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FISCAL NOTE
vxCE
Fiscal Nole Number:

Bill Version: SB 347

() Publish Date:

STATE OF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): Dept. Affected: Revenue

Title Alcoholic Beverage Tax tbru _ Revenue Operations
Component Tax Division

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 2476

(Thousands of Dollars)

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 63.0 63.0 63.0 63.0 63.0 63.0
Travel 2.5 2.5 2.5 2.5 2.5 2.5
Contractual 3.0 3.0 3.0 3.0 3.0 3.0
Supplies 1.0 1.0 1.0 1.0 1.0 1.0
Equipment 5.0

Land & Structures
Grants & Claims

Miscellaneous ]
TOTAL OPERATING [ 745 69.5 | 69.5 69.5 69.5 69.5

ICAPITAL EXPENDITURES
CHANGE IN REVENUES* () 22,238-23,878

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do nol abbreviate)
TOTAL 745 69.5 69.5 69.5 69.5 69.5

|27,873-29,921 27,873-29,921 27,873-29,921 |27,873-29,921 |27,873-29,921
(Thousands of Dollars)

74.5 69.5 69.5 69.5 69.5 69.5

Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  Ploaso see attached bill anlavsis. _ _ o
*Because we do not know which municipalities, ifany, viill levy sales taxes on alcoholic beverages as 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 assume that the tax is completely passed on lo the consumer 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 assume 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 assume that the decrease in consumption occurs as one-timeeffect and then does nol change in subsequent years

(5) We assume the tax becomes effective on July 1, 2002.
(7) We assume that only Alaska businesses lake advantage of tholower laxraleon 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.

Phone 907-269-6628 or 465-3682

Prepared by: Johanna Bales and Brett Fried
Date/Time 03/10/2002 1p.m.

Division Tax Division
Approved by:  Larry Persily, Deputy Commissioner Date 03/10/2002 1p.m.
Agency Department of Revenue
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 347

2002 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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

Action 3. Increases the alcoholic beverage state tax rate. _ o _
1, The hill 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 hill 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 ifthe alcoholic beverage lax rale is increased. Ifitis 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. Ifit 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 domestic 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,” Ifthe 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 hill.

Oneratinti budget Increment o o . o
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 Il (Range 18) to provide additional enforcement lo ensure that the la«

is enforced and that the stale does nol lose revenues.

Page 2 of 2



SENATE FINANCE COMMITTEE
/ 12002 COMMITTEE ACTION

Bill Number
Amendment?;'Ak & | A cls-C
Motion
Uj
Motion bv
55iM.
Removed
Second Objection by
Committee Member Vote N
Senator Hoffman
Senator Leman
Senator Olson
Senator Ward
Senator Wilken ST
Senator Austerman
Senator Green
Co-Chair Donley
Co-Chair Kelly
TaIIy 1
Yea -S-
Nay 7
Absent

MOTION

["U



22-Ls1624\C

SENATE BILL NO. 347
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Introduced: 3/6/02
Referred: Finance

ABILL

FOR AN ACT ENTITLED

"An Act relating toda*ation-." <d3I1Co”JO 1IC
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 04.21.010(c) is amended lo read:
(c) A municipality may not impose taxes on alcoholic beverages except a

(1) property tax on alcoholic beverage inventories;

(2) sales lax on alcoholic beverage sales: a sales tax mav he imposed
on alcoholic beverages even if other sales are not taxed, or. if other sales are
taxed, a sales tax on alcoholic beverages mav he equal to. higher than, or lower
than a sales tax [IF SALES TAXES ARE] imposed on other sales within the
municipality: and

(3) [SALES TAX ON ALCOHOLIC BEVERAGE SALES THAT
WAS IN EFFECT BEFORE JULY 1,1985; AND

(4)] sales and use tax on alcoholic beverages if the sale of alcoholic

beverages within the municipality has been prohibited under AS 04.11.491(a)(1). (4).
or (5).

| SB 347

SB0347A -|-
New Text Underlined IDELETED TEXT BRACKETED]



22-LSlI624\C

*Sec. 2. AS 29.45.650(a) is amended lo read:

(@) Except as provided in [AS 04.21.010(c) AND IN] (f) and (h) of this
section, a borough may levy and collect a sales tax on sales, rents, and on services
provided in the borough. The sales tax may apply to any or all of these sources.

Exemptions may be granted by ordinance.

*Sec. 3. AS 43.60.010(a) isamended to read:

(@) Except as provided in (c) of this section, even’ [EVERY] brewer,
distiller, bottler, jobber, retailer, wholesaler, or manufacturer who sells alcoholic
beverages in the state or who consigns shipments of alcoholic beverages into the state,
whether or not the alcoholic beverages are brewed, distilled, bottled, or manufactured
in the state, shall pay on all malt beverages (alcoholic content of one percent or more
by volume), wines, and hard or distilled alcoholic beverages, the following taxes:

(1) malt beverages at the rate of ST42 [35 CENTS] a gallon or fraction
ofa gallon:

(2) cider with at least 0.5 percent alcohol by volume but not more
than 7 percent alcohol bv volume, at the rate of S1.42 a gallon or fraction of a

gallon:
(3) wine or other beverages, other than beverages described in (1) or

(2) of this subsection, of 21 percent alcohol by volume or less, at the rate of S3.41

[85 CENTS] a gallon or fraction of a gallon: and
(4) [(3)] other beverages having a comem of more than 21 percent

alcohol by volume at the rale of SI18.40 [$5.60] a gallon.

*Sec. 4. AS 43.60.010 isamended by adding a new subsection to read:

347

(c) A brewer shall pay a lax at the rate of 35 cents a gallon on sales of the first
60,000 barrels of beer sold in the state each fiscal year beginning July 1, 2002, for beer
produced in the United States if the producing brewery meets the qualifications of 26
U.S.C. 5051(a)(2). To qualify for the tax rale under this subsection, the brewer must
file with the department a copy of a Bureau of Alcohol, Tobacco and Firearms
acknowledged copy of the brewer’s Notice of Brewer to Pay Reduced Rate of Tax
required under 27 C.F.R. 25.167 for the calendar year in which the fiscal year begins

for which the partial exemption is sought. If proof of eligibility is not received by the

>2- SB0347A
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CS FOR SENATE BILL NO. 347(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE FL IANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED

"An Act relating to alcoholic beverages.”
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 04.21.010(c) is amended to read:
(c) A municipality may not impose taxes on alcoholic beverages except a

(1) property tax on alcoholic beverage inventories;

(2) sales tax on alcoholic beverage sales; a sales tax mav be imposed
on alcoholic beverages even if other sales are not taxed, or. if other sales are
taxed, a sales tax on alcoholic beverages may be equal to. higher than, or lower
than a sales tax [IF SALES TAXES ARE] imposed on other sales within the
municipality; and

(3) [SALES TAX ON ALCOHOLIC BEVERAGE SALES THAT
WAS IN EFFECT BEFORE JULY 1, 1985; AND

(4)] sales and use tax on alcoholic beverages if the sale of alcoholic
beverages wuhin the municipality has been prohibited under AS 04.11.491(a)(1), (4),
or (5).

-1- CSSB 347(FIN)
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* Sec. 2. AS 29.45.650(a) is amended to read:
(@) Except as provided in [AS 04.21.010(c) AND IN] (f) and (h) of this

section, a borough may levy and collect a sales tax on sales, rents, and on sendees
provided in the borough. The sales tax may apply to anyor all of these sources.
Exemptions may be granted by ordinance.

* Sec. 3. AS 43.60.010(a) is amended to read:
(@) Except as provided in (c) of this section, everv [EVERY] brewer,

distiller, bottler, jobber, retailer, wholesaler, or manufacturer who sells alcoholic
beverages in the state or who consigns shipments of alcoholic beverages into the state,
whether or not the alcoholic beverages are brewed, distilled, bottled, or manufactured
in tire state, shall pay on all malt beverages (alcoholic content of one percent or more

by volume), wines, and hard or distilled alcoholic beverages, the following taxes:

(1) malt beverages at the rate of S1.42 [35 CENTS] a gallon or fraction ;

ofa gallon;
(2) cider with at least 0.5 percent alcohol bv volume hut not more

than 7 percent alcohol bv volume, at the rate of S1.42 a gallon or fraction of a

gallon:
(3) wine or other beverages, other than beverages described in (1) or

*
(2) of this subsection, of 21 percent alcohol by volume or less, at the rate of $3.41 ]

[85 CENTS] a gallon or fraction ofa gallon; and

1

1

(4) [(3)] other beverages having a content of more than 21 percent |

alcohol by volume at the rate of S18.40 [S5.60] a gallon.

* Sec. 4. AS 43.60.010 is amended by adding a new subsection to read:
(c) A brewer shall pay a tax at the rate of 35 cents a gallon on sales of the first

60.000 barrels of beer sold in the state each fiscal year beginning July 1,2002, for beer

produced in the United States if the producing brewery meets the qualifications of 26
U.S.C. 5051(a)(2). To qualify for the tax rate under this subsection, the brewer must
file with the department a copy of a Bureau of Alcohol, Tobacco and Firearms
acknowledged copy of the brewer's Notice of Brewer to Pay Reduced Rate of Tax
required under 27 C.F.R. 25.167 for the calendar year in which the fiscal year begins

for which the partial exemption is sought. If proof of eligibility is not received by the

CSSB 347(FIN) -2-
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department before June 1, the tax rate under this subsection does not apply until the
first day of the second month after the month the notice is received by the department.

For purposes of applying this subsection, a barrel of beer may contain no more than 31

gallons.

-3- CSSB 347(FIN)
New Text Underlined (DELETED TEXT BRACKETED]
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AMENDMENT

0. ERED IN THE SENATE BY SENATOR WARD
TO: CSSB 347( ), Draft Version "F"

Page 1, line 1, following "beverages":
Insertand providing for an effective  date"

Page 3, following line 4:
Insert new bill sections to read:
"* Sec. 5. The ancodified law of the State of Alaska is amended by addiufea new section to
read:

CONDITIONAL EFFECT. This Acttakes effect only if a version of SJR. 23,
proposing amendments to the Constitution of the State of Alaska relating to an appropriation
limit and a spending limit, is passed by the legislature and approved by the voters during the
2002 general election.

* Sec. 6. Ifthis Act takes effect under sec. 5, it takes effect on January 1, 2003."



SENATE FINANCE COMMITTEE
3 IVSI2002COMMITTEE ACTION

BllNumber3~r~r*

Amer EL_
lotion i
Motion by kJard
|
Objection by L’Jrrn,kv ’vj; A
Removed
Second Objection by
Committee Member Y Vote N

Senator Green
Senator Hoffman m
Senator Leman vV
Senator Olson /
Senator Ward Y, >
Senator Wilken X
Senator Austerman X X X
Co-Chair Donley X
Co-Chair Kelly

Tally

Yea 1

Nay v — -

Absent -
L2
MOTION Jr. , 1S



rod

WORK DRAFT WORK DRAJT WORK DRAFT

22-LS1624VF

Cook

3/13/02

CS FOR SENATE BILL NO. 347( )
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): SENATE FINANCE COMMITTEE

A BILL
FOR AN ACT ENTITLED

"An Act relating to alcoholic beverages.”
BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 04.21.010(c) is amended to read:
(c) A municipality may not impose taxes on alcoholic beverages excepta

(1) property tax on alcoholic beverage inventories;

(2) sales tax on alcoholic beverage sales; a sales tax mav he imposed

on alcoholic beverages even if other sales arc not taxed, or, if other sales are

taxed, a sales tax on alcoholic beverages mav he equal to. higher than, or lower

than a sales tax [IF SALES TAXES ARE] imposed on other sales within the

municipality; and

(3) [SALES TAX ON ALCOHOLIC BEVERAGE SALES THAT

WAS IN FFFECT BEFORE JULY 1, 1985; AND

(4)] sales and use tax on alcoholic beverages if the sale of alcoholic

beverages within the municipality has been prohibited under AS 04.11.491(a)(1), (4),

or (5).

-1- CSSB J47( )

Now Text Underlined (DELETED TEXT BRACKETED I



© oo N oo o1 N

10
1
12
13
14
15
16
17

19
20
21
dd
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 22-1.S1624\F

*Sec. 2. AS 29.45.650(a) isamended to read:
(@) Except as provided in [AS 04.21.010(c) AND IN] (f) and (h) of this

section, a borough may levy and collect a sales tax on sales, rents, and on services
provided in the borough. The sales tax may apply to any or all of these sources.
Exemptions may be granted by ordinance.

* Sec. 3. AS 43.60.010(a) is amended to read:
(a) Except as provided in (c) of this section, even* [EVERY] brewer,

distiller, bottler, jobber, retailer, wholesaler, or manufacturer who sells alcoholic
beverages in the state or who consigns shipments of alcoholic beverages into the state,
whether or not the alcoholic beverages are brewed, distilled, bottled, or manufactured
in the state, shall pay on all malt beverages (alcoholic content of one percent or more
by volume), wines, and hard or distilled alcoholic beverages, the following taxes:

(1) malt beverages at the rate of S1.42 [35 CENTS] a gallon or fraction
of a gallon;

(2) cider with at least 0.5 percent alcohol hv volume hut not more
than 7 percent alcohol bv volume, at the rate of S1.42 a gallon or fraction of a
gallon;

(3) wine or other beverages, other than beverages described in (1) or
(2) of this subsection, of 21 percent alcohol by volume or less, at the rate of S3.41
[85 CENTS] a gallon or fraction ofa gallon; and

(4) [(3)] other beverages having a content of more than 21 percent
alcohol by volume at the rate uf S18.40 [S5.60] a gallon.

*Sec. 4. AS 43.60.010 isamended by adding a new subsection to read:
(c) A brewer shall pay a tax at the rate of 35 cents a gallon on sales of the first

60,000 barrels of beer sold in the state each fiscal year beginning July 1, 2002, for beer
produced in the United States if the producing brewery meets the qualifications of 26
U.S.C. 5051(a)(2). To qualify for the tax rate under this subsection, the brewei must
file with the department a copy of a Bureau of Alcohol, Tobacco and Firearms
acknowledged copy of the brewer's Notice of Brewer to Pay Reduced Rate of Tax
required under 27 C.F.R. 25.167 for the calendar year in which the fiscal year begins

for which the partial exemption is sought. If proof of eligibility is not received by the

CSSB 347( ) 2-
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department before June 1, the tax rate under this subsection does not apply until the
first day of the second month after the month the notice is received by the department.

For purposes of applying this subsection, a barrel of beer may contain no more than 31

gallons.

