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BILL A N A L Y SIS

Section 1 discusses legislative intent.

Section 2 increases the School Fund portion o f  the cigarette tax rate by $ .71 per pack o f  
20; from 2.5 mills per cigarette ($.05 per pack) to 38 mills per cigarette ($.76 per pack). 
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 o f  cigarettes 
would increase from $.29 to  $1.00. Additionally changes the percent that the licensee can 
deduct to  cover expenses from 1 to four-tenths o f  one percent o f  the tax due.

Sect ion 3 This section only takes effect if  section 2 o f  this act is ruled unconstitutional 
(see section 8). I f  so, the statute would be amended back to how it was prior to the bill 
passage.

Section 4 This section only takes effect if  section 2 is ruled unconstitutional (see section 
8). I f  so, this section increases the General Fund portion o f  the cigarette tax rate by $.71 
per pack o f  20; from 12 mills per cigarette ($.24 per pack) to  47.5 mills per cigarette ($
.95 per pack). 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 I;und, the total tax rate on a pack 
o f  cigarettes would increase from $.29 to $1.00.

Section 5 increases the tobacco products tax rate from 25% to 75% o f  the wholesale 
price o f  the  tobacco products.

Section 6 provides for the disposition o f  tax collected under section 5 o f  this act to the 
general fund. These tax proceeds may then be used by the legislature to make 
appropriations to  health programs as well as programs targeted at reducing tobacco use o f  
children. Additionally changes the percent that the licensee can deduct to  cover expenses 
from 1 to four-tenths o f  one percent o f  the tax due.

Section 7 discusses the legislative intent not to  create a dedicated fund.

Section 8 provides for sections 3 and 4 o f  this act only taking effect if dedication o f  the 
proceeds o f  the cigarette tax to the School Fund is found to be unconstitutional.

Alaska Department of Revenue
In c o m e  a n d  E x c is e  A u d i t  D iv is io n
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Section 9 establishes that if  section 2 is ruled unconstitutional and sections 3 and 4 o f  
tiiis act take effect then revenue derived under section 2 (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 o f  this act.

Section 10 establishes an effective date o f  O ctober 1, 1997 for sections 1, 2, 5-7 and 9 o f  
this act.

Section 11 establishes an effective date o f  wlu'ch ever o f  the following com es later for 
sections 3 and 4 o f  this act: (1) when a court enters a final judgem ent that the amendment 
under section 2 o f  this act is unconstitutional o r (2) when the time for appeal has expired 
or upon entry o f  a final order on the appeal that section 2 is unconstitutional.

O P E R A T I N G  E X P E N D I T U R E S
D epartm ent o f  Revenue is requesting operating funds to  cover Vi the costs o f  a Revenue 
A uditor III position. With such a large increase in taxes due the state (increase from $17 
to $50 million annually), the departm ent anticipates increased taxpayer noncompliance.

With significantly higher levels o f  tax, it is possible that taxpayers will look for loopholes 
or o ther methods o f  tax avoidance. This V2 position will be responsible for ensuring that 
all taxpayers are iaent'fied and that taxpayers are filing and paying the proper am ount o f  
tax. The projected annual salary costs for ihe V2 portion o f  this position comes to  $30.0.

The apartm ent is also requesting one time FY 98 funding o f  $5.0 for contractual funds 
to cover costs o f  public notice o f  rate increases, forms revisions and postage, and $4,0 for 
equipment ($3.5 for com puter costs and $.5 for office equipment). The recurring costs 
will be $2.5 to  cover travel, contractual and supplies.

R E V E N U E  C O L L E C T E D

Alaska Department of Revenue
In c o m e  a n d  E x c is e  A u d i t  D iv is io n

The attached spreadsiieet details revenue projections from rate increases in this bill.
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C igarettes
Elasticity Factor 

Consumption (packs of cigarettes) 
Rate
Cigarette Tax

Less .4 % Commission

Net Cigarette Tax

FY 97 Projected Net Cigarette Tax

Net Cigarette Tax Increase 
Into the School Fund

T obacco  P roducts
Elasticity Factor 

Consumption (Whole. Pr. 1996 $) 
Rate
Tobacco Products Tax

Less .4 % Commission

Net Tobacco Products Tax

FY 97 Projected Net Tob. Prod. Tax

Not Tobacco Prod. Tax Increase 

C igarette a n d  Tob. P ro d u cts  

Clgaretto and Tobacco Tax 

Not Cig. and Tob. Tax Increase

Alaska Department o f Revenue 
In co m e a n d  E xc ise  A u d it D ivision

Projected Rovonue Increases from Change in Tobacco Tax Ratos

FY 98* FY99 FY00 FY 01 FY 02 FY 03 FY 04

■13.2%
30,487,136 * 

31.00

0.0%
45,730,706

$1.00

O.Oii
45,730,706

$1.00

0.0%
45,730,706

$1.00

0.0K
45,730,706

$1.00

0.0%
45,730,706 

$ 1.00

0.0K
45,730,706 

$ 1.00
$30,487,136 $45,730,706 545,730,706 545.730,706 545,730,706 545,730,706 545.730,706

