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Name of State
Vermont

Virginia

Washington

West Virginia

ALASKA DMA:

MEDICAID PROGRAM CASE MASAGEMEST

Comments

1115 waiver approved, The

Vermont Health Access Plan,
proposes to implement
mandatory HMO enrollment. It
will also expand coverage to
150% of poverty; HCFA
approved the waiver 7/95

e State legislature has approved
plan to expand coverage,
effective 1/96; funding will be
gained through cigarette tax
revenues

e There are three managed care
programs: Medallion I, a
PCCM, started in 1992,
Options, the state’s voluntary
HMO; and Medallion I, the
state's mandatory HMO.
Medallion 1l is scheduled to go
into effect 1/9%6

»  Will begin to offer HMO option
in the Norfolk area 1/96 and will
implement in other urban areas
every six months (Northern VA.
Richmond, Roanoke)

e PCCM program was expanded
to cover elderly, blind and
disabled recipients in July, 1995

» 1902 (b) waiver approved

e Has aPCCM program

e Mandatory enrollment in
managed care is required for
AFDC and AFDC-related

e 1902 (b) waiver approved

e Has a statewide PCCM program

e In the planning stages and wants
tc offer an HMO option,
probably one year away

1902 (b) wai ver approved

Contact Person(s)
Paul Willis
802-828-2900

Thomas McGraw
804-371-6400

Joan Bentz, Acting
Director. Office of
Managed Care
206-586-2583

Sharon Carte
304-926-1717



Name of State
Wisconsin

Wyoming

ALASKA DMA:

Comments

Has both HMO and PCCM
programs

HMOs are present in only 5 of
the 72 counties; HMO
enrollment is mandatory in these
counties for AFDC recipients

PCCM program is available in 7
counties

Will release an RFP for
statewide expansion in
December 1995

Plan to implement managed care
in stages

1902 (b) waiver approved

No managed care programs in
operation

Hoping to offer both aPCCM
and HMO option

MEDICAID PROGRAM CASE MAS"AGEMEXT

Contact Person(s)
Ruth Belshaw,
Managed Care Unit
Supervisor
608-266-1935

Mary Durkin
608-267-7927

Kenneth C. Kamis,
Administrator, Division
of Health Care
Financing
307-777-7531
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ALISm DMA: MEDICAID PROGRAM CASE MASAGEMEST

Glossary of Abbreviations

Abbreviation

1115 Waiver

1915 (b) Waiver

AFDC

BC/BS

Carolina Access

Case Managed Fee-for-Service

Community Health Aide

DMA

DSHP

in the Text

M eaning

A research and demonstration waiver
granted by the Health Care Financing
Administration

A waiver granted by the Health Care
Financing Administration aka Freedom
of Choice Waiver

Aid to Families with Dependent
Children

Blue Cross Blue Shield

North Carolina®s primary care case
management program

A health plan which requires prior
authorization of most services not
rendered by the primary care provider.
The primary care provider is usually
paid on a fee-for-service basis. Also
known as enhanced fee-for-service or
managed fee-for-service.

A person living in a remote Alaskan
village who has been appointed to
oversee health care activities and
provide services within a specified
framework.

Division of Medical Assistance

Diamond State Health Plan, Delaware"s
1115 waiver program



Enhanv ed Fee-for-Service

EPSDT

FFS or ffs
FQHC

GA

GBHC

HCFA

Healthv Connections

HEDIS

H30
HMO
1HS

KenPac

Lock-1In

ALASKA DMA: MEDICAID PROGRAM CASE MASAGEMEST

A health plan which requires prior
authorization of most services not
rendered by the primary care provider.
The primary care provider is usually
paid on a fee-for-service basis. Also
known as case managed fee-for-service
or managed fee-for-service.

Early Periodic Screening, Diagnosis
and Treatment

Fee-for-Service
Federally Qualified Health Center

General Assistance - state-only funded
medical program

Georgia Better Health Care; Georgia3
PCCM program

Health Care Financing Administration

Idaho 3 primary care case management
plan

National Committee for Quality
Assurance, Health Plan Employer Data
and Information Set

Health Insuring Organization

Health Maintenance Organization

Indian Health Services

Kentucky 3 primary care case
management plan

Refers to a period of time during which

a health plan enrollee may not disenroll
from a health plan except for good
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ai.asha dma. Medicaid program case masagemekt

Managed Fee-for-Service

MCO

MediPass

MediPlan Plus

Mid-Level Providers

MMIS

Partial Capitation

Passport to Health

PCCM

cause. May also refer to a recipient
monitoring program developed to
monitor access to care for high utilizing
recipients.

A health plan which requires prior
authorization of most services not
rendered by the primary care provider.
The primary care provider is usually
paid on a fee-for-service basis. Also
known as enhanced fee-for-service or
case managed fee-for-service.

Managed Care Organization

Florida and lowa 3 primary care case
management plan

IHlinois 1115 waiver program

Nurse Practitioners, Nurse Midwives
and Physician Assistants are often
referred to as mid-level providers

Medicaid Management Information
System

Programs are structured to reimburse
managed care organizations for a
specific set of contracted services at a
per member per month capitation rate.
Members mvst seek care covered by the
MCO within theM C O 3 panel of
providers. Services outside of the
partially capitated contract may be
reimbursed through a contract or fee-
for-service basis.

Montana 3 primary care case
management

Primary Care Case Management
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ALASKA DMA. MEDICAID PROGRAM CASE MASAGEMEKT

PCCP Colorado 3 Primary Care Physician
Program (@PCCM program)

PCN Primary Care Network, New Mexico 3
primary care case management

PCP Primary Care Physician
pmpm Per Member Per Month
PPP Primary Provider Program,

Wisconsin 3 primary care case
management program

PSP Physician Sponsor Plan, Michigan 3
primary care case management
program

QA Quality Assurance

RFP Request for Proposals

RHC Rural Health Center

Rite Care Rhode Island®s 1115 waiver program

RMP Recipient Monitoring Program, also

known as “1ock-in"

SSI Supplemental Security Income

SURS Surveillance, Utilization and Review
System

Waiver A mechanism by which HCFA

authorizes a state Medicaid agency to
“@aive”’Title X I X regulations. There
are two waiver authorities that HCF A
can do — 1115 and 1915(b).
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Alaska Department of Revenue
Income and Excise Audit Division

HB 431

Increase Tobacco Taxes
9-LS1518\C

February 1, 1996

Page 2 of 5

Bill Analysis

Sections 1 increases cigarette tax rates as follows:

School Fund General Fund Rate Total Tax
Effective Base Rate Additional Tax Increase (per pack)
Date (AS 4350.090) (AS 4350.190) (General Fund)
Current $.05 $.24 N/A $.29
10/1/96 $.05 $.24 $1.00 $1.29
711199 $.05 $1.24 $.24 $1.53
711102 $.05 $1.48 $.24 $1.77
7/1/05* $.05 $1.72 $.24 $2.01

+ Rates would increase by 12 mills per cigarette, which is 1.2c per cigarette or 24c per pack, each succeeding three-year period
after July 1, 2005.

Section 2 requires that Department of Revenue give public notice for each rate change.

Section 3 raises the tobacco products tax from 25% to 100% of the wholesale price of the
tobacco products.

Section 4 provides for adjusting the tobacco products tax rate based on the change in the
Consumer Price Index for the Anchorage area. The index for January 1997 would be the
reference base index. The tax would be subject to adjustment on July 1 of each even-
numbered year.

Section 5 requires that Department of Revenue give public notice for each rate change.

Section 6 establishes an effective date of October 1, 1996.



Alaska Department of Revenue
Income and Excise Audit Division

HB 431

Increase T jacco Taxes
9-LS1518\C

February 1, 1996

Page 3 of 5

Operating Costs

Department of Revenue is not requesting operating funds to implement the proposed tax
increase. With such a large increase in taxes due the state (from $17 to $50+ million
annually), there may be increased taxpayer noncompliance. Our current compliance efforts
consist of reviewing the financial trends and assuring that all businesses licensed to sell
cigarettes and tobacco file a tax return and pay the reported amount. We believe this level
has been adequate given the current tax levels and staffing. At significantly higher levels of
tax, it is possible that taxpayers will look for loopholes or other methods of tax avoidance. We
are currently reviewing our personnel resources available for compliance in the light of: 1)
pressure to increase tax revenue, 2) absorbing a $100,000 FY97 budget cut and 3) significant
increases in the volumes of tax returns filed annually with the division. If we experience a
significant increase in taxpayer noncompliance additional personnel services funding will be
needed to appropriately address the issue.

