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F I S C A L  N O T E

STATE OF ALASKA
2002 LEGISLATIVE SESSION

R evision D ate /T im e (N ote if correction): 
Title A lcoholic B ev e rag e  T ax

Fiscal N ole N um ber: 
Bill V ersion:
() Publish  D ate:

D ept. A ffected:
; b r u  _
C o m p onen t

S B  347

R e v e n u e
R e v e n u e  O p era tio n s
T ax Division

S p o n so r
R e q u e s te r

S e n a te  F in an ce  C om m ittee
S e n a te  F in an ce  C om m ittee

E xpend itu res /R evenues

C o m p o n en t No. 

(Thousands of Dollars)
24 76

W l

v x C E

Note: A m o un ts d o  not include inflation u n le ss  o th erw ise  no ted  below .
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2 0 0 8
P e rso n a l S e rv ic e s 63 .0 63 .0 63 .0 6 3 .0 63 .0 63 .0
Travel 2.5 2 .5 2.5 2 .5 2 .5 2 .5
C ontractual 3.0 3 .0 3 .0 3 .0 3 .0 3 .0
S upplies 1.0 1.0 1.0 1.0 1.0 1.0
E quipm ent 5.0
Land & S tru c tu re s
G ran ts & C laim s
M iscellaneo us

TOTAL O PER A TING  I 74 .5 6 9 .5  j 69.5 69 .5 69 .5 6 9 .5

ICAPITAL EXPEN D ITU RES

CHANGE IN REVENUES* () 22,238-23,878 |27,873-29,921 27,873-29,921 27,873-29,921 |27 ,873-29,921 |27 ,873-29,921

FUND S O U R C E (T h o u san d s  of Dollars)
1002 F ed e ra l R ece ip ts
1003 GF M atch
1004 G F
1005 G F /P rogram  R ece ip ts  
1037 G F/M ental H ealth
O ther (Specify Type-D o nol abbreviate)

74.5 69 .5 69 .5 69 .5 6 9 .5 6 9 .5

TOTAL 74.5 69 .5 69 .5 69 .5 69 .5 6 9 .5

E s tim a te  o f  a n y  c u r re n t  y e a r  (FY2002) c o s t :  0.0
C h ec k  th is  b o x  (X) if fu n d in g  fo r  th is  bill is  in c lu d e d  in th e  G o v e r n o r 's  FY 2003 b u d g e t  p r o p o s a l :  

POSITIONS
Full-time 1 1 1 1 1 1
Part-tim e
T em porary

ANALYSIS: Ploaso see  attached bill anlavsis. I
* Because we do not know which municipalities, if any, v/ill levy sales taxes on alcoholic beverages a s  a resull of this bill, we have nol 
included any adjustments for municipal sales tax rale changes. We estimated revenue using the following assumptions:
(1) We assum e that the tax is completely passed on lo the consum er in the form of higher prices.
(2) Price elasticity ranges from 1990 Congressional Budget Office report Federal Taxation of Tobacco, Alcoholic Beverages and Motor Fuels
(3) Alcoholic beverage prices are from the 1999 American Chamber of Commerce Research Association survey for Anchorage.
(4) We assum e that in the first year of implementation, os a resull of stockpiling, the revenue increase would be 20 percent less (from our 
experience with the 1997 cigarette lax rate increase).
(5) We assum e that the decrease in consumption occurs a s  one-time effect and then does nol change in subsequent years
(5) We assum e the tax becom es effective on July 1, 2002.
(7) We assum e that only Alaska businesses lake advantage of tho lower lax rale on qualifying breweries.

The operating budget increment is lo pay for a  revenuo auditor for additional enforcement of the stale 's alcohol tax laws. See Page 2.

P rep a red  by: J o h a n n a  B a le s  and  B rett Fried P h o n e  907-269-6628 or 465-3682
Division T ax  Division D ate/T im e 0 3 /1 0 /2 0 0 2  1 p.m.

A pproved by: Larry Persily, D eputy C o m m issioner D ate 0 3 /1 0 /2 0 0 2  1 p.m .
Agency Department of Revenue

(Revised 9i?00t OMB) Page 1 of 2



FISCAL N O T E

ANALYSIS CONTINUATION

STATE O F  ALASKA BILL NO. SB 347

2002 LEGISLATIVE SESSION

Section 1 and 2. Allows a municipality to Impose a sales tax on alcoholic beverages even if it does not have a sales tax on other 
goods.

A c tion  3. Increases the alcoholic beverage state tax rate.
1, The bill creates a new tax rate category for "hard" cider. We recommend that drier be added lo the listing of taxable beverages undei 
(a) as well.
2. Based on our experience with the 1997 increase in the tax rale on cigarettes and tobacco products, the department would like to point 
out the following:

-There is no provision in this bill to tax existing wholesale and retail inventory in the state at the time of the tax increase. When the 
cigarette and tobacco products lax rates were increased, a significant amount of stockpiling took place within the state. The department 
estimates that approximately S7.1 million in revenue was lost during the first six months of the tobacco tax increase due to stockpiling.
We believe the same thing could happen if the alcoholic beverage lax rale is increased. If it is the intent of the legislature lo tax existing 
inventory at the new rate, there should be transitional language in the bill requiring a "floor stock lax." A floor stock lax is a one-time tax 
paid by all retailers and wholesalers in the stale on existing alcoholic beverage inventory. However, we believe that there would still be 
some stockpiling by individuals.

-There is no explicit provision for a person to pay the tax if they import product from outside the state for personal consumption. If it is 
the intent of the legislature lo put the tax burden on the consumer, a provision should be made lo make a person pnmarily liable for the 
tax if they are the first importer of the product into the slate for personal consumption.

Section 4. Reduced rate for small dom estic brewers
1. We have lowered the estimated tax revenue increase for this legislation lo reflect our best guess of the fiscal impact from the reduced 
tax rate for small Alaska beer producers. The fiscal note assumes that the in-state brewers are the only beneficiaries of the section.

2. This incorporates provisions of the Internal Revenue Code that are applicable to domestic (U.S.) beer producers. The existing 35 cents 
per gallon tax rate would be retained for certain brewers on the first 60,000 barrels (31-gallon barrels) sold in Alaska. Because 
qualification under this provision is dependent on the taxpayer’s qualification under the federal rules, and the federal rules are restricted to 
domestic producers, this provision could violate the United States Constitution. This problem could be resolved if the bit' is amended lo 
qualify brev/ers independent of federal tax status, such that qualification were independent of state or country of origin. One consequence 
of such change could be increased administrative costs.

3. We are unable to estimate the number of out-of state brewers that could qualify for the reduced tax rate or the number that would 
qualify if constitutional problems were fully addressed. Neither can we estimate the volume of beer sold in Alaska by these non-Alaska 
brev/ers. However, the impact on levenue could be significant. For example, a brewer approaching the 2-million-barrel threshold that 
sells 60.000 barrels in Alaska would pay S651.000 compared to an unqualified brewer paying S2.641,2000 on its 60,000 barrels.

4. The document Hied by a brewer with the federal Bureau of Alcohol, Tobacco and Firearms claiming the reduced federal tax rate is titled 
"Brewer's Notice of Intent to Pay Reduced Rate of Tax,” If the state is going to rely on this document, the exact title should be referenced

5. This bill does not address breweries controlled by the same person. As such, an individual who owns two breweries could still qualify 
as a small brewery under federal rules, but claim the reduced lax rate on over 60,000 barrels produced each year. To correct this 
problem, (he following language should be considered: "The reduced rale of tax applies to the first 60,000 barrels of beer sold in Alaska 
during a fiscal year by a controlled group of V- wers in which the same person holds, directly or indirectly, a 50 percent or more ownership 
interest." In this subsection, person includes an individual, corporation, partnership, association, joint venture, estate, trust or combination 
acting as a unit."

6. The tax in current statute is on mall beverages. However, "beer" is used for tho reduced rate of tax in this section. "Beer" should be 
defmed In the bill.

Oneratinti budget Increment
The department believes there would be an incentive lo try to avoid the increased stale excise lax. The current tax rate is viewed by 
many as immaterial, but the higher role likely would result in an increase in tax avoidance efforts by some individuals. As such, the 
department estimates it would need one full-time Revenue Auoitor III (Range 18) to provide additional enforcement lo ensure that the la« 
is enforced and that the stale does nol lose revenues.

Page 2 o f 2
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S E N A T E  B I L L  N O . 347

IN T H E  L E G IS L A T U R E  O F  T H E  S T A T E  OF A L A S K A

T W E N T Y -S E C O N D  L E G IS L A T U R E  - S E C O N D  SE SS IO N

BY THE SENATE FINANCE COMMITTEE

In tro d u c e d : 3/6/02 
R e fe rre d : F in an ce

A  B I L L  

F O R  A N  A C T  E N T I T L E D  

" A n  A c t  r e la t in g  to4 a * a t io n - ."  <d3 I C o ^ J O  1 I C

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Sec t io n  1. A S 04 .21 .010(c )  is am ended  lo read:

(c) A m un ic ip a l i ty  m ay  not im pose tax es  on a lcoholic  beverages excep t a

(1) p roperty  tax  on alcoholic  beverage  inventories;

(2) sales lax  on alcoholic  b ev e rag e  sa le s : a sa les  tax  m a v  he  im p o sed  

on a lcoh o l ic  b e v e r a g e s  even  if  o th e r  sa les  a r e  no t  ta x e d ,  o r .  i f  o th e r  sa les a r e  

ta x e d ,  a sa les  tax  on  a lc o h o l ic  b e v e ra g e s  m a v  h e  e q u a l  to . h ig h e r  th a n ,  o r  lo w er  

t h a n  a sa les  ta x  [IF S A L E S  T A X E S  A R E ] imposed on o ther  sales w ith in  the 

m unicipality : a n d

(3) [S A L E S  T A X  O N  A L C O H O L IC  B E V E R A G E  SA L E S  T H A T  

W A S IN E F F E C T  B E F O R E  JU L Y  1 ,1 9 8 5 ;  A N D

(4)] sa les and  use tax on a lcoholic  beverages if  the sale o f  a lcoholic  

beverages with in  the m unic ipali ty  has been  proh ib ited  under A S 0 4 .1 1.491(a)(1). (4). 

or  (5).

SB0347A -I-
New Text Underlined IDELETED TEXT BRACKETED]

SB 347
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* Sec. 2. AS 29 .45 .650(a )  is am ended  lo read:

(a) Excep t as p rovided  in [AS 0 4 .2 1 .010(c) A N D  IN] (f) and  (h) o f  this 

section, a borough m ay  levy and collec t a sales tax on sales, rents, and on serv ices 

provided  in the borough. The sa les tax m ay  apply  to a n y  o r  all o f  these sources. 

Exem ptions  m ay  be g ran ted  by ord inance .

* Sec. 3 . A S 4 3 .6 0 .0 1 0(a) is am ended  to read:

(a) E x c e p t  a s  p ro v id e d  in (c) o f  th is  se c t io n ,  e v e n ’ [E V E R Y ] brewer, 

distiller, bottler, jo b b e r ,  retailer, w holesa le r ,  or m an ufac tu re r  w h o  sells a lcoholic  

beverages in the state  o r  w h o  consigns sh ipm en ts  o f  a lcoho lic  b eve rages  into the state, 

w h e the r  o r  not the a lcoho lic  beverages a re  b rew ed , d isti lled, bottled , o r  m anufac tu red  

in the state, shall p ay  on all m alt beverages  (a lcoholic  con ten t  o f  one  percen t  o r  m ore  

by vo lum e), w ines, and  hard or distilled a lcoholic  beverages , the fo l lo w in g  taxes:

(1) m a lt  beverages  at the rate o f  S T 4 2  [35 C E N T S ]  a gallon  o r  fraction

o f  a gallon:

(2) c id e r  w i th  a t  leas t  0.5 p e rc e n t  a lc o h o l  by  v o lu m e  b u t  n o t  m o r e  

th a n  7 p e rc e n t  a lc o h o l  bv  v o lu m e ,  a t  t h e  r a t e  o f  S1.42 a ga llon  o r  f ra c t io n  o f  a 

g a l lon :

(3) w ine o r  o ther  b ev e rag e s , o t h e r  t h a n  b e v e r a g e s  d e s c r ib e d  in (1) o r

(2) o f  th is  s u b s e c t io n ,  o f  21 percen t  a lcohol by  v o lum e o r  less, at the  rate o f  S3.41 

[85 C E N T S ] a gallon o r  fraction o f  a gallon: and

(4) [(3)] o ther  beverages  hav ing  a c o m e m  o f  m o re  than 21 percent 

a lcohol by vo lu m e  at the rale o f  SI 8 .40 [$5.60] a gallon .

* Sec. 4. A S  43 .60 .010  is am en d ed  by add ing  a n ew  subsection  to read:

(c) A b rew e r  shall pay  a lax  at the rate o f  35 cen ts  a gallon on sales o f  the first

6 0 ,000  barrels o f  b ee r  sold in the state each  fiscal y ea r  b eg inn ing  Ju ly  1, 2002 , for beer  

p roduced in the U nited  S tates i f  the  p roducing  b rew ery  m eets  the qualif ica tions  o f  26 

U .S .C . 5051(a)(2). T o  qualify  for the tax rale under  this subsec tion , the b rew er  m ust 

file with the d ep a r tm en t  a  copy  o f  a Bureau  o f  A lcoho l,  T o b a cc o  and F irearm s 

acknow ledged  c o p y  o f  the b rew er’s N o tice  o f  B rew er  to P ay  R educed  Rate o f  Tax 

required under  27  C .F .R . 25 .167 for the ca len d ar  y e a r  in w h ich  the fiscal y e a r  begins 

for which  the partial exem ptio n  is sought. I f  p ro o f  o f  e lig ib ili ty  is not received  by the

347 >2-
Alew T e x t  U n d e r l in e d  ID E L E T E D  T E X T  B R A C K E T E D ]

SB0347A
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I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y - S E C O N D  L E G I S L A T U R E  - S E C O N D  S E S S IO N

BY THE SENATE FINANCE CO M M ITTEE

Offered:
Referred:

Sponsor(s): SENATE FL IANCE COM M ITTEE

CS FOR SENATE BILL NO. 347(FIN)

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  A c t  r e l a t i n g  to  a l c o h o l i c  b e v e r a g e s . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t io n  1. A S  0 4 .2 1 .0 1 0 (c )  is a m e n d e d  to read :

(c)  A  m u n ic ip a l i ty  m a y  n o t  im p o s e  ta x e s  o n  a lc o h o l ic  b e v e ra g e s  e x c e p t  a

(1)  p ro p e r ty  tax  o n  a lc o h o l ic  b e v e r a g e  in v e n to r ie s ;

(2 )  sa le s  tax o n  a lc o h o l ic  b e v e r a g e  s a le s ; a  s a le s  t a x  m a v  be  i m p o s e d  

o n  a l c o h o l i c  b e v e r a g e s  e v e n  i f  o t h e r  s a le s  a r e  n o t  t a x e d ,  o r .  i f  o t h e r  s a le s  a r e  

t a x e d ,  a  s a le s  t a x  on  a lc o h o l ic  b e v e r a g e s  m a y  b e  e q u a l  to . h i g h e r  t h a n ,  o r  l o w e r  

t h a n  a  s a le s  t a x  [IF S A L E S  T A X E S  A R E ]  im p o se d  o n  o th e r  sa le s  w i th in  the 

m u n ic ip a l i ty ;  a n d

(3)  [ S A L E S  T A X  O N  A L C O H O L I C  B E V E R A G E  S A L E S  T H A T  

W A S  IN  E F F E C T  B E F O R E  J U L Y  1, 1985; A N D

(4)] s a le s  a n d  use  tax  o n  a lc o h o l ic  b e v e ra g e s  i f  the  sa le  o f  a lco h o l ic  

b e v e r a g e s  w u h i n  th e  m u n ic ip a l i ty  h a s  b e e n  p ro h ib i te d  u n d e r  A S  0 4 . 1 1 .491(a )(1 ) , (4), 

o r  (5).

-1-
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]

CSSB 347(FIN)
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* Sec. 2. A S  2 9 .4 5 .6 5 0 (a )  is a m e n d e d  to read :

(a) E x c e p t  as  p ro v id e d  in [A S 0 4 .2 1 .0 1 0 (c )  A N D  IN ]  (f) a n d  (h) o f  this

sec t io n , a  b o ro u g h  m a y  levy  a n d  c o l le c t  a  sa le s  tax  o n  sa les ,  ren ts ,  a n d  o n  s e n d e e s
I

p ro v id e d  in  the  b o ro u g h .  T h e  sa le s  tax  m a y  a p p ly  to a n y  o r  a ll o f  these  so u rc es .

E x e m p t io n s  m a y  b e  g ra n te d  by  o rd in a n ce .

* Sec . 3 . A S  4 3 .6 0 .0 1 0(a) is a m e n d e d  to read :

(a) E x c e p t  a s  p r o v i d e d  in (c)  o f  th i s  s e c t io n ,  e v e r v  [ E V E R Y ]  b re w e r ,
i

d is ti l le r ,  bottler ,  jo b b e r ,  re ta i ler ,  w h o le sa le r ,  o r  m a n u f a c tu r e r  w h o  se l ls  a lc o h o l ic

b e v e ra g e s  in the  s ta te  o r  w h o  c o n s ig n s  s h ip m e n ts  o f  a lc o h o l ic  b e v e r a g e s  in to  the  s ta te ,  1
- '

w h e th e r  o r  n o t  the  a lc o h o l ic  b e v e ra g e s  a re  b re w e d ,  d is t i l le d ,  b o t t led ,  o r  m a n u f a c tu r e d  

in tire s ta te , sha ll  p a y  o n  all m a l t  b e v e ra g e s  (a lc o h o l ic  c o n te n t  o f  o n e  p e rc e n t  o r  m o re  

by  v o lu m e) ,  w in es ,  a n d  h a rd  o r  d is t i l le d  a lc o h o l ic  b e v e ra g e s ,  th e  f o l lo w in g  taxes :

(1 )  m a l t  b e v e ra g e s  a t  the  ra te  o f  S 1 .42  [35 C E N T S ]  a  g a l lo n  o r  f ra c t io n  ;
|

o f  a  ga llon ;

(2 )  c i d e r  w i t h  a t  l e a s t  0 .5  p e r c e n t  a l c o h o l  b v  v o l u m e  h u t  n o t  m o r e
i

t h a n  7  p e r c e n t  a lc o h o l  b v  v o lu m e ,  a t  t h e  r a t e  o f  S I . 42  a  g a l lo n  o r  f r a c t i o n  o f  a 

g a l lo n :

(3)  w in e  o r  o th e r  b e v e r a g e s , o t h e r  t h a n  b e v e r a g e s  d e s c r i b e d  in (1 )  o r  1
♦

(2) o f  t h i s  s u b s e c t i o n ,  o f  21 p e rc en t  a lc o h o l  b y  v o lu m e  o r  less , a t  th e  ra te  o f  S 3 .41 J 
[85 C E N T S ]  a  g a l lo n  o r  f rac tio n  o f  a  g a l lo n ;  and

i

(4) [(3)] o th e r  b e v e ra g e s  h a v in g  a c o n te n t  o f  m o re  th a n  21 p e rc e n t  j 

a lc o h o l  by  v o lu m e  at the  rate  o f  S 18.40 [S5 .60]  a  ga llon .

* Sec . 4 . A S  4 3 .6 0 .0 1 0  is a m e n d e d  b y  a d d in g  a  n e w  su b se c t io n  to read :

(c) A  b r e w e r  sh a ll  p ay  a tax  a t  the  ra te  o f  35 c e n ts  a g a l lo n  on  sa le s  o f  the  first

6 0 .0 0 0  barre ls  o f  b e e r  so ld  in the  s ta te  e a c h  fiscal y e a r  b e g in n in g  Ju ly  1, 2 0 0 2 ,  fo r  b e e r  

p ro d u c e d  in the U n i te d  S ta tes  i f  the  p r o d u c in g  b re w e ry  m e e t s  th e  q u a l i f ic a t io n s  o f  26 

U .S .C . 50 5 1 (a )(2 ) .  T o  q u a l i fy  fo r  the  tax  ra te  u n d e r  th is  su b s e c t io n ,  th e  b r e w e r  m u s t  

file w i th  the  d e p a r tm e n t  a  c o p y  o f  a B u re a u  o f  A lc o h o l ,  T o b a c c o  and  F ire a rm s  

a c k n o w le d g e d  c o p y  o f  the  b re w e r 's  N o t ic e  o f  B r e w e r  to P a y  R e d u c e d  R a te  o f  T a x  

re q u ire d  u n d e r  2 7  C .F .R .  2 5 .1 6 7  for the  c a le n d a r  y e a r  in w h ic h  the  f iscal y e a r  b eg in s  

fo r  w h ic h  the  part ia l  e x e m p t io n  is so u g h t .  I f  p r o o f  o f  e l ig ib i l i ty  is n o t  re c e iv e d  by  the

CSSB 347(FIN) -2-
N e w  T e x t  U n d e r l i n e d  ( D E L E T E D  T E X T  B R A C K E T E D ]
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d e p a r tm e n t  b e fo re  J u n e  1, the  tax  rate  u n d e r  th is  su b se c t io n  d o e s  n o t  a p p ly  until  the  

f irs t  d a y  o f  the  s e c o n d  m o n th  a f te r  the  m o n th  the  n o t ic e  is re c e iv e d  b y  th e  d e p a r tm e n t .  

F o r  p u rp o s e s  o f  a p p ly in g  this su b se c t io n ,  a  b arre l  o f  b ee r  m a y  c o n ta in  no  m o re  th a n  31 

g a l lon s .

-3- CSSB 347(FIN)
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SENATE F INANCE
COMM ITTEE

Amendment Number:
o n  m ^ c , c -  ^    22-LS1624VF.1
BUI N u m t e f :_ S S _ 5 4 - T )  C o o k
S p o n s o r :  V 4 g / 2 d  . D a t e . \ 2 ^ / o Z .  3/ 15 /02
L e g g e d  In By :

A M E N D M E N T

0 .  E R E D  I N  T H E  S E N A T E  B Y  S E N A T O R  W A R D

T O :  C S S B  3 4 7 (  ), D r a f t  V e rs io n  "F"

1 P a g e  1, l in e  1, fo l lo w in g  " b e v e r a g e s " :

2  I n s e r t a n d  p r o v i d i n g  f o r  a n  e f f e c t iv e  d a t e "
3
4  P ag e  3 , fo l lo w in g  l ine  4:

5 In s e r t  n e w  b il l  s e c t io n s  to  read:

6 "* S e c .  5. T h e  a n c o d if ie d  l a w  o f  th e  S ta te  o f  A la s k a  is  a m e n d e d  b y  a d d i u fe a  n e w  s e c t io n  to

7  read:

8 C O N D I T I O N A L  E F F E C T .  T h is  A c t  ta k e s  e f fe c t  o n ly  i f  a  v e r s io n  o f  SJR. 2 3 ,

9 p ro p o s in g  a m e n d m e n ts  to  the  C o n s t i tu t io n  o f  th e  S ta te  o f  A la s k a  re la t in g  to  a n  a p p r o p r ia t io n

10 l im it  a n d  a  s p e n d in g  l im it ,  is p a s s e d  b y  th e  le g is la tu re  a n d  a p p r o v e d  b y  th e  v o te r s  d u r in g  the

11 2 0 0 2  g e n e ra l  e lec t io n .

12 * Sec . 6 . I f  th is  A c t  ta k e s  e f fe c t  u n d e r  sec. 5, it  t ak es  e f fe c t  o n  J a n u a r y  1, 2 0 0 3 ."

L -1-
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WORK DRAFT WORK DRAJ’T '  WORK DRAFT

C S  F O R  S E N A T E  B I L L  N O .  3 4 7 (  )

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - S E C O N D  L E G I S L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A  B I L L

F O R  A N  A C T  E N T I T L E D  

" A n  A c t  r e l a t i n g  to  a lc o h o l ic  b e v e r a g e s . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

3 * S e c t io n  1. A S  0 4 .2 1 .0 1 0 (c)  is a m e n d e d  to read :

4  (c )  A  m u n ic ip a l i ty  m a y  n o t  im p o s e  ta x e s  o n  a lc o h o l ic  b e v e ra g e s  e x c e p t  a

5 (1 )  p ro p e r ty  tax  on  a lc o h o l ic  b e v e ra g e  in v e n to r ie s ;

6 (2 )  s a le s  tax  o n  a lc o h o l ic  b e v e ra g e  s a le s ; a s a le s  t a x  m a v  h e  i m p o s e d

7 on  a lc o h o l ic  b e v e r a g e s  e v e n  i f  o t h e r  s a le s  a r c  n o t  t a x e d ,  o r ,  i f  o t h e r  sa le s  a r e

8 t a x e d ,  a  sa le s  t a x  o n  a lc o h o l ic  b e v e r a g e s  m a v  h e  e q u a l  to . h i g h e r  t h a n ,  o r  l o w e r

9 t h a n  a  s a le s  t a x  [IF S A L E S  T A X E S  A R E ]  im p o s e d  o n  o th e r  sa le s  w i th in  the

10 m u n ic ip a l i ty ;  a n d

11 (3 )  [S A L E S  T A X  O N  A L C O H O L I C  B E V E R A G E  S A L E S  T H A T

12 W A S  IN  F F F E C T  B E F O R E  J U L Y  1, 1985; A N D

13 (4)]  sa le s  a n d  use  tax  on  a lc o h o l ic  b e v e ra g e s  i f  the  s a le  o f  a lc o h o l ic

14 b e v e ra g e s  w i th in  the  m u n ic ip a l i ty  h as  b een  p ro h ib i te d  u n d e r  A S  0 4 . 1 1 .491(a )(1 ) ,  (4),

15 o r  (5 ) .