(121,949) (182,923) (182,923) (182,923) (182,923) (182,923) (182,923)

$30,365,188 $45,547,783 $45,547,783 545,547,783 545,547,783 545,547,783 $45,547,783

(10,083,937) * (15,125,905) (15,125,905) (15,125,905) (15,125,905) (15,125,905) (15,125,905)

$20,281,251 $30,421,878 $30,421,878 $30,421,878 $30,421,878 $30,421,878 $30,421,878

$3,825,216 * 
75%

0.0%
$5,737,824

75%

0.0%
55,737,824

75%

0.0H
$5,737,824

75%

0.0%
$5,737,824

75%

0.0%
$5,737,824

75%

0.0%
55,737.824

75%

$2,868,912 54,303,368 54,303,368 54,303,368 $4,303,368 S4.303.368 54,303,368

(11.476) (17,213) (17.213) (17.213) (17.213) (17,213) (17,213)

$2,857,436 $4,286,154 $4,286,154 54,206,154 54,286,154 54,286,154 54,286,154

(1,090,715) (1,636,073) (1,636,073) (1,636,073) (1,636,073) (1,636,073) (1,636,073)

$1,766,721 $2,650,081 $2,650,081 $2,650,081 $2,650,081 $2,650,081 $2,650,081

$33,222,624 * $49,833,937 $49,833,937 $49,833,937 $49,833,937 $49,833,937 $49,833,937

$22,047,972 * $33,071,959 $33,071,959 $33,071,959 $33,071,959 $33,071,959 $33,071,959

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

tobsb13 draft prepared by brett fried 4/7/97 10:19 AM
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CS FOR SENATE BILL NO. 13(RLS)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TW ENTIETH LEGISLATURE - FIRST SESSION

B Y  T H E  S E N A T E  R U L E S  C O M M I T T E E

Offered:

Referred:

Sponsor/s): S E N A T O R S  S H A R P ,  Ellis

A BILL

FOR AN ACT ENTITLED 

1 II "An Act relating to taxes on cigarettes and tobacco products and to the use of

2 the proceeds of those taxes, and increasing b̂y at least 35.5 millsjth e  amount of

3 excise tax levied on each cigarette imported or acquired in the state; and

4 providing for an effective date."

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

6 II * Section 1. LEGISLATIVE INTENT. It is the intent o f the legislature that, o f the tax

7 || revenue derived

8 II (1) from the amendment to the cigarette tax made by sec. 2 o f this Act, the

9 || am ount obtained be deposited into the school fund (AS 43.50.140) and used as required by

10 that section for state support o f elementary and secondary education;

11 II (2) from the amendment contingently made to the cigarette tax by sec. 4 of this

12 || Act, subject to appropriation, the amount obtained be expended for state support o f elementary

13 and secondary education; and

14 || (3) from the amendment made to the tobacco tax by sec. 5 of this Act, subject

-1-
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1  to appropriation, the am ount obtained be used to establish and maintain an aggressive anti-

2 tobacco campaign targeting children, to be administered by the Departm ent o f Health and

3 Social Services, and be used to establish and maintain a program o f pass-through grants to

4 m unicipalities to detect and prosecute tnose who sell or otherwise supply tobacco to children,

5 to be adm inistered by the Departm ent o f Public Safety.

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

7 (a) There is levied an excise tax o f 38 (TWO AND ONE-HALF] mills on each

8 cigarette im ported or acquired in the state. Each licensee shall, at the time o f filing

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

10 month covered by the return, deducting four-ten ths o f one percent o f the total tax due,

11  which the licensee shall retain to cover the expense o f  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.

14 *  S e c .  3. AS 43.50.090(a) is amended to read:

15 (a) There is levied an excise tax o f tw o  a n d  o n e - h a l f  [38] mills on each

16 cigarette imported or acquired in the state. Each licensee shall, at the time o f filing

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

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

19 which the licensee shall retain to cover the expense o f  accounting and filing returns.

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

21  acquired by another person.

22 * S e c .  4. AS 4 3 .50 .190(a) is amended to read:

23 (a) There is levied an excise tax o f 47.5 [12] mills on each cigarette imported

24 or acquired in this state.

25 * Sec. 5. AS 43.50.300 is amended to read:

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

27 in the state at the rate o f 75 [25] percent o f the wholesale price o f the tobacco

28 products. The tax is levied when a person

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

30 from  outside the state for sale;

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

W O R K  D R A F T  W O R K  D R A F T  0-LS0159VT
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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 . 6 . 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 fo u r- te n th s  o f  one percent o f the 

tax due, which the licensee shall retain to cover the expense o f accounting and filing 

! the return.

