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PublicAssistance and Social Services

Weidy Alaskans who qualify for public assistance receive cash and food stamps and
0 hi 1 .ocial services from the state. A portion of the public assistance expenditures
can be attributed to alcohol and other drug abuse. As noted earlier in the report,
alcohol and other drug dependence can result in reduced income, trouble finding
ana holding a job, or even a disability, all of which may qualify the individual for
public assistance. This chapter looks briefly at the economic costs of alcohol and
other drug abuse-related public assistance.

Methodology

To estimate the cost of alcohol and other drug abuse-related public assistance, the
research team applied Alaska's portion of the U.S. alcohol and other drug dependent
population, 0.47 percent, to the nation's public assistance expenditures related to
alcohol and other drug abuse, as published in the 1998 NIDA/NIAAA study. Since
public assistance payments are a redistribution of income and not a cost to society,
the report only includes the administrationeosts.

There are two sources of public assistance costs. The first is former Supplemental
Security Income (SSI) and Old Age, Survivors, and Disability Insurance (OASDI)
recipients. In 1996, P.L. 104-121 amended the Social Security Act to change the
definition of disability. As a result, individuals receiving Social Security disability
benefits based on alcoholism and/or other drug abuse had their benefits terminated
effective January 1, 1997. However, approximately two thirds of these individuals
subsequently appealed the termination of their disability benefits and were found lo
be disabled for other reasons. The second is Alaska Temporary Assistance Program
and food stamp program. Note, Aid to Families with Dependent Children program
was replaced by the Alaska Temporary Assistance Program on July 1,1997.

In each category, costs related to alcohol and other drug abuse were estimated based
on the actual determination that public benefits given to an individual were
attributed to substance abuse. For forrier SSI and OASDI recipients, 1.7 percent of
the cases were related to alcohol and other drug abuse, while 4.1 percent of Alaska
Temporary Assistance Program and food stamp cases were related. Compared to
Alaska's dependency rates for alcohol and other drug abuse, attribution rates
published in the NIDA/NITAAA study are likely a conservative estimate of Alaska's
true administration costs from public assistance. However, the lack of Alaska
attribution rates for alcohol and other drug abuse-related public assistance
necessitates the use of these national attribution rates published in the 1998

NIDA/NITAAA study.

Results

Administration costs from alcohol and other drug abuse-related public assistance
was approximately $4 million in Alaska during 1999. The largest contributor was
administration of payments for Alaska Temporary Assistance Program and food
stamps at $3 million, while administrative costs from former OASDI and SSI

recipients totaled $+184,000.
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Employmentand Tax Impacts ofAlcohol Sales

Although this report concentrates on quantifying the costs of alcohol and other drug
abuse, there are some measurable economic benefits associated with the sale of
alcohol. The most obvious benefit is employment. Jobs related to alcohol sales
include manufacturing, wholesale trade and retail trade. Alcohol excise tax revenues
go into Alaska's unrestricted general-fund budget. Other benefits, including indirect
employment impacts from alcohol manufacturing and sales, are more difficult to
measure and beyond the scope of this study. Earnings from these jobs help employ
other residents who are not directly linked to alcohol industry.

This chapter looks briefly at the direct employment benefits from the alcohol
industry and discusses the excise tax collected from the sale of alcohol beverages.

Methodology

To measure the employment and ea s related to manufacturing and sales of
alcohol, the research team relied on dt i published in the 1999 Employment and
Earnings Report by Alaska Department of Labor and Workforce Development,
Research and Analysis Division. Employment and earnings data was collected for

the following industries:

« Manufacturing of malt beverages (SIC 20S2).

« Wholesale trade for beer, wine, and distilled beverages (SIC 5182).
» Liquor stores (SIC 5921).

+ Drinking places (SIC 5813).

Total excise tax revenue collected from the sale of alcohol beverages was published
in the Revenue Source Book, Fall 1999, by the Alaska Department of Revenue.
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Results

Table 21 presents employment and earnings for alcohol related commerce and
manufacturing industries in Alaska during 1999. Total employment related to the
sale of alcoholic beverages in Alaska was approximately 3,000 jobs with earnings of
350 million. Drinking establishments accounted for the most employment at

approximately 2,000 jobs with $26 million in payroll.

Total excise tax revenue collected from the sale of alcohol beverages in Alaska was
approximately $12 million during 1999.

Table 21
Employment and Earnings for
Alcohol-Related Industries in Alaska, 1999

Earnings

Industry Employment . (thousands of dollars)
Manufacturing 88 $2,542
Wholesale trade 300 12,016
Retail trade: Liquor stores 586 9,681
Retail trade: Drinking places 1,983 26,037
2,957 $50,276

Total
sourco: 1999 Employment anil Earnings Report, Alaska Department of Labor and Workforce Development, Research

and Analysis Division.
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STATE TAX RATES ON BEER
(January 1, 2002)

SALES TAXES
APPLIED
Yes
n.a.

Yes
Yes

OTHER TAXES
80.52/gallon local lax

under 3.2% - SO. 16/gallon; S0.008/gallon and 3% o il- 10%
on-premise tax

2.670/12 ounces on-premise retail tax

S0.53/gallon local tax

S0.53/gallon dralt beer

over4% - 50.45/gallon

SO.16/gallon in Chicago and $0.06/gallon in Cook County

overd.2%- (8% oil-and 10%on-prcmised, under3.2% -
4.25% sales tax.

9% wholesale lax

S0.048/gallon local tax

additional 5% on-premise tax

S0.2333/gallon in Garrett County

0.5/% on private club sales

under3.2% - S0.077/gallon. 8.5% sales lax

50.12/gallon in New York City
50.48/gallon bulk beer
7% stale sales lax, bulk beer 50.08/gal.

under 3.2% - 50.36/gallon; 51.00/case
on-premise and 12% on-premise

50.04/case wholesale tax

17% wholesale tax
ovcrd%-SO.198/gallon. 14% on-premise

and $0.05/drink on airline sales

ver 3.2% - sold through state store

% lo 8% alcohol - 50.55; 10% on-premise sales tax

8% oil- and 9% on-premise sales lax
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STATE
Alabama
Alaska
Arizona
Arkansas
California
Colorado
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Delaware
Florida
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TAX RATES

IS per gallon)
SI/U
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0.20
052
0.60
097
225
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045
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050
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0.60
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0.55
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0.55
050
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040
sec Footnote C1)
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050

050
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see Footnote (1)
0.60
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see footnote (1)
055
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see footnote (1)
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STATE M%&BN WINE

SALES TAXES
APPLIED

Yes
n.a.
Yes
Yes
Yes
Yes
Yes
n.a.
Yes

Yes
Yes
Yes
Yes

Yes
Yes
no
Yes
Yes
Yes

Yes
Yes*
Yes

Yes
Yes
n.a.
Yes
Yes
n.a.
Yes

Yes
Yes

Yes
Yes

n.a.
Yes
Yes
Yes
Yes

Yes
Yes

Yes
Yes
Yes
Yes

Yes
Yes
Yes

Yes

Soyire: Compiled by |'IA Jrom various sources.

* Sales lax is app

lied lo on-premise sales on

OTHER TAXES
over 14% sold through state store

under 5% -50.25/gallon; 50.05/casc; and 5% oil- and 10% on-premise
sparkling wine -S0.50/gallon

over 21% and sparkling wine -51.50/gallon

over 17.259% -3.5.00/gallon, sparkling wine 55.50/gallon
6.67C/4 ounces on-preinisc retail tax

over 14% -S2.54/qgallon; 50.84/§nllon local tax

Sparkling wine -32.09/gallon and wine coolers -S0.54/gullon

over20% -54. 50/ﬂallon
$0.15/gallon in Chicago and ($0 16-S0.50)/gallon in Cook County

over 21% -S52.68/gallon

under 5% -50.19/gallon

over 14%-3U./3/gallon;8%oll-an(l 10% on-premise
9% wholesale

14% to 24% -S0.25/gallon, over 24% and sparkling wine -51.59/gallon

over 15.5%- sold through slate stores, sparkling wine -51.25/gallon;
additional 5% on-premise sales tax

sparkling wine -50./0/gallon;

over 16% -50.76/gallon

14% lo 21% -50.95/gallon, under 24% and sparkling wine -51.82/gallon;
50.01/botllc (except miniatures) and 8.5% sales tax

over 14% and sparkling wine -sold through the state

over 16% -sold through state stores; /% surtax
over 14% -$1.55/gallon
14% to 22% -50.75/gallon, over 22% -52.05/gallon

over 14% -36.06/gallon

over 17% -50.91/gallon

over 17% -50.60/gallon, Sparkling wine -$1.00/gallon;
7% state sales tax

over 14% -50.98/gallon, vermouth -51.08/gallon and sparkling
wine -51.48/gallon

over 14% -3! .4li/gallon, sparkling wine -32.08/gallon;
S1.0U/boltle on-premise and 12% on-premise

over 14% -50.77/gallon

sparkling wine -50.75/gallon

50.18/gallon additional tax

|4% to 20% -51.45/gallon. over 21%. and sparkling wine -
52.07/gallon; 2% wholesale tax

50.15/case and 15% on- premise; under 7% -51.10/gallon.

over 14%- 50.408/gallon and sparkling wine -50.516/gallon;
14% on-premise and 50.05/dnnk on airline sales

over 16% -sold through slate store. 10% on-premise sales (ax

under 4% -50.2565/gullon and over 14% -sold through state store

over 14% -51.72/gal,; add'l 30.89 honied or packaged by manulnclurer,
50.04 all others

5% local tax

over 14%- S0.45/gallon

8% oil- and 9% on-premise sales tax,
over 14% -30.40/gallon and Sparklmg -50.45/gallon.

Y.
[1T"All'nine sales are llironnh sidle stores, devalue in lliese slides is ncnentledfrom various luxes, fees and net projits.
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W aiting in Line
for
Treatment

EXECUTIVE SUMMARY

According to a recent survey taken by C&S Management for the Division of Alcoholism
and Drug Abuse, Alaskans are waiting in line for much-needed treatment of their
substance abuse disorders.

BACKGROUND INFORMATION

Between October 15 and December 1, 2001, C&S Management collected data from
treatment programs in eight Alaska communities (Anchorage, Fairbanks, Juneau,
Wasilla, Sitka, Dillingham, Bethel, Ketchikan). The purpose of the survey was to
determine statistical information about people in those communities who were on the
waiting list for treatment for alcoholism or other substance abuse disorders.

C&S Management used a standard instrument called a “waiting list data collection form”
to collect detailed information about every person on the waiting list on the October 15,
2001 start date, and every person added to the waiting list between that date and
December 1,2001. Treatment center staff compiled the data using information provided
by those on the waiting list. Participation in the survey was voluntary and confidential.

In addition to demographic data (to profile those seeking treatment), the survey collected
information about the type of treatment service sought, and type of referral source that
sent the person to the treatment provider. Information about whether the person was
currently incarcerated, receiving mental health services, or an IV drug user was also
requested. If the person on the waiting list was female, data was requested about whether
the woman was pregnant or had children, whether the family was the subject of an open



case at the Division of Family and Youth Services, and whether the children were in out-
of-home placement.

C&S Management compiled the data. The Department of Health and Social Services
analyzed the results. This report provides a highlighted summary of key results.

ALASKANS ARE STANDING IN LINE FOR TREATMENT

The C&S Management survey showed that on any given day, an average of 302 people
who wanted treatment for alcoholism or other substance abuse were on a waiting list for
services in the communities surveyed. These Alaskans include women with children,
men awaiting release from jail for crimes committed “under the influence” of their
addictions, and teenagers who may develop into chronic alcoholics if the course of their
lives is not altered.

The percentage of people waiting for treatment in a region (as a percentage of the total
number of people waiting for treatment) varied across regions over time, but generally
more people are on the waiting list for treatment in larger population areas.

Table 1: Percentage o fPeople on the Waiting list, by Region

DArE
REGION Oct 15 Nov 1 Nov 15 Dec 1
Anchorage 46% 357 34% 34%
Interior 10% 13% 13% 10%
Yukon-Kuskokwim 31% 27% 26% 26%
Southeast 4% 11% 15% 21%
All others 9% 11% 13% 8%

WAITING LISTS UNDERREPRESENT THE TOTAL NEED

The waiting list is a critical indicator of treatment need, but it is only the most visible and
measurable portion of people in need of treatment. 1t is an accepted fact that the waiting
list underrepresents the number of people who need and would accept treatment if
services were immediately available. Many people who need treatment never recognize
or acknowledge the fact. But of those who do recognize that they need treatment, and
who seek it out, many arc discouraged when they find out that treatment is not
immediately available. Too often, they do not sign up for the waiting list.
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A second reason the waiting lists underrepresents real need is that it is only possible to
establish a waiting list for a substance abuse treatment program that exists. For example,
if there is no youth treatment program n a given community, there will be no waiting list
for youth treatment in that community. This is true even though there may be any number
of youths who need and would enter this type of treatment program if it were offered. If
there is no treatment program (or program of a certain type) in a community, there will be
no waiting list for that program in the; community. This is because the treatment
programs themselves establish the waiting lists.

For these reasons, the number of people on the waiting lists is less than the total number
of people in these communities who need treatment and would accept it if it were
immediately available. The number of people on the waiting list on any given day
represents people who:

« Live in (or are willing to travel to) communities where the specific type of
treatment they seek is offered, and

 Are so motivated to receive treatment that they are willing to sign up for it even
though they know that treatment is not immediately available.