-1-
N o w  T e x t  U n d e r l i n e d  ( D E L E T E D  T E X T  B R A C K E T E D  I
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* Sec . 2 . A S  2 9 .4 5 .6 5 0 (a )  is a m e n d e d  to  read:

(a) E x c e p t  a s  p ro v id e d  in [A S  0 4 .2 1 .0 1 0 (c )  A N D  IN ] (f) a n d  (h) o f  this 

s ec t io n , a  b o ro u g h  m a y  levy  a n d  c o l le c t  a  sa le s  tax  o n  sa les ,  ren ts ,  a n d  o n  se rv ic e s  

p ro v id e d  in the  b o ro u g h .  T h e  sa le s  tax m a y  a p p ly  to  a n y  o r  a ll  o f  th e se  so u rces .  

E x e m p t io n s  m a y  be  g ra n te d  b y  o rd in a n ce .

* Sec . 3 . A S  4 3 .6 0 .0 1 0 (a )  is a m e n d e d  to  read:

(a) E x c e p t  a s  p r o v i d e d  in (c) o f  t h i s  s e c t io n ,  even *  [ E V E R Y ]  b re w e r ,  

d is t i l le r ,  bo tt le r ,  j o b b e r ,  re ta i le r ,  w h o le sa le r ,  o r  m a n u f a c tu re r  w h o  se lls  a lc o h o l ic  

b e v e ra g e s  in the  s ta te  o r  w h o  c o n s ig n s  s h ip m e n ts  o f  a lc o h o l ic  b e v e ra g e s  in to  the  s ta te ,  

w h e th e r  o r  n o t  the  a lc o h o l ic  b e v e ra g e s  a re  b re w e d ,  d is t i l le d ,  b o tt led ,  o r  m a n u fa c tu re d  

in the  sta te , sh a ll  p a y  o n  all m a l t  b e v e ra g e s  ( a lc o h o l ic  c o n te n t  o f  o n e  p e rc e n t  o r  m o r e  

b y  v o lu m e ) ,  w in es ,  a n d  h a rd  o r  d is t i l le d  a lc o h o l ic  b e v e ra g e s ,  the  fo l lo w in g  taxes :

(1 )  m a l t  b e v e ra g e s  a t  the  ra te  o f  S 1 .42  [35 C E N T S ]  a  g a l lo n  o r  f rac t io n

o f  a  ga llon ;

(2 )  c i d e r  w i th  a t  l e a s t  0 .5  p e r c e n t  a l c o h o l  h v  v o lu m e  h u t  n o t  m o r e

t h a n  7 p e r c e n t  a lc o h o l  b v  v o lu m e ,  a t  t h e  r a t e  o f  S1 .42  a  g a l lo n  o r  f r a c t i o n  o f  a

g a l lo n ;

(3) w in e  o r  o th e r  b e v e r a g e s , o t h e r  t h a n  b e v e r a g e s  d e s c r i b e d  in (1) o r

(2) o f  th i s  s u b s e c t i o n ,  o f  21 p e rc e n t  a lc o h o l  b y  v o lu m e  o r  less , a t  the  ra te  o f  S3 .41 

[85 C E N T S ]  a  g a l lo n  o r  frac t io n  o f  a  g a l lo n ;  a n d

(4) [(3)]  o th e r  b e v e ra g e s  h a v in g  a c o n te n t  o f  m o re  th a n  21 p e rc e n t  

a lc o h o l  b y  v o lu m e  at the  ra te  u f  S I 8 .4 0  [S5 .60]  a  g a l lon .

* S ec .  4 . A S  4 3 .6 0 .0 1 0  is a m e n d e d  by  a d d in g  a n e w  s u b s e c t io n  to read :

(c) A  b r e w e r  sh a ll  p ay  a  tax  at the  ra te  o f  35  c e n ts  a  g a l lo n  on  sa le s  o f  the first

6 0 ,0 0 0  b arre ls  o f  b e e r  so ld  in the  s ta te  e a c h  f iscal y e a r  b e g in n in g  Ju ly  1, 2 0 0 2 ,  for b e e r  

p ro d u c e d  in the  U n i te d  S ta tes  i f  the  p ro d u c in g  b r e w e ry  m e e ts  the  q u a l i f ic a t io n s  o f  26  

U .S .C .  5 0 5 1 (a ) (2 ) .  T o  q u a l i fy  fo r  the tax  ra te  u n d e r  th is  s u b se c t io n ,  the  b rew e i  m u s t  

file  w ith  the d e p a r tm e n t  a  c o p y  o f  a  B u re a u  o f  A lc o h o l ,  T o b a c c o  a n d  F irea rm s  

a c k n o w le d g e d  c o p y  o f  the  b re w e r 's  N o t ic e  o f  B re w e r  to P a y  R e d u c e d  R ate  o f  T a x  

req u ired  u n d e r  2 7  C .F .R .  2 5 .1 6 7  fo r  the  c a le n d a r  y e a r  in w h ic h  the  f isca l y e a r  b e g in s  

fo r  w h ic h  the p art ia l  e x e m p t io n  is so u g h t .  I f  p r o o f  o f  e l ig ib i l i ty  is no t  re c e iv e d  b y  the

CSSB 347( ) -2-
N c w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]



d e p a r tm e n t  b e fo re  Ju n e  1, the  tax ra te  u n d e r  th is  s u b s e c t io n  d o e s  n o t  a p p ly  until  the  

f irs t  d a y  o f  the  s e c o n d  m o n th  a f te r  the  m o n th  the  n o t ic e  is re c e iv e d  b y  the  d e p a r tm e n t .  

F o r  p u rp o se s  o f  a p p ly in g  th is  su b se c t io n ,  a  barre l  o f  b e e r  m a y  c o n ta in  n o  m o re  th a n  31 

ga l lon s .
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Alaska State Senate
S e n a t e  F i n a n c e  C o m m i t t e e

Mail S l o p  3 10 0
o ffic ia l B u s in e s s  S ia i e  C a p i t o l

J u n e a u ,  A l a s k a  o o s o i - n s

S E N A T E  B I L L  3 4 7  

S P O N S O R  S T A T E M E N T

Alcohol use and abuse is exacting a serious financial, as well as social, toll on the resources o f the Alaska 
government, both at the state and local levels. Senate Bill 347 addresses this drain on government resources in 
two ways. It first allows a municipality to impose a sales tax on alcoholic beverages provided the local voters 
approve that tax. Secondly it raises the excise tax imposed on alcoholic beverages for the first time since 19S3.

In May 2000, the Alaska Criminal Justice Assessment Commission issued a report in which the Alcohol Policy 
Committee recommended both o f these measures to address the ever-increasing alcohol-related costs to 
government. The committee believed that these measures would provide funds to put towards rehabilitative 
treatment programs and services, that in turn, would lead to further savings through decreased recidivism and 
decreased demand for state services. The ideas have been supported by the Alaska Municipal League, Alaska 
State Hospital and Nursing Home Association, the Advisory Board on Alcoholism and Drug Abuse and the 
Alaska Native Health Board.

Local governments should be given the flexibility to find ways to deal with the massive costs created by alcohol 
abuse. Senate Bill 347 provides an option to do this, but only upon citizen approval. The legislation amends state 
low to allow— NOT require— municipalities to impose a sales tax on alcoholic beverages regardless o f whether 
there is a lax on other kinds o f sales. Additionally, it allows municipalities to impose a sales tax that is equal to, 
lower than, or higher than the rate set for other sales.
Currently, municipalities may impose a sales tax on alcoholic beverages only if there is a general sales tax or a 
stiles tax imposed on another commodity, such as hotel beds, tobacco, etc. For example, if Anchorage voters 
wanted to impose a sales tax on alcoholic beverages, rather than choosing the rate to impose, they would be 
limited to imposing an 8% tax (equal to the current bed tax and car rental tax) or a 15% tax (equal to the tobacco 
tax). Senate Bill 347 would allow them to impose a rate that they felt was best for the municipality. As stated 
previously, this tax could be imposed only after approval by a vote o f the citizens.

Senate Bill 347 next increases the excise tax imposed on alcoholic beverages. This would be the first time in 20 
years that the excise tax was raised. The increase translates into approximately a dime a drink and is anticipated 
to increase revenues to Alaska government by between $22 and S30 million per year. This additional revenue 
could be used to offset current alcohol-related costs and expanded alcohol abuse programs.

The effects o f alcohol on Alaska are staggering. Statistics show that Alaska ranks among the top in per capital 
alcohol consumption and incidence o f Fetal Alcohol Syndrome. Alcohol is implicated in more than 50% of 
suicide attempts, child abuse investigations, domestic violence reports, sexual assaults, and hospital emergency 
department visits. It is implicated in more than 40% o f fatal automobile crashes, fatal fires and homicides.

Senate Bill 347 provides valuable tools for both local governments and the State. It first provides municipalities 
with an option that, if approved by the voters, could provide funds for increasing alcohol-related costs. It also 
provides badly needed revenue to the state to pay for services such its public safely, care for inebriates and 
alcohol-related social and health problems.



Official Business

S e c t io n  1:

S e c t io n  2:

S e c t io n  3:

Section 4:

Alaska State Senate
S e n a t e  F i n a n c e  C o m m i t t e e

Mail S l o p  3 1 0 0  
S ta l e  C a p i io l  

J u n e a u .  A l a s k a  9 9 S 0 i - i i 8 2

S E C T I O N A L  A N A L Y S IS  
S E N A T E  B IL L  347

“A n  A c t  re la t in g  to  m u n ic ip a l  tax a t io n  o f  a lc o h o l ic  b e v e ra g e s ”

A m e n d s  A S  0 4 .2 1 .0 1 0 (c ) (2 ) ,  r e g a rd in g  m u n ic ip a l  reg u la t io n ,  to  a l lo w  
m u n ic ip a l i t ie s  to  im p o se  a sa le s  tax  on  a lc o h o l ic  b e v e ra g e s  re g a rd le ss  o f  
w h e th e r  th e y  h a v e  a  sa le s  tax on  o th e r  sa les . C u r re n t  s ta tu e  a l lo w s  a sa les  
tax o n  a lc o h o l ic  b e v e ra g e s  o n ly  i f  a  sa le s  tax ex is ts  on  o th e r  sa les .  It a lso  
a l lo w s  the  m u n ic ip a l i ty  to se t  the sa le s  tax  on  a lc o h o l ic  b e v e ra g e s  at a  rate  
equ a l  to, h ig h e r  than  o r  lo w e r  than , the s a le s  tax on  o th e r  sa les.

D e le te s  A S  0 4 .2 1 .0 1 0 (c ) (3 ) ,  w h ich  a l lo w s  m u n ic ip a l i t i e s  h a v in g  sa les  
taxes  on a lc o h o l ic  b ev e rag e s  p r io r  to Ju ly  I, 1985, to c o n t in u e  to  tax  
a lc o h o l ic  b e v e ra g e s  sa les . T h is  sec t io n  is no  lo n g e r  n e e d e d  as all 
m u n ic ip a l i t ie s  m a y  im p o se  a  sa le s  tax  on  a lc o h o l ic  b ev e rag e s .

A m e n d s  A S  2 9 .4 5 .6 5 0 (a ) ,  r e g a rd in g  b o ro u g h  sa le s  an u se  tax, by  
r e m o v in g  the  re fe rence  to A S  0 4 .2 1 .01 0 (c )  in the e x c e p t io n s .  B e c a u s e  
m u n ic ip a l i t ie s  w o u ld  no  lo n g e r  be res tr ic ted  in p la c in g  a sa les  tax  on 
a lc o h o l ic  b e v e ra g e s ,  this e x c e p t io n  is no  lo n g e r  n ee d ed .

A m e n d s  A S  4 3 .6 0 .0 1 0 (a ) ,  in c rea s in g  the e x c is e  tax  on  m a ll  b e v e ra g e s  
f rom  $ .3 5  to SI .42 p e r  g a l lo n ;  a d d in g  a  tax on  c id e r  w ith  .5 % -7 %  a lcoho l 
c o n te n t  o f  $ 1.42 p e r  g a l lon ;  in c rea s in g  the  e x c ise  tax on  svine o r  o th e r  
b e v e ra g e s  o f  2 1 %  a lc o h o l  f ro m  $ .8 5  to $ 3 . 4 1 p e r  g a l lo n  and  in c re a s in g  the 
e x c is e  tax on  b e v e ra g e s  w ith  m o re  than  2 1 %  a lc o h o l  c o n te n t  f ro m  S 5 .6 0  to 
S 18.40 p er  ga l lon

A d d s  a n e w  sec t io n  lo A S 4 3 .6 0 .0 1 0  a l lo w in g  a  b r e w e r  p ro d u c in g  b e e r  in 
the U n i te d  S ta te s  and  q u a l i fy in g  u n d e r  2 6  U .S .C .  5 0 5 (a ) (2 )  to  p ay  a tax o f  
S .35  p e r  g a l lon  on  the  first 6 0 ,0 0 0  b a rre ls  o f  b e e r  so ld



C u r r e n t  S t a t u t e s

S B  3 4 7

S e c .  0 4 . 2 1 . 0 1 0 .  M u n i c i p a l  r e g u l a t i o n .
(a) A  m u n ic ip a l i ty  m a y  a d o p t  o rd in a n ce s  g o v e rn in g  the im p o r ta t io n ,  barter ,  sa le , and  

c o n s u m p t io n  o f  a lc o h o l ic  b e v e ra g e s  w ith in  the m u n ic ip a l i ty  and  m a y  ban  p o sse s s io n  o f  a lcoh o l ic  
b e v e ra g e s  u n d e r  A S  0 4 . 1 1 .491(a)(5 ) .  A n  o rd in a n c e  a d o p te d  u n d e r  this sec t io n  m a y  not be 
in c o n s is te n t  w i th  th is  title  o r  r e g u la t io n s  a d o p ted  u n d e r  th is  title. In a m u n ic ip a l i ty  that h as  a d o p te d  
a local o p t io n  u n d e r  A S 0 4 . 1 1 .491(a )(1 ) , (2), o r  (3), an o rd in a n c e  is no t in c o n s is ten t  w ith  th is  title  i f  
it l im its

(1 )  the  m o n th ly  a m o u n ts  o f  a lc o h o l ic  b e v e ra g e s  a p e rso n  m a y  im p o r t  in to  the  m u n ic ip a l i ty ;
(2 )  the  p e rc e n t  o f  a lc o h o l  by  v o lu m e  that an a lc o h o l ic  b e v e rag e  m a y  c o n ta in ;  a limit 

im p o se d  u n d e r  th is  p a ra g ra p h  m a y  no t  be less than  4 0  n o r  m o re  than  76  pe rc en t  a lcoho l by  v o lu m e ;  
o r

(3 )  the ty p e  o f  a lc o h o l ic  b e v e ra g e  c o n ta in e r  that m a y  be p o s se s s e d  in the  m u n ic ip a l i ty .
(b )  A f t e r  th e  a d o p t io n  o f  a  local o p tio n  u n d e r  A S 0 4 . 1 1.491(a), a m u n ic ip a l i ty  m a y  adop t an 

o rd in a n c e  m a k in g  the  sa le ,  im p o r ta t io n ,  o r  p o sse ss io n  o f  a lc o h o l ic  b e v e ra g e s  a  m is d e m e a n o r  to the 
e x te n t  p ro h ib i te d  u n d e r  the  local o p tio n .  T h e  o rd in a n c e  m a y  not be  in c o n s is ten t  w ith  this title o r  the 
re g u la t io n s  a d o p te d  u n d e r  th is  title.

(c )  A  m u n i c i p a l i t y  m a y  n o t  i m p o s e  t a x e s  o n  a lc o h o l ic  b e v e r a g e s  e x c e p t  a
(1 )  p r o p e r t y  t a x  o n  a lc o h o l ic  b e v e r a g e  in v e n to r i e s ;
(2 )  s a le s  t a x  o n  a lc o h o l ic  b e v e r a g e  s a le s  i f  s a le s  t a x e s  a r e  im p o s e d  o n  o t b e r  s a le s  w i th i n  

th e  m u n i c i p a l i t y ;
(3 )  s a le s  t a x  o n  a lc o h o l ic  b e v e r a g e  s a le s  t h a t  w a s  in e f fe c t  b e f o r e  J u l y  1, 1985; a n d
(4)  s a le s  a n d  u s e  t a x  o n  a lc o h o l ic  b e v e r a g e s  i f  t h e  s a le  o f  a lc o h o l ic  b e v e r a g e s  w i th i n  th e  

m u n i c i p a l i t y  h a s  b e e n  p r o h i b i t e d  u n d e r  A S  0 4 .1 1 .4 9 1 (a ) (1 ) ,  (4), o r  (5).
(d )  A t lea s t  10 d a y s  b e fo re  the d a te  se t  for m u n ic ip a l  ac tion  on  an a p p l ic a t io n  fo r  the 

is su a n ce ,  r e n e w a l ,  re lo ca t io n ,  o r  t ra n s fe r  o f  o w n e rs h ip  o f  a p ro p o sed  l icense , the  m u n ic ip a l i ty  shall  
p ro v id e  w r i t ten  n o tice  o f  the  p ro p o se d  ac tion  and  the  t im e  and  p lace  fo r  a  h e a r in g  to a  c o m m u n i ty  
co u n c il  tha t

(1 )  is e s ta b l i sh e d  b y  m u n ic ip a l  c h a r te r  o r  o rd in a n c e  to a d v ise  the m u n ic ip a l  g o v e rn in g  b o d y ;
and

(2)  h as  ju r i s d ic t io n  o v e r  the  a re a  a ffec ted  by  the  p ro p o se d  ac tion .

Decisions -
Sales tax. - Paragraphs (c)(2) and (c)(3) o f this section, when read together, bar a municipality from 

taxing only the sale o f alcoholic beverages and further require that if sales taxes are imposed on other 
commodities, then the rate of taxation on the sale of alcoholic beverages may not exceed the rate o f taxation 
imposed upon such other commodities sales. Lagos v. City o f Sitka. 823 P.2d 641 (Alaska 1991).

A Sitka ordinance which taxed the sales of alcoholic beverages at a four percent higher rate than 
sales made on other commodities within the city and borough o f Sitka violated this section. Lagos v. Citv of 
Sitka. 823 P.2d 641 (Alaska 1991).
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C u r r e n t  S t a t u t e s

S B  3 4 7

S e c .  2 9 . 4 5 . 6 5 0 .  S a l e s  a n d  u s e  t a x .
(a )  E x c e p t  a s  p r o v i d e d  in  A S  0 4 .2 1 .0 1 0 (c )  a n d  in  (f) a n d  (h )  o f  t h i s  s e c t io n ,  a  b o r o u g h  

m a y  le v y  a n d  c o l le c t  a  s a le s  t a x  o n  sa le s ,  r e n t s ,  a n d  o n  s e r v ic e s  p r o v i d e d  in  t h e  b o r o u g h .  T h e  
sa le s  t a x  m a y  a p p l y  to  a n y  o r  a l l  o f  t h e s e  s o u r c e s .  E x e m p t i o n s  m a y  b e  g r a n t e d  b y  o r d i n a n c e .

(b) A  b o ro u g h  le v y in g  a  sa le s  tax  m a y  a lso  by  o rd in a n c e  levy  a  u se  tax on  the s to ra g e ,  u se ,  
o r  c o n s u m p t io n  o f  tan g ib le  p e rso n a l  p ro p e r ty  in the b o ro u g h .  T h e  u se  tax  ra te  m u s t  e q u a l  the  sa le s  
tax rate  a n d  the  u se  tax sh a ll  be  lev ied  o n ly  on  buyers .

(c) A  p e r s o n  w h o  fu rn ish e s  p ro o f ,  in the fo rm  req u ired  by  the  b o ro u g h  tax  c o l le c to r ,  tha t the 
p erson  h as  p a id  a  sa le s  tax  on  the  so u rc e  on  w h ich  a use  tax is lev ied  by  the  b o ro u g h  is r e q u ire d  to 
p ay  the u se  tax o n ly  to the  e x te n t  o f  the  d if fe ren c e  b e tw e en  the  a m o u n t  o f  the  sa le s  tax  p a id  a n d  the  
a m o u n t  o f  the  u s e  tax lev ied  by  the  b o ro u g h .  T h is  su b se c t io n  a pp l ie s  to a  sa le s  tax  lev ied  in a n y  
ta x in g  j u r i s d i c t io n  w h e th e r  in s id e  o r  o u ts id e  the s tate.

(d )  If  the  a s se m b ly  c h a rg e s  in te res t  on  sa les  tax es  not paid  w h e n  d u e .  the  ra te  o f  in te re s t  m a y  
no t  e x c e e d  15 p e rc e n t  a y e a r  on  the  d e l in q u e n t  tax es  and  sha ll  be c h a rg e d  f ro m  the  d u e  da te  until  
p a id  in fu ll .  T h i s  su b se c t io n  a p p l ie s  to h o m e  ru le  and  g en e ra l  law  m u n ic ip a l i t i e s .

(e)  A  b o r o u g h  m a y  p ro v id e  fo r  the c re a t ion ,  re c o rd in g ,  and  no tice  o f  a  lien on  real o r  
p e rso n a l  p ro p e r ty  to  s e c u re  the  p a y m e n t  o f  a  sa les  and  u se  tax, and  the in te re s t ,  p e n a l t ie s ,  a n d  
a d m in is t ra t io n  c o s ts  in the  e v e n t  o f  d e l in q u e n c y .  W h e n  rec o rd ed ,  the sa le s  tax  lien h as  p r io r i ty  o v e r  
all o th e r  l iens  e x c e p t  (1) l iens for p ro p e r ty  tax es  a n d  sp ec ia l  a s se ssm e n ts ;  (2 )  l iens tha t  w ere  
p e r fe c te d  b e fo re  th e  re c o rd in g  o f  the  sa le s  tax lien fo r  a m o u n ts  a c tu a l ly  a d v a n c e d  b e fo re  the 
r e c o rd in g  o f  th e  sa le s  tax  lien; (3 )  m e c h a n ic s '  and  m a te r ia lm e n 's  l iens for w h ic h  c la im s  o f  lien u n d e r  
A S  3 4 .3 5 .0 7 0  o r  n o tice s  o f  r ight to lien u n d e r  A S 3 4 .3 5 .0 6 4  have  b een  re c o rd e d  b efo re  the  
r e c o rd in g  o f  the  sa les  tax  lien. T h is  su b se c t io n  app l ie s  to  h o m e  ru le  a n d  g en e ra l  law  m u n ic ip a l i t i e s .

( 0  A b o ro u g h  m a y  no t  levy  a n d  c o l lec t  a sa les  tax  on  a p u rc h a se  m a d e  w ith  (1) food 
c o u p o n s ,  f o o d  s ta m p s ,  o r  o th e r  ty p e  o f  c e r t i f ica te  issu ed  u n d e r  7 U .S .C . 2011 - 2 02 5  (F o o d  S ta m p  
A ct) ;  o r  (2 )  fo o d  in s tru m en ts ,  food  v o u c h e rs ,  o r  o th e r  typ e  o f  c e r t i f ic a te  is su e d  u n d e r  4 2  U .S .C .
1786 (S p e c ia l  S u p p le m e n ta l  F o o d  P ro g ra m  for W o m e n ,  In fan ts ,  and  C h ild re n ) .  T h is  su b se c t io n  
a p p l ie s  to  h o m e  ru le  and  g en e ra l  law  m u n ic ip a l i t ie s .

(g )  [R e p e a le d ,  Sec . 2 ch  159 S L A  1990).
(h )  A  b o ro u g h  m a y  no t  levy  o r  c o l lec t  a sa le s  tax on  sa les ,  ren ts ,  a n d  se rv ic es ,  o r  a u se  tax oil 

the  s to rag e ,  u se ,  o r  c o n s u m p t io n  o f  p e rso na l  p ro p e r ty  o n  the fo l lo w in g  ac t iv i t ies :
(1 )  the  sa le ,  lease , ren ta l ,  s to rag e ,  c o n s u m p t io n ,  o r  d is t r ib u t io n  in th is  s ta te  o f  o r  the 

p ro v is io n  o f  s e rv ic e s  re la t ing  to an o rb ita l  sp a ce  fac il i ty , sp a c e  p ro p u ls io n  sy s te m ,  o r  sp a c e  v e h ic le ,  
sa te ll i te ,  o r  s ta t io n  o f  a n y  k in d  p o s se s s in g  sp a c e  ( ligh t c a p a c i ty ,  in c lu d in g  the  c o m p o n e n ts  o f  th e m ;

(2)  th e  sa le ,  lease , ren ta l ,  s to rag e ,  c o n s u m p t io n ,  o r  use o f  tan g ib le  p e rs o n a l  p ro p e r ty  p la ce d  
on o r  u se d  a b o a rd  an  o rb ita l  sp a ce  fac il i ty , sp a ce  p ro p u ls io n  sy s te m , o r  sp a c e  v eh ic le ,  sa te l l i te ,  o r  
s ta t io n  o f  a n y  k in d ,  re g a rd le ss  o f  w h e th e r  the  tan g ib le  p e rso n a l  p ro p e r ty  is re tu rn e d  to this s la te  for 
s u b s e q u e n t  u se ,  s to rag e ,  o r  c o n s u m p t io n ;  an e x e m p t io n  u n d e r  this p a ra g ra p h  is not a ffe c ted  b y  the 
fa i lu re  o f  a  la u n c h  to o cc u r ,  o r  the  d e s tru c t io n  o f  a lau nch  v eh ic le  o r  a c o m p o n e n t  o f  a launch  
v eh ic le .
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C u r r e n t  S t a t u t e s

S B  3 4 7

S e c .  4 3 . 6 0 . 0 1 0 .  A l c o h o l i c  b e v e r a g e  t a x .
(a) E v e ry  b rew e r ,  d is ti l le r ,  bottler ,  jo b b e r ,  re tailer ,  w h o le sa le r ,  o r  m a n u f a c tu re r  w h o  se lls  

a lc o h o l ic  b e v e ra g e s  in the  s ta le  o r  w h o  co n s ig n s  sh ip m e n ts  o f  a lcoho l ic  b e v e ra g e s  in to  the sta te , 
w h e th e r  o r  n o t  the  a lc o h o l ic  b e v e ra g e s  are  b rew e d ,  d is ti l led , bo tt led , o r  m a n u fa c tu re d  in the sta te , 
sha ll  p ay  on  all m a l t  b ev e rag e s  (a lco h o l ic  co n ten t  o f  o n e  p e rc en t  o r  m o re  by  v o lu m e) ,  w in e s ,  and  
h ard  o r  d is t i l le d  a lc o h o l ic  b e v e rag e s ,  the fo l lo w in g  taxes:

(1) m a lt  b e v e ra g e s  at the  rate  o f  35 c en ts  a ga llon  o r  f rac tion  o f  a ga l lon ;
(2) w in e  o r  o th e r  b e v e ra g e s  o f  2 1 p ercen t  a lcoho l by  v o lu m e  o r  less , at the ra te  o f  S5 c e n ts  a 

g a l lon  o r  frac t ion  o f  a  g a l lon ;  and
(3) o th e r  b e v e ra g e s  h a v in g  a  c o n te n t  o f  m o re  than 21 pe rc en t  a lcoho l by  v o lu m e  at the  rate  

o f  S5 .6 0  a g a l lon .
(b) [R e p e a le d ,  Sec . 3 ch 235  SLA 1976].