* Sec. 7. AS 43.50.350 is amended to read:

Sec. 43.50.350. D isposition  o f  p ro ce e d s , fa ) The tax collected by the 

departm ent u n d e r  A S 43.50.300 - 43 .50 .390  shall be deposited in the general fund.

fb )  The annual estimated balance in the account maintained by the 

com m issioner of administration under AS 37.05.142 may be used by the legislature to 

m ake appropriations

( 1) for health care, health research, health promotion, and health 

education program si

(2) to  e s tab lish  a n d  m a in ta in  h i aggressive  a n ti- to b a c co  c a m p a ig n  

ta rg e tin g  c h ild re n : a n d

(3) to  estab lish  an d  m a in ta in  a p ro g ra m  o f g ra n ts  to  m un ic ipa lities  

to  d e te c t  a n d  p ro se c u te  th o se  w ho sell o r  o th erw ise  su p p ly  to b ac c o  to  c h ild re n .

* Sec. 8. AS 43.50.350 is amended by adding a new subsection to read:

(c) The appropriations authorized by (b) of this section are not intended to 

create a dedication in violation of art. IX, sec. 7, Constitution o f  the State o f Alaska.

* Sec. 9 . CONDITIONAL EFFECT OF CERTAIN SECTIONS. Sections 3 and 4 o f this 

Act take effect only if

( 1) a court enters a final judgm ent that the am endment made to 

AS 43.50.090(a) by sec. 2 o f this Act changing the rate of taxation on cigarettes violates the 

jrohibition set out in art IX, sec. 7, Constitution o f the State of Alaska, against dedication of 

the proceeds o f a state tax or license; and

(2) either the time for appeal o f that judgm ent expires or, if an appeal is taken, 

the court enters a final order on appeal that AS 43.50.090(a), as am ended by sec. 2 o f this

-3- CSSB 13(RLS)
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13

14

15

16

17

Act, violates art. IX, sec. 7, Constitution of the State o f Alaska.

* Sec. 10. RETROACTIVITY. If secs. 3 and 4  of this Act take effect under sec. 9 o f this 

Act, then the amendments to AS 43.50.090(a) and 43.50.190(a) made by secs. 3 and 4  o f this 

A ct are retroactive to the effective date of this section and 35.5 mills per cigarette o f the tax 

levied under AS 43.50.090(a), as amended by sec. 2 of this Act, for cigarettes sold on or after 

the effective date o f this section shall be credited to the tax levied under AS 43.50.190(a), as 

am ended by sec. 4 o f this Act.

* Sec. 11. Sections 1, 2, 5 - 8, and 10 o f this A ct take effect O ctober 1, 1997.

* Sec. 12. If  secs. 3 and 4 of this Act take effect under sec. 9 o f this Act, they take effect 

on the la ter o f ( 1) the date a court enters a final judgm ent that the am endm ent made to 

AS 43.50.090(a) by sec. 2 o f this Act changing the rate of taxation on cigarettes violates the 

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

the proceeds o f a state tax or license, and (2) the expiration o f any time for appeal o f  that 

judgm ent, or upon entry o f a final order on the appeal that AS 43.50.090(a), as am ended by 

sec. 2 o f this Act, violates art. IX, sec. 7, Constitution o f the State o f Alaska. The attorney 

general shall promptly notify the lieutenant governor and the revisor of statutes of a judgm ent 

described in this section.

WORK DRAFT WORK DRAFT 0-LS0159\T
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T o  C o e  f a

L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

D IV IS IO N  O F  LE G A L  AND R E S E A R C H  S E R V IC E S  
LEG ISLA T IVE  A FFA IR S  A G E N C Y  

STATE  O F  A LA SK A
130 Seward Street, Suite 409 
Juneau. Alaska 99801-2105

M E M O R A N D U M April 3, 1997

S U B JE C T : Taxes on tobacco products (Work Order No. 0-LS-0159\P)

T O : Senator Bert Sharp, Co-Chair 
Senate Finance Committee

F R O M :

ATTN: Larr;

Jack Chenow 
Legislative C

The difference between the existing 29 cents per pack levy on cigarettes and the total $1.00 
levy requested is 71 cents. Seventy-one cents divided by 20 cigarettes per pack is a 35.5 mill 
per cigarette difference. Consequently, 35.5 mills is added to the existing 2 1/2 m ill levy 
(page 2, line 5) in bill section 2, to the contingent or alternative levy (page 2, line 2 ! )  made 
in bill section 4, and to the retroactive language (page 3, line 13) o f  bill section 7.

S ince this proposed increase in the tax on cigarettes is in the m agnitude o f  a three-fold 
change, I made a roughly comparable adjustment to the rate o f  the excise tax on other 
tobacco products (page 2, line 25).

Please take a  look at existing AS 43.50.350, addressing disposition o f  proceeds o f  the excise 
tax on tobacco products other than cigarettes. What is now provided for in that statute docs 
not m esh w ith the expression o f  legislative intent, stated in paragraph (3) in bill section 1, 
concerning use o f  the proceeds o f  the excise tax on tobacco products other than cigarettes, 
particularly as that paragraph mentions use o f  proceeds to support criminal prosecutions. Do 
you w ant language to conform paragraph (3) o f  bill section 1 to AS 43.50.350, or should 
AS 43.50.350 be revised and expanded to cover use o f  proceeds for crim inal prosecutions 
involving sales to persons under 19 years o f  age? The legitimacy o f  the increase in the rate 
o f  the excise tax on tobacco products other than cigarettes is not subject to the potential 
constitutional dedicated fund question that attaches to the lax on cigarettes, so you m ay want 
to address this while you have the opportunity.