3 CSSIt347( )
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Alaska State Senate

S enate F inance C om m itte e

Mail Slop 3100
Siaie Capitol

official Business _
Juneau, Alaska oosoi-ns

SENATE BILL 347
SPONSOR STATEMENT

Alcohol use and abuse is exacting a serious financial, as well as social, toll on the resources of the Alaska
([qovernment, both at the state and'local levels. Senate Bill 347 addresses this drain on government resources in
wo 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 1953,

In May 2000, the Alaska Criminal Justice Assessment Commission issued a report in which the Alcohol Policy
Committee recommended both of these measures to address the ever-increasing alcohol-related costs to
?overnment. The committee believed that these measures would provide funds o put towards rehabilitative
reatment programs and services, that in turn, would lead to further savm%s through decreased recidivism and
decreased demand for state services. The ideas have been su%ported 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 f|eXIbI|ItY 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 aPprovaI. The legislation amends state
low to allow—NOT require— municipalities to impose a salés tax on alcoholic beverages regardless of whether
there is a lax on other kinds of sales. Addmonall;{, it allows municipalities to impose a sales tax that is equal to,
lower than, or higher than the rate set for other sles.

Currently, municipalities may impose a sales tax on alcoholic beverages onP/ if there is a_?eneral 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 choosm? 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 of 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 a%)rommately adime a drink and is anticipated
0 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 of alcohol on Alaska are sta ?enn?. Statistics show that Alaska ranks among the toP in per capital
alcohol consumption and incidence of 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% of 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 ogtmn 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.



Alaska State Senate

S enate F in ance C om m itte e

Mail Slop 3100
Official Business Stale Capiiol
Juneau. Alaska 99S0i-ii82

SECTIONAL ANALYSIS
SENATE BILL 347

“An Act relating to municipal taxation of alcoholic beverages”

Section 1. Amends AS 04.21.010(c)(2), regarding municipal regulation, to allow
municipalities to impose a sales tax on alcoholic beverages regardless of
whether they have a sales tax on other sales. Current statue allows a sales
tax on alcoholic beverages only if a sales tax exists on other sales. It also
allows the municipality to set the sales tax on alcoholic beverages at a rate
equal to, higher than or lower than, the sales tax on other sales.

Deletes AS 04.21.010(c)(3), which allows municipalities having sales
taxes on alcoholic beverages prior to July I, 1985, to continue to tax
alcoholic beverages sales. This section is no longer needed as all
municipalities may impose a sales tax on alcoholic beverages.

Section 2: Amends AS 29.45.650(a), regarding borough sales an use tax, by
removing the reference to AS 04.21.010(c) in the exceptions. Because
municipalities would no longer be restricted in placing a sales tax on
alcoholic beverages, this exception is no longer needed.

Section 3: Amends AS 43.60.010(a), increasing the excise tax on mall beverages
from $.35 to SI .42 per gallon; adding a tax on cider with .5%-7% alcohol
content of $ 1.42 per gallon; increasing the excise tax on svine or other
beverages of 21% alcohol from $.85 to $3.41per gallon and increasing the
excise tax on beverages with more than 21% alcohol content from S5.60 to

S18.40 per gallon

Section 4: Adds a new section lo AS 43.60.010 allowing a brewer producing beer in
the United States and qualifying under 26 U.S.C. 505(a)(2) to pay a tax of
S.35 per gallon on the first 60,000 barrels of beer sold



Current Statutes

SB 347

Sec. 04.21.010. Municipal regulation.

(a) A municipality may adopt ordinances governing the importation, barter, sale, and
consumption of alcoholic beverages within the municipality and may ban possession of alcoholic
beverages under AS 04.11.491(a)(5). An ordinance adopted under this section may not be
inconsistent with this title or regulations adopted under this title. In @ municipality that has adopted
a local option under AS 04.11.491(a)(1), (2), or (3), an ordinance is not inconsistent with this title if
it limits

(1) the monthly amounts of alcoholic beverages a person may import into the municipality;

(2) the percent of alcohol by volume that an alcoholic beverage may contain; a limit
imposed under this paragraph may not be less than 40 nor more than 76 percent alcohol by volume;
or

(3) the type of alcoholic beverage container that may be possessed in the municipality.

(b) After the adoption of a local option under AS 04.11.491(a), a municipality may adopt an
ordinance making the sale, importation, or possession of alcoholic beverages a misdemeanor to the
extent prohibited under the local option. The ordinance may not be inconsistent with this title or the
regulations adopted under this title.

(c) A municipality may not impose taxes on alcoholic beverages except a

(1) property tax on alcoholic beverage inventories;

(2) sales tax on alcoholic beverage sales if sales taxes are imposed on otber sales within
the municipality;

(3) sales tax on alcoholic beverage sales that was in effect before July 1, 1985; and

(4) sales and use tax on alcoholic beverages if the sale of alcoholic beverages within the
municipality has been prohibited under AS 04.11.491(a)(1), (4), or (5).

(d) At least 10 days before the date set for municipal action on an application for the
issuance, renewal, relocation, or transfer of ownership of a proposed license, the municipality shall
provide written notice of the proposed action and the time and place for a hearing to a community

council that
(1) is established by municipal charter or ordinance to advise the municipal governing body;

and
(2) hasjurisdiction over the area affected by the proposed action.

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

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

A Sitka ordinance which taxed the sales of alcohalic beverages at a four percent higher rate than
sales made on other commodities within the city and borough of Sitka violated this section.”Lagos v. Citv of
Sitka. 823 P.2d 641 (Alaska 1991),

Senate Bill 347
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Sec. 29.45.650. Sales and use tax.

(a) Except as provided in AS 04.21.010(c) and in (f) and (h) of this section, a borough
may levy and collect a sales tax on sales, rents, and on services provided in the borough. The
sales tax may apply to any or all of these sources. Exemptions may be granted by ordinance.

(b) A borough levying a sales tax may also by ordinance levy a use tax on the storage, use,
orconsumption of tangible personal property in the borough. The use tax rate must equal the sales
tax rate and the use tax shall be levied only on buyers.

(c) A person who furnishes proof, in the form required by the borough tax collector, that the
person has paid a sales tax on the source on which a use tax is levied by the borough is required to
pay the use tax only to the extent of the difference between the amount of the sales tax paid and the
amount of the use tax levied by the borough. This subsection applies to a sales tax levied in any
taxing jurisdiction whether inside or outside the state.

(d) If the assembly charges interest on sales taxes not paid when due. the rate of interest may
not exceed 15 percent a year on the delinquent taxes and shall be charged from the due date until
paid in full. This subsection applies to home rule and general law municipalities.

(e) A borough may provide for the creation, recording, and notice of a lien on real or
personal property to secure the payment of a sales and use tax, and the interest, penalties, and
administration costs in the event of delinquency. When recorded, the sales tax lien has priority over
all other liens except (1) liens for property taxes and special assessments; (2) liens that were
perfected before the recording of the sales tax lien for amounts actually advanced before the
recording of the sales tax lien; (3) mechanics' and materialmen's liens for which claims of lien under
AS 34.35.070 or notices of right to lien under AS 34.35.064 have been recorded before the
recording of the sales tax lien. This subsection applies to home rule and general law municipalities.

(0 A borough may not levy and collect a sales tax on a purchase made with (1) food
coupons, food stamps, or other type of certificate issued under 7 U.S.C. 2011 - 2025 (Food Stamp
Act); or (2) food instruments, food vouchers, or other type of certificate issued under 42 U.S.C.
1786 (Special Supplemental Food Program for Women, Infants, and Children). This subsection
applies to home rule and general law municipalities.

(g) [Repealed, Sec. 2 ch 159 SLA 1990).

(h) A borough may not levy or collect a sales tax on sales, rents, and services, or a use tax oil
the storage, use, or consumption of personal property on the following activities:

(1) the sale, lease, rental, storage, consumption, or distribution in this state of or the
provision of services relating to an orbital space facility, space propulsion system, or space vehicle,
satellite, or station of any kind possessing space (light capacity, including the components of them;

(2) the sale, lease, rental, storage, consumption, or use of tangible personal property placed
on or used aboard an orbital space facility, space propulsion system, or space vehicle, satellite, or
station of any kind, regardless of whether the tangible personal property is returned to this slate for
subsequent use, storage, or consumption; an exemption under this paragraph is not affected by the
failure of a launch to occur, or the destruction of a launch vehicle or a component of a launch

vehicle.

Senate Bill 347
Distributed by Senator Donley



Current Statutes

SB 347

Sec. 43.60.010. Alcoholic beverage tax.

(a) Every brewer, distiller, bottler, jobber, retailer, wholesaler, or manufacturer who sells
alcoholic beverages in the stale or who consigns shipments of alcoholic beverages into the state,
whether or not the alcoholic beverages are brewed, distilled, bottled, or manufactured in the state,
shall pay on all malt beverages (alcoholic content of one percent or more by volume), wines, and
hard or distilled alcoholic beverages, the following taxes:

(1) malt beverages at the rate of 35 cents a gallon or fraction of a gallon;

(2) wine or other beverages of 2 1percent alcohol by volume or less, at the rate of S5 cents a

gallon or fraction of a gallon; and
(3) other beverages having a content of more than 21 percent alcohol by volume at the rate

of S5.60 a gallon.
(b) [Repealed, Sec. 3 ch 235 SLA 1976].

History -
(ISec. 55-4-31 ACLA 1949: am Sec. | ch 73 SLA 1957: am Sec. 1ch 61 SLA 1961: am Sec. 28 ch 70 SLA

A%G% am Sec. 1ch 61 SLA 1971; am Sec. 3 ¢h 235 SLA 1976; am Sec. 1ch 46 SLA 1983)
inions -
d The clear wordm% of this section leaves little room for interpretation. 1960 Op. Att'y Gen., No. 3.

Alaska can tax retail liquor stores and b,ever%gse dispensaries located within m|I|tagy reservations if
they do not fall within the exemptions set forth in 4 USC 107. 1960 Op. Att'y Gen., No. 16. N

The Alcoholic Beverage Control Board ma?/ requlate the sale of mtoxmatln(t; beverages on military
reservations by businesses which arc not instrumentalities of 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 réstrictions for security reasons), and may
lake any action authorized by Alaska liquor statutes if they are not doing business in conipliance with stale
liquor faws and reguilations. 1960 Op. Att'y Gen., No, 16." o _

Members of 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 of 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 disperisary or licensed retail liquor store. 1960 Op. Att'y Gen., No. 16,
_ Civilian_clubs are subject to state liquor laws and regulations anJ are subject lo stale revenue laws.
1960 Op. Att'y Gen,, No. 16. _ . . _ o

In de ermlnln% 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 of the tax
was on a federal instrumentality. 196 OR._ Att'y Gen., No. 3. _ _ o

An analysis of the substance of this section will only reveal that the liquor excise tax is not imposed
%n any agency or other instrumentality of the federal goverriment. 1960 Op. Att'y Gen.. No. 3,

ecisions -

~ The application of an industrial credit to the malt liquor excise tax was not unconstitutional as bem?
in violation of both the commerce clause of the United States Constitution and the equal protection clause o
the 14th amendment of 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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Alaska Statute 04.21.010 (c)

When the liquor laws were codified in 1980, AS 04.21.010(c) was enacted to read:

¢) A municipality may not impose taxes on alcohol beverages except
(1) property taxes on alcoholic beverage inventories; and
(2) sales taxes on alcoholic beverage sales (emphasis added)

When the legislature rewrote Title 29 in 1985 (House Bill 42), it also amended
various other statutes, one of which as AS 04.21.010(c). The amendment revising
AS 04.21.010(c) to read as it does currently was first discussed and adopted by
the Senate Finance Committee. It changed the statute to read:

¢) A municipality may not impose taxes on alcohol beverages except
(1) property taxes on alcoholic beverage inventories; and
(2) sales tuxes on alcoholic beverage sales ifsales taxes arc imposed
on othersales within the municipality; and
(3) salestaxes on alcoholic beverages sales that were in effect before
July 1, 1985. (emphasis added)

Attached are excerpts taken from the Senate Finance Committee minutes dated
May 7 ad May 8, 1985, covering the discussion of this amendment.

Senate Bill 347
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Senator Eliason moved the amendment relating to sales taxes on alcoholic beverages. He
explained that in 1980 the legislature restructured liquor bills (Title 1V). 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 hill.
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 hill 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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Municipalities Imposing a Tax on Alcoholic Beverages

Bethel: 5% alcohol tax (same % as Fish, MVRT, & gaming: also has 3% bed tax)
Craig: 6% liquor tax (same % as raw fish tax)

Dillingham: 10% liquor tax (same % as bed an draw fish; also has5% gaming tax)
Fairbanks: 5% alcohol tax (also has S% bed and tobacco tax)

Juneau: 3% liquor tax (also has 7% bed tax and 67c alcohol tax)

Kotzebue: 6% alcohol tax (same as bed tax) not a sales tax; paid onimportation
Unalakleet: 5% alcohol tax (same as bed tax)

Municipalities Prohibited from Imposing a Sales Tax on Alcoholic Beverages
because they have no other sales taxes:

Akhiok Anvik Chuulhbaluk Coffman Cove
Delta Junction Eagle Ekwok Houston
Kachemak Kallag Kasaan Koyukuk
Kupreanof McGrath Mctlakatla New Stuyahok
North Slope Borough Northwest Arctic Bor. Nulato Old Harbor
Port Heiden Port Lions Ruby St. George
Tanana White Mountain

Municipalities Limited in What Sales Tax Could be Imposed on Alcoholic Beverages
(Maximum Amounts listed in parentheses)

Akutan (1%) Aleknagik (57c) Aleutians East Borough (27¢)  Anchorage (15%)
Anderson (8%) Aniak (2) Atka (10%) Betties (2%)
Bristol Bay Borough (6%) Chignik (2%) Clarks Point (5%) Cold Bay (8%)
Cordova (6%) Denali Borough (77c)  Egegik (17r) Pbks Bor (87c)
False Pass (2%) Fort Yukon (3%) Galena (3%)Haines (4%) Haines Bor (5%)
Homer (3.57¢) Hoonah (57¢) Hydaburg (47r) Kake (5%)

Kenai (3%) Kenai Borough (2%)  Ketchikan (6%) Ketchikan Bor (4%)
King Cove (3%) Klawock (6%) Kodiak (6%) Kodiak Bor (5%)
Lake & Pen Bor (6%) Larsen Bay (3%) Mal-Su Borough (5%) Nenana (37¢)
Newhalen (2%) Nome (4%) Ouzinkie (3%) Palmer (37c)
Pelican (6%) Petersburg (6%) Pilot Point (3%) St. Paul (3%)
Sand Point (7%) Saxman (3.5%) Seldovia (4.5%) Seward (4%)
Sitka (67¢) Skagway (8%) Soldotna (3%) Tenakee Spr (6%)
Thome Bay (3%) Unalaska (5%) Valdez (6%) Wasilla (2%>)

(
Whiltier (3%) Wrangell (77r) Yakuial (47c)
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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
Difference in cost to consumer

one drink $0.25 $0.2S $0.26 $0.45

four drinks $1.00 $1.10 $1.05 $1.80

ten drinks $2.50 $2.75 $2.63 $4.50

. 6-Pack of Case of 1.5 mL of 5th of Jack

LIC]UOY Store Budweiser Budweiser Wine 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

Difference in cost to consumer $0.88 $3.26 $1.61 $3.55

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 beeris S1.07 (51.42 - .35)

a 6-pack of beeris 72 ounces or .563 gallon

$1.07 times .563 equals .60

Sorata Bill 347
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E xecutive Summary

The Alaska Criminal Justice Assessment Commission (CJAC) was created in 1997 when the
National Institute of Corrections selected the State of Alaska to participate in the federally-funded

Criminal Justice System Project. The Governor’s Criminal Justice Cabinetlsought participation in

the project to study the problem of prison overcrowding. Its goal was to bring together

representatives from across the criminal justice system spectrum and members of the public to
participate in the review and to collectively develop recommendations to alleviate the problem.
Once Alaska was accepted into the project, Governor Tony Knowles, Chief Justice Warren

Matthews, Senate President Mike Miller, and House Speaker Gail Phillips appointed the members

of the Criminal Justice Assessment Commission. All three branches of government were

represented on the Commission along with a number of other groups and individuals with interests

in criminal justice issues.