History -
(Sec. 35-4-31 ACLA 1949; am Sec. I ch 73 SLA 1957; am Sec. 1 ch 61 SLA 1961; am Sec. 28 ch 70 SLA 
1964; am Sec. 1 ch 61 SLA 1971; am Sec. 3 ch 235 SLA 1976; am Sec. 1 ch 46 SLA 1983)
AG Opinions -

The clear wording o f this section leaves little room for interpretation. 1960 Op. Att'y Gen., No. 3.
Alaska can tax retail liquor stores and beverage dispensaries located within military reservations if 

they do not fall within the exemptions set forth in 4 USC 107. 1960 Op. Att'y Gen., No. 16.
The Alcoholic Beverage Control Board may regulate the sale of intoxicating beverages on military 

reservations by businesses which arc not instrumentalities o f the federal government, may require such 
businesses to obtain retail store or beverage dispensary licenses, may inspect them to determine if they are 
operating in compliance with the liquor laws of Alaska (subject to restrictions for security reasons), and may 
lake any action authorized by Alaska liquor statutes if they are not doing business in compliance with stale 
liquor laws and regulations. 1960 Op. Att'y Gen., No. 16.

Members o f the national guard of Alaska enjoy no different status than other civilian residents of 
Alaska as far as Alaska liquor laws are concerned unless they or their units shall have been called into the 
active service o f the United States. 1960 Op. Att'y Gen., No. 16.

Intoxicating beverages may only be sold or dispensed at a national guard encampment or installation 
in Alaska by a licensed beverage dispensary or licensed retail liquor store. I960 Op. Att'y Gen., No. 16.

Civilian clubs are subject to state liquor laws and regulations anJ are subject lo stale revenue laws. 
i960 Op. Att’y Gen., No. 16.

In determining whether a tax is actually levied upon the United States or its property in violation of 
the federal government's constitutional immunity, the United States Supreme Court lias looked to the 
substance rather than the form of the particular statute in order lo determine whether the incident o f the tax 
was on a federal instrumentality. I960 Op. Att'y Gen., No. 3.

An analysis o f the substance o f this section will only reveal that the liquor excise tax is not imposed 
on any agency or other instrumentality o f the federal government. I960 Op. Att'y Gen.. No. 3.
Decisions -

The application o f an industrial credit to the malt liquor excise tax was not unconstitutional as being 
in violation o f both the commerce clause o f the United States Constitution and the equal protection clause of 
the 14th amendment o f the United States Constitution. K & L Distrib., Inc. v. Minkowski, 486 P.2d 351 
(Alaska 1971).

Quoted in Racine v. State, DOT &  Pub. Facilities, 663 P.2d 555 (Alaska 1983).
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S ta t e  C ap i to l  

J u n e a u .  A l a s k a  o o so t - t iS L ’

A l a s k a  S t a t u t e  0 4 . 2 1 . 0 1 0  ( c )

W h e n  th e  l iq u o r  law s  w e re  c o d i f ie d  in 1980, A S  0 4 .2 1 .0 1 0 (c )  w a s  e n a c te d  to read:

c )  A  m u n ic ip a l i ty  m a y  n o t  im p o se  tax es  on  a lcoho l  b e v e ra g e s  e x c e p t
(1) p ro p e r ty  tax es  on  a lcoh o l ic  b e v e ra g e  in v e n to r ie s ;  and
(2 )  s a le s  ta x e s  o n  a lc o h o l ic  b e v e r a g e  s a le s  ( e m p h a s is  a d d e d )

W h e n  the  leg is la tu re  re w ro te  T i t le  29  in 1985 (H o u se  Bill 4 2 ) ,  it a lso  a m e n d e d  
v a r io u s  o th e r  s ta tu te s ,  o n e  o f  w h ich  as A S  0 4 .2 1 .0 1 0 (c ) .  T h e  a m e n d m e n t  rev is in g  
A S  0 4 .2 1 .0 1 0 (c )  to read  as it d o e s  c u r re n t ly  w a s  f irs t d is c u s se d  a n d  a d o p te d  by 
the  S e n a te  F in a n c e  C o m m it te e .  It c h a n g e d  the s ta tu te  to read:

c )  A  m u n ic ip a l i ty  m a y  no t  im p o se  taxes  on  a lc oh o l  b e v e ra g e s  e x c ep t
(1) p ro p e r ty  ta x e s  o n  a lc oh o l ic  b e v e ra g e  in v e n to r ie s ;  and
(2 )  sa les  tuxes  on  a lc o h o l ic  b e v e ra g e  sa les  i f  s a le s  ta x e s  a r c  im p o s e d  

o n  o th e r  s a le s  w ith in  th e  m u n ic ip a l i ty ;  a n d
(3 ) s a le s  ta x e s  o n  a lc o h o l ic  b e v e r a g e s  s a le s  th a t  w e r e  in  e f f e c t  b e fo r e  

J u ly  1, 1 9 8 5 . ( e m p h a s is  ad d e d )

A t ta c h e d  a re  e x c e rp ts  tak en  f ro m  the S e n a te  F in a n c e  C o m m it te e  m in u te s  da ted  
M a y  7 a d  M a y  8, 1985, c o v e r in g  the  d is c u s s io n  o f  this a m e n d m e n t .
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Discussion Pertaining to 04.21.010(c) Presented to the Senate Finance Committee on May 7 and May 8,1985

Senator Eliason moved the amendment relating to sales taxes on alcoholic beverages. He 
explained that in 1980 the legislature restructured liquor bills (Title IV). Language contained in 
the proposed amendment was inadvertently dropped from the legislation at that time. 
Consequently, some communities instituted a sales tax on a single item-alcohol. The state 
totally regulates liquor, and last year effected a tax increase (in excise taxes?). The ability to tax 
alcoholic beverage sales should remain with state government. Communities retain the ability 
to vote on whether or not to go dry, and they may establish bar hours. Imposing a local tax 
upon a single industry is discriminatory, however, and should be discouraged.

Communitib (Craig, Juneau, and Kotzebue) which imposed a local sales tax on alcoholic 
beverages pi .or to July 1, 1985, will be grandfathered in and allowed to maintain the tax. The 
amendment would prohibit other communities from imposing a sales tax on alcoholic beverages 
alone. The intent is to treat all commodities equally.

Mr. Smith (Acting Commissioner, Dept, of Community & Regional Affairs) understood that the 
amendment would specify that a community could not set a higher tax for alcohol than for other 
commodities. Exemptions for prescriptions and other designated goods would not be affected. 
Co-chairman Faiks advised that the municipality of Anchorage currently has no sales tax. She 
understood that should the municipality wish to tax alcohol only, it would be prohibited from 
doing so under the proposed amendment.

TAMARA COOK, Deputy Director, Legal Services, Legislative Affairs Agency, advised that the 
amendment would not preclude the taxing of alcohol as long as some other commodity was also 
taxed. Aside from that, there is flexibility in terms of what items are taxed. If a municipality 
imposed a sales tax on anything other than alcohol, it would be free to include alcohol within its 
tax structure.

Senator Halford asked if all sales taxes require voter approval. Ms. Cook responded that they 
do and added that under existing law a municipality is only allowed to place a sales tax question 
on the ballot once a year. Senator Halford asked if the amendment would limit voters' rights to 
choose to tax alcoholic beverage sales.

Ms. Cook responded that the amendment would limit voter and municipal ability to impose a 
sales tax only on the sale of alcoholic beverages.

Senator Eliason requested that Senator Bill Ray testify concerning the background of the 
amendment, noting that it dates bacx to the day the alcohol code was revamped.

SENATOR BILL RAY advised that his expertise in the area of alcohol legislation commenced in 
1959 when he was appointed to the ABC Board. In 1980 Title IV was recodified. Senator Ray 
explained that originally there was no property tax on liquor inventory because license fees were 
returned to the municipality in lieu of property taxes. As time passed and enforcement problems 
arose, it was determined that license fees should be used strictly for enforcement.



Language which prohibits the limiting of sales taxes to alcohol alone was inadvertently dropped 
out of previous legislation when finalized in conference committee. It was never the intent of the 
conference committee to eliminate the language.

Senator Halford inquired about the effect of the proposed amendment. His understanding is 
that sales taxes cannot be imposed without a vote of the people. He noted that he felt 
differently about limitations on voters' power as opposed to limitations on municipal power.

Senator Ray believed it is discriminatory to "have an additional tax on anything-in other words 
select an additional tax on matches because they have a lot of fires in town." Senator Halford 
said, "We do, for example, allow boats to be taxed differently than houses." Someone living on 
a $200,000 boat pays a tonnage fee while someone who lives in a $200,000 house pays real 
property taxes at a substantially higher value.

Senator Eliason explained the only limitation being imposed upon local governments by the 
amendment relates to the fact that they cannot enact "a specific sales tax on a specific 
industry." The amendment says that if a municipality wants to tax liquor and something else, 
whatever that might be, that is all right. The intent is to keep municipalities from selecting an 
industry and taxing it and no one else. A ballot proposition which proposed a 10% tax on liquor 
and tobacco would not be in violation of amendment provisions. However, if the proposition 
read, "Shall we impose a 10% tax on tobacco, only," the municipality could not do so under 
provisions of the proposed amendment.

Senator Ray reiterated previous statements, advising that historically it was considered that 
additional revenues generated to the state through the sale of alcohol and license fees were 
sufficient and an inventory tax was not needed. Inherent problems later led to application of an 
inventory tax, and it was subsequently determined that it was acceptable to also levy a sales tax 
"if the sales tax was generated from everything else within the community." It is a policy 
question.

Senator Kerttula asked if the proposed amendment had been offered in the course of previous 
hearings on the bill before other legislative committees. Senator Ray explained that provisions 
contained within the amendment should earlier have been included in statute and were 
inadvertently omitted or perhaps left out of previous legislation by an attorney at Legislative 
Affairs who was proficient at "making things rhyme out and sound nice, irrespective of what it 
really did." The language in his mind might have seemed redundant. In response to 
restatement of Senator Kerttula's question, Senator Ray advised that to his knowledge the 
language contained within the amendment had not been proposed to other committees.

Senator Kerttula stated his understanding was that under the proposed provision a tax could be 
imposed by a municipality if two or more things were taxed. One commodity, however, cannot 
be selected for taxation. Senator Eliason concurred in the foregoing understanding, noting that 
the amendment attempts to avoid zeroing in on one specific industry for a specific tax.

SCOTT BURGESS, Executive Director, Alaska Municipal League, next came before committee.
He voiced opposition to Amendment No. 2 for the following reasons:

1. It reflects a policy issue that had not gone through the processes dealing with the bill.
2. It amends Title 4 rather than Title 29, the subject of the bill.
3. Local options should be maintained.



The issue raised by the amendment should be brought in separate legislation rather than 
tagged onto the instant bill. In terms of local options, all sales taxes must go before the voters 
and are imposed only at the will of the majority. Proposed taxes, whether they be on alcohol or 
anything else, would be voted for by the people.

As background, Mr. Burgess explained that discussion with the Juneau attorney involved on the 
technical committee for Title 29, indicates that there was a specific request during hearings and 
rewrite of Title 4 by alcoholism groups "to put that in there."
It appears to have been a conscious effort. In a concluding statement, Mr. Burgess advised that 
the Municipal League views the amendment as a new issue which is potentially controversial. 
The League opposes the amendment.

Senator Paul Fischer noted previous veto by the Governor and asked Mr. Burgess if he had 
talked to the Governor to determine whether Amendment No. 2 posed a critical problem. Mr. 
Burgess responded negatively, advising that due to the fact that the issue had only recently 
been raised, he had not had time to undertake a lot of research.

Senator Ferguson called for a vote on the question of adoption of AMENDMENT NO. 2.

Senator Kerttula advised of his understanding that the League seeks to "retain every option for 
a vote of the peop'e on decisions like this." Mr. Burgess replied affirmatively.

The concern is that a prohibition on introduction of sales tax on liquor specifically is something 
that was addressed in revisions to Title 4. The power of municipalities to issue sales tax is 
granted in Title 29. The issue of alcohol is dealt with in Title 4. The concern here is whether 
municipalities should have the right to have a tax on sales. The issue before committee through 
Amendment No. 2 is whether that sales tax should be limited. The major concern is the new 
policy.

Co-chairman Faiks reminded Mr. Burgess and others attending the meeting that "there is over 
ninety years of legislative experience sitting at this table." It would impossible for the committee 
not to look very closely at every bill before it.

JEFF SMITH, Acting Commissioner, Dept, of Community & Regional Affairs, next came before 
committee. He advised that following review of and staff discussion of the amendment, the 
department supports it.

Co-chairman Faiks called for a show of hands on adoption of Amendment No. 2. The vote 
showed Co-chairmen Faiks and Sackett and Senators Ferguson, Eliason, and Kerttula in favor.
No objection having been raised, AMENDMENT NO. 2 was ADOPTED.
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M u n i c i p a l i t i e s  I m p o s i n g  a  T a x  o n  A lc o h o l ic  B e v e r a g e s

Bethel:  5 %  a lcoho l tax  ( s a m e  %  as F ish , M V R T ,  &  g a m in g :  a lso  h as  3 %  b ed  tax)
C raig : 6 %  l iq u o r  tax  ( s a m e  %  as raw  fish tax)
D i l l in g h a m : 10%  l iq u o r  tax (sa m e  %  as bed  an d raw  fish; a lso  has  5 %  g a m in g  tax )
F a irb an k s :  5 %  a lcoh o l  tax (a lso  has  S%  bed  a n d  to b a c c o  tax)
Ju n e a u :  3 %  liq u o r  tax (a lso  h as  7%  bed  tax  and  6 7c a lcoh o l  tax)
K o tze b u e :  6 %  a lcoh o l  tax  ( s a m e  as b ed  tax)  not a  sa les  tax; paid  on  im p o r ta t io n
U n a la k le e t :  5 %  a lcoho l  tax (sa m e  as bed  tax)

M u n i c i p a l i t i e s  P r o h i b i t e d  f r o m  I m p o s i n g  a  S a le s  T a x  o n  A lc o h o l ic  B e v e r a g e s  
b e c a u s e  th e y  h a v e  n o  o t h e r  s a le s  ta x e s :

A k h io k
D e l ta  Ju n c t io n
K a c h e m a k
K u p re a n o f
N orth  S lo p e  B o ro u g h
Po rt  H e id e n
T a n a n a

A n v ik
E a g le
K a llag
M c G ra th
N o r th w e s t  A rc tic  Bor. 
Port  L ion s  
W h i te  M o u n ta in

C h u u lh b a lu k
E k w o k
K asaan
M c tla k a t la
N u la to
R u b y

C o f f m a n  C o v e  
H o u s to n  
K o y u k u k  
N e w  S tu y a h o k  
O ld  H a rb o r  
St. G e o rg e

M u n i c i p a l i t i e s  L i m i t e d  in  W h a t  S a le s  T a x  C o u ld  b e  I m p o s e d  o n  A lc o h o l ic  B e v e r a g e s
( M a x i m u m  A m o u n t s  l is ted  in p a r e n t h e s e s )

Akutan (1%)
Anderson (8%)
Bristol Bay Borough (6%) 
Cordova (6%)
False Pass (2%)
Homer (3.57c)
Kenai (3%)
King Cove (3%)
L a k e  &  Pen  B o r  (6 % ) 
N e w h a le n  (2 % )
Pelican (6%)
Sand Point (7%)
Sitka (67c)
Thom e Bay (3% )
Whiltier (3%)

Aleknagik (57c) 
Aniak (2)
Chignik (2%)
Denali Borough (77c) 
Fort Yukon (3%) 
Hoonah (57e)
Kenai Borough (2%) 
Klawock (6%)
L arsen  B ay  (3 % ) 
N o m e  (4 % ) 
Petersburg (6%) 
Saxman (3.5%) 
Skagway (8%) 
Unalaska (5%) 
Wrangell (77r)

Aleutians East Borough (27c) 
Atka (10%)
Clarks Point (5%)
Egegik (I7 r)
Galena (3%)Haines (4%) 
Hydaburg (47r)
Ketchikan (6%)
Kodiak (6%)
M a l-S u  B o ro u g h  (5 % ) 
Ouzinkie (3%)
Pilot Point (3%)
Seldovia (4.5%)
Soldotna (3%)
Valdez (6%)
Yakuial (47c)

Anchorage (15%) 
Betties (2%)
Cold Bay (8%)
Pbks Bor (87c) 
Haines Bor (5%) 
Kake (5%) 
Ketchikan Bor (4%) 
Kodiak Bor (5%) 
N e n a n a  (37c) 
Palmer (37c)
St. Paul (3%) 
Seward (4%) 
Tenakee Spr (6%) 
W asilla  (2%>)
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Juneau. Alaska 9980i-ns
SENATE BILL 347 

12-Mar-02
Impact on Individual Consumers of the Implementation of the Increased Excise Tax 

and a 5 percent Municipal Tax on the Sale of Alcoholic Beverages

Can of Can of Glass of Long Island
Bar/Restaurant Budweiser Heineken Wine Ice Tea

Cost $3.00 $3.50 $3.25 $7.00
Excise Tax $0.10 $0.10 $0.10 $0.10
5% Sales Tax $0.15 $0.18 $0.16 $0.35

Total $3.25 $3.78 $3.51 $7.45

D if f e r e n c e  in  c o s t  to  c o n s u m e r
o n e  d r in k $ 0 .2 5 $ 0 .2 S $ 0 .2 6 $ 0 .4 5

f o u r  d r in k s $ 1 .0 0 $ 1 .1 0 $ 1 .0 5 $ 1 .8 0
te n  d r in k s $ 2 .5 0 $ 2 .7 5 $ 2 .6 3 $ 4 .5 0

Liquor Store 6-Pack of 
Budweiser

Case of 
Budweiser

1.5 mL of 
Wine

5th of Jack 
Daniels

Cost $5.50 $17.00 $12.00 $19.83
Excise Tax Increase $0.60 $2.41 $1.01 $2.56
5% Sales Tax $0.28 $0.85 $0.60 $0.99

Total $6.38 $20.26 $13.61 $23.38

D if fe r e n c e  in  c o s t  to  c o n s u m e r $ 0 .8 8 $ 3 .2 6 $ 1 .6 1 $ 3 .5 5

Assumptions on Excises Tax Increase for Liquor Store Consumers
The excise tax on gallons of alcohol purchased by liquor stores would be proportionately applied to the 
individual items sold. For example:

The excise tax increase on a gallon beer is S1.07 (51.42 - .35) 
a 6-pack of beer is 72 ounces or .563 gallon 
$1.07 times .563 equals .60

Sonata Bill 347
Sonator Donley
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E x e c u t i v e  S u m m a r y

T h e  A l a s k a  C r im in a l  J u s t i c e  A s s e s s m e n t  C o m m is s io n  ( C J A C )  w a s  c re a te d  in  19 9 7  w h e n  the  

N a tio n a l  In s t i tu te  o f  C o r re c t io n s  se le c te d  the  S ta te  o f  A l a s k a  to  p a r t ic ip a te  in  th e  f e d e ra l ly - fu n d e d  

C r im in a l  Ju s t ice  S y s tem  P ro jec t .  T h e  G o v e rn o r ’s  C r im in a l  J u s t ic e  C a b i n e t 1 so u g h t  p a r t ic ip a t io n  in  

th e  p r o je c t  to  s tu d y  th e  p r o b le m  o f  p r is o n  o v e rc ro w d in g .  I ts  g o a l  w a s  to  b r in g  to g e th e r  

r e p re s e n ta t iv e s  f rom  a c ro s s  th e  c r im in a l  j u s t i c e  s y s te m  s p e c t ru m  a n d  m e m b e r s  o f  th e  p u b l ic  to  
p a r t ic ip a te  in  th e  re v ie w  a n d  to  c o l le c t iv e ly  d e v e lo p  r e c o m m e n d a t io n s  to  a l lev ia te  th e  p ro b le m .  

O n c e  A la s k a  w a s  a c c e p te d  in to  th e  p ro je c t ,  G o v e rn o r  T o n y  K n o w le s ,  C h i e f  J u s t i c e  W a r re n  
M a t th e w s ,  S e n a te  P re s id en t  M i k e  M i l le r ,  a n d  H o u s e  S p e a k e r  G a il  P h i l l i p s  a p p o in te d  th e  m e m b e r s  
o f  th e  C r im in a l  Ju s t ice  A s s e s s m e n t  C o m m is s io n .  A l l  th re e  b r a n c h e s  o f  g o v e r n m e n t  w e re  

rep re sen ted  o n  the  C o m m is s io n  a lo n g  w i th  a  n u m b e r  o f  o th e r  g r o u p s  a n d  in d iv id u a ls  w i th  in te re s ts  
in  c r im in a l  j u s t i c e  issues .

T h e  C o m m is s io n  b eg a n  m e e t i n g  in  J u ly  o f  1997. P a r t i c ip a n t s  i n c lu d e d  r e p r e s e n ta t iv e s  f ro m :  
A l a s k a ’s  S u p r e m e ,  S u p e r io r  a n d  D is t r ic t  C o u r ts ;  t h e  A l a s k a  C o u r t  S y s te m  a d m in is t r a t io n ;  the  
C r im in a l  Ju s t ic e  C abinet;  th e  P u b l ic  D e fe n d e r  A g e n c y ;  t h e  O ff ic e  o f  P u b l ic  A d v o c a c y ;  t h e  A la s k a  
S ta te  L eg is la tu re ;  th e  A la s k a  Ju d ic ia l  C o u ncil;  V ic t im s  fo r  Ju s t ice ;  th e  A la s k a  N a tiv e  J u s t ic e  C en ter ;  
a n d  the  s u b s ta n c e  a b u se  t r e a tm e n t  c o m m u n i ty .  T h e  C o m m is s i o n  u s e d  a  c o n s e n s u s  m o d e l  to  c a n y  
o u t  its w o r k  a n d  d e v e lo p  r e c o m m e n d a t io n s .

T h e  C o m m is s io n  c re a ted  f iv e  c o m m i t te e s  to c a n y  o u t  i ts  w o rk :

A lc o h o l  P o l i c y  C o m m it te e ;
D e c r im in a l iz in g  th e  M e n ta l ly  111 C o m m it te e ;
P re tr ia l  P ra c t ic e s  a n d  P ro c e d u re s  C o m m i t te e ;
P ro b a t io n  a n d  P a r o le  C o m m it te e ;  a n d  
S e n te n c in g  C o m m it te e .

C o m m i t t e e  m e m b e r s h ip  in c lu d e d  re p re se n ta t iv e s  o f  s ta te  a n d  loca l  a g e n c ie s ,  t r e a tm e n t  p ro v id e r s ,  
a n d  o th e r  in te re s ted  o rg an iza t io n s  a n d  ind iv id u a ls .  E a c h  c o m m i t te e  h e ld  r e g u la r  m e e t in g s  to  s tu d y  

is s u e s  a n d  g e n e ra te  r e c o m m e n d a t io n s  a n d  p ro p o s a l s  to  p r e s e n t  to  th e  C o m m is s io n .  T h e  
r e c o m m e n d a t io n s  a d o p te d  b y  th e  C o m m is s io n  a re  s u m m a r iz e d  b e lo w .

1 In 1995, Governor Knowles directed that a group o f his cabinet members meet on a regular basis for the 
purpose of coordinating efforts in the area of criminal justice planning. This group, consisting of the Attorney General 
and the Commissioners of the Departments o f Public Safety, Corrections, and Health and Social Services, is referred 
to as the Criminal Justice Cabinet.