* * *

JB C :jdr 
97-241 .jcJr
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H O U S E  H E A L T H .  E D U C A T I O N  

4  S O C I A L  S E R V I C E S  C O M M I T T E E

VICE-CHAIR
H O U S E  J U D I C I A R Y  C O M M I T T E E  

MEMBER
L E G I S L A T I V E  B U D G E T  4  A U D I T  C O M M I T T E E  

H O U S E  S P E C I A L  C O M M I T T E E  O N  O I L  4  G A S  

S E L E C T  C O M M I T T E E  O N  L E G I S L A T I V E  E T H I C S

P R E S S  R E L E A S E

T O B A C C O  TA X  BILL A W A IT S  V O T E  IN  H O U S E

JU N E A U  -- (A p r il  9, 1997) -- A  b ill th a t  c o u ld  c u t  y o u th  s m o k in g  r a te s  a n d  

r e c o v e r  m il lio n s  in  s m o k in g - r e la te d  h e a l th  c o s ts  fo r  th e  s ta te  is  a w a i t i n g  a  v o te  

in  th e  H o u s e  o f  R e p re s e n ta t iv e s ,  a s  a n e w  p o ll  s h o w s  A la s k a n s  s u p p o r t  th e  ta x  b y  

a  tw o - to - o n e  m a rg in .

" A la s k a n s  h a v e  m a d e  it d e a r  th e y  w a n t  to  se e  to b a c c o  ta x e s  r a i s e d / '  s a id  

R e p r e s e n ta t iv e  C o n  B u n d e , s p o n s o r  o f  th e  to b a c c o  ta x  b ill. " I  a m  v e r y  c o n c e rn e d  

th a t  w e  a re  ig n o r in g  th e  d e s ir e s  o f  th e  p e o p le  th a t  e le c te d  u s ."

B u n d e 's  H o u s e  Bill 1 w o u ld  a d d  $1 to  th e  e x is t in g  2 9 -c e n ts -p e r -p a c k  s ta te  

c ig a r e t te  tax  th a t  h e lp s  f u n d  s ta te  s c h o o l  c o n s tru c t io n  a n d  m a in te n a n c e .  I t w o u ld  

a ls o  d o u b le  th e  tax  o n  c ig a r s , s n u f f  a n d  o th e r  to b ac c o  p r o d u c ts .

S ix ty -e ig h t p e rc e n t  o f  A la s k a n s  s u p p o r t  th e  $1 p e r  p a c k  to b a c c o  ta x  in c re a s e  

a s  w r i t t e n  in  H o u s e  Bill 1, c o m p a r e d  to  29 p e rc e n t  w h o  o p p o s e  it, a c c o r d in g  to  a 

r e c e n t  s ta te w id e  s u r v e y  b y  D it tm a n  R e s e a rc h  C o rp o ra t io n .

" T h e  r e s u l ts  f ro m  th is  s u r v e y  b e a r  o u t  w h a t  I h a v e  b e e n  h e a r in g  f ro m  m y  

c o n s t i tu e n ts  a n d  o th e r  A la s k a n s  fo r  m o n th s  -- th a t  th e y  w a n t  t h e i r  e le c te d  

r e p r e s e n ta t iv e s  to  p a s s  th is  ta x ,"  B u n d e  s a id .

B u n d e  s a id  h e  h a s  re c e iv e d  m o re  th a n  1,200 p u b l ic  o p in io n  m e s s a g e s  s in c e  

J a n u a r y  fro m  v o te r s  c a ll in g  fo r  th e  b i l l 's  p a s s a g e , c o m p a re d  to  a b o u t  300  in  

o p p o s i t io n .

A f te r  p u b l ic  h e a r in g s  e a r ly  in  th e  s e s s io n , H o u s e  Bill 1 w a s  p a s s e d  b y  th e  

H o u s e  S ta te  A ffa irs  C o m m it te e ,  th e  H e a l th ,  E d u c a t io n  a n d  S o c ia l S e rv ic e s  

C o m m it te e ,  a n d  th e  H o u s e  F in a n c e  C o m m it te e .  I t  is  n o w  in  th e  H o u s e  R u le s  

C o m m it te e  a w a i t in g  s c h e d u l in g  o n  th e  H o u s e  flo o r .