The Commission began meeting in July of 1997. Participants included representatives from:

Alaska’s Supreme, Superior and District Courts; the Alaska Court System administration; the
Criminal Justice Cabinet; the Public Defender Agency; the Office of Public Advocacy; the Alaska
State Legislature; the Alaska Judicial Council; Victims for Justice; the Alaska Native Justice Center;
and the substance abuse treatment community. The Commission used a consensus model to cany

out its work and develop recommendations.
The Commission created five committees to cany out its work:

Alcohol Policy Committee;
Decriminalizing the Mentally 111 Committee;
Pretrial Practices and Procedures Committee;
Probation and Parole Committee; and
Sentencing Committee.

Committee membership included representatives ofstate and local agencies, treatment providers,
and other interested organizations and individuals. Each committee held regular meetings to study
issues and generate recommendations and proposals to present to the Commission. The
recommendations adopted by the Commission are summarized below.

1In 1995, Governor Knowles directed that a ?roup of his cabinet members meet on a re%lar 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 of Public Safety, Corrections, and Health and Social Services, i referred

to as the Criminal Justice Cabinet.
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The Commission addressed a broad

Summary of Commission’s Recommendations

spectrum of criminal justice issues and adopted

recommendations emphasizing the following areas:

Increase funds available to state and local governments for substance abuse programs
through increased taxes on alcohol sales;

Develop measures to reduce substance abuse related crime;

Explore all available means to reduce the disproportionate numbers of Alaska
Natives and other minorities throughout the justice system;

Take steps to address the well over one-third of the state’s prison population that
suffers from mental disabilities;

Encourage the provision of adequate treatment beds, out-patient programs and
follow-up care for offenders with substance abuse, mental health, sex offender and

other treatment needs;

Develop new programs anc expand the use ofexisting programs that divert various
types of offenders from the justice system through use of alternative sanctions such
as community work service and restitution, and through use oftreatment alternatives;

Make needed statutory and policy changes to streamline criminal justice processes
such as through statewide standardization of various procedures;

Find better ways to assure that misdemeanor offenders comply with court orders and
conditions to better protect the public and to aid rehabilitation;

Find ways to more effectively serve communities statewide, emphasizing the need
for cooperation with local governments and other organr itions, especially in rural

and Bush areas;
Improve interagency co.nmunication and policy-making procedures;

Encourage agencies and local governments to incorporate principles of restorative
justice - holding offenders accountable to the victim and community - into programs
and policies throughout the criminal justice system to the extent appropriate and

feasible.



to explore further the principles of restorative justice and continue to
implement programs and policies that support these principles.

Action Needed: May require agency policy changes or action but no

immediate need for funding.

Implementing Agencies: All criminal justice system agencies.

Appropriate organizations should explore all available means to reduce
the disproportionate number of Alaska Natives and other minority
offenders and victims in the justice system. These efforts should include
increased reliance on local justice initiatives and treatment programs.

Goals: Reduce the disproportionate number of Alaska Natives and other
minority offenders and victims in thejustice system.

Commentary: The Commission, like many groups before it, is concerned
about the disproportionate number of Alaska Natives and other minority
offenders and victims in the justice system. It believes that state and local
agencies and organizations should work together to reduce their
disproportionate representation. Many ofthe recommendations in this report,
such as the expansion of treatment programs, particularly in rural and Bush
areas, better enforcement ofalcohol distribution laws, and the consideration

of cultural relevance in treatment programs, are intended to address this

problem in some measure. Local communities and organizations should

participate in identifying other means of reducing the disproportions and in

implementing those means.

Action Needed: May require agency policy changes or action but no

immediate need for funding.

Implementing Agencies: All criminal justice system agencies, local

communities and organizations.

Alcohol Policy Committee Recommendations

The Commission supports an increase in the statewide excise tax on

1.
alcoholic beverages by measures such as Initiative 99ATAX.



Goals: To reduce crime and child abuse, to increase public safety, and to

reduce costs of criminal justice system agencies.

Commentary: The Commission believes the excise tax on alcoholic
beverages should be increased. Studies show that when the price ofalcohol
is increased, the amount of alcohol consumed by every type of drinker
decreases. A decrease in consumption reduces the number of alcohol-
associated problems - violent crime, child abuse, sexual assault, suicide,
motor vehicle fatalities, and drunk-driving - all of which result in immense
costs to the state. According to a 1989 estimate by the State Office of
Alcoholism and Drug Abuse, the state spends $184,829,417 annually in costs
associated with substance abuse. In 1999 dollars, that cost is now
$245,823,125. A tax increase would cost nothing to implement. Yet, it

could potentially reaiize great savings through a reduction in costs associated

with alcohol abuse.

Taxes on alcoholic beverages have fallen by almost 75 percent since 1961.
In 1961, the tax on the average alcoholic drink was equivalent to $0.47 in
1997 dollars. In 1997, the average tax on an alcoholic drink in Alaska was
only $0.13. The legislature has not increased alcohol taxes in Alaska since

19S3.
The $.25 per drink tax increase proposed in Initiative 99ATAX would

generate $70 million dollars each year in new tax income. A portion of this,
used within the constitutional limits for state spending, could fund
rehabilitative treatment programs and services that, in turn, would lead to
further savings through decreased recidivism and decreased demand for state

services.

Action Needed: Requires substantive legislation but no new funding.
Implementing Agencies: The legislature and the Department of Revenue.

The Commission support.* legislation allowing municipalities to tax
alcoholic beverages at a ra e independent of the rates used for other

sales.

Goals: To reduce crime and child abuse, to increase public safety, and to
reduce costs of criminal justice system agencies.



Commentary: Underpresent .Alaska law, cities may not impose a sales tax
on alcohol that is higher than the tax imposed on the sale of any other item.
See AS 4.21.010(c). Permitting cities to exercise their discretion to tax
alcoholic beverages at a rate determined by the community, independent of
the taxes assessed on other sales, would produce many ofthe same benefits
described in the commentary to Recommendation B-l above.

Action Needed: Requires substantive legislation but no new funding.
Implementing Agencies: The legislature and local communities.

The legislature should remove the statutory cap and increase wholesale
license fees to fund increased enforcement of Title 4 statutes.

Goal: Toprovide better enforcement of laws regarding sales and distribution

ofalcohol.

Commentary): Enforcement of Title 4 laws regarding the sale and distribution
of alcohol needs to be more aggressive. More aggressive enforcement
requires additional funding for more enforcement personnel. Increasing the
revenue generated through license fees, which are already earmarked for
local enforcement of Title 4, is an appropriate and reasonable means to

generate additional revenue.

Under existing law, liquor wholesalers pay a licensing fee calculated on the
amount of sales that they complete, up to a statutory cap of $10,000 (the
maximum license fee charged to a wholesaler who distributes more than
$1,000,000 ofalcoholic beverages.) The legislature should remove the cap
on those fees. A wholesaler who sells $2,000,000 worth of alcoholic
beverages should be expected to pay a higher licensing fee than someone
selling halfthat amount. Increasing the wholesale liquor license fees would

generate approximately $350,000 to $500,000 in new revenue.
Action Needed: Requires substantive legislation but no funding.

Implementing Agencies: The legislature, the Department uf Revenue, and

local communities.



ALASKA STATE

H ospital & N ursing H ome

ASSOCIATION
January 08, 2001

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

Dear Senator Donley:

Welcome back to Juneau! 1 am looking forward to working with you in the upcoming session as
you deal with the budget and issues at hand.

We from the Alaska State Hospital and Nursing Home Association (ASHNHA) will be visiting
with you in the near future regarding issues that are important to the healthcare industry in
Alaska. Many ofour issues have been around for some time and we will be soliciting support for

those as well as a couple new ones this year.

Finance continues to be of concern to our hospitals. Medicaid isa big part of the budget and is
always under scrutiny in times of budget cuts. We will be providing you with information to
indicate the necessity for the entire amount. The addition of the Children's Health Improvement
Program (CHIP) and pregnant women at the 200% of poverty level to the list of those available
for services has been of great benefit to additional numbers of Alaskans who were without proper

healthcare.

Allowing municipalities to vote on taxation of alcohol in their communities is a major concern.
Public inebriates continue to be a real problem for our hospitals...municipalities should be
allowed to ask the people if they want to address the problem in their areas by taxing themselves.
[ believe communities should have that right! The legislation has passed the House in the last
session but did not pass the Senate. Intimes of decreasing revenue to communities, theyneed to
have tools available to help them address problems in their areas.

ASHNHA will be holding a Board Meeting the first of Februaiy in Juneau. In conjunction with
that, we will be hosting a breakfast at the Baranofon February 1for legislators and members.
We will have two short presentations on items that are crucial for the healthcare industry. You
will be receiving a formal invitation, but Ijust wanted to let you know it is coming. Please come

and meet your hospital administrator.

Again, welcome to Juneau and I look forward to seeing you soon.Ifl can be ofassistance to you
as you address any of these issues, please let me know.

President/CEO
426 Main Street * Juneau, AK 99801 + (907) 586-1790 « 'Fax (907) 463-3573



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 ofalcohol 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, therehy 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 ofalcohol 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 Evan?ehcal
Lutheran Church in America, meeting in Statewide assembly on June
10, 2000, urge members ofthe 2001 Alaska Legislature to give strong
consideration o legislation which would substantially increase the

user fees (excise tax) on alcohol.

Submitted by Pastor Obed Nelson

Passed unanimously by the Alaska Synod—Evangelical Lutheran Church in America in Petershurg,
Alaska, June 10,2000.
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An Alcohol Index for Alaska

Alaska has the second highest per capita aicohol consumption in the U.S.
Annual per capita alcohol consumption for ages 14.and over was 348 gallon in FY65.
The most recent annual rates are 2.64 gallons for FY97 and 251 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 hirth 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 alcohal.
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 Inrural Alaska is 4 times tho national average.
The suicide rate among rural Alaska children i 9times 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 ofwomen 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.
Jou'ce: Sm p. 20, B

17

Source: “Finding the Answers to Tough Questions about Substance Abuse in Alaska,” 1999
Annual Report, State of Alaska, Advisory Board on Alcoholism and Drug Abuse, p. 17.
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ALASKA'S ALCOHOL INDEX
Year 2000

Enough alcohol was sold in Alaska in FY99 to add up to 514 drinks for every man,
woman and child. That's based on an Alaska population of 627,000 and

323,689,076 drinks of beer, wine or spirits.
State of Alaska, Departments of Labor and Revenue.

Approximately 30% of Alaskan adults don't drink.

The negative consequences of alcohol abuse generate costs to the taxpayer at about 77

cents a drink. In Alaska, that means just over 5249 million In FY99.
NIAAA « “The Economic Costof Alcohol and Drug Abuse in the U.S."

The current Alaska excise tax on alcohol has not been changed 1983, even for |nﬂat|0n.
Alaskans who drink pay a little over three cents tax on a beer or
a glass of wine, and a little over four cents on a shot of hard liquor.

This raised about S12 million In state revenue in FY99,
State of Alaska, Department of Revenue

You can do the math: S249 million - 512 million = agap of S5237 million.

Alaska ranks first among all states in alcohol mortality.
How Does Alaska Stack Up?

Alaska's arrest rate for driving under the influence (DUI) and
Alaska's rate of alcohol-related vehicle fatalities

are among the highest In the nation.
How Does Alaska Stack Up?

Substance Abuse amonqg elders is a much bigger problem than most people realize.
Up to 1 7% of the older population abuse alcohol,

prescription and non-prescription drugs,
NCOA/SAMHSA

Fifteen to 25 percent of people over 65 have significant symptoms of mental lliness.
Depression is frequently part of the problem. Alcohol is a depressant that can easily

make matters worse.
NCOA/SAMHSA

As many as halfof people with serious mental illnesses develop alcohol

or other drug problems at some point in their lives.
Mental Health: A Report of the Surgeon Ceneral

In many Alaskan communities beer Is cheaper than milk,
fruitjuice or brand name soft drinks.

Nearly 60,000 Alaskans misuse, abuse or are addicted to alcohol. About 14,000 seek

alcohol prevention or treatment services in programs that receive state funds.
5tate of Alaska, Division of Alcoholism and Drug Abuse

The prevalence of alcohol dependence and alcohol abuse in Alaska is
just about twice the national average. About 7% nationally, and nearly 14% for Alaska.

Alaska has the highest Incidence of Fetal Alcohol Syndrome (FAS) in the world.