C J A C  F i n a l  R e p o r t
P a g e  2____________

S u m m a r y  o f  C o m m i s s i o n ’s  R e c o m m e n d a t i o n s

T h e  C o m m is s i o n  a d d r e s s e d  a  b ro a d  sp e c t ru m  o f  c r im in a l  j u s t i c e  is su e s  a n d  a d o p te d  

r e c o m m e n d a t io n s  e m p h a s iz in g  th e  fo l lo w in g  a reas :

• In c re a se  fu n d s  a v a i la b le  to  state  a n d  local  g o v e rn m e n ts  fo r  su b s ta n c e  a b u s e  p r o g r a m s  
th ro u g h  in c re a s e d  t a x e s  o n  a lc o h o l  sa le s ;

• D e v e lo p  m e a s u r e s  to  r e d u c e  su b s ta n c e  a b u s e  r e la te d  c r im e ;

• E x p lo re  all a v a i l a b le  m e a n s  to  r e d u c e  th e  d i s p ro p o r t io n a te  n u m b e r s  o f  A l a s k a  
N a t iv e s  a n d  o th e r  m in o r i t ie s  th ro u g h o u t  th e  j u s t i c e  s y s te m ;

• T a k e  s t e p s  to  a d d r e s s  t h e  w e ll  o v e r  o n e - th i rd  o f  t h e  s t a t e ’s  p r i s o n  p o p u la t i o n  th a t  
su f fe rs  f r o m  m e n ta l  d isab i l i t ie s ;

• E n c o u r a g e  th e  p r o v i s io n  o f  a d e q u a te  t r e a tm e n t  b e d s ,  o u t-p a t i e n t  p r o g r a m s  a n d  
fo l lo w -u p  c a re  f o r  o f f e n d e r s  w i th  s u b s ta n c e  a b u s e ,  m e n ta l  h e a l th ,  s e x  o f f e n d e r  a n d  
o th e r  t re a tm e n t  n e e d s ;

■ D e v e lo p  n e w  p r o g r a m s  a n c  e x p a n d  the  u s e  o f  e x i s t in g  p r o g r a m s  th a t  d iv e r t  v a r io u s
ty p e s  o f  o f fe n d e rs  f r o m  t h e  ju s t i c e  s y s te m  th r o u g h  u s e  o f  a l te rn a t iv e  s a n c t io n s  s u c h  
as c o m m u n i ty  w o r k  se rv ic e  and  res ti tu t ion ,  a n d  th ro u g h  u se  o f  t re a tm e n t  a l te rn a t iv e s ;

M a k e  n e e d e d  s t a tu to r y  a n d  p o l ic y  c h a n g e s  to s t r e a m l in e  c r im in a l  j u s t i c e  p r o c e s s e s  
s u c h  a s  t h r o u g h  s t a t e w id e  s ta n d a rd iz a t io n  o f  v a r io u s  p ro c e d u re s ;

F in d  b e t te r  w a y s  to  a s s u re  tha t  m is d e m e a n o r  o f fe n d e rs  c o m p ly  w i th  c o u r t  o rd e r s  a n d  
c o n d i t io n s  to  b e t t e r  p r o te c t  the  p u b l ic  a n d  to  a id  r e h a b i l i t a t io n ;

• F in d  w a y s  to  m o r e  e f f e c t iv e ly  se rv e  c o m m u n i t i e s  s t a te w id e ,  e m p h a s iz in g  th e  n e e d  
fo r  c o o p e r a t io n  w i th  lo c a l  g o v e rn m e n ts  a n d  o th e r  o r g a n r  i t io n s ,  e sp e c ia l ly  in  ru ra l  
a n d  B u s h  a reas ;

• I m p r o v e  in t e ra g e n c y  c o .n m u n ic a t io n  a n d  p o l i c y - m a k in g  p ro c e d u re s ;

• E n c o u r a g e  a g e n c ie s  a n d  local g o v e rn m e n ts  to  in c o rp o ra te  p r in c ip le s  o f  r e s to r a t iv e  
ju s t i c e  - h o ld in g  o f f e n d e r s  a ccou n tab le  to  th e  v ic t im  a n d  c o m m u n i ty  - in to  p r o g r a m s  
a n d  p o l i c i e s  t h r o u g h o u t  the  c r im in a l  j u s t i c e  s y s te m  to th e  e x te n t  a p p ro p r ia te  a n d  
feas ib le .



to  e x p lo re  fu r th e r  the  p r in c ip le s  o f  r e s to ra t iv e  j u s t i c e  a n d  c o n t in u e  to  

im p le m e n t  p r o g r a m s  a n d  p o l ic ie s  t h a t  s u p p o r t  th e s e  p r in c ip le s .

A c tio n  N e e d e d :  M a y  re q u i re  a g e n c y  p o l i c y  c h a n g e s  o r  a c t io n  b u t  n o  
im m e d ia te  n e e d  f o r  fu n d in g .

I m p le m e n t in g  A g e n c ie s :  A l l  c r im in a l  j u s t i c e  s y s te m  a g e n c ie s .

5 . A p p r o p r i a t e  o r g a n i z a t i o n s  s h o u l d  e x p l o r e  a l l  a v a i l a b l e  m e a n s  to  r e d u c e  
t h e  d i s p r o p o r t i o n a t e  n u m b e r  o f  A l a s k a  N a t i v e s  a n d  o t h e r  m i n o r i t y  
o f f e n d e r s  a n d  v ic t im s  in  t h e  j u s t i c e  s y s te m .  T h e s e  e f f o r t s  s h o u l d  i n c l u d e  
i n c r e a s e d  r e l i a n c e  o n  lo c a l  j u s t i c e  i n i t i a t i v e s  a n d  t r e a t m e n t  p r o g r a m s .

G o a ls :  R e d u c e  th e  d is p ro p o r t io n a te  n u m b e r  o f  A la s k a  N a t i v e s  a n d  o th e r  
m in o r i ty  o f fe n d e rs  a n d  v ic t im s  in  th e  j u s t i c e  sy s te m .

C o m m e n ta r y :  T h e  C o m m is s io n ,  l ik e  m a n y  g r o u p s  b e fo re  it, is  c o n c e r n e d  

a b o u t  the  d isp ro p o r t io n a te  n u m b e r  o f  A la s k a  N a t iv e s  a n d  o th e r  m in o r i ty  
o f fe n d e rs  a n d  v ic t im s  in th e  j u s t i c e  s y s te m .  I t  b e l i e v e s  th a t  s ta te  a n d  lo c a l  
a g e n c ie s  a n d  o rg a n iz a t io n s  s h o u ld  w o r k  t o g e th e r  t o  r e d u c e  th e i r  

d isp ro p o r t io n a te  rep resen ta tion . M a n y  o f  th e  r e c o m m e n d a t io n s  in  th i s  repo r t ,  
s u c h  a s  th e  e x p a n s io n  o f  t re a tm e n t  p r o g ra m s ,  p a r t ic u la r ly  in  ru ra l  a n d  B u s h  
areas, b e t te r  e n fo rc e m e n t  o f  a lc o h o l  d is t r ib u t io n  law s ,  a n d  t h e  c o n s id e r a t io n  
o f  c u l tu ra l  r e le v a n c e  in t r e a tm e n t  p r o g r a m s ,  a re  in te n d e d  to  a d d r e s s  th i s  
p ro b le m  in  s o m e  m e asu re .  L o c a l  c o m m u n i t i e s  a n d  o rg a n iz a t io n s  s h o u ld  
p a r t ic ip a te  in  id e n t i fy in g  o th e r  m e a n s  o f  r e d u c in g  th e  d is p r o p o r t io n s  and  in 
im p le m e n t in g  th o s e  m e a n s .

A c t io n  N e e d e d :  M a y  re q u i re  a g e n c y  p o l ic y  c h a n g e s  o r  a c t io n  bu t  n o  
im m e d ia te  n e e d  fo r  fu n d in g .

I m p le m e n t in g  A g e n c ie s :  A l l  c r im in a l  j u s t i c e  s y s te m  a g e n c ie s ,  lo ca l
c o m m u n i t i e s  a n d  o rg an iza t io n s .

A l c o h o l  P o l i c y  C o m m i t t e e  R e c o m m e n d a t i o n s

1. T h e  C o m m i s s i o n  s u p p o r t s  a n  i n c r e a s e  in  t h e  s t a t e w i d e  e x c is e  t a x  o n  
a lc o h o l ic  b e v e r a g e s  b y  m e a s u r e s  s u c h  a s  I n i t i a t i v e  9 9 A T A X .



G o a ls :  T o  red u ce  c r im e  a n d  c h i ld  abu se ,  to  i n c r e a s e  p u b l ic  s a f e ty ,  a n d  to  

r e d u c e  c o s ts  o f  crim inal  ju s t i c e  sy s te m  a g e n c ie s .

C o m m e n ta r y :  T h e  C o m m is s io n  b e l iev es  th e  e x c is e  ta x  o n  a lc o h o l ic  

b ev e rag e s  sh o u ld  be  inc reased . S tu d ie s  s h o w  th a t  w h e n  th e  p r ic e  o f  a lc o h o l  

is  in c re a se d ,  th e  a m o u n t  o f  a lc o h o l  c o n s u m e d  b y  e v e ry  ty p e  o f  d r in k e r  

d e c re a se s .  A  dec rease  in  c o n s u m p t io n  r e d u c e s  th e  n u m b e r  o f  a lc o h o l -  

a s so c ia te d  p ro b le m s  -  v io le n t  c r im e ,  ch i ld  a b u s e ,  s e x u a l  a s s a u l t ,  su ic id e ,  

m o t o r  v e h ic le  fata l i ties ,  a n d  d ru n k -d r iv in g  -  a ll  o f  w h ic h  r e s u l t  in  i m m e n s e  
c o s ts  to  th e  state. A c c o rd in g  to  a  1989  e s t im a te  b y  th e  S ta te  O f f ic e  o f  
A lc o h o l is m  a nd  D rug  A b u se ,  the  s ta te  sp e n d s  $ 1 8 4 ,8 2 9 ,4 1 7  a n n u a l ly  in  c o s ts  

a s s o c ia te d  w i th  su b s ta n c e  ab u se .  In  1 99 9  d o l la r s ,  th a t  c o s t  is  n o w  
$ 2 4 5 ,8 2 3 ,1 2 5 .  A  tax  in c re a se  w o u ld  c o s t  n o th in g  to  im p le m e n t .  Y e t ,  i t  

c o u ld  p o ten tia l ly  reaiize g re a t  sav in g s  th ro u g h  a  re d u c t io n  in  c o s ts  a s so c ia te d  
w i th  a lc o h o l  abuse .

T a x e s  o n  a lc o h o l ic  b e v e ra g e s  h a v e  fa l len  b y  a lm o s t  75  p e r c e n t  s in c e  1961.

In  1961, th e  t a x  o n  the  a v e ra g e  a lc o h o l ic  d r in k  w a s  e q u iv a l e n t  to  $ 0 .4 7  in  

1 99 7  d o l la r s .  I n  1997, the  a v e ra g e  tax  o n  a n  a lc o h o l ic  d r in k  in  A l a s k a  w a s  
o n ly  $ 0 .1 3 .  T h e  leg is la tu re  h a s  n o t  in c rea se d  a lc o h o l  ta x e s  in  A l a s k a  s in c e  
19S3.

T h e  $ .2 5  p e r  d r in k  tax  in c re a se  p ro p o s e d  in  In i t ia t iv e  9 9 A T A X  w o u ld  
g en e ra te  $ 7 0  m illion  do llars  e a c h  y e a r  in  n e w  t a x  in c o m e .  A  p o r t i o n  o f  th is ,  
u s e d  w i th in  the  c on s ti tu t io n a l  l im its  f o r  s ta te  s p e n d in g ,  c o u ld  fu n d  
re h a b i l i ta t iv e  t re a tm e n t  p ro g ra m s  a n d  se rv ic e s  tha t ,  in  tu rn ,  w o u ld  le a d  to  
fu r th e r  sa v in g s  th ro ug h  d ecreased  rec id iv ism  and  d e c re a se d  d e m a n d  fo r  s ta te  
s e rv ices .

A c tio n  N e e d e d :  R e q u ire s  s u b s ta n t iv e  leg is la t io n  b u t  n o  n e w  fu n d in g .

I m p le m e n t in g  A g e n c ie s :  T h e  leg is la tu re  a n d  th e  D e p a r tm e n t  o f  R e v e n u e .

T h e  C o m m i s s i o n  support.*  l e g i s la t io n  a l l o w i n g  m u n i c i p a l i t i e s  to  t a x  
a l c o h o l i c  b e v e r a g e s  a t  a  r a  e i n d e p e n d e n t  o f  t h e  r a t e s  u s e d  f o r  o t h e r  
s a le s .

G o a ls :  T o  re d u c e  c r im e  a n d  c h i ld  abuse ,  to  in c re a se  p u b l ic  s a fe ty ,  a n d  to 
r e d u c e  c o s ts  o f  c r im in a l  j u s t i c e  s y s te m  a g e n c ie s .



C o m m e n ta r y :  U n d e r  p re s e n t  .A laska law , c i t ie s  m a y  n o t  i m p o s e  a  sa le s  tax  

o n  a lc o h o l  th a t  is  h ig h e r  th a n  t h e  ta x  im p o s e d  o n  th e  s a le  o f  a n y  o th e r  i tem . 

S e e  A S  4 .2 1 .0 1 0 (c ) .  P e rm i t t in g  c i t ie s  to e x e rc is e  th e i r  d i s c r e t io n  to  tax  

a lc o h o l ic  b e v e ra g e s  a t  a  r a te  d e t e r m in e d  by  the  c o m m u n i ty ,  i n d e p e n d e n t  o f  

th e  ta x e s  a s s e s s e d  o n  o th e r  sa le s ,  w o u ld  p ro d u c e  m a n y  o f  t h e  s a m e  b en e f i ts  

d e s c r ib e d  in  th e  c o m m e n ta r y  to  R e c o m m e n d a t i o n  B - l  a b o v e .

A c t io n  N e e d e d :  R e q u i r e s  s u b s t a n t iv e  leg is la t io n  b u t  n o  n e w  fu n d in g .

I m p le m e n t in g  A g e n c ie s :  T h e  l e g is la tu re  a n d  loca l  c o m m u n i t i e s .

T h e  l e g i s l a tu r e  s h o u l d  r e m o v e  t h e  s t a t u t o r y  c a p  a n d  i n c r e a s e  w h o l e s a l e  
l i c e n s e  fe e s  to  f u n d  i n c r e a s e d  e n f o r c e m e n t  o f  T i t l e  4  s t a t u t e s .

G o a l:  T o  p ro v id e  b e t te r  e n fo rc e m e n t  o f  law s  re g a rd in g  sa les  a n d  d is t r ib u t io n  
o f  a lc o h o l .

C o m m e n ta ry ):  E n fo rc e m e n t  o f  T i t le  4  l a w s  reg a rd in g  th e  sa le  a n d  d is t r ib u t io n  

o f  a lc o h o l  n e e d s  to  b e  m o r e  a g g re s s iv e .  M o r e  a g g r e s s iv e  e n f o r c e m e n t  
re q u i re s  a dd i t io n a l  f u n d in g  f o r  m o r e  e n fo rc e m e n t  p e r s o n n e l .  I n c r e a s i n g  th e  
r e v e n u e  g e n e ra te d  th r o u g h  l i c e n s e  fee s ,  w h ic h  a re  a l r e a d y  e a r m a r k e d  fo r  
l o c a l  e n f o r c e m e n t  o f  T i t le  4 ,  is  a n  a p p ro p r ia te  a n d  r e a s o n a b le  m e a n s  to 
g e n e ra te  a d d i t io n a l  r e v e n u e .

U n d e r  e x is t in g  la w ,  l iq u o r  w h o le s a le r s  p a y  a  l ic e n s in g  f e e  c a l c u la t e d  o n  th e  
a m o u n t  o f  s a le s  th a t  th e y  c o m p le te ,  u p  to  a s ta tu to ry  c a p  o f  $ 1 0 ,0 0 0  ( th e  

m a x i m u m  l ic e n se  fe e  c h a rg e d  to  a  w h o le s a le r  w h o  d is t r ib u te s  m o r e  th a n  
$ 1 ,0 0 0 ,0 0 0  o f  a lc o h o l ic  b e v e ra g e s . )  T h e  le g is la tu re  s h o u ld  r e m o v e  th e  c a p  
o n  th o s e  fee s .  A  w h o le s a le r  w h o  se l ls  $ 2 ,0 0 0 ,0 0 0  w o r th  o f  a lc o h o l ic  
b e v e r a g e s  s h o u ld  be  e x p e c te d  to  p a y  a  h ig h e r  l ic e n s in g  fe e  t h a n  s o m e o n e  

se l l in g  h a l f  tha t  a m o u n t .  I n c r e a s in g  th e  w h o le s a le  l iq u o r  l i c e n s e  f e e s  w o u ld  
g e n e r a te  a p p ro x im a te ly  $ 3 5 0 ,0 0 0  to  $ 5 0 0 ,0 0 0  in  n e w  re v e n u e .

A c t i o n  N e e d e d :  R e q u i r e s  s u b s t a n t iv e  leg is la t io n  b u t  n o  f u n d in g .

I m p le m e n t in g  A g e n c ie s :  T h e  le g is la tu re ,  the  D e p a r tm e n t  u f  R e v e n u e ,  a n d  
lo c a l  c o m m u n i t i e s .



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION
January 08, 2001

Senator Dave Donley 
Capitol Building, Room 508 
Juneau, A K  99801-1182

Dear Senator Donley:

W e lc o m e  b a c k  to  Ju n e au !  I a m  lo o k in g  fo rw ard  to w o r k in g  w i th  y o u  in  the  u p c o m in g  s e s s io n  as 
y o u  dea l  w i th  the  b u d g e t  a n d  is su es  a t  h an d .

W e  f ro m  the  A la s k a  S ta te  H o sp i ta l  and  N u r s in g  H o m e  A s s o c ia t io n  ( A S H N H A )  w ill  b e  v is i t in g  
w ith  y o u  in  the  n e a r  fu tu re  re g a rd in g  is su e s  th a t  a re  im p o r ta n t  to  the  h e a l th c a re  in d u s t ry  in 
A la sk a .  M a n y  o f  o u r  is su es  h a v e  b e e n  a ro u n d  fo r  s o m e  t im e  a n d  w e  w il l  b e  so l ic i t in g  s u p p o r t  fo r  
th o s e  a s  w e l l  a s  a  c o u p le  n e w  o n e s  th is  year .

F in a n c e  c o n t in u e s  to  be  o f  c o n c e r n  to o u r  h o sp i ta ls .  M e d ic a id  is a  b ig  p a r t  o f  the  b u d g e t  a n d  is 
a lw a y s  u n d e r  s c ru t in y  in t im e s  o f  b u d g e t  cu ts . W e  w il l  be p ro v id in g  y o u  w i th  in fo rm a t io n  to 
in d ica te  th e  n ec es s i ty  fo r  the  en t i re  a m o u n t .  T h e  ad d i t io n  o f  th e  C h i ld re n 's  H e a l th  I m p r o v e m e n t  
P ro g ra m  (C H IP )  a n d  p r e g n a n t  w o m e n  at th e  2 0 0 %  o f  p o v e r ty  level  to the  l is t  o f  th o s e  a v a i la b le  
fo r  s e rv ic e s  h as  b e e n  o f  g re a t  b e n e f i t  to  a d d i t io n a l  n u m b e r s  o f  A la s k a n s  w h o  w e re  w i th o u t  p r o p e r  
h ea lth ca re .

A l lo w in g  m u n ic ip a l i t ie s  to  v o te  o n  tax a t io n  o f  a lc oh o l  in th e i r  c o m m u n i t i e s  is a  m a jo r  c o n c e rn .  
P u b l ic  in e b r ia te s  c o n t in u e  to  be  a  rea l p ro b le m  for  o u r  h o sp i ta ls . . .m u n ic ip a l i t ie s  sh o u ld  be  
a l lo w e d  to a s k  the  p e o p le  i f  th e y  w a n t  to  a d d re s s  the  p r o b le m  in  th e i r  a re as  b y  ta x in g  th e m s e lv e s .
I b e l iev e  c o m m u n i t i e s  s h o u ld  h a v e  tha t  r ight! T h e  leg is la t io n  h as  p a s se d  th e  H o u s e  in the  last  
se s s io n  b u t  d id  n o t  p a s s  the  S e n a te .  In t im e s  o f  d e c re a s in g  re v e n u e  to  c o m m u n i t i e s ,  th e y  n e e d  to
h av e  to o ls  a v a i la b le  to  h e lp  th e m  a d d re s s  p ro b le m s  in th e i r  a reas .

A S H N H A  w ill  b e  h o ld in g  a  B o a rd  M e e t in g  the  first o f  F e b ru a iy  in  J u n e a u .  In  c o n ju n c t io n  w i th  
that,  w e  w ill  b e  h o s t in g  a  b re a k fa s t  a t the  B a r a n o f  on  F e b ru a ry  1 fo r  le g is la to rs  a n d  m e m b e r s .
W e  w i l l  h a v e  tw o  sh o r t  p re s e n ta t io n s  on  i te m s  tha t  a re  c ruc ia l  fo r  the  h e a l th c a re  in d u s try .  Y o u  
w ill  be  r e c e iv in g  a  fo rm a l  in v i ta t io n ,  bu t  I j u s t  w a n te d  to let y o u  k n o w  it is c o m in g .  P le a se  c o m e  
a n d  m e e t  y o u r  h o sp i ta l  a d m in is t ra to r .

A g a in ,  w e lc o m e  to  J u n e a u  a n d  I lo o k  fo rw ard  to  s e e in g  y o u  so o n . I f l  c a n  b e  o f  a s s i s ta n c e  to  y o u
as  y o u  a d d re s s  a n y  o f  th e se  is su es ,  p lease  let m e  k n o w .

P re s id e n t /C E O
4 2 6  M ain Street • Juneau , A K  99801 •  (907) 5 8 6 -1 7 9 0  • ' Fax (9 0 7 )  4 6 3 -3 5 7 3



ALASKA SYNOD ASSEMBLY RESOLUTION

TITLE: ALCOHOL USER ("EXCISE”) TAX

Whereas, alcohol abuse is rampant in the State of Alaska, and

Whereas, the social and economic costs of alcohol abuse exact a 
heavy price on the social fabric and in the economic wellbeing of 
Alaskan families and institutions, and

Whereas, the state excise tax on alcohol remains low and has not been 
raised since 1983, thereby making alcohol more readily available, 
particularly to young people, and

Whereas, there is a direct correlation between consumption rates and 
the price of alcohol, and

Whereas a small proportion of alcohol users in Alaska consume the 
major proportion of alcohol in Alaska and are therefore responsible 
for the majority of problems associated with alcohol abuse, and

Whereas, the State of Alaska finds itself increasingly in a situation 
where more revenue is needed to pay for economic and social costs of 
alcohol abuse,

Be it therefore resolved that the Alaska Synod of the Evangelical 
Lutheran Church in America, meeting in statewide assembly on June 
10, 2000, urge members of the 2001 Alaska Legislature to give strong 
consideration to legislation which would substantially increase the 
user fees (excise tax) on alcohol.

S u b m i t te d  b y  P a s to r  O b e d  N e lso n

Passed unanimously by the Alaska Synod— Evangelical Lutheran Church in America in Petersburg, 
Alaska, Ju n e  10,2000.



Finding the Answers to 
Tough Questions about 
Substance Abuse in Alaska
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A n  A l c o h o l  I n d e x  f o r  A l a s k a

Alaska has the second highest per capita aicohol consumption in the U.S.
Annual per capita alcohol consumption for ages 14 and over was 3.48 gallon in FY65.

The most recent annual rates are 2.64 gallons for FY97 and 2.51 gallons for FY98.
98 Alaska communities have voted to ban sale, importation or possession of alcohol.
Alaska has the highest alcohol related dealh rate - 11.2% compared to 5% nationally.

Alcohol is Implicated in 65% of suicide attempts.
Alcohol Is Implicated in C3% of child ebu3e investigations.
Alcohol is implicated in 60% of domestic violence reports.

Alcohol Is implicated in 63% of sexual assaults.
Alcohol is implicated in 42% of fatal automobile crashes.

Alcohol is Implicated in 45% of fatal fires.
Alcohol is implicated in 46% of homicides.

Alcohol is Implicated in 50% of hospital Emorgency Department visits.
A  National Institutes of Health study Indicates that the negative impacts associated with

alcohol abuse In Alaska cost more than $500 million per year.
Fetal Alcohol Syndrome (FAS) is the only 100% preventable birth defect.

Alaska has (he highest incidence of FAS in the nation: 4 times the national average.
The life-time coat of care for one FAS Infant Is about S1.4 million.

The last increase in the state exercise tax on alcohol occurred In 1983.
Current law prohibits communities from taxing alcohol sales at a higher rate than local coles tax.

40% of Alaskans do not drink alcohol.
Two-thirds of Alaskans who were required to complete the Alcohol Safety Action Program

did not reoffend in the three years following program completion.
Rural Alaska alcohol-related deaths are 7 times the national average.
The adult suldde rate In rural Alaska is 4 times tho national average.

The suicide rate among rural Alaska children i g  9 times the national average.
Up to 77% of tho seriously mentally ill inmates in the Deportment of Corrections have

co-occurring substance abuse disorders.
The majority of all arrestees in Alaska may need treatment for chemical dependency.

The number of women reporting alcohol consumption during pregnancy hos been cut in half since 1991.
Alcohol is the overwhelming drug of choice for Alaskans.

Statewide 12.6% of adults are estimated to be In need of treatment for alcohol dependency or nbuso.
About 0.3% of adults are estimated to Be In noed of treatment for drug dependency.

An additional 1.2% are in need of treatment for both alcohol and othordreg dependency.
3ou'c « :  S m  p. 2 0 , B

17

S o u rc e :  “ F in d in g  the  A n s w e r s  to  T o u g h  Q u e s t io n s  a b o u t  S u b s ta n c e  A b u s e  in A la s k a ,"  1999
A n n u a l  R ep o r t ,  S ta te  o f  A laska ,  A d v is o ry  B o ard  on  A lc o h o l i s m  a n d  D ru g  A b u se ,  p. 17.
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A L A S K A ' S  A L C O H O L  I N D E X
Year 2000

Enough alcoho l was so ld in A laska in FY99 to add up to  514 d rin ks fo r every man, 
woman and ch ild . T h a t’s based on an A laska popu la tion o f 627 ,0 0 0 and 

323 ,689 ,076 d rin ks o f beer, w ine o r sp ir its .
State o f Alaska, Departments o f Labor and Revenue.

A pp ro x im a te ly 30% o f Alaskan adults d o n 't d rin k .

The negative consequences o f alcoho l abuse generate costs to  the taxpaye r at abou t 77 
cents a d rin k . In Alaska, th a t means ju s t over 5249 m illio n In FY99.

NIAAA • “The Economic Cost o f A lcohol and Drug Abuse in the U.S."

The cu rre n t A laska excise ta x on a lcoho l has no t been changed 1 983 , even fo r inflation. 
Alaskans who d r in k pay a lit t le  over three cents ta x on a beer or 

a glass o f wine, and a litt le  ove r fo u r cents on a sho t o f hard liq uo r.
This raised abou t S 12 m illio n In state revenue in FY99,

State o f Alaska, Departm ent o f Revenue

You can do the math: S249 m illio n - 512 m illio n = a gap o f S5237 m illio n .