S T A T E  C A P I T O I  R O C , 

J U N E A U  A K  <)\W '
• _  ( U 0 7 )  • t ( i f i  . « M 3  ( 1 ) 0 0 )  W‘i

• ,  DURING Iff
* '  7 1 6  W  F O U R T H -

A N C H O R A G E .  A K  9 ! ) f i L  •

R e p r e s e n t a t i v e  C o n  B u n d e  iw n w
r

D i s t r i c t  1 8  R e p t e s e n l a l i v u  C u n  B u n d e  8  l e g i s  s l a t e

aiaslta State legislature mmasl

(M O R E )



R e p re s e n ta tiv e  C o n  B u n d e  
Apr i l  9, 1997 
F irs t a d d

S p e a k e r o f  th e  H o u se  Gai l  P h illip s  h a s  sc h e d u le d  a H o u se  a n d  S en a te  

le a d e rs h ip  m e e tin g  fo r F r id a y  m o rn in g , A p ril 11, an d  h a s  c o m m itte d  to  b r in g in g  

th e  to bacco  tax  u p  b e fo re  th e  H o u se  M ajo rity  C aucus, th e  f irs t s te p  in  s c h e d u lin g  

it fo r a v o te  o n  th e  H o u se  floor.

B u n d e  sa id  h e  h a s  th e  s u p p o r t  o f  e n o u g h  re p re se n ta tiv e s  to  g e t h is  b ill 

p a s se d  in  th e  H o u se . L ast y ea r, a s im ila r  tobacco  tax bill w as  p a s s e d  b y  th e  S en a te  

17-3, b u t  w a s  n e v e r  b ro u g h t to  a v o te  in  th e  H ouse .

" M y  m o th e r  a n d  sev e ra l fr ie n d s  d ie d  from  to b acco -re la ted  illn esses , b u t  

th a t b y  itse lf  is n o t  w h y  I in tro d u c e d  th is  b ill,"  B unde sa id . "I d id  it  b e c a u se  m y  

c o n s ti tu e n ts  e d u c a te d  m e  as to  w h y  w e  n e e d  su ch  a law , a n d  th e y  a n d  m a n y  

o th e rs  h a v e  s tro n g ly  s u p p o r te d  it."

B u n d e  sa id  to b acco  tax  in c reases  a re  a h ig h ly  effective m e a n s  o f re d u c in g  

u n d e ra g e  s m o k in g  ra te s , a n d  a re  a w a y  th a t A la sk a 's  sm o k e rs  can  h e lp  p a y  th e  

n e a r ly  $200 m illio n  th e  s ta te  in c u rs  in  to b acco -re la ted  costs  eac h  year.

"I h a v e  se e n  m u c h  sc ien tific  e v id e n c e  sh o w in g  th a t h ig h e r  p r ic e s  

d is c o u ra g e  y o u n g  p e o p le  fro m  p ic k in g  u p  a life long  h a b it th a t can  d a m a g e  th e ir  

h e a l th ,"  h e  sa id .

B u n d e  is a th ird - te rm  R ep u b lican  re p re se n tin g  D is tric t 18, H ills id e  a n d  

S o u th  A n c h o ra g e . H e  is c h a irm a n  o f th e  H o u se  H ea lth , E d u c a tio n  a n d  Social 

S e rv ices  C o m m itte e  a n d  V ice C h a ir  o f th e  Ju d ic ia ry  C o m m itte e , a n d  is a  m e m b e r  

o f th e  S elect C o m m itte e  o n  L eg is la tiv e  E th ics , the  S pecial C o m m itte e  o n  O il a n d  

G as, a n d  th e  L eg is la tiv e  B u d g e t a n d  A u d i t  C om m ittee .

# # #

FO R  IM M E D IA T E  RELEA SE

F O R  M O R E  IN F O R M A T IO N : R e p re s e n ta tiv e  C o n  B u n d e
(907) 465-4843
(907) 465-3871 fax
D av e  D ittm an , D ittm a n  R esea rc h  C o rp .
(907) 243-3345



A N C H O R A G E  DAILY N EW S O P IN IO N  SEC T IO N  A PR IL  9, 1997:
$1 M O R E  A  PA C K : T O U G H E R  LA W S A L O N E  W O N 'T  D O  T H E  JO B

By D a ily  N ew s ed ito ria l s ta ff  
A la sk a  H o u se  le ad e rs  a p p a re n tly  a re  s ta r t in g  to feel th e  h e a t 

fo r o n c e  ag a in  try in g  to sq u e lch  th e  $1 a p a c k  tobacco  tax 
in c re ase . T hey  seem  to rea lize  they  c a n 't  s im p ly  kill th e  tobacco  
tax  in  th e  secrecy  o f th e ir  cau c u s  -- w h ic h  h e lp s  e x p la in  HB 159, 
a b ill t ha t  f u r t he r  c racks  d o w n  o n  illega l sa les  to m in o rs .

T h e  c h a n g e s  c o n te m p la te d  in  HB 159, s p o n so re d  b y  R e p u b lican  
R eps. P e te  K o tt, E ld o n  M u ld e r, Vic K o h rin g , Je rry  S a n d e rs , a n d  Joe 
R y an  c o u ld  h e lp . But th e y  w ill b e  u se le ss  w ith o u t m o n e y  fo r 
e n fo rc e m e n t. A rid th e  H o u se  m a jo rity , e a g e r  as it is to  s la sh  s ta te  
s p e n d in g , sh o w s  n o  s ig n s  it is p re p a re d  to  p u t  a n y  m o n e y  in to  
to u g h e r  to bacco  co n tro l.