FAS is totally preventable. Lifetime costs for an FAS birth are at least 51.4 miillion.
Slate of Alaska. Department of Health and Social Services

Reprint from the 2000 Annual Report
Advisory Board on Alcoholism and Drug Abuse - (907) 465-8920
Source: "Alaska’s Greatest Hidden Tax: The Negatiave Consequences of Alcohol & Other
Drug Abuse and Dependence,” 2000 Annual Report, State of Alaska, Advisory Board
on Alcoholism and Drug Abuse.
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Advisory Board on Alcoholism and Drug Abuse
240 Main Street, Suite 101 - Juneau, Alaska 99801
PO Box 110608-JUNEAU, ALASKA99811-0608
(907)465-8920 - 1-888-464-8320 - fax (907) 465-4410

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 0 falcohol 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 of the last

Alaskan attempt at this effort, which occurred in 1989,

The accomP_anyi_ng study has been carefully Rre_pa_red_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 resicents.

Data collection is not easy when the problems and costs are spread across many parts of state government.
The research team found many areas where Alaska specific data is not ?athere . They did find the
framework for this ?rOJect in @ major national study released bY the National Institute on Alcohol Abuse
and Alcoholism in 1998. It gave thiem a broad range of 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 h|?her_healt_h 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 of that as we look at the total cost.

Now that the work is done, the study reveals that the economic costs ofalcohol 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 of the ,study. If you have questions, please direct them to our Juneau office,
465-8920 Or [-888-464-8920. Additional copies of the Executive Summary or the complete study are

available upon request.
Sincerely,

Alu-c. 1 nd'

Eric Tomasino, Chair ,
Advisory Board on Alcoholism and Drug Ahusc



Table of Contents

EXECULIVE SUIMIMAIY .ottt e e e e e e e et et e e e e e et e e e e e e e e e e e e eeeeeeennnnes 1
P rOAUCTIVITY LOS SO S ittt oottt e e e e e et e et e e e e s e be b e e e e e e e e e eeeeeeeennnnes 5
Y U] 0] 0 0= T Y2 PO PPPRTRPI 5
Lost Production DUue t0 MOIAlitY.......cccuiiiiiii i et et e e e e e 6
Lost Production Due to Diminished ProducCtiVity...........cccouiiiiiimiiiiiiiiaee e 9
Lost Production Due tO INCArCEIatiON. .......ccoiiieeeieiieiie et n
Lost Production Due to Alcohol/Other DrugTreatment..........coeeeeieiiiiiiiieeiei e 14
TrATTIC GG S .. e et e et s 15
Criminal Justice and ProteCtive SEerVICES.......uuiiiiiiiiiiiiiie et 18
CHIMINAI JUSTICE ...t e et ettt a e e e e e e e e e e e e e e eeeennennnnnnes 18
PrOTECHIVE SEIVICES. ..ottt e e e e e e ettt e e e e e e e e e e e e e e e eeeees 24
HEAITN C Al ... et e e e e e e e e et et s 25
L (01 o] = LI O 0 1= 26
Residential and Outpatient Alcohol and Other Drug Treatment COStS...........cceeeeeeeeeeenne. 28
MediCal OULPALIENT COSTS...iiuiriiiitiiiiiiir e et e e e e e e e e e e e re e e e s 29
Prescription Drugs and Nursing Home Care COSIS......ccccvviiiiiiiiiiiciincce e 30
Fetal AICONOI SYNAIOME... ..o e e e e e e e e nnnaaees 30
AIDS @NA HIV COSES .ottt e et e e e e e e e e e e e e e eeeees 32
HepatitiS B @nNd C COSES. ..uuuiiiiiiii et e e e e e e e e e e e e eeeees 33
Public Assistance and SOCial SEIVICES. ... 34
Employment and Tax Impacts of Alcohol Sales...........ooooiiii e, 35
37

I e N R (=1 (1 1 TS T



Executive Summary

The AdwsorY Board on_Alcoholism and Dru% Abuse, throurqh the Alaska
Deopartmento Health arhd Soclal erV|ces contracted with McDowell Gr u[g Pnl

001 to con uctatwo ase stu on th eeconom|c costs of alcohol and other ug
abyse In Alaska. Phase One of this stu identif |e potentlal data sets needed |
estlmatet e economic costo oho and other J %se In A t nase Two
estimates the economic costs 0 acohol and other drug abuse In Alaska. This report
IS the second phase of the two-phase study.

Icohol and other drug abuse impacts the economy in man wa Pu lic safet
eaPn care and puqugsslstance aFr)e among the areas | gacted }/yfco oPan(ff ot%gr
d a USE. The extento these Impacts IS evident |n he level of alcohol an ‘her
d)(?n ency and its assomat cost on the Alas a econom Accor mg 04
Percent 0 % popAJ at|on IS aco ] 1,00

resld nts% wh|le h percent is other dr Sg epen ent % re3| ts T e cos o
thls ﬁ) dence toteAaska eco om st| ted to 614m|I| n during 1999,
buse costs acco nted for $45 m|I|on 74%1 Otherdruga use costs were

est|mate at $161 million (26%). Costs by category include:

o $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.

et to AT S PR B ARE e, 10

Public Assistance (1%)

Productivity
Losses (52%)

Criminal Justice System &
Protective Services (24%)

Traffic Crashes (3%)

Economic Costs of Alcohol and Othor Drug Abuso in Alaska, Ptwso Two McDowoll Group, Inc. * Pago 1



More detailed study results for each cost category are presented belo e of the
econom?c%ene Its rgla rtj manu?acturrnggan%l sa?epo? Tcohol are a \Afso mEquded

Procictivity LoSses

Lost prodyctivity ?ccurs when aIc&hoI and other drug at)use results in premature

geath, requced “efficienc ?f WOrKe througnt rrgysrca orrrﬂg tal rm airment,

mcarceran?n for crrmma ense an npatl atment Prta ization, The
dents, results in

educed efficien 0r pre t re death of Alaska res

[ess production oty googs aPnd Services, pan thus a cost to soclety.

Alcohol . and é)ther drug abuse in AIaska cos& an. estimated $319 million n lost
Pnr&aggtrvrty uring 1999. Components of productivity losses and associated costs

J Premature death from alcohol anét other dru? abus% n Alaska resulted in an
?trmae $172 million in lost pr(? uctrvrtg The annual average number
deatns from alcohol and other drug abu ebetween 1994 and 1998 was 224,

o« Workers rm aired hy alcohol and other drug abuse had an estimated reduced
i ?askva %110 (tjlron durmggl999 Thrs(rj cluges 100 mr?l(rjon n

roqu trv
gl ? fa rp rmparrmentand 10 million in'other drug- rertate impairment.

+ Alaska co&ts from alcohol and other dru related rncarceratr%ns totaled an

estimated $29 million in lost é)roductrvr Oy rrn% urrng at period, 985
Inmate Incarcerations were directly related to alcohol and other drug abuse.

+ Lost productrvrt% rom Alaska resrdenta recejving inpatient treatment for alcohol
and other drug abuse cost an estimated $8 million’in 1999,

Traffic Qrashes

AIcohoI and other dru abuse are a major cause of traffic crashes in Alaska. There
were 1 8 trap‘r crasnes In Alaska ttrrlﬁutgd to alch .and othehdru abuse
9.0 ese cras es 31 were fatal. 83 were m [ gurgt crasnes, 388 were

|

durmIg
minor injury crashes, and 556 had property dama eon Th mated costs from
these cra&He% were more than $21 mr?lroﬁ Cgsts InC ded

+  $8million for legal costs.

*  $9 million for insurance administration costs.
*  $4million for properly damage costs.

« $L million for workplace costs.

Co?ts %y traffic accident category in 1999 were more than $21 mil“on. These
Include

»  $12 million from major injuries.

+  $4 million from fatalities.

*  $4 million from minor injuries.

»  $L million from properly damage only.

Economic Costs of Alcohol and Othur Drug Abuso In Alaska, Phaso Two McDowoll G'oup, Inc. *Pago 2



Criminal Justice

Alcohol and other drug abuse contripute to crime anﬂ child abuse. In 1999, an
estimated 1 100 arrest| ere attyibuted to alcohol an ? erdru abuse uring this
same eriod, 32,360 Aaska residents were vrctrmf alcohol and oth era ug abuse-

related crimes. Csts attrihuted to crime-related alcohol and other dru e In the
state were nearly %102 million gurrng this period. Crime costs in 1999 mgude

» $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 rotectrve services attributed to alcohol and other drug abuse cost
an estimat (fd $44 million jn Alaska durn %1999 These costs Includé foster care
services, adoption care services, residential care services, and social worker Services.

Herdth Care

Health care costs attrrgute?] t0 %’cohol nd other dru% abuse result from illnesses or
|n uries. Alco o an % use can result i crrrhosrs of the liver,

ertension, diabetes, st mach cancer, fo name Just a fe alth care costs
rey gte d to alcohol and ot%er rug abuse tot ied an estrmated &23 mrhron in 1999,

Health care costs included'

» Hospital costs from ||Inesses and |

aBuse reateéj health care coﬂts a
anuse-related costs were $5 million.

* Alcohal 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,

J Pr;a(rer%alrceutrcal costs were estimated at $9 million, while nursing home costs

» Total health care costs for FAS births rang1 d from an estrmateg %21 million based
on an mcrdence rate o for ever 000 ljve births to $42 myllion for an
Incidence rate of é)r everg live births. Using these incidence rates,
Alaska had an estrmate range of FAS brrths of 14t0 28 In"1999,

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

mtravenousd ug abuse.

+ Costs for medrcal treatment of hegatrtrs Band C causeér by intravenous drug
abuse was $5 milljon. Intravenous drug abuse contributed to'433 hepatitis B an

C cases in Alaska 1n 1999,

n(rurres were estimated at $53 mjllion. Alcohol
counted for $48 million, while other drug

Economic Cods ol Alcohol and Other Drug Abuse in Alaska, Plwso Two McDowoll Group, Inc. « Pago 3



Public Assistance and Social Services

A portion of Rd h Fssrs(sancreeexgendrtures can be attrrbuted to alcohol and o(})hfr

drug abuse. a rug-dependent persons may qu
assrgtance becauseo reduc (5 in omegrna % g fo h%f oryd% EH/ cause z
substance ab tée C?sts attrr ute to abuse (program adm nrstratron Costs only) wer

an estimated $4 million In 1

EpoyTent Inpects of Acchol Sl

thou hthe focus of thrs study is cent red on the cost of alcohol and other dr
Ab J onY/c en e&s assocratet? w?th the sa?e of0 alcohovg

use, “there are som. n
evera es. These economrc enerits rnc yde employment, Income and tax revenues.
In. 1999, there W?re a proxrmaf %3000 obs rn alcohol related industries in Al Slt
wit earnrn%s 0T approximate Omr lon. State excise tax revenue on alcoholic

beverages, collected at the wholdsale level, was approximately $12 million.

Actiel Coss

It is critical the reader recort;nrze that the alcohol and other drug -related costs

refented n thrﬁ study are estimates o}r]rlg/ Actua| costi ?uld be% Rerc nt hrgh
r lower than the total presente? In this report, Vely ittle under l? a2 ex|sts
regarding the monetar rmRacto alconol an other drug abuse in Alaska. There is a

cléar need for more comprehensive research,

or this repo[t the owe(]l Group study team uied na ronal d to estrmate
askas alcohol an ot er ru abuse Costs an then a Justed ese %osts for
Alaska's rgher cost of living. T e st 3/team relied h ?avr on a 99? gu Ication
from the Natjonal Institute o se and Natrona Ins rtute onA Abuse
and AIcohoIr m NIDA NlAA an a 1999 stud chor the Wash rnBton State

De artmento So an Healt ervrces Drvrsro ohol dadad Su fta ce Abuse.
sex austrve an orough as t esestu ies arete do not a ress aska's higher

acoho rates or |s her cost f providing services, Aaskas Icohol- eQJen ent
S

HIS o enatrona verage accordrnq 0 resultso the Ala O(hdut
ouse one Surw Jt ucted bPI the Gall ganization, In a

cost-of- rvrn |n Icators published by American Cham ero ommerce Researchers
Association ACCRA& show Anchorage health care costs were 65 percent higher than

the national average during 1999,

In nearlg all cases Alaska specrfrc data were not avarlable on the amount of cnme
N costs, os ro uction, and t er%ubrc assrstance that can ‘j

attrrbute to%? Hand other ahuse. Eﬁstrm(a ogrrrbarg\oagng%)ro ac%e

Bteste dmae odoIo les, Natron%I orms.are
anuse and dependerice than 1s t e case in Alas ompre ensive development o
Alaska specific data is recommen ed.

Economic Costs of Alcohol and Ollior Drug Abuso in Alaska, Phaso Two McDowoll Croup. Inc. « Pago -l



Productivity L osses

Summary

Alcohol and other drug abuse cost Alaska an estimated $%1? Iron |n lost
gro uctrvrt during 1999, Lost pro uctrvrtY occursw en alconol and other rug
buse (esu S In gremature death, rer}uced efrcrenc of workers threJJ sical or
menta |mHoa|rn nt mcarcer?tron or crrmma otfense, an? reside ts [ urrrn
Inpatient treatment or osprtk ization. Qverall, the reduced efrcrencyo em oyee
or prematur eath of Alaska residents results in \ roduction” of good? ?
services, and thus |s a cost to society. Figure 1 |ust ates the sources of lo
productivity In the Alaska economy,

s A

Alcohol-Drug Treatment (3%)

st

i 0,
Diminished Production (34%) Incarceration (9%)

Mortality (54%)

' Esr?m%%é‘éeﬂ%%mmfr%”n O e T e g o reated 1,1
illion 1
flmn In estrmated osse andprremales %(9 J[Ir n. An avera e 0? 92 deat
annua 0y can be attrj uteé t?aco ol an other ru? ahuse bétween 1994
1998. Total number of deaths from all causes In Alaska n 1998 was 2,579.

na

$143

ed
an

nd
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* Alcohol and other dryg abuse can rm air worker performance resultmg in lost
Pro uctivity. stimated. 41,0 Igska resrdent are alcohol engent
esu trnﬂ in re uc pro uctrvrt of $10 Iro |n 19 9. Another 000 esicents
Were otner ruP eﬁen ent resaltin |n$ m Ilion n diminishe ro uct |vrg

ﬁmae ri ufatio ac?ounteg for the largest gortron of lost pég ﬁ\vrt at $92
million, while estimates tor productivity losses for remales were

o Of the 3,428 AIaskg residents Ancarcer eel for cnmrnal acts, an estrmated 985
rncarceratrons can be attributed to alcohol and other drug abuse jn 1999. Lost
Bro U trvrt was estimated at $29 million from incarceration of alcohol and other
rug depen entrnmates

’ Trmes ent by Alaska residents, while receiving inpatient treatment for aI ohol
an ot rdrt}/%]abuse resu(rited in 8mrf|on mglosp proguctrvrty In 1999, These
Igures do not measure actual cost of treatment.