A laska ranks firs t among all sta tes in a lcoho l m o rta lity .
How Does Alaska Stack Up?

A laska 's a rres t rate fo r d riv in g under the in fluence (DUI) and 
A laska 's rate o f a lcoho l-re la ted veh ic le fa ta litie s 

are among the h ighes t In the na tion .
How Does Alaska Stack Up?

Substance Abuse amonq elders is a much b igge r prob lem than m os t peop le rea lize .
Up to 1 7% o f the o ld e r popu la tion abuse a lcoho l, 

p resc rip tion and non -p rescrip tion drugs,
NCOA/SAMHSA

Fifteen to 25 percen t o f people over 65 have s ign ifican t sym ptom s o f m en ta l Illness. 
Depression is frequen tly pa rt o f the prob lem . A lcoho l is a dep ressan t th a t can easily

make matte rs worse.
NCOA/SAMHSA

As many as h a lf o f peop le w ith serious mental illnesses deve lop a lcoho l 
o r o the r d rug prob lem s a t some po in t in th e ir lives.

Menta l Health: A Report of the Surgeon Ceneral

In many A laskan comm un itie s beer Is cheaper than m ilk , 
fru it ju ice o r brand name so ft d rin ks .

Nearly 60 ,000 Alaskans m isuse, abuse o r are add icted to a lcoho l. A bo u t 14 ,000 seek 
a lcoho l preven tion o r trea tm en t services in program s th a t receive sta te funds.
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The prevalence o f a lcoho l dependence and a lcoho l abuse in A laska is 
ju s t abou t tw ice the na tiona l average. Abou t 7% nationa lly , and nearly 14% fo r Alaska.

A laska has the h ighest Incidence o f Fetal A lcoho l Syndrome (FAS) in the world .
FAS is to ta lly preventab le . L ife tim e costs fo r an FAS b irth are at least 51 .4 m illio n .
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November 25, 2001

Fellow Alaskans:
For more than ten years we have had to rely on national norm estimates when we try to identify the 
economic costs o f alcohol and other drug abuse in Alaska. With a small grant from the Alaska Mental 
Health Trust Authority, the Advisory Board has been able to contract for a significant update o f the last 
Alaskan attempt at this effort, which occurred in 1989.
The accompanying study has been carefully prepared by the McDowell Group, a research-based 
consulting firm in Juneau and Anchorage. Their findings bring us the closest estimates we’ve ever had on 
just how expensive this problem is to our state and its residents.
Data collection is not easy when the problems and costs are spread across many parts o f  state government. 
The research team found many areas where Alaska specific data is not gathered. They did find the 
framework for this project in a major national study released by the National Institute on Alcohol Abuse 
and Alcoholism in 1998. It gave them a broad range o f national norms from which to work.

The economic consultants were able to make reasonable estimates using national norms when Alaska 
specific data was not available. They were able to make corrections for inflation and for Alaska’ s 
significantly higher health care costs. They remind us that Alaska’ s alcohol dependent and alcohol 
abusing population is twice the national average. National norms do not fully reflect costs in Alaska, and 
we need to be mindful o f that as we look at the total cost.
Now that the work is done, the study reveals that the economic costs o f alcohol and other drug abuse in 
Alaska are $614 million annually. About 45 percent is in direct costs to the state. About 55 percent is in 
negative impacts on Alaska’s economy due to productivity losses and traffic crashes. This is a 
remarkable threat to economic stability and healthy Alaskans and their communities.
We invite your careful review o f the study. I f  you have questions, please direct them to our Juneau office, 
465-8920 or I -888-464-8920. Additional copies o f the Executive Summary or the complete study are 
available upon request.

Sincerely,

A /u - c . 1 n  d '

Eric Tomasino, Chair
Advisory Board on Alcoholism and Drug Ahusc
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E x e c u t i v e  S u m m a r y

The Advisory Board on Alcoholism and Drug Abuse, through the Alaska 
Department of Health and Social Services, contracted with McDowell Group in April 
2001 to conduct a two-phase study on the economic costs of alcohol and other drug 
abuse in Alaska. Phase One of this study identified potential data sets needed lo 
estimate the economic cost of alcohol and other drug abuse in Alaska. Phase Two 
estimates the economic costs of alcohol and other drug abuse in Alaska. This report 
is the second phase of the two-phase study.
Alcohol and other drug abuse impacts the economy in many ways. Public safety, 
health care, and public assistance are among the areas impacted by alcohol and other 
drug abuse. The extent of these impacts is evident in the level of alcohol and other 
drug dependency and its associated cost on the Alaska economy. According lo a 
1998 study, 9.7 percent of Alaska's population is alcohol dependent (41,000 
residents), while 1.5 percent is other drug dependent (5,000 residents). The cost of 
this dependence to the Alaska economy is estimated to be $614 million during 1999. 
Alcohol abuse costs accounted for $453 million (74%). Other drug abuse costs were 
estimated at $161 million (26%). Costs by category include:
• $319 million from productivity losses.
• $146 million from criminal justice and protective services.
• $123 million from health care.
• $21 million from traffic crashes.
• $4 million from public assistance.

Percentage of Costs by Category Related to Alcohol and Other Drug Abuse in Alaska, 1999
Public Assistance (1%)

Traffic Crashes (3%)

Criminal Justice System & 
Protective Services (24%)

Productivity 
Losses (52%)
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More detailed study results for each cost category are presented below. Some of the 
economic benefits related to the manufacturing and sale of alcohol are also included.

Productivity Losses
Lost productivity occurs when alcohol and other drug abuse results in premature 
death, reduced efficiency of workers through physical or mental impairment, 
incarceration for criminal offense, and inpatient treatment or hospitalization. The 
reduced efficiency of employees, or premature death of Alaska residents, results in 
less production of goods and services, and is thus a cost to society.
Alcohol and other drug abuse in Alaska cost an estimated $319 million in lost 
productivity during 1999. Components of productivity losses and associated costs 
include:
• Premature death from alcohol and other drug abuse in Alaska resulted in an 

estimated $172 million in lost productivity in 1999. The annual average number 
of deaths from alcohol and other drug abuse between 1994 and 1998 was 224.

• Workers impaired by alcohol and other drug abuse had an estimated reduced 
productivity in Alaska of $110 million during 1999. This includes $100 million in 
alcohol-related impairment and $10 million in other drug-related impairment.

• Alaska costs from alcohol and other drug-related incarcerations totaled an 
estimated $29 million in lost productivity during 1999. During that period, 985 
inmate incarcerations were directly related to alcohol and other drug abuse.

• Lost productivity from Alaska residents receiving inpatient treatment for alcohol 
and other drug abuse cost an estimated $8 million in 1999.

Traffic Crashes
Alcohol and other drug abuse are a major cause of traffic crashes in Alaska. There 
were 1,058 traffic crashes in Alaska attributed to alcohol and other drug abuse 
during 1999. O f these crashes, 31 were fatal, 83 were major injury crashes, 388 were 
minor injury crashes, and 556 had property damage only. The estimated costs from 
these crashes were more than $21 million. Costs included:
• $8 million for legal costs.
• $9 million for insurance administration costs.
• $4 million for properly damage costs.
• $1 million for workplace costs.
Costs by traffic accident category in 1999 were more than $21 mil''on. These 
included:
• $12 million from major injuries.
• $4 million from fatalities.
• $4 million from minor injuries.
• $1 million from properly damage only.
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Criminal Ju s t ic e

Alcohol and other drug abuse contribute to crime and child abuse. In 1999, an 
estimated 17,100 arrests were attributed to alcohol and other drug abuse. During this 
same period, 32,360 Alaska residents were victims of alcohol and other drug abuse- 
related crimes. Costs attributed to crime-related alcohol and other drug abuse in the 
state were nearly $102 million during this period. Crime costs in 1999 included:
• $61 million for law enforcement.
• $29 million for corrections.
• $11 million for legal costs and court adjudication.
• $1 million for property damage.
Adult and child protective services attributed to alcohol and other drug abuse cost 
an estimated $44 million in Alaska during 1999. These costs include foster care 
services, adoption care services, residential care services, and social worker services.

Health Care
Health care costs attributed to alcohol and other drug abuse result from illnesses or 
injuries. Alcohol and other drug abuse can result in cirrhosis of the liver, 
hypertension, diabetes, or stomach cancer, to name just a few. Health care costs 
related to alcohol and other drug abuse totaled an estimated $123 million in 1999. 
Health care costs included'
• Hospital costs from illnesses and injuries were estimated at $53 million. Alcohol

abuse-related health care costs accounted for $48 million, while other drug 
abuse-related costs were $5 million.

• Alcohol and other drug residential and outpatient treatment costs were 
approximately $15 million.

• Total medical outpatient costs from illnesses and injuries totaled an estimated 
$15 million.

• Pharmaceutical costs were estimated at $9 million, while nursing home costs 
were $400,000.

• Total health care costs for FAS births rang* d from an estimated $21 million based 
on an incidence rate of 1.4 for every 1,000 live births to $42 million for an 
incidence rate of 2.8 for every 1,000 live births. Using these incidence rates, 
Alaska had an estimated range of FAS births of 14 to 28 in 1999.

• Medical care totaled $4 million for patients with other drug-related HIV and 111V 
with AIDS. Approximately 93 111V and 11IV with AIDS cases were attributed to 
intravenous drug abuse.

• Costs for medical treatment of hepatitis B and C caused by intravenous drug 
abuse was $5 million. Intravenous drug abuse contributed to 433 hepatitis B and 
C cases in Alaska in 1999.
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Public A ss i s t a n c e  an d  Social  Serv ices

A portion of public assistance expenditures can be attributed to alcohol and other 
drug abuse. Alcohol and other drug-dependent persons may qualify for public 
assistance because of reduced income, inability to hold a job, or disability caused by 
substance abuse. Costs attributed to abuse (program administration costs only) were 
an estimated $4 million in 1999.
Employment Impacts of Alcohol Sales
Although the focus of this study is centered on the cost of alcohol and other drug 
abuse, there are som. economic benefits associated with the sale of alcoholic 
beverages. These economic benefits include employment, income and tax revenues. 
In 1999, there were approximately 3,000 jobs in alcohol related industries in Alaska, 
with earnings of approximately $50 million. State excise tax revenue on alcoholic 
beverages, collected at the wholesale level, was approximately $12 million.

Actual Costs
It is critical the reader recognize that the alcohol and other drug-related costs 
presented in this study are estimates only. Actual costs could be 25 percent higher 
or lower than the total presented in this report. Very little underlying da*a exists 
regarding the monetary impact of alcohol and other drug abuse in Alaska. There is a 
clear need for more comprehensive research.
For this report, the McDowell Group study team used national dak. to estimate 
Alaska's alcohol and other drug abuse costs and then adjusted these costs for 
Alaska's higher cost of living. The study team relied heavily on a 1998 publication 
from the National Institute on Drug Abuse and National Institute on Alcohol Abuse 
and Alcoholism (NIDA/N1AAA), and a 1999 study for the Washington State 
Department of Social and Health Services, Division of Alcohol and Substance Abuse. 
As exhaustive and thorough as these studies are they do not address Alaska's higher 
alcohol rates or its higher cost of providing services. Alaska's alcohol-dependent 
population is double the national average, according to results of the Alaska Adult 
Household Telephone Survey conducted by the Gallup Organization. In addition, 
cost-of-living indicators published by American Chamber of Commerce Researchers 
Association (ACCRA) show Anchorage health care costs were 65 percent higher than 
the national average during 1999.
In nearly all cases, Alaska specific data were not available on the amount of crime, 
health and medical costs, lost production, and public assistance that can be 
attributed to alcohol and other drug abuse. Estimates rely on national norms based 
on tested methodologies. National norms are based on a lower prevalence of alcohol 
abuse and dependence than is the case in Alaska. Comprehensive development of 
Alaska specific data is recommended.
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P r o d u c t i v i t y  L o s s e s

Summary

Alcohol and other drug abuse cost Alaska an estimated $319 million in lost 
productivity during 1999. Lost productivity occurs when alcohol and other drug 
abuse results in premature death, reduced efficiency of workers through physical or 
mental impairnent, incarceration for criminal offense, ana residents requiring 
inpatient treatment or hospitalization. Overall, the reduced efficiency of employees 
or premature death of Alaska residents results in less production of goods and 
services, and thus is a cost to society. Figure 1 illustrates the sources of lost 
productivity in the Alaska economy.

Figure 1 Percent of Lost Productivity for Alaska from Alcohol and Other Drug Abuse in 1999

Dim in ished Production (34%)

Morta lity (54%)

A lcoho l-D rug Treatm ent (3%) 

Incarcera tion (9%)

• Premature death from alcohol and other drug abuse in Alaska resulted in an 
estimated $172 million in lost productivity in 1999. Males accounted for $143 
million in estimated losses and females, $29 million. An average of 224 deaths 
annually can be attributed to alcohol and other drug abuse between 1994 and 
1998. Total number of deaths from all causes in Alaska in 1998 was 2,579.
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• Alcohol and other drug abuse can impair worker performance resulting in lost 
productivity. An estimated 41,000 Alaska residents are alcohol dependent, 
resulting in reduced productivity of $100 million in 1999. Another 5,000 residents 
were other drug dependent resulting in $10 million in diminished productivity. 
The male population accounted for the largest portion of lost productivity at $92 
million, while estimates for productivity losses for females were $18 million.

• Of the 3,428 Alaska residents incarcerated for criminal acts, an estimated 985 
incarcerations can be attributed to alcohol and other drug abuse in 1999. Lost 
productivity was estimated at $29 million from incarceration of alcohol and other 
drug dependent inmates.

• Time spent by Alaska residents while receiving inpatient treatment for alcohol 
and other drug abuse resulted in $8 million in lost productivity in 1999. These 
figures do not measure actual cost of treatment.

Los t  Product ion  Due to Mortality

The largest cost to Alaska residents from alcohol and other drug abuse stems from 
productivity losses due to premature death. Death from alcohol and other drug 
abuse can resull from suicide, motor vehicle crashes, homicide, cirrhosis, diabetes, or 
other medical causes. From an economic point of view, an Alaska resident provides 
two types of production benefits. The first is i> the form of employment. By being 
employed, the resident is contributing to the overall benefit of Alaska society by 
producing goods and services. The second production benefit is from household 
services. An individual spends time caring for children, cleaning and maintaining a 
household like any wage and salary job, though that service is generally not 
compensated. Combined, these production losses contribute to the largest cost from 
alcohol and other drug abuse in Alaska.

M ethodology

To estimate productivity losses from premature death, McDowell Group relied on 
the same methodology used in the "The Economic Cosis of Alcohol and Drug Abuse 
in the United States -  1992" for the National Institute on Drug Abuse and National 
Institute on Alcohol Abuse and Alcoholism (NIDA/N1AAA) published in 1998. The 
research team first applied attribution factors by diagnosis supplied in the 1998 
N1DA/NIAAA study to annual deaths by diagnosis reported by Alaska Vital 
Statistics from 1994 lo 1998. Second, 1998 estimates of the present value of life 
earnings by age and gender were obtained from University of California Professor 
Dorothy Rice. These values are a combination o f earnings data and estimated value 
o f household services, which originate from U.S. Bureau of Census data. Finally, the 
number of deaths by age and gender attributed to alcohol and other drug abuse 
were multiplied by the appropriate present value of life earnings. Final estimates 
were adjusted by 5.4 percent to reflect the change in annual personal income from 
1994 to 1998 reported by the Bureau of Economic Analysis.
In summary, the value of an average person's lifetime productivity is estimated and, 
depending on their age at the time of premature death, lost productivity is 
measured.
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P r o d u c t i v i t y  L o s s e s

Summary

Alcohol and other drug abuse cost Alaska an estimated $319 million in lost 
productivity during 1999. Lost productivity occurs when alcohol and other drug 
abuse results in premature death, reduced efficiency of workers through physical or 
mental impairment, incarceration for criminal offense, and residents requiring 
inpatient treatment or hospitalization. Overall, the reduced efficiency of employees 
or premature death of Alaska residents results in less production of goods and 
services, and thus is a cost to society. Figure 1 illustrates the sources of lost 
productivity in the Alaska economy.

Figure 1
Percent o f Lost P roductiv ity  fo r A laska from 

A lcoho l and O ther Drug Abuse in 1999

• Premature death from alcohol and other drug abuse in Alaska resulted in an 
estimated $172 million in lost productivity in 1999. Males accounted for $143 
million in estimated losses and females, $29 million. An average of 224 deaths 
annually can be attributed to alcohol and other drug abuse between 1994 and
1998. Total number of deaths from all causes in Alaska in 1998 was 2,579.
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• Alcohol and other drug abuse can impair worker performance resulting in lost 
productivity. An estimated 41,000 Alaska residents are alcohol dependent, 
resulting in reduced productivity of $100 million in 1999. Another 5,000 residents 
were other drug dependent resulting in $10 million in diminished productivity. 
The male population accounted for the largest portion o f lost productivity at $92 
million, while estimates for productivity losses for females were $18 million.

• Of the 3,428 Alaska residents incarcerated for criminal acts, an estimated 985 
incarcerations can be attributed to alcohol and other drug abuse in 1999. Lost 
productivity was estimated at $29 million from incarceration of alcohol and other 
drug dependent inmates.

• Time spent by Alaska residents while receiving inpatient treatment for alcohol 
and other drug abuse resulted in $8 million in lost productivity in 1999. These 
figures do not measure actual cost of treatment.

Los t  Product ion  Due to Mortality

The largest cost to Alaska residents from alcohol and other drug abuse stems from 
productivity losses due to premature death. Death from alcohol and other drug 
abuse can result from suicide, motor vehicle crashes, homicide, cirrhosis, diabetes, or 
other medical causes. From an economic point of view, an Alaska resident provides 
two types of production benefits. The first is in the form o f employment. By being 
employed, the resident is contributing to the overall benefit of Alaska society by 
producing goods and services. The second production benefit is from household 
services. An individual spends time caring for children, cleaning and maintaining a 
household like any wage and salary job, though that service is generally not 
compensated. Combined, these production losses contribute to the largest cost from 
alcohol and other drug abuse in Alaska.

Methodology

To estimate productivity losses from premature death, McDowell Group relied on 
the same methodology used in the "The Economic Costs of Alcohol and Drug Abuse 
in the United States -  1992" for the National Institute on Drug Abuse and National 
Institute on Alcohol Abuse and Alcoholism (N1DA/NIAAA) published in 1998. The 
research team first applied attribution factors by diagnosis supplied in the 1998 
N IDA/N IAAA study to annual deaths by diagnosis reported by Alaska Vital 
Statistics from 1994 to 1998. Second, 1998 estimates of the present value o f life 
earnings by age and gender were obtained from University of California Professor 
Dorothy Rice. These values are a combination r , earnings data and estimated value 
of household services, which originate from U.S. Bureau of Census data. Finally, the 
number o f deaths by age and gender attributed to alcohol and other drug abuse 
were multiplied by the appropriate present value of life earnings. Final estimates 
were adjusted by 5.4 percent to reflect the change in annual personal income from 
1994 to 1998 reported by the Bureau of Economic Analysis.
In summary, the value of an average person's lifetime productivity is estimated and, 
depending on their age at the lime o f premature death, lost productivity is 
measured.
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It is important to note that this measure is not an estimate of "out-of-pocket" losses. 
Rather, it is a theoretical construct intended to reflect the fact that humans have the 
potential to be productive, and if life is cut short, society has suffered a loss of 
produclon potential.

Results

On average between 1994 and 1998, there were 224 deaths in Alaska due to alcohol 
and other drug abuse. Based on 1998 data, alcohol and other drug abuse accounted 
for approximately 9 percent of all the deaths in the state (in 1998 there were 2,579 
deaths from all causes).
A breakdown of deaths by age and gender is presented in Table 1. O f these deaths, 
63 were females and 162 were males. From 1994 to 1998 the largest number of deaths 
was between ages 40 to 44 for females (seven alcohol and other drug-related deaths) 
and ages 45 to 49 for males (18 alcohol and other drug-related deaths). Table 2 shows 
the number of alcohol and other drug-related deaths by diagnosis during this 
period. Suicide (36 deaths) and non-traffic crashes (35 deaths) were the major causes 
of premature death from alcohol and other drug abuse between 1994 and 1998.

Table 1
Average Annual Number o f Deaths A ttrib u te d  to  A lcoho l and 

O ther Drug Abuse by Age and Gender, 1994-1998

i! Age M ales
f

F em a le s
00-04 0 .2 0 .2
05-09 0 0
10-14 0.2 0
15-19 12.0 2 .5
20-24 13.4 2 .7
25-29 13.6 3 .2
30-34 14.2 5.4
35-39 16.2 5 .5
40-44 18.1 6 .7
45-49 18.1 5.3
50-54 9.7 3 .7
55-59 10.7 3 .7
60-64 8.8 3.8
65-69 8 .7 4 .6
70-74 7.1 3 .8
75-79 4.4 3.4
80-84 3 .6 3.1

85+ 2.7 5.2
Total 161.6 62.6

Source: Alaska Dopartmonl ol Vital Slalistics.
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Table 2
Average A nnual Num ber o f Deaths A ttribu ted  to  A lcoho l and 

O ther Drug Abuse by Diagnoses o r A cciden t, 1994-1998

b illness or Accident Average Deaths
Suicide and self-inflicted injury 36.3
Motor vehicle traffic and non-traffic crashes 34.9

Alcohol dependence syndrome 26.4
Homicide and injury purposely inflicted by other persons 21.1
Maliqnant neoplasm of esophagus 11.3
Cerebrovascular disease 9.5
Nondependent abuse of alcohol 8.6
Accidental drowninq and submersion 8.0
Accidental falls 7.2
Accidents caused by fires and flames 6.8
Other injuries and adverse effects 6.0
Maliqnant neoplasm of lip. oral cavity and pharynx 5.2
Cirrhosis of liver without mention of alcohol 4.9
Air and space transport accidents 4.7
Water transport accidents 4.5
Maliqnant neoplasm of stomach 4.0
Nondependent abuse of other drugs 4.0
Alcoholic cardiomyopathy 3.8

Accidental poisoning b / alcohol 3.6

Diabetes mellitus 3.0

Alcoholic psychoses 2.2
Pneumonia and influenza 2.2

Acute pancreatitis 1.8
Diseases of esophagus, stomach and duodenum 1.7
Alcoholic gastritis 0.6
Narcotics or hallucinogens affecting fetus or newborn 0.4

Respiratory tuberculosis 0.3
Essential hypertension 0.3

Chronic pancreatitis 0.2

Pedal cycle and other road vehicle accidents 0.1
Other chronic nonalcoholic liver damage 0.1
Total 223.8

Source: Alaska Vital Stalislics.
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Total economic loss from premature death of Alaska residents was $172 million 
during 1998. Table 3 presents estimated loss of productivity by age and gender. 
Males accounted for $143 million in lost productivity. Females accounted for $29 
million. Males age 35 to 39 accounted for $20 million in lost productivity, and 
females age 30 to 34 accounted for $5 million.

Table 3
M orta lity  Costs A ttribu ted  to  A lco h o l and O ther Drug Abuse by

Age and Gender, 1998
Males Females

Age (thousands of dollars) -(thousands ot dollars)

1-4 $205 $156
5-9 0 0

10-14 247 0
15-19 16,193 2,572
20-24 19,178 2,900
25-29 19,334 3,217
30-34 19,046 5,049
35-39 19,755 4,496
40-44 19,023 4,559
45-49 15,621 2,872
50-54 6,294 1,434
55-59 4,444 906
60-64 2,014 496
65-69 1,048 271
70-79 423 104
75-79 103 45
80-84 34 18

85 & over 8 7
Total $142,970 $29,102

Source: Alaska Vilal Statistics and interview with Dr. Dorothy Rico. University ot California.

Los t  P roduct ion  Due to Diminished Productivity
Alcohol and other drug abuse by Alaska residents results in reduced productivity. 
This loss can come in the form of high absenteeism, reduced efficiency from 
diminished physical and mental abilities, or limited work history because of the 
individual's inability to hold a job. Abuses of alcohol and other drugs may also 
impact a person's ability to be productive in non-employment related activities like 
household or parenting services. In extremely severe cases, abusers of alcohol and 
other drugs can be hospitalized or even institutionalized, in essence removing the 
individual from productive society entirely. These productivity losses from alcohol 
and other drug abuse have a significant cost burden to the residents of Alaska.
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Methodology

The primary method for estimating economic costs from diminished productivity 
was to measure lost earnings. The research team relied on estimates presented in the 
1998 NIDA/NIAAA study that determined the percent of lost earnings from alcohol 
and other drug dependence. In the study, the authors estimated the loss of earnings 
from alcohol-dependent males at 9.4 percent of average earnings and lost earnings 
from other drug dependent males at 7.7 percent of average earnings. Estimates on 
lost earnings for the female alcohol and other drug-dependent population came from 
the 1990 Rice study on the economic impacts of alcohol and other drug abuse. These 
estimates were used because the authors of the 1998 N IDA/N IAAA study found no 
impacts to female earnings from alcohol or other drug dependence. The 1990 study 
reports a reduction in earnings from alcohol dependence o f 6.9 percent and 5.4 
percent from other drug dependence.
To measure diminished productivity, the research team collected data from the 
Alaska Department of Labor and Workforce Development (ADOL) on earnings for 
males and females during 1999. Alaska males earned an average of $30,066 in 1999, 
while females earned $20,079. The research team then estimated the annual loss in 
earnings by multiplying the percent decline in earnings for alcohol or other drug 
dependence for each gender by the appropriate annual Alaska earnings for 1999. The 
loss in annual estimated earnings was then applied to the Alaska adult population.
Estimates on the population of Alaska who are alcohol and other drug dependent 
came from the Advisory Board on Alcoholism and Drug Abuse 1999 Annual Report. 
In the report, The Gallup Organization estimated the alcohol-dependent population 
was 9.7 percent for alcohol and 1.1 percent for other drugs.
Total costs from diminished productivity for male and females were calculated by 
multiplying lost earnings by the number of Alaskans who were alcohol and other 
drug dependent in 1999.

