs in'small communities compared to fewer than 1 percent in larger
communities.

» One-third of high-school-aged adolescents in the Jnited States smoke or use smoke-
less tobacco.12

»  The 25-year decling in smoking prevalence among youth leveled off since 1930 and In fact, is on
the rise among male high school seniors.3

»  Use of smokeless tobacco among high school males has become markedly more prevalent over
the last two decades.

'Alaska Division of Public Health. Alaska Behavioral Risk Factor Survey: 1992 Annual Report. Juneau, AK: Alaska Division of Public Health,
October 1994.

"Alaska Department of Health and Sodal Services. May 1990.
J0Alaska Department of Health and Sodal Services. May 1990.
"Alaska Departmentof Health and Sodal Services. May 1990.
"Centers for Disease Control and Prevention. 1994,

"US. Department of Health and Human Services. Preventing Tobacco UseAmong Young People: A Report ofthe Surgeon General. Atlanta, GA™"
US. Department of Health and Human Services, Centers for Disease Control and Prevention, 1994.

"Centers for Disease Control and Prevention. 1994.

April 1995



Tobacco: Its Prevalence and Impact (page 3)

HEALTH IMPACTS OF TOBACCO USE

» Smoking kills an estimated 419,000 Americans each year-more than alcohol, heroin,
cocaine, automobile accidents, homicides, suicides, AIDS and fires combined.15
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» Smoking accounted for 19 percent of the deaths in Alaska in 1991, averaging one

death per day. Among Alaskans 35 years of age and older, 23 percent of deaths were
attributed to smoking.16

Department of Health and Human Services, Centers for Disease Control and Prevention. 1994. (1990 data)

"*Alaska Division of Public Health. ‘Bulletin: Costs of Smoking In Alaska, 1991 * Anchorage, AK: Section of Epidemiology, Bulletin No. 23,
November30,1994. .. “

April 1995



Tobacco: Its Prevalence and Impact (page 4)

Tobacco use isa major risk factor for diseases of the heart and blood vessels; chronic
bronchitis and emphysema; cancers of the lung, larynx, pharynx, oral cavity, esopha-
gus, pancreas, and bladder; and other problems such as respiratory infections and

stomach ulcers.17

»  Smoking accounts for 21 percent of all coronary heart disease deaths, 87 percent of lung cancer
deaths, and 30 percent of all cancer deaths.B

» Cigarette smoking during pregnancy accounts for 20 to 30 percent of low birth weight
babies, up to 14 percent of pre-term deliveries, and about 10 percent of all infant
deaths.1*

» The Surgeon General reports that tobacco use m adolescence is associated with a

range of health-compromising behaviors, including being involved in fights, carrying
weapons, engaging in higher-risk sexual behavior, and using alcohol and other

drugs.2

»  Cigarettes and smokeless tobacco are generally the first drug used by young people ina
sequence that can include tobacco, alcohol, marijuana, and hard drugs.2

ENVIRONMENTAL TOBACCO SMOKE

» Smoke from other people's cigarettes-known as Environmental Tobacco Smoke
(ETS)-has been identified as the third leading cause of preventable death in the
United States, behind active smoking and alcohol related deaths. ETS causes more
than 53,000 deaths per year from heart disease and cancer.2

» For every eight smokers killed as a result of smoking-related illnesses and disease,
one non-smoker dies from exposure to environmental tobacco smoke.21

Alaska Division of Public Health. October 1994.
"Alaska Division of Public Health. October 1994.
"Alaska Division of Public Health. October 1994.
"“Centers for Disease Control and Prevention. 1994.
"’Centers for Disease Control and Prevention. 1994.

"Glantz, SAand Parmley, W. 'Passive Smoking and Heart Disease: Epidemiology, Physiology, and Biochemistry," Greulation, Volume 89,1991,
1-12 as reported In California Healthy QUes Project Tobacco Control In California Giles: A Guide for Action. Sacramento, CA: California Depart-

ment of Health Services.

April 1995



Tobacco: Its Prevalence and Impact (page 5)

Environmental tobacco smoke is a cause of lung cancer in non-smokers. It also can
precipitate or worsen the symptoms of pneumonia, asthma, bronchitis, and allergies.”

Environmental tobacco smoke is linked to between 150,000 and 300,000 annual cases
of respiratory tract infections in children up to 18 months old.2%

The U.S. Environmental Protection Agency has classified environmental tobacco smoke
as a Class A Carcinogen—a substance known to cause cancer in humans for which
there is no safe level of exposure.26

FFONQMIC IMPACTS OF TOBACCO USE

4

Smoking costs tiis American public over $100 billion each year in health care costs
and lost productivity.27

In Alaska, the estimated total cost attributed to smoking in 1991 was $127.6 million
for persons age 35 and older. Ofthis, $45.6 million was for direct health care costs,
equivalentto $220 per Alaskan or $941 per currentsmoker in this age group.2*

\% \Y \%

This fact sheet was produced with funding from the Robert Wood Johnson Foundation's qrant, Trampling
Tobacco: A Wmnln? Tobacco Control Strategy forAlaska." For furtherinformation, contact the American Lun

Association at 907
at 907/465-3140.

276-5864 or the Alaska Department of Health and Social Services, Health Promotion Program

"U.S. Environmental Protection Agency, 1990.

24 Alaska Division of Public Health. Alaska Cancer Control Plan. Anchorage, AK: Section of Epidemiology, January 1994.

ISU.S. Environmental Protection Agency. Passive Smoking of Environmental Tobacco Smoke. Washington, D.C: U.S. Environmental Protection
Agency, 1993.

'«U.S. Environmental Protection Agency- Respiratory Health Effects of Passive Smoking: Lung Cancerand Other Disorders. EPA/600/6-90/006F,
December 1992.

"Office of Technology Assessment, U.S. Congress. ‘Smoking-Related Deaths and Finandal Costs," November 1993.

'=State of Alaska Eplr'-jnlology Bulletin. ‘Costs of Smoking In Alaska, 1991." November 30,1994,



C itizen s To P rotect Kids from T o b acoco

1057 W. Fireweed Lane, Suite 204 « Anchorage, Alaska 99503 « (907) 277-8696 « Fax: (907) 263-2073

"Cigarette taxes..are the most effective way to discourage tobacco use

amongyoungpeople...increasing the cigarette tax couldbe one ofthe
most %portgr?tpupbﬁc health me%sures%s countryhas ever taken. "i

- former U.S. Surgeon General C. Everett Koop

Increased tobacco taxes will save lives and protect our kids.
-The 1994 U.S. Surgeon General's report Preventing Tobacco Use Among Young People affins that
increasing tobacco tax- s will have a strong impart on children because they are more price sensitive
than adutts. As stated inthe report:’ ...the large amount of empirical literature [indicates that
increased] taxes on cigarettes would significantly reduce overall rates of agarette smoking. Much of
- the impart of higher prices would come from...discouraging initiation among young smokers.-2

Research indicates that an increase of 10% intobacco prices will reduce consumption by 4% for
adults and by between 10-14% among children. LV Voo ok,

Increased tobacco taxes are fair.ITobacco taxes can be Viewed-as a mCQser--r.
fee”tooffretthe enormous costs subsidized by the general publicthroughpublid/funded health'care,
payment of needlessly high healto insurance’'premiums, and payment for higher priced good sand%o.
services as a result of dii ninished worker productivity.- U.S. health care expenditures caused directly -
by smoking totaled $50,billion in*1993.3.0On average, each paci cigarettes smoked isdirectly V., T
responsible for more than $3.90 in national health care costs and lost productivity.* InAlaska, the
estimated total costs attributed to srrtokingin 1991 was $127.6 million for persons age 35 and older.
CHthis, $45.6 millionwas for direct health care costs, equivalentto $220 per Alaskaor $941 per
current smoker inthis age groups: </ = Y "lye HEx
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Nothing Kills Like Tobacco

sgKio
+* Tobacco kills far more Americans
than alcohol, car accidents, suicide, homidde, 00000
AIDS , heroin and cocaine combined;

300,000

Adults don't start smoking....kids do. The
average age of smoking initiation is 14.5 years
old.8 About 3,000 kids start smoking each
day and of those nearly athird will die from a 0300
tobacco related illness.:

_ 1003)00
+> Tobacco taxes are fair because tobacco

kills hundreds of thousand of Americans each
year; because there is no safe level of
tobacco use; because tobacco is highly



CIGARETTES KILL MORE AMERICANS THAN AIDS,
ALCOHOL, CAR ACCIDENTS, FIRES, ILLEGAL
DRUGS, MURDERS AND SUICIDES COMBINED.
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\ Tax That’s Good for You

ealth-relatcd taxes are differ-
ent.” That's what President
Clinton said when he sug-
isted a hefty rigare.rtp tax—jperhaps
s much as S2 a pack—as one of the
ays to pay for the health care reform
tat most Americans know we need,
ie's right.
Acigarette tax is different because
: helps almost everyone. Asubstantial
igarette tax would benefit not only
he entire nation by helping to provide
nore accessible health care at a lower
‘ost, but it would also benefit partic-
jlar guups; smokers would benefit
:ecause it would help them to quit;
-.onsmokers would benefit because the
iir they breathe would have less
-armmiful smoke; children would benefit
recause fewer kids would get hooked
m cigarettes; and—if the tax is done
-ight—even tobacco farmers could
renefit. The only real losers would be
-he tobacco industry, which has made
s profits by lying to the American
people about the dangers of smoking.
But the tobacco industry lobbyists
ire pressuring the President to back
down, to settle for a cigarette tax as
low as 50 cents, and they're linking
irms with tax opponents in Congress
to defeat this critical part of health
care reform. Now, more than ever,
President Clinton needs to remember

his own words—for cigarette taxes are
differaS indeed.
C MD-

“Jreeon 1981

Cigarette taxes are different
because they are the most effective
way to discourage tobacco use among
young people. In Canada, where
cigarette taxes have been raised to
more than S3 per pack, youth smoking
rates have dropped by 60% since 1980.

Cigarette taxes are different
because cigarettes kill more than
400,000 Americans each year, and rob
our economy of $68 billion a year in
health care costs and lost productivity.
Increasing the cigarette tax could be
one of the most important public
health measures this country has ever
taken. Experts predict that a $2 per
pack increase would persuade millions
of young people not to start smoking
and would help millions of current
smokers to quit. About 7.6 million
Americans would choose not to smoke
because of the tax.

Figuring that smoking kills about
a third of all those who smoke, this
tax could prevent the premeture death
of at least 2 million Americans alive
today. No other single aspect of any
health care reform plan can make so
dramatic a claim. Lets not lose this
unique opportunity to prolong those
2 million lives just to pleace the
tobacco industry and its friends in
Congress.

Senators and congressmen should
be happy to find a tax that is actually
popular. Polls show that almost 80%
of. Americans—Republicans and
Democrats, young and old, men and

AT'S GOOD FOR YOU
EVERETT Knnp

by C. Everett Koop

women—support a large cigarette tax.
So those members of Congress elected
on a "no new taxes” pledge can go
along with this one. Cigarette taxes
are indeed different.

Even tobacco farmers could benefit
from the new cigarette tax if it is as
hefty as once planned. Most tobacco
farmers know the right and smart
thing to do is to get out of a business
that produces disease, disability, and
death, and this tax can help them make
the transition to the smoke-free
society and smoke-free economy that
lie in our future. A small percentage
of the revenue from this tax could be
returned to tobacco-growming states to
be used to help tobacco farmers
diversify. Instead of blindly opposing
the 52 cigarette tax, tobacco-state
members of Congress should be
fighting for their share of the pie to
help move their states into the
economy of the 21st century.

President Clinton says he wants
dialogue on the health care reform
package, and that should eventually
produce the plan the nation needs. But
theres already one issue on which
almost everyone agrees—a major
cigarette tax. Let's not let the tobacco
industry meke victims of the public
on this one. Health-related taxes are
different; they’re good for you.©

This article appeared in the Washington Post
September 21. 1993.
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Excise Taxes and Preventing

Tobacco Use In Young People

w e need to reexamine the
approaches taken in the
worldwide fight against

tobacco use. W\ need to consider the

evidence of our success to date, not
on the basis of justifying past action,
but with the aim of increasing our
effectiveness. VA& need to be reminded
that during our 25-year fight against

.tobacco, world cigarette production

as doubled and per .capita consump-

tion has increased 25%

In most parts of tne world, like
my own country of Canada, the
resources committed to tobacco con-
lioi are very limited. This means the
few people working to reduce tobacco
use must use the most effective tools
available. It is my- view that the
economics of tobacco have defeated
our worldwide efforts to date and that
turning the economics to our favor is
the single most effective thing we can
do to reduce tobacco use.