WOMEN AND CHILDREN ARE WAITING FOR CARE

Of those on the treatment waiting list during the study period, 60% were male, and 40%
were female. Men linger on the waiting lists slightly longer than women do (an average
of 51 days for women, 66 days for men).

Almost 3 out of 4 women on the waiting list have children (sec table 2). Since alcoholism
and drug abuse affect families as well as individuals, these children are effectively on the
waiting list for treatment, too. More than 213 children had mothers on the waiting list

during the survey period. Family life is difficult for those awaiting treatment. Almost half
of the women waiting for treatment had children in out-of-home placement (foster care or

other living situations).

Table 2: Situation of Women on the Waiting List

DAr E
Oct 15 Nov 1 Nov 15 Dec1  Average

Total number of

women on list 116 131 133 108 122 women
Women with
Children S7 98 100 80 75%
Open DFYS Case 4 51 52 38 37%
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Out of Home
Placement 55 59 63 53 47%

The C&S Management survey showed that almost half the women on the waiting list
were waiting for specific programs that treat women, or women with children. For
mothers, the latter type of service is especially critical. Many must make the difficult
choice between keeping their children with them as they go through treatment and
breaking up the family. Some mothers forego treatment rather than give up their children,

even temporarily.

Women who sign up for a treatment program “Because we don 7 have enough
that serves women and children generally wait _ o
longer than those who sign up for services that service capacity inprograms that

won’t allow their children to st. y with them. ) )
Such women wait an average of 107 days to treat women with children, some

enter treatment, while those who sign up for . e
women-only programs wait 46 days. womenface apainful choice: to
This data shows that there are Alaskan women wait monthsfor treatment, or to
with children who know they have a substance break up thefam in "

abuse problem who are motivated to resolve ' :
their problems through treatment, and who - Jay Livey, Commissioner |

wait more than 3 months for that treatment | Department of Health and Social Services |
once they sign up to receive it.

ALASKANS NEED SPECIFIC TYPES OF TREATMENT

The survey sought information about the type of treatment each person on the waiting list
needed. On average, 46% of the women were waiting for programs that serve women, or
women with children. The rest sought other types of treatment, including residential
services, youth programs, or outpatient treatment. By contrast, 34% of the men were
seeking long-term co-ed residential treatment, an additional 16% sought outpatient
treatment, and the rest sought other typ”s of services.

For each type of service offered, the number of days people tend to linger on the waiting
list is different. The chart below depicts these differences. Women who are waiting for
treatment in a program that accepts women and children wait the longest (an average of
107 days). People who sign up to receive general or long-term residential care also tend
to wait longer than average (81 and 87 days, respectively). Those waiting for women-
only programs wait an average of 45 days, and those waiting for dual diagnosis
residential care wait an average of 43 days (see chart on following page).
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Number of Days on Waitlist by Component of Care

Corrponent

The C&S Management survey showed a need for expanded capacity in programs serving
people who have both substance abuse disorders and mental health issues. These “co-
occurring disorders” are treated through “dual diagnosis” programs. Of the 302 people
typically on the waiting list, an average of 47 (about 1in 5) acknowledged that they were
currently receiving mental health care of some type, including about 1in 4 women.

An average of 17 people were . n the waiting list for dual diagnosis treatment at any one
time. Most of these people were .'dulls ages 21-49 years, but an average of 3 people on
the waiting list for dual diagnosis reatment were youths under 1S years old. A
disproportionate number of people i.n the waiting list for dual diagnosis treatment are
Alaska Natives. People on this waiting list wait an average of 43 days to enter treatment.

This survey data shows that there is particular need for treatment programs for women,
women with children, and dual diagnosis treatment services capable of responding to the
needs of those who face both substance abuse disorders and mental health issues.

MORE TREATMENT SERVICES ARE NEEDED

Governor Tony Knowles has requested additional treatment funds in the fiscal year 2003
state operating budget. These incremental requests are structured to serve key populations
whose need for increased services is evident in this study (particularly women with
children, and those dually diagnosed with both substance abuse and mental health
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disorders). An additional $750,000 is requested in the Governor’s capital budget for
substance abuse treatment facilities for women and children.

For fiscal year 2003, these are the requested increments (in thousands of dollars):

AN

$1,442.6
$1,062.0

$471.8
$470.0
$867.7
$550.0

$131.0
$718.0
$121.1
$1,241.0
$500.0
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$7,575.20

These increment requests are sensible compared to what is known about the level of need
for treatment from studies such as this. For example, the money requested for treatment
for women with children will purchase an additional 14 to 20 treatment beds (in two
programs serving seven to ten women each). As about 75% of the women on the waiting
list have children, this increment request is well-targeted to meet the documented need.

CONCLUSION

At any one time, 302 people are signed up and waiting to receive treatment for
alcoholism and substance abuse disorders in Anchorage, Fairbanks, Juneau, Wasilla,
Sitka, Dillingham, Bethel and Ketchikan. They generally wait about two months to enter
treatment. In the meantime, some drop off the list because their circumstances change,
they spiral downward and lose motivation to enter treatment, the program loses contact
with them, or for unknown reasons. Opportunities to make critical, constructive changes
are lost daily - perpetuating and often increasing the destructive results of addictions.

Improving treatment services by reducing the waiting list can save State general fund

dollars, reduce crime rates, prevent fetal alcohol syndrome and alcohol-related birth
defects, and reunify families torn apart by the toll of substance abuse.

Waiting in Linefor Treatment Page 60f6



Reduce thenumber of
-. rpe%ﬁgr?cfy%r)}%%?o who drinu

°fr ts **Pon
" G*Ko» ®efr
® °fe
flie

**>$% $*

ty /t.



Goals —

Theprimary

goal of

economic

interventions

as a

prevention approach is to
raise the price of alcohol
products through increased
taxes and thereby:

Prevent youth from
starting to drinlc

Delay the age at which
they might begin

» Decrease the level of
consumption by youth

Funded by
Division of Alcoholism and
Drug Abuse, DHSS, State of

Alaska

mi111 Minnesota Drive
Anehonif’e, Alaska 09503
907-5051900

Economic Interventions
Project
907-50513-13

dc”sC

A At Aa’
80 nQ/OO \#\G0

Alco

i

WA
8|sariﬁl%amongyoung

al < 4

USeI d

SI.H I0ES
i

people*

the »

past30 ,n9%in



THE CASE FOR AN ADJUSTMENT
INALASKA'S ALCOHOL EXCISE TAX
BY AT LEAST A DIME A DRINK

PROTECT OUR CHILDREN. RAISE REVENUE



©

Alaska Prevention Partnership: -

www.alaskaprevention.org

A keela, In c . - www.akeela.com
The Center for S cience in th e P ublic
Intere st Booze Nev/s - www.cspinet.org

Join Together O nline -
www.jointogether.org

FACE: T ruth & C larity on Alcohol -
www.faceproject.org

N ational Council on Alcoholism and Drug
Dependence wwwencadd.org

Prevline: Prevention on Line -
www.healoh.org

N ational In stitute on Alcohol Abuse and

A lcoholism - www.niaaa.nih.gov


http://www.alaskaprevention.org
http://www.akeela.com
http://www.cspinet.org
http://www.j
http://www.faceproj
http://www.healoh.org
http://www.niaaa.nih.gov

rtzte and Local Publications that support an Alcohol Tax Increase to

5]

Reduce Alcohol related Problems/Costs in Alaska

Economic Costs of Aicohol and Other Drug Abuse in Alaska (Phase Two),
McDowell Group, Research-Based Consulting, November, 2001

in Steo-The Plan. Comprehensive Integrated Mental Health Plan (for
Alaskans}, October 2001, pg. 13-17.

Final Report of the Alaska Criminal Justice Assessment Commission, May,
2000, Alaska Judicial Council, pg. 54 B.1

Underage drinking in Alaska, Needs Assessment, December 2000, C & S
Management Associates, Juneau, Alaska, pg. 105, "best practices".

Final Report of the DUI Prevention Task Force, October 2000, pg. 28-29
(committee report).

Results Within our Reach. Alaska State Plan for Alcohol and Drug Abuse
Servicec, 1999-2003, pg. 23 (legal and regulatory initiatives)

Alaska Injury Prevention Plan, Alcohol related injuries, State Injury Prevention
Coalition, December 1994, pg. 74.

Mayor's Community Action Plan on Crime, Alcohol Philosophy Task Force
Report, August 1996, pg. 9.

Finding the Answers to Tough Questions about Substance Abuse in Alaska,
Advisory Board on Alcohol and Drug Abuse,1999, pg. 18

10, healthy Alaskans 2000. Charting the Course of Public Health for the Decade,

Intentional Injuries, 1954, pg.91.

This list of publications was developed by Joan Diamond, MOA, Department of Health and
Human Service, 343-6533. (November, 2001)



TATEWIDE POLITICAL OPINION SURVEY

| van Moors Research

Tel: 278-4500

Hello, my nari is and I'm calling fcr Ivan Moors Research, an
Alaska pub'kie opinion research firm. We're conducting a public opinion
survey that: should take just a few minutes. Your coinior.s are imoortant to

and of

us, and we'd appreciate your participation if that's OK with vyou,
course your IT6

SI. Is thiCh
IE "YES", CONTINUE...
IE "NO", TERMINATE...

S2. Are vou registered tc vote in the State cf Alaska?
IE "YES", CONTINUE...
IE "NO”, ASK EOR OTHER VOTER...

1. What is your registered party affiliation?

1 1 REGISTERED atptv 1
ﬂ 1 AFFILIATION: 1
1 Count | v 1
IDe 1 3 | 14 ¢% |
Repu flcan 1 03 29.9% 1
[Oth er party 1 159 1 5?% 1
@ Vvwnen at semes to >c-tares you consider yourself to be a
o a moderate o:
| POLITICAL IDSOLOGV: |
| Count | i
IConservative : ;
imoderate ]6% %19’% !
IProgressive 47 17.5% 1

Do you strongly favor, mildly favor, mildly oppose o0: scronciv orrccse
increase ir. the state excise tax on alcohol?

1 % FA\/On 1§PS|’D |
!1 |EXCISE TAX N AL(IZHCL |
1 Count ! % I
Strongly Paver 1 77 255% |
I Faver I |
INeutral 1 10 2.5%
7g/l'tlrlt()]lr|1ylolo Oseose % %% | 21{1 ég h
Bon't Khew " 1 13 "1 4.9 |
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STATEWIDE POLITICAL OPINION URVE 1
| van Moors Research

Tel: 278-4600

Hello, my name is anti I'm caliinc fcr Ever. Mocre Research
Alaska public opinion research firm. We're conducting a public cpinion
survey :na: should take just a few minutes. Your opinions are importsnt to
us, and we’'d appreciate your participation if that's CH with you, an;d of
course your responses will be completely confidential.

51. Is this a residential telephone?

[E "YES", CONTINUE...
[E "NO", TERMINATE...

£2. Are vou recistered to vote in the State cf Alaska?
IE "YES", CONTINUE,.,
IF "NO", ASK FOR OTHER VOTER...

1. What is your registered party affiliation?

| )RR |

| I Count | 5 |
Igemoc.at | %%660/ l
- ub“can 51
I0ther party )| f%@ ' 5,75 |
€ tvnet it ocrr.es politics, do you consider yourself to be a

= noservative, a mccerate or a progressive?

1 POLITICAL IDEOLOGY: |
1 Count 1 A 1
}
|

‘A

Sii

3A. Do you strongly favor, mildly favor, mildly oppose or strongly oppc.
an increase in the state excise tax on alcohol?

#Excrsfé*\%%% l

Count

— S —p

1
RAIGEA. i
e



1 SENDEE or P.ESPONDEOT:

1

1

1 Counr 1 1 1
IMale 1 123 1 49,91 1
I1“err.ale 1 124 | 5C.21 1

"=t completes the survey. | have a telephone number for |van Moore
<earch than you can call with any comments, compliments or complain’

?ould vcu like the number? (272-4600)

Thank you very much for your help. Goodbye.

The following variables have been computed frcm tr.e catneraa cate

L I — ST-TUS BY GENDIR:
MAP.ITAL STATUS BY |
GENDE?.: |
Count
IMs.irisc* iTicilss
MarrieS females 3491 |
ISingle males 40 15.01 |
iSingle females 34 15.41 i
1 _ e,
1 i Count = I
R
.Southeast : 42 i 15,71 1
IP.ural Alaska 1 24 9.01
WUstSu-Eer.ai-V-aiost ! 24 1 20.25
[Antherare 1 111 1 41.71
; 26 1 12.31

1Eair'tanh.









For those of you vvho've not seen this..

The Juneau Empire - October 29, 2001
POLL SHOWS SUPPORT FOR LARGER ALCOHOL TAX

JUNEAU - By a 3 to 1 margin, registered voters in Alaska support an increase in the
alcohol tax, according to a poll conducted for the Republican majority in the state

House of Representatives by Hellenthal and Associates of Anchorage.
The poll, conducted October 9-17, found 76.8 percent generally in favor of a tax

increase, with 23.2 opposed. The margin of error is plus or minus 4.98 percent.

The pollsters first identified alcohol abuse and underage drinking as “serious
and costly problems in Alaska,” and then said a proposed increase of 10 cents per
drink would raise an additional $33 million for the state "to keep pace with inflation.”