Results

In 1999, Alaska had approximately 41,000 alcohol-dependent and 5,000 other drug- 
dependent adult residents. O f those alcohol-dependent residents, 29,000 were males 
and 12,000 were females. The other drug-dependent population consists of 4,000 
adult males and 1,000 adult females. Table 4 presents computation figures for 
estimating diminished productivity from alcohol and other drug abuse.
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Table 4
P roductiv ity  Losses from  A lcoho l and 

O ther Drug Abuse by Gender, 1999

■ ■ . Alcohol Other Drugs
Males Females Males Femabs

Alaska population that is alcohol and 
other drug dependent 29.378 12,042 3,812 1,020
Annual average earnings lo r  Alaska in 
1999 $30,086 $20,079 $30,066 $20,079
Loss in productivity from alcohol and 
other drug dependence 9.4% 6.9% 7.7% 5.4%
Annual lost earnings from alcohol and 
other drug abuse $2,826 $1,385 $2,315 $1,084
Estimated productivity loss from 
alcohol and other drug abuse $83 million $17 million $9 million $1 million
Sources: Alaska Department ol Labor; 1999 Annual Report to State ot Alaska Advisory Board on Alcoholism and 
Drug Abuse; and The Economic Costs o t Alcohol and Drug Abuse in the United States- /55?(NIDA/NI AAA).

Based on the 1998 N IDA/NIAAA study, the typical Alaska male alcohol abuser cost 
society $2,826 annual in diminished productivity for alcohol. The typical male drug 
abuser cost society $1,385 in 1999. During that same period, the average female 
alcohol abuser cost society $2,315 in lost production, while the typical female drug 
abuser cost society $1,084. Total diminished productivity for Alaska from alcohol 
and other drug-dependent residents was an estimated $110 million. O f those adults 
with alcohol dependency, the largest portion was from the state's male population. 
An estimated $83 million in Mminished productivity was from males and another 
$17 million was from females. Diminished productivity from other drug dependence 
was estimated to cost the state economy $10 million, $9 million from males and $1 
million from females.

Los t  P roduct ion  Due to Incarceration

Another source of lost productivity for Alaska is from residents incarcerated because 
of alcohol and other drugs. Residents can be incarcerated for committing an alcohol 
or other drug related crime or from committing a crime while under the influence of 
alcohol or other drugs. An example o f an alcohol or other drug-related crime would 
be distributing alcohol without a license or selling illegal drugs. Sexual assault is an 
example of a crime committed under the influence, where alcohol or other drug use 
was a contributing factor. Without alcohol or other drugs, incarcerated Alaskans 
could be productive members of society producing goods and services. While 
incarcerated, these individuals are generally not employed and thus are not 
productive members of society. This loss in productivity can be measured by 
estimating lost earnings.
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Methodology

Estimates for lost productivity from incarcerations involved two steps. The first was 
lo determine the number of Alaska residents incarcerated due to alcohol or other 
drug-related crimes. The research team relied on national attribution rates published 
in the 1998 N IDA/N IAAA study. These rates are presented in Table 5. These 
national attribution rates are thought to be lower than incarceration rates for Alaska 
from alcohol and other drug abuse. However, no Alaska-specific research has been 
completed to verify this premise. Currently, only anecdotal information is available. 
It is speculated that alcohol and other drug abuse plays a role in 85 percent to 95 
percent of all incarcerations in Alaska.1

Table 5
A ttribu tion  Rates fo r A lcoho l and O ther Drug-Related Incarcerations

Alcohol Other Drug

Homicide 30.0%
Assault 30.0 5.1
Sexual assault 22.5 5.1
Robbery 3.4 27.2
Burglary 3.6 30.0
Larceny/theft 2.8 29.6
Auto theft 3.5 6.8
Druq laws 0.0 100.0
Driving under the influence 100.0 0.0
Liquor laws 100.0 0.0
iVostitution 0.0 12.8

Source: Tno Economic C osts o f Alcohol a n d  Drug A buse in tr, > U nited S ta tes -  /^^(NIDA/NIM A).

The second step was to estimate potential loss of earnings from incarceration. The 
research team assumed that persons incarcerated because of alcohc' and other drug 
abuse could be as productive as the general population. As shown above, ADOL 
indicates Alaska males earned $30,066 in 1999 and females earned $20,079. The 
earnings estimates were then applied to the alcohol and other drug-related 
incarcerated population for Alaska in 1999.

1 based on discussions With Sarah W illiams, Coord ina to r o f Substance Abuse Program, and Tori Corns, Staff D irector fo r 
the Alaska C rim ina l Justice Assessment Commission.
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Result s

There were 3,428 Alaska incarcerations for crimes of all types in 1999. Of these, 985 
incarcerations were attributed to alcohol and other drugs. Males accounted for most 
of the incarcerations from alcohol and other drugs at 919 in 1999, while females 
accounted for 66 incarcerations.
Table 6 presents Alaska incarcerations from alcohol abuse in 1999 by offense and 
gender. Sexual assault, assault, and homicide were the primary offenses committed. 
Based on attribution rates shown in Table 5, an estimated 133 sexual assaults, 130 
assaults, and 120 homicides were attributed to alcohol abuse. Drug law violations 
were the primary offense associated with other drug abuse at 164 incarcerations.

Table 6
A lcoho l and Other Drug-related Incarcerations in 

Alaska by Offense and Gender, 1999

I Alcohol Other Drug
Offense Females Males Females Males

Homicide 8 112 4 59
Assault 3 127 1 22
Sexual assault 1 132 0 30
Robbery 0 i 3 53
Burglary 0 4 0 35
Larceny/theft 0 2 5 22
Auto theft 0 1 0 3
Drug laws 0 0 13 151
Driving under the influence 14 78 0 0
Liquor laws 13 81 0 0
Prostitution 0 0 0 0
Total 40 544 26 375

Source: McDowell Group ba;.ed on Alaska Department ol Corrections dala and attribution trom The Economic Costs 
o f Alcohol a n d  Drug A buse in the United S ta tes -  /5W?(NIDA/NIAM).

Total lost productivity from incarcerations from alcohol and other drug abuse in 
Alaska was $29 million in 1999 Incarcerated males accounted for $28 million; 
females, $1 million.
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Los t  Product ion  Due to A lcoho l /O ther Drug Treatment

The final source of lost productivity included in this study is from Alaska residents 
receiving inpatient alcohol and other drug treatment. Treatment includes long-term 
residential treatment, short-term hospitalization, and detoxification. While receiving 
treatment for alcohol and other drug abuse, patients are not productive residents in 
the Alaska economy, so society loses the benefit o f their production of goods and 
services. This loss in productivity can be measured by estimating lost earnings.

M ethodology

Total bed days for residential and detoxification treatment centers were used to 
estimate lost productivity in 1999 from time spent while undergoing alcohol and 
other drug treatment.2 Total bed days were then converted to work years. Work 
years were multiplied by average 1999 earnings of $33,512 for all Alaskans, as 
reported by ADOL.

Results

There were 91,111 total bed days for alcohol and other drug abuse. These total bed 
days was equivalent to 250 work years. Overall, total lost production from inpatient 
treatment for alcohol and other drug abuse in 1999 was estimated at $8 million. This 
figure does not include lost productivity from residents receiving substance abuse 
treatment outside the state. Although the exact number of these individuals is 
unknown, it is estimated that much of the private residential treatment received by 
Alaskans occurs outside of the state.1

3 Source: Alaska Department o f t loa ltli and Social Services.
’ Source: F ind ing the Answers to Tough Questions About Substance Abuse in Alaska, 1W9 Annua l Report, Slate o f Alaska 
Adv iso ry Hoard on A lcoholism and D rug Abuse.
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T r a f f i c  C r a s h e s

Alcohol use is a major cause of traffic crashes in Alaska. In 1999, 1,058 traffic crashes 
were attributed to alcohol, costing an estimated $21 million. O f these crashes, 31 
were fatal injury crashes, 83 were major injury crashes, 388 were minor injury 
crashes, and 556 crashes had property damage only. According to the Alaska 
Department of Transportation and Public Facilities (ADOTPF), a traffic crash is 
alcohol-related under the following conditions:
• If the blood alcohol test given to the driver, pedestrian, pedal cyclists, or 

recreational vehicle operator was positive.
• If a police investigation indicated that alcohol consumption was a contributing 

factor.
• If a citation was issued for driving while under the influence of alcohol, driving 

with an open container of alcohol, or public drunkenness.
This chapter estimates of the economic cost to Alaska from alcohol-related traffic 
crashes during 1999.

M ethodology

To measure the cost of traffic crashes, the research team used two sources: State of 
Alaska 1999 alcohol-related traffic crash statistics from ADOTPF, and cost-per- 
accident data from the National Highway Traffic Safety Administration (NHSTA).'1 
Crash data was divided into four categories: property damage only, minor injury, 
major injury, and deaths. These categories were matched to the national data, which 
shows unit costs from motor vehicle crashes in eight categories. McDowell Group 
matched minor injuries reported by ADOTPF with Maximum Abbreviated Injury 
Scale (MAIS) Level 2, classified as minimum injuries in the NHTSA report. Major 
injuries were matched to MAIS Level 5, classified as critical injuries by NHTSA. No 
extrapolation is needed for the remaining categories, property damage only and 
fatalities, which are in each study. Unit costs related to traffic crashes from the 
NHTSA report are presented in Table 7.

Table 7. Unit Costs o f T raffic  Crashes in the U.S., 1994

Type of Cpst Fatal
, Major Injury 

(MAIS 5) '
Minor Injury 

(MAIS 2)
Property 

Damage Only
Insurance administration $28,646 $49,576 $3,481 $103
Workplace cost 7,489 7,049 217 44
Legal cost 60,766 45,919 136 0
Property damage 9,138 8,018 3,263 1,320
Total $106,039 $110,562 $7,097 $1,467

Sou ce: Thu Economic C ost o t Motor Vehicle Crashes. >994. NHSTA.

* The Economic Cost o f M otor Vehicle Crushes, 199-1. published by the National I lif’ lu v .iy T ra ffic Safety A dm in is tra tion 
(NHTSA).
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Other than knowing that other drugs are a contributing factor in traffic crashes, little 
is known about their significance, because only alcohol-related data is collected. In 
the NHTSA study, costs from traffic crashes are divided into separate expense 
categories. This includes medical costs, loss in productivity from mortality and 
morbidity, insurance administration costs, workplace costs, legal costs, and property 
damage costs. To avoid double counting, the research team estimated insurance 
administration costs, workplace, legal and property costs. Losses in productivity and 
medical costs are accounted for in other sections of the report.
Cost estimates for alcohol-related traffic crashes were adjusted to reflect changes in 
the Alaska cost-of-living and in U.S. prices from 1994 to 1999. Inflation was 
estimated using the U.S. consumer price index from the Bureau of Labor Statistics 
(BLS). U.S. inflation over this period was approximately 19 percent. The source for 
the cost-of-living data was the American Chamber o f Commerce Researchers 
Association (ACCRA). During 1999, Anchorage's cost-of-living was approximately 
22 percent higher than the average participating city in the American Chamber of 
Commerce.
Traffic accident statistics include ATV and snowmobile crashes on roadways, but 
DOTPF does not collect ATV and snowmobile crashes off roadways, such as rivers, 
lakes, and in the backcountry. Lost productivity and health care costs associated 
with alcohol-related ATV and snowmobile deaths or injuries are included in the cost 
estimates. Property damage is not included.

R esults

In 1999, 1,058 traffic crashes in Alaska were alcohol-related, about 7 percent of traffic 
crashes from all causes (14,691). However, the percentage of traffic fatalities caused 
by alcohol is much greater. About half of all U.S. fatal traffic crashes are caused by 
alcohol use (NHTSA, 1994). In Alaska, 44 percent of the 71 deaths from traffic 
crashes were attributed to alcohol in 1999. Figure 2 shows the number of alcohol- 
related crashes by category.
Alcohol related-traffic crashes in Alaska cost $21 million in 1999. Table 8 shows the 
cost of alcohol-related traffic crashes by severity and expense. Legal costs of $8 
million were the largest expense, followed by insurance administration costs at $9 
million. By crash category, major injuries accounted for the largest costs at $12 
million. Lost productivity associated with fatal crashes are not included in this 
estimate. (See chapter on Lost Productivity.) If these costs were included, the costs of 
alcohol-related traffic deaths would be far higher than other traffic crash categories.
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Figure 2 
Percent o f A lcohol-R elated Traffic  Crashes by Type in A laska, 1999

Minor Injury (37%)

Major Injury (8%)

Property Damage Only (52%)
Fatal (3%)

Source: Alaska Deparlmeni ol Transportation and Pub.ic Facilities.

Table 8
Num ber o f T raffic  Crashes and 

Total Cost o f A lcohol-Related Crashes in A laska, 1999

Number o f Traffic Crashes 
and Cost Type

Fatal Major
Injury

' Minor 
Injury

Property 
Damage Only

Total
Costs

Number of traffic crashes 31 83 388 556 -

Insurance administration cost 
(thousands of dollars) $1,189 $5,511 $1,809 $77 $8,585

Workplace cost 
(thousands of dollars) $311 $784 $113 $33 $1,240

Legal cost 
(thousands of dollars) $2,523 $5,104 $71 $0 $7,699

Property damage cost 
(thousands of dollars) $379 $891 $1,695 $983 $3,949

Total Costs 
(thousands of dollars) $4,402 $12,289 $3,688 $1,092 $21,476

Source: McDowell Group, basod on Alaska Department ol Transportation and Public Facilities data: and The Economic Cost o f 
Motor Vehicle Crushes. 1994, NHTSA, adjuslod lor tnllalion and cost ol livmg in Alaska
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C r i m i n a l  J u s t i c e  a n d  P r o t e c t i v e  S e r v i c e s

Alcohol and oilier drug abuse contribute to a majority of the criminal justice and 
protective services costs in Alaska. Combined, these costs totaled $146 million 
during 1999. Criminal justice costs accounted for $102 million in Alaska during
1999. These costs include police protection, legal and court services, and 
incarceration services. Child and adult protective services totaled $44 million in 
Alaska during 1999. Child protective services, the largest share of protective 
services, includes foster care, adoption care, residential care, and social worker 
services.

Criminal Just ice

Like all states in the U.S., Alaska suffers from alcohol and other drug abuse-related 
crime. Nationwide, 49 percent of 14,000 inmates surveyed reported they were under 
the influence of alcohol and other drugs at the time of the offense (NIDA/NIAAA, 
1998). In another study, it was reported that 2.5 million arrests were made in the U.S. 
for alcohol offenses, while another 1.5 million arrests were for other drug offenses 
(Schneider Institute for Health Policy, 2001).
In Alaska there were an estimated 17,104 arrests in 1999 that were attributed to 
alcohol and other drug abuse. During the same period, 32,360 Alaska residents were 
victims of alcohol and other drug abuse-related crimes. A ll combined, costs 
attributed to crime-related alcohol and other drug abuse in Alaska was $102 million 
during this period.
The focus of this section is to provide estimates on the economic costs of crime- 
related alcohol and other drug abuse for Alaska during 1999.

Methodology

To estimate (lie economic costs of alcohol and other drug abuse-related crime, the 
research team relied on a methodology similar to NIDA/NIAAA (1998) estimates. 
Five cost measurements were used: law enforcement, legal and adjudication, 
correction, victim property damage, and victim medical expenses. Within each 
category, crime-related attribution rates for alcohol and other drug abuse 
(NIDA/NIAAA, 1998) were applied to Alaska crime data. For enforcement and legal 
costs, arrest data from the Alaska Department of Public Safety was used. Inmate 
population by offense was used for correction cost estimates. Alaska population data 
from ADOL and victimization rates from the Bureau o f Justice Statistics were used to 
measure victim property damage and medical costs. In each case, Alaska-specific 
data by offense was multiplied by its associated attribute rale for alcohol and other 
drug abuse. Attribution rates, arrests, anti incarcerations related to alcohol and other 
drug abuse are presented in Tables 9 and 10. Victimization rates, victim numbers, 
and attribution rates related to alcohol and other drug abuse are shown in Table 11.
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Table 9
A rres t s  Attr ibuted to  Alcohol an d  O ther  Drug A b u s e  in Alaska,  1999

■ Percent Arrests Arrests Total
Percent Other Attributed to Attributed to Substance

Alaska Alcohol Drug Alcohol Other Drug Related
Type of Offense Arrests Related Related Abuse Abuse Arrests

Homicide 65 30.0% 15.8% 20 10 30
Aggravated assault 11,204 30.0% 5.1% 3,361 571 3.933
Sexual assault 529 22.5% 2.4% 119 13 132
Robbery 536 3.4% 27.2% 18 146 164
Burglary 3,633 3.6% 30.0% 131 1,090 1,221
Larceny/theft 15,703 2.8% 29.6% 440 4,648 5,088
Auto thelt 2,676 3.5% 6.8% 94 182 276
Driving under influence 4,560 100.0% 0.0% 4,560 0 4,560
Liquor laws 1,295 100.0% 0.0% 1,295 0 1,295
Stolen property 21 0.0% 15.1% 0 3 3
Prostitution 244 0.0% 12.8% 0 31 31
Drug laws 372 0.0% 100.0% 0 372 372
Total 40,838 10,037 7,067 17,104

Sourco: McDowell Group, based on allribulion ratos from The Economic C osts o t A lcohol an d  Drug A buse in the U nited S la tes -  1992 
(NIDA/NIAAA); and arrosl dala from Alaska Doparlmenl of Public Safely.

Table 10
Incarcera tions A ttribu ted  to A lcoho l and O ther Drug Abuse in A laska, 1999

Type of Offense

Alaska 
Inmates in 

1999’

Percent
Alcohol
Related

Percent
Other
Drug
Related

4

Incarcerations 
Attributed to 
Alcohol Abuse

Incarcerations 
Attributed to 
Other Drug 
Abuse

Total 
Incarcerations 
Related Alcohol 
and Other Drug 

Abuse
Homicide 398 30.0% 15.8% 119 83 182
Aggravated assault 435 30.0% 5.1% 131 22 153
Sexual assault 592 22.5% 2.4% 133 30 163
Robbery 207 3.4% 27.2% 7 56 63
Burglary 119 3.6% 30.0% 4 36 40
Larceny/theft 90 2.8% 29.6% O 27 29
Auto theft 44 3.5% 6.8% 2 3 5
Driving under 
influence 92 100.0% 0.0% 92 0 92
Liquor laws 94 100.0% 0.0% 94 0 94
Prostitution 0 0.0% 12.8% 0 0 0
Drug laws 164 0.0% 100.0% 0 164 164
Total 2,235 584 401 985

Source: McDowell Group, based on allribulion rales from The Economic C osts o t A lcohol and Drug A buse in tho U nited S ta tes -  199? 
(NIDA/NIAAA); and incarceration dala from Alaska Doparlmenl ol Corrections
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Table 11
Victimizations Attributed to Alcohol and Other Drug Abuse in Alaska, 1999

. Number of Number of Total Number of
Victimizations Victims Victims Victims

f pe*1,00D Percent Percent Attributed Attributed Attributed to
pejjfins age 12 Number of Alcohol Other Drug «o Alcohol to Other Substance

: Type ol Crime • *o r older Victims Related *■ Related Abuse Drug Abuse Abuse
Robbery 3.6 1.386 3.4% 27.2% 47 377 424

Assault 27 10.549 30.0% 5.1% 3,165 538 3.703

Personal larceny 15; .4 59.059 2.8% 29.6% 1.654 17.481 19.135

Burglary 34.1 13.129 3.6% 30.0% 473 3.939 4,411

Motor vehicle theft 10 3,850 3.5% 6.8% 135 262 397

Tota l 87,973 5,473 22,597 28,070
Source: McDowell Group, based on allribulion rales Irom The Economic CosL o t Alcohol and  Drug Abuse in the United States -  1992 
(NIDA/NIAAA); populalion data Irom Alaska Department ol Labor, and victimization rales Irom Bureau ol Justice Statistics.

A:; reported under Productivity Losses, crime rates attributed to alcohol and other 
drug abuse are thought to be higher in Alaska than the rest of the nation. Attribution 
rates from the N IDA/NIAAA (1998) study were used to estimate Alaska crime rates 
related to substance abuse, because no Alaska-specific data is currently available to 
support this premise,
To measure criminal costs attributed to alcohol and other drug abuse, the research 
team used N IDA/N IAAA (1998) data. After adjusting for inflation and cost-of- 
living, law enforcement costs per arrest were $3,576, while legal costs were $912 per 
arrest. Incarcerations per inmate were $29,593. Legal costs, which are an average of 
driving under the influence, liquor laws, and public drunkenness, were $55 per 
arrest. Property damage and medical costs per victim by crime type are presented in 
Table 12. The final step was to multiply the number of arrests, incarcerations, and 
number of victims related to alcohol and other drug abuse by their associated unit 
cost.

Table 12
Property Damage and Medical Expenses per V ictim , 1999

Type of Crime
Properly Damage. * 

Expenses per Victim
Medical 

Expenses per Victim
Robbery 1 $24 $6
Assault 41 294

Rape - 39
personal larceny 32 •

Burglary 52 -

Motor vehicle theft 145 -

Sourco: Buroau ol Justice Statistics

As noted above, costs were adjusted to reflect changes in U.S. prices from 1992 to 
1999 and cost-of-living in Alaska. Using U.S. consumer price index from BLS, costs 
were inflated approximately 19 percent. Cost estimates were also adjusted by 22 
percent to reflect Alaska's higher cost-of-living. To adjust for Alaska's nigh medical 
costs, medical expenses for victims were increased by 65 percent. Source for the cost- 
of-living data was ACCRA.
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A d d i t io n a l  cos ts  f ro m  los t  p ro d u c t iv i ty  d u e  to  in c a rc e ra t io n  a re  p re s e n te d  in  the  
P ro d u c t iv i ty  L osses  c h a p t e r  to a v o id  d o u b le  c o u n t in g .  In m a te s  a re  g e n e ra l ly  n o t  
e m p lo y e d  w h i le  in c a rc e ra te d ,  so  so c ie ty  loses  th e  b en e f i t  o f  th e i r  p r o d u c t io n  of 
g o o d s  a n d  services.

D r u g  traffic con tro l  cos ts  w e re  n o t  in c lu d e d  in  th is  rep o r t .  T h e  U.S. b u d g e t  in  1999 
for d r u g  traffic  co n tro l  w a s  $17  b il lion . S o m e  p o r t io n  o f  th is  m o n e y  w a s  s p e n t  in 
A la sk a  for d r u g  in te rd ic t io n ,  in te rn a t io n a l  in te l l igence , re sea rch ,  a n d  a n u m b e r  of 
o th e r  d r u g - r e la te d  ac tiv it ies .  H o w e v e r ,  spec if ic  in f o rm a t io n  o n  A la s k a 's  p o r t io n  of 
th is  b u d g e t  is n o t  available .

Results

In  A lask a  17,104 a r re s ts  a n d  985 inca rce ra t io n s  w e re  a l t r ib u '  i  to  a lcoho l a n d  o th e r  
d r u g  a b u se  in  1999. O f  the  17,104 arrests , 10,037 c r im es  w e re  re la ted  to a lcohol abuse , 
w h i le  o th e r  d r u g  a b u se  a c c o u n te d  fo r  7,067 c r im es . A m o n g  inc a rce ra t io n s ,  584 w e re  
a lcoho l-re la ted  a n d  401 w e re  o th e r  d ru g - re la ted .

A la sk a  a lso  h a d  an  e s t im a te d  32,360 re s id e n ts  w h o  w e r e  v ic t im s  o f  a lcoho l o r  o th e r  
d r u g  a b u se - re la te d  c r im es .  T h e  n u m b e r  o f  v ic t im s  w h o  h a d  p r o p e r ty  d a m a g e  w a s  
28,070, w h ile  tho se  re q u i r in g  m ed ica l  h e lp  w e re  4,290.

F ig u re  3 s h o w s  the d is t r ib u t io n  o f  a lcohol a n d  o th e r  d ru g - re la te d  c r im e  b y  cost. Total 
cos ts  fo r  A la sk a  s u b s ta n c e  ab u se - re la ted  c r im e  w e re  $102 m ill ion  in 1999. T he  la rges t  
e x p e n s e  w a s  law  e n fo r c e m e n t  at $61 m ill ion , fo l lo w e d  b y  c o r re c t io n  cos ts  a t  $29 
m ill ion  a n d  legal costs  a t  $11 m ill ion . P ro p e r ty  d a m a g e  a n d  m ed ica l  cos ts  to v ic t im s  
e a c h  to ta led  $1 m ill ion . M ed ica l  cos ts  w e re  re p o r te d  in th is  c h a p t e r  fo r  refe rence , 
b u t  w e r e  no t  a d d e d  to to ta l c r im e - re la te d  cos ts  to a v o id  d o u b le  c o u n t in g .  M ed ica l  
cos ts  a re  in c lu d ed  in the  H e a l th  C a re  chap te r .

T ab le  13 p re s e n ts  law  e n fo rc e m e n t  costs  f ro m  a lcoho l a n d  o th e r  d ru g - re l a te d  c r im e  
fo r  A lask a  d u r i n g  1999. L a rcen y  a n d  theft a c c o u n te d  for the  la rg es t  e x p e n s e  a t  $18 
m ill ion .  D r iv in g  u n d e r  th e  in f lu en ce  a c c o u n te d  for $16 m ill ion  a n d  a s s a u l t  for $14 
m ill ion .

Legal cos ts  f ro m  alcoho l a n d  o th e r  d ru g - re l a te d  c r im e s  for A la s k a  d u r i n g  1999 a re  
p r e s e n te d  in T ab le  14. L a rcen y  a n d  theft w e r e  the  la rg es t  e x p e n s e  a t  $5 m ill ion  
d o l la rs .  A ssau l t  w as  $4 million.