Revenue

The attached spreadsheet details revenue projections from rate increases in this bill.
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HB 431

Cigarotlo and Tobacco Increase
9-LS1518\C

February 1, 1996

Pago 4ol 5

Cigarettes N
Elasticity Factor

Consumption (packs ol cigarettes)
Rate
Cigarette Tax

Tobacco Products

. Elasticity Faclor
Consumption (Wholesale Price)
Rato
Tobacco Products Tax
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Adjusted Increaso
Less 1% Commission
Not Cigarette and Tobacco Tax
FY 96 Projectod Not Tax

Tobacco Tax Increase

Paul E. Dick

FY 9.
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$6,000,000
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$17,258,600
NIA

NIA
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v NVJ"e

July mept
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$0.29
$3,939,650

$1,500,000
25%
$375,000

$4,314,650

Alaska Department of Revenue
Income and Excise Audit Division
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0 OUSE COMMITTEE REPC .T

Date Referred to Committee: January 19,1996 FURTHER REFERRALS: State Affairs
Labor and Con merce
, Finance

Date of Committee Action: 1
The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 431
HOUSE BILL NO. 431 INCREASE TOBACCO TAXES

“An Act relating to taxes on cigarettes and tobacco products; and providing for an effective date.”

recommends it be replaced [ ] the same title
with the following committee substitute [ janew title
I ] additional referral to Committee

[ | attached amendment(s)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (D0 APPROVES PREVIOUS: (DepllDr
[#] fiscal note(s) [ ] fiscal note(s)

[ ] zero fiscal note(s) { ] zero fiscal note(s)

S1GNI With recommendations

X X

CHAIR’S SIGNATURE



REPRESENTATIVE CON BUNDE A|aSka&ate ﬂi . |aIlIe DURING SESSION:
(QLHIR Al T EDUCATION Stouae nf [UprEBEMatiuea ﬁk% B,

VICE-CHrIR RULES ( :
T4 T .
SPONSOR STATEMENT ANCH 73* o 1-2133

HB 431

“An Act relating to taxes on cigarettes and tobacco products; and
providing for an effective date.”

There is an epidemic in our state that is killing more Alaskans each year than
motor vehicle accidents, firearms, drugs or alcohol combined. The illness that
has reached epidemic proportions in Alaska is tobacco use, which usually starts in

childhood, and it is preventable.

Alaska has one of the highest smoking rates in the United States. Within Alaska,
the highest smoking rate is found in the Bush (33%) and the lowest in the urban

areas (25%). Nearly 84% of Alaskan adults started smoking between the ages of
10 and 20 years of age.

Adults don't start smoking, children do. The average age youngsters start
smoking is 14.5 years old. Nationally, about 3000 children start smoking every
day, of those approximately a third will die from tobacco related illness. HB 431
is about prevention. Because die youth of our state are so price sensitive the
passage of this legislation will drastically decrease the use of tobacco. As the price
of cigarettes and tobacco products increase many young would be smokers-won’t
be. Other youngsters who have already started smoking may be forced to

consider quitting.

In Alaska, the estimated total medical care costs directly related to smoking in
1993 was $96,490,000 and approximately $9.8 million was paid by medicaid.
Our budget is shrinking. It makes sense to prevent future escalation of our health
care costs by creating an economic incentive for children and adults to quit die
use of cigarettes and tobacco products. HB 431 will decrease tobacco use and
prevent an increase in future health care costs related to tobacco use.

HB 431 is a user fee not a tax. The price increase caused by this fee will work in
favor of Alaskans. Studies show that for every 10% increase in the price of
tobacco products, there will be approximately a 4% decrease in tobacco
consumption, and an even greater decrease in tobacco use among children.
Alaska's cigarette tax is currently .29 cents per pack, ranking 26th in the nation.
| urge the committee to support HB 431 for the future health of many of our

youth and adults.

SPONSOR STATEMENT



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau. Alaska 99001-2105
MEMORANDUM January 29, 1996
SUBJECT: House Bill 431, increasing the taxes on cigarettes and tobacco

products facilities -- sectional analysis (Work Order No.9*LS 1518\C)

TO: Representative Con Bunde, Co-Chair
House Health, Education and Social Services Committee
ATTN: Patti Swenson

FROM: Jack Chgno”~veth/AN1AN!
Legislative Cotiflser

o v [/

/
House Bill 431 proposes inc”a”e's to the state-imposed taxes on cigarettes and tobacco
products.

Bill section 1. The bill section sequentially increases the tax on cigarettes. The increases
are as follows:

Between the bill's effective date and June 30, 1999, the tax imposed under this
section is set at 62 mills per cigarette or $1.24 per pack, an increase of $1.00 per pack from
the current tax levy;

Between July 1, 1999, and June 30, 2002, the tax imposed under this section is set
at 74 mills per cigarette or $1.48 per pack, a further increase of 24 cents per pack;

Between July 1, 2002, and June 30, 2005, the tax imposed under this section is set
at 86 mills per cigarette or $1.72 per pack, an additional increase of 24 cents per pack; and

Thereafter, at three-year intervals, increases at the rate of 12 mills per cigarette (24
cents per pack).

Bill section 2. The bill section directs the Department of Revenue to give public notice of
the cigarette tax rate changes and specific notice of the change to all cigarette tax licensees.

Bill section 3: The amendment increases the excise tax on tobacco products other than

cigarettes from its current 25 percent of the product's wholesale price to a rate of 100 percent
of the wholesale price.

SECT TOMAL ANALYSIS



Represantative Con Bundc
Janery 29, 1996
Page 2

Bill section 4: The bill section authorizes the department to change the rate of the excise tax
on tobacco products other than cigarettes in line with inflation, with the change to be made
every second year. The provision spells out how the change is to be calculated.

Bill section 5. The bill section directs the Department of Revenue to give public notice of
the biennial rate changes of the change in the excise tax rate applicable to tobacco products
other than cigarettes and to give specific notice of the change to all tobacco tax licensees.

Bill section 6 gives the measure an October 1, 1996, effective date.

JBC:klb
96-041.klb



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
MEMORANDUM January 23, 1996
SUBJECT: Cigarette tax increases under HB 431 (Work Order 9-LS1518\C)
TO: Representative Con Bunde

Attn: Patti Swenson

FROM: Jack Chem
Legislative C.oiln

-
ts "if

A mill is one-tenth of a cent ($ /01). There are 20 cigarettes to the pack, so a one-mill

increase in the tax on cigarettes x 20 cigarettes equal two cents per pack.

The total tax on cigarettes being proposed by the change set out in this bill would be
determined as follows:

Under AS 4350.090(a), a pre-Statehood Act dedicated levy supporting the school
tax:

2.5 mills
X 20 cigarettes= $ .05

Under AS 43.50.190(a), as amended by this bill:

until June 30,1999
62 mills per cigarette
x 20 cigarettes =  $ 1.24 for a total levy of
$ 1.29 per pack;
between July 1, 1999, and June 30,2002

74 mills per cigarette
x 20 cigarettes =  $ 148 for a total levy of

$ 1.53 per pack;

between July 1,2002, and June 30,2005

86 mills per cigarette
X 20 cigarettes = $ 1.72 for a total levy of

$ 1.77 per pack;

MILL LEVY EXPLANATION



Represantative Con Bunde
Jauery 23, 1996
Pege 2

Thereafter, the increments increase progressively at the rate of $.24 per pack at intervals o f
three years.

JBC:glc
96-041.glc

Enclosure



Luke Whitehead:

My'name is Luke Whitehead and I'm 13 years old. I'm an eighth grader at Hanshew
Junior High. | am at the age that kids are most likely to begin smoking. I'm not
worried about getting hooked myself, but I do worry about other kids. | think that
adults—including legislators— should be doing more to try to keep kids off nicotine.
Because we know that of all the kids who start smoking each day, about a third of
them will eventually die from it.

Here in Alaska, we know that more than one-fourth of high school age kids smoke

cigarettes. If this was just a fad that they outgrow, itwouldn't be so bad. But tobacco

contains nicotine, an addictive drug. Nicotine is so addictive that most of the people
who do get hooked on it stay hooked, even though they want to quit,

Last summer | attended a conference in Washington DC called the Smoke-Free Class
0f 2000 Youth Ambassadors Forum. We got to hear people like former Surgeon
General C. Everett Koop talk about the smoking epidemic in this country and how
to stop it. It was a real eye-opener for me.

| learned that smoking is a "pediatric disease," which means that it affects children.
That's because studies show that almost all adults who smoke first started when
they were kids. | learned about how the tobacco industry targets kids as replacement
smokers for the 420,000 Americans who die each year from smoking. | also learned
that while there's a lot that parents and teachers can do to help educate kids about
tobacco, there's also a lot that legislators can do, and sometimes those actions have
the greatest impact of all.

One of the things legislators can do is make tobacco so expensive that a lot of kids
can't afford to get hooked. That can be done through taxation. Here in Alaska, it is
estimated that a tax increase of $1 per pack on cigarettes would reduce youth
smoking by about one-third. | really hope the legislature will do that, and so do most
Alaskans. We'll have more to say about that in a few minutes, but first Dr. John
Petraitis is going to share some of what he's learned in his research about kids and

tobacco.