Lost Production Due to Mortality

The Iargest cost to Alaska residents from alcohol and other drug abuse stems from
roductivit Ifses due. to premature death. Death from. alco oI and other dru?
buse canr suI from suicide. motor vehicle crashes, homici ? irrh osrs lanetes, 0
oth er med rca Causes. Frogrean economi¢ point of view, an Aas a resident Brovrdes

two pe rodyction benefits, The first 1s > the form of employment. By bein
3/ 3 thg resrrient IS contrrbutrng to éhe overall benefrt oP A)(

ska socret}/] tfg
ro ucl g\goods and services. The secon prodn tion benefit is rom house
ervrces n rndrvrdua spen strme caring for chi ren cleanin an marntarnrn%
household J e and saar“ thou that service | eneraty
compensate Com rne these production losses ontnbute to the largest cost from
alcohol and other drug abuse in Alaska.

Methodology

T0 estimate roguctrvrt Iosses from premature death, McDog\r]eI‘ u[grr relreg
A

he same methodology used | The Economic Cosis of Alc U
|In the UnrrPe Staesgy1992” r%r t?re arona? ns(‘rueon Dru use and l%a |o ?

Instrtute on Alcghol Abuse and AIcoho Ism (NIDA/N1A ?gublrshed n 15?198 The
researc team Irst pred attrrbutron factors:‘%dra nosssugp led rn 199?

A stu nnual deaths hy diagnosiS reporte aV
Statrstrcs from 1994 0 193 gecond 1998yest= ates of ﬁ [ese tva?ue of \te

earnrngs P/age and ender were obtained from Unrversrt 0 CaIr oria Pr fessor
}r]oth Rice. These values areacombrnatron of earnrngs ta and estimate vaHe

? vrces which griginate from U.S. Bureau ens s ata rnag t
num ? Ya ge and en er attrrbuted to aco buse
were mutr |e he apRro e resent value of life earnrngs FrnaI estimates
Were a ius ed 4 tPerce 0 reflect the chan Re in annual personal income from
1994 to 1998 reported by the Bureau ofEconomrc nalysis.

summary, the value of an average persqn's lifetime productivity is estjmated and,
cpe Hgyon their age at theq e o? prematurepdO ath, lost pror!uctrvrty S

asure
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Productivity L osses

summary

gro uctivity during 1999, Lost pro uctth occurs when alcoho er ru
buse resuls In premature death, reduced eﬂmenc of workers throu sical 0
mental |m airment, mcarcer tion for_crimnal offense, an? reside ts requirn
|npat|entt eatmen orpospltk alization. Overall, the reduced eﬁuency of employee
0r premature eat laska residents results in Iess Pro duction” of goods ?
servjces, and thus js a cost to society. Figure 1 illustrates the sources of lo
productivity in the Alaska economy.

Alcghol and other drug abuse cocft Alaska an estimated $%1€f 3illon |n lost
an

st

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

» Premature death from alcohol and other druy |

esthmated $172 mi |I(1n In lost p froduetlw ¥ |r9 h
on. In estlmated osse an emaes

annual 0y can b attn ute ?aco ol an other
1998. Tatal number of deaths from all causes In Alaska

abuse |n Alaska resulted
999, aes accoun eg for
|(? n avera e of 224 de
ru? abuse between 1994
n 1998 was 2,579.

na

$

eat
an

i
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» Alcohol and other drur% abuse can im arr worker erorman e resultrng in Iost
Productrvrt stimated, 41,000 a\ resid nt are aco ol en ent,
esulting In re uc gro uctivit of $100 m Iro in 199 Anot r 000 esl ents
Were ot er ru[q e ent res Itin |n $10 mi Iron In |m|n|s uctrvr

male population accountea for. the largest portion of lost vrt at
mrﬁron WRQI estimates Iorproduotrvrty losSes fgr females Were% gmr ro

o Of the 3428 AIask% residents Ancarcer ted for crrmrnal acts, an estimated 985
rncarceratrons can e attri ute$ I and other P fe in 19 3 Lost
Hro uctivity was estimated at $29 mi Iron from moaroeratro cohol and other

rug dependent inmates.

+ Time spent by Alaska residents. while r oervrn inpatient treatment for alcohol
and ot rdrd/ abuse resu?te n £8mrfron rnglosIJ proguctrvrty In 1999, T h ese

figures do not measure actual cost of treatment.

Lost Production Due to Mortality

The Iaroest cost to Alaska residents from alcohol and other olruln abus ste] ms from
roductivit Iosses due. to, premature death. Death from. alcofio er dru
huse oan I suttrom suicide, motor vehicle crashes homici e rigrrhosrs labetes, 0

other med |ca causes.. From an economrc ornt of vrew an Aas a resident Erovrdes

two tg eé grodu&tron benef |ts The f |r IS in the form of emP ){men bein
the resident is contrib utrn Jhe overall benefit of Alaska socret}g Ifg
ro Ju rng 000ds and servr s. The s con rodd tion benefit is from house

ervrcs N l(n ividual spen strme caring for ch renqoeanrn an marnta |n a
ousehold like any wade and salar r} th ou that service |S enera[y

com ensated Combined, these rodu tion Iosses ontribute to the largest cost from

alcohol and other drug abuse in Alaska.

Methodology
To estimate Proguctrvrt Iosses rom, premature, death, cDo u[gr reIreg
the same methodology used In th The Economrc Costs 0 Aco [

U

in the United States 1992" for the National Institute on Dru use an I%atro I
Instrtute on AIc hol Ab se and Abcoholrsrm 1DA/N AAA) ubhsh g 1%98 The
researc team rst (app red attripution tor diagnosis s fhe 1992?

A stuay ‘to annual deaths by |a nosi reﬁorte 3/ aska Vit
Statrstrcs from 1994 to 1998, Second 1998 estimates of t Prese t value ?f lite
earnrn ?/a e and en er were obtained from University o Carfornra Pr e3for
orot Rice. These valyes areacombrnatronr earnrngs ata and estrrrate va e

:

househ F servrces which originate from U.S. Bureau of Census data. Finall t
number o?d é ){ age and gender attrrbuted to Falcoho? andJ other drug _abuse
were mutrp le he“appropriate present value of life earnrng Final eStimates

onal Income from

were adjusted by 5.4 percent to reflect the chan nnual per
19%4 10 I998 repo)It tPteBureau of EconornIcRnaI;rs?s P

O[tesum ary, the value of an averaqe ersonsln‘etrme P (oductrvrt IS esHmated and,

ending’ on their age at the Time of premature’ death, lost productivity IS
me%sure J J P d y
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It r%rmportant fo note that this measure e\ (not an estimate of " ockett']' lossgs.
ther rt rsatheoretrca construct rnten to reflect the fact t at ans a
Botentra to be rPO ductive, and If life is cut short, society has suffered a loss of

roduclon potentia

Results

On average hetween 1994 and 9 t r re 224 deaths in Alask due to alcoho
?n ot?t rq guse Baseg 1998 data, ?co hol anda other rug ahuse account eol

ra proxrm eiy ercent ofaI the deaths In tne state (in 1998 there were 2,579
deat sfroma use£

A breakdown of deaths by age and gender is_presented n bIelOfthesed aths,
63 were ?emaﬂes aan 162 \kr/e gmaleﬁgFrom 19991 to 1 9 the lar ge t numper 3 eat
as between ages or em ? Sseven alcohol and oth Hg relate deaths
n ages 45 to 49 for males nd otherdr related deat Tage show
the. nfimber. of alcoho 8t er rri -related de ths ragnoars urrng this
8erro Suicid 836 ?leaths and non-tratfic crasnes (35 deat sr)] were the major ¢auses
premature death from alcohol and other drug abuse between 1994 and 1998,

Table 1
Average Annual Number of Deaths Attributed to Alcohol and
Other Drug Abuse by Age and Gender, 1994-1998

i Age Males f Females
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 54
35-39 16.2 55
40-44 18.1 6.7
45-49 18.1 53
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 44 3.4
80-84 3.6 31

85+ 2.1 52
Total 1616 62.6

Source: Alaska Dopartmonl ol Vital Slalistics.
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Table 2
Average Annual Number of Deaths Attributed to Alcohol and
Other Drug Abuse by Diagnoses or Accident, 1994-1998

b iliness 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 211
Malignant neoplasm of esophagus 11.3
Cerebrovascular disease 9.5
Nondependent abuse of alcohol 8.6
Accidental drowning and submersion 8.0
Accidental falls 7.2
Accidents caused by fires and flames 6.8
Other injuries and adverse effects 6.0
Malignant 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
Malignant 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

223.8

Total
Source: Alaska Vital Stalislics.
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Total econom| ss from premature deah of A|aSk§1 re&den% was $172 milljon
unn 1998, T resent estlmated oss of productivity by age an gen er.
es accon nted or 143 m| lion In lost (Pro uctlvf Femadles “accounted. Tor $2
|on Ma s to 3 acc unted for $20 million i lost productivity, an

females age 30 to 4accounted for 5m| jon.

Table 3
Mortality Costs Attributed to Alcohol and Other Drug Abuse by
Age and Gender, 1998

Males Females

Age (thousands of dollars) -(thousands ot dollars)
1-4 $205 $156
50 0 0
10-14 247 0
15-19 16,193 2,512
20-24 19,178 2,900
25-29 19,334 3,211
30-34 19,046 5,049
35-39 19,755 4,496
40-44 19,023 4,559
45-49 15,621 2812
50-54 6,294 1434
55-59 4,444 906
60-64 2,014 496
65-69 1,048 211
10-79 423 104
1519 103 45
80-84 34 18
85 &over 8 [
Total $142,970 $29,102

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

Lost Production Due to Diminished Productivity

Alcohol and other drug abus? Alfaska residents results in reduced producnv%
Th|s 0 s can come In the for % a sentee|sm redyced efficiency
dimini ds ygca and mental b|||t|e or limjte work |story becauseo
Indivigual's ‘inapility. to hold aJ Abuses of alco ? and oth e ugs. ma ﬁ
|mBact a Person’s a |I|ty to be pfoductive in non-em o ment relate facnvm s
household or aren gserwce In extremely severe ¢ ses abusers of alcohol and
other. rugscn be ;t)|ta|ze or even |nst utionalized, In essence removn]g he
individuar from productive sociefy entirely. These productivity losses from alGoho
and other drug abuse have a significant cost burden to the residents of Alaska.
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Methodology

Was to measure lost earndng The research te]am relied on Fstlmates presented in te
1998NIDA NIAAA study't at determined the percent of lost earnlans from acoho
n other dru de endence n the study, the a thors estimated the OSf of earnings
rom alcoh o ent males at 4 ercento avera e earntngs and lost earnings
rom other ru e end nt males at ﬁ rcent of average eamings, Estlmates
st earnin sfo emae alcohol and other { ?degend nt Ropdl tion came rom
e 1990R estu g/on the economtc Impacts of a the a use ese
estimates weretf ecauset eadthor? of thﬁ 1993 NI DA/N AAs )i found H
Impacts to female earnings from alcohol or other drug, dependence. The 1990 stu
[eports redUﬁtIOH in eamings from alcohol dependence of 6.9 percent and 54

percent from other drug dependence.

? rEeasure diminished Broducttvn the resear h team colle t d data from he
a\ a D(e art ent of Labor and W{rkforce Deve ment EAD ? earnings or
f rne é 1999, Alaska males earn an average o 30 066 In"1999

h? e females ea 2 79 The Tes arfh team then estimat d the annUﬁI loss In
earnin bg mu Ine In earnm for alcohol or ot

ti yln ercent dec er ar
ot et el i T

Estlmates on the Boépulatton 31‘ AIaska who are alcohol a d other dru dependent

came from the Ad Board on Alcoholism and Dru se ual Report.
In the report, The a?{up Organization estimated t e ac/w ependb‘ nt population

was 9.7 percent for aIcohoI and L1 percent for other drugs.

Tota co ts from diminished productiyity ale and females were calculated b
mufhg ysln[%;d oSt earntngseb phe number o? Alaskans who were aﬁ hﬁ and othe¥

drug dependent in 1

The nmatj method for eshmatmg economic costs from diminished sproduct|V|ty

Results

In 1999, Alaska had ag rommatel 41000 al ohol- deﬁendent and 5,000 other drug
deHendent adult redd ts. O tho ealgoho ep ende tresadents 29000 were males

00 were females. T n+q epen ent population con3|sts of 4,
adult males and 1,000 adut emaes ab| r?res% ts’ computation figures fo t
estimating diminished productivity from alcohola ther drug ahuse.
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Table 4
Productivity Losses from Alcohol and
Other 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 eamings lor Alaska in

1999 $30,086  $20,079  $30,066  $20,079
Loss in productivity from alcohol and

other drug dependence 9.4% 6.9% 1.7% 5.4%
Annual lost earnrngs from alcohol and

other drug abuse $2,826 $1,385 $2,315 $1,084
Estimated é)roductrvrty loss from - N N N
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 otAlcoholand DrugAbuse in the United States- /552(NIDA/NIAAA).

Based on the 1998 NIDA/NIAAA stud the 1y Prcal Alaska male alcohol abuser cost
cret $2,826 annual In diminished pro uctrvr for alcohol. Jhe Eyprca mal drug
ercst society $1.385 |n 1999 Durrnrrr (5 same erro averr% ema
Lco 0l abuser ¢os %ocret[}/ 2,315 Jn ostln uction, while the ty kca ferale druq
abuser cost socret otal diminished gro uctrvrt¥ for Afaska from alcoho
and other d uag eﬁgndent hesrldents Was an est ated 0 million. Of those adults
with alcoho § ency,, a rr?eSt portron was from the state’s male population.
An estrmated 3 million rn rnrshe pro uctrvrt¥ was from males and another
$17 milljon (as from females. Diminished rfrodUﬁtrvr from otherd de ende ge
was estrmate to costtestate economy $10 miflion, "$9 million from males and $1
million from females.