A m o n g  A la s k a  in c a rc e ra t io n  co s ts  in 1999, c o s t s  fo r  h o m ic id e  a n d  d r u g  la w  
o f f e n d e rs  a re  h ig h es t  at $5 m ill ion  total for each  ca tego ry . A ssa u l t  a n d  sex u a l  assau lt ,  
e a c h  a t  $4 m i l l io n ,  w e r e  th i r d  a n d  fo u r th ,  r e s p e c t iv e ly .  T a b le  15 p r e s e  its 
inca rce ra t ion  costs for A lask a  d u r in g  1999 by offense.
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• Figure 3
Distribution of Criminal Justice Costs Attributed to
Alcohol and Other Drug Abuse in Alaska, 1999

Table 13
Law Enforcement Costs Attributed to 

Alcohol and Other Drug Abuse by Offense in Alaska, 1999
(thousands o f do lla rs)

1 , 1 1 n
. T y p e  o f  O f f e n s e A l c o h o l - R e la t e d

O th e r  D ru g - 
R e la t e d T o t a l

Homicide 570 $37 $106
Aggravated assault 12,021 2,044 14,064
Sexual assault 426 45 471
Robbery 65 521 587
Burglary 468 3,898 4,366
Larceny/theft 1.572 16,623 18,196
Auto theft 335 651 986
Driving under influence 16,308 0 16,308
Liquor laws 4.631 0 4,631
Stolen property 0 11 11
Prostitution 0 112 112
Drug laws 0 1,330 1,330
T o t a l $35,896 $25,273 $61,169
Sourco: McDowell Group, based on allribulion rales Irom The Econom ic C osts o l A lcohol a n d  Drug A bu so  in  th e  U nited S ta te s -  1992 
(NIDA/NIAAA); and arrost dala Irom Alaska Doparlmenl o l Public Safely.
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Table 14
Legal and Adjudication Costs Attributed to 

Alcohol and Other Drug Abuse by Offense in Alaska, 1999
( th o u san d s  of dollars)

I T y p e  o f O f f e n s e , A lc o b o l - R p la t e d  ' • O t h e r  D r u g - R e la t e d T o t a l
Homicide $18 $9 $27
Aqgravated assault 3,064 521 3,585
Sexual assault 109 12 120
Robbery 17 133 150
Burglary 119 994 1,113
Larceny/theft 401 4,237 4,638
Auto theft 85 166 251
Driving under influence 249 0 249
Liquor laws 71 0 71
Stolen property 0 3 3
Prostitution 0 28 28
Drug laws 0 339 339
Total $4,133 $6,442 $10,575
Source: McDowell Group, based on allribulion rates from The Econom ic C osts a t A lcohol a n d  Drug A b u se  in  th e  U nited S ta te s  
-  1993 (NIDA/NIAAA); and arrost dala Irom Alaska Department ol Public Safety.

Table 15 
Incarceration Costs Attributed to 

Alcohol and Other Drug Abuse by Offense in Alaska, 1999 
( th o u sa n d s  of dollars)

i T y p e  o f O f f e n s e A l c o h o l - R e la t e d  ' 6 t h e r  D r u g - R e la t e d T o t a l
Homicide $3,533 $1,861 $5,394
Aqgravated assault 3,862 657 4,518
Sexual assault 3,942 420 4,362
Robbery 208 1,666 1,874
Burglary 127 1,056 1,183
Larceny/theft 75 788 863
Auto theft 46 89 134
Drivinq under influence 2,723 0 2,723
Liquor laws 2,782 0 2,782
Prostitution 0 0 0
Druq laws 0 4,853 4,853
Total $17,296 $11,391 $28,687

Source: McDowoll Group, basod on attribution rates Irom The Econom ic C o sts o t A lcohol a n d  Drug A buso  in  th e  U n ited S ta tes 
-  1992 (NIDA/NIAAA); and incarceration data Irom Alaska Department ol Corrections.
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Protective Services

\ l c o h o l  a n d  o th e r  d r u g  a b u s e  is a  p r im a r y  c o n t r ib u to r  to ch i ld  a b u s e  a n d  n eg lec t  
rases  in A la sk a .  In  a s tu d y  c o m p le t e d  b y  th e  N a t io n a l  C e n te r  o n  A d d ic t io n  a n d  
S u b s ta n c e  A b u s e  a t C o lu m b ia  U n iv e rs i ty  in 1999, it  w a s  f o u n d  th a t  p a re n ts  w e re  
tn re e  t im es  m o re  likely  to a b u se  th e ir  c h i ld re n  a n d  fo u r  t im e s  m o re  likely to neg lec t 
th e i r  c h i ld r e n  if th e  p a r e n t s  w e r e  s u b s t a n c e  a b u s e r s .  In  t h a t  s a m e  s t u d y ,  
a p p ro x im a te ly  s e v e n  o u t  o f  ten  a b u s e d  o r  n eg lec ted  c h i ld re n  n a t io n w id e  a re  l inked  
to p a re n ts  w h o  a b u s e  alcohol a n d  o th e r  d ru g s .  In  a s t u d y  c o m p le te d  by the  A laska , 
D e p a r tm e n t  o f  H e a l th  a n d  Social Serv ices ,  D iv is io n  o f  A lc o h o l  a n d  D r u g  A b u s e  
(D A D A ), a p p r o x im a te ly  81 p e rc e n t  o f  all D iv is io n  o f  F a m ily  a n d  Y o u th  Serv ices  
(DFYS) rep o r ts  o f  ch ild  a b u se  in v o lv ed  a lcohol a n d  d r u g  abuse .

Methodology

C u rre n t ly ,  th e re  is n o  accu ra te  m e a s u r e  o f  the  cos t  to  A la s k a  f ro m  ch i ld  a b u s e  a n d  
n eg lec t  c a u se d  by  a lcoho l a n d  o th e r  d r u g  a b u se .  T o  o v e rc o m e  th is  sho r tfa l l ,  the  
re sea rch  tea m  re l ied  on  the  D A D A  child  a b u s e  e s t im a te  a n d  a s s u m e d  tha t  81 pe rce n t  
o f  ch i ld  p ro te c t iv e  se rv ices  w e re  a t t r ib u te d  to a lcoho l a n d  o th e r  d r u g  ab u se .  T hese  
se rv ice s  in c lu d e  DFYS fos te r  care , a d o p t io n  care, r e s id e n t ia l  care , a n d  socia l w o rk  
care . In a d d i t io n ,  the  Office o f  P u b l ic  A d v o c a c y  (O P A )  p r o v i d e s  ch i ld  p ro te c t iv e  
se rv ices .  T h e ir  to ta l FY2001 b u d g e t  w a s  $9.7 m ill ion . U n fo r tu n a te ly ,  O P A  w a s  no t 
a b le  to  p r o v i d e  th e  p o r t io n  o f  th e i r  b u d g e t  th a t  is a t t r i b u te d  to c h i ld  p ro te c t iv e  
services .

A d u l t  p ro te c t iv e  s e rv ic e  cos ts  d u r i n g  1999 w e r e  p r o v i d e d  b y  D iv is io n  o f  S en io r  
Services, D e p a r tm e n t  o f  A dm in is t ra t io n .

Results

T ota l  cos ts  fo r  c h i ld  p ro te c t iv e  s e rv ice s  in  A la sk a  d u r i n g  1999 w e r e  $44 m ill ion . 
Social w o r k  acc o u n te d  for the  la rg es t  ex p e n s e  a t  $16 m ill ion . O th e r  ex p e n s e s  in c lu d e  
$12 m ill ion  for fo s te r  ca re  services , $10 m ill ion  for re s id en t ia l  serv ices , a n d  $6 m ill ion  
fo r  a d o p t io n  se rv ices .  A d u l t  p ro te c t iv e  ca re  se rv ic e s  w e r e  e s t im a te d  a t  $103,000 
d u r in g  1999.

' Final Report of the Alaska Criminal Justice Assessment Commission, M.iy 2000, published by the Alaska Judicial Council. 
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H e a l t h  Ca r e

I l lness  a n d  in ju r ie s  s t e m m in g  f ro m  a lcoho l a n d  o th e r  d r u g  a b u s e  h a v e  s ig n if ican t 
h e a l th  costs. In  A laska , h ea l th  care  costs re la ted  to  a lcoho l a n d  o th e r  d r u g  a b u se  a re  
e s t im a te d  a t  $123 m ill ion . A lcoho l a n d  o th e r  d r u g - re la te d  i l lnesses  o r  in ju ries  ran g e  
f ro m  a c u te  to chronic . A c u te  il lness in c lu d es  a lcoho l p o iso n in g ,  w h i le  ch ro n ic  illness 
c o u ld  b e  c ir rhos is  o f  the  liver. In a d d i t io n ,  p ro lo n g e d  alcohol a n d  o th e r  d r u g  a b u s e  
c o u ld  in c re a s e  th e  c h a n c e  o f  o th e r  i l ln e s se s  s u c h  a s  h y p e r te n s i o n ,  d ia b e te s ,  o r  
s to m a c h  cancer.

T h is  c h a p te r  e s t im a te s  h e a l th  ca re  costs  re la ted  to  a lcoho l a n d  o th e r  d r u g  a b u s e  in 
A la sk a  d u r i n g  1999. H e a l th  ca re  costs  a re  p r e s e n te d  fo r  th e  fo l lo w in g  ca tego ries :  
h o s p i t a l ,  o u t p a t i e n t ,  p r e s c r ip t io n  d r u g s ,  n u r s i n g  h o m e  s e rv ic e s ,  fe ta l a lc o h o l  
s y n d r o m e  (FAS), HIV, a n d  h epa t i t is  B a n d  C.

Figure 4
Distribution of Health Care Costs Related to

• H o sp i ta l  costs  from  alcohol a n d  o th e r  d r u g  a b u se - re la te d  in ju r ies  a n d  il lnesses in 
A lask a  a re  e s t im a te d  at $53 m ill ion  in 1999. A lcoho l a b u se - re la te d  h o sp i ta l  care  
fo r  m e d ic a l  il lnesses  a n d  in ju r ie s  co s ts  a c c o u n te d  fo r  $48 m ill ion , w h i le  o th e r  
d r u g  abuse -re la ted  costs  w e re  $5 million.

• A lcoho l a n d  o th e r  d r u g  in re s id e n t  a n d  o u t p a t i e n t  t r e a tm e n t  cos ts  f rom  s ta te  
so u rc e s  w e re  ap p ro x im a te ly  $15 million.

• T o ta l m ed ica l  o u tp a t ie n t  v is its  from  alcoho l a n d  o th e r  d r u g  a b u se - re la te d  illness 
o r  in ju ries  a re  e s t im a ted  at 49,360 for a total cost o f  $15 m ill ion  in 1999.

• P h a rm a c e u t ic a l  a n d  n u r s in g  h o m e  care  cos ts  f ro m  a lcoho l a b u s e  is e s t im a te d  at 
$9 m ill ion  a n d  $403,000, respectively .
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• E s t im a te d  h ea l th  care  costs  fo r  FAS b ir th s  r a n g e d  from  $21 m ill ion  b a se d  on  an
in c id en ce  ra te  of 1.4 FAS b ir th s  for e v e ry  1,000 live b ir th s ,  to $42 m ill ion  fo r  an
in c id e n c e  ra te  o f  2.8 fo r  e v e ry  1,000 live  b i r th s .  U s in g  th e s e  in c id e n c e  rates, 
A laska  h a d  a n  e s t im a ted  ran g e  o f  14 to 28 FAS b ir th s  ir. 1999.

• A p p ro x im a te ly  93 HIV a n d  H IV  w i th  A ID S cases  w e r e  a t t r ib u te d  to in t ra v e n o u s  
d r u g  u se  d u r i n g  1999. T o ta l m e d ic a  cos ts  for t r e a t in g  th e se  p a t ie n ts  w e r e  $4 
m illion.

• In t r a v e n o u s  d r u g  a b u s e  c o n t r ib u te d  to 433 h e p a t i t i s  B a n d  C  ca se s  in A lask a  
d u r in g  1999, w i th  m ed ica l care  costs  o f  $5 m illion.

Hospital Costs

H o sp i ta l  cos ts  from  illness a n d  in ju r ies  a re  a s ign if ican t p o r t io n  o f  a lcohol a n d  o th e r  
d r u g - r e l a t e d  h e a l th  c a re  costs . In 1999, h o s p i t a l  c o s ts  f r o m  il ln e s s  a n d  in ju r ie s  
a c c o u n te d  for 43 p e rce n t  o f  total h ea l th  ca re  cos ts  re la ted  to a lcoho l a n d  o th e r  d r u g  
abuse . H o sp i ta l  costs a re  c o m p o se d  o f  th ree  sources:

• I l lness o r  in ju r ies  d irec tly  re la ted  lo a lcoho l a n d  o th e r  d r u g  ab u se ,  w lv c h  m ig h t  
inc lude  a lcohol c ir rhosis  o r  gastritis .

• I l lness  in d ire c t ly  re la ted  to a lcoho l a n d  o th e r  d r u g  ab u se ,  w h ic h  c o u ld  in c lu d e  
cance r  of  the  e so p h a g u s ,  burns , o r  po ison ing .

• T re a tm e n t  o r  in ju r ie s  c o m p lic a te d  by  a lcoho l a n d  o th e r  d r u g  a b u s e  re s u l t in g  in 
len g th y  h o sp i ta l  stays.

Methodology

T o  e s t im a te  in ju ry  a n d  i l ln e s s - re la te d  h o s p i ta l  cos ts  f ro m  a lcoho l a n d  o th e r  d r u g  
ab u se ,  the  re sea rch  team  relied o n  re su lts  o f  tw o  s tud ies :  Finding the Answers to Tough 
Questions About Substance Abuse in Alaska, 1999, b y  the  A la sk a  A d v is o ry  B oard  on  
A lco h o l ism  a n d  D ru g  A buse , a n d  The Economic Costs of Alcohol and Drug Abuse in the 
United Statcs-1992, N I D A /N I A A A ,  1998.

T h e  A lask a  rep o r t  s h o w e d  tha t  9.7 p e rce n t  o f  A la s k a 's  p o p u la t i o n  o v e r  ag e  18 w a s  
a lcoho l d e p e n d e n t  in 1999, w h ile  the  U.S. n a t io n a l  a v e ra g e  w a s  4.4 p e rcen t.  A la sk a 's  
p o r t io n  of the  U.S. a lc o h o l-d e p e n d e n t  p o p u la t io n  w as  0.47 p e rc e n t  in 1999.

A c c o rd in g  to the  1998 n a t iona l  s tu d y ,  n o n -fed e ra l  a n d  v e te ra n  h o sp i ta l -c a re  days"  for 
i l ln e sse s  a n d  in ju r ie s  re la te d  to a lcoho l a n d  o th e r  d r u g  a b u s e  in th e  U.S. w a s  5.7 
m il l io n  in 1992. A lcoho l a b u s e  a c c o u n te d  fo r  5.3 m il l io n  h o sp i ta l  c a re  d a y s ,  w h ile  
o th e r  d r u g  a b u s e  c o n t r ib u te d  to 500,000 h o sp i ta l  ca re  d a y s .  S ince n o  A laska-spec ific  
d a t a  ex is ts  o n  the  n u m b e r  o f  h o sp i ta l  in p a t ie n t  days ,  the  re s e a rc h  team  e s t im a te d  the  
p o r t io n  of U.S. h o sp i ta l  care  d a y s  a t t r ib u te d  lo A la sk a  b y  m u l t ip ly in g  A la s k a 's  sh a re  
o f  a lcohol a n d  o th e r  d r u g  d e p e n d e n t  p o p u la t i o n  (0.47 p e rce n t)  by  th e  U.S. h o sp i ta l  
ca re  d a y s  fo r  a lcoho l a n d  o th e r  d ru g - r e l a te d  t r e a tm e n t .  T h e  N I D A / N I A A A  s tu d y  
a ls o  r e p o r te d  in p a t ie n t  ca re  cos ts  fo r  a lc o h o l  a n d  o th e r  d ru g - r e l a te d  h o sp i ta l  a n d  
o u t s id e  ph y s ic ian  services . Cost e s t im a te s  w e re  a d ju s te d  to reflect U.S. p rice  ch a n g e s

" A 2*1 -hour stay in the hospital as an inpatient is one hospital care day.
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f ro m  1992 to 1999 a n d  A la sk a  h e a l th  care  costs . In f la t io n  w a s  e s t im a te d  u s in g  U.S. 
c o n s u m e r  p r i c e  i n d e x  f r o m  th e  BLS. U .S . in f l a t i o n  o v e r  th i s  p e r i o d  w a s  
a p p r o x im a te ly  19 p e rce n t .  A C C R A  w a s  th e  s o u r c e  u s e d  for th e  A la sk a  h e a l th  care  
co s t  d a ta .  D u r in g  1999, h e a l th  ca re  co s ts  in A n c h o r a g e  w e r e  a p p r o x im a te ly  64.7 
p e r c e n t  h ig h e r  th a n  th e  a v e ra g e  p a r t i c i p a t i n g  A C C R A  city . A f te r  a d j u s t i n g  for 
in f i '  t ion  a n d  A lask a  h e a l th  care  costs , e s t im a te d  a v e ra g e  cost p e r  d a y  for h o sp i ta l  
c a re  in 1999 v/as $1,497. T he  da i ly  cost for o u t s id e  p h y s ic ian s  a v e ra g e d  $360.

T o ta l  A la sk a  n o n - fe d e ra l  h o s p i ta l  cos ts  f ro m  i l ln e s s  a n d  in ju ry - r e la te d  s u b s ta n c e  
a b u s e  w e re  e s t im a te d  b y  a p p ly in g  d a i ly  h o sp i ta l  cos ts  to the  e s t im a te d  n u m b e r  o f  
h o s p i t a l  c a re  d a y s  r e la te d  to  a lcoho l a n d  o th e r  d r u g  a b u se .  H o s p i ta l  cos ts  w e re  
d i v id e d  in to  th ree  c a te g o r ie s  fo r  a lcoho l:  a lc o h o l-sp ec if ic  i l lness ,  a lc o h o l- r e la te d  
i l ln e s s ,  a n d  a d d i t i o n a l  co s ts  f ro m  c o - o c c u r r in g  a lc o h o l  d i s o r d e r s .  O t h e r  d r u g  
c a t e g o r ie s  i n c lu d e  o th e r  d r u g - s p e c i f i c  i l ln e s s ,  o th e r  d r u g - r e l a t e d  i l lness ,  a n d  
ad d i t io n a l  d a y s  from  o th e r  d r u g  d iso rde rs .

S u b s ta n c e  a b u se -re la ted  h o sp i ta l  s tay  costs  fo r i l lnesses  a n d  in ju r ie s  in  a v e te ra n s '  o r  
federa l  facility w e re  e s t im a te d  u s in g  the  m e th o d o lo g y  from  th e  1998 N I D A /N I A A A  
s t u d y .  In  th a t  s tu d y ,  v e t e r a n s '  a n d  fe d e ra l  h o s p i t a l  r e v e n u e s  a c c o u n te d  fo r  9.5 
p e rc e n t  o f  to ta l  U.S. h o sp i ta l  re v e n u e s .  A p p l y i n g  th is  p r o p o r t i o n  to  n o n - f e d e ra l  
h o sp i ta l  costs for su b s ta n c e  abuse , the  re sea rch  te a m  e s t im a te d  h o sp i ta l  cos ts  for the  
federa l  facilities for A lask a  d u r in g  1999.

Results

T h e  e s t im a te d  total n u m b e r  o f  h o sp i ta l  c a re  d a y s  re la te d  to a lcoho l a n d  o th e r  d r u g  
a b u s e  i l ln e s se s  a n d  in ju r ie s  w e r e  27,095 in A la s k a  d u r i n g  1999. A lc o h o l  a b u s e  
a c c o u n t e d  fo r  a n  e s t im a te d  24,666 c a re  d a y s ,  w h i le  2 ,429 w e r e  f ro m  o th e r  d r u g  
a b u s e .  A m o n g  a lcoho l a b u se rs ,  total h o sp i ta l  c a re  d a y s  w e r e  e s t im a te d  as  fo llow s: 
sp e c i f ic  i l ln e s se s  a t  1,916, r e la te d  i l ln e s se s  a t  18,669, a n d  c o - o c c u r r in g  a lc o h o l  
d i s o r d e r s  a t  4,081. E s t im a te d  n u m b e r  o f  h o sp i ta l  c a re  d a y s  fo r  o th e r  d r u g  a b u se -  
specif ic  i l lnesses w a s  30. H o sp ita l  ca re  d a y s  for othe* d r u g  a b u se - re la te d  il lnesses  a re  
n o t  in c lu d e d  in  h o sp i ta l  cos ts  to a v o id  d o u b l e  c o u n t in g .  T h e se  cos ts  a re  p re s e n te d  
la te r  in th is  c h ap te r .  A d d i t io n a l  d a y s  from  o th e r  d r u g  d i s o r d e r s  w e r e  e s t im a te d  at 
2 ,394 h o sp i ta l  ca re  d a y s .  T ab le  16 p re s e n t s  r e s u l t s  o n  th e  n u m b e r  o f  ca re  d a y s  by  
ca teg o ry  for A laska  in 1999.
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Table 16
Hospital Costs for Illness and Injuries

Related to Substance Abuse in Alaska, 1999

Tot&l Care 
Days

No^FederpI 
Hospital Costs 

($000)

. Veteran and * ■ 
Federal

Hospital Costs Total Hospital 
($000) Costs ($000),

Alcohol-specific illness 1.916 $3,434 $303 $3,736

Alcohol-related illness 18,669 33,455 2,950 36,405
Additional days from co-occurring alcohol 
disorders 4,081 7,312 645 7,957

Subtotal, alcohol abuse 24,666 44,201 3,897 48,098

Other Drug abuse-specilic illness 30 53 5 58

Olher Drug abuse-related illness • • • t

Additional days from other drug disorders 2,394 4 290 378 4,668

Subtotal, other drug abuse 2,429 $4,343 $383 $4,726

Total alcohol and other drug abuse 27,095 $48,544 $4,280 $57,824

Source: McDowell Group, based on alcohol and drug dependenl population aslimates Irom Finding the A nsw ers to  Tough 
Q uestions A bout S ub stan ce A b u se in  A laska, 1999 Annual Report, State o l Alaska Advisory Board on Alcoholism and Drug 
Abuse; and U.S. hospital care days and costs per day related to alcohol and olher drug abuse from The E conom ic C osts o t  
A lcohol a n d  Drug A bu se in  th e  U nited S ta te s -  r£a?(NIDA/NIAAA).

'T h ese co sts  include HIV, a n d  H epatitis A  a n d  B. which are p rese n ted ta to : in  th e  chapter.

A lask a  hosp i ta l  costs  from  alcohol a n d  o th e r  d r u g  ab u se - re la te d  m e d ica l  in ju r ies  a n d  
i l ln e s s  in  1999 w e r e  e s t im a te d  a t  $53 m i l l io n  (T ab le  16). N o n - f e d e r a l  h o s p i t a l s  
a c c o u n te d  for $49 m il l io n ,  w h i le  v e t e r a n s  a n d  fed e ra l  h o s p i t a l s  w e r e  $4  m ill ion . 
E s t im a te d  hosp i ta l  cos ts  in juries  a n d  il lness  re la te d  to a lcoho l a n d  o th e r  d r u g  a b u s e  
w e r e  $48 m ill ion  a n d  $5 m ill ion , re s p e c t iv e ly  A lco h o l- re la ted  i l lnesses  re s u l t e d  in 
th e  h ig h es t  hosp i ta l  costs  a t  $36 million.

Residential and Outpatient Alcohol and Other Drug Treatment Costs

A lc o h o l  a n d  o th e r  d r u g  a b u s e  in r e s id e n t  a n d  o u t p a t i e n t  t r e a tm e n t  co s ts  w a s  
a p p r o x im a te ly  $15 m i l l io n  fo r  A la sk a  d u r i n g  1999. T h e  A la s k a  D e p a r tm e n t  o f  
H e a l th  a n d  Social Services , D iv is ion  o f  A lcoho l a n d  D r u g  A b u s e ,  p r o v i d e d  a lcoho l 
a n d  o th e r  d r u g  t rea tm en t  costs, so  no  e s t im a te  p ro c e d u re s  w e re  n e e d e d .

A lcoho l a n d  o th e r  d r u g  t r e a tm e n t  cos ts  p ro v id e  o u t p a t i e n t  a n d  re s id en t ia l  se rv ices  
fo r  y o u th ,  a d u l t s  a n d  w o m e n  w ith  ch i ld ren .  T h e  t r e a tm e n t  se rv ic e s  a lso  inclu  l e d  
a ss is tan ce  for in c a rc e ra te d  m e n  a n d  w o m e n .  Specific  se rv ices  in c lu d e  rehab il i ta t ion ,  
c o u n se l in g ,  case m a n a g e m e n t ,  a n d  o th e r  ty p e s  o f  t r e a tm e n t  se rv ice s  fo r  in d iv id u a ls  
a n d  families.

Tine e s t im a ted  t r e a tm e n t  costs  d o  no t a cco u n t  for re s id e n ts  rece iv ing  s u b s ta n c e  a b u se  
t r e a tm e n t  o u t s id e  th e  s ta te .  A l th o u g h  the  exac t  n u m b e r  o f  th e se  in d iv id u a l s  is 
u n k n o w n ,  it is e s t im a te d  th a t  m u c h  o f  th e  p r iv a te  re s id en t ia l  t r e a tm e n t  rece ived  b y  
A la sk an s  occu rs  o u t s id e  o f  the  sta te . '

■ Source; Finding the Answers to Tough Questions About Substance Abuse in Alaska, 199V Annual Report, State of Alaska 
Advisory Hoard on Alcoholism and Drug Abuse.
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Medical Outpatient Costs

A n o th e r  h e a l th  e x p e n s e  r e la te d  to  a lc o h o l  a n d  o th e r  d r u g  a b u s e  is o u t p a t i e n t  
m e d ica l  t r e a tm e n t  fo r  a specif ic  d is o r d e r  o r  il lness  re la ted  to a lcoho l a n d  o th e r  d r u g  
ab u se .  Specific  d is o rd e r s  m ig h t  in c lu d e  a lcoho l g as t r i t i s  o r  c ir rhos is ,  w h ile  a re la ted  
il lness m ig h t  be  ch ro n ic  pancrea tit is ,  o r  cancer  of the  e s o p h a g u s .