AMERICAN LUNG ASSOCIATION OF ALASKA
1057 WEST FIREWEED LANE
ANCHORAGE, AK 99503
276-LUNG (5864)

January 26, 1996

Representative Con Bunde

House Health Education, Education and Social Services Committee
Alaska State Legislature

State Capitol (MS 310C)

Juneau, AK 99801-1182

FAX: 465-3871
Dear Representative Bunde,

The American Lung Association ofAlaska isdedicated to improving the lung health ofthe citizens of
Alaska. 0n behalfofthe board ofdirectorsofALAA, all those we serve and the many citizens of
Alaska we servewho are now suffering from the effects of tobacco use,we strongly encourage you
and the other members ofthe House HESS Committee tosupport an Increase inthe tobacco
tax

Alaska isfacing an epidemic -an epidemic ofsmoking related diseases. This epidemic isadding
dramatically to soaring health carc costs. W e know that there isgreat interest in reducing costs of
government and the bestway to 1 duce costs ishy reducing the spread of tobacco:

A few things to consider:

According to recent data, Alaska has the third highest rate ofsmoking inthe U.S. and the
sixth highest rate ofdeath from smoking

A DHHS report assessed the economic impact ofsmoking inAlaska at almost S130 million in
1991.

Since health care costs are rising substantially and rose at least 1 6% between 1991 and 1993,
we can conservatively estimate that health care costs in 199"* were more than $143 million.
Tobacco use isamajor risk factor for diseases of the heart and blood vessels, chronic
bronchitis and emphysema, cancers ofthe lung pharynx, oral cavity, esophagus, pancreas and
bladder as =.\eil will other problems such as respiratory infections and stomach ulcers.
Smoking accounts for 21 percent ofall coronary heart disease deaths, 87 percent of lung
cancer deaths and 30% ofall cancer deaths.

Cigarette smoking during pregnancy accounts for 20 to 30 percent of low birth weight babies,
up to 14 percent ofpre-term deliveries, and about 10 percent ofall infant deaths.

Environmental Tobacco Smoke (ETS) isthe third leading cause ofpreventable death in the

G WPDOCOTOBACCC*CnyP.OT\IEQEVHN{ESSi WFD

SUPPORT



United States - behind active smoking and alcohol related deaths. ETS causes more than
53,000 deaths per year from disease and cancer.

« For every eight smokers killed as a result of smoking-related illness and disease, one non-
smoker dies from exposure to environmental tobacco smoke.

. Smoking costs the American public over $100 billion in health carc costs and lost
productivity.

. In Alaska, the estimated total cost attributed to smoking was S127.6 million for persons age
35 and older. O f this, $45.6 million was for direct health care costs.

. In otherwords, the cost of tobacco use <sequivalent to $220 per Alaskan or S941 per

current smoker in this age group.

So, please support the bestway tonot only recoup current health care costs, but also reduce
future costs:

. Ifkids don"t start smoking as teenagers, they don"t start.
. Ifthey don"t start, they don"t incur these health care costs.
. The Alaska Department of Revenue has estimated that a tax increase of $1 per pack of

cigaretteswould lead to a reduction invoulh smoking ofapproximately32%.
REDUCE EXPENDITURES -TAX TOBACCO

This isyour chance to reallymake a difference. Support the $1.00 increase in tobacco tax.

Sincerely,
James E. Murphy

Executive Director

Source ofall data cited above available upon request.

2 OWYEED TG RONIASHHE WD



Alaska Native Health Board

1345 Rudakof Circle, Suite 206 Phone: (907) 337-0028
Anchorage, Alaska 99508-6105 FAX: (907) 333-2001

February 1,1996

House HESS Committee hearing on H.B. 431

My name is Anne Marie Holen. | am testifying on behalf of ihe Alaska Native
Health Board and its statewide membership in support of House Bill 431.

A major increase in tobacco taxes is the number one state legislative priority for the
Alaska Native Health Board this session. As you know, tobacco use hits Alaska
Natives especially hard. Alaska Natives account for over 23% of the smoking-
related deaths in the state, even though they make up only 16.5% of the population.
No one expects higher taxes to be a panacea for the tobacco problem in rural Alaska,
but the research is very clear that it will help.

Having made reference to the high rates of tobacco use among Alaska Natives, | also
want to point out that tobacco is not just a "Native problem™ in this state. The recent
Centers for Disease Control report on state tobacco control highlights reveals that
smoking rates among the white population in Alaska are also above the national
average. The tobacco epidemic is a serious problem for everyone in Alaska—Native
and non-Native, smokers and non-smokers, kids and adults. We strongly urge your
support for HB 431 to help stop the needless death, disease, an 1 other costs of tobacco
use in Alaska.

KODIAK AREA NATIVE ASSOCIATION
AIEUTIAN/PRIBILOF ISLANDS ASSOCIATION MANIILAQ ASSOCIATION SOUTHCENTRAL FOUNDATION
BRISTOL BAY AREA HEALTH CORPORATION METLAKATLA INDIAN COMMUNITY SOUTHEAST ALASKA REGIONAL HEALTH CONSORTIUM
CHUGACHMIUT NORTH SLOPE BOROUGH TANANA CHIEFS CONFERENCE

COPPER RIVER NATIVE ASSOCIATION NORTON SOUND HEALTH CORPORATION YUKON-KUSKOKWIM HEALTH CORPORATION



Aoxil 25, 1996
ESTIMATE

Contribution of Tobacco to Death in Anchorage

1985- 1988
Total number of deaths 3,435
Lung cancer 275cases x 0.85* 234
Other cancers 585 x 0.20 117
Emphsema 165 x 0.95 157
(e.0.p.d.)
Atherosclerosis 831 x 0.20 166
(hardening of arteries)
Death before age 1 254 x 0.10 25
(low birtlt wl, sids, etc)
Fire 27 x 0.50 14
Total number ol' deaths attributable to tobacco 713
Percent of deaths in Anchorage attributable lo tobacco (713 * 3435) 20.8 %

* Proportion of lung cancer cases caused by tobacco and similarly for
subsequent conditions

Death from cancer is twice as high in smokers as in non-smokers.
Half of regular smokers will die of their habit.
65 million persons will have died worldwide from use of tobacco in this century by its end.

10 million persons per year will die from use oflobueeo by 2025, unless die habit abates, as
individuals in developing countries smoke increasingly.

Rodman Wilson, M.D.



February 1, 1996

The Honorable Cynthia Toohey, Chair
Health, Education and Social Services Committee
Alaska State Legislature

I am writing to you today to express my support for House Bill 431. | strongly favor a
significant increase in the tax on cigarettes and other tobacco products as an important step
towards discouraging smoking by young people.

Many smokers, and reformed smokers such as myself, can attest to the negative health effects of
tobacco addiction. | believe that if it is more difficult to obtain cigarettes, many young people will
be spared the "opportunity" to start smoking.

Currently, I serve as a volunteer member ofthe Alaska Affiliate Board of Directors ofthe
American Heart Association. | devote much of my personal time to fund-raising events so that
we at the Heart Association may bring health educational materials into our schools on healthy
lifestyles, such as fitness exercise and eating healthy. Please help us send our kids a strong
message against smoking by supporting House Bill 431.

American Heart Association, Alaska Affiliate
12931 Mission Circle
Anchorage, Alaska 99516



Alaskan Police Office."™ Asks You:

Please Pass House Bill 4311

As a police officer, lurge you to pass House Bill 45T as an
effective tool to combat Alaska’s epidemic of teenage tobacco
smokers.

During my 16 years as a police officer in Alaska, | have seen
the number of teen smokers skyrocket. During lunch breaks at
our local high schools, I have seen around 300 students standing
out in public view, smoking cigarettes.

If we allow our youth to hang around and get addicted to
illegal substances such as tobacco, it becomes easier for them to
get involved in other illegal substances such as alcohol,

m arijuana and harder drugs. These areas around the high
schools, known as “smoking pits” or “smoking tunnels” are hot
spots for criminal activities, including weapons offenses, felony
assaults, and attempted homicide. As a police officer, I have had
to respond to many “no code” deaths caused by years of tobacco
consum ption.

Alaska’s law enforcement code of ethics says my

fundamental duty as a police officer is to “...safeguard lives... to
protect the innocent against deception, the weak against
oppression....” |l have attempted to fulfill my duty by issuing

citations to minors for possession of tobacco. However, one
police officer with one ticket and thousands of teen smokers is
like the little Dutch boy holding his finger in the dike.

In 1764, Cesare Becarria wrote in his book, On Crimes and
Punishments. “For the most part, men erect the most solid dikes
against overt tyranny, but they do not see the imperceptible
insects that gnaws those dikes and opens a path for the invading
flood, a path that is all the more secure because it is more
concealed.”