Affordability of tobacco appears to
be, for many countries, the single
largest determinant of how many
children will start smoking.

Fortunately, the cost of cigarettes
need not be determined solely by
tobacco companies: tax policy can
dictate prices and health concerns can
dictate tax policy. It is time to use
the incredibly cost-effective tool of tax

olicy as central to any strategy to

reduce tobacco use and to prevent

IVavid Sweanor is Lesal Counsel for the Non-Smokers'
Hi«hts Association of Canada.

young people from ever becoming
addicted in the first place.

The Economics of Tobacco Control

It is hardly surprising that those
who cane early to the fight against
tobacco use chose the well-tried
weapons of previous health cam-
paigns; first, the search for a cure.
When that failed, we looked t>healtl
education. On'y when we-:ame to
realize that much greater gains could
be made, did we resort to legislative
action.

Each of these successive
approaches has been a movement
toward dealing with the source of the
problem Wk started with the symp-
toms and mowved to the cause. The
closer we have come to the source ot
the problem the~more~effective the
intervention has been. As we examine
the various legislative avenues avail-
able, it is clear that some are more
effective. | believe that economics is
about the most effective tool available,
and legislative intervention in the area
of tobacco tax policy is the way to
tum this tool to our advantage.

W& know that controlling tobacco
use is different from other health
battles—because the foe is not avirus
or bacteria, but a powerful industry
with avested interest in making money
from the product causing the disease.

It can fairly be said that the profits
from marketing tobacco are so great
that some companies are willing to kill

by David. Sweanor

for them. Cigarettes are very cheap to
manufacture, they are addictive, and
virtually every national market <
controlled by no more than three
companies. The result is often little
price competition, so retail prices edge
upward, and profits skyrocket.

However, there is a flaw in mar-
keting a deadly'" product—builfup
obsolescence not of'the oroduct™but.
or its consumers. Tlie tobacco industry
TiasTo recruit new consumer; to sur-
vive. The profile of these new recruits
varies from country to country but
with one universal constant: the new
users of tobacco products are over-
whelmingly young people. As a result,
"Wé know mat tne real battle is to stop
the tobacco industry from recruiting
young people. A person who has not
become a tobacco'user by age Hl) is-
likely to never'become one.

We also know that Tdespite decades
of health education, young people do
not grasp the magnitude of the risk
associated with tobacco use. For
example, in Canada, despite the best
efforts of health educators, a recent
surveyl found that only a small
minority couMjecalLihat smoking
caused heartmsease”many did not
know thatQurigcancer is fatal, and
few realized that the risk of heart
disease declines dramatically soon
aiier someone quits smokipg-

Prtitnted at ihe 8th World Conference on Tobacco
ORHealth Bueno*Aires. Argentina. March30-Aonl
3. 1992.



But there is one piece of knowledge Figure 1. Real cigarette prices and cigarette smoking among Canadians
we and the tobacco industry have in age 15to 19

common—that price is the key. If the

price of tobacco goes down, use goes 50% 7 260
up. Iftobacco becomes less affordable, Teei smoking
consumption goes down. 45% 240
Price has the greatest influence n
among those who are not yet addicted: 40% 220
the young. The industry needs to get
them into the market. 35% 200
W& need to keep them out.
300 180
Cigarette Prices and Young Peopie
Evidence from the United States2 o504 160
has suggested that .every 10%oincrease
Jjuthe/realLii.g™ after imlatlon) price 140
. . 20%
oLxigarettes—leads-to-ioughly a
10%6 reduction in tobacco use among _ 120
teenagers ThIS e\/ldence \Nthh haS 15% Rea looacco icuex 19802100)
existed for at least a decade, led some L f 100
: : 0
Of us In_ Canada to dec!de to fOCUS 1979 1981 1983 1985 1987 1989 1991
on tax Increases as an mtegral part Source: Statistics Canada, labour Force Survey, 1991; Canadians and Smoking: An Update.
of our amroach to tobacco Controll Health and Welfare, Canada, 1991.

These efforts have been successful.
W& have obtained very large tobacco Figure 2: Tobacco taxation in the United States—average cigarette tax

tax increases that have caused dra- as a %oof retail ; ;e
matic increases in tobacco prices and
resulted in stunning falls in the num- 55%
ber of young people using tobacco.
In 12 years—from 1979 to 1991 — 50%"

the real price of tobacco increased by
a total of 158% and teenage tobacco

use fell by two thirds (Figure 1). This e
is startling progress toward the goal
of a tobacco-free society. 40%

In determining the extent to which
the decline in Canadian teenage
tobacco use has been induced by tax-
based price increases, various factors

35%

can be considered. Public education 30%

campaigns do' not explain this drop,

since countries like Canada (such as 25%

the United States) ran similar cam-

paigns but experienced no comparable 0%

decline in teenage smoking. Even our 1960 1965 1970 1975 1980 1985 1990

ad ban, health warnings, and laws

. . Source: The Tax Burden on Tobacco. The Tobacco Institute. Volume 85. 1990. pp. 79-108.
protecting nonsmokers cannot explain



Figure 3: Cigarette consumption versus pack price—New Zealand, 1973-
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this fall, since these are recent
measures. A 1991 study3 found that
the price sensitivity of Canadian
teenagers is much in line with what
the US studies had suggested.

Unlike many other interventions-,
the impact of tax changes is immediate
and dramatic. Whereas other interven-
tions often require a great commitment
of resources, the cost of a tax inter-
vention can work out to no more than
pennies per life saved. All that is
needed is a little knowledge, some
persuasive advocacy, and persistence.

How Can We Use This Information?
It seems clear that tobacco taxa-
tion is a strategy that works. \Why then
is it so underutilized? Why have so
few governments used taxes to reduce
tobacco consumption? Why have some-
countries—like the United States—
let the tax component of retail prices

slump (Figure 2) while research
showed the impact of tobacco use and
the role of taxation in reducing such
use? Why do some governments who
are prepared to see tobacco advertising
banned, still protect the cheap ciga-
rettes produced by their national
tobacco monopolies?

One reason must be that the health
lobby has been so reluctant to put
tobacco tax increases at the top of its
agenda. Unlike the tobacco industry,
we hawe failed to realize the power
of economics. Because we are less
experienced in talking to government
finance officials than dealing with the
health departments. Because it means
talking an unfamiliar language to
people who may—at the start—be
unsympathetic.

But the experience of places such
as Hong Kong, Britain, New Zealand,
;nd Canada shows that the effort is

repaid many times over. In fact, the
benefits from the impact on youth
smoking are greatly compounded by
the impact on adult tobacco consump-
tion. An analysis of countries around
the world shows the powerful inverse
relationship between price and con-
sumption. New Zealand is but one
example (Figure 3).

Finance ministers are willing to
listen to a well-presented health case.
This could be due to a combination
of pure expediency, since tobacco taxes
are a convenient way to raise money,
and a recognition of the roie of fiscal
policy in preventing disease. Once
convinced, these officials can be
powerful allies within government.

Another lesson is that tax increases
are the fastest, surest way of achieving
large reductions in tobacco consump-
tion. And that in turn opens the way
for further initiatives. Fewer smokers
make it easier to get restrictions ori
workplace smoking, to get smoke-free
transportation, and to get rid of
advertising. The higher taxes can also
increase a government's willingness to
implement bold marking schemes that
make smuggled tobacco easier to
identify while reducing the attractive-
ness of tobacco packaging. These
measures are part of a strategy that
reinforces the message to the next
generation, that smoking is an activity
on the way out.

Obstacles to Action

The tobacco industry resists
tobacco tax increases with an intensity
commensurate with its certainty that
such measures reduce consumption.
The industry will throw any obstacle
in the way of a sizable tax increase.
It will also seek loopholes that keep
cheap products in the market as a lure
for those who might otherwise not



mart—or quit—as the price rises.
Favorite tactics of the industry
nclude focusing attention on the
flight of local tobacco growers and
.obacco factory workers. It will also
ittempt to portray the tax as unfair
0 the poor, to enlist the services of
-hose with strong government ties to
oppose you, or to promote the idea
-hat higher taxes will increase crime.
Fortunately, all these tactics of the
e.0bacco industry have already been
iffectivcly countered in some coun-
tries. Anyone now embarking on a
campaign for health-oriented tobacco
tax policies can become an *‘instant
expert" simply by learning the lessons
of the campaigns run to date. The
arguments the tobacco industry makes
with respect tc economics can be
shown as no nmore credible than the
position the industry takes on health.
The major obstacle to date has
been the reluctance of health organ-
isations to move strongly into the
area of tobacco pricing. The tobacco
industry and governments have done
exactly as would be expected on
tobacco pricing given their respective
interests and methods of operation. It
is the "health lobby™ that has been
rather absent from this field. As a

Doonesbury

result, we hawe left the area of eco-
nomic policy firmly in the hands of
the tobacco industry and placed our-
selves at a great disadvantage in our
efforts to reduce youth smoking.

Conclusion

If the health community remains
reluctant to get seriously involved in
the economics of tobacco, we will
almost undoubtedly see worldwide
tobacco sales continue to increase in
the foreseeable future. The increasing
affordability of tobacco is probably the
major reason world cigarette produc-
tion has doubled in the last 25 years.
If we do not move oni this front, far
too many of the planet's young
people—the people we talk so earn-
estly of saving from tobacoTaddic-
tion—will be making their debut as
mortality statistics 25 years from now.

If we choose to get involved, to
change the economic landscape in
tobacco control, the impact on world
tobacco consumption could be beyond
anything achieved to date. The level
of smoking among young people cuuld
be suddenly and significantly reduced.
The impact of these same price
changes among adults could lead to
an unprecedented decline in worid

AND 8BUSV5 M5,
THERES NOTHING
COOLER THAN A
I15-YEAR.-OLP
WALKING DOWN
THE STREETWITH
A CJGARETfB!
HERS,HOTONE!

£11*

tobacco sales.

A quarter of a century ago, at the
First World Conference on Smoking
and Health, Senator Robert F
Kennedy said: ""The industry we seek
to regulate is powerful and resourceful.
Each new effort to regulate will bring
newways toevade  This is a battle
that can be won." These words are
as true today as they were when first
spoken. They are no less true in the
area of tax policy than any other area
of tobacco control. Our major chal-
lenge today is to use what we know
to finally start winning that battle. ©
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WHY DO TOBACCO TAXES MATTER?

Economic studies, many from the United States, show that price has a
powerful effect on the consumption levels of tobacco. Estimates of the
price effect vary, but, broadly speaking a 10% real (that is, inflation
adjusted) increase in 'orlce reduces aggregate per capita consumption by
around 4%. Conversely, a decline in the real price of tobacco leads to
increased consumption.

This relationship between price and consumption can be seen in more than
academic studies. One of the best ways to illustrate it is to take the
historical per capita consumption data presented at pag.e 6. of The Tax
Burden on Tobacco and-~tliie"aver~a'ge ﬁrlce of a pack _of cigaréttes from 1954
to 1994 'pages 76 to 121)/ Since the Tobacco Institute conven_lentlg
ignores inflation, we can factor it into the sales price information Y
using the consumer price index. The result is a graph showing almost a
mirror image between price and consumption, as can be seen in Figure 1.

There is also research indicating that teenagers are particularly price
Sen_Sltlve, with PrICE affecting hoth the_quantity consumed anriMrhe”
decision as to whether lo.smoke-at-all.- Generally, each Qne peccent
increase jn_the real price will lead to a corresponding one percent decline
In teena.ge-cooSumption. A survey of the research in'this area led the
General Accounting Office to conclude inJL9&9:hat a higher tobacco
excise tax should significantly reduce the number of teenage smokers.

Of course taxes are not the onIY influence on the price of tobacco. The Tax
Burden on Tobacco illustrates the role of such factors as the growth of
discounted cigarettes from 1990 to 1994 (pages 113 to 121). The Tobacco
Institute calls these discounted cigarettes "generic brands" and does
separate calculations of state prices taking these brands into _
consideration. During this time the average price of cigarettes varied
considerably from the price of the non-discounted brands.