Lost Production Due to Incarceration

Anoth r source of Iosé Iproductrvrt for Alaska is from residents incarcerated becaHe
of alcoho and other Ugs ?rd nts can be Incarcerated for committing th 0no
or other related crime or from commrttrnﬂ a crime while under theintluence of
glcohol ro er nlru s. An example of an alcofiol or otherdru -related crime would
e distyi utrn% coriol without a license or ﬁellrng rlleﬁ dtrg Sexual assault is an
example of a Crime commrtted under the influence, where alcohol or other drug use
was contrrbgtrng factor. Wrtho t alcohol or other dru s rncarcerate Alaska n
coul uctive, members o1 society pro ucing goods an servrces W
rnc rcerated, these individyals arﬁ genera not e oye and thus are rlg)t
oductive members of society. This” loss r roductr Ity can be measured

estrmatrng lost earnings.
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Methodology

F Imates for lost Rroductrvr { rnca erations involve WO stepf The first was
etermine the number of°A s eS| ents rncarcerat e to alcohol or ot er
d related crrmes eresearc team relied on natrona attri utron rates ub |%
3998 ?1 hese rates are presented These
natrona attrrbutron rates are thou ht to e lower t an rncarceratron rates forAaska
from alcohol and. other rug abuse. However, no Alaska-specific research has been

completed to verify this reﬁtrse 8 rrentt3 Pane
It rsps eculated tlh alcrﬁr and ot er rﬁg at)t/r
percent of all rncarceratrons in Alaska.l

Table 5
Attribution Rates for Alcohol and Other Drug-Re

Alcohol

Homicide 300%
Assault 300
Sexual assault 225
Robbery 34
Burglary 36
Larceny/theft 28
Auto theft 35
Druqg laws 00
Driving under the influence 1000
Liquor laws 1000
iVostitution 00

edotal
se plays a role In 85 percent to 95

information IS avallable,

lated Incarcerations

Other Drug

51
51
21.2

Source: Tno Economic Costs o fAlcoholand DrugAbuse in tr, >UnitedStates - /A (NIDA/NIMA).

otential loss

The second step was to estimate 31‘
S Incarcer

researc team ssumed that ersoﬁ

te
mdl%%t%guAlasﬁa 1o UCtIVE as the &enera? gé)pau atren

ales earned $30,066 in 1999 and fem
earnrngs estimates_weye then applied to the alcohol
Incarcerated population for Alaska

eaming
ecause

P15

sfr?m incarceration. The
b b
ales earned ??o 079, ?r
and other drug- reIated

1lbased on discussions With Sarah Williams, Coordinator of Substance Abuse Program, and Tori Corns, Staff Director for

the Alaska Criminal Justice Assessment Commission.
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Results

There were 3,428 Alask mcarcerarons for 3r| es oo[ all ty es in 1999. Of these 98&'%

careerations were attributed to ajcohal a ales accounte
r} ahe I e%rceratlons %rom alcoho ang other drugs a? 919 1n 1999, wh|P Pema?es

accounted for 66 Incarcerations.

Table 6 gresents Alaska mcarceraé ns from alcoho| abuse in 1999 by offense an
exual assault assault, an om|f| e were the ;nmar offenses committed.

ender
%aseci on atén ution rateés own in T g an fSth mated 133 sexua assaults 130
assaults, and 120 homicides were attributed to alconol abuse. Drug law violations
were the primary offense associated with other drug abuse at 164 incarcerations.

Table 6
Alcohol and Other Drug-related Incarcerations in
Alaska by Offense and Gender, 1999

Alcohol Other Drug

Offense Females Males Females Males
Homicide 8 112 4 59
Assault 3 127 1 2
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 8l 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
ofAlcoholandDrugAbuse inthe UnitedStates - /5SW?(NIDA/NIAM).

?tal lost product|V|t fram incarcerations from alcohol and othey d% abuse in
Alaska was$ llion I 1999 Incarcerated males accounted for $28 million;

females, $1 mil |on
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Lost Production Due to Alcohol/Other Drug Treatment

The final source of Iost ﬁ)roductwuy included in this study is from Alaska re3|dents
recedvmw atient alcohol and other ru treatment. Tret ent mcu?]e -term
residentral treatment, short-term hospitalization, an detom ation. W ere eIvin
[]eatme t for alcohol and other o\ru q]us% pa ent re .not groductwe re3|d§nt3|
the Alaska economy, S0 souetty enefi to eir p rductmn of goods an
services. This loss in"productivity can be measured by estimating lost earnings

Methodology

Total bed days for residential and detoxification treatment centers were used to

estlmaée lost roductmtx P 1939 from time spent while u der 0| alcohol anE
other rulg tr a}mentz tal be daYs were then congerte Xfars
uears We e mutlpl|ed by average 1999 earnings of $33,512 for aII askans, as

eported b

Results

There were 91, 1]]1 total bed da oralcohol doth rdru gbuse These fotal ped
days was &q uwaent to 250 WO years. Overa total ostp ugté(t)%grom In at| nt

Featm (Pt foralcohu g o\otherd u use In 1999 \gas estimate million.
lgure does not, Include lost produ t|V|ty rom residents recelvmg substance abuse

tr atment putside. the state. AIthough the exact number ?f hese Individuals. is
unknown, It'is estimated that much of the private residential treatment received by

Alaskans occurs outside of the state.1

3source: Alaska Department of tloaltli and Social Services.
" Source: Finding the Answers to Tough Questions About Substance Abuse in Alaska, IW9 Annual Report, Slate of Alaska

Advisory Hoard on Alcoholism and Drug Abuse.
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Traffic Crashes

Alcohol use |samajor cause of traffic crashes in Alaska. In 1999, 1,058 traffic crashes
were ?ttrlPuted to ac%ho costm? an estimated $21 million, OF these crashes, 31
were fatal In urg crashes, 83 were major |n u(r( crashes 388 were mmor mgurg

crashes, and 555 crashes had ropertg e only. Accor mag to_tne A
Depariment of Transport Pon nd Pyblic Facflities (ADOTPF traffic crash Is

alcohol-related under the following conaitions:

» If the blood alcohol test given to_the driver, pedestrian, pedal cyclists, or
recreational vehicle operatorwas positive.

J ]lf a police investigation indicated that alcohol consumption was a contributing
actor,

» If 3 citation was issued for dnvmg while under the influence of alcohal, driving
with an open container of alcohol, 0r public drunkenness.

This chapter estimates of the economic cost to Alaska from alcohol-related traffic
crashes during 1999,

Methodology

? measure the cost of trach cr??hes the research team used two sour gs State of
Alaska 1999 e}co ol-relate F Ic crash staﬂsncs from A cost-per-
acCl ent data from the Nat|0na Highway_ Traffic Safety Adm|n|strat|on NHSTA).'L
Crash data was leId%d Into ourcate?ones goperty amage on. g inor Inju 3/
major injury, and deaths. These categor es were matched to the national ata h
shows Hnlt costs from motor vehicl cras es In e|?]ht caterﬁones cDowell G rou
matched minor wgunes re ?rte by ADOTPF with Maximum A brewa ed In
Scale gMAIS) Level 2 classitied as m|n|mum |n&ur|es In the NHTSA report. I{l
w)uune Were matcheg to MAIS Level 5, classified as critical mljunesb NHTSA 8
tra olation. Is needed for the remaining categones property damage gnly an
fatalities, which are in each, stud){e Unit “costs Felated to traffic crashes from the

NHTSA report are presented in Tab

Table 7. Unit Costs of Traffic Crashes in the U.S., 1994

, Major In]éjry Minor Imzury Properd/nIy

Type of Cpst Fatal (MAIS (MAIS Damage
Insurance administration $28,646 $49,576 $3481 $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 1320
Total $106,039 $110,562 $7,097 $1,467

Sou ce: ThuEconomic CostotMotor Vehicle Crashes. >994. NHSTA.

*The Economic Cost ofMotor Vehicle Crushes, 199-1. published by the National I lif'luv.iy Traffic Safety Administration
(NHTSA).
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Other than knowrn that other dru%s are a contrrbutrrﬁ%lfactor In éraffrc crashes, IrttIe

?] nown about éh Ir sr%nrfrcance Fcause Syaco related data 15 collected. In
the NHTSA study, costs from traffic cras es. are divided rnto separate ex ens

categories. .This | cudes medical costs, loss rn productrvr from mor&a rtg
orbidity, | rnsurance a é” J' ?tron costs, wchkp ace costs, legal costs, a rpert
amage ‘Costs. To avol e countrrég e Tesearch teant estimated insuranc
ad rnrftratron costs, work ITace legal an lp g rt¥ costs. Losses In productivity and
medical costs are accounted for in other section$ of the report.

ost estimates for ?Icohol relaéed traffic crashes were adbusted to reerc% changes in
Alaska cost-or-living and In U.S. prices from 1994 to 1 ? lation” was
estrmated usrng the U.S. consumer price index from the Bureau of Labor Statistics

tron over this erro Was a pr%xrmgtely 9 Cpercent The source for
os o vrn aa was the American Chamber“or. Commerce Researc ers

Assocratron uring 1999, Anchorage's cost-of-living was approximatel
ercent hs ertgn the average partrcrpat?ng city in trre errcaanhambero}r‘

MErce.

Traffrc accident statjstics include ATV and .snowmobile crashes on roadways, but
5 o}ect ATV ang snowmo Fe crashes off roagwa S, SuC ?r asyrrvers

es not ¢
kes, an ackcountry. Lost productivity and, health caré costs associated
Wrt alco@o\ reﬁateg ATV anJysnow g cfeathsy or Injuries are included In t?re cost

estimates. Property damage is not inclu e(?

Results

In 1999, 1,058 traffic crashes in Alaska were alcohol-related, gbout 7 percent of traffic

?ys%*rééhfé??% ?ALE%“SFSA%? o o rreu%efrrer ?rar?.fc té?efrfs'ﬁefsataar'é“?é’u‘ééﬁsw

ohol use (NHTS ercent of the 71 deaths fro
crfr Hes Wer]e(attrrTbuted to g]coqrol In 1999 FPgure 2 shows the number orm alco o
related crashes by category.
Alcohal related-traffic crashes in Alaska cost $21 million in 1999. Table 8 shows the
cost of alcoho(li re?ated traff?c cras’resab se\r$erlrt and expense. Legal costs of %g

mil[jon were the largest expense, fol Iowed by Insuranc ad Inistrafion costs at
Seqon for the |

mjllion. By crash cate major Injurie ccounte r the largest costs at $
million. Lgst ductl rtg assoe %ata | crashes are notgrnclu eé in this

[0 wit
tr a $Seeg fer on [ost Pr%?rﬁctrfvrt% L Se C0 tswere Included, the costs of
re ated tra frc deaths wou igher than other traffic crash categories.
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Figure 2
Percent of Alcohol-Related Traffic Crashes by Type in Alaska, 1999

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

Major Injury (8%)

Minor Injury (37%)

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

Table 8
Number of Traffic Crashes and
Total Cost of Alcohol-Related Crashes in Alaska, 1999

Number of Traffic Crashes  Fatal Major " Minor Propert Total
and Cost Type Injury Injury ~ Damage Only ~ 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 Costof
Motor Vehicle Crushes. 1994, NHTsA, adjuslod lor tnllalion and cost ol livmg in Alaska
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Criminal Justiceand Protective Services

Alcohol and oilier dru abuse contribuyte to. a mar rity of the cnmrna$ fustlce and
Brotectrve servrces coss |n Alaska. Combined, these costs, totaled $146 mrIIron
uring 1999, Criminal &r CIce costs accounted for $102 mAIron In Alaska durin
1999," These costs In orce rotection, legal and court servrces an
Incarceration servrces Child adult protective services totaled $44 million In
Alaska durrn&; . Child protectrve eIvICes, OShe Jargest share of g[otec Ve
services, Includes foster care, adoption care, residential “care, and social worker

SEIVICES.

Criminal Justice

Like all states in the U.S., AIaska suffers, from alcohol and other dru abuse-related
crime. atronwrde 49 ?ercent 14,000 inmates surveyerﬂ] reported e% 7re under
the Influence ofaco ol and other drrégs at the trme of the ofense ] eArn A US

1998 In anot er stud\% ﬁwas reporte eﬂ25 million arrest? Wer
g lconol 0 enses nother 15 million arrests were for other drug offenses

chneider Institute orHeaIt Policy, 2001

In Alaska there were an estimated 17,104 arrests.in 1999 that were attributed to
S 7 T A (R ) A e
attrinuted to crime- realated alt]cohg\ d other drug abuse n AIaska W&S%lOZ m

auring this period.

The focus% this section is to provjde estimates.on the economic costs of crime-
related alconol and other drug abuse for Alaska during 1999,

Methodology

To estimate (lie Tconomrc costs of alcohol and other drug abuse-rel ted crime, the
research team relied on a methodolo ysrmrlar to NIDANIAAA ((]i 08), estimates.
Five cost measurements were used: Iaw en orcement egal and a V\} |cat|on
correction, vjctim ? éaertg %ma e, and vretrm med |?a e pen es ithin each
atego% crime-related attri ut n ra]te or alcohol and g daP e
NIDA/NIAAA, 1998) were applied to Alaska crime data. For en orcement nd lega
0Sts arres daf from the Alaska DePartment of Public Safety was use Inmate
oputa lon g ense was used for correction cost estimates. Alaska population ata
om ADOL and vrctrmrzatéon rates trom thg Btireau of Justice Statrstrcswe(re used to

easure yictim property.damage and medical costs. In each case a-S ecr IC
rq] o%‘ense aspmuttr lied Dy Its assoclated attribute ra?e foratco!to | and other

ta b
8 éuse Attribution rates, arr)sts antr mcarceratrons related to alcohol and other
ahuse are gresente 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

Arrests Attributed to Alcohol and Other Drug Abuse in Alaska, 1999

Alaska

Type of Offense Arrests
Homicide 65
Aggravated assault 11,204
Sexual assault 529
Robbery 536
Burglary 3,633
Larceny/theft 15,703
Auto thelt 2,676
Driving under influence 4,560
Liquor laws 1,295
Stolen property 21
Prostitution 244
Drug laws 372
Total 40,838

Percent

Percent Other

Alcohol Drug
Related Related
30.0% 15.8%
30.0% 5.1%
22.5% 2.4%
3.4% 27.2%
3.6% 30.0%
2.8% 29.6%
3.5% 6.8%
100.0% 0.0%
100.0% 0.0%
0.0% 15.1%
0.0% 12.8%

0.0% 100.0%

Arrests Arrests
Attributed to Attributed to
Alcohol Other Drug
Abuse Abuse
20 10
3,361 571
119 13
18 146
131 1,090
440 4,648
94 182
4,560
1,295
0
0 31
0 372
10,037 7,067

Total
Substance
Related
Arrests

30
3.933
132
164
1,221
5,088
276
4,560
1,295
3

31
372
17,104

Sourco: McDowell Group, based on allribulion ratos from The Economic Costs otAlcoholand DrugAbuse in the UnitedSlates - 1992
(NIDAINIAAA); and arrosl dala from Alaska Doparlmenl of Public Safely.