Please stop the flood of Alaskan children
walking into an early death. Please
safeqguard lives. Please protectthe innocent
againstdeception. Please pass House Bill
431. A thoace | Jffioe/ig & loft



Written statement submitted to the hearing of HB431 by the House
Committee, HES, 2/1/96

Tobacco is THE leading cause of death and disease in Alaska. This
is because tobacco causes so many different diseases including many
types of cancer, chronic lung disease, heart disease, stroke, etc.
as well as sudden infant death, stillbirths and premature
deliveries. It is the only legal substance that when used as
directed is guaranteed to kill you. Furthermore, 6 BILLION dolllars
a year are spent by tobacco companies to encourage 1its use.

Not only does tobacco harm the individual who chooses to use it,
tobacco smoke also harms those exposed to it ( by '"passive

smoking"). The Environmental Protection Agency has officially
declared environmental tobacco smoke (ETS) to be a known
carcinogen. Think of the uproar created when other cancer causing

agents are even suspected to be in the environment! Yet we have
knowingly allowed this substance in our environment for decades.

Nicotine 1is known to be addictive. It is now the most common
addiction 1in our nation. Most current users of tobacco started
before they were 18 - that 1is, as kids, before they were well
informed and before they were capable of making wise choices.
Nearly all tobacco users wish they had never started. Most would
like to quit, but are unable to do so because they are addicted.

Therefore, it is imperative that we do all we can to prevent Kkids
from starting to use tobacco products and from becoming addicted.
Raising prices of tobacco has been shown to unequivically reduce

the number of kids who start to use tobacco. We must actively
pursue other anti-tobacco measures as well, but first lets protect
our Kkids. Raising taxes on tobacco is the most effective measure

known to prevent kids from using tobacco.

I strongly support the bill to raise taxes on tobacco.

Anne P. Lanier, MD, MPH
13700 Capstan Drive
Anchorage, AK 99516
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A $1 perpack increase in the state cigarette tax?

Public Opinion Poll Results
December 14, 1995 -January 20, 1996

» Alaska’s state budget is about five hundred million dollars larger than the revenue it will take in
this year. Most of this revenue is from oil and gas taxes. People have different views about how to
deal with this fiscal gap. Do you think the fiscal gap can be closed only with spending cuts, or do
you think the fiscal gap can be closed only with a mix of spending cuts and new revenue sources?

Spending Cuts 16%
Spending Cuts and Revenue Sources 72%

» Now, | would like to turn to tobacco taxes. The current Alaska state tax is 29 cents per pack of
cigarettes. In general, do you favor or oppose increasing Alaska’s tobacco taxes by one dollar per
pack to help close the state’s fiscal gap?

Strongly Favor 49%
Somewhat Favor 25%
Somewhat Oppose 5%
Strongly Oppose 16%

» If it was proven that a large cigarette price increase prevents or reduces smoking among children
and teenagers, would you favor or oppose raising the state tax by one dollar per pack?

Strongly Favor 71%
Somewhat Favor 15%
Somewhat Oppose 9%
Strongly Oppose 3%

» Do you generally favor taxing other tobacco products, such as chewing tobacco, snuff, and cigars,
at a higher rate than cigarettes, about the same rate as cigarettes, or at a lower rate than
cigarettes?

Higher Rate 8%
Same Rate 83%
Lower Rate 5%

» | want to get your final opinion, even if it is different from the opinions you expressed earlier. All
things considered, do you favor or oppose increasing Alaska’s tobacco taxes by one dollar per

pack?
Strongly Favor 58%
Somewhat Favor 15%
Somewhat Oppose 7%
Strongly Oppose 18%
fmmmm%ﬁwﬁmmmmm&am@da
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Alaska Tobacco Control Alliance
Resolution to Support an Increase in the Tobacco Tax

Whereas tobacco kills far more Americans each year than alcohol,
car accidents, suicide, homicide, AIDS, heroin and cocaine

combined;

Whereas tobacco is the leading cause of preventable death in the
country;

Whereas 3,000 children become regular smokers each and every
day;

Whereas 73% of daily teen smokers who think they won't be
smoking in 5 years are still smoking 5 years later;

Whereas 84% of Alaska adult smokers started smoking between the
ages of 10 and 20;

Whereas tobacco ki!ls 1 out of 5 Alaskans;

Whereas Alaskan Natives suffer disproportionately from the burden
oftobacco addiction and illness;

Whereas it is the responsibility of the State of Alaska io do
everything in its power to blunt the negative impact of tobacco on
the health of our citizens;

Whereas smokii.g-related death and disease cost each Alaskan $220
in 1991;

Whereas smoking-related death and disease cost the Alaska
economy $127.6 MILLION DOLLARS in 1991,

Therefore be it resolved that The Alaska Tobacco Control Alliance
calls upon the Alaska Legislature to enact a significantly higher
state excise tax on all forms of tobacco, and to ensure that this
higher tax rate is regularly increased to keep pace with inflation.

ALASKA TOBACCO CONTROL ALLIANCE
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TOBACCO USE BY YOUTH

> Most smokers begin smoking during childhood and adolescence. Nicotine addiction is
established during the first two to three years of tobacco use.

e For any cross section of adults who smoke, 89 percent begin using cigarettes by or at age 18.
Seventy-one percent begin smoking daily by or at age 18.1

» The average age when people First try smoking a cigarette is 14.5 years.2
* Nearly 84 percent of Alaskan adults started smoking between the ages of 10 and 20 years old.3

» Seventy-three percent of daily teen smokers who think they won't be smoking in Syears are still
smoking 5 years later.4

» Seventy percent of teen smokers say that given the chance to do things differently, they wouldn't
have started smoking.5

» Eighty percent of teen smokers want to and have tried to quit Only 1.2% succeed.6

> The prevalence of smoking by youths has remained basically unchanged since 1980.

*

* Among high school ?pniors, the prevalence of regular smokers (those who have smoked in the
past 30 days) was 30.5% in 1980 and 29.9% in 1993; the prevalence of daily smokers was
21.3% in 1980 and 19.0% in 1993.7

* In Alaska, 27% of 12th grade girls and 18% of 12th grade boys report daily use of cigarettes.
Rates are highest'among Alaska Natives: 31% of 12th grade girls and 21% of 12th grade
boys.8

10enters for Disease Cortrol and Prevention, Preventm Tobacoo UseAmong Youn Peoale A Report of the Surgeon General, Aflanta, GA' US
Department of Health and Human Services, Certers for Disease Cortrdl and on, 1994,

Centers for Disease Cortrol and Prevertion. 1994,

JAJaska Division of Public Health andl Alaska Area Native Health Senice. 1989 Alaskan Adolescent Heatth Survey,.

‘Centers for Disease Cortrol and Prevertion. 1994,

'Gallup Organization, 1992,

Teenage Attittides and Practioes Survey, 1993,

’Fl>rnstitut1e9 8f Megicine. Growing Up Tobacco Free: Preventing Nicotine Addiction In Chilcren and Youths. Weshington, DC National Acadermy

.S/-(\alr\nasckgs De T rrg%rbt of Heatth and Social Sendees. The Statee ofAdolescent Health In Alaska. Juneal, AK: Alaska Department of Health-and Soddl

*~ae



Tobacco Use by Youth: Patterns and Prevention (page 2)

> Use of smokeless tobacco by youth has increased dramatically since 1970.

« Although little use of smokeless tobacco was seen among adolescents before 1970, the preva-
lence of its use among older teens (16-19 years old) increased nearly 10-fold between 1970 and
1985, and overall appears to have remained constant since then.9

In Alaska, 18% of 12th grade boys and 7% of 12th grade girls report daily use of smokeless
tobacco. Rates are highest among Alaska Natives: 24% of 12th grade boys and 13% of 12th
grade girls.10

> Restricting youth access to tobacco is the key to breaking the cycle of tobacco use.

* Research has documented that most minors who smoke purchase their own cigarettes. The
major source of cigarettes from underage consumers is small stores and gas stations.

» Despite the fact that all states prohibit the sale and distribution of tobacco products to minors,
tobacco is easily accessible to youth. Youth purchase tobacco from all sources when laws are not
enforced.

* In 13 studies of over-the-counter sales, illegal sales to minors occurred at the (average-weighted)
rate of 67 percent.1l

> Young people tend to use vending machines more than the general smoking public.
Vending machines are more popular among the youngest adolescents.2

«r
« 1In 1988, only 1to 8 percent of all cigarette? were sold through vending machines. However, the

National Automatic Merchandising Association reported that young people tend to use vending
machines more often than the general smoking public.13

* Nine studies of vending machine sales found the (average-weighted) rate of illegal saies was 88
percent4

* A National Automatic Merchandising Association survey found that minors were successful 77%
of the time in buying tobacco from vending machines placed where minors were prohibited.15

«Institute of Medidne. 1994,

"Alaska Department of Health and Sodal Services. The State ofAdolescent Health In Alaska. May 1990.
"Centers lor Disease Control and Prevention. 1994.