The tax was last raised in 1983.
More than half of poll respondents, 51.7 percent, said they favored a 25 centers

per drink increase in the tax. The numbers increased to 68.6 percent for 10 cents a

drink and 71.9 percent for 5 cents a drink.
The House Finance Committee heid a hearing in Anchorage on Thursday on the

"dime a drink” proposal by Anchorage Rep. Lisa Murkowski, a Republican.
Murkowski's bill generated a lot of discussion inthe 2000 session, but was blocked by
Committee Co-Chairman Bill Williams, a Saxman Republican, after intense industry
lobbying campaign.

Murkowski said last week that a hoped-for consensus among liquor industry
representatives failed to materialize. Rep. Bill Hudson, a Juneau Republican, said the
lobbyists admit privately that some increase in the tax is likely.

Senate Finance Co-Chair Daye Donley, an Anchorage Republican, says he’s
willing to raise it, although he is opposed to most new taxes that are being proposed
for the long-range fiscal plan.

Outgoing mall is certified Virus Free.
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AREAS 0?7 ALASKA AMONG REGISTEP.6D VOTERS
POLITICAL AMO GENERAL DEMOGRAE&ICS‘ BEHAVIORS AND PERCEPTIONS
COLUMN PERCEXTS
CCTCJRR 9TH THROUGH 17TH, 2001

SAMPLE SIZE = 387; KARGIN Or ERROR = & CR « 4.9S7 i
AREAS OF ALASKA: TOTAL
CCL 1.
Scirth- Vald.l- Anchor- Fair*  Rural
eaat  Kenoi- uac bfinkj Alaska
K»tSu Area

SUPPORT A LOWS ftAfi'GS FISCAL PLAN FOR THE STATE?

Srtrenily Ifkcly. ; 210X 1537 20.3x 1837 3117 21.07
26r.  20.3X  22.AX 2337 1337 22.57

3LLAM 269X 33.6x 27.77. 3231 31.27

1397, 13.3X 6.5X 31T 2.27 1.67

9 01 20 67 11 6X 12 57 11,07. 13.67

3.57 5.5X 3.17 5.17 4.17

INCREASE IN THE ALCOHOL TAX:

75.11  69.3X g;.ﬁfY 87,37 81.57 76.37
30.7X 12.77 13.57 23.21
SUPPORT A 25 CEKT PER ORfWX INCREASE IN ALCOHOL
TAX:
52.TX 42X 49.9X 5257  60.67 51.77
22.3% 25.7X  26.71X  25.77 18.37 23.BS
24.97 30.77 24 .47 12,77 1B .57 23.21
Don*" knew 1.1X 1.1X 3.217 2.27 1.37
SUPPORT A i0 C2N7 PER DftlKK INCREASE 1H ALCOHOL
TAX:
£5.211  67.0X 67.5X 76.87 69.37 65.67
9.9* 1.2X 6.5X 7.37 9.57 6.67
2497  io.tx 2447 12,71 13.57 23.217
Conll know. 1,17 177, 3.217 2.21 1.47
SUPPORT A 5 CIST PER CRINK IVCRSAAi J« ALCOHOL
TAX:
70.AX  63.37 719X 77.07 13717 71.97
Favor an Increase but tea* than 5 Cents . ATX 2.7X 1.17 5.77 3.57
oppose an Incr.as./Oenll know w2497 307X 24,47 1277 13571  23.27
1.1X 1.15 3.27 137
SUPPORT INCREASE IN TAX If PART cf LeNe UUC&
PLAN?
£9.0* 62.1X 69.97 73.37  13.97 71.37
22717 30.4X 2497  22.SX 1S.97  25.27
2.3* 1.2 521 3.3 2.2 3.47

INCREASING THE MINIMUM MCE TO S7.15 PER KCORT

7427 e2.ix 1237 712.21 1141 75,57
ISEX 15.AX 2517 2297 1797 21.21
7.1X 2.5X 2.17 6.97 2.57 3.37
THERE AFTER AOJL'STtWG MINIMUM WAGE TO MATCH
INFLATION?
73.AX BA.L7T 7647 7917 6917 1747
1927 12.3X  2l.cr. 19.AS 23.87  19.67
2. SadX 2.217 1.57 6.47 3.07
TCTA" RWI PHRCENT o s« + + 13.AS 175X  41.77 12.A7| 15.C7 |co.07!|

KELLENTXAL | ASSOCIATIS



government is using savings to pay for state services and balance the

budget instead of increasing revenues. Other people say that it is
not a problem. Do you think the problem is extremely serious, very
serious, somewhat serious, not very serious, not at all serious, or
are you not sure?

SERIOUSNESS OF FISCAL GA? FREQUENCY PERCENT

Extremelv serious....ccoooeeeceees 9.3%

Very SeriousS ..ciiiiiiiiiiniinnns - e, 13.7%

Somewhat seriousS....cccccvcceeeees 45. Y%

NOt very SerioUS.iciccceeeees e, 10.7%

Not at all Serious......cccccceeiiiiiiiiiieiininninnns 26. ...l 6.8%

Don't KNOW..coovvieiiiiiiiiiiiiic e, 13.7%

If a long range fiscal plan for the Scate of Alaska is enacted, it may
involve several revenue-raising proposals, among them an income tax,
sales tax, use of Permanent Fund earnings, and other taxes like an
alcohol or gas tax. Generally speaking, without considering the
details, how likely is it that you would be supportive of efforts to
enact a long range fiscal plan for the State of Alaska? Are you
extremely likely, very likely, somewhat likely, nor very likely, or
not at all likely to support a long range fiscal plan?

SUPPORT LONG RANGE FISCAL PLAN FREQUENCY PERCENT

Extremely likely i, < 3 21.0%
Very likely . 87 e, 22.5%
Somewhat likely ., 121 .. 31.2%
Net very likely .. 30, 7.6%
Not at all liKely . 53 i, 13.6%
DON'"t KNOW...iuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiieieieeiiieeeeeieeeees 16, 4.1%
ALCOHOL TAX -7'7 - -y/ 1

e.lcohol abuse and underage drinking are serious and costly problems in
LLaska. Alaska's current alcohol tax has remained at the same rate as it
/as in 1983 and brings into the state about $15 million a year. If we were
;0 increase the tax by 10 cents per drink to keep pace with inflation, it
:culd mean $33 miillion in additional revenue to the state.

.0A. Do you favor or oppose an increase in the alcohol tax?

FAVOR OR OPPOSE ALCOHOL TAX FREQUENCY PERCENT
F AV O T et e et e e e e e e e e e e e e 293 i, 76. 8%
(@] 0] o0 1=1 PP UPPPP 90 ... 23.2%
Don't KNOW....ooooovvevvvieeinennne, 0 0.0%

103. Do you support a 25 cent per drink increase in the alcohol tax?



11.

25 CENT PER DRINK INCREASE

Oppose en

increase/Don't know......
Y B S et

Favor an increase but less than

Don't know

FREQUENCY PERCENT

.................... 90..cccccceeeen. 23.2%
200, 51. ™
25.cents.92......cceeeunne. 23.8%
D 1.3%

10C. Do you support a 10 cent per drink increase in the alcohol tax’

10 CENT PER DRINK INCREASE FREQUENCY PERCENT
Oppose an increase/Don't KNOW.........eeeevevevnnnnnn. 90...ciiiieee, 23.2%
D =X = T 266.....ccce.eeeee. 68.6%
Favor an increase butless than 25 cents.25.................. 6.6%

6 1.6%

Don't know

10D. Do you support a 5 cent per drink increase in the alcohol

5 CENT PER DRINK INCREASE

tax?

FREQUENCY PERCENT

Ooocse an increase/Don't Knew......cocccoeeeennnnnnne. 90. i, 23.2%
D =TT 279, 71.9%
Favor an increase butless than 25 cents.14................ 3.5%

L YT 1.3%

Don't know

Would you be more favorable
was part of a long-range fiscal

INCREASEIF PART OF PLAN

MINIMUM WAGE

There
$5.65

then one year

is an initiative that would raise
per hour to $6.50 per hour, then
that to $7.15 per

after

wage annually to match inflation.

12.

13.

Do you favor or oppose

INCREASING MINIMUM WAGE

(@ o] o Yo 11 = SRR

Do you favor

or

oppose there after

to an
plan?

increase to the alcohol tax if

FREQUENCY PERCENT

276 ., 71.3%
93 s 25.3%
13, 3.4%

the minimum wage from the curre
to $6.75 per hour one year lare

hour, and then to adjust the minim’

increasing the minimum wage to $7.15 per hour?

FREQUENCY PERCENT

293 . 75.5%
32 s 21.2%
13 3.3%

adjusting the minimum wage annuall



Alcohol Taxes: The Impacton Youth

The Relationship between increased alcohol excise
taxes and alcohol consumption by youth:

Youth and young adults reduce their drinking in response to price increases more
than adults in general. This is especially important given that youth experience a
disproportionate share of alcohol-related problems (Chaloupka et al. 2000)

Using national data from 1982, evidence shows that a tax policy that offsets the
effect of inflation and raises the tax on beer to equal the tax on distilled spirits
would lower the number o f:

Underage drinkers who drink frequently (four to seven drinking occasions
per week) by 32%,

Under.ge drinkers who drink fairly frequently (one to three times per
week) by 24% (Grossman et al. 1994).

A recently released study of youth drinking patterns suggests that the estimated
effect of the beer excise tax on drinking prevalence among young people is
statistically significant and quite im por~t: a dollar increase per case of beer
reduces drinking prevalence by over 2% (Cook and Moore 2000).

Studies indicate that for every 10% increase in the price of beer, beer
consumption would drop by 3%, while wine consumption would decrease 10%
per 10% price increase and spirits consumption would drop 15% for every 10%
increase in price. These price increases would substantially reduce both the
frequency of alcohol consumption among youth (aged 16-21) and heavy drinking
among young people (Chaloupka 1993).

A 1998 study which analyzed the relationship between the demand for alcohol
and marijuana by youths and young adults found that higher beer prices
significantly reduce the demand for both alcohol and marijuana (Pacula 1998).

Among underage female college students, high local beer prices are associated
with lower drinking rates (Chaloupka and Weschler 1996).



Research results from a 1998 study of alcohol price elasticities support the
implication that alcohol demand responds more to price in the long run than it
does in the short run, which clearly suggests that raising alcohol prices would be
an effective policy to reduce alcohol consumption by youths (Grossman et al.
1998).

The Relationship between increased alcohol excise
taxes and overall alcohol consumption:

The majority of research finds that increasing the price of alcohol results in a
decrease in:
* drinking and heavy drinking;
* drinking and driving and motor vehicle crashes;
* violence and other crime;
alcohol related health problems such as cirrhosis (Chaloupka 1998)

Although light to moderate drinkers respond differently than heavy drinkers, the
demand for alcohol is responsive to price. A 1995 study found that:

-  The number of days that people drink five or more drinks (binge drink)
decreases as taxes increase.

- An increase in alcohol excise taxes cuts consumption by light and
moderate drinkers much more than heavy drinkers. A 10% increase in
the alcohol tax would result in:

0 a5.5% decrease in light drinkers' consumption
0 an 11.9% decrease in moderate drinker's consumption
0 a 1.2% increase in heavy drinker's consumption

This research indicates that raising alcohol taxes may not reduce heavy drinkers'
consumption at desirable levels, at the same time, light and moderate drinkers
account for nearly half of all alcohol-related unintentional injuries and thus tax
increases would result in a substantial reduction of such injuries (Manning et al.

1995).

A 1981 study exai lined consumption rates in 39 states that had raised taxes
between 1960 anr 1975. Of 39 states, half had their consumption rates drop
16% for every 10% increase in liquor tax (Cook 1981).



A 1993 study indicates that increasing the beer tax per case by 10% would
decrease alcohol consumption by 0.48% per capita (Cook and Moore 1993).

There is evidence that raising taxes on alcohol reduces youth’s
access to alcohol and thus their involvement in injuries and other
harm.

Raising the price of beer by 10% would have a dramatic impact on college
students' violent behavior, including a:
. 4.5% dropin the rate at which students get into trouble with the
police, residence hall or other college authorities
« 5.5% dropin therate at which students damage property
. 3.4% dropin therate at which students get into arguments or fight
. 3.6% dropin therate that students take advantage of another person
sexually or are taken advantage of sexually (Grossman and Markowitz
1998).

A 1999 study indicates that with a 10% increase in the excise tax on beer,
severe violence aimed at children could be reduced by 2.3 and overall violence
toward children reduced by 1.2% (Markowitz, 1999).

Raising the beer tax to its 1951 level in real dollars would have decreased traffic
fatalities by 32% per year among 18-20-year-olds between 1982 and 1988.
Imposing a slightly higher tax would have decreased motor vehicle crash deaths
involving this age group by 42% (Grossman 1994).

For every 10% increase in tax on spirits, there would be a 7% decrease in motor
vehicle deaths (Cook 1981).

A study detailed in the Journal of the American Medical Association suggests that
higher alcohol taxes are associated with lower incidence of sexually transmitted
diseases and that most beer tax increases arc followed by a relative
proportionate decrease in gonorrhea rates among young adults. A twenty-cent
per six-pack increase in the beer tax could reduce overall gonorrhea rates by
8.9% (Harrison 2000).



Alaska Youth Risk Behavior Survey 1999. Alaska Department of Health and Social
Services and the Alaska Department of Education & Early Development.
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Governor Knowles' budget proposal
receives limited support (28%)...

Question;,
Governor Tony Knowles recently proposed aplan to help

close the state’s budget gap by beginning a state personal
Income tax, increasing alcohol taxes, and startlng a new tax
on tourists. Do you support or oppose thisplan ?”