Table 10

Incarcerations Attributed to Alcohol and Other Drug Abuse in Alaska, 1999

Alaska
Inmates in
Type of Offense 1999’
Homicide 398
Aggravated assault 435
Sexual assault 592
Robbery 207
Burglary 119
Larceny/theft 90
Auto theft 44
Driving under
influence 92
Liquor laws 94
Prostitution 0
Drug laws 164
Total 2,235

Percent
Alcohol
Related

30.0%
30.0%
22.5%
3.4%
3.6%
2.8%
3.5%

100.0%

100.0%
0.0%
0.0%

Percent

Other Incarcerations
Drug Attributed to
Related Alcohol Abuse

15.8%
5.1%
2.4%

27.2%

30.0%

29.6%
6.8%

0.0%
0.0%
12.8%
100.0%

119
131
133

l\)o_b\,

92
94
0

0
584

Incarcerations
Attributed to
Other Drug

Abuse
83

22

30

56

36

27

3

164
401

Total
Incarcerations
Related Alcohol
and Other Drug

Abuse

182
153
163
63
40
29
5

92
94
0
164
985

Source: McDowell Group, based on allribulion rales from The Economic Costs o tAlcoholand DrugAbuse in tho UnitedStates - 199?
(NIDAINIAAA); 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

f Victimizations Victims Victims Victims

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 e *or older Victims Related m Related Abuse  Drug Abuse Abuse

Robbery 3.6 1.386 3.4% 27.2% a7 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
Total 87,973 5,473 22,597 28,070

Source: McDowell Group, based on allribulion rales Irom The Economic CosL otAlcoholand DrugAbuse in the UnitedStates - 1992
(NIDA/NIAAA); populalion data Irom Alaska Department ol Labor, and victimization rales Irom Bureau ol Justice Statistics.

; reported under Productivi ty Loss es crime rates attributed to alcohol and other
dru% buse are thoug tto be h % erin Aaska than the rest of the natron Attribution

f rom the N DA NIAAA (1998) stu P/were useq to estimate Alaska crime rates
related to substance abuse, because no Afaska-specific data is currently available to

support this premise,

To measure crrmrnal Costs aﬁtrrbute to alcohol and other dru Fbuse the research

team used NIDA/NIAAA (1998) data. Afteé ad%érs\tlr/rtr]? ? I c%tslt%nwgpg $8?§t -01-

Irvrn% law enforcement cqst EE)er arrest were
arres Incarcerations Her Inmat were$ Le % costs, which are an avera
rrvrngPunder the In uenc(e %uor laws, and U Irc drunkenness, were $5
arreft ro1r_) rt¥ amage and medl sts ervi tbm by Crime ty B are presente |n
he Tinal s r%was to mutrg r?/ the number af arrests, ncarceratrons and
nurp er of victims related to alcohol arfd other drug abuse by their associated unit
C0S
Table 12
Property Damage and Medical Expenses per Victim, 1999
_ Properly Dama% * Medical
Type of Crime Expenses per Victim 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 note above (OStS were a usted to reflect chan rges in. US. grrces from 1992 to
1999 an costo Irvrnﬂnrn AIa Using U.S. consu rice Inde rom COStS
were In perce Cost estimate were also a #]uste oy, 22

ated a
ercent to reercQ ?askas hY her'cost-r- |vrng 104 éust or Alaska's gh medical
0sts, medical expenses for victims were increased by 65 percent. Source for the cost-

of living data was ACCRA.
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Additional costs from lost productivity due to incarceration are presented in the
Productivity Losses chapter to avoid double counting. Inmates are generally not
employed while incarcerated, so society loses the benefit of their production of

goods and services.

Drug traffic control costs were not included in this report. The U.S. budget in 1999
for drug traffic control was $17 billion. Some portion of this money was spent in
Alaska for drug interdiction, international intelligence, research, and a number of
other drug-related activities. However, specific information on Alaska's portion of

this budget is not available.

Results

In Alaska 17,104 arrests and 985 incarcerations were altribu' i to alcohol and other
drug abuse in 1999. Of the 17,104 arrests, 10,037 crimes were related to alcohol abuse,
while other drug abuse accounted for 7,067 crimes. Among incarcerations, 584 were

alcohol-related and 401 were other drug-related.

Alaska also had an estimated 32,360 residents who were victims of alcohol or other
drug abuse-related crimes. The number of victims who had property damage was

28,070, while those requiring medical help were 4,290.

Figure 3 shows the distribution of alcohol and other drug-related crime by cost. Total
costs for Alaska substance abuse-related crime were $102 million in 1999. The largest
expense was law enforcement at $61 million, followed by correction costs at $29
million and legal costs at $11 million. Property damage and medical costs to victims
each totaled $1 million. Medical costs were reported in this chapter for reference,
but were not added to total crime-related costs to avoid double counting. Medical

costs are included in the Health Care chapter.

Table 13 presents law enforcement costs from alcohol and other drug-related crime
for Alaska during 1999. Larceny and theft accounted for the largest expense at $18
million. Driving under the influence accounted for $16 million and assault for $14

million.

Legal costs from alcohol and other drug-related crimes for Alaska during 1999 are
presented in Table 14. Larceny and theft were the largest expense at $5 million
dollars. Assault was $4 million.

Among Alaska incarceration costs in 1999, costs for homicide and drug law
offenders are highest at $5 million total for each category. Assault and sexual assault,
each at $4 million, were third and fourth, respectively. Table 15 prese its
incarceration costs for Alaska during 1999 by offense.
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Figure 3

Distribution of Criminal Justice Costs Attributed to
Alcohol and Other Drug Abuse in Alaska, 1999

Law Enforcement Costs Attributed to

Table 13

Alcohol and Other Drug Abuse by Offense in Alaska, 1999

(thousands of dollars)

t nl

.Type of Offense Alcohol-Related
Homicide 570
Aggravated assault 12,021
Sexual assault 426
Robbery 65
Burglary 468
Larceny/theft 1.572
Auto theft 335
Driving under influence 16,308
Liquor laws 4.631
Stolen property 0
Prostitution 0
Drug laws 0
Total $35,896

Other Drug-
Related

$37
2,044
45

521
3,898
16,623
651

0

0

1

112
1,330
$25,273

Total
$106
14,064
471
587
4,366
18,196
986
16,308
4,631
1
112
1,330
$61,169

Sourco: McDowell Group, based on allribulion rales Irom The Economic CostsolAlcoholand DrugAbuso in the UnitedStates - 1992
(NIDA/NIAAA); and arrost dala Irom Alaska Doparlmenl ol Public Safely.

Economic Costs ofAlcohol and Othor Drug Abuso inAlaska, Plwso Two

McDowoll Group, Inc. *Pago 22



able

Table 14
Legal and Adjudication Costs Attributed to
Alcohol and Other Drug Abuse by Offense in Alaska, 1999

(thousands of dollars)

I Type of Offense ,Alcobol-Rplated '« OtherDrug-Related Total
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 Economic CostsatAlcoholand DrugAbuse in the UnitedStates
- 1993 (NIDA/NIAAA); and arrost dala Irom Alaska Department ol Public Safety.

~Tablel5
Incarceration Costs Attributed to

Alcohol and Other Drug Abuse by Offense in Alaska, 1999

(thousands of dollars)

I Type of Offense Alcohol-Related 6ther Drug-Related Total
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
Driving under influence 2,123 0 2,123
Liquor laws 2,182 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 Economic CostsotAlcoholand DrugAbuso inthe UnitedStates

- 1992 (NIDA/NIAAA); and incarceration data Irom Alaska Department ol Corrections.
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Protective Services

\[cohol and other drug abuse is a primary contributor to child abuse and neglect
rases in Alaska. In a study completed by the National Center on Addiction and
Substance Abuse at Columbia University in 1999, it was found that parents were
tnree times more likely to abuse their children and four times more likely to neglect
their children if the parents were substance abusers. In that same study,
approximately seven out of ten abused or neglected children nationwide are linked
to parents who abuse alcohol and other drugs. In a study completed by the Alaska,
Department of Health and Social Services, Division of Alcohol and Drug Abuse
(DADA), approximately 81 percent of all Division of Family and Youth Services
(DFYS) reports of child abuse involved alcohol and drug abuse.

Methodology

Currently, there is no accurate measure of the cost to Alaska from child abuse and
neglect caused by alcohol and other drug abuse. To overcome this shortfall, the
research team relied on the DADA child abuse estimate and assumed that 81 percent
of child protective services were attributed to alcohol and other drug abuse. These
services include DFYS foster care, adoption care, residential care, and social work
care. In addition, the Office of Public Advocacy (OPA) provides child protective
services. Their total FY2001 budget was $9.7 million. Unfortunately, OPA was not
able to provide the portion of their budget that is attributed to child protective

services.

Adult protective service costs during 1999 were provided by Division of Senior
Services, Department of Administration.

Results

Total costs for child protective services in Alaska during 1999 were $44 million.
Social work accounted for the largest expense at $16 million. Other expenses include
$12 million for foster care services, $10 million for residential services, and $6 million
for adoption services. Adult protective care services were estimated at $103,000

during 1999.

" Final Report of the Alaska Criminal Justice Assessment Commission, M.iy 2000, published by the Alaska Judicial Council.
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Health Care

[lIness and injuries stemming from alcohol and other drug abuse have significant
health costs. In Alaska, health care costs related to alcohol and other drug abuse are
estimated at $123 million. Alcohol and other drug-related illnesses or injuries range
from acute to chronic. Acute illness includes alcohol poisoning, while chronic illness
could be cirrhosis of the liver. In addition, prolonged alcohol and other drug abuse
could increase the chance of other illnesses such as hypertension, diabetes, or

stomach cancer.

This chapter estimates health care costs related to alcohol and other drug abuse in
Alaska during 1999. Health care costs are presented for the following categories:
hospital, outpatient, prescription drugs, nursing home services, fetal alcohol
syndrome (FAS), HIV, and hepatitis Band C.

S Figure 4
Distribution of Health Care Costs Related to

+ Hospital costs from alcohol and other drug abuse-related injuries and illnesses in
Alaska are estimated at $53 million in 1999. Alcohol abuse-related hospital care
for medical illnesses and injuries costs accounted for $48 million, while other

drug abuse-related costs were $5 million.

« Alcohol and other drug in resident and outpatient treatment costs from state
sources were approximately $15 million.

« Total medical outpatient visits from alcohol and other drug abuse-related illness
orinjuries are estimated at 49,360 for a total cost of $15 million in 1999.

« Pharmaceutical and nursing home care costs from alcohol abuse is estimated at
$9 million and $403,000, respectively.
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« Estimated health care costs for FAS births ranged from $21 million based on an
incidence rate of 1.4 FAS births 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 14 to 28 FAS births ir. 1999.

« Approximately 93 HIV and HIV with AIDS cases were attributed to intravenous
drug use during 1999. Total medica costs for treating these patients were $4
million.

+ Intravenous drug abuse contributed to 433 hepatitis B and C cases in Alaska
during 1999, with medical care costs of $5 million.

Hospital Costs

Hospital costs from illness and injuries are a significant portion of alcohol and other
drug-related health care costs. In 1999, hospital costs from illness and injuries
accounted for 43 percent of total health care costs related to alcohol and other drug
abuse. Hospital costs are composed of three sources:

« Illness or injuries directly related lo alcohol and other drug abuse, wlvch might
include alcohol cirrhosis or gastritis.

« Illness indirectly related to alcohol and other drug abuse, which could include
cancer of the esophagus, burns, or poisoning.

« Treatment or injuries complicated by alcohol and other drug abuse resulting in
lengthy hospital stays.

Methodology

To estimate injury and illness-related hospital costs from alcohol and other drU(};1
abuse, the research team relied on results of two studies: Finding the Answers to Toug

Questions About Substance Abuse in Alaska, 1999, by the Alaska Advisory Board on
Alcoholism and Drug Abuse, and The Economic Costs of Alcohol and Drug Abuse in the

United Statcs-1992, NIDA/NIAAA, 1998.

The Alaska report showed that 9.7 percent of Alaska's population over age 18 was
alcohol dependent in 1999, while the U.S. national average was 4.4 percent. Alaska's
portion of the U.S. alcohol-dependent population was 0.47 percent in 1999.

According to the 1998 national study, non-federal and veteran hospital-care days" for
illnesses and injuries related to alcohol and other drug abuse in the U.S. was 5.7
million in 1992. Alcohol abuse accounted for 5.3 million hospital care days, while
other drug abuse contributed to 500,000 hospital care days. Since no Alaska-specific
data exists on the number of hospital inpatient days, the research team estimated the
portion of U.S. hospital care days attributed lo Alaska by multiplying Alaska's share
of alcohol and other drug dependent population (0.47 percent) by the U.S. hospital
care days for alcohol and other drug-related treatment. The NIDA/NIAAA study
also reported inpatient care costs for alcohol and other drug-related hospital and
outside physician services. Cost estimates were adjusted to reflect U.S. price changes

" A -hour stay in the hospital as an inpatient is one hospital care day.
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from 1992 to 1999 and Alaska health care costs. Inflation was estimated using U.S.
consumer price index from the BLS. U.S. inflation over this period was
approximately 19 percent. ACCRA was the source used for the Alaska health care
cost data. During 1999, health care costs in Anchorage were approximately 64.7
percent higher than the average participating ACCRA city. After adjusting for
infi" tion and Alaska health care costs, estimated average cost per day for hospital
care in 1999 v/as $1,497. The daily cost for outside physicians averaged $360.

Total Alaska non-federal hospital costs from illness and injury-related substance
abuse were estimated by applying daily hospital costs to the estimated number of
hospital care days related to alcohol and other drug abuse. Hospital costs were
divided into three categories for alcohol: alcohol-specific illness, alcohol-related
illness, and additional costs from co-occurring alcohol disorders. Other drug
categories include other drug-specific illness, other drug-related illness, and
additional days from other drug disorders.

Substance abuse-related hospital stay costs for illnesses and injuries in a veterans' or
federal facility were estimated using the methodology from the 1998 NIDA/NIAAA
study. In that study, veterans' and federal hospital revenues accounted for 9.5
percent of total U.S. hospital revenues. Applying this proportion to non-federal
hospital costs for substance abuse, the research team estimated hospital costs for the
federal facilities for Alaska during 1999.