"Centers for Disease Control and Prevention. 1994

' «Automatic Merchandising Assodatlon. Cigarette Sales from Vending Machines, 1988. Chicago, It: National Automatic Merchandising
Assodatlon, 1989 as reported In Centers for Disease Control and Prevention. 1994,

"Centers for Disease Control and Prevention. 1994.
‘«Americans for Nonsmokers' Rights. "Youth Access to Tobacco' (fact sheet). Berkeley, CA 1992,



Tobacco Use by Youth: Patterns and Prevention (page 3)

> Adults are another important source of tobacco for minors.

Several studies document that between 17 and 25 percent of adolescents obtain tobacco from
their parents or guardians.15

REDUCING ACCESS TO YOUTH

> Minimum age laws that prohibit the sale and distribution of tobacco products to

minors will not alone decrease youth access to tobacco. Laws must address the loca-

tions and manners in which tobacco is sold or made available to youth and they must
be enforced.

Alaska law prohibits selling or giving cigarettes and other tobacco products to persons under 19
years of age (AS11.76.100).

Alaska law prohibits cigarette vending machines except in premises that are licensed as a bever-
age dispensary (selling "hard" liquor), as a club (Elks, American Legion, etc.), or as a package
liquor store; or in an employee break room or other controlled area of the private workplace not
generally considered a public place. Ifon a licensed premise, the machine must be as far as
possible from the primary entrance and in a place that is directly and continually supervised by a
person employed on the licensed premises (AS11.76.100).

> Alaska's "youth access" laws are considered to be fairly strong. However, these laws

are rarely enforced.

In 1995, Anchorage teenagers participating in a sting operation successfully purchased tobacco
in 29 of 63 attempted locations. In December 1994, Ketchikan teenagers were able to purchase

tobacco in 3 of 8 locations included in their operation, even though merchants had been notified
that a sting would be taking place.

Enforcement of laws that restrict the sale of tobacco products to minors both over-

the-counter and through vending machines have had a significant impact on minors'
ability to purchase cigarettes.

Various enforcement strategies aimed at reducing illegal over-the-counter sales appear to reduce
the rate of sales from 20 to 40 percent in less than a year.1I7

"*Centers for Disease Control and Prevention. 1994.

"Centers for Disease Control and Prevention. 1994.

Adhl 1995



Tobacco Use by Youth: Patterns and Prevention (page 4)

* In Woodridge; Illinois, a community intervention program that involved establishing a retailer
licensing system, using regular police stings, and imposing penalties for merchant sales viola-
tions reduced illegal sales to minors from 70 percent to less than 5 percent over a year and a
half. Asurvey of seventh and eighth grade students before and after the intervention found that
experimentation and regular tobacco use had decreased by over 50 percenti8

« In Santa Clara County, California, a program involving community education, direct merchant
education, contact with chief executive officers of chains and franchises, and grassroots work
with community organizations reduced the youth buying rate from 74 percent before the inter-
vention to 39 percent after the intervention. One year later, however, sales had rebounded
considerably, suggesting that educational interventions alone may not be sufficient to bring
about sustained reductions in youth access rates.19

7> The Synar Amendment was passed bv Congress in improve enforcement of youth
access laws at the state level.

* The amendment, named after key sponsor Mike Synar, took effect on October 1,1993. It
requires states to show enforcement "in a manner that can be reasonably expected to reduce the
extent to which tobacco products are available to individuals under the age of 18." Specific
provisions call for conducting random, unannounced inspections of locations where tobacco
products are sold, ifstales do not reduce tobacco sales to minors, the U.S. Department of Health
and Human Services has the power to reduce Ending to the states by as much as 40 percent for
alcohol and drug abuse programs (block grants) until tobacco sales are reduced.

» The final regulations for the Synar Amendment have yet to be drafted, and most states (including
Alaska) have yet to rake any action to ensure enforcement of youth access laws to comply with
the intent of the amendment. Other states have passed weak "youth access™" laws supported by
the tobacco indusby, which preempt stronger local legislation and typically contain loopholes
that make enforcement difficult.10

V V V

This fact sheet was produced with funding from the Robert Wood Johnson Foundation's grant, Trampling
Tobacco: A Winning Tobacco Control Strategy for Alaska." For further information, contact the American Lung
Association at 907/276-5864 or the Alaska Department of Health and Social Services, Health Promotion Program
at 907/465-3140.

‘eInstitute of Medicine. Crowing Up TobaccoFree. 1994.
"' Institute of Medicine. Crowing Up Tobacoo Free. 1994
*°Stop Teenage Addiction to Tobacco. Tobacco Free Youth Reporter. August 1994,
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> Tobacco use is the single most preventable cause of premature death and crippling
disease in the United States.1

CIGARETTE USE
> Alaska has one of the highest smoking rates in the nation.

» Alaska has the sixth highest rate of smoking and the sixth highest rate of smoking-related death
in the nation.2

» Twenty-eight percent cf Alaskan adults smoke cigarettes regularly. By contrast, the national
median is 22 percent More females (29%) than males (27.1%) smoke in Alaska.3

» Nearly 84 percent of Alaskan adults started smoking between the ages of 10 and 20 years old.4

> Alaskan adolescents, particularly females and those living in rural communities,
report high rates of smoking. Use increases with each grade. For almost every grade,
more girls than boys smoke on a daily basis.5

* Twenty-seven percent of 12th grade females and 18 percent of 12th grade nlales report that they
smoked cigarettes every day.6

» Female students in grades 10-12 living in communities with less than 2,500 residents report

substantially higher daily cigarette use rates (31%) than those in communities of more than
2,500 residents (17%).7

'Alaska Division of Public Health. Alaska Behavioral Risk Faclor Survey: 1992 Annual Report Juneau, AK: Alaska Division of Public Heallh,
October! 994.

"U.S. Centers for Disease Control and Prevention, Morbidity and Mortality \Weekly Report Vol. 43 No. SS-1, June 10,1994.
'Alaska Division of Public Heallh. October 1994.

«Alaska Division of Public Heallh. October 1994.

' Alaska Department of Heallh and Sodal Services. The State of Adolescent Health In Alaska. Juneau, AK: Alaska Department of Heallh and Social
Services, May 1990.

‘ Alaska Department of Heallh and Social Services. May 1990.
' Alaska Department of Heallh and Social Services. May 1990.

April 1995



Tobacco: Its Prevalence and Impact (page 2)

SMOKELESS TOBACCO USE
> Among Alaskan adults, 5.4 percent are current smokeless tobacco users.

* Men use these products at higher rates (9.0 %) than women (1.4%).8

> Alaskan adolescents, particularly males and those living in rural communities, report
high rates of smokeless tobacco use. As with smoking, use increases with each grade.
Unlike smoking, more males use smokeless tobacco than females.9

« Eighteen percent of Aiaskan 12th grade males and 5 percent of 12th grade females report using
smokeless tobacco on a daily basis.10

* Among males from communities under 2,500,16 percent chew tobacco daily, triple the rate
among males in larger communities. Even greater are the differences for females-12 percent of
female teenagers in small communities compared to fewer than 1 percent in larger
communities.1l

> One-third of high-school-aged adolescents in the United States smoke or use smoke-
less tobacco.12

» The 25-year decline in smoking prevalence among youth leveled off since 1980 and in fact, Is on
the rise among male high school seniors.13

» Use of smokeless tobacco among high school males has become markedly more prevalent over
the last two decades. 4

mAlaska Division of Public Heallh. Alaska Behavioral Risk Factor Survey: 1992 Annual Report Juneau, AK: Alaska Division of Public Health,
October 1994.

' Alaska Department of Heallh and Sodal Services. May 1990.
"“Alaska Department of Health and Sodal Services. May 1990.
"Alasta Departmentof Heallh and Sodal Services. May 1990.
"’Centers for Disease Control and Prevention. 1994.

"’U.S. Department of Health and Human Serv/Ices. Preventing Tobaoco UseAmong YoungPeople: A Report oftheSurgecn General. Atlanta, GA:
US. Department of Health and Human Services, Centers for Disease Control and Prevention, 1994,

'mCenters for Disease Control and Prevention. 1994.