A s  A n n  M arie  H o len  o f th e  A lask a  N a tiv e  H e a lth  B oard  n o te s , 
A la sk a  h as  to u g h e n e d  its tobacco  c o n tro l law s, b u t  "w e d o n ' t  k n o w  
of a s in g le  in s ta n c e  w h e re  a m e rc h a n t h a s  b een  c ited"  fo r 
il le g a lly  se llin g  to m in o rs .

T h a t 's  w h y  a n y  se rio u s  c a m p a ig n  to  c o m b a t y o u th  s m o k in g  m u s t 
in c lu d e  th e  $1 a  p a c k  tax  increase . A s th e  in d u s try  w ell k n o w s, 
m e a su re s  like HB 159 look  g o o d  o n  p a p e r ,  b u t  tobacco  taxes 
a c tu a lly  w o rk .

C o n s id e r  th is  p a ssa g e  fro m  an  in te rn a l P h ilip  M o rris  m em o , 
d isc u ss in g  a 1981 p ro p o sa l to  in c rease  th e  fed e ra l tobacco  tax.
(A t th a t  tim e, th e  fed e ra l tax  h ad  n o t b e e n  in c re ased  in  n e a r ly  30 
years):

"It is c lea r th a t p rice  h as  a p ro n o u n c e d  effect o n  th e  sm o k in g  
p re v a le n c e  o f te en ag ers ,"  w ro te  M y ro n  Jo h n s to n , P h ilip  M o rris  
e c o n o m is t, a c c o rd in g  to  a d o c u m e n t e x c e rp te d  in  th e  A p ril 6 N ew  
Y ork  T im es.

R a re  is the  p e rso n  w h o  beco m es h o o k e d  o n  tobacco  as  a n  a d u lt.
So if n e w  c u s to m e rs  d o n 't  s ta r t  to  sm o k e  a s  te en ag e rs , th e  
in d u s try 's  c u s to m e r  b ase  w ill lite ra lly  s h r iv e l a n d  d ie .

T h e  A lask a  S enate  u n d e rs ta n d s  th e  log ic  here . L ast y ea r, 
s e n a to rs  p a s se d  th e  $1 a p ack  in c rease  b y  a  re s o u n d in g  17-3 vo te .
To p r o d  th is y e a r 's  H o u se  in to  ac tio n , th e  S enate  h a s  b e g u n  m o v in g  
its  o w n  tobacco  tax  m e asu re . T his tim e , th e  in c rease  h a s  b een  
sca le d  b ack  to  71 cen ts  in  h o p e s  o f  w in n in g  m o re  s u p p o r t  o n  th e  
o th e r  s id e  o f th e  C ap ito l.

T h e  p re s s u re  from  th e  S enate  is w e lco m e , b u t  th e  29 c e n t 
r e d u c t io n  is p re m a tu re . T h e  m o re  la w m a k e rs  w h itt le  d o w n  th e  $1 a 
p a c k  in c rease , th e  g re a te r  th e  n u m b e rs  o f y o u n g  A la sk an s  w h o  w ill 
h o o k  th e m se lv e s  on  th e  d e a d ly  h ab it.

A s c o m p le m e n ts  to  a $1 a  p a d  tobacco  tax  increase, b ills  
c a llin g  fo r to u g h e r  en fo rc e m e n t o f to b acco  la w s  w o n ’t h u r t .  B ut 
w itl  o u t  the  tax  in c rease , th o se  b ills  w ill d o  p re c io u s  little  to 
p ro te c t A laska  y o u th  from  th e  ru in  th a t  d e c a d e s  o f tobacco  
a d d ic tio n  e v e n tu a lly  wi l l  in flic t o n  th em .
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M  E T H O D O L O G Y

During the period March 17 through March 20. 1997, five hundred ten (n=510) Alaskans 
over the age of 18. located in 64 communities were personally contacted via telephone by 
professional interviewing employees of the Dittman Research Corporation of Alaska, The 
views and opinions of the Alaska residents were recorded on a strictly confidential basis.

Research Design

A random semple design was featured which provided that all households listed in the 
most current telephone directory for each community had essentially an equal chance of 
being interviewed.

Sam ple Selection

Individual respondents were randomly selected from current telephone subscribers listed 
in the most current directory for each community.

Processing th e  D ata

Dittman Research employees completed coding, editing, data entry and verification, while 
data processing was completed through the in-house Dittman Research Corporation 
computer system featuring the Statistical Package for the Social Sciences (SPSS/PC+) 
program. The SPSS program is one of the most sophisticated research-oriented data 
processing and analytical systems available, and is designed specifically for the 
processing and analysis of survey research data.

M easu rem en t H is to ry

Citizen opinion measurements by the Dittman Research Corporation, utilizing the 
previously described methodology, analytical procedures and data processing systems, 
have proven to be virtually perfect predictors of political election results in Alaska for the 
past twenty-five years.
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IN D IN G S

Overall, on a statewide basis, by a ratio of approximately 2:1 (64% to 34%), Alaskans 
report they support increasing the state tax on tobacco by $1.00 per pack...