Methodology

L ike  h o sp i ta l  costs , spec if ic  d a t a  o n  a lcoho l a n d  o th e r  d r u g  a b u s e - re la te d  m e d ic a l  
o u t p a t i e n t  v is its  w a s  n o t  a v a i lab le  fo r  A laska . T o  e s t im a te  th e se  costs , the  re sea rch  
te a m  a p p l ie d  A lask a  p re v a le n c e  f ig u re s  to U.S. e s t im a te s  fo r  a lcoho l a b u se - re la te d  
m e d i c a l  o u t p a t i e n t  v i s i t s  r e p o r t e d  in th e  1998 N I D A / N I A A A  s t u d y .  T h e  
N I D A / N I A A A  d id  n o t  r e p o r t  a n y  m e d ic a l  o u t p a t i e n t  v is i ts  for o th e r  d r u g  a b u se -  
spec if ic  d i s o r d e r s  b e c a u s e  o f  th e  lack  o f  d a ta  a n d  c a u sa l  r e la t io n s h ip s  n e e d e d  to 
e s t im a te  the  m e d ica l  o u t p a t i e n t  v is its .  O th e r  d r u g  a b u s e  m e d ic a l  o u tp a t i e n t  v is i ts  
re la ted  to HIV a n d  H e p a ti t is  B a n d  C  are  p re s e n te d  la te r  in  the  ch ap te r .

E s t i m a t e d  m e d ic a l  o u t p a t i e n t  v i s i t s  w e r e  m u l t i p l i e d  b y  th e  a v e r a g e  m e d ic a l  
o u tp a t i e n t  cos t  fo r  a lcoho l a n d  o th e r  d r u g  a b u s e - re la te d  i l lnesses  a n d  in juries . C ost  
e s t im a te s  w e re  a d ju s te d  to ref lec t c h a n g e s  in  U.S. p r ic e s  f ro m  1992 to 1999, a n d  
A la sk a  h e a l th  care  costs . In f la t io n  w a s  e s t im a te d  a t  19 p e rc e n t  u s in g  U.S. c o n s u m e r  
p r ic e  in d e x  from  the  U.S. C e n s u s  B u reau .  A la sk a  h e a l th  ca re  cos t  d a ta  c a m e  from  
A C C R A . D u r in g  1999, h e a l th  ca re  co s ts  in  A n c h o r a g e  w e r e  a p p r o x im a te ly  64.7 
p e rc e n t  h ig h e r  th a n  th e  a v e ra g e  p a r t ic ip a t in g  city. A f te r  a d ju s t in g  for in f la t ion  a n u  
co s l -o f-h ea l th  ca re  in A laska , th e  e s t im a te d  a v e ra g e  co s t  fo r  a n  a lcoho l a n d  o th e r  
d r u g  abuse -re la ted  m ed ica l  o u tp a t ie n t  visit w a s  $305.

Results

A lc o h o l  a b u s e - r e l a t e d  m e d ic a l  o u t p a t i e n t  v i s i t s  in  A la s k a  d u r i n g  1999 w e r e  
e s t im a te d  a t  49,360. A lco h o l- re la ted  d is o rd e r s  a c c o u n te d  fo r  42,871 e s t im a te d  visits, 
w h i l e  a lc o h o l-sp ec if ic  i l ln e s se s  h a d  a n  e s t im a te d  6,489 v is i t s .  T a b le  17 p re s e n t s  
e s t im a te d  m ed ica l  o u tp a t ie n t  v is its  a n d  costs  for alcohol ab u se - re la te d  d iso rde rs .

A lcoho l ab u se - re la ted  m ed ica l  o u tp a t ie n t  costs  for A lask a  d u r i n g  1999 w a s  es t im a ted  
a t  $15 m ill ion . A lcoho l a b u s e - re la te d  i l lnesses  w e re  e s t im a te d  a t  $13 m ill ion , w h i le  
alcohol abuse-specific  d is o rd e r s  w e re  $2 million.

Table 17
Medical Outpatient Visits and Costs Related to 

Alcohol Abuse in Alaska, 1999
I (

O u tp a t ie n t  V i s i t s
O u tp a t ie n t  C o s t s  

( t h o u s a n d s  o f d o l l a r s )  ^
Alcohol-specific 6,489 $1,979
Alcohol-related 42,871 $13,076
T o ta l , A l c o h o l  A b u s e 4 9 ,3 6 0 $15 ,0 5 5
Source: McDowell Group, based on alcohol arid other drugdopondont population ostimatos Irom Finding tho  
A nsw ers to  Tough C ues/ions A bout S ub stan ce 'b u se  m  A laska, 1999 Annual Roport, Stale ol Alaska Advisory 
Board on Alcoholism and Drug Abuso; and U.S. medical outpatient and costs rolatod to alcohol abuse Iroin The 
E conom ic C osts o t A lcohol a n d  Drug A b u se in the U nited S ta te s -  /,RS><?(NIDA/NIAAA).
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Prescription Drugs and Nursing Home Care Costs

A lth o u g h  n o t  a s  h ig h  as h o s p i ta l  a n d  m e d ic a l  o u t p a t i e n t  costs ,  a lcoho l a n d  o th e r  
d r u g  a b u s e  a lso  h a v e  p re sc r ip t io n  d r u g  a n d  n u r s in g  h o m e  costs . P re sc r ip t io n  d r u g s  
a re  p re s c r ib e d  for a lcoho l abuse -spec if ic  il lnesses  su c h  a s  c ir rh o s is  o r  a lco h o l- re la ted  
cance r .  N u r s i n g  h o m e  co s ts  a re  o n ly  th o s e  f ro m  re s id e n t s  w h o  h a v e  a p r im a r y  
a lcohol abuse -spec if ic  d iagnosis .

Methodology

A lcoho l-re la ted  p re s c r ip t io n  d r u g  costs  w e re  e s t im a te d  u s in g  A la sk a  p re v a le n c e  d a ta  
o n  s u b s ta n c e  ab u se .  P rev a len ce  e s t im a te s  w e r e  a p p l ie d  to the  to tal U.S. p re sc r ip t io n  
d r u g  cos ts  re la ted  to a lcoho l ab u se ,  a s  p u b l i s h e d  in  th e  1998 N I D A / N I A A A  s tu d y .  
In  the  s t u d y ,  2.2 p e r c e n t  o f  U.S. p r e s c r ip t io n  d r u g  co s ts  fo r  all i l ln e s se s  w e r e  
a t t r ib u te d  to a lcoho l ab u se .  P re sc r ip t io n  d r u g  cos ts  re la te d  to o th e r  d r u g  a b u s e  w e re  
n o t  e s t im a te d  d u e  to the  lack o f  n a t iona l  d a ta .

N u r s i n g  h o m e  cos ts  re la te d  to a lcoho l a b u s e  w e r e  e s t im a te d  u s in g  d a t a  f ro m  the  
A la sk a  S ta le  H o s p i t a l  N u r s i n g  H o m e  A s so c ia t io n  a n d  the  N I D A / N I A A A  s t u d y .  
Total h o m e  n u r s in g  ca re  v is its  d u r i n g  1999 w e r e  147,907, w h i le  co s t  p e r  d a y  o f  care  
w a s  $268.65. T h e  c o s t  o f  A la sk a  n u r s in g  h o m e  c a re  fo r  all i l ln e s se s  a n d  in ju r ie s  
d u r i n g  1999 w a s  a p p r o x im a te ly  $40 m ill ion .  Based  o n  e s t im a te s  p u b l i s h e d  in the  
N I D A / N I A A A  s t u d y ,  a p p r o x im a te ly  1 p e rc e n t  o f  th e  n a t io n 's  n u r s in g  h o m e  ca re  
cos ts  can  be  a t t r ib u te d  to  a lcoho l abuse -spec if ic  i l lnesses. T h e  re sea rch  te a m  a p p l ie d  
1 p e rce n t  to total n u r s in g  h o m e  care  costs  in A laska  d i n i n g  1^99.

Results

E s tim a te d  p h a rm a c e u t ic a l  cos ts  re la ted  to a lcoho l a b u s e  in  A la sk a  d u r i n g  1999 w e re  
a p p r o x im a te ly  $9  m il l io n .  A lco h o l  a b u s e - r e la te d  n u r s in g  h o m e  ca re  d a y s  to ta le d  
1,479 in  A la s k a  d u r i n g  1999. C o s ts  f ro m  th e se  v is i t s  a m o u n t e d  to a p p r o x im a te ly  
$400,000.

Fetal A lcohol Syndrome

F e ta l  a lc o h o l  s y n d r o m e  (FAS) c a n  o c c u r  w h e n  a f e tu s  is e x p o s e d  to  a lc o h o l .  
S y m p to m s  o f  FA S can  in c lu d e  bo th  p h y s ic a l  a n d  m e n ta l  im p a i r m e n t .  T h e  cos t  o f  
c a r in g  fo r  a p e r s o n  w i th  FAS c a n  be  s ign if ican t .  T h e s e  cos ts  m a y  in c lu d e  n e o n a ta l  
c a re  fo r  lo w  b i r th  w e ig h t  to  sp ec ia l  s p e e c h  th e ra p y ,  b e h a v io r a l  m a n a g e m e n t ,  o r  
res iden t ia l  ca re  fo r  a d u l t  FAS pa t ien ts .

Methodology

T o  e s t im a te  th e  e c o n o m ic  co s ts  f ro m  FAS, th e  r e s e a rc h  te a m  firs t  d e t e r m i n e d  th e  
n u m b e r  o f  l ive  b i r th s  w i th  FAS in  A laska .  T h e  A la sk a  D e p a r tm e n t  o f  H e a l th  a n d  
Social S erv ices  re p o ,  te d  th e  in c idence  ra te  o f  FAS ra n g e d  f ro m  o n e  to  1.4 p e r  1,000
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l ive  b ir th s .8 Based on  the se  resu lts ,  a n  in c id en ce  ra te  o f  1.4 p e r  1,000 live b i r th s  w as  
u s e d  to m e a s u re  FAS costs.

In c id e n c e  ra tes  for FAS v a ry  co n s id e rab ly .  For e x am p le ,  the  N I D A / N I A A A  re p o r te d  
a n  in c id en ce  ra te  of tw o  p e r  1,000 live b ir ths .  A  W a s h in g to n  S ta te  s t u d y  o f  a lcohol 
a n d  o th e r  d r u g  a b u s e  s h o w e d  a n  in c id e n c e  ra te  o f  1.3 p e r  1,000 live b ir th s .  A s  
r e p o r t e d  a b o v e ,  a p p r o x im a te ly  9.7 p e r c e n t  o f  A la s k a ' s  p o p u l a t i o n  is a lc o h o l  
d e p e n d e n t ,  w h ile  on ly  4.38 p e rc e n t  o f  th e  n a t io n 's  p o p u la t i o n  is a lcoho l d e p e n d e n t .  
Based o n  the se  es t im ates ,  the  1.4 FAS b ir th s  p e r  1,000 live b i r th s  for A la sk a  cou ld  be  
a c o n s e rv a t iv e  e s t im a te .  B ecause  th e re  c u r r e n t ly  a r e  n o  e s ta b l i s h e d  s t a n d a r d s  for 
d ia g n o s in g  FAS, inc idence  ra te s  can  a n d  d o  v a ry  to s e m e  degree .

T o  e s t im a te  FAS costs  in A la sk a ,  the  re s e a rc h  te a m  re l ied  o n  d a t a  p u b l i s h e d  in 
H e a l th  P ro fess ions  E d u c a t io n  P a r tn e r s h ip  A ct o f  1998 (Sena te  Bill 1754). T h e  cost of 
t r e a t in g  a n  FAS p a t ie n t  o v e r  h is  o r  h e r  l i fe t im e  w a s  e s t im a te d  to b e  a t  least  $1.4 
m i l l io n  in 1995. T h e se  cos ts  c o u ld  in c lu d e  n e o n a ta l  in te n s iv e  care , m e d ic a l  a n d  
s u rg ic a l  se rv ice s  (n o t  re la te d  to n e o n a ta l  care), spec ia l  sp e e c h  th e ra p y ,  b e h a v io ra l  
m a n a g e m e n t ,  a n d  re s id e n t i a l  ca re .  M e d ic a l  a n d  su r g ic a l  s e rv ic e  m i g h t  in c lu d e  
r e c t i fy in g  o r  m o n i to r in g  h e a r i n g  loss o r  cleft p a l a te  su r g e ry .  R e s id e n t ia l  se rv ices  
in c lu d e  sp ec ia l  e d u c a t io n ,  h o m e  care , sp e e c h  th e r a p y  o r  in s t i tu t io n a l  care . A fte r  
a d ju s t i n g  for in f la t ion  b e tw e e n  1995 a n d  1999 (9 p e rce n t) ,  to ta l  l i fe t im e  cos ts  for 
t rea t in g  FAS p a ten ts  is e s t im a ted  a t  $1.5 million.

T h e  to ta l cos t  for FAS p a t ie n ts  in A lask a  d u r in g  1999 w a s  e s t im a te d  by  m u l t ip ly in g  
th e  life t im e costs  by  th e  n u m b e r  o f  FAS b ir th s  d u r in g  tha t  per iod .

Results

T a b le  18 p re s e n ts  e s t im a te d  cos ts  for FAS b ir th s  in A lask a  d u r i n g  1999. D u r in g  tha t  
p e r io d ,  A la sk a  h a d  a b o u t  14 FAS b ir th s .  T o ta l  e c o n o m ic  c o s ts  f ro m  th e s e  FAS 
p a t ie n ts  to ta led  a p p ro x im a te ly  $21 million.

A s s u m in g  the  in c id en ce  ra te  for FAS b ir th s  for A la sk a  is s im i la r  to the  d e p e n d e n c e  
ra te  fo r  a lcoho l a b u s e  ( a p p r o x im a te ly  d o u b l e  th e  n a t io n 's  d e p e n d e n c e  rate), a n  
in c id e n c e  ra te  o f  2.8 w a s  u s e d  to p re s e n t  an  a l t e rn a t iv e  h e a l th  ca re  cost for p e r s o n s  
w i th  FAS. U sing  th is  inc idence  rate, A laska  h ad  a n  e s t im a te d  28 FAS b ir ths .  C osts  for 
t r ea t in g  A la sk an s  w i th  FAS w e re  a p p ro x im a te ly  $42 m illion .

Table 18 
Costs of FAS Medical and 

Residential Services in Alaska, 1999
■ » 1 .4 I n c id e n c e  R a t e 2 .8  I n c id e n c e  R a t e

Alaska births in 1999 9.956 9.956
FAS incidence per 1.000 live births 1.4 2.8
FAS births 14 28
T o t a l F A S  c o s t $21 m ill io n $42 m ill io n
Source: McDowoll Group, based on FAS dala Irom Alaska Doparlmont ol Health and Social Sorvicos; and Hoallh 
Professions Education Parlnorship Act ol 1998, S. 1754, lOBdCongross (1990).

" 1999 St,tin* Update: Alaska's Rrfwises to Fetal Alcohol St/iiilrome•, Alaska Department of Health ami Social Services, 
November 1W9.
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AIJS and HIV Costs

I n t r a v e n o u s  d r u g  a b u s e  a m o n g  i n d i v i d u a l s  w h o  s h a r e  u n h y g i e n i c  n e e d le s  is a 
s ig n if ic a n t  c a u s e  o f  A ID S  a n d  H IV. A l th o u g h  A ID S  a n d  H IV  n o  lo n g e r  r e q u i r e  
e x te n s iv e  i n p a t i e n t  m e d ic a l  ca re ,  b o t h  r e s u l t  in  h ig h  m e d ic a l  e x p e n s e s  w o r t h  
m e a s u r i n g  s e p i r a t e l y  from  the  h o s p i t a l  ancl o u t p a t i e n t  c o s t s  p r e s e n t e d  a b o v e  
( N ID A /N I A A A , 1998).

Methodology

T w o  s te p s  w e r e  u s e d  to  ca lcu la te  o th e r  d ru g - r e l a te d  A ID S  a n d  H IV  m e d ica l  costs . 
F irs t ,  A ID S  a n d  H IV  cos ts  w e re  e s t im a te d  by  a p p l y in g  a n n u a l  m e d ic a l  e x p e n s e s  
f ro m  th e  N I D A / N I A A A  s t u d y  to th e  n u m b e r  o f  A la s k a  A ID S  a n d  H IV  p a t ie n ts  
t rea ted  in 1999. C o s t  d a ta  w as  ad ju s te d  for in f la t ion  a n d  cos t-o f-hea lth  care  in  A laska  
u s in g  the  s a m e  so u rces  a n d  m e th o d s  p re v io u s ly  re p o r te d .  A n n u a l  m ed ica l  e x p en ses  
for  each  A la sk a  H IV  p a t ie n t  w e re  e s t im a te d  a t  $21,794 w h i le  m e d ic a l  e x p e n s e s  for 
each  A ID S p a t ie n t  w e re  $60,849. A c c o rd in g  to the  A la sk a  D iv is io n  o f  P u b l ic  H ea lth ,  
th e re  w e re  781 H IV  a n d  H IV  w ith  A ID S cases in  A la sk a ,  w i th  237  f ro m  H IV  a n d  544 
f rom  HIV w ith  AIDS. M u lt ip ly in g  b y  the  a p p r o p r ia t e  y e a r ly  m e d ic a l  ex p en ses ,  HIV 
a c c o u n t e d  fo r  m o r e  th a n  $5 m i l l io n .  M e d ic a l  e x p e n s e s  fo r  a l l  A ID S  p a t i e n t s  
s t a te w id e  to ta led  $33 m ill ion  d u r in g  1999.

T h e  se c o n d  s t e p  w a s  to d e te rm in e  th e  p e rc e n t  o f  A ID S  a n d  H IV  m i  Jical e x p e n s e s  
t h a t  c a n  b e  a t t r i b u t e d  to  o t h e r  d r u g  a b u s e .  P u b l i c  H e a l t h  r e p o r t e d  th a t  
a p p r o x im a te ly  12 p e rc e n t  o f  A ID S  a n d  H IV  c ase s  w e r e  a t t r i b u te d  to  i n t r a v e n o u s  
d r u g  a b u se .  T h is  a t t r ib u t io n  ra te  w a s  th e n  a p p l ie d  to m e d ic a l  co s ts  fo r  A ID S a n d  
H IV  pa t ien ts .

A l th o u g h  th e se  cos ts  a re  l im ited  o n ly  to  th o se  e a r n e d  b y  in t r a v e n o u s  d r u g  ab u se ,  
a lcohol a b u se  is a r isk  fac tor in con trac t in g  AID S a n d  H IV  fro m  u n p ro te c te d  sex.

Results

I n t ra v e n o u s  d r u g  a b u s e  re su l ted  in a p p ro x im a te ly  93 H IV  a n d  H IV  w i th  A ID S  cases  
in A lask a  d u r i n g  1999. M ed ica l  cos ts  for t r e a t in g  th e se  p a t ie n ts  w e r e  a p p ro x im a te ly  
$4 m ill ion . T ab le  19 p re s e n ts  th e  n u m b e r  H IV  arid H IV  w ith  A ID S  cases  a n d  a n n u a l  
m ed ica l  e x p e n se s  for these  cases.

Table 19
Annual Medical Expenses per AIDS and HIV Case 

Due to Other Drug Abuse in Alaska, 1999
A n n u a l lO led ica l 

E x p e n s e s  p e r  P a t ie n t
N u m b e r  o t A I D S  
a n d  H I V  P d l l e n t s

T o t a l C o s t s  
d u e  to  D r u g  A b u s e

HIV Positive $21,800 28 $0.6 million

AIDS $60,800 65 $4.0 million

Total n/a 93 $4.6 million
Sourco: McDowoll Group, based on AIDS and HIV caso numbers Irom Alaska Dopartmonl o l Hoallh and Social 
Sorvicos, Division o l Public Honllli; and annual mod.cal oxponso data Irom Tho Econom ic C osts o t A lcohol a n d  Drug 
A buso  in  tha  U nited S ta te s  ~ 1992 (NIDA/NIAAA)
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Hepatitis B and C Costs

In t r a v e n o u s  d r u g  a b u s e  a n d  sh a r in g  u n h y g ie n ic  n e e d le s  a re  le a d in g  c o n t r ib u to rs  to 
h e p a t i t i s  B a n d  C  in A laska . In fact, in t ra v e n o u s  d r u g  u se  is th e  la rg es t  c o n t r ib u to r  to 
h e p a t i t i s  C. H e p a t i t i s  B a n d  C h a v e  b een  l in k e d  to  c ir rh o s is  a n d  p r i m a r y  h e p a t ic  
cancer.

Methodology

A p p ro x im a te ly  12 p e rce n t  o f  hep a t i t i s  B cases  a n d  36 pe rce n t  o f  h e p a t i t i s  C  cases  can  
b e  a t t r ib u te d  to in t r a v e n o u s  d r u g  a b u se  (N ID A /N I A A A ) .  A c c o rd in g  to the  A la sk a  
D iv is io n  o f  P u b l ic  H e a l th ,  th e re  w e re  18 cases  o f  h e p a t i t i s  B a n d  1,196 cases  o f  
h e p a t i t i s  C  in  the  s ta te  in 1999. D ue  to l im ited  d a t a  on  the  d is e a s e  s t a g e 9 a n d  h o w  
m a n y  p a t ie n ts  w e re  c u re d ,  the  re sea rch  te a m  m e a s u r e d  th e  cost o f  t r e a t in g  o n ly  
tho se  cases re p o r te d  by the  A laska  Division of Pub l ic  H ea l th  in 1999.

M ed ica l  ex p e n s e s  fo r  h e p a t i t i s  B a n d  C w e re  p r e s e n te d  in th e  1998 N I D A /N I A A A  
s t u d y  by  s tage .  S ince  d a t a  is l im i ted  fo r  h e p a t i t i s  B a n d  C  in A la sk a ,  m e d ica l  
ex p e n s e s  from  the  N I D A /N I A A A  s tu d y  w e re  a v e ra g e d .  A d ju s t in g  for in f la t ion  a n d  
A la sk a  h e a l th  costs, the  a n n u a l  a v e ra g e  m ed ica l  e x p e n s e  for t r e a t in g  h e p a t i t i s  B is 
$2,400 a n d  $10,600 for hep a t i t i s  C. T hese  costs  w e re  a p p l ie d  to all o th e r  d r u g  abuse -  
re la te d  h e p a t i t i s  B a n d  C  cases  r e p o r te d  in 1999 b y  th e  D iv is io n  o f  P u b l ic  H ea l th .  
H o w e v e r ,  it s h o u ld  be  p o in te d  o u t  th a t  m o st  h e p a t i t i s  B a n d  C  cases  r e q u i re d  on ly  
m o n i to r in g  o f  the  d isease ,  w h ic h  is re la t iv e ly  in e x p e n s iv e .  A sm a l l  p e rc e n ta g e  o f  
th e se  ca se s  d o  r e q u i r e  e x te n s iv e  m e d ica l  ca re  in  o r d e r  to  t r e a t  a c u t e  fu lm in a te  
h epa t i t is ,  ch ro n ic  ac t ive  hepa t i t is ,  a n d  p r im a r y  h e p a t ic  cancer .  By u s in g  a n  a v e ra g e  
o f  m e d ic a l  cos ts  fo r  t r e a t in g  all s ta g e s  o f  th e  d is e a s e ,  th e  s t u d y  p r o v i d e s  an  
a p p ro x im a te  cost o f  trea t in g  n e w  hepa t i t is  B a n d  C  cases  d u r in g  1999.

In a d d i t io n ,  a lcohol a b u s e  is a lso  c o n s id e red  a r isk  fac tor fo r  co n t ra c t in g  h e p a t i t i s  B 
a n d  C d u e  to sh a r in g  of n eed les  w hile  u n d e r  the  in f luence  of  alcohol.

Results

In  A la sk a ,  i n t r a v e n o u s  d r u g  a b u s e  a t t r i b u te d  to  tw o  h e p a t i t i s  B ca se s  a n d  431 
h e p a t i t i s  C  cases  d u r i n g  1999. T o ta l a n n u a l  m e d ic a l  co s ts  for i n t r a v e n o u s  d r u g  
a b u s e - r e l a t e d  h e p a t i t i s  B w e r e  $5,000. H e p a t i t i s  C  a n n u a l  m e d ic a l  e x p e n s e s  
a t t r i b u te d  to in t r a v e n o u s  d r u g  a b u s e  to ta le d  $5 m il l io n .  T a b le  20 p r e s e n t s  to ta l 
m ed ica l  costs  a n d  n u m b e r  o f  cases for hepa t i t is  C  in  A lask a  d u r i n g  1999.

Table 20
Annual Medical Expenses per Hepatitis C Case 

Due to Other Drug Abuse in Alaska, 1999
A n n u a l M e d ic a l N u m b e r  o f  H e p a t i t i s  C T o t a l C o s t s  d u e ' t o  D ru g

E x p e n s e s  p e r  P a t ie n t P a t ie n t s A b u s e

Hepatitis C $10,600 431 $4.6 million
Sourco: McDowoll Group, basod on hepatitis B and C case numbors Irom tho Alaska Department ol Health and 
Social Sorvlcos; and annual modical oxponso data from Tho Economic: C osts o t A lcohol a n d  Drug A bu se in  the  
U nited S ta te s  -  1992 (NIDA/NIAAA).
Hepatitis B costs wnro not Includod in tho tablo because costs wore Insignificant compared lo Hepatitis C ($4,800).

v Incubation, aculo, and persistant aro tho throe stages of hepatitis
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