28% Support

44% Oppos©
('Ask follow-up) 24% Supportsome/Oppose others
4% Unsure

...and itmay be lower - nearly three out of four (72%) of those
supporting some parts and opposing others oppose the personal
income tax recommendation...

(‘“Follow up question)

,.are there specific parts ofthe plan you oppose?

56 % Income tax
72% 13% Income & tourist tax
3% Income & alcohol tax

10% Tourist tax

5% Alcohol tax

2% Alcohol & tourist tax
12% Unsure

Survey area: Anchorage/Eagle River
Sample size: n=258

Sample error: 3- 5%
_ IMTTMAN RESEARCH CORPORATION
Dates: January 22-24, 2002 TheAlaska Pou.
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Demographics Unsure Income Alcohol Tourist Income Income Alcohol Base

Tax Tax Tax & & &
| Tourist i Alcohol Tourist

TOTAL........... 12% 156%  !5% 10% 13% 3% 2% 100.0%
GENDER 1 iz r
Male................ i 0% 166% 7% 114% i 7% 2% 4% 50.4%
Female........... 123% 45% 3% 16% 18% 5% 0% 49.6%
AGE 1 |
18-29 years 0% 57% 0% | 19% 14%  1io% 0% 9.5%
30-44 years 16% 64% 0% 4% 9% 7% 0% 31.7%
45-59 years 8% 55% 6% 110% 17% 0% 4% 50.4%
60+ years 28% 28% 22% 22% 0% 0% 0% 8.3%
REGISTERED i
AS i 1
Democrat 13% 74% 0% 0% 6% 6% 0% 14.8%
Republican 0% 65% 0% 0% 19% 16% 0% 14.6%
Non-partisan 12% 50% 9% 15% 1 12% 0% 3% 58.1%
Other 0% 76% 0% 0% 24% 0% 0% 6.8%
1Not Registered 50% 25% 0% 25% 10% 0% 0% 5.7% |
1EMPLOYER | N ! ! ! '
Federal 8% 65% 0% 0% 26% 0% 0% 11.4%
State 0% 100% 0% 0% 0% 0% 0% 1.4% 1
Local 0% 60% 20% 20% 0% 0% 0% 6.8%
1Private Co. 14% 153% 6% 8% 11% 5% 3% 64.1%
. Not in 8% 55% 0% 20% 17% 0% 0% 16.3%
workforce I |
OPINION 1
TAX PLAN |
Unsure 79% 21% 0% 0% 0% 0% 0% 11.1%
Some of Both 3% 60% 6% 11% 114% 4% 2% 88.9%
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Governor Knowles recently proposed to help close the State's budget gap by
beginning a state personal income tax, increasing alcohol taxes and starting a
Do you support or oppose this plan?

new tax for tourists.

Demographics

TOTAL

GENDER

1AGE
18-29 years
30-44 years
45-59 years
60+ years
REGISTERED AS
Democrat
Republican
. Non-partisan
Other
1Not Registered
| EMPLOYER
Federal
State
Local
Private Co.
Not in workforce
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Unsure

3%

0%
6%

3%
4%
2%
4%

5%
0%
3%
0%
120%

4%
0%
0%
4%
1%

Support | Oppose
i

28% 44%
26% 46%
31% 43%
21% 51%
31% 42%
26% 41%
32% 53%
41% 34%
24% 59%
26% 42%
43% 25%
10% 50%
32% 25%
63% 29%
36% 28%
21% 49%
37% 44%
JANUARY 22-

Some of Both | Base
1

24% 100%
1

28% 48.8%

21% 151.2%
[~ I

25% 9.2%

22% 33.1%

31% 42.7%

11% 14.9%

i

20% 16.3%

17% 24.0%

29% 50.0%

32% 5.8%

20% 13.9%
1

39% 7.3%
8% 4.8%

36% 5.2%

25% 59.3%
| 18% 23.4%
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The purpose of this packet is to provide information about the impact
and benefits of an adjustment to Alaska’s alcohol excise tax.
In addition to the cover sheet and the statement of purpose, it
includes:
Dime a Drink Coalition Statement
o Alcohol Tax Resolution
& Why Increase Alaska’'s Excise Tax on Alcohol?
« Alcohol Taxes: The Impact on Youth
* QOrganizations Supporting Increased Alcohol Excise Taxes
0 Alcohol Tax Websites
0 Alcohol Tax Support Polls
Ivan Moore Research
Hellanthal & Associates
Dittman Research Corp.
0 Economic Costs of Alcohol and Other Drug Abuse in Alaska, Phase Two -
McDowell Group: Executive Summary

® State & Local Publications supporting the Alcohol Excise Tax
* Akeela ExciseTax Brochure

Please feel free to duplicate and distribute these materials as
necessary.

While these views represent the foundation of the coalition, they are
but a synopsis of the most pertinent information and are in no way
meant to represent the entire opinion or position of the coalition or its
individual members.

Ifyou have questions concerning the coalition or these materials or
would like to offer your support to the efforts of the coalition, please
contact (in Anchorage)

Bill Herman at 269-7962, william herman@ mktd.revenue.state.ak.us
Or, Delisa Culpepper at 269-7965,

delisa culpeepper@ mhta.revenue.state.ak.us
Thank you. Together we can make a difference.


mailto:herman@mktd.revenue.state.ak.us
mailto:culpeepper@mhta.revenue.state.ak.us

DIME A DRINK COALITION STATEMENT

The Dime a Drink Coalition is a group of individuals and organizations statewide, which
strongly support, and are advocating for. a significant adjustment to the state aleohol
excise taxes, of at least 10 cents per drink.

A list of coalition member organizations is included in this packet. I[fyou would like
additional information, please contact (in Anchorage) Bill Merman at 269-7962,
william herman@mhta.rcvcinie.state.ak.us Or, Delisa Culpepper at 269-7965.
delisa eulpepper@mbhla.revenue.slate.ak.us or write dimeadrink'V/liotmail.com .

The Issue: Do the Math!

The State of Alaska is facing a budget deficit of S906 million in FY02 and over Sl billion
in FY03. At the same time, in year 2000. there was a cost of $453 million to Alaskans, to

address alcohol use and abuse.'

The current rate of tax on alcohol in Alaska is:

Can of Beer (12 0z.) 3.3 cents
Glass of Wine (5 o0z.) 3.5 cents
Shot of spirits (1 0z.) 4.4 cents

In 2000. 33$.284.324 drinks were consumed in Alaska and resulted in $12,655,546
dollars collected in tax revenues.1 This means that for every dollar (S1.00) in alcohol
taxes that is taken in, Alaska spends $35.79 to deal with aleohol abuse.

The annual cost of alcohol abuse: $453,000,000
Excise taxes collected under the current tax rate: $12.655.546
Divided by the number of drinks consumed annually: 335.254.324

The State of Alaska subsidizes the alcohol industry at the rate of S1.30
per drink!!

The alcohol industry needs to be a part of the solution, not the problem. The last
adjustment to the alcohol excise tax was in 1983 - over 18 years ago. Alcohol is a

The Answer: Raise Revenue, Protect Otir Children

In addressing alcohol problems, our legislators have largely ignored a policy measure that
could help reduce alcohol problems and provide revenues to offset some of the costs


mailto:herman@mhta.rcvcinie.state.ak.us
mailto:eulpepper@mhla.revenue.slate.ak.us

Alaskans can no longer afford to subsidize the alcohol industry. The citizens of this state
strongly support an adjustment in alcohol taxes - a recent statewide poll showed that 76%
favored an increase and 68% favored an increase of $.10 per drink.

The time is now for an adjustment to the tax on alcohol.. Under proposed legislation,
a 10 cent per drink adjustment in the excise tax will bring in approximately $33.3 million

to state confers.

And that’s not all'! Numerous studies indicate that increasing alcohol taxes is one
of the most effective means of saving young lives. Not only do these studies associate
increased taxes with a decrease in alcohol related traffic deaths and injuries, but increased
alcohol taxes have been shown to reduce the incidence of child abuse, domestic violence,
violence and property crimes - while improving high school success and college

graduation.NV
The Impact: Who drinks? Who pays?

While it is unclear to what degree, almost all analysts agree that a price increase will
reduce alcohol beverage sales. What is clear however is that an adjustment in Alaska’s
alcohol excise tax will have:

Zero impact on non-drinkers (about 30% of the adult population):

Minimal impact on moderate drinkers that consume between one and two drinks per day;
Maximum impact on 15- 20% of the population that consume 75 - 80% of the alcohol
sold in Alaska, and whose alcohol use and abuse has the greatest impact on health care,
criminal justice and emergency services.

The alcohol beverage industry claims that higher taxes deter drinking by moderate
consumers, but fail to discourage drinking by those that abuse alcohol. 1lowever.
research shows a link between increased alcohol taxes and reductions in liver cirrhosis
and drinking and driving crashes - indicating that heavier drinkers will be impacted as

well.'

Young people will he impacted the most. Younger people are generally more price
sensitive, so higher prices will help delay and reduce drinking within this group. A study
by the National Bureau of Economic Research found that even a modest lax increase on
beer would decrease drinking among young people as much as raising the legal drinking
age by one year.'l

The Opposition: Sensationalism and Smokescreens
Despite powerful arguments in favor of adjusting alcohol excise taxes, the alcohol

beverage industry has been successful in using sensationalism, smokescreens and lots of
monev to thwart these efforts.



The alcohol industry claims: Increasing alcohol excise taxes will destroy jobs throughout
the economy.

‘fhe truth: Industry estimates ofjob losses arc wildly exaggerated. Bureau of labor
statistics data indicate that between 1990 and 1992. the years before and after the last
federal beer rax increase, the number ofjobs in malt-heverage manufacturing and
wholesaling actually rose by 1,400 net positions. While retailing jobs went down by 400.
research suggests that these jobs shift to other sectors of the economy since money not
spent on alcohol shifts to other consumer purchases.™

fhe alcohol industry claims: The revenue raised by an increase in alcohol excise taxes
will be spent to increase the state's budget and can not be designated to treatment
programs.
The truth: Like many states, Alaska's alcohol excise taxes can not be earmarked
specifically for alcohol treatment programs. However, the funds generated through this
adjustment will be used to ease the burden of alcohol related costs associated with law
nforcemcnt, emergency medical services and healthcare, among others. And, the
citizens of Alaska can let their voices be heard and influence where these funds are spent!

'fhe alcohol industry claims: Increased alcohol taxes unfairly target one segment of the
population and alcohol taxes are already too high.

The truth:  Unlike food, clothing, housing, gasoline and fuel oil and other essentials.
Alcohol is a discretionary item, not a necessity. The relative eost of alcoholic beverages
and slate taxes have dramatically declined in the past 50 years. Even with a federal
increase in 1991, the average price of beer and wine has fallen by more that 25% relative
to the consumer price index. The influence of the alcohol industry creates an
environment that does not allow for steady increases over time to keep pace with inflation
and as a result, state taxes have declined dramatically in terms of real dollars, costing
states millions of dollars each year in potential revenue.

1Economic Cos ; of Alcohol and Other Drug Abuse in Alaska, Phase Two, McDowell Group, November

13,2001.

" Alaska Department of Revenue

Lllellanthal & Associates. 10/9- 10/17/01 Statewide Poll.

" For a comprehensive bibliography of alcohol tax research, please contact the Dime a Drink Coalition.
Chaloupka, Frank J. and Il. Wcschler Binge thinking in college: the impact ofprice, tivai/oi ility, and
alcohol control policies Contemporary Economic Policy 14(d): 112-124,1096,

Chaloupka, Frank J. Effects ofPrice on Alcohol Related Problems. Alcohol Health and Research
World (17)2:46-53.1993.

Chaloupka, Frank J.; Michael Grossman; and Ilurry Saffer. Effects ofPrice on Alcohol Consumption.
Alcohol and Research World (In Press).

Cook, Phillip J. and Michael J. Moore. Economic perspectives on reducing alcohol- related violence.
Violence and interpersonal violence: Fostering multidisciplinary perspectives Research Monograph

24.NIAAA, 1993, _ _ _ o _
Cook, Phillip J. and Michael J. Moore Environment and Persistence in Youthful Drinking Patients

NI3FR Research, 2000; To be published: Risky behavior among youths: An economic analysis.
Jonathon Gruber, Editor, The University of Chicago Press.

Grossman. Michael J.; Frank J. Chaloupka; Ilariv Saffer; and Adit l.aixuthai, Effects ofAlcohol Policy
on Youth: A Summary ofEconomic Research, Journal of Research on Adolescence 4(2):347-364.1994.



Grossman, Michael J.; Frank J. Chaloupka; and I. Sirtalan An empirical analysis ofalcohol addiction:
Resultsfrom monitoring thefuture panels Econ Inquiry 36(1)39-48.1998.
Harrison, P. and WJ. Kessler Alcohol Policy and Sexually Transmitted Disease Ratcs-United States,
1951-1995 JAMA, 283(23):3063-3064, 2000.
Manning, Willard G.; Linda Blumberg; and Lawrence H. Moulton The Demandfor Alcohol: The
Differential Response to Price Journal of Health Economies 14:123-148.1995.
V*Sce iv.
*1Coo v, Phillip J, and Michael J. Moore Environment and Persistence in Youthful Drinking Patterns
NBER Research, 2000; To be published: Risky behavior among youths: An economic analysis, Jonathon
Gruber. Editor, The University of Chicago Press.
The Center for Science in the Public Interest, Strategizer #37.
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Executive Summary

The Adwsor?/ Board on_Alcoholism and Drug Abuse, throurqh the Alaska
Department of Health and Social Services, contracted with McDowell"Group in April
2001 to conduct a two-phase study on the economic costs of alcohol and other drug
abyse in Alaska. Phase One of this study identified potential data sets needed t0
estimate the economic cost of alcohol and other drug abuse in Alaska. Phase Two
estimates the economic costs of alcohol and other drug abuse in Alaska. This report

IS the second phase of the two-phase study.