"Legislation is being considered in Juneau to increase the state tobacco tax 
by one dollar per pack as a means of reducing smoking among children and 
reducing the state budget gap. What is your opinion - do you support oi 
oppose a one dollar per pack tobacco tax increase ? -- and is that strongly 

(support/oppose) or somewhat (support/oppose)?

Strongly support 

Somewhat support 

Somewhat oppose 

Strongly oppose 

Unsure

m m i n
mmmmmsmm 46%

18%

7%

27%

64%

34%

3%

...and if the revenues from an increased tax on tobacco were to be used for education, the 
support level increases to well over 2:1 (68% to 29%)...

"One idea being considered is that new revenues from the increased cigarette tax 
would be placed into a special ‘school fund' or account used for education purposes.
I would like to ask you the question again to see if this idea affects your opinion about 
the proposed tobacco tax. If revenues were earmarked specifically for education 
purposes, would you support or oppose raising the tobacco tax by $1 per pack ?"

Support

Oppose

Unsure H  3%

v>'v. \ 68%

29%

2 D ittman R esearch C orporation
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...however, the largest oain...to nearly 3:1 (73% to 25%) occurs if it is shown that a S1.00 
per pack increase would significantly reduce smoking among teenagers...

“The average age of new smokers is 14 1/2 years old. If it were shown 
that a $1 per pack cigarette tax increase would significantly prevent or 

reduce smoking among teenagers, would you support or 
oppose the tax increase?

Support

Oppose

Unsure i  2%

25%

73%

As far as smokers and non-smokers are concerned, approximately one out of four 
respondents (26%) report they currently smoke or use tobacco products...

3 D ittman Research C orporation
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...and compared to non-smokers, they (predictably) are most likely to oppose the basic 
idea of a tax increase...

"...do you support or oppose a one dollar per pack tobacco tax increase ?"

36%
Smokers

64°

Non-smokers

' mmmm * *' ' m
-   ; /t , /  'j* A . 7 > 73%

23%

Ŝupport DOppose

...however, if it were shown that the proposed tax increase would deter young people from 
smoking, or if the proceeds were to be used for education, smokers are approximately 
evenly split on the issue, and support from non-smokers increases to between three-out- 
of-four and four-out-of-five...

"...support or oppose tax increase if it ...would significantly 
prevent or reduce smoking among teenagers ...?"

Smokers

Non-smokers it, M M m m im m  ■ m I  ; . -
16%

82%

"...support or oppose tax increase...if revenues were earmarked 
specifically for education purposes...?"

Smokers w t X m i K 49%

49%

Non-smokers
22%

75%

Ŝupport □Oppose
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LEGISLATION IS BEING CONSIDERED IN JUNEAU TO INCREASE THE STATE TOBACCO TAX 
BY ONE DOLLAR PER PACK AS A MEANS OF REDUCING SMOKING AMONG CHILDREN AND 

REDUCING THE STATE BUDGET GAP. WHAT IS YOUR OPINION •- DO YOU SUPPORT OR 
OPPOSE A ONE DOLLAR PER PACK TOBACCO TAX INCREASE --  AND IS THAT STRONGLY 

(SUPPORT/OPPOSE) OR SOMEWHAT (SUPPORT/OPPOSE)?

DEMOGRAPHICS UNSURE STRONGLY
SUPPORT

SOMEWHAT
SUPPORT

SOMEWHAT
OPPOSE

STRONGLY
OPPOSE

BASE

TOTAL......................... 37. 467. 187. 754 277. 100.07.

DO YOU SMOKE?
YES.............................. 17. 197. 177. 57. 597. 25.77.
NO................................ 37. 557. 187. 754 167. 74.37.

LOCATION
RURAL......................... 17. 497. 167. 117. 237. 11.57.
CENTRAL..................... 97. 537. 137. 47. 2154 14.97.
SOUTH CENTRAL.... 3% 387. 137. 137. 3354 18.9%
ANCHORAGE................ 17. 457. 217. 354 31% 41.6%
SOUTHEAST................ 1% 487. 2454 87. 18% 13.27.

GENDER
MALE........................... 27. 457. 1954 77. 27% 52.0%
FEMALE....................... 4% 467. 1654 67. 27% 48.07.

AGE
18-29 YRS................ 27. 51% 2254 37. 22% 13.7%
30-4A YRS................ 37. 4254 207. 87. 287. 40.9%
45-59 YRS................ 27. 5054 1754 854 24% 32.2%
60+ YRS.................... 57. 417. 127. 454 39% 13.27.