The ke¥ thing about taxes is_that they allow governments to influence the
price of tobacco products. The affordability of tobacco products affects
consumption, price affects affordability and taxes affect price.
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The Health Effects of Cigar Smoking, Pipe Smoking and Smokeless Tobacco Use
Prepared by Catherine Schumacher, MD, MSPH and Michael G. Landen, MD, MPH
Section of Epidemiology

Alaska Division of Public Health

The health effects of cigar smoking, pipe smoking and smokeless tobacco are discussed less
frequently than the effects of cigarette smoking, mainly because many more people smoke
cigarettes. Nonetheless, the detrimental health effects of cigars, pipe smoking and smokeless
tobacco are well established. Cigars, pipes and smokeless tobacco are nicotine delivery systems
that lead to addiction. Furthermore, ail deliver known carcinogens.

Cigars

» Cigar and cigarette smokers have a similarly increased risk of laryngeal and oral cancers;

» The risks of lung cancer and of chronic obstructive lung disease are also elevated among
cigar smokers, but not to the extent as in cigarette smokers.

» Cigars deliver nicotine that can be absorbed through the lining of the mouth and pharynx,

whereas cigarettes need to be inhaled to absorb the nicotine.

Cigar smokers vary in their smoking habits with regard to inhaling and with regard to

smoking other products. Additionally, cigars vary in their nicotine and uir amounts.

Therefore, the health effects vary depending on smoking behaviors and type of cigar.

* Nonetheless, the health risks, in particular oral and laryngeal cancers, remain significant
regardless of inhaling.

Pipes

<« Pipe smoking has declined from 14.1% of men in 1965 to 2.0% of men in 1991,

» Pipe smokers have increased risks of chronic obstructive lung disease, oral cancer, laryngeal
cancer, esophageal cancer, and lung cancer;

+ Risks are somewhat lower than those for cigarette smoking, ranging from 50-250% greater
than those for non-smokers;

* Anestimated 1,095 deaths were attributable to pipe smoking in the US in 1991; the relatively
low number of deaths as compared to cigarette smoking-related deaths (over 400,000) is not
because pipe smoking is safe, but because so few people smoke only pipes.

Smokeless labag.c.Q

» Smokeless tobacco, especially moist snuff, contains high levels of potent carcinogens,
r riuding polynuclear aromatic hydrocarbons, radiation emitting polonium and a variety of
nitrosamines;

» Smokeless tobacco is strongly associated with oral cancers;

» Smokeless tobacco is also associated with other cancers;

» About 1/3 of regular users develop leukoplakia, a white wrinkled patch on the gums and
inside of the mouth, which is a premalignant condition;

THE HEALTH EFFECTS OF CIGAR SMOKING, [PIPE SMOKING & SMOKELESS TOBACCO USE



» Smokekss tobacco also causes other conditions affecting the mouth and gums;
» Smokeless tobacco causes elevations in blood pressure and may be related to coronary heart

disease;
* In Alaska rural communities, smokeless tobacco use is not uncommon among five-year-olds

(17% of girls and 10% of boys); nationally, the average age to start smokeless tobaccco use is
12 years.

Summary

» Pipes, cigars and smokeless tobacco do not represent safe alternatives to cigarettes;
* Increasing the price of one type of nicotine delivery system, but not others, may lead to

people merely switching to another system;
» Pipe and cigar smoking are not common now however, a decade ago, smokeless tobacco use
was rare. The tobacco industry has shown that it can successfully market smokeless tobacco

to youth.
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Legislative Research Services

130Seward Street, Suite 218
Juneau, Alaska 99801-2196
Phone: (907) 465-3991

Fax: (907)463-3351

Alaska State Legislature ,
Legislative Affairs Agency
Division of Legal & Research Services

January 29, 1997

MEMORANDUM

TO:

FROM: Paul BrandtJ”
Legislative Analyst

RE: The Effects of Tax Increases on Tobacco Use by Minors

You asked for information on how tobacco tax increases affect the rate of tobacco use by minors.
After a brief summary, this memorandum provides a short review of economic concepts and data
sources used by researchers, and then presents the findings of several studies that examine the

effects of price increases on tobacco use.

Summary

Experts with whom we spoke cited numerous studies examining the effects of tax increases on
tobacco use by minors.1 Even with an issue as sensitive as tobacco taxes, we found little argument
with the fact that increased tobacco costs results in decreased tobacco sales. Tax opponents may
argue, however, that conirol measures such as stricter youth tobacco laws are more effective at
reducing teen smoking than increased taxes. Opponents of tax increases also contend that
although raising prices decreases cigarette sales, illegal tobacco sales flourish, thus masking any
lasting actual decline in smoking rates. Advocates of tax increases point to a review of youth
tobacco use by the office of the U.S. Surgeon General, including research accounting for the
illegal cigarette sales, which concludes that tax increases provide an immediate and lasting method
of controlling smoking. The Surgeon General estimates that a 10 percent price increase results
in a 2 to 5 percent decline in cigarette use within the general population and cigarette use

‘Among others, we contacted the American Cancer Society, the American Lung
Association, the Centers for Disease Control, the Office of (he Surgeon General, the National
Conference of State Legislatures, the Tobacco Merchants Association of America, and the

Tobacco Institute.

THE EFFECTS OF TAX INCREASES ON TOBACCO USE BY MINORS - LEG, RESEARCH
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decreases at least as high, if not significantly higher, among youth.2 Additionally, the Surgeon
General reports that 86 percent of the overall decrease in youth cigarette use comes from
discouraging initiation of new smokers; the remaining 14 percent comes from decreased cigarette
use by young people who are already smoking. The 86 percent decline in new smokers is an
important point because studies also indicate that more than 80 percent of smokers began smoking
before age 18. Stopping young people before they start is often cited by health advocates as a
major goal of their anti-smoking campaigns. In fact, the Surgeon General recommends raising
prices as a primary measure to control tobacco use by minors because of the scientific evidence
showing its great effects. In addition, a recent study, conducted by independent researchers,
examines the effects of both tax increases and laws designed to restrict minors' access to tobacco.
According to one of the authors, Dr. Frank Chaloupka, tax increases are the single most effective
method of reducing youth cigarette use. His study, based on information from 110,000 youths
nationwide, finds that tax increases significantly reduce youth smoking rates and that laws
designed to prevent minors' access to tobacco are ineffective.

Background

According to David Reaume, former professor of economics at the University of Alaska
Southeast, economists use two fundamental economic concepts to examine the effects of price
increases on product demand—the law ofdemand and price elasticity of demand. The law of
demand dictates that raising prices causes a decrease in product demand. Economists measure the
rate of change using price elasticity of demand Mr. Reaume explained that demand for any
product decreases as prices increase but the degree of change is likely to be small for necessities
and large for luxury items. He also cautioned that many variables affect product demand and
when measuring the amount of change caused by price increases economists must try to account

for all factors.

Numerous tobacco-related studies use data collected by the U.S. Centers for Disease Control
(CDC) when analyzing the effects of tax increases on youth smoking rates. According to Dana
Shelton, epidemiologist for the CDC, it is the way in which researchers use CDC information that
is important. Many researchers use sources other than the CDC's data because information
obtained by state-sponsored Youth Risk Behavior Surveys comes from random samples of an
entire population rather than multiple year studies of specific individuals. After obtaining their
own study results, researchers may use CDC data to estimate nationwide results. For example,
researchers may contact the same set of teens over a three-year period to determine if tax increases
resulted in manges such as quitting, reducing, or starting smoking. Based on these contacts,
researchers are able to project how tax increases influence youth smoking rates; they then use

2Studies reviewed by the Surgeon General report a 2.3 to 14.4 percent decrease in youth
smoking as a result ofa 10 percent increase in price, Many studies report findings exceeding 7

percent.
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CDC data to project their findings onto a larger population such as Alaska or the entire United
States. Using the same group of teens allows researchers to account for other variables such as
the effects of youth smoking laws as well a? how tax increases influence tobacco use. According
to Ms. Shelton, researchers perform strict analyses to ensure that specific events such as tax
increases caused their findings rather than other variables or normal fluctuations within the
population. Ms. Shelton cautioned that selecting individual pieces of data from a large work like
the CDC's Surveillance Summaries, which includes the results of state Youth Risk Behavior
Surveys, and basing conclusions on that information is not a scientifically accepted method of

analyzing data and would likely be erroneous.”

The Effect af Tax Increases on Cigarette Consumption Within the General Population

According to a report by the Surgeon General, numerous studies examining the effects of tax
increases on cigarette consumption estimate that raising prices by 10 percent results in a2 to 5
percent decrease in cigarette use (Attachment A).4 The Surgeon General criticizes some studies
for failing to model the addictive aspects of consumption and others for failing to account for

smuggling of cigarettes between states.

According to Dan Howie of the Tobacco Institute, the problem of illegal cigarette sales is well
documented in Canada, as well as other states, following large tax increases. He indicated that
Canada's large cigarette tax initially reduced smoking rates, but as illegal tobacco markets
developed cigarette use began to rise. In support of his argument Mr. Howie cited a 1996 report
by the Tax Foundation. The report concluded that although increased prices resulted in decreased
cigarette sales, illegal tobacco sales may mask any actual declines in cigarette use.5 Tobacco tax
advocates contend that smuggling illegal cigarettes tc Alaska would be unprofitable because of
shipping costs and the high price of cigarettes in Canada (the only jurisdiction with which we

3CDC Surveillance Summaries distributes scientific information to public health
officials, including information on tobacco consumption by minors. The CDC receives
information for Surveillance Summaries from various sources including state Youth Risk

Behavior Surveys.

4Centers for Disease Control and Prevention, Preventing Tobacco Use Among Young
People: A Report ofthe Surgeon General, 1994. p. 269-273. The overall range of price elasticity
ofcigarette demand was between -0.14 and -1.23 (that is, a 10 percent price increase result; in a
1.4 to 12.3 percent decrease in cigarette use); the majority of estimates fell within the narrower

range of 2 to 5 percent.

5The Tax Foundation, The Effect ofExcise Tax Differentials on Interstate Smuggling
and Cross-Border Sales of Cigarettes in the United States, October 1996. The Tax Foundation
is a nonprofit, tax exempt organization that relies solely on voluntary contributions for support.
They supply fiscal information and analysis to policymakers, business leaders, and the general

public.
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share a border). They also contend that Alaska's single Indian reservation on Annette Island is an
unlikely source for large quantities of tobacco products and the U.S. Department of Defense could
place restrictions on military tobacco sales, as was done in Hawaii, if problems with illegal

distribution develop.

The Surgeon General also reviewed studies examining both the effects of illegal smuggling and
tax increases. As is the case in other research findings, these studies estimate that a 10 percent
price increase leads to a 2 to 5 percent decrease in cigarette use. After reviewing the results of
many studies, the Surgeon General concludes that even with differences in data, theoretical
modeling, and estimation techniques numerous studies reach one general conclusion-increasing

cigarette prices reduces smoking.

The Effect of Tax Increases on Adolescent Tobacco Users

As in the general population, studies reviewed by the Surgeon General show that tax increases
cause a significant decrease in youth smoking rates. While the range of findings varied (overall,
the studies found that a 10 percent price increase results in a 2.3 to 14.4 percent decrease in
cigarette use), many studies estimate that a 10 percent price increase reduces overall youth

cigarette use by more than 7 percent.

Researchers examine the overall effect of tax increases on youth smoking by calculating the
decrease in cigarette use by those already smoking and determining the number of minors who
never start. The Surgeon General reports that 86 percent of the overall decrease in youth cigarette
use comes from discouraging initiation of new smokers. The fact that increasing taxes
significantly reduces overall cigarette use and decreases the number of new youth smokers leads
the Surgeon General to recommend raising prices as a primary control measure.

Dan Howie of the Tobacco Institute contends that tough state laws restricting the sale of tobacco
to minors could decrease youth smoking rates without tax increases. He also states that when tax
increases create an underground market for tobacco, illegal sales make laws restricting minors'
access to tobacco ineffective. As an example, he cites the problems with smuggling experienced

in Canada following large cigarette tax increases.

A recent study that compares both the effects of cigarette tax increases and laws limiting youth
access to tobacco, however, found that raising prices is a highly effective means of controlling
teen cigarette use. This study concludes that laws alone, due to problems of enforcement, have
little impact on smoking rates.5 In the study, Dr. Frank Chaloupka and Dr. Michael Grossman
analyzed data from over 110,000 youths collected during the years 1992, 1993, and 1994

NAttachment B is a copy of "Price, Tobacco Control Policies and Youth Smoking" by
Dr. Frank Chaloupka and Dr. Michael Grossman.
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(Attachment B).7 The study finds that tax increases significantly reduce cigarette use among
adolescents and estimates that for every 10 percent price increase the overall youth demand for

cigarettes declines 13.13 percent.