Alcohol and other d_rug abuse impacts the economg In-many ways. Public safely,
health care, and public assistance arc among the areas impacted bv alcohol and other
qrug abuse. The extent of these,lmé) cts is evident in the level of alcohol and other
arug dependency and its associated cost on the Alaska economy. According to a
1998 study, 9.7" percent of Alaska's population is alcohol dependent (41,000
residents), while 15 percent is other drug dependent (5,000 residents). The cost of
this dependence to the Alaska economy is estimated to be $614 million” during 1999,
Alcohol abusg costs accounted for $453 million (74%]. Other drug abuse costs were
estimated at $161 million (26%). Costs by category include:

»  $319 million from productivity losses.

$146 million from criminal justice and protective services,
+  $123 million from health care.

$21 million from traffic crashes.
»  $4 million from public assistance.

Percentage of Costs by Category
Related to Alcohol and Other Drug Abuse in Alaska, 1999

Public Assistance (194
Health Caro (294

Productly,
e e e

Traffic Crashes (34

Economic Costs of Alcohol and Otlioi Drug Abuso in Alaska, Phaso Two McDowell Group, Inc. *Pago 1



More detailed study results for each cost category are presented below. Some of the
economic henefits related to the manufacturing™and sale of alcohol are also included.

Productivity Losses

Lost produyctivity occurs when alcohol and other drug abuse results in premature
death, reduced “efficiency of workers through Physmal or mental impairment,
incarceration_for criminal offense, and inpatiént treatment or hospitalization. The
reduced efficiency of employees, or premature death of Alaska residents, results in
less production of goods and’services, and is thus a cost to society.

Alcohol and other drug abuse in Alaska cost an. estimated $319 million in lost
productivity' during 1999, Components of productivity losses and associated costs

include:

+ Premature death from alcohol and other drug abusg in Alaska resulted in an
estimated $172 million In lost productivity in"1999, The annual average number
of deaths from alcohol and other drug abuse between 1994 and 1998 was 224,

» Workers_impaired by alcohol and other drug abuse had an estimated reduced
productmt}/ In Alaska of $110 million during 1999. This includes $100 million m
alcohol-related impairment and $10 million in‘other drug-related impairment.

» Alaska c(?sts from. alc_oh?l and other _drug-related incarcerations totaled an
estimated $29 million in lost productivit urmg 1999, Durmg that period, 955
Inmate incarcerations were directly related’ to alcohol and other drug abuse.

Lost productivi% LIrom Alaska residentg recejving in%%ient treatment for alcohol

and other drug abuse cost an estimated $S million"in 1999,

Traffic Crashes

Alcohol and other drug abuse are a magor cause of traffic crashes in Alaska. There
were 1,055 traffic crashes Iin Alaska aftributed to alcohol and other drug abuse
during 1999. Of these crashes, 31 were fatal, 83 were major_injury crashes, 388 were
minor mgury crashes, and 556 had i?roRert% dama%e only. The eStimated costs from
these crashes were more than $21 million. Costs Included:

» $8 million for legal costs.

o §9 million for insurance administration costs.
$4 million for property damage costs.

»  $1 million for workplace costs.

,CoTts t()]y traffic accident category in 1999 were more than $21 million. These
included:

o §12 million from major injuries.

»  $4 million from fatalities.

o $ million from minor injuries.

» $1 million from property damage omy.

Economic Costs of Alcohol and Other Drug Abuso In Alaska, Phase Two McDowoll Group, Inc. *Pago 2



Criminal Justice

Alcohol and other drug abuse contribute to crime and child abuse, In 1999, an
estimated 17,100 arrests were aftributed to alcohol and other drug abuse. During this
same period, 32,360 Alaska residents were victims of alcohol and other drug abuse-
related crimes. Costs attriputed to crime-related alcohol and other d,ruq apuse in the
state were nearly $102 million during this period. Crime costs in 1999 inCluded:

o $61 million for law enforcement.
o $29 million for corrections.
» $11 million for legal costs and court adjudication.

» $1 million for properly damage.

Adult and child protective services attributed to alcohol and other drug abuse cost
an estimated $44 million in Alaska during 1999. These costs include foster care
services, adoption care services, residential care services, and social worker services.

Health Care

| lealth care costs attrigute% to alcohol and other drug abuse result from illnesses or
injuries. Alconol and other drug abuse can result in cirrhosis of the liver,
|

RS Aol a1 ot arog chise ttad an stmaed 125 milln i S000

Health care costs included:

Hospital costs from illnesses and injuries were estimated at $53 million, Alcohol
aBuse-reIate&i health caée cofts accounted for $48 million, while other drug
abuse-related costs were $o million.

Alcohol and %ther_d_rug residential and outpatient treatment costs were
approximately $15 million:

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

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

« Total health care costs for PAS hirths ranged from an ,est|mateg %21 million hased
on an Incidence rate of 14 for every 1,000 live births to $42 million tor an
Incidence rate of 2.5 for everg 1,000" live births. Using these incidence rates,
Alaska had an estimated range 0f FAS hirths of 14 to 28 in"1999,

» Medical care totaled $4 million for patients with other drug-related IilV _and HIV
with AIDS. ARPrommater 93 HIV'and H1Iv with AIDS cases were attributed to
Intravenous drug abuse.

+ Costs for medical treatment of hepatitis 5and C caused by intravenous drug
abuse was $5 million, Intravenous drug abuse contributed to°433 hepatitis ban
C cases in Alaska n 1999,

Economic Casts of Alcohol and Other Ding Atjuso in Alaska. Phuso Two McDowell Group, Inc. *Pago 3



Public Assistance and Social Services

A portion of Rublic assistance expenditures can be attributed to alcohol and other
dru_g abuse. Alcohol and other drug-_deB_e_ndent persons may %ual|f for public
assiStance because of reduced income; inability to hold a job, or disability caused by
substance abuse. C?.sts attributed to abuse (program administration costs only) were
an estimated $4 million in 1999,

Employment Impacts of Alcohol Sales

Although the focus of this study is centered on the cost of alcohol and other dru_%
abuse, “there are some economic henefits associated with the sale of alcoholi
beverages. These economic benefits include employment, income and tax revenues.
In 1999, there were approximately 3,000 [||obs in alcohol related industries in Alaska,
with earnings of apé)trommately 50 miflion. State excise tax revenue on alcoholic

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

Actual Costs

It is critical the reader reco?_mze that the alcohol and other drug-related costs
resented in this study are estimates'only. Actual costs_c?uld be 25 _%ercgnt higher
I lower than the total presented in this report. Very little un_derl>(| g cafa exists

regarding the monetary |mRact of alcohol and other dfug abuse in Afaska. There isa

cléar need for more comprenensive research.

For this report, the McDowell Groyp study team used national data to estimate
Alaska's alcohol and other drug abuse costs and then adjusted these costs for
Alaska's higher cost of living. The study team relied heaV|IY_ on a 1998 publication
from the National Institute on Drug Abuse and National Institute on Alcohol Abuse
and Alcoholism (_NIDA/NIAAAS), and a 1999 study for the Washington Slate
Department of Social and Health Services, Division of Alcohol and Substance Abuse.
As exhaustive ang thorough as these studies are they do not address Alaska's higher
alcohol rates or 1ts higher cost of providing services. Alaska's alcohol-dependent
Elopulanon is double the national average, accorqu to results of the Alaska Adult

ousehold Telephone SurvT_y copducted by the Gallup Orgamzatmn. In aaditjon,
cost-0f-lving Indicators published bv American Chamber of Commerce Researchers
Assouatloq ACCRAJ show Anchorage health care costs were 65 percent higher than
the national average during 1999,

In nearly all cases, Alaska specific data were not available on the amount of crime,
health and medjcal costs, lost production, and public assistance that can be
attributed to alcohol and other dru% abuse. Estlm(?tes relg on national norms ba%ed
on tested methodologies. National iorms_are based on a lower prevalence of alconol
abuse and gependerice than is the case in Alaska. Comprehensive development of

Alaska specifiC data is recommended.

Economic. Costs of Alcoholand Other Drug Abust) in Alaska, Plwso Two McDowell Group. Inc. *Pogo -



Summary

Economic Costs ol Alcohol and Otlinr Drug Abuse in Alaska, Phase Two

Diminished Production (344

Productivity Losses

Alcohol and other drug abuse cost Alaska an estimated S319 m|II|on in lost
productivity during 1999. Lost product|V|t?/ occurs when alcohol and other drug
abuse results in premature death reduced ef|C|enc¥ofworkers through physical or
mental impairment, incarceration for_criminal offense, and. reside ts réquiring
inpatient treatment or hospitalization. Overall, the reduced efficiency of employees
or premature death of Alaska residents results in less production” of goods and
services, and thus is a cost to society. Figure 1 illustrates the sources of lost

productivity in the Alaska economy.

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

Alcohol-Drug Treatment (39
Incarceration (%4

Mortality (4%

* Premature death from alcohol and other drug abuse in Alaska resulted in an
estimated S172 million in lost productivity in" 1999, Males accounted f $143
m|I||on in estlmated losses and females, $29 million. An average of 22 deaths

annuall attributed to alcohol and other drug abuse bétween 1994 and
1998. T tafnum%er of deatgt ?rom nil causes ?n Alaska?n 1998 was 2,579.

McDowell Group. Inc. *Pago 5



Alcohol and other drug abuse can imﬁ{)air worker performance resulting in lost
Produ_ctnuty. An estimated. 41,000 Alaska residents are alcohol dePendent,
esulting inreduced productivity of S100 million In 1999, Another 5,000 residents

were other drurq dependent resalting in $10 million in diminished pr,oductlvngz.

The. male popufation accounted for. the largest portion of lost productivity at $
million, w ﬁ estimates ?orproductlwty los3es fgr females werepSIS mﬁhor%./

Of the 342S Alaska residents incarcerated for criminal acts, an estimated 9S5
incarcerations can be attributed to alcohol and other drug abuse in 1999, Lost
Hrodu '[IVI'% w?s estimated at 529 million from incarceration of alcohol and other
rug dependent Inmates.

Time spent bv Alaska residents while receiving inpatient treatment for alcohol
?nd oth(fr drug abuse resulﬁed in ?8 million in"lost productivity in 1999, These
Igures do not Measure actual cost of treatment,



WHY INCREASE ALASKA'S EXCISE TAX ON ALCOHOL?

Approximately 70% of Alaskan adults consume alcohol, most with no health, legal or
social adversities. Yet too often, when people's judgment, coordination and memory are
affected by alcohol, innocent Alaskans suffer grievous bodily injury and death (just read
the Anchorage Daily News Alaska Section).

Alaska ranks near the very top of the nation in alcohol consumption, underage drinking
and alcohol abuse. The prevalence of alcohol dependence and alcohol abuse in Alaska is
about twice the national average - 7% nationally and nearly 14% for Alaska (Gallup
Corporation Telephone Survey for the State of Alaska Division of Alcoholism and Drug

Abuse).

Alcohol use is the sole cause of the only fully preventable birth defect, fetal alcohol
syndrome (FAS). FAS is the leading known cause of mental retardation. Alaska ranks
highest in incidence of FAS. Between 15 and 30 Alaska children are born each year with
this syndrome and approximately another 126 are born with serious alcohol-related birth
defects (State of Alaska. Department of Health & Social Services. Office of Fetal
Alcohol Syndrome, http://healih.hss.state.ak.us/fas'resources).

An analysis 029,408 reported cases of domestic violence cases in Anchorage between
1989 and 1998 showed that in 48% of the cases alcohol was identified as a factor
(Municipality of Anchorage Domestic Violence 10 Year Si,..iy 1989-1998.
http://www.nHtni.org/ieeimages.'llealthl Dvreport.txll).

An estimated 23.9% of Alaskan adults were reported as binge drinkers, engaged in acute
drinking - compared to a national average of 14.3% (Municipality of Anchorage. llealthy
Anchorage Indicators Project 1997.

hllpV/www.nniiii.orL/iceiiiKtues/l leallh I/reporl97,pdf).

Children in alcohol-abusing families were nearly 4 limes more likely to be maltreated.
They were 5 times almost 5 times more likely to be physically neglected and 10 times
more likely to be emotionally neglected than children in non-alcohol abusing families
(1997 National Clearinghouse on Child Abuse and Neglect, In Fact...Answers to
Frequently Asked Questions on Child Abuse and Neglect. May 1997).

In Alaska, a 1997 special audit of DFYS child abuse cases found 83% of these eases with
at least 6 reports within 2 years, were alcohol-related (1997. State of Alaska. Division of
Youth & Family Services [Special Audit of Repeat Cases).


http://healih.hss.state.ak.us/fas'resources
http://www.nHtni.org/ieeimages.'I
http://www.nniiii.orL/iceiiiKtues/l

S. The present state excise lax on alcohol, is only 3.3 cents on 12 ounces of beer: 3.5 cents
on a 5-ounce glass of wine; and 4.4 cents on 1-ounce of distilled spirits. Alaska's excise
tax on alcohol has not been increased since 1983. In fact, there has been only one
increase in the tax on alcohol in Alaska in the last 41 years; 1960 being the previous time
it was raised (State of Alaska, Department of Revenue. Tax Division.
http://lwww.tax.state.ak.us ).