April 1995



Tobacco: Its Prevalence and Impact (page 3)

HFAITH IMPACTS OF TOBACCO USE

> Smoking Kills an estimated 419,000 Americans each year-more than alcohol, heroin,
cocaine, automobile accidents, homicides, suicides, AIDS and fires combined.55

500,000

416.690

> Smoking accounted for 19 percent of the deaths in Alaska in 1991, averaging one
death per day. Among Alaskans 35 years of age and older, 23 percent of deaths were
attributed to smoking.r*

BUS. Department of Health and Human Services, Centers for Disease Control and Prevention. 1994. (1990 data)

"* Alaska Division of Public Heallh. 'Bulletin: Costs of Smoking InAlaska, 1991 * Anchorage, AK: Section of Epidemiology, Bulletin No. 23,
November 30,1994, . “

April 1995



Tobacco: Its Prevalence and Impact (page 4)

> Tobacco use is a major risk factor for diseases of the heart and blood vessels; chronic
bronchitis and emphysema; cancers of the lung, larynx, pharynx, oral cavity, esopha-
gus, pancreas, and bladder; and other problems such as respiratory infections and
stomach ulcers.I7
* Smoking accounts for 21 percent of all coronary heart disease deaths, 87 percent of lung cancer
deaths, and 30 percent of all cancer deaths.18

> Cigarette smoking during pregnancy accounts for 20 to 30 percent of low birth weight
babies, up to 14 percent of pre-term deliveries, and about 10 percent of all infant
deaths.19

> The Surgeon General reports that tobacco use in adolescence is associated with a

range of health-compromising behaviors, including being involved in fights, carrying

weapons, engaging in higher-risk sexual behavior, and using alcohol and other
drugs.2®

» Cigarettes and smokeless tobacco are generally the first drug used by young people in a
sequence that can include tobacco, alcohol, marijuana, and hard drugs.2L

FNVIRQNMENTAL TOBACCO SMOKE

> Smoke from other people's dgarettcs-known as Environmental Tobacco Smoke
(ETS)-has been identified as the third leading cause of preventable death in the
United States, behind active smoking and alcohol related deaths. ETS causes more
than 53,000 deaths per year from heart disease and cancer.2

> For every eight smokers killed as a result of smoking-related illnesses and disease,
one non-smoker dies from exposure to environmental tobacco smoke.5

"Alaska Division of Public Health. October 1994.
"Alaska Division of Public Health. October 1994.
"Alaska Division of Public Health. October 1994.
Centers for Disease Control and Prevention. 1994.

"Centers for Disease Control and Prevention. 1994.

"Glantz, SAand Parmley, W. 'Passive Smoking and Heart Disease: Epidemiology, Physiology, and Biochemistry,' Orculallon, Volume 89,1991,
1-12 as reported In California Healthy Giles Project Tobacco Control In Californio Otlcs:A Guide forAclon. Sacramento, CA: California Depart-
ment of Heallh Services.

April 1995



Tobacco: Its Prevalence and Impact (page 5)

> Environmental tobacco smoke is a cause of lung cancer in non-smokers. It also can
precipitate or worsen the symptoms of pneumonia, asthma, bronchitis, and allergies.”

> Environmental tobacco smoke is linked to between 150,000 and 300,000 annual cases
of respiratory tract infections in children up to 18 months old.”

> Hie U.S. Environmental Protection Agency has classified environmental tobacco smoke
as a Class A Carcinogen-a substance known to cause cancer in humans for which
there is no safe level of exposure.”

ECONOMIC IMPACTS OF TOBACCO USE

N Smoking costs tha American public over $100 billion each year in health care costs
and lost productivity.Z/

> In Alaska, the estimated total cost attributed to smoking in 1991 was $127.6 million
for persons age 35 and older. Of this, $45.6 million was for direct health care costs,
equivalentto $220 per Alaskan or $941 per current smoker in this age group.2

V V V

This fact sheet was produced with funding from the Robert Wood Johnson Foundation’s grant, Trampling
Tobi.jco:A Winning Tobacco Control Strategy forAlaska.' For further information, contact the American Lung
Association at 907/276-5864 or the Alaska Department of Health and Social Services, Health Promotion Program
at 907/465-3140.

“ U.S. Environmental Protection Agency, 1990.
“ Alaska Division of Public Health. Alaska Cancer Control Plan. Anchorage, AK: Section of Epidemiology, January 1994.

a U.S. Environmental Protection Agency. Passive Smoking of Environmental Tobacco Smoke. Washington, D.C: US. Environmental Protection
Agency, 1993.

“ US. Environmental Protection Agency. Respiratory Health Effects of Passive Smokinr sung Cancerand Other Disorders. EPA/600/6-90/006F,
December 1992.

"Office of Technology Assessment, US. Congress. 'Smoking-Related Deaths and Financial Costs,' Novermber 1993,
“ Slate of Alaska Epidemiology Bulletin. 'Costs of Smoking In Alaska, 1991." November 30, 1994.

April 1995



CitizensTo Protect Kids fro/mTobacco

1057 W. Fireweed Lane, Suite 204 « Anchorage, Alaska 99503 « (907) 277-8696 « Fax: (907) 263-2073

‘Cigarette taxes..are the most effective way to discourage tobacco use
amongyoungpeople...Increasing the uga_rette tax couldbe one o fthe
most importantpublic health measures this country has ever taken.” i

- former U.S. Surgeon General C. Everett Koop

Increased toacoo taxes will save Inves and protect our kids.
-The 19% U.S. Surgeon General's rePort Preventing Tobacco UseAmong Young People affirms that
increasing tobacco taxes will have a strong impact on children because they are more price sensitive
than adults. As stated inthe report; *...the Iar?e amount of empirical literature [incicates that
increased] taxes on cigarettes would significantly reduce overall rates of cigarette smoking. Much of
-the impact of higher prices would come from...discouraging inttiation among youn%] smokers.A
Research indicates that an increase of 10% intobacco prices will reduce consumption by 4% for
acults and by between 10-14% among children. mm AN o

Increased tolacoo taxes are fair ««Tobacootaxes can be viewed asa user--
fee*to offsetthe enormous costs subsidized by the general publicthrou™publidy; funded healthtare,

by smoking totaled $50 billion in' 1993,3.0n average, each pack ofp%airAttessmoked S directlk/v il
résponsible for more than $3.90 in national health care costs and lostp'roductivity. InAlaska) the  mm
estimated total costs attributed to snnokmg in 1991was $127.6 million for persons age 35 and older.
Ofthis, $45.6 milliorvwas for direct health care costs, equivalentto $220 per Alaska or $94 1 per

' current smoker in this age group.s 't . -
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Nothing Kills Like Tobacco

S00000
Tobacco killsfar more Americans
than alcohol, car accidents, suicide, homicide, 400,000
AIDS , heroin and cocaine combined? e
Adults don't start smoking....kids do. The
average age of smoking initiation is 14.5 years %

old.s About 3,000 kids start smoking each
day and ofthose nearly a third will die from a 300,000
tobacco related illness.?

“Tobacco taxes are fair because tobacco .
kills hundreds ofthousand of Americans each
year; because there is no safe level of
tobacco use; because tobacco is highly



GARETTES KILL MORE AMERICANS THAN AIDS,
ALCOHOL, CAR ACCIDENTS, FERES, ILLEGAL
DRUGS, MURDERS AND SUICIDES COMBINED.

reties  Alcohol Car Suicide AIDS  Homidde Illegal FLrea
Accidents _ Drags

inters For Disease Control, U.S. Department of Health and Human
Chart produced by tha Coalition on Smoking OR Health.



\Tax That's Good forVYou

ealth-related taxes are differ-

H ent." Thats what President

Clinton said when he sug-

gested a hefty rigarp.ttp tax—perhaps

is much as $2 a pack—as one of the

vays to pay for the health care reform

:hat most Americans know we need.
He’s right.

Acigarette tax is different because
it helps almost everyone. A substantial
cigarette tax would benefit not only
the entire nation by helping to provide
more accessible health care at a lower
cost, but it would also benefit partic-
ular groups; smokers would benefit
because it would help them to quit;
r.onsmokers would benefit because the
air they breathe would have less
harmful smoke; children would benefit
because fewer kids would get hooked
on cigarettes; and—ifthe tax is done
right—even tobacco fanners could
benefit. The only real losers would be
the tobacco industry, which has made
its profits by lying to the American
people about the dangers of smoking.

But the tobacco industry lobbyists
are pressuring the President to back
down, to settle for a cigarette tax as
low as 50 cents, and they’re linking
arms with tax opponents in Congress
to defeat this critical part of health
care reform. Mow, more than ever,
President Clinton needs to remember
his own words—for cigarette taxes are
different indeed.

C Everett Koop, MD. wessu a from 1961
) 00D, IGeon genet;

Cigarette taxes are different
because they are the most effective
way to discourage tobacco use among
young people. In Canada, where
cigarette taxes have been raised to
more than $3 per pack, youth smoking
rates have dropped by 60% since 1980.

Cigarette taxes are different
because cigarettes kill more than
400,000 Americans each year, and rob
our economy of S68 billion a year in
health care costs and lost productivity.
Increasing the cigarette tax could be
one of the most important public
health measures this country has ever
taken. Experts predict that a $2 per
pack increase would persuade millions
of young people not to start smoking
and would help millions of current
smokers to quit. About 7.6 million
Americans would choose not to smoke
because of the tax.

Figuring that smoking kills about
a third of all those who smoke, this
tax could prevent the premature death
of at least 2 million Americans alive
today. No other single aspect of any
health care reform plan can make so
dramatic a claim. Let’s not lose this
unigue opportunity to prolong those
2 million lives just to please the
tobacco industry and its friends in
Congress.