Enforcement of Tobacco Laws In Alaska

In Alaska, current state laws restrict sales of tobacco to anyone under the age of 19, make it illegal
for minors to purchase, possess or use tobacco, and place restrictions on cigarette vending
machines. According to Mary Collins, research analyst for the Division of Alcoholism and Drug
Abuse within the Alaska Department of Health and Social Services, the 1996 Alaska Youth
Tobacco Purchase Survey found that while 64 percent of merchants statewide refused to sell
tobacco products to minors, the remaining 36 percent of merchants sold tobacco to minors.
According to Kathleen Mather of the Alaska Department of Public Safely, law enforcement
officials issued four citations for illegally selling or giving tobacco to minors in 1996 and seven
in 1995. Additionally, minors received 96 citations for illegally possessing or using tobacco in

1996.

*kkkkkkkk*k

| hope this information is helpful for your purposes. Please do not hesitate to call if you have
additional questions.

Attachments

Dr. Chaloupka and Dr. Grossman have studied fhe effects of tax increases on cigarette
demand for several years and have prepared a number of research studies on the issue. Dr.
Chaloupka is an Associate Professor of Economics at the University of lllinois at Chicago and Dr.
Grossman is a Professor of Economics at City University of New York Graduate School.
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CSHB I(STA) generally proposes inareases to state-imposed taxes on cigarettes and tobacco
products.

Bill section 1. The bill section sequentially increases the tax on cigarettes and, because the
changes are made to the rate of a tax that is dedicated, would have the effect of providing for
the deposit of the increase into the "School Fund." AS 43.50.140. The increases are as

follows:

Between the bill's effective date and June 30,2000. the pei cigarette tax would be set
at 52 1/2 mills, a 50 mill rate increase, or an increase of $1.00 per pack (50 mills x 20
cigarettes per pack = 1000 mills or $1.00) from the current cigarette tax levy;

Between July 1,2000, and June 30. 2003. the per cigarette tax would be set at 64 1/2
mills, an additional 12 mill increase, or an additional increase of 24 cents per pack;

Between July 1. 2003. and June 30. 2006. the per cigarette tax would be set al 76 1/2
mills, an additional 12 mill increase, or a further increase of 24 cents per pack; and

Thereafter, at three-year .ntervais. the per cigarette tax increases at a rate of 12 mills
(24 cents per pack).

Bill section 2: Whether the rate imposed in a dedicated tax may be changed without
destroying the dedication is debatable. In the event the courts are asked to decide the
question and determine that the dedication is destroyed, this bill section is included to restore
the current rate of tax for the component that is dedicated for inclusion in the School Fund.

SECTIONAL ANALYSIS
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Bii! section 3; lhe bill section amends AS 43.50.090 to add a provision directing the
Department ol Revenue to give public notice of the cigarette tax rate changes and specific
notice of tie changes being made under AS 43.50.090(a) to all cigarette tax licensees at
appropriate times.

Bill section 4: This is a contingent provision. In the event the changes set out in bill section
1 are found to destroy the dedication, then the tax rate changes are made to current
AS 43.50.190(a). a provision that imposes a further tax on cigarettes and that, because the
proceeds are not dedicated, adds the increased revenue to the state general fund.

Bill section 5: This is also a contingent provision. The bill section amends AS 43.50.190
to add a provision directing the Department of Revenue to give public notice of the cigarette
tax rate changes and specific notice of the changes being made under AS 43.50.190(a) to all
cigarette tax licensees at appropriate times.

Bill section 6: AS 43.50.300 levies an excise tax on tobacco products other than cigarettes.
The amendment proposed would increase the excise tax on tobacco products other than
cigarettes from its current 25 percent of the product's wholesale price to 100 percent of the
wholesale price.

Bill section 7: The bill section adds new provisions to AS 43.50.300 that authorize the
Department of Revenue to further change the rate of the excise tax on tobacco products other
than cigarettes in line with inflation, at two-year intervals, spelling out how the change is to
be calculated, and requiring the giving of public notice and specific notice of the change to
all tobacco tax licensees at appropriate times.

Bill section 8: The provisions of the new material added by bill section 3 directing the
Department of Revenue to give public notice of the cigarette tax rate changes and specific
notice of the changes being made under AS 43.50.090(a) to all cigarette tax licensees at
appropriate times may be superfluous if the court rules against the tax dedication and
AS 43.50.090(a) ac amended by bill section 1 is repealed. Under those circumstances.
AS 43.50.090(d) is also to be repealed.

Bill section 9: These bill sections spell out the contingency under which certain of the
earlier bill sections—bill sections 2.4, 5, and 8--are to take effect. They are to be given effect
only if a "ourt determines that changing the rate of taxation on cigarettes destroys the
dedication of tax revenue derived from the cigarette tax.

Bill sections 10 and 11 are effective date provisions. Key tax change provisions are to take
effect October 1. 1997: other provisions take effect on the date that contingency identified
in bill section 9 occurs.

JBC:glc
97-079.glc
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SPONSOR STATEMENT
CSHB 1 (STA)

“An Act relating to taxes on cigarettes and tobacco products;

and providing for an effective date.”

CSHB I(STA) is aimed at Alaskan youth who use tobacco products. Youth smoking and
smokeless tobacco use rates in Alaska are higher than the national average. Within Alaska, the
highest smoking rate is in the Bush (33%) and the lowest in the urban areas (25%). Nearly 84%
of Alaskan adults started smoking between 10 and 20 years of age. In 1995, 36.5% of high
school students were identified as current smokers; 23.5% of the high school boys were identified

as current users of chewing tobacco.

Youth who use tobacco quickly become addicted to nicotine and most often become long-term
users who suffer the long-term health effects of smoking. Withdrawal fron nicotine addiction is
like withdrawal from other highly addictive substances: difficult and painful. Seventy percent of
smokers say they want to quit, and millions try each year, but only 2.5% succeed in any given

year. CSHB 1fSTA) seeks to stop our youth from ever using tobacco, and to decrease the number
of adults already using tobacco. CSHB 1(STA),when passed, will move Alaska far ahead of other
states in the fight against youth access to tobacco.

There are some enormous health and economic costs which flow from tobacco use. Some of these
costs are easy to measure, some are difficult to measure and some are beyond measurement.
Getting an idea of these costs can help the move toward health and economic policies that help
control tobacco.

The costs that can be easily measured are the costs that involve delivering direct health care services
which would not have been needed if tobacco was not used. In 1996 the state collected $16.7
million in cigarette tax revenues. That same year, the estimated economic impact of smoking in
Alaska was over $194 million in direct health care costs related to smoking and tobacco products.
Approximately $9.8 million of the direct health care costs were paid by state Medicaid. CSHB
[(STA) will help recover some of the excessive medical costs created by the use of tobacco.

Other easily measurable costs that have been researched are: the costs of disability, increased
illness, fire losses, and forgone income due to early mortality. Tobacco use is the leading cause of
death in Alaska. One out of five deaths in Alaska are tobacco related. The U.S. Centers for
Disease Control estimates that 18,000 Alaskans currently under the age of 18 will die from
tobacco-related diseases if effective action is not taken to end this epidemic. CSHB 1(STA)
contains a tobacco tax of $1 per pack and provisions to inflation proof the tax. This tax is the
single most effective way to reduce tobacco consumption among children and adults, and thereby
prevent premature deaths.

There are some costs related to tobacco use which are more difficult to quantify. There is the work
of someone who becomes ill from tobacco usage, the responsibility of trying to replace the work
that person does, lack of access to advanced health care that creates a significant burden for an
entire family, the illness or premature death of a tobacco user which can prevent their children from
getting tin adequate education resulting in limited chances for success, as well as, the amount of
disposable income devoted to maintaining a nicotine addiction. In some cases a significant portion

SPONSOR STATEMENT



House Bill 1
Sponsor Statement

of a family’s disposable income is spent on maintaining a tobacco addiction, thereby preventing
this money from be>ng spent on improving family nutrition, educational needs, or investment in
productive capac, ty. Not only does this perpetuate the cycle of poverty, but it is a loss to the local
economy, since the money goes instead toward the profits of large outside tobacco companies.

There is evident: z that the poor quit smoking in larger numbers in response to price increases.
Therefore, they will benefit by a tobacco tax increase of $ 1 per pack to a greater udent than more
affluent socioeconomic groups. Additionally, since the number of children who will start to smoke
is clearly inversely related to price, a large tax increase will make it possible to save large numbers
of another generation of smokers from tobacco addiction. For every price increase of 10% we can
expect to reduce consumption of tobacco products by an equal or greater amount among children
and teens. The $1 per pack tax increase proposed in CSHB 1(STA) would reduce youth smoking in
Alaska by an estimated 32% and prevent over 5,700 premature deatns among Alaskans currently

under the age of 18.

There are costs that are very real but cannot be measured. These include reduced quality of life for
the tobacco user, for those affected by second-hand smoke and for those people whose lives are
tom apart due to the loss or illness of a loved one. The value of human life and of attaining human
potential, cannot be measured in economic terms. But our inability to quantify these aspects of
tobacco use should not leave us blind to them. They are by far the largest of the true costs of
tobacco industry products.

Legislators in our state have a constitutional duty to provide for the promotion and protection of
public health. A $1 per pack increase in the tobacco tax and the provision to inflation-proof the tax
will help ensure a continuous decrease in the use of tobacco products by the youth and adults of
Alaska, as well as, promote a continued trend toward decreased health care cost and healthier

people.

Finally, a January 1996 statewide survey conducted by Mathematica Policy Research of Princeton,
New Jersey found that 74% of Alaskans support an increase of $1 per pack in the state excise lax
on cigarettes. This includes 75% of “conservatives,” 75% of ‘moderates,” 73% of “liberal”” and
55% of smokers. This legislation had wide public support in 1996 and it still does. CSHB I(STA)
is long overdue. 1 urge the passage of House Bill 1, a fair tobacco tax for all people in Alaska.



RESOLUTION

WHEREAS, tobacco use is widely recognized as the leading cause of preventable death in
Alaska and responsible for approximately 1 in 5 deaths in the United States; and

WHEREAS, in the U.S. alone, it is estimated that more than 400,000 deaths each year are
attributable to tobacco use and in Alaska it is estimated that smoking is responsible for
approximately 470 deaths per year; and

WHEREAS, the 1995 Youth Risk Behavior Survey (YRBS) determined that Alaska high
school students have smoking rates higher than the national average; and

WHEREAS, nearly all new smokers start before the age of 19, with an average age of 14.5
years old; and

WHEREAS, despite enormous effort, experience has shown that education and enforcement
efforts alone have not succeeded in preventing an increase in the number of new teen
smokers; and

WHEREAS, the Jan/Feb/Mar 1996 edition of A laska M edicine, the official journal of the
Alaska State Medical Association, was devoted to 'Tobacco: Alaska's Most Preventable

Health Problem"; and

WHEREAS, as reported in that journal, a proven way to decrease adolescent use oi tobacco
products is raising the cost of tobacco through increased excise taxes; and

WHEREAS, the American Medical Association (AMA) has recognized andsupported
increased taxes as an effective means of preventing new teenagers from becoming addicted
to tobacco; and

WHEREAS, experience in Canada and various states in the U.S. has demonstrated the
effectiveness of increased taxes as a ceterrent to teen smoking; and

WHEREAS, opinion surveys in Alaska have repeatedly shown that the general public
strongly supports increased tobacco taxes, including a substantial portion of smokers; and

WHEREAS, former Surgeon General C. Everett Koop has specifically recognized and
endorsed the effort of Alaskans to enact a $1 per pack tax increase stating that "Alaska is in a
position to lead the nation on this critical health issue [and could] set an example that could
ultimately save millions of lives nationwide.”

THEREFORE BE IT RESOLVED, that the Alaska State Medical Association reaffirm its
support for a $1 per pack state tobacco tax increase as an essential means to deter new
young smokers from becoming addicted to tobacco products; and

BE IT FURTHER RESOLVED, that the Alaska State Medical Association encourage its
members and all health care profess.onals to actively support this effort.