TIME IN COMMUNITY
0 • 4 YRS................ 27. 377. 2354 87. 307. 19.6%
5 - 9 YRS................ 37. 5154 197. 47. 247. 11.6%
10 - 14 YRS............ 57. 457. 177. 654 277. 13.1%
15+ YRS..................... 37. 487. 167. 77. 277. 55.7%

DITTMAN RESEARCH CORPORATION MARCH 1997 Table 1



THE AVERAGE AGE OF NEW SMOKERS IS 14 1/2 TEARS OLD. IF IT WERE SHOWN THAT 
A ONE DOLLAR PER PACK CIGARETTE TAX INCREASE WOULD SIGNIFICANTLY PREVENT OR 

REDUCE SMOKING AMONG TEENAGERS, WOULD YOU SUPPORT OR OPPOSE THE TAX INCREASE?

OEMOGRAPHICS UNSURE SUPPORT OPPOSE BASE

TOTAL........................ 2% 737. 257. 100.0%

DO YOU SMOKE?
YES............................. 17. 497. 507. 25.77.
NO............................... 27. 827. 167. 74.3%

LOCATION
RURAL......................... 0% 757. 257. 11.57.
CENTRAL.................... 47. 797. 177. 14.9%
SOUTH CENTRAL___ 1% 64% 347. 18.97.
ANCHORAGE................ 27. 737. 257. 41.6%
SOUTHEAST................ 054 79% 217. 13.2%

GENDEI.
MALE........................... 27. 71% 2 77. 52.3%
FEMALE...................... 17. 767. 237. 48.07.

AGE
18-29 YRS................ 27. 817. 17% 13.77.
30-44 YRS................ 17. 737. 267. 40.9.4
45-59 YRS................ 27. 74% 24% 32.25'.
60+ YRS.................... 17. 66% 33% 13.27.

TIME IN COMMUNITY 
0 - 4 YRS................ 07. 71% 29% 19.6%
5 - 9 YRS................ OX 74% 26% 11.67.
10 - 14 YRS........... 57. 707. 25% 13.1%
15+ YRS.................... 757. 247. 55.77.

DITTMAN RESEARCH CORPORATION MARCH 1997 Table 2



ONE IDEA 8EING CONSIDERED IS THAT NEW REVENUES FROM THE INCREASED CIGARETTE 
TAX WOULD 8E PLACED INTO A SPECIAL SCHOOL FUND OR ACCOUNT TO BE USED FOR 

EDUCATION PURPOSES. I WOULD LIKE TO ASK THE OUESTION AGAIN TO SEE IF THIS 
IDEA AFFECTS YOUR OPINION ABOUT THE PROPOSED TOBACCO TAX. IF REVENUES WERE 
EARMARKED SPECIFICALLY FOR EDUCATION PURPOSES, WOULD YOU SUPPORT OR OPPOSE 

RAISING THE TOBACCO TAX BY ONE DOLLAR PER PACK?

DEMOGRAPHICS UNSURE SUPPORT OPPOSE BASE

TOTAL......................... 37. 68*4 297. 100.07.

DO YOU SMOKE?
YES.............................. 2% 497. 497. 25.77.
NO................................ 37. 757. 22% 74.37.

LOCATION
RURAL......................... 07. 757. 257. 11.57.
CENTRAL..................... 47. 607. 367. 14.97.
SOUTH CENTRAL___ 47. 647. 31% 18.97.
ANCHORAGE................ 27. 697. 297. 41.67.
SOUTHEAST................ 47. 747. 217. 13.27.

GENDER
MALE............................ 27. 6 7% 31% 52.0%
FEMALE....................... 4*4 707. 26% 48.07.

AGE
18-29 YRS................ 1% 81% 187. 13.7%
30-44 YRS................ 37. 69% 287, 40.9%
45-59 YRS................ 27. 67% 31% 32.2%
60+ YRS..................... 77. 56% 367. 13.2%

TIME IN COMMUNITY
0 - 4 YRS................ 17. 697. 31% 19.6%
5 - 9 YRS................ 27. 69% 297. 11.6%
10 - 14 YRS............ 37. 64% 33% 13.1%
15+ YRS..................... 4*4 69% 27% 55.7%

DITTMAH RESEARCH CORPORATION MARCH 1997 Table 3



00 YOU SMOKE CIGARETTES OR USE TOBACCO PRODUCTS?

DEMOGRAPHICS YES NO BASE

TOTAL........................ 267. 747. 100.07.

LOCATION
RURAL........................ 407.

227.
287.
237.
257.

607.
787.
727.
77%
757.

11.5%
14.97.
18.97. 
41.67. 
13.27.

CENTRAL....................
SOUTH CENTRAL___
ANCHORAGE...............
SOUTHEAST................

GENDER
MALE........................... 287.

23'/.

727.
777.

52.0%
48.0%FEMALE......................

AGE
18-29 YRS................ 327.

297.
227.
177.

687.
717.
787.
837.

13.77. 
40.9% 
32.2% 
13.2%

30-44 YRS................
45-59 YRS................
60+ YRS....................

TIME IN COMMUNITY 
0 - 4 YRS................ 317.

267.
35%
217.

697.
74%
65%
79%

19.6%
11.6%
13.1%
55.7%

5 - 9 YRS................
10 - 14 YRS...........
15+ YRS....................

DITTHAN RESEARCH CORPORATION MARCH 1997 Table 4