Senators and congressmen should
be happy to find a tax that is actually
popular. Polls show that almost 80%
of. Americans—Republicans and
Democrats, young and old, men and

A TAX THAT'S GOOD FOR YOU
..................... BY C. EVERETT KOOP

by C. Euerett Koop

women—supporta large cigarette tax.
So those members of Congress elected
on a “no new taxes" pledge can go
along with this one. Cigarette taxes
are indeed different.

Even tobacco fanners could benefit
from the new cigarette tax if it is as
hefty as once planned. Most tobacco
farmers know the right and smart
thing to do is to get out of a business
that produces disease, disability, and
death, and this tax can help them make
the transition to the smoke-free
society and smoke-free economy that
lie in our future. A small percentage
of the revenue from this tax could be
returned to tobacco-growing states to
be used to help tobacco farmers
diversify. Instead of blindly opposing
the $2 cigarette tax, tobacco-state
members of Congress should be
fighting for their share of the pie to
help move their states into the
economy of the 21st century.

President Clinton says he wants
dialogue on the health care reform
package, and that should eventually
produce the plan the nation needs. But
there's already one issue on which
almost everyone agrees—a major
cigarette tax. Lets not let the tobacco
industry make victims of the public
on this one. Health-related taxes are
different; they're good for you.©

This article afg)eared in the Washington Post
September 21. 1993

World Smoking & Health
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COSTS OF SMOKING IN ALASKA, 191

K is estimated that each day 1,100 Americans will die
from tobacco use; 3,000 children will smoke their first
cigarette. In all, 419,000 smokers ried and 1.5 million
smokers quit in 1990. They an.- replaced by new
smokers, 90% of whom start to s noke before age 18.1

Cigarette smoking has substantial impact on mortality in
Alaska. Every day an Alaskan dies due to smoking*
attributable causes.

To estimate the impact of cigarette smoking in Alaska in

1991, we wused the Smoking-Attributable Mortality,

Morbidity, and Economic Cost (SAMMEC) software3

distributed by the Centers for Disease Control and

Prevention, and data from:

Anhe 1991 Behavioral Risk Factor Surveillance Survey

AMlealth-care expenditure data (from the Office on

ASmoking and Health, CDC)

» population estimates by age and sex (Alaska Dept, of
Labor) and,

o deaths by age, sex and smoking related diagnostic
category (Section of Epidemiology).

RESULTS:

Smoking Attributable Mortality — 19% of the 2,076
Alaskan deaths in 1991 were smoking related. The
proportion of all deaths attributable to smoking was higher
for males (20%) than for females (16%). For males 40%
of the smoking attributable deaths were due to
cardiovascular diseases and 37% to neoplasms, whereas for
females, 27% of smoking attributable deaths were due to
cardiovascular diseases and 42% to neoplasms (Figure 1).
Among Alaskans £35 years of age, 23% of deaths
(372/1643) were attributed to cigarette smoking.

Figure 1+Smoking Attributable Mortality by Oiagnoslic Category
\nnd Gender + Alaska, 1991
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Smoking Attributable Years of Potential Lire Lost
(YPLL) -- YPLL are the number of years that the person
died prior to their 65th birthday. An average of 4.5 years
of life were lost for each person 35 (0 65 who died from
a smoking related death in 1991.

Smoking Attributable Direct Costs - Direct health-care
ts are the costs for the prevention, detection and
ment of smoking-related diseases as well as the cost for
( bilitating smokers suffering from smoking related
illnesses.
medications, nursing home care, and other professional
services are included. The estimated total lor direct costs

in 1991 was $45.6 million for persons £35 years of a
1C7uaim t\f Iaa

Costs of hospitalization, physicians' services,

Smoking Attributable Indirect Mortality Costs —These
costs are calculated as the wages and salaries foneited by
persons who die prematurely from smoking-related causes.
An estimated $67.9 million was lost due to the indirect
costs caused by smoking deaths.

Smoking Attributable Indirect Morbidity Costs - These
costs include lost earnings and productivity for persons
disabled by smoking-related chronic diseases.  The
estimated cost Tor indirect morbidity due to smoking
was $14,1 million.

The total estimated smoking attributable cost for
Alaskans £35 years of age in 1991 was $127.6 million.

DISCUSSION:

Smoking causes substantial mortality, morbidity and
economic costs in Alaska.  Total estimated smoking
attributable costs have increased by 53% since 1989.
These estimates are conservative since 1989 U.S. Labor
Force and earnings data were used to calculate economic
costs, which are lower than Alaska annual mean earnings.
If Alaska specific health-care costs4 are used (instead of
OSH health-care national estimates), total costs are greater
e $134 million.

SAMMEC underestimates the impact of smoking for
several other reasons: 1) Estimates are based on cigarette
smoking prevalence for 1991 which are lower in recent
years than in the previous 30 years. The current burden of
most chronic diseases linked to smoking reflects previous
decades of higher smoking prevalence. 2) Estimates do
not include deaths from other conditions (e.g., such as
leukemia, and peptic ulcer disease) that may also be
associated with smoking, nor do they include mortality
caused by other forms of tobacco use (pipes, cigars, and
smokeless tobacco) or exposure to environmental tobacco
smoke.

To reduce the adverse health impacLs of tobacco use,
continued progress must be made in reducing tobacco
use, especially smoking.

Vigorous efforts are needed to prevent the initiation of

smoking, encourage smoking cessation at any age, and

protect nonsmokers from the adverse effects of

environmental tobacco smoke. Because many factors affect

smoking initiation and cessation, multiple approaches are

necessary including:

* increasing educational efforts

* reducing minors’ access to tobacco products

* increasing tobacco excise taxes

» implementing more extensive and intensive counseling
by health-care providers on smoking prevention and
cessation

» developing and enacting strong policies and laws for
clean indoor air

 eliminating advertising, especially advertising targeted
toward persons less than 18 years of age.
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Smoking Related Mortality in Alaska: 1992-94

Cigarette Smoking inAlaska

Alaska has one of the highest smoking prevalence rales in the
United States. Alaska's smoking rates are similar to those foand
in Nevada and in the tobacco-growing states’. Alaska Natives
have even higher smoking rates (Table 1). The highest smoking
prevalence is found in the Bush region, and the lowest in the
Urban region (Figure 1).

Table 1.Smoking Prevalence among Adult Alaskans by
Race and Sex

Aiaska.Nalivc2 AllRaces3
Men 46,5% 28.1%
Women 39.3% 25.0%

Figure 1. Smoking Prevalence inAlaska2

Deaths Caused, by Smoking

The Centers for Disease Control and Prevention (CDC) has
estimated that each year cigarette smoking results in
approximately 419,000 deaths in the United States . Deaths that
are related to cigarette smoking include a portion of:
cardiovascular disease; cancers of the lung, larynx, oral cavity,
esophagus, pancreas, bladder, kidney and cervix; chronic
bronchitis, emphysema, and other respiratory deathss. Smoking
also results in deaths in the perinatal period because it causes
low birth weight infants and preterm delivery.

Using software provided by CDC5, we estimate that 1,416
deaths to Alaska residents during 1992-1994 were attributable
to smoking, accounting for 19.8% of the 7,159 deaths during
that time (Table 2).

Table 2. Total Number of Deaths and Estimated Smoking
Related Deaths In Alaska 1992-94

Smokins Percent

Total Hof Related Smokin

Ouse of Death Deaths Deaths™ Relate
Cardiovascular 2,010 533 26.5%
Cancers 1,655 546 33.0%
Respiratory 503 260 51.7%
Perinatal (<12 mos) 204 14 6.9%
Total 7,159 1,416 19.8%

Smoking Related Mortality Amnng-Alcn and Women In Alaska

Of (lie 1,402 deaths among adults attributable to smoking, 912
were men, and 490 were women. Historically, men have been
smoking longer than women and many smoking deaths are

Deaths to Alaska Natives from Smoking

Alaska Natives account for 23.2% (329) of the smoking related
deaths, although they account for 16.5% of the state's
population.

ComparisQiLtQ-Qiher. Important Causes of.Death

The graph below shows how smoking compares to other
preventable causes of death in Alaska7.
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Summary

Each year, smoking.kills more Alaskans than AIDS, aircraft
crashes, alcohol, falls, fires, firearms and motor vehicle crashes
combined. Alaska Natives are at higher risk because of their
higher smoking rates.