January 20. 1997

The Honorable Con Bunde. Chair
House HESS Committee

Alaska State Capitol

Juneau, AK 99801-1182

Dear Representative Bunde:

The Association of Alaska School Boards has established child advocacy as
one of our top priorities. Our mission to promote parental, public, and social
service commitment to the shared responsibility of educating all children
enables us to address issues that deal with the health and safety of Alaska’s
children. To this end, during the 1996 AASB Annual Conference, our
membership reaffirmed their commitment to a resolution which recommends
increasing tobacco taxes in order to reduce the accessibility of tobacco by
teens.

We are pleased that you have sponsored a bill (HB 1) which will prevent
tobacco addiction among our children. We believe that, through the combined
influences of tax levies, strict law enforcement, and quality education, we can all
have a hand in preventing our children from becoming addicted to tobacco.

AASB supports legislation which keeps our kids tobacco free. Thank you for
your commitment to the health and weli-being of Alaska's children.

Sincerely,

Carl F. N. Rose
Executive Director
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ASSOCIATION OF ALASKA SCHOOL BOARDS
Advocates for Alaska's Youth

Position Paper

Increase in Tobacco Tax

In order to address the risk to the health and safety of children and youth that tobacco related
products represent, the Association of Alaska School Boards strongly supports legislation which
would increase the cigarette tax.

After a review of the research, we take this position because:

e nicotine is an addictive drug that has been proven harmful to children;

« the average teenage smoker starts smoking at 14 1/2 years old and becomes a daily smoker
before the age of 18;

« if people do not begin to smoke as teenagers or children, it is unlikely they will ever do so;

and
» children tend to vastly underestimate the likelihood that they will become addicted to nicotine.

Tobacco use is a problem among Alaska's teens. 27% of 12th grade girls and 18% of 12th grade
boys report daily use of cigarettes. Rates are highest among Alaska Natives: 31% of 12th grade
girls and 21% of 12th grade boys.

Of public health strategies available for reducing tobacco use, increasing tobacco
taxes as a way of raising the price of tobacco products is viewed as the most
effective. One of its virtues is that it is immediate and does not require further public
resources to implement.

By increasing the tax on tobacco Alaska can significantly reduce the use of tobacco

among teens. Below are two examples of regions where taxation reduced tobacco consumption

among teens.

¢ In Canada, between 1979 and 1991, higher tax rates increased the real price of tobacco by
158 percent and teenage consumption dropped by two-thirds.

¢ In California, cigarette smoking declined nearly 24 percent(from 26.7 percent in 1988 to 20.4
percent in 1992) after California approved a 25 cent excise tax increase.

AASB believes that it is much easier to prevent smoking, than it is to help a teenager quit once

they fiave become addicted. We hope that you consider joining AASB in our goal to protect the
health of teenagers by voting to increase the Alaskan sales tax on tobacco.

1/20/97



ASSOCIATION OF ALASKA SCHOOL BOARDS
Adrocah's for Alaska's Youth

SUBJECT AREA Child and Youth Advocacy

97-4

INCREASE IN TOBACCO TAX
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SUBJECT AREA Child and Youth Advocacy
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ACCESS TO TOBACCO PRODUCTS
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ASSOCIATION OF ALASKA SCHOOL BOARDS
Adrocaiesjbr Alaska s Youth

SUBJECT AREA: Child and Youth Advocacy

97-6
PRESERVING THE RIGHTS OF LOCAL GOVERNMENTS TO REGULATE TOBACCO
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January 8,1997

The Honorable Con Bunde
Alaska House of Representatives
State Capitol

Juneau, Alaska 99801

Dear Representative Bunde:

Those of us working on the tobacco tax campaign would like to wish you a happy and produc-
tive new year and let you know that we look forward to working with you in 1997 to save

thousands of lives in the years ahead.

Tobacco issues continue to make headlines in Alaska and around the country, with frequent
news stories about proposed FDA regulation of tobacco and implementation of the Synar
Amendment by state governments. This letter is intended to clarify that while such effort are
worthwhile, a major tobacco tax increase ($1 per pack) is clearly the most effective tool we
have to reduce tobacco use.

There is no “silver bullet" for ending the tobacco epidemic. A comprehensive approach
that includes tax increases, media campaigns, innovative school programs, advertising restric-
tions, clean indoor air laws, and enforcement of youth access laws should be our goal.

The $1 per pack tobccco tax increase must be the cornerstone of a comprehensive
tobacco control strategy, and should be enacted first. In a report pioduced by a panel of
experts, the National Cancer Institute concluded that “few measures exhibit the speed and
magnitude of impact achieved by increasing taxation on tobacco products... Increasing tobacco
excise taxes must be considered an essential and primary component of any comprehensive
tobacco control program.” The SI per pack tobacco tax increase will have immediate and
dramatic impact on youth smoking and smokeless tobacco rates in every community in the
state, without creating any financial drain on the state budget.

While there should be continuing efforts to enforce existing laws against selling tobacco
to minors, reducing youth access to tobacco is easier said than done. The goal of the
Division of Alcoholism and Drug Abuse is to increase vendor compliance to 80% (from the
current rate of 64%), in keeping with the provisions of the federal “Synar” law. However,
recent research conducted in Massachusetts shows that even when 80% of stores refuse to
sell to minors, kids can still buy tobacco products. The researchers concluded that “compliance
rates above 90% must be achieved before the youths in the community begin to have difficulty
purchasing tobacco." While this is a worthwhile goal that we support, it is unlikely that we will
be able to achieve it any time soon.
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Likewise, restricting tobacco sales to liquor outlets onl , as some have proposed, makes
a lot of sense but will be extremely difficult to achieve. Convenience stores typically make
more than half their profits from tobacco sales. Any change in the law will be met with extreme
resistence, with the tobacco industry providing financial support to the opposition. Again, the
best option to reduce teen smoking is to pass the $1 per pack tobacco tax increase.

While valuable as part of a comprehensive effort, FDA regulation of tobacco products
will not adequately address the tobacco epidemic in Alaska. Even if the regulations are
implemented, they will not have the kind of dramatic impact on youth smoking that can be
achieved through a major tobacco tax increase.

The proven effectiveness of tobacco taxation, the strong public support for the tax, and the fact
that there is no cost to state government are all reasons to support the proposed $1 per pack
tax increase in Alaska. As the Alaska Journal of Commerce stated in an editorial last summer:

We can save thousands of lives in Alaska by protecting our kids from tobacco, and
the best :ray to do that is to increase the state cigarette tax...It should be an easy
choice and a no-lose situation. We can decrease the deaths from smoking while
decreasing the dollars taken from the state savings account to support the budget,
and we can reduce ourfuture expenditures on health care.

Please feel free to contact us for more information. We look forward to talking with you soon.

Sincerely,
lo u a i*«/-
Diana Kuhns Meunier
Chief Operating Officer Executive Director
American Cancer Society (Alaska) American Heart Association “Alaska)
’

>
Larry Dickerson Anne M. Walker
Executive Director Executive Director

American Lung Association (Alaska) Alaska Native Health Board
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Smoking Related M ortality in

.Cigarette.Smoking inAlaska

Alaska has one of the highest smoking prevalence rates in the
United Stales. Alaska's smoking rates are similar to those found
in Nevada and in the tobacco-growing statesl Alaska Natives
have even higher smoking rates (Table 1). The highest smoking
prevalence is found in the Bush region, and the lowest in the
Urban region (Figure 1).

Table I.Smoking Prevalence among Adult Alaskans by
Race and Sex

Alaska Native* All Races'l
Men 46.5% 28.1%
Women 39.3% 25.0%

Figure 1. Smoking Prevalence in Alaska
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Deaths Caused hv Smoking

The Centers for Disease Control and Prevention (CDC) has
estimated that each year cigarette smoking results in
approximately 41.9,000 deaths in the United Stales . Deaths that
are related to cigarette smoking include a portion of:
cardiovascular disease; cancers of the lung, larynx, oral cavity,
esophagus, pancreas, bladder, kidney and cervix; chronic
bronchitis, emphysema, and other respiratory deaths3. Smoking
also results in deaths in the perinatal period because it causes
low birth weight infants and preterm delivery.

sing software provided by CDC5, we estimate that 1,416
deaths to Alaska residents during 1992-1994 were attributable
to smoking, accounting for 19.8% of the 7,159 deaths during
that time (Tabic 2).

Tabic 2. Total Number of Deaths and Estimated Smoking
Related Deaths In Alaska 1992-94

Smoking Percent

Total Hof Related Smoking

Cause of Death Deaths4 Deaths5 Related
Cardiovascular 2.010 533 26.5%
Cancers 1,655 546 33.0%
Pcspiratory 503 260 51.7%
Perinatal (<12 mos) 204 14 6.9%
Total 7,159 1,416 19.8%

Smoking Related Mortality Amnnn Men and Women In Alaska
Of the 1,402 deaths among adults attributable to smoking, 912
were men, and 490 were women. Historically, men have been
smoking longer than women and many smoking deaths are
caused by long term use of cigarettes. Because smoking rates are
now similar for men and women, 'women tnay have higher
smoking attributable mortality in the future.

Division of Public Health
Peter M. Nakamura, MD, MPH, Director
3G01 C Street, Suita 576, P.O. Box 240249, Anchorage, Alaska 99524-0249 (907)551-4406

u Ile t in

Section of Epidemiology
John Middaugh, MD, Editor
Bulletin No. 1 January 12.1996

A laska: 1992-94

Deaths to Alaska Natives from Smoking
Alaska Natives account for 23.2% (329) of the smoking related

deaths, although they account for 16.5% of the -state’s
population.

Comparison ” Other Important Causes of Death
The graph below shows how smoking compares to other
preventable causes of death in Alaska?.

Figure 2:
W5 > Number of Alaska Ratldinl Daiths by
AV Selected Cause 1992-94
A
>
rh >

Summary

Each year, smoking Kills more Alaskans than AIDS, aircraft
crashes, alcohol, falls, fires, firearms and motor vehicle crashes
combined. Alaska Natives arc at higher risk because of tlicir
higher smoking rates.

Tobacco is considered the leading preventable cause of death in
the United States’. The majority of smokers began smoking
before 18 years of age9. In the U.S., by the 1980’s, almost no
regular smoking began after the age of 189. Therefore, efforts to
decrease tobacco use in the U.S. arc being directed towards
school-age children and adolescents, including limiting
advertising and access to cigarettesld  Additional tobacco
cessation efforts include developing and enacting strong policies
for clean indoor air, increasing excise taxes and increasing
educational efforts.
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COSTS OF SMOKING IN ALASKA, 191

tl is rstimnlcd that each day 1,100 Americans will die
from cnlmcco use; 3,000 children wilt smoke their First
cigarette. In all, 419,000 smokers died and 1.5 million
smokers quit in 1990. They arc rcpinccd by new
smokers. 90% of whom starl to smoke before age 18.1

Cigarette smoking has substantial impact on mortality in
Alaska. Every day an Alaskan dies due to sinoking-
Mttrihutahle causes.

To estimate the impact of cigarette smoking in Alaska in

1991, we wused the Smoking-Attributable Mortality,

Morbidity, and Economic Cost (SAMMEC) software2

distributed by the Centers for Disease Control and

Prevention, and data from:

= the 1991 Behavioral Risk Factor Surveillance Survey

f.y.dlh-care expenditure data (from the Office on
u.iioking and Health, CDC)

< population estimates by age and sex (Alaska Dept, of
Labor) and,

< deaths by age, sex and smoking related diagnostic
category (Section of Epidemiology).

RESULTS:

Smoking Attributable Mortality — 19% of the 2,076
Alnsknn deaths in 1991 were smoking related. The
proportion of all deaths attributable to smoking was higher
for males (20%) than for females (16%). For males 40%
of the smoking attributable deaths were due to
cardiovascular diseases and 37% to neoplasms, whereas for
females, 27% of smoking attributable deaths were due to
cardiovascular diseases and 42% to neoplasms (Figure 1).
Among Alaskans £35 years of ngc, 23% of dcallis
(372/1643) were attributed to cigarette smoking.

figure 1e G.idmg;tgibjade Mortality by Dagnostic Caldflary
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Smoking Attributable Years of Polcntinl Life Lost
(YPLL) - YPLL are the number of years that the person
died prior to their 65th birthday. An average of 4.5 years
of life were lost for each person 35 to 65 who died from
a smoking related death in 1991.