9. Alcohol abuse presently costs the State of Alaska as a whole $453,000,000 annually. Yet
the existing alcohol excise tax contributes only a little over $12,000,000 to the General
Fund. The people of the State of Alaska arc subsidizing the alcohol industry at the rate of
$1.30 per drink (Economic Costs of alcohol and Other Drug Abuse in Alaska. Phase

Two, McDowell Group, November 2001).

10. Alaska is facing an impending budget deficit of 5 06 million in FY02. A 10 cent per
drink increase in the state excise tax on alcohol will bring in approximately $34,000,000
in additional revenue to the state; A 15 cent per drink increase will bring in
approximately $50,000,000 in additional revenue; and a 20 cent per drink would bring in
approximately $66,000,000 in additional revenue to the state (State of Alaska.
Department of Revenue.. http://lwww.tax.stntc.ak.us).


http://www.tax.state.ak.us
http://www.tax.stntc.ak.us

These Alaska organizations support an adjustment in the alcohol excise
tax by at least a dime a drink, and the list is growing!

Advisory Board on Alcoholism & Drug Abuse
AK Commission on Aging

AK Inter-tribal Council

AK Medical Association

AK Mental Health Association

AK Mental Health Board

AK Mental Health Trust

AK Mother’s Against Drunk Driving

AK Nurses Association

AK Parent Teachers Association

AK Psychiatric Institute Medical Staff

AK Public Health Association

Akeela Inc.

Alaska Native Brotherhood

Alaska Native Sisterhood

ARC of Anchorage Board of Directors
Atmautluak Traditional Council
Avenues/Wrangell Council on Alcoholism
Bristol Bay Area Mental Health Center
Community-based Action for a Safer Society
Concerned Clergy Coalition

Connecting Ties. Inc. of Valdez

Council on Alcohol Abuse & Public Safety
Fairbanks Native Association

Gastineau Human Services, Inc

Georgetown Tribal Council

Governor’s Council on Disabilities and Special Education
Juneau Medical Society

League of Women Voters of AK

Lime Village Traditional Council

National Association of Social Workers (NASW) Alaska Chapter
National Council on Alcoholism and Drug Dependence/Juneau Affiliate
Native Village of Mekoryuk

Native Village of Upper Kalsag Traditional Council
Newtok Traditional Council

Norton Sound Health Corporation

Organized Village of Kwethluk

Parents, Inc.

Scammon Bay Traditional Council

Seaview Community Services of Seward
Sleetmute Traditional Council

Southeast AK Regional Health Consortium
State of Alaska, Office of the Governor

KR-G Page | 2/10/02



Stebbins Community Association
Substance Abuse Directors Association of AK
Tanana Chiefs Conference

Valdez Counseling Center

KB-G I'ae0 2 2/19/02



Alcohol Tax Resolution

Whereas. The people of Alaska face an ever increasing shortfall of

revenue and that r(i: et e from alcohol excise tax is I|m|ted§12q; 1 flat fixed
rate A that the 0 aJeve Ue from this source is only @
a.l and at the costs of alcohol abuse are in excess of 40 0

m| |on

Whereas An alcohol excise tax adjustment is the most successful,
effective and proven method to delay the age of first use and reduce alcohol
consumption by youth, thereby reducing the motor vehicle crashes, teen
pregnancy, school failure and violence resulting from underage drinking;

Whereas Alaskans who do not drink will experience no financial impact
from the excise tax adjustment; Alaskans who drink moderately will experience
limited financial impact and Alaskans who drink heavily will more equitably bear
the heavy financial impact of alcohol-related costs borne by all Alaskans;

NOW THEREFORE BE IT RESOLVED:

THAT,

Respectfully requests that the Alaska legislature honor the overwhelming voter
support for a substantial adjustment in the alcohol excise tax and enact
legislation that will increase the alcohol excise tax by at least 10 Cents a drink.

Resolved:  this day of 2002.

O fficer:

Address:

City: , Alaska zip

Emaladdress:

Please endorse and return to:

Pk

Anchorage R 9509

[Please copy and circulate to any interested party]
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The Southwest Alaska Municipal Conference 2002 Policy Statement states, in part, as follows:

Revenue and Finance;
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Sincerely,

Ftie Diectr

The Southwest Alaska Municipal Conference is a regional membership organization that advances
the collective Interests of Southwest Alaska people, business and communities.
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|Fnil: SB 347 - "An Adt relating to ttion!)

Subject: [Fwd: SB 347 - "An Act relating to taxation"]
Date: Tint, 14 Mar 2002 08:55:33 -0900
From: Senator Dave Donley <Senator_Davc_Donley@legis.state.ak.us>

Organization: Alaska Stale Legislature
To: Mindy Rowland <Mindy_Rowland@Icgis.state.ak.us>

Subject: SB 347 - "An Act relating to taxation"
Date: Wed, 13 Mar 2002 21:52:03 -0900

From: "Michele Czajkowski' <michelec@gci.net>
To: <Scnator_Dave_Donley@legis.state.ak.us>, <Senalor_Pctc_Kelly@legis.state.ak.us>,

<Scnator_Loren_Leman@Icgis.state.ak.us>, <Senator_Lyda Grecn@Jegis.statc.ak.us>,
<Senator_Gary_Wilken@Iegis.state.ak.us>,
""Senator Lyman Hoffman™ <Scnalor_Lyman_Hoffman@Icgis.stale.ak.us>,
""Senator Donny Olson" <Scnalor_Donny_Olson@legis.state.ak.us>,
""Senator Jerry Ward" <Scnator_Jerry Ward@Ilegis.state.ak.us>.
""Senator Alan Austerman' <Senalor_Alan_Ausierman@Iegis.stale.ak.us>

Dear Mr. Chairmen and Members of the Senate Finance Committee,

l'am writing to ask you to support SIB 347, "an act relating to taxation." SB 347 recommends a very modest increase to an
alcohol tax that has not seen one penny of an increase since 1983. The level of taxation recommended in SB 347 is reasonable:
hard liquor to be taxed at $18.40 per gallon, wine to be taxed at $341 per gallon, and beer to be taxed at $1.42 per gallon. This
is the same level of taxation that was recommended in MB 225, the "dimc-a-drink" tax that was introduced during the last

legislative session.

We all pay the costs of alcohol abuse: in Anchorage alone, 55% of all motor vehicle crash fatalities, 100% of lire fatalities, 60
of lire injuries, 50% of assaults, 59% of all domestic violence, 55% of sexual assaults, and 48%- of all homicides are
alcohol-related (ref. MOA’s Healthi/ Anchora?e Indicators Report, 1998). Statewide, the annual cost of alcohol abuse in Alaska
is $246 million yet a mere $12.7 million is collected under Alaska’s current state alcohol tax.

It is time for the alcohol industry to share some of the burden. As | mentioned, there has been no increase in the alcohol lax
since 1983 | wish | could say that about my taxes!

Thank you for introducing this very important piece of legislation and for providing an opportunity for the public to comment.

Respectfully,

Michele Czajkowski
3930 East 60th Avenue
Anchorage, AK 99507
phone: 907-522-3479

lof I MI/AR2 856 AV
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ADVISORY §13347

We recommend:

That coalition participants fully support and encourage passage of the 10 cent per drink add-on to
the current flat fixed 1983 alcohol excise tax rates which is the principal component of this bill.
It matches the rate currently being considered by the House.

That coalition participants express appreciation and thanks to the Senate Finance
committee for their bi partisan support for that 10-cent add-on component.

Those participants fully support the concept of allowing municipalities the discretionary
authority to raise local revenue by taxing alcoholic beverage consumption. We suggest however
that this sales lax issue is much more complex. And the component which authorizes a
differential sales tax, would face what we believe would be insurmountable (and perhaps
justifiable) opposition from local Alaskan licensees.

It is our belief that tying the two very different issues together in the same legislation
greatly reduces the current opportunity for long overdue passage of a substantial, long overdue,
badly needed, effective and popular adjustment to the state alcohol excise tax rate.

That participants encourage the Senate Finance Committee to put the issue of local
municipal authorization into a separate piece of legislation which may be examined and

debated on it's own and unique merits.
That participants encourage the Senate and House to consider the somewhat unusual but

very efficient option of authorizing municipalities to collect revenue through the state of Alaska
excise.tax system which causes no economic hardship to local Alaskan licensees, rather that a

differential sales tax.

We suggest that participants reiterate thanks and support for both components of the bill That
you encourage the Senate to separate the state alcohol excise tax rate adjustment, and the much
more complex, politically sensitive, and controversial authorization fora differential sales tax for
municipalities component, into two separate and distinct bills. And, consider in depth the
advantages of allowing the municipalities to use the very effective and efficient alcohol excise
tax system. This is a very simple and effective solution but it is ail unusual method of revenue
generation, which is only applicable in a very limited number of situations.

CAAPS has detailed and extensive information on the excise tax authorization method of local
revenue generation and would be happy to share that information with any interested parties.

(Alaska utilizes a similar system of collection of local taxes by the state, for municipalities right
-C

now.)
. AN<?2'E£SoC,
Yhank youtt 69\13\/5\/\0— F.A
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IR SB 347]

Subject: [Fwd: SU 347]
Date: Thu, 14 Mar 2002 08:43:30 -0900
From: Senator Dave Donley <Senator_Davc_Donley@legis.state.ak.us>

Organization: Alaska State Legislature
To: Mindy Rowland <Mindy_Rowland@legis.state.ak.us>

Mindy-

Can you make these part of the SFC Record?
Thanks,

Sara

Subject: SB 347
Date: Thu, 14 Mar 2002 02:39:24
From: "Agnes Sweetsir" <amswecetsir@holmail.com>
To: Scnator_Dave_Donley @Icgis.state.ak.us, Senator_Pete Kcllcy@Icgis.state.ak.us

CC: Scnator_Georgianna_Lincoln@Icgis.state,ak.us

Dear Senators and the Senate Finance Committee: _
| understand yqu_are having hearing on SB347. | am sorry that | will be
unable to participate telephonically. | want to take this opportunity to
ask you to support SB347 at a dime a drink increase. | worked for almost.
two decades in child protection in this “~tate. | can tell _P/ou heartbreaking
storigs of the devastating effects. alcohol abuse has on children and

families and even more héartbreaking stories  of arents wanting help and
being unable to get it.. \We need more treatmentar.d aftercare. We are
experiencing a frn%htenlng trend Statewide - children (younger than teens!)
are _drlnkln(t; - not experimenting, dripking! We know from reSearch that
raising ccst decreases demand, especially”in  youth. | have talkedto
hundreds of people about this issue_and have run across no one that is
unwilling to pay an extra dime a _drink to deal with this issue.

appreciate and realize the daunting task you have to balance the budget. |
encourage you not to do that on the backs of the most vulnerable. en |
first, became employed, | was proud to pay my School and State Income Tax., |
amwilling to do that a_t_?a_ln; In fact, believe it should have never ceased.
People | talk to are willing to pay. _

With this, thank you sincerely for your service.

Sincerely,
Agnes Sweetsir

Box 8
Galena, AK 99741

Chat with friends online, try MSN Messenger: http://messenger.msn.coin

Y1AMR 844 AV
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20J North Nordic, Suites 204,205
P.0. BOX 1350, Petershurg, Alaska 99833
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Senate Finance Committee

Senator Dave Donley -Co-Chair, Senator Pete Kelly - Co-Chair, Senator Jerry Ward,
Senator Alan Auiterman, Senator Lyda Green, Senator Loren Leman,
Senator Gary Wllken, Senator Lyman Hoffman, Senator Donny Olien.

RE: SB 347

This is a letter to express my support for SB 347. | am the Director of an outpatient
substance abuse treatment program in the small community of Petershurg. SB 347 would
iist our community by allowing the municipality the opportunity to adjust the tax on
alcohol to reflect the community’s wishes. The City of Petersburg supports our program
with City monies. This bill would allow the municipality to make a “choice" as to the
amount of tax on alcohol, be it higher, lower, or equal to, other taxes In the community.

This concept has been discuised in Juneau for a few years, | have spoken to our city
officials concerning this concept o>tr the last couple of years and they have expressed the
oPmlon that any bill that gives tin-n greater control over taxation can only benefit this chy.
Please consider that southeast Alaska is facing great economic upheaval at this time.
Logging monies arc nonexistent, and fishing profits are lower every yaar. Our local
communities are Iosmg| citizens and local governments are losing fIsh taxes as well as
’oroperty taxes as people move from the region. This bill would allow them a *choice" in
etting the tax level on alcohol in their community. Choice is a good thing, and would allow
them to adjust taxation to reflect community needs and wishes.

| am sorry | cannot attend the meeting in person or by telephone. | can be reached it fhe
above numbers if you have any questions about Petershurg or my support of this bill.
Thank you for the opportunity to provide input on this issue.

Sincerely,

Larry King, EAC I, NCAC I, CCS
Program Director
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March 13, 2002

Senator Dave Donley, Chair
Senate Finance Committee
State Capitol

Juneau, AK 99811

Dear Senator Donley:

Thank you for the opportunity to comment on SB 347 to increase the wholesale tax on alcohol
and allow voters to increase local sales tax on alcohol. We support your efforts to provide a way
to raise revenue in order to combat the many negative effects of alcohol in Alaska. We also
believe that local voters should have the option to al'ow higher alcohol taxes in their communities
to help offset alcohol related expenses.