Results

The estimated total number of hospital care days related to alcohol and other drug
abuse illnesses and injuries were 27,095 in Alaska during 1999. Alcohol abuse
accounted for an estimated 24,666 care days, while 2,429 were from other drug
abuse. Among alcohol abusers, total hospital care days were estimated as follows:
specific illnesses at 1,916, related illnesses at 18,669, and co-occurring alcohol
disorders at 4,081. Estimated number of hospital care days for other drug abuse-
specific illnesses was 30. Hospital care days for othe* drug abuse-related illnesses are
not included in hospital costs to avoid double counting. These costs are presented
later in this chapter. Additional days from other drug disorders were estimated at
2,394 hospital care days. Table 16 presents results on the number of care days by
category for Alaska in 1999.
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Table 16
Hospital Costs for lliness and Injuries
Related to Substance Abuse in Alaska, 1999

. Veteran and

No~Federpl Federal
Tot&l Care Hospital Costs Hospital Costs Total Hospital
Days ($000) ($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 Answers to Tough
QuestionsAboutSubstance Abuse in Alaska, 1999 Annual Report, State ol 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 Economic Costsot

Alcoholand DrugAbuse in the UnitedStates - rea?(NIDA/NIAAA).
These costsinclude HIV, and HepatitisA and B. which arepresentedtato:in the chapter.

Alaska hospital costs from alcohol and other drug abuse-related medical injuries and
illness in 1999 were estimated at $53 million (Table 16). Non-federal hospitals
accounted for $49 million, while veterans and federal hospitals were $4 million.
Estimated hospital costs injuries and illness related to alcohol and other drug abuse
were $48 million and $5 million, respectively Alcohol-related illnesses resulted in
the highest hospital costs at $36 million.

Residential and Outpatient Alcohol and Other Drug Treatment Costs

Alcohol and other drug abuse in resident and outpatient treatment costs was
approximately $15 million for Alaska during 1999. The Alaska Department of
Health and Social Services, Division of Alcohol and Drug Abuse, provided alcohol
and other drug treatment costs, so no estimate procedures were needed.

Alcohol and other drug treatment costs provide outpatient and residential services
for youth, adults and women with children. The treatment services also inclu led
assistance for incarcerated men and women. Specific services include rehabilitation,
counseling, case management, and other types of treatment services for individuals

and families.

Tine estimated treatment costs do not account for 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.'

ure; Finding the Anﬁwers to Tgu h Questions About Substance Abuse in Alaska, 199V Annual Report, State of Alaska
Aavisory Hoard"on Alconolism and Drug Anuse.
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Medical Outpatient Costs

Another health expense related to alcohol and other drug abuse is outpatient
medical treatment for a specific disorder or illness related to alcohol and other drug
abuse. Specific disorders might include alcohol gastritis or cirrhosis, while a related
illness might be chronic pancreatitis, or cancer of the esophagus.

Methodology

Like hospital costs, specific data on alcohol and other drug abuse-related medical
outpatient visits was not available for Alaska. To estimate these costs, the research
team applied Alaska prevalence figures to U.S. estimates for alcohol abuse-related
medical outpatient visits reported in the 1998 NIDA/NIAAA study. The
NIDA/NIAAA did not report any medical outpatient visits for other drug abuse-
specific disorders because of the lack of data and causal relationships needed to
estimate the medical outpatient visits. Other drug abuse medical outpatient visits
related to HIV and Hepatitis Band C are presented later in the chapter.

Estimated medical outpatient visits were multiplied by the average medical
outpatient cost for alcohol and other drug abuse-related illnesses and injuries. Cost
estimates were adjusted to reflect changes in U.S. prices from 1992 to 1999, and
Alaska health care costs. Inflation was estimated at 19 percent using U.S. consumer
price index from the U.S. Census Bureau. Alaska health care cost data came from
ACCRA. During 1999, health care costs in Anchorage were approximately 64.7
percent higher than the average participating city. After adjusting for inflation anu
cosl-of-health care in Alaska, the estimated average cost for an alcohol and other

drug abuse-related medical outpatient visit was $305.

Results

Alcohol abuse-related medical outpatient visits in Alaska during 1999 were
estimated at 49,360. Alcohol-related disorders accounted for 42,871 estimated visits,
while alcohol-specific illnesses had an estimated 6,489 visits. Table 17 presents
estimated medical outpatient visits and costs for alcohol abuse-related disorders.

Alcohol abuse-related medical outpatient costs for Alaska during 1999 was estimated
at $15 million. Alcohol abuse-related illnesses were estimated at $13 million, while

alcohol abuse-specific disorders were $2 million.

_ ~ Table 17
Medical Outpatient Visits and Costs Related to
Alcohol Abuse in Alaska, 1999

( Outpatient Costs
Outpatient Visits (thousands ofdollars) A
Alcohol-specific 6,489 $1,979
Alcohol-related 42,871 $13,076
Total, Alcohol Abuse 49,360 $15,055

Source: McDowell Group, based on alcohol arid other drugdopondont population ostimatos Irom Finding tho
Answersto Tough Cues/ionsAboutSubstance 'huse m Alaska, 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

Economic Costs otAlcoholand DrugAbuse in the United States - /,RS><2(NIDA/NIAAA).

Economic Costs of Alcohol and Olhor Drug Abuso inAlaska, Phaso Two McDowoll Group, Inc. *Pago 29



Prescription Drugs and Nursing Home Care Costs

Although not as high as hospital and medical outpatient costs, alcohol and other
drug abuse also have prescription drug and nursing home costs. Prescription drugs
are prescribed for alcohol abuse-specific illnesses such as cirrhosis or alcohol-related
cancer. Nursing home costs are only those from residents who have a primary

alcohol abuse-specific diagnosis.

Methodology

Alcohol-related prescription drug costs were estimated using Alaska prevalence data
on substance abuse. Prevalence estimates were applied to the total U.S. prescription
drug costs related to alcohol abuse, as published in the 1998 NIDA/NIAAA study.
In the study, 2.2 percent of U.S. prescription drug costs for all illnesses were
attributed to alcohol abuse. Prescription drug costs related to other drug abuse were
not estimated due to the lack of national data.

Nursing home costs related to alcohol abuse were estimated using data from the
Alaska Stale Hospital Nursing Home Association and the NIDA/NITAAA study.
Total home nursing care visits during 1999 were 147,907, while cost per day of care
was $268.65. The cost of Alaska nursing home care for all illnesses and injuries
during 1999 was approximately $40 million. Based on estimates published in the
NIDA/NIAAA study, approximately 1 percent of the nation's nursing home care
costs can be attributed to alcohol abuse-specific illnesses. The research team applied
1percent to total nursing home care costs in Alaska dining 1799,

Results

Estimated pharmaceutical costs related to alcohol abuse in Alaska during 1999 were
approximately $9 million. Alcohol abuse-related nursing home care days totaled
1,479 in Alaska during 1999. Costs from these visits amounted to approximately

$400,000.

Fetal Alcohol Syndrome

Fetal alcohol syndrome (FAS) can occur when a fetus is exposed to alcohol.
Symptoms of FAS can include both physical and mental impairment. The cost of
caring for a person with FAS can be significant. These costs may include neonatal
care for low birth weight to special speech therapy, behavioral management, or
residential care for adult FAS patients.

Methodology

To estimate the economic costs from FAS, the research team first determined the
number of live births with FAS in Alaska. The Alaska Department of Health and
Social Services repo, ted the incidence rate of FAS ranged from one to 1.4 per 1,000
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live births.8 Based on these results, an incidence rate of 1.4 per 1,000 live births was
used to measure FAS costs.

Incidence rates for FAS vary considerably. For example, the NIDA/NIAAA reported
an incidence rate of two per 1,000 live births. A Washington State study of alcohol
and other drug abuse showed an incidence rate of 1.3 per 1,000 live births. As
reported above, approximately 9.7 percent of Alaska's population is alcohol
dependent, while only 4.38 percent of the nation's population is alcohol dependent.
Based on these estimates, the 1.4 FAS births per 1,000 live births for Alaska could be
a conservative estimate. Because there currently are no established standards for
diagnosing FAS, incidence rates can and do vary to seme degree.

To estimate FAS costs in Alaska, the research team relied on data published in
Health Professions Education Partnership Act of 1998 (Senate Bill 1754). The cost of
treating an FAS patient over his or her lifetime was estimated to be at least $1.4
million in 1995. These costs could include neonatal intensive care, medical and
surgical services (not related to neonatal care), special speech therapy, behavioral
management, and residential care. Medical and surgical service might include
rectifying or monitoring hearing loss or cleft palate surgery. Residential services
include special education, home care, speech therapy or institutional care. After
adjusting for inflation between 1995 and 1999 (9 percent), total lifetime costs for
treating FAS patents is estimated at $1.5 million.

The total cost for FAS patients in Alaska during 1999 was estimated by multiplying
the lifetime costs by the number of FAS births during that period.

Results

Table 18 presents estimated costs for FAS births in Alaska during 1999. During that
period, Alaska had about 14 FAS births. Total economic costs from these FAS

patients totaled approximately $21 million.

Assuming the incidence rate for FAS births for Alaska is similar to the dependence
rate for alcohol abuse (approximately double the nation's dependence rate), an
incidence rate of 2.8 was used to present an alternative health care cost for persons
with FAS. Using this incidence rate, Alaska had an estimated 28 FAS births. Costs for

treating Alaskans with FAS were approximately $42 million.

Table 18
~ Costs of FAS Medical and
Residential Services in Alaska, 1999

W . 14 iIncidence Rate 2.8 Incidence Rate
Alaska births in 1999 9.956 9.956
FAS incidence per 1.000 live births 14 2.8
FAS births 14 28
Total FAS cost $21 million $42 million

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, IOBdCongross (1990).

" %%93 n?t gp*vl\JBdate Alaska's Rrfwises to Fetal Alcohol Stfiilromes, Alaska Department of Health ami Social Services,
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AIJS and HIV Costs

Intravenous drug abuse among individuals who share unhygienic needles is a
significant cause of AIDS and HIV. Although AIDS and HIV no longer require
extensive inpatient medical care, both result in high medical expenses worth
measuring sepirately from the hospital ancl outpatient costs presented above

(NIDA/NTAAA, 1998).

Methodology

Two steps were used to calculate other drug-related AIDS and HIV medical costs.
First, AIDS and HIV costs were estimated by applying annual medical expenses
from the NIDA/NIAAA study to the number of Alaska AIDS and HIV patients
treated in 1999. Cost data was adjusted for inflation and cost-of-health care in Alaska
using the same sources and methods previously reported. Annual medical expenses
for each Alaska HIV patient were estimated at $21,794 while medical expenses for
each AIDS patient were $60,849. According to the Alaska Division of Public Health,
there were 781 HIV and HIV with AIDS cases in Alaska, with 237 from HIV and 544
from HIV with AIDS. Multiplying by the appropriate yearly medical expenses, HIV
accounted for more than $5 million. Medical expenses for all AIDS patients
statewide totaled $33 million during 1999.

The second step was to determine the percent of AIDS and HIV mi Jical expenses
that can be attributed to other drug abuse. Public Health reported that
approximately 12 percent of AIDS and HIV cases were attributed to intravenous
drug abuse. This attribution rate was then applied to medical costs for AIDS and

HIV patients.

Although these costs are limited only to those earned by intravenous drug abuse,
alcohol abuse is a risk factor in contracting AIDS and HIV from unprotected sex.

Results

Intravenous drug abuse resulted in approximately 93 HIV and HIV with AIDS cases

in Alaska during 1999. Medical costs for treating these patients were approximately
$4 million. Table 19 presents the number HIV arid HIV with AIDS cases and annual

medical expenses for these cases.

Table 19
Annual Medical Expenses per AIDS and HIV Case
Due to Other Drug Abuse in Alaska, 1999

Annual [Oledical Number ot AIDS Total Costs

Expenses per Patient and HIV Pdllents due to Drug Abuse
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 ol Hoallh and Social
Sorvicos, Division ol Public Honllli; and annual mod.cal oxponso data Irom Tho Economic Costs otAlcoholand Drug

Abuso intha United States ~ 1992 (NIDA/NIAAA)
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Hepatitis B and C Costs

Intravenous drug abuse and sharing unhygienic needles are leading contributors to
hepatitis Band C in Alaska. In fact, intravenous drug use is the largest contributor to
hepatitis C. Hepatitis B and C have been linked to cirrhosis and primary hepatic

cancer.

Methodology

Approximately 12 percent of hepatitis B cases and 36 percent of hepatitis C cases can
be attributed to intravenous drug abuse (NIDA/NIAAA). According to the Alaska
Division of Public Health, there were 18 cases of hepatitis B and 1,196 cases of
hepatitis C in the state in 1999. Due to limited data on the disease stage9and how
many patients were cured, the research team measured the cost of treating only
those cases reported by the Alaska Division of Public Health in 1999.

Medical expenses for hepatitis Band C were presented in the 1998 NIDA/NIAAA
study by stage. Since data is limited for hepatitis B and C in Alaska, medical
expenses from the NIDA/NTAAA study were averaged. Adjusting for inflation and
Alaska health costs, the annual average medical expense for treating hepatitis B is
$2,400 and $10,600 for hepatitis C. These costs were applied to all other drug abuse-
related hepatitis B and C cases reported in 1999 by the Division of Public Health.
However, it should be pointed out that most hepatitis B.and C cases required only
monitoring of the disease, which is relatively inexpensive. A small percentage of
these cases do require extensive medical care in order to treat acute fulminate
hepatitis, chronic active hepatitis, and primary hepatic cancer. By using an average
of medical costs for treating all stages of the disease, the study provides an
approximate cost of treating new hepatitis Band C cases during 1999.

In addition, alcohol abuse is also considered a risk factor for contracting hepatitis B
and C due to sharing of needles while under the influence of alcohol.

Results

In Alaska, intravenous drug abuse attributed to two hepatitis B cases and 431
hepatitis C cases during 1999. Total annual medical costs for intravenous drug
abuse-related hepatitis B were $5,000. Hepatitis C annual medical expenses
attributed to intravenous drug abuse totaled $5 million. Table 20 presents total
medical costs and number of cases for hepatitis C in Alaska during 1999.

Table 20
Annual Medical Expenses per Hepatitis C Case
Due to Other Drug Abuse in Alaska, 1999

Annual Medical Number of Hepatitis C  Total Costs due'to Drug
Expenses per Patient Patients Abuse

Hepatitis C $10,600 431 $4.6 million

Sourco: McDowoll Group, basod on hepatitis B and C case numbors ]rom tho Alaska Department ol Healtp and
Social Sorvicos; and annual modical oxponso data from Tho Economic: Costs o tAlcoholand DrugAbuse in the

UnitedStates - 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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