Smoking Attributable Direct Costs - Direct health-care
msjs are the costs for the prevention, detection and
['/=.pent of smoking-related diseases as well as the cost for
lo"v.7ilitating smokers suffering from smoking related
illnesses.  Costs of hospitalization, physicians’ services,
medications, nursing home care, and other professional
services are included. The estimated total for direct costs
in 1991 was $45.6 million for persons 12:35 years of ngc.
This is equivalent to $220 per Alaskan £35 years of age
or $941 per current smoker £35 years of age.

Smoking Attributable Indirect Mortality Costs - These
costs arc calculated xs the wages and salaries forfeited by
persons who die prematurely from smoking-related causes.
An cstimntcd $67.9 million was lost due to the indirect
costs caused by smoking deaths.

Smoking Attributable Indirect Morbidity Costs - These
costs include lost earnings and productivity for persons
disabled by smoking-related chronic diseases.  The
estimated cost fdr'Tndircct morbidity due to smoking
was $14.1 million.

The total estimated smoking attributable cost for
Alaskans £35 years of ngc in 1991 was $127.6 million.

DISCUSSION:

Smoking causes substantial mortality, morbidity and
economic costs in Alaska. Total estimated smoking
attributable costs have increased by 53% since 1989,
These estimates arc conservative since 1989 U.S. Labor
Force and earnings data were used to calculate economic
costs, which are lower than Alaska annual mean earnings.
If Alaska specific health-care costs4 arc used (instead of
OSH health-care national estimates), total costs are greater
- $134 miilion.

SAMMEC underestimates the impact of smoking for
several other reasons: 1) Estimates are based on cigarette
smoking prevalence for 1991 which are lower in recent
years than in the previous 30 years. The current burden of
most chronic diseases linked to smoking reflects previous
decades of higher smoking prevalence. 2) Estimates do
not include deaths from other conditions (e.g., such as
leukemia, and peptic ulcer disease) that may also be
associated with smoking, nor do they include mortality
caused by other forms of tobacco use (pipes, cigars, and
smokeless tobacco) or exposure to environmental tobacco
smoke.

To reduce (he adverse health impacts oT tobacco use,
continued progress must he made in reducing tobacco
use, especially smoking.

Vigorous efforts are needed to prevent the initiation of

smoking, encourage smoking cessation at any age, and

protect nonsmokers from the adverse cffccLs of

environmental tobacco smoke. Because many factors affect

smoking initiation and cessation, multiple approaches arc

necessary including:

* increasing educational efforts

e reducing minors’ access to tobacco products

« increasing tobacco excise taxes

¢ implementing more extensive and intensive counseling
by health-care providers on smoking prevention and
cessation

e developing and enacting strong policies and laws for
clean indoor air

¢ eliminating advertising, especially advertising targeted
toward persons less than 18 years of age.
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ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION

February 20, 1997

Representative Con Bunde
Room 106,

State Capitol
Juneau, AK 99801-1182 Re: Support, Cigarette Tax Legislation

Dear Representative Bunde:

The Alaska State Hospital and Nursing Home Association (ASHNHA) is
dedicated to providing health services and to advocate for those programs that
promote and encourage the enactment and promulgation of just and reasonable laws
and regulations and improve the health status of the population we serve. In keeping
with its mission, the Board of Directors voted on February 6, 1997, to support

cigarette tax legislation.

Tobacco use is a major risk factor for diseases of the heart and blood vessels,
chronic bronchitis and emphysema, cancers of the lung, pharynx, oral cavity,
esophagus, pancreas and bladder as well as other problems such as respiratory
infections and stomach ulcers. Because of the severe impacts on health services in

the state, ASHNHA is a proponent of the cigarette taxes.

Sincerely,

Laraine L. Derr
President/CEO

319 Seward Street #11 eJuneau, AK 99801 «(907) 586-1790 «Fax (907) 463-3573
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ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION

Resolution

Title: Support for New State Public Health Laboratory Facility

WHEREAS, Alaska's Public Health Laboratories provide necessary services supporting
disease control and prevention programs, maternal, child and family health programs and
epidemiology programs; and

WHEREAS, Alaska’s Public Health Laboratories support surveillance activities, outbreak
investigations, and monitor the emergence of new infectious agents and the reemergence of
infectious agents of public health importance; and

WHEREAS, Alaska’s Public Health Laboratories also assist in assuring high quality
laboratory work throughout the state by providing reference services, quality assurance
materials, consultation, protocols, and training as well as providing a national surveillance link
with the Centers for Disease Control; and

WHEREAS, Alaska’s Public Health Laboratories generate information that serves the needs
of epidemiologist, regulators, policy makers, the medical community, and the ultimate
beneficiary, the public; and

WHEREAS, since 1985, thirteen studies have assessed the deficiencies and deteriorating
condition of the state’s Public Health Laboratories docunT iting significant health and safety
risks caused by improper ventilation and poor layout of lab spaces; and

WHEREAS, the laboratories’ current facilities are unable to meet the demands of changing
analytical technologies and face serious mechanical system and structural inadequacies for
conducting laboratory testing.

THEREFORE, BE IT RESOLVED, that the Alaska State Hospital & Nursing Home
Association supports the concept of a new State Public Health Laboratory in Anchorage. This
new laboratory will incorporate the current activities of the Juneau and Anchorage
laboratories and will also house the State Medical Examiner. This new laboratory will
integrate and adequately house departmental laboratory functions, allow for future growth and
provide for a satisfactory level of services at a lower cost.

319 Seward Street #11 ®Juneau, AK 99801 «(907) 586-1790 «Fax (907) 463-3573






Representative Con Bunde
Room 104, State Capitol
Juneau, Alaska 99801 -1182

February 8, 1997

Dear Representative Bunde;

On behalf of the Yukon-Kuskokwim Health Corporation, the largest native health
corporation in the state of Alaska. 1strongly urge you to vote in favor of the tax on tobacco
products as put forth in House Bill No. 1

| have here enclosed a packet of information which highlights:
1) the high rates of tobacco use among Alaskan youth:
2) the number and rate of new cases of digestive and respiratory tract cancers;
3) the number and rate of deaths due of digestive and respiratory tract cancers; and
4) the positive effect of taxation on the purchase and consumption of tobacco
products.

Because many of the harmful effects of tobacco use are well documented, and because
tobacco is the leading cause of preventable death and disease, and because studies have
shown that one of the public health strategies that makes a difference is taxation. I strongly
encourage the 20th legislature to do their part to help achieve our common mission of
improving the health of the people of Alaska.

The passing of this tobacco tax will place this state in a leadership role, nationwide, by
demonstrating our seriousness of effort to stem the growing population of tobacco users.

Help to protect our children's future. Please support House Bill No. 1

Sincerely,

Gene Peltola, President / CEO
Yukon-Kuskokwim Health Corporation

P.O. Box 523 « Bethel. Alaska 99559 « Phone: (907) 543-6000 « 1-800-47S-3321 « Fax: 1907) 543-6006



In Support of

House Bill Number 1:

The Tax on T obacco

Supporting Documents

« State of Alaska Epidemiology Bulletin - Jan. 21,1997

« Abstract- 'Tobacco Use Among Alaska Youth"

« Youth Risk Behavior Survey, 1995 - Tobacco Use Data

« Abstract "The Prevalence of Tobacco Use Among
Alaska Adults”

« Abstract "Smoking Attributable Mortality and
Economic Costs in Alaska 1992-94"

« Cancer inAlaska Natives: A 25 Year Report

« Abstract "Prevention That Works"

« Saving Lives and Raising Revenue: The Case for
Major Tobacco Tax Increases in Alaska

Yukon-Kuskokwim Health Corporation

storing Native Self-Determination in Primary Care, Prevention and Health Promotion
P.O. Box 528 «+ Bethel, Alaska 99559 +«’ 907.543.6000 =+ Fax 907.543.6006



State o fAlaska
Epidemiology

Department of Health and Social Services
Karan Perdue. Commissioner

Division of Public Health
Peter M. Nakamura, MD, MPH, Director
3601 G Strew, Suita 540, P.O. Box 240749, Anchorage. Alaska 89524-0249 (907) 26\ MOOO

Section of Epktemotogy
John Middaugh, MD, Editor
B~atin No. 8 January 21.1997

Tobacco Use Among Alaska Youth

Importance of Decreasing Youth Tobacco Use

Adolescence is a time when individuals do not often consider
long term health effects of their behaviors. Once a person starts
ming [obacco, stopping the habit is not easy because of the
addictive properties of nicotine. The vast tp-jority (83.7%) of
Alaska smokers began smoking between the ages of 10 and 20
years.1 Therefore, one of the major strategies for reducing
tobacco related deaths and illnesses is to discourage youths from
starting to use tobacco.'

Tobacco Use among Alaska High School Studentsl

Alaska high school students are more likely to be frequent
smokers and to use smokeless tobacco than are U.S. students
(Table 1). Alaska Native students have even higher rates of
(obacco use.

Table 1. Tobacco use among high school students, Alaska

and U.S. 1995
Alaska  Alaska Natives  U.S.
Percent of Students
Ever Tried Cigarettes 72.1 90.7 71.3
Current Smoken' 36.5 61.9 34.8
Frequent smoken3 211 43.7 16.1
Smokeless Tobacco' 15.6 225 114
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Smoking rates are similar for boys and girls. However, boys
are more likely to use smokeless tobacco (23.5% of boys and
6.7% of girls).

Tobacco Use Among Alaska Middle Schor | Students1

Over half of middle school students (grades 7 and 8) report
having tried smoking at least once (58.3%); 24.8% report
smoking on at least one day in the previous 30 days; 5.6%
report smoking on 20 or more of the previous 30 days, and
30.3% report having tried smokeless tobacco.

Heailh Implications

The Centers for Disease Control and Prevention estimates that
32% of youths who become regular smokers in early adulthood
will die prematurely of a smoking-related Caath.4 The estimate
is based on data from studies of large popularinm of smoken
and never-smokers.

Assuming that current smoking rates persist. 56.246 Alaska
youths currently aged 0-17 will eventually become smokers.4
Among these smoken. 17,999 (32%) will die prematurely from
I fmokmg-reUied illness.

Interventions to Prevent Tobacco Use amoog Youth

The 1994 Surgeon General's Report Prevenruij Tobacco Use
among ibung People states “Most of the American public
strongly favor policies that might prevent tobacco use among
young people. The policies include tobacco education in the
schools, restriction on tobacco advertising and promotions, a
complete ban on smoking by anyone cn school grounds,
prohibition of the sale of tobacco products to minors and
eam_ -ked us increases on tobacco products. "1

Effects of a Tobacco Tax

Economists use the concept of “price elasticity of demuxT to
deKribe the sensitivity of consumption to changes tn price. The
price elasticity of demand is defined as the percentage change in
consumption that results from a 1 percent increase in price.1 A
recent analysis based on sampling over lit),000 youths acrocs
the United Sutes found a youth smokingjirtce elasticity of -

0.675, meaning that for every 1% increase in the price of
cigarettes, youth smoking would decrease by 0.675%, an
estimate consistent with other studies.4 Therefore, a S1.00
increaje per pack of cigarettes would prevent 5704 of the
projected 17,999 smoking-related deaths (Table 2). A larger
increase would save mote lives; conversely, a smaller increase
would save fewer lives (Figure 1).

Table 2. Summary of projected health (Bias nue to tobacco
price increases in Alaska*
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Figure 1. Number of premature smoking-teliied deaths
prevented by price Increase per pack of
cigarettes7
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Summary

The decisions that children and adolescents make shout experi-
menting with tobacco often result in a life-long addiction.
Among Alaska high school students. 21,1% are already
frequent smrkers. The use of tobacco begins even before high
school. Alaska Native youth are disproportionately affected by
tobacco. Tobacco use may be even more prevalent among
youth not in school. Studies in the U.S. and Canada have
dearly chown the effectiveness of Increased price in reducing
youth consumption.1 Increasing the price by (I least S1.00 per
oack would orevem manv nremsture tobacco-related deaths

among Alaika youth currently aged 0-17 year*, as well as the
illness and suffering that would precede the deaths.
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Tobacco

ABSTRACT

The Youth Risk Behavior Survey (YRBS) is a
national school-based survey used to monitor health
risk behaviorsthat contribute to the leading causes of
mortality, morbidity and social problemsamong youth
and adults in the United States. Tobacco use is one of
the behaviorsmonitored. Both high schooland middle
school surveys were administered to a representative
group of Alaska high school raid middle school stu-
dents for the firsttime in 1995. Surveys were admin-
istered in a confidential and anonymous manner,
taking care to assure student privacy. A total of 1,634
high school students and 1,265 middle school stu-
dents completed surveys.