The Alaska Municipal League and the Alaska Conference of Mayors 2002 Policy Statement
adopted by the full membership in November 2001 stilus;

Pan | Revenue and Finance:
State Alcoholic Beverage Wholesale Tax: The League’s position is that if the State

increases the wholesale tax on alcohol, the increase shall be shared equitably with
municipalities for programs that mitigate the impacts of alcohol consumption based on the
proportion of local vs. state expenditures for public safety and alcohol treatment.

Tax Levying Authority: ... The League supports legislation to remove the prohibition in
AS 4.21.010. c. that prevents local voters from approving a special tax on alcohol.

Pan Ill. Local Governmentand Public Services:

Alcohol Issues: The League supports an increase in the alcohol tax at the wholesale level
to help fund the inherent cost to the public of alcohol abuse, and the League supports that
the resulting tax increase be returned to communities.

We appreciate your willingness to tackle the tough issues facing our state. While introducing new

taxes is always difficult, the alternative of spending the entire savings account will be even worse
for our citizens. Jfwe can assist you further, please let me know.

Kevin Ritchie
Executive Director

Member of the National League of Cities and the National Association of Counties
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Subject: re: SB347 - thank you!
ale: Wed, 13 Mar 2002 21:54:56 -0900
From: "Michele Czajkowski™ <michelec@gci.net>
To: <Senator_Davc_Donley@legis.state.ak.us>

Dear Senator Donley,

Thank you lor sponsoring SB347. 1will be unable to testily during tomorrow's bearing, but 1did e-mail my comments to you

and the other members of the Senate Finance Committee.

Respectfully,

Michele Czajkowski

/4/2 8% AM
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March 14, 2002

TO: All members of Senate Finance Committee
RE: Senate Bill 347

PLEASE SUPPORT THIS BILL. THIS IS A FAIR, STRAIGHT-FORWARD TAX.
DRUG ABUSE IS OUR NUMBER 1 SOCIAL PROBLEM. LET THE USERS
CONTRIBUTE TOWARD REDUCING IT.

Dixie Landenburger
Box 274
Seward, AK 99664



Note Re: Municipal options for Alcohol Tax. 3~ 7

The City of Galena is a progressive community that wants to got things done.
They are know for finding ways to solve problems locally if possible.

In 1996, there was no local police department here. There were two troopers
who covered so much territory that they were seldom in town and had no patrol
time.

The City Council decided to hire a secretary for them in the hopes that they
would then find some time to patrol locally. We oaid for the position for one year
but still did not get any local patrolling done by the Troopers.

So we hired our own policeman. Finding the funds is difficult. This is particularly
true since over the past ten years our share of State revenues has decreased
dramatically.

We still have an Ordinance on our Books to charge additional sales taxes for the
sale of Alcohol. But we can not enforce it. We are not asking for the State to
"give us a grant" for police services. Or to place more Troopers here. We are
only asking the we be allowed to determine locally what is a fair tax on the sale of

this commodity.
We don’t expect the state to fix’ our problem. We hope you won'’t prevent us

from finding our own solution.

Marvin Yoder
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Subject: alcohol (ax - municipal prohibition
Date: Fri. 15 Mar 2002 17:10:47 +0000
From: "loin morphat" <tommorphet@hotmail.com>
'I'o: Senator_Davc_Donlcy@Icgis.state.ak.us

Sen. Donley:

| was excited and surprised to hear on the news today that your version
of the state alcohol tax includes removing the prohibition on municipal
alcohol taxes. _

In Haines, where I've lived for 15 years, we pay a 1 percent general
SALES TAX to provide ambulance service, although many, if not most,
ambulance calls are for alcohol-related incidents. | was Iooklnq into .
%ettlng this tax shifted onto alcohol in Haines last year when 1 ran into
he state's prohibition on municipal_ alcohol taxes. _ _

_ .1 was further disappointed to find out that Rep. Murkowski's House bill
originally included allowing municipal alcohol taxes, but that this section
was d,ropge from her bill early on.” (I think it -"as during her bill's first
committee. hearing,) . _ _

Obviously, cities should be able to impose their own taxes on alcohol,
esgemally in"rural Alaska where alcohol is a big portion of retail sales
and also a huge cost, economically and socially,” to communities,

_ Also, at”a time when municipalities are crying for money, it's
important that the Legislature not_handcuff them ffom raising money to pay
for their needs, at they see fit. The prohibition on municipal liquor tuxes
\S/v&ghbad policy, bad leadership and bad law, and it should be exposed as

| would gladly testify on this matter as a concerned citizen. | might
be able to reCruit” the former City of Haines Mayor, who IS a retired state

trooper, to testify on it as well
Thank you for time.
Sincerely,

Tom Morphet
(907)463-1256

Get your FREE download of MSN Explorer at http://explorer.msn.com/Intl.asp.

YR X23A
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Subject: Flv: SB 377
Date: Thu, 14 Mar 2002 10:52:27 -0900
From: "Leigh Carrigan" <camgan@gci.net>
To: <Senator_Dnvc_Donley@iegi.s.state.ak.us>

Ju@

To: Senator Donley and the Finance Committee,

Please vote for SB 347. Its the right thing to do. 1know the money goes into the general fund. We need new
rewable sources of revenue to go into the general fund. We have depended on the oil industry far too long to carry
the load. They just announced they are no longer contributing to political campaigns. They are talking about pulling
out of Alaska. The state makes it difficult to do business here, they have other fields producing at higher margins in a

less restrictive business atmosphere.

On the other hand the alcohol industry is marginally taxed on the resource they use, which is our people. They make
a huge profit selling their product, cause an incredible amount of destruction, take their profits outside, do not
reinvest in the community, nor do they mitigate the damages. The tax payers are paying for the damages and | for

one am fired of it.

In Anchorage 68% of our property taxes go for public safety. Fire, Police and emergency responders. Last time |
checked with Walt Monegan 78% of police calls are alcohol related. You all are talking about cutting money from
budget of departments that contribute to our quality of life. When Ihear that the park service is projecting closing
parks and the city of Anchorage couldn't afford to pay a life guard for Jewel Lake last summer Iget upset. Not to
mention Denali Kid Care and Mental Health reductions. Now we are talking about the health and safely and our

children.

It is morally wrong to allow an industry to profit off the residents In our state and not expect them to contribute. We
elected you to make decisions for us on our behalf. You are the finance guys, compute this: Compare Phillips
or BP with the largest wholesalers. Where are the legislators demanding compensation for the alcohol industry's
use of the resource? Where is the 6 million dollar corporate funding program that supports the non-pro’ils who treat
the addicted, comfort the grieving DUI survivors, support the mentally ill and provide services for our FAS and FAE
habies? That doesn't even foot the bill. Lifetime services foran FAS child costs the state 1.3 million dollars. Forty
five women could go through the most expensive treatment program for that cost. Where are the industry
watchdogs that police the industry so the resource does not get destroyed? The Exxon Oil Spill (alcohol related)
cost how much to clean up? Yet we are experiencing in our state a disaster far greater than the oil spill. The highest
rates of FAS/FAE and suicide in the nation, just to mention a few. BP, Phillips, taxpayers, everyone else is stepping
up to the plate to address these problems caused by an industry that just takes the cash and runs for the

border. Can we get some equity here? Iget the feeling income tax is around the corner. lam ok with that....as long

as everyone and every industry pays their fair share.

Alcohol is legal. People are going to drink it. Itsa renewable source of income for the state of Alaska. Its

irres, '"hie to ignore that. We are watching you. Are you the strong leaders we need to guide us into the future?
People uo what you expect them too. We need you to expect the alcohol industry to be good corporate citizens.
With the oil industry packing their bags we cannot afford to let them slide any longer. Please pass the alcohol tax,

SB347, its time.

Leigh Carrigan

Mother of six children
registered voter

25 year resident of Alaska
PO Box 220684
Anchorage, Alaska 99502
277-4771
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Subject: SB347
Date: Thu, 14 Mar 2002 16:00:15 -0900
From: "Allen Bailey" <allcii@lawofTiceamb.com>
To: <Senator_Dave_Doniey@legis.stale.ak.us>
CC: "Howard Fletcher Seaman" <catalyst@alaska.com>

Dear Dave,

As a former prosecutor who is quite aware of the cost to our community of alcohol abus 3,1strongly support the
enactment of SB347, providing for significant increases in taxation of alcoholic beverages on ooth state and local
levels. As you may already know, | am working with the Coalition on Alcohol Abuse and Public Safety (CAAPS) and

the Dimes a Drink Coalition on this issue.

One suggestion | have, however, is that your committee change the means of taxation from a sales tax to an
excise tax. That would, on both state and local levels, permit the tax to be indexed to beverage price increases and
would be a more efficient means of collecting the tax, Itwould also avoid the difficulties a sales tax would present to
(lie Alaska business people who are licensed to sell alcoholic beverages.

Allen M. Bailey
310 K Street, Ste. 400
Anchorage.

/202 S17 AV
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ADVISORY SB 347

We recommend:

That coalition participants fully support and encourage passage of the 10 cent per drink add-on to
the current flat fixed 1983 alcohol excise tax rates which is the principal component of this bill.
It matches the rate currently being considered by the House.

That coalition participants express appreciation and thanks to the Senate Finance
committee for their bi partisan support for that 10-cent add-on component.

Those participants fully support the concept of allowing municipalities the discretionary
authority to raise local revenue by taxing alcoholic beverage consumption. We suggest however
that this sales tax issue is much more complex. And the component which authorizes a
differential sales tax, would face what we believe would be insurmountable (and perhaps
justifiable) opposition from local Alaskan licensees.

It is our belief that tying the two very different issues together in the same legislation
greatly reduces the current opportunity for long overdue passage of a substantial, long overdue,
badly needed, effective and popular adjustment to the state alcohol excise tax rate.

That participants encourage the Senate Finance Committee to put the issue of local
municipal authorization into a separate piece of legislation which may be examined and

debated on it’s own and unique merits.
That participants encourage the Senate and House to consider the somewhat unusual but

very efficient option of authorizing municipalities to collect revenue through the state of Alaska
excise.tax system which causes no economic hardship to local Alaskan licensees, rather that a

differential sales tax.

We suggest that participants reiterate thanks and support for both components of the bill That
you encourage the Senate to separate the state alcohol excise tax rate adjustment, and the much
more complex, politically sensitive, and controversial authorization for a differential sales tax for
municipalities component, into two separate and distinct bills. And, consider in depth the
advantages of allowing the municipalities to use the very effective and efficient alcohol excise
tax system. This is a very simple and effective solution but it is an unusual method of revenue
generation, which is only applicable ina very limited number of situations.

CAAPS has detailed and extensive information on the excise tax authorization method of local

revenue generation and would be happy to share that information with any interested panics.
(Alaska utilizes a similar system of collection of local taxes by the state, for municipalities right

now.)

Thank you!

'yjioAe.rdthtfi (\tcohot a6hm ahA vtoUncc. tAronftx pnH)c pot'tcy }>tfiomxAtio>t o]
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Alaska CH ARR 111 East8hAve, #3 Anchorage, AK 99518

March 14, 2002

Senator Dave Donley
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

Re: SB 347 - Alcohol Tax

Dear Senator Donley:

As the chairman of Alaska CHARR (Cabaret, Hotel, Restaurant & Retailers Association),
| convey our trade organization’s opposition to Senate Bill 346, currently before the

Senate Finance Committee.

The hospitality industry has shown its solidarity in requesting a comprehensive fiscal
plan to be formulated prior to any targeted taxation on specific industries within the state.
Since Alaskans already pay one of the highest taxes for alcohol in the nation, and our
state constitution prohibits placing tax revenues into a designated fund, an alcohol tax on
our industry will burden responsible consumers and have little affect or impact, if any, on
curbing alcohol abuse in the state.

I’m sure you are aware of the enormous size of the hospitality industry in Alaska, with
over 3,000 employees and revenues exceeding $50 million. The state annually collects
S12 million in revenue from the existing excise tax on alcohol beverages and another $25
million is generated from other local, state and federal fees and taxes on alcohol.

To now suggest that this tax is fair and ripe for installment because of our looming $1.1
billion deficit in the state budget is short-sighted. On the contrary, it is the antithesis to a
pro-business mentality and will no doubt cause a confiagration of chip-away taxation that
will not address the problem in its entirety. Furthermore, the budget benefit of a targeted
tax is outweighed by inequity and unfairness to our industry and responsible paeons.

Alaska CHARR implores you to delay passage of this bill and amalgamate the intent into
a broader, comprehensive fiscal plan that covers all industries and services uniformly.
Ultimately, Alaskans desire efficient government at a reasonable cost. SB 347 will not

accomplish this end.
Resmwifully, j*

Don Skcwis, Chairman
Alaska CHARR



17345 Glacier Hwy
Juneau, AK 99801
March 14, 2002

To: Members ofthe Senate Finance Committee

Re: SB347/long range fiscal plan

| urge you to pass this bill at no less than 10 cents/drink. It will be one more

Arrow in the quiver for use in reducing the cost to the state of the problems

Caused by excessive use of alcohol. It will not be a burden to moderate drinkers.

An increase in cost is a deterrent to many underage drinkers and even to certain overage
Drinkers.

Furthermore, | encourage you to come up with a viable long range fiscal plan so

That we do not have these emergency periods every year leading to ill considered

Cuts, uncertainty of personnel and difficulties in retention of skilled workers.

| am well aware that your job is a tough one-but here is my two cents.