Thesurvey found that Alaska high school students
have smoking rates higher than the national rate and
that Alaska Native youth have even higher smoking
rates. Furthermore,smokingisnotuncommonamong
Alaska middle school students.

Among high school students, 36.5% were current
smokers (had smoked in the past 30 days) and 21.1%
had smoked on 20 or more of the previous 30 days.
Boys were more likely than girls to report haviDg
used chewing tobacco or snuffin the 30 days prior to
the survey (23.5% ofboysand 6.7% ofgirls). Smoke-
less tobacco use increased with grade level so that
29.1% of high school senior boys had used smokeless
tobacco products within the previous 30 days. Over
60% of Alaska Native students reported smoking in
the previous 30 days, 43.7% reported smoking 20 or
more of the previous 30 days and 22J>% reported
using chewing tobacco or snuff in the previous 30
days. Over half of middle school students reported
having tried smoking at least once; about one-fourth
smoked at least one day in the past 30 days and 5.6%
smoked on 20 or more of the past 30 days.

(1) Alaska Division of Public Health, Section of
Epidemiology, P.O. Box 240249, Anchorage,
Anska 99524,

(2) Alaska Department of Education. Div of Teaching
and Learning Support, Juneau. Alaska99801-1894.
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INTRODUCTION

The Youth Risk Behavior Survey (YRBS) was imple-
mented by the Alaska Division of Public Health and the
Alaska Department of Education in 1.995 in cooperation
with the National Centers for Disease Control and Pre-
vention (CDC) (1). The YRBS is a national survey
reveloped by the Division cf Adolescent and School
Health at CDC in collaboration with 71 state and local
departments of education and 19 federal agencies. The
survey isacomponent ofa larger national effort to assess
priority heaith risk behaviors that contribute to the
leading causes of mortality, morbidity and social prob-
lems among youth and adults in the United Srates. The
YRBS survey examines six categories of adolescent
behavior: behaviors that result in unintentional and
intentional injuries: tobacco use: alcohol and other drug
use; sexual behaviors; dietary behaviors, and physical
activity. We repon information from the Alaska YRBS
about smoking and other tobacco use among Alaska
youth.

METHODS

The YRBS v/as administered to a sample of Alaska
high school (grade 9-12) and middle school (grades 7-8)
students during the spring of 1995. The high school
survey consisted of 84 multiple choice questions; the
middle school of 54 multiple choice questions. Stuti mts
filled out the surveys during regular class time.

All public schools in Alaska with students in grades
9-12 for the high school survey and students in grades 7-
8 for the middle school survey were eligible to be
selected in the sample. Special education and English as
a second language classes were excluded at the class-
room level. Group home, correspondence and correc-
tional schools were also excluded from the sample. A
sufficient number of students were selected to give a
+5% margin of error for each question.

A two-stage sample design was used. In the fust
stage sampling, schools were selected from all public
schools at the high school and middle school level in
proportion to their enrollment size. For the second stage
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Section 2: Tobacco Use
BACKGROUND

Tobaccoas ,gpreventable cause ofrpremetiire mortahtymtheU nii
States.. Inem aiontyotAJaskasmokers (83.7%), began,sroojungl
agesofldand20-yearst Becanseofiffie adflictive propertles orii
smokers fininitdim ci”® effortstooeiafea]j
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YRBS RESULTS

1995 Alaska & 1993 U.S. YRBS-High School Results___
Cigarette Smoking Cigarette Use Among Alaska and U.S. High School
Students
Alaska high school
students are more
likely to be current
smokers and frequent
smokers, than are
U.S. students.
Smoking rates are
similar for boys and Percentof Students

girls.
a) Ever tried cigarette smoking.
b) Smoked on at least one of the 30 days prior to the Purvey.
c) Smoked on at least 20 of the 30 days prior to me survey.

1995 YRBS-High School



Where are Students Getting Cigarettes?

The most common way middle
school students obtain
cigarettes is by borrowing them

1995 Alaska YRBS-Middle School Results

Usual Source of Cigarettes in Past 30 Days

Stole The Someone
from someone else (37.2% of m E,Sen;iugm
smokers); very few middle
school smokers purchased Bought at a
cigarettes themselves at a store
or vending machine in the 30 Some Other Vvending

B Way Machine 2.0%
days prior to the survey.
Chewing Tobacco and Snuff
Boys are more likely to report ever 1995 Alaska YRBS-Middle School Results
having used chewing tobacco or snuff .
. Ever Used Chewing Tobacco or
(37.3%) and over 20% of girls have Snuff
also used smokeless tobacco products.
3
5 100 T
80 --
60 - 37.3
g 40 - 21
m”
a “g..
Boys Girls
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Section 2: Tobacco Use

BACKGROUND

YRBS RESULTS

Cigarette Smoking

Over halfofmiddle
school students
have tried smoking
at least once; about
one-fourth smoked
at least one day in
the past 30 days and
5.6% smoked on 20
ormore ofthe past
30 days.

1995 Alaska YRBS-Middle School Results

Cigarette Use Among Mdde School StudBrts

Psoat of Suderts

i) Evertried dgaretta smokin
é Srdaendiedaed E%‘roso caspatotreaney.
Srdaedmalesst2o atreso dasmaotesng/
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The Prevalence ofTobacco

A du

ABSTRACT

The Alaska Division of Public Health monitors the
prevalence of smoking and other tobacco use among
Alaska adults through the Alaska Behavioral Risk
Factor Surveillance System, a telephone survey per-
formed in cooperation with the U.S. Centers for
Disease Control and Prevention (CDC). A toval of
approximately 1530 interviews are completed each
year in Alaska by specially trained interviewers.

The prevalence of smoking among Alaska adults
in 1994 (28.9%) was second highestin the U.S. Alaska
Natives have higher smoking rates (42.9%). Overall,
smoking rates have declined in the lastthree decades
nationally. However, in recent years, little change
has been found in the prevalence of smoking among
adults. Alaska’s rate of smokeless tobacco use has
also been higher than the national rate of use. The
majority of Alaska smokers (83.7%; began smoking
between 10and 20 years ofage. In 1994, an estimated
121,000 Alaska adults aged 18 and older were current
smokers.

INTRODUCTION

Because tobacco is one of die leading preventable
causes of death and disease in the U.S. and in Alaska, the
Alaska Division of Public Health monitors the preva-
lence of smoking and other tobacco use in Alaska
through the Alaska Behavioral Risk Factor Surveillance
System (BRFSS). The Alaska Division of Public Health
implemented the BRFSS in 1990 with a point-in-timc
survey and has collected data continuously since Janu-
ary 1991. The survey is performed in cooperation with
the U.S. Centers for Disease Control and Prevention
(CDC) and gathers state based information about health
related behaviors of Alaska adults through an ongoing
telephone survey.

We report information from the Alaska BRFSS about
smoking and other tobacco use among Alaska adults.

(1) BRFSS Coordinator. Section of Community Health and
Emergency Medical Services. AK Division of Public
Health. PO Box 110616. Juneau, AK 998*1-0616.

AK Division of Public Health. Section of Epidemoiogv,

PO Box 240249. Anchorage, AK 99524,

@)
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METHODS

Alaska is one of the 50 states or territories participat-
ing in the nationwide BRFSS. Specially trained inter-
viewers conduct 128 interviews each month using a
standard BRFSS questionnaire. Interviews are con-
ducted over the telephone using randomly selected
telephone numbers. Respondents are selected from
among the adult members of the household (age 18 years
and older). A total of approximately 1530 interviews
are completed each year in Alaska. Data are analyzed
by the CDC and the Alaska Division of Public Health,
and are weighted to adjust the survey sample to represent
the state adult population. Alaska uses a stratified
sampling design, in which the state is divided into four
regions.

The BRFSS does not include persons living in insti-
tutions. such as dormitories, barracks or nursing homes.
In addition, households without telephones are excluded.
Telephone coverage is about 92% in Alaska although
coverage varies by region (lj.

Current smokers are defined as those who have
ever smoked 100 cigarettes and who smoke now. In this
report, we use the 1994 BRFSS data unless otherwise
stated (2).

RESULTS

1994 Results

The prevalence of smoking among Alaska adults in
1994 (28.9%) was second highest in the U.S.; Nevada
had the highest prevalence (29.1%). The national range
was 15.0%-29.1%. with a median of 22.6% (3). Men
were more likely to be smokers than were women
(31.8% of men versus 25.7%i of women). The ago group
with the highest smoking prevalence rates (37.6%) is
18-24 years.

Married persons were less likely to be smokers than
persons who were divorced, widowed or never mamed
(Table 1). Education was strongly related to smoking
status (Table 2). Only 10% of college graduates
reported smoking as compared to 44.5% of those with
less than a high school education. Employment is also
related to smoking; individuals who reported being
out of work were most likely to be smokers (Table 3).
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ABSTRACT

Tobacco is one of the leading preventable cause of
death in the United States and Alaska. Alaska has one
of the highest smoking prevalences. The Smoking-
Attributable Mortality, Morbidity and Economic Cost
software developed by the Centers for Disease Con-
trol and Prevention was used to estimate the deaths
and economic impact due to smoking in Alaska-

In Alaska during the three year period 1992-94,
1416 deaths were estimated to be attributable to
smoking, accounting for 19.8% of the 7159 deaths
during that time. Direct medical care costs in 1993
due to smoking related illnesses were estimated at
$96.5 million. Additional smokiug related costs in-
clude indirect mortality costs of $183.2 million and
indirect morbidity costs of $15.9 million. The total
economic cost attributable to smoking related illness
for 1993 is estimated to be $295.6 million. In sum-
mary, for the time period 1992-94. smoking was
estimated to result in 470 deaths per year and in
economic costs of almost $300 million per year.

INTRODUCTION

Tobacco is one of the leading preventable cause of
death in the United States (1). The U.S. Centers for
Disease Control and Prevention (CDC) estimate that
smoking kills approximately 419.000 people in the U.S.
each year (2). Deaths that are related to cigarette smok-
ing include a ponton of: cardiovascular disease: cancers
of the lung, larynx, oral cavity, esophagus, pancreas,
bladder, kidney and cervix: chronic bronchitis, emphy-
sema. and other respiratory deaths (2,3). Smoking also
tesults in deaths in the perinatal period because maternal
smoking causes a portion of low birth weight infants and
preterm deliveries, and has been associated with SIDS.

Alaska has one of the highest smoking prevalence
rates in the United States. Alaska's smoking rates
(28.1% among men and 25.0% among women) are
similar to those found in Nevada and in the tobacco-
growing states (4,5). Alaska Natives (46.5% among
men and 39.3% among women) have even higher smok-
ing rates (6).

(1) Alaska Division of Public Health. Section of
Epidemiology, PO Box 240249, Anchorage, Alaska
99524,

Alaska Medicine, Jan/Feb/Mar 1996

la s k a

ortality and E conomic

1992-94

Catherine Schumacher. MD, MSPH1I

To estimate the deaths and economic impact of
smoking in Alaska, we used the Smoking-Attribut-
able Mortality. Morbidity and Economic Cost
(SAMMEC) software developed by CDC (3).
SAMMEC uses attributable risk formulas to estimate
the deaths from neoplastic, cardiovascular, respira-
tory, and pediatric deaths associated with cigarette
smoking. SAMMEC software uses relative risks for
current and former smokers for each of the causes of
death shown in Table 1.

METHODS

Mortality

SAMMEC was used to estimate the deaths
attributable to smoking for Alaska adults (age > 35
years) and infants (age < 1 year) using the 1992-94
mortality data for Alaska. Age-specific smoking
prevalences for all races were obtained from the 1994
Behavioral Risk Factor Surveillance Survey (7). Alaska
Native prevalence rates were obtained from the 1991-93
combined data frcm the Alaska Behavioral Risk Factor
Surveillance Survey (6) (Table 2).

Economic Costs

Direct health care, costs are the costs for prevention
and treatment of smoking related diseases. CDC has
been using a new method to calculate direct medical care
costs which has not yet been included in the SAMMEC
software (8). CDC used the method to estimate that in
1990. S76 million was spent in Alaska on smoking
related illnesses, which represented 6.13% of Alaska’s
total health care costs for that year (9,10). In order to
estimate the 1993 direct health care costs for Alaska, that
percentage was applied to the total medical care costs
estimated for 1993. Nationally, about 7.1% of health
care costs are attributable to smoking (11).

The SAMMEC program was used to calculate the
indirect mortality costs, which are the foregone wages
and salaries for persons who die prematurely from
smoking related causes for 1993. The national 1990
expected lifetime earnings and housekeeping services
by age and sex were used. Indirect morbidity costs were
also estimated using SAMMEC. which are the lost
earnings and productivity for persons disabled by smok-
ing related illnesses.

Page 13
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Average Annual Age-Adjusted Cancer Incidence Rates

Aiaska Natives 1969-1993
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P revention

ABSTRACT

The solution to the problem of tobacco use is
complicated when adolescents are faced with numer-
ous risk factors. Alaska has a partnership between
federal, state, and private interest groups and indi-
viduals who are committed to addressing the prob-
lem. This partnership is being expanded through the
creation of additional local aliianr <. Each of the
partners has influenced state policies on the control of
the use oftobacco products. Because of the difficulty
in changing adolescent behavior through education
and information there is a need to decrease access to
the offending products. A proven way to decrease
access and adolescent use of tobacco products is
raising the cost of the products through higher excise
taxes.

THE PROBLEM

Simply stated, the problem is the increased eco-
nomic burden to the state and to individuals, decreased
quality of life, increased morbidity and early demise
associated with tobacco use. It is difficult to imagine
anyone who is not at least aware of the basic problem.

Unfortunately, we have a major hiatus between
knowledge and practice. Irecently had die good fortune
to hear Judge Dennis A. Challeen (1) lecture on how
people of good sense end up in court. The good judge
starts with the explanation that you and most readers of
this article are NORPs. A NORP is a normal ordinary
responsible person. We take information and process it
in a way that leads to the correct choice. Unfortunately,
most NORPs undergo NORP WARPS. These are best
described as out of character behavior followed by self-
correction and return to responsibility. Itis during these
WARPS that NORPS commit acts that can get them in
trouble with the law or other standards set by society.
Think of the loyal and faithful husband who was caught
in a compromising position the one time he wandered
beyond the bounds of holy matrimony. He can be paying
for that action for the rest of his life.

This gets us to the underlying cause of THE PROB-
LEM. Teensare JUNIOR NORPs experiencingaMEGA
NORP WARP. This is the time in which they are most

(1) Director, Division ofPublic Health. State of Alaska.

Dept, of Health& Social Services, Juneau, AK
99801.
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vulnerable to high risk experimentation. Nearly 84% of
Alaskan adults who smoke started smoking between the
ages of 10and 20. In Alaska. 27% of 12th grade girls and
18% of 12th grade boys reported daily use of cigarettes
in a 1989 survey (2).

A SOLUTION

Just imagine if we had no automobiles and roads.
The consequence would be that we would have no auto
accidents and no traffic violations. The same can be said
for tobacco and problems related to its use. However,
automobiles, roads, and tobacco will be with us until we
come up with a better means of daily transportation and
asubstance thatis equally addictive and as well financed
as tobacco.

Tobacco industry advertising has been extremely
successful in affecting teenage use of tobacco. (3) Edu-
cation efforts have not been equally efficient in revers-
ing the trend. Limiting access to tobacco, alcohol,
unhealthy practices and high risk behaviors are effective
ways to assist our JUNIOR NORPs through the MEGA
NORP WARP.

An analysis of countries around the world shows the
powerful relationship between price and consumption.
(4) The Canadian experience has demonstrated a direct
negative correlation between increased tobacco tax and
teenage use of cigarettes (Figure 1).

FEDERAL POLICY

The Food and Drug Administration (FDA) Comrnis-
sioncrDavid Kesslerhas called smoking addiction among
young people * a pediatric disease" and an “epidemic."
There has been no progress in reducing teenage smoking
rates in the last decade despite continuing progress
against adult smoking. The most recent data indicate
that smoking among young people actually increased
since 1991, with the largest increase among the youngest
smokers. There was a 30% increase in smoking among
8th graders between 1991 and 1994. Between 1970 and
1986. the use of snuffincreased 15 times and the use of
chewing tobacco increased four times among male ado-
lescents ages 17-19.(5)

On August 10, 1995, President Clinton announced
proposed rules that will allow the FDA to affect the sale
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J
Tobacco Tax R ates in Other States

STATE CIGARETTE EXCISE TAX RATES
in cents per pack of 20, as of January 1,1997

Washington 82.5 Pennsylvania 31.0
Massachusetts 76.0 Alaska 29.0
Michigan 75.0 Idaho 28.0
Oregon 68.0 Utah 26.5
District of Columbia.  65.0 New Hampshire 25.0
Hawaii 60.0 Delaware 24.0
Arizona 58.0 Kansas 24.0
New York 56.0 Ohio 24.0
Rhode Island 56.0 Oklahoma 23.0
Connecticut 50.0 New Mexico 21.0
Minnesota 48.0 Colorado 20.0
Illinois 44.0 Louisiana 20.0
North Dakota 44.0 Mississippi 18.0
Vermont 44.0 Montana 18.0
Wisconsin 44.0 Missouri 17.0
Texas 41.0 West Virginia 17.0
New Jersey 40.0 Alabama 16.5
California 37.0 Indiana 155
Maine 37.0 Tennessee 13.0
lowa 36.0 Georgia 12.0
Maryland 36.0 Wy-' ming 12.0
Nevada 35.0 South Carolina 7.0
Nebraska 34.0 North Carolina 5.0
Florida 33.9 Kentucky 3.0
South Dakota 33.0 Virginia 2.5
Arkansas 31.5

'Alaskas’ tax last raised in 1539.

From the tobacco prevention information booklet. Saving Lives and Raising Revenue: The Case for Major Tobacco Tax
Increase* in Alaska, produced by the Alaska Department of Health and Social Services in cooperation with the Alaska Native
Health Board, the American Cancer Society, the American Heart Association and the American Lung Association of Alaska.



Tobacco Taxes and Kids

"There is widespread agreem ent...

that few m easures exhibit

the speed and magnitude cfim pactachieved by increasing

taxation on tobacco products,

[increasing tobacco excise taxes

m ust be considered an essentia! and primary component

ofany com prehensive tobacco controlprogram .

—The Impact of Cigarette Excise Taxes on Smoking Among Children and Adults
National Cancer Institute (August 1993)

VERY DAY IN THE UNITED STATES, ABOUT 3,000 CHILDREN JOIN THE RANKS OF CIGARETTE SMOKERS. The
average age is 14.5 years old. Ofthese 3,000 new smokers, we can expectthat 30 will be murdered, 60 will die
in traffic accidents, and 1,000 will be killed from smoking.1

Adults dont start smoking— kids do. Some 89% ofadults who smoke began using cigarettes by or at
age 18.2Ifchildren can be dissuaded from smoking they almost always lose interest by the time they reach

19, greatly reducing their chance of premature death.

Youth smoking and smokeless tobacco use rates in Alaska are higher than the national average. In
1995, 36.5% of high school students were identified as current smokers; 23.5% of the high school boys

were identified as current users of chewing tobacco.3

As tobacco taxes are increased, youth consumption will drop. Research shows that a price increase of
10% in cigarettes can be expected to produce a decrease in consumption by youth of 10% or more. A
substantial part of the decline is a result of children who will not initiate smoking at higher prices.4

Children are more influenced bytobacco prices thgn adults.5Children who smoke may notyet be addicted,
and generally have less disposable income. A significant price increase in tobacco products will discourage
kids from starting to smoke, while encouraging current smokers to quit or cut back.

Experience in Canada ¢ ;monstrates that in-
creased tobacco taxes will substantially reduce
smoking among kids. During the 1980s, Canada
raised tobacco taxes from rates comparable to
current U.S. rates to about $3 (U.S.) per pack.
Between 1981-1991, teen smoking declined by more
than 60% in Canada while it remained relatively
constant in the U.S. (See Figure 1.)6

In 1994, the Alaska Department of Health and
Social Services recommended a $2 per pack
increase in state cigarette taxes as part of its
Cancer Control Plan. The research team concluded:
“Preventing tobacco use by children is the key
challenge in tobacco use reduction, and a substantial
excise tax increase is our strongest weapon. No
other measure can have as great an impact on the

public s health anu that of our children.—7

Figure 1: Real cigarette prices and cigarette smoking among Canadians
age 15to 19
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Tobacco Taxes and the Econonrir

"State tobacco tax revenues are up. M onies collected from the
tobacco tax are on target... . This is good news. Cigarette consum ption
in M ichigan is down, as was expected and predicted by health
and treasury o fficials. ... Reduced consum ption is also good news....
[M illions ofdollars in health care costs for sm oking related disease
will be saved as a result ofreduced consum ption.”

— Douglas B. Roberts, Michigan State Treasurer (July 1995)
Statement regarding Michigan tobacco tax increase to 75 cents per pack

MOKING CAUSES MORE THAN $50 BILLION INDIRECT HEALTH CARE COSTS EACHYEAR, according to the U.S.

Centers for Disease Control and Prevention. Economic productivity losses add another $50 billion, bringing the
total cost of smoking to $100 billion per year.1

In Alaska, smoking is responsible for one out of every five deaths, and costs the economy almost
$300 million a year in direct health care costs and lost productivity, according to the Alaska Dept, of
Health and Social Services. This means that for every dollar thats collected in tobacco taxes, the Alaskan
economy loses over $18 from the impacts of smoking/

Smokers use 50% more sick leave and use the health care system 50% more than non-smokers.3

Current and former smokers generate an estimated $501 billion in excess health care costs over the
course of their lives,4even though smokers die an average of ei;Jnt years younger than non-smokers.5

Non-smokers pay for 75% of all government expenditures on smoking-related health care through
taxes. Ofthe $50 billion in U.S. health care expenditures caused directly by smoking in 1993, $22 billion
was paid for by government funds.6

. . . L. Fl(nre 2. Cigarette Sale*
The Alaska Long Range Financial Pluming Commission has v«m Tdoeom TaiUretnu,

estimated that a tobacco tax increase of $1 per pack on Canada 1981 » 1992
cigarettes and a comparable increase in taxes on other
tobacco products would raise approximately $43 million
annually, The Commission concluded: “This tax increase will
dramatically lower teenage smoking and reduce tobacco use by
adults, both ofwhich will reduce the State's future expenditures
on health care costs."7

—_ 5 1

Tobacco tax increases result in increased revenur and
reduced consumption. (See Figure 2.) This is because for most
ofthe population a 10% price increase will resultin about a 4%
sales decline (with higher declines amongyouth). The net effect
ofatobacco tax increase is that more money gets spent on fewer
cigarettes, resulting in major health and revenue gains.8

(a3

Increased tobacco taxes offer a win-win-win opportunity,
simultaneously preventingtobacco addiction and death, reducing
health care costs, and raising revenue.

Dowmikc Ssks oi CidxrrttMand Fine-cut Zqufvaknti (1 g)

Totai Tax Rewrtue*
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From the tobacco prevention information booklet, Saving Lives and Raising Revenue: The Case for Majo.' Tobacco Tax
‘n Alaska, produced by (he Alaska Department of Health and Social Services in cooperation with the Alaska Native
Health Board, the American Cancer Society, the American Heart Association and the American Lung Association of Alaska.
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February 12, 1997

Representative Con Biutde
State Capitol
Juneau, AK 99801-1182

Subject: Support for HB 1 - Tobacco Tax

Dear Representative Bunde,

The Alaska Chapter o f the National Federation of Independent Business has 4,400
members, making it the largest sraaU-business advocacy group in the state. The typical
NFIB/Alaska member employs five workers and rings up gross sales of shout SI1 81,000
per year. Intotal, the organizations members employ more than 43,000 workers.

Each year the NFIB polls its diverse membership on a variety of issues. The federation
uses the poll results to form its legislative agenda, The 1997 survey included a question
regarding an increase in tobacco taxes. The members responded 2 to 1in favor of
increasing the tax. Following are the exact results:

Would you support an increase in the tobacco tax?
62.7% YES 35.8% NO 1.5% Undecided
Attached to this letter is a copy of the full survey results. You will notice that the

organization is strongly opposed to imposition of income taxes. Historically, the
organization has been opposed to increased taxes of all kinds. The case for an increased

tobacco tax is clearly an exception

Please include NFEB/Alaska on your list of supporters of House Bill 1

Sincerely,

Thyes Shaub
NFIB/Alaska Lobbyist

217 Second Street, Suite 206 - Juneau, AK 99801. 907-461-5118 . Fix 907-46J-512S
Tbt Guardian of Small Butmtn Jot Fifty Yaars