Sincerely,

Anne E.. Kinter

Cc: Reps. Hudson, Kcrttula, Murkowski, Rokeburg, Sen..El,rm
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Purposive changes in alcohol policy do not only affect

moderate or non-dependent drinkers:
alcoholpolicy changes often especially affect

problematic drinkers

Some examples of differential effects of dramatic alcohol
policy changes:

Country, date, change in change in alcohol problem indicators
policy change total _

consumption jndicator change in
Denmark. 1917: -16% cases of DTs (Delirium -93%
huge increase in Tremens)
spirits taxes, some
increase in beer chronic alcoholism deaths -83%
taxes
Sweden. 1955: 25% cases of DTs 438%
abolition of
motbok (alcohol
rationing)
Finland. 1969: 46% deaths from alcohol- 58%
beer into grocery specific causes
stores
Russia. 1985-88: -34%* deaths from alcohol- -54%*
less availability in specific causes
anti-alcohol
campaign

comparison 1987 vs. 1984. Change in total consumption includes
estimated change in unrecorded consumption.

Sources: Denmark: Bruun et al., 1975
Sweden: Norstrom, 1987
Finland: Osterbcrg, 1979; Tryggvesson et al., forthcoming
Russia: Shkolnikov & Nemtsov, 1997; Leon et al., 1997
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Testimony SB347/HB225

To:  Semite Finance Committee
CC:  Sara Wright, secretary
From: lid O'Neill /Brown Jug, Inc.
Date:  U3/15/02

Re:  WORKING TOGBTHF.R

Brief summary of an Alaskan small business

Started in the Alaska nlcohol industry in 1937 as a family business.

ﬁgvyag%iendt national retailer of the yeur 1967, beverage retails category; with community involvement, a
Brought the beverage-training course (TAM) to Alaska, pushed it along until it became stalo law.
Shared and implemented original law limiting beverage alcohol to the bush.

Clctiled a way of empowering all Anchorage licensees to assess a$ 1,000 civil penally on minors
entering a beverage alcohol establishment; now state law.

Spearheaded ARBR A Group “Anchora%e Responsible Beverage Retailers Association” which funds
6,00%+te%ch el%r/%{ beverage related trash pick-up, managed by Brown Jug. Please note attached
memo date

Points for consideration after noting Tax Free "Beverage of Choice" mentioned in ARBRA
memo. (I .ots of physical evidence and photo’s to prove horrific severity of issue)

J)  Cost of social problems and management of wishful solutions is way up,

2)  Consumption of "Legal" alcohol heverage use has leveled in comparison.

rsgte y 6}/\\llglrnting to simrc with beverage industry solutions or potential solutions to manage problem is

4)  The industry isand will always be Penerous with material as well as management skill: and
solutions that Include accountability for all concerned. (Charging for CSC pick-ups etc. fc.).

5) Workmq together fur a constructive plan comes first. This tax issue as concocted now is u
waste of valuable lime.

6)  People are close to death or dying with empty mouthwash bottles all around them and nothing
is being done to control access to a product that has a higher alcohol proof lliun wine and heer. Willi
all the money being spent on administrative expenses, why aren’t some of these administrators going
out on the sheet untl doing one on one intervention. Then we might nciually see some good being
done with the money limlis spent.

1have been blunt, with may offend some, hut | am tired of tho second class treatment this industry
receives after putting forth a lot of effort.

The problem is purely social one we should all be working on together,

Singlin? out one industry isa ht/.y excuse; gmher then constructive creative dialog we must nil share
for intelligent responsible ideas nnd solutions.
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AKKRA

ANCHORAGE RESPONSIBLE BEVERAGE RETAILERS ASSOCIATION

Mgjhljits.
Memorandum

ooner . Dater 12/19/01
poun0e, e, 10 ARBRA Members and Associates
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Alaska State Chamber of Commerce

Position 2002 - 4

Opposing an Increase in Alaska’s Alcohol Excise Tax

The Ah; ka State Chamber of Commerce opposes an increase in the Alaska Aleohol Excise ‘fax
until a comprehensive solution to the State's fiscal problems is adopted by the legislature.

Rationale:
The Alaska State Chamber h. ;always advocated for responsible fiscal policy at the state level.

At the same time, our state continues to have a serious and growing fiscal problem. All
businesses and economic sectors can play a part in the overall solution, but arbitrarily singling
out individual sectors of the economy for tax increases without first addressing the underlying
Issues necessary to balance the state's budget is poor public policy.

Beverage alcohol is already the most heavily taxed consumer product in the United States and
Alaskans currently pay some of the highest beverage alcohol taxes in the nation. Current
legislative efforts to increase excise taxes on alcohol products by more than three hundred
percent (300%) are unreasonable and will do nothing to cure the stale's alcohol problems. While
Alaska's alcohol problems deserve attention, it is an issue best addressed in a comprehensive

manner, not just through tax increases.

Alaska’s constitution prohibits revenues from being dedicated fora specific purpose. That means
that higher alcohol taxes will go into the genc al fund where they can be spent on unrelated
items. One has only to look at how the state is spending the tobacco settlement money to know
that it is going for government operations, not smoking prevention, as intended.

The Alaska Stale Chamber is concerned that lax increase proposals will seriously jeopardize the
future of many small businesses, which play a vital role in our state's economy. Both nationally
and locally, the hospitality industry is reeling from the current economic slow down as fewer

Americans travel, dine out or entertain outside the home.

ADOPTED
November 1 2001

BY BY

Pamela La Bolle 1lelvi Sandvik
President Chair



The label “10 cents per drink” is a deception by proponents of an alcohol tax
increase, because it implies the cost ofa drink for the consumer’s purchase would
only increase b_adime. This ignores the sales process that takes place between
the imposition of the alcohol tax upon entering the state and the products final
destination to an Alaska Consumer. Such unrealistic logic would imply that a ten
dollar increase in the cost ofa ton ofiron ore would only raise the cost ofa new

car by ten or twenty dollars.

Like the many business costs that impact the price ofa car, from raw ore to the
showroom floor, there are many costs that determine the price of a drink.

The state controls the sale of alcohol beverages to the public in two legal modes,
offpremise (retail liquor stores) and on premise (restaurants, bars, and clubs).
These businesses operate from the profits produced in the “mark-up” of beverage
alcohol that they purchase and sell. The distributors that would first see the
alcohol tax also operate on a mark-up. As ageneral marketing principal, all
business operates this wry. Government is the only business that is not required
to generate a profit in order to continue its existence. Various mark-up
percentages are involycd by each different business that buys or sells the newly

taxed alcohol. Before the consumer has a sip!!

Twenty percent pour cost

State law requires that a “drink” be sold for consumption in licensed, on premise
business. How does the new tax increase affect the cost to consumers in bars and
restaurants? After the distributor bumps that dime up ten or fifteen percent, the
on premise business must try to average a twenty percent pour cost. This means .
they must charge five times the cost of the alcohol in establishing the sale price or
the drink. “A HUGE MARK?”, you cry? What business are you in? Retail
furniture has higher mark-ups. What do you suppose the mark-up is on those
crafts and trinkets that the tourists buy? What does it take to keep your business
profitable? The bar business is very expensive to get into, very labor intensive to
operate, and requires large space and promotion cost. To support all this cost and

expense, the owner relies only on mu drink sales dollar.

15% fixed cost

Drink Sales Dollar
ono/ at AAn|



From the 15% gross profit, the bar owner must pay other operating expenses like
taxes and insurance, advertising and promotions, improvements and replacements,
and debt service. A successful business might return 2%-5% net profit from 20%

average pour cost on alcohol beverage sales.

Ifall alcohol beverages could be purchased at the same cost and marketed with
the same 20% pour cost at sale, the “ten cent drink tax” would be fifty or sixty
cents added to the bar customers drink. Unfortunately, the many types and prices
of alcohol beverages further complicate the sales price. In order to average 20%
and maintain competitive and marketable products; the bar must put a much lower
mark-up on expensive, “top shelf’items, in order make them sell.

The less expensive “well drinks”, draft beer and other items must have a higher
mark-up to provide the profit percentage that will bring average pour cost in al
around 20%. The “ten cent drink tax” will raise the cost of these items to the bar
owner by the highest percentage, because it is set by volume. The sixty dollar
case of generic vodka now costs the bar ninety dollars. A fifty percent increase in
the cost of the most high volume, high profit item the bar sells. A thirty dollar
increased cost in the four hundred dollar case of scotch doesn’t impact quite as

greatly.

When the on premise business owner examines his sale dynamics after the “ten
cent drink tax” lakes effect, he will find that he must raise his drink prices $1.00
to $1.50 to keep his business profitable. How will this 25%-30% consumer cost
increase affect sales in a business that has seen steady declines for ten years?
When our summer visitors come,how will our prices compare to their hometown
down south? Thi tax will have drastic impacts on our tourist and hospitality

markets.



[Pvd; Qijection to Alcohal Tax Hllj

Subject: [Fwd: Objection to Alcohol Tax Hill]
Date: Thu, 14 Mar 2002 08:54:54 -0900
From: Senator Dave Donley <Scnator_Dave Donley@Ilegis.slale.ak.us>

Organization: Alaska Slate Legislature
To: Mindy Rowland <Mindy_Rowland@Iegis.statc.ak.us>

Subject: Objection to Alcohol Tax Bill
Date: Wed, 13 Mar 2002 15:48:58 -0900
From: "Lowell Shinn" <Ishinn@brownjug.alaska.net>
To: "Alan Austcrman (E-mail)™ <Senalor_Alan_Austennan@legis.state.ak.us>,

"Dave Donley (E-mail)" <Senator_Dave_Donley@ legis.state.ak.us>,
"Donny Olson (E-mail)"* <Scnator_Donny_Olson@legis.stale.ak.us>,
"Gary Wilken (E-mail)" <Senalor_Gary_Wilken@legis.statc.ak.us>,
"Jerry Ward (E-mail)" <Scnator_Jerry Ward@Icgis.stalc.ak.us>,
"Loren Leman (E-mail)" <Scnaior_Lorcn_Leman@legis.statc.ak.us>,
"Lyda Green (E-mail)™ <Scnator_Lyda Green@Icgis.state.ak.us>,
"Lyman Hoffman (E-mail)"* <Scnator_Lyman_Hoffman@Icgis.stale.ak.us>,
"Pete Kelly (E-mail)" <Scnator_Petc_Kelly@Iegis.state.ak.us>

Dear Senator,

| object to the proposed excise tax increase and the additional SB 347
provision f£uthorizing product specific sales taxation by municipalities.

A 300% increase in an;/ tax is not fair or reasonable. Could any of your
businesses stand this”

Increasir% beer taxes to 591% of the national average, wine taxes to
460% of the national average and liquor taxes to 508% of the national
average, is not reasonable.

should Alaskans have to pay five to six times more in alcohol tax
than the rest of the country”

On top of the state taxes, the SB 347 opens the flood ?ate t . Dre
municipal taxes on a_already heavily taxed product. |If you aj_e ?omg to
allow product specific sales taxes on alcohol, then why not fat foods
too? VJhere does the government stop trying to legislate morality?

Please vote against SB 347.
Lowell Shinn

President
Brown Jug, Inc.

lof | L1AP 85 AVI
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Subject: [Fwd: SB 447]
Date: Thu, 14 Mar 2002 08:54:20 -0900
From: Senator Pave Donley <Senator Dave Donlcy@Icgis.stale.ak.us>

Organization: Alaska S.ale Legislature
To: Mindy Rowland <Mindy_Rowland@Icgis.stale.ak.us>

| imagine there will be a couple more of these.
Thanks,
Sara

Subject: SB 447
Date: Wed, 13 Mar 2002 18:19:42 -0S00
From: Joel Kadarauch <jkadarauch@Odomcorp.com>

To: ""Senator_Davc_Donley@legis.statc.ak.us™ <Scnator_Davc_Donley@legis.statc.ak.us>

Dear Senator Don]e){, _ i : :
| appreciate the complexity and difficulty of the fiscal dilemma

currently facing the Alaska legisldture. A 300% excise tax increase and .
accompanying provision to allow unlimited municipal sales taxes or alcoholic
beverages aS provided in SB 347 however is, in my opinion, beyond a

reasonable component of any solution. . = .
| truly believe that the Hospitality industry feels the need to be

constructively” involved in a compx'ehensive Tiscal solution. Every Alaskan
should. However, the incremental revenue produced by this bill would; 1
provide next to nothing in relation to the overall billion dollar (t;ap, 2) do
nothing to directly address the societal problems associated with the abuse
of alcohol, and, most surel}g_produce disastrous effects felt by all

IS

businesses and pegple within t industry.
Further, from my point of view of an "average" consumer, the $13.99

case of Miller Lite beef ought at Safewa%/_ has_the distinct likelihood of
becoming a $25 purchase. Similarly resul m_g increases on wine and spirits
are even more '"dramatic”, and paint a far different picture than the
seerr&!?_gly énnocuous "10 cents a drink" sound-byte with which we've all been
conditioned, _ _ _ _

_ Alaska's fiscal predicament- needs a solution which althoygh perhaps
painful to all, is equitable to all, as well. A three-fold tax increase on
a_single and already h|ﬁh|¥-taxe_d industry would certainly be onerous, . even
If constructive. And the Tact is that it” promises absolutely no solution at

all
Sincerely,
Joel Kadarauch

Qdom Compan¥ &
Coca Cola of Alaska

Joel Kadarauch
J kadarauch@odomcorp. com

Y142 85 AVI
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