Tobacco is considered the leading preventable cause of death in
the United States'. The majority of smokers began smoking
before 18 years of aged. In the U.S., by the 1980's, almost no
regular smoking began after the age of 189. Therefore, efforts to
decrease tobacco use In the U.S. are being directed towards
school-age  children and adolescents, including limiting
advertising and access to cigarettes .  Additional tobacco
cessation efforts inciude developing and enacting strong policies
for clean indoor air, increasing excise taxes and increasing
educational efforts.
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Excise Taxes and Preventing

Tobacco Use In Young People

e need to reexamine the
approaches taken in the
worldwide fight against
tobacco use. Ve need to consider the
evidence of our success to date, not
on the basis of justifying past action,
but with the aim of increasing our
effectiveness. Ve need to be reminded
that during our 25-year fight against
.tobacco, world cigarette production
as doubled and per .capita consump-
ecion has increased 25%

In most parts of the world, like
my own country of Canada, the
resources committed to tobacco con-
trol are very limited. This means the
few people working to reduce tobacco
use must use the most effective tools
available. It is my view that the
economics of tobacco have defeated
our worldwide efforts to date and that
turning the economics to our favor is
the single most effective thing we can
do to reduce tobacco use.

Affordability of tobacco appears to
be, for many countries, the single
largest determinant of how many
children will start smoking.

Fortunately, the cost of cigarettes
need not be determined solely by
tobacco companies. tax policy can
dictate prices and health concerns can
dictate tax policy. It is time to use
the incredibly cost-effective tool of tax

olicy as central to any strategy to
m"reduce tobacco use and to prevent

%&%&ﬁw forthe Non-Sokers:

young people from ever becoming
addicted in the first place.

The Economics of Tobacco Control

It is hardly surprising that those
who came early to the fight against
tobacco use chose the well-tried
weapons of previous health cam-
paigns; first, the search for a cure.
When that failed, we looked to health
education. Only when we-came to
realize that much greater gains could
be made, did we resort to legislative
action.

Each of these successive
approaches has been a movement
toward dealing with the source of the
problem We started with the symp-
toms and nowed to the cause. The
closer we have come to the source of
the problem thtTmore effective the
intervention has been. As we examine
the various legislative avenues avail-
able, it is clear that some are nore
effective. | believe that economics is
about the most effective tool available,
and legislative intervention in the area
of tobacco tax policy is the way to
turn this tool to our advantage.

We know that controlling tobacco
use is different from other health
battles—because the foe is not avirus
or bacteria, but a powerful industry
with avested interest in making money
from the product causing the disease.

It can fairly be said that the profits
from marketing tobacco are so great
that some companies are willing to kill

by Caad Shearor

for them. Cigarettes are very cheap to
manufacture, they are addictive, and
virtually every national market is
controlled by no more than three
companies. The result is often little
price competition, so retail prices edge
upward, and profits skyrocket.

However, there is a flaw in mar-
keting a deadly" product—buTTiun
obsolescence not of the product, hif
of itsj™ umers. The tobacco industry

"TiStojecruit new consumers to sur-
vive. The profile of these new recruits
vanes from country to country but
with one universal constant: the new
users of tobacco products arr~over-
whelmingly young people. As a result,
‘tve know mat the real baFtle is to stop
the tobacco industry from recruiting
young people. A person who has not
become a tobacco user by age 2) is ~
likely to never become one.

Wk also know that, despite decades
of health education, young people do
not grasp the magnitude of the risk
associated with tobacco use. For
example, in Canada, despite the best
efforts of health educators, a recent
surveyl found that only a small
minority could”™recaU-4hat smoking
caused hearYdisease”many did not
know thatQung cancer is fatal, and
few realized that the risk of heart
disease declines dramatically soon
after someone quits smoking.

R



But there is one piece of knowledge Figure 1: Real cigarette prices and cigarette smoking among Canadians
we and the tobacco industry have in age 15to 19

common—that price is the key. If the
price of tobacco goes down, use goes
up. Iftobacco becomes less affordable,
consumption goes down.

Price has the greatest influence
among those who are not yet addicted:
the young. The industry needs to get
them into the market.

We need to keep them out.

Cigarette Prices and Young Peopie
Evidence from the United States2
has suggested that_everv 10% increase
jjuthejgaUi.e” after inflation) price
oLxigarettes—eads-to-roughly_a
10% reduction in tobacco use among
teenagers. This evidence, which has
existed for at least a decade, led some

of us in Canada to decide to focus
on tax increases as an integral part S(l)gr7c?e: Statist1|§s8 E?anada, E{%aosur Forceégr%%y, 1991;18§rzadians a%gabgmoking: }X%gﬁpdate.
of our approach to tobacco control. Health and Welfere, Canada, 1991

These efforts have been successful.
We have obtained very large tobacco Figure 2: Tobacco taxation in the United States—avers>ge cigarette tax

tax increases that have caused dra- as a %of retail price
matic increases in tobacco prices and
resulted in stunning falls in the num- 55%
ber of young people using tobacco.
In 12 years—from 1979 to 1991 — 50%-

the real price of tobacco increased by
a total of 158% and teenage tobacco

use fell by two thirds (Figure 1). This 5

is startling progress toward the goal

of a tobacco-free society. 40%
In determining the extent to which

the decline in Canadian teenage 35%

tobacco use has been induced by tax-

based price increases, various factors 30%

can be considered. Public education
campaigns do' not explain this drop,
since countries like Canada (such as 25%
the United States) ran similar cam-
paigns but experienced no comparable

0%
decline in teenage smoking. Even our ’ 1960 1965 1970 ' 1975 1980 1985 1990

ad ban, health warnings, and laws Source: The Tax BUrcen on Tobacco. The Tobacco Institute. Volume 25, 1960, pp. 72-108,
protecting nonsmokers cannot explain



Figure 3: Cigarette consumption versus pack price—New Zealand, 1973

1991
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this fall, since these are recent slump (Figure 2) while research

measures. A 1991 study3 found that
the price sensitivity of Canadian
teenagers is much in line with what
the US studies had suggested.

Unlike many other interventions,
the impact of tax changes is immediate
and dramatic. Whereas other interven-
tions often require a great commitment
of resources, the cost of a tax inter-
vention can work out to no nore than
pennies per life saved All that is
needed is a little knowledge, some
persuasive advocacy, and persistence.

How Can We Use This Information?
It seems clear that tobacco taxa-
tion is a strategy that works. Why then
is it so underutilized? Why have so
few governments used taxes to reduce
tobacco consumption? Why have sone'
countries—like the United States—
let the tax component of retail prices

showed the impact of tobacco use and
the role of taxation in reducing such
use? Why do some governments who
are prepared to see tobacco advertising
banned, still protect the cheap ciga-
rettes produced by their national
tobacco monopolies?

One reason must be that the health
lobby has been so reluctant to put
tobacco tax increases at the top of its
agenda. Unlike the tobacco industry,
we hawe failed to realize the power
of economics. Because we are less
experienced in talking to government
finance officials than dealing with the
health departments. Because it means
talking an unfamiliar language to
people who may—at the start—be
unsympathetic.

But the experience of places such
as Hong Kong, Britain, New Zealand,
and Canada shows that the effort is

repaid many times ower. In fact, the
benefits from the impact on youth
smoking are greatly compounded by
the impact on adult tobacco consump-
tion. An analysis of countries around
the world shows the powerful inverse
relationship between price and con-
sumption. New Zealand is but one
example (Figure 3).

Finance ministers are willing to
listen to a well-presented health case.
This could be due to a combination
of pure expediency, since tobacco taxes
are a convenient way to raise money,
and a recognition of the roie of fiscal
policy in preventing disease. Once
convinced, these officials can be
powerful allies within government.

Another lesson is that tax increases
are the fastest, surest way of achieving
large reductions in tobacco consump-
tion. And that in tum opens the way
for further initiatives. Fewer smokers
meke it easier to get restrictions on
workplace smoking, to get smoke-free
transportation, and to get rid of
advertising. The higher taxes can also
increase a government’s willingness to
implement bold marking schemes that
make smuggled tobacco easier to
identify while reducing the attractive-
ness of tobacco packaging. These
measures are part of a strategy that
reinforces the message to the next
generation, that smoking is an activity-
on the way out.

Obstacles to Action

The tobacco industry resists
tobacco tax increases with an intensity-
commensurate with its certainty that
such measures reduce consumption.
The industry will throw any obstacle
in the way of a sizable tax increase.
It will also seek loopholes that keep
cheap products in the market as a lure
for those who might otherwise not



start—or quit—as the price rises.
Favorite tactics of the industry
include focusing attention on the
plight of local tobacco growers and
tobacco factory workers. It will also
attempt to portray the tax as unfair
to the poor, to enlist the services of
those with strong government ties to
oppose you, or to promote the idea
that higher taxes will increase crime.
Fortunately, all these tactics of the
tobacco industry have already been
effectively countered in some coun-
tries. Anyone now embarking on a
campaign for health-oriented tobacco
tax policies can become an “instant
expert” simply by learning the lessons
of the campaigns run to date. The
arguments the tobacco industry makes
with respect to economics can be
shown as no more credible than the
paosition the industry takes on health.
The major obstacle to date has
been the reluctance of health organ-
izations to move strongly into the
area of tobacco pricing. The tobacco
industry and governments have done
exactly as would be expected on
tobacco pricing given their respective
interests and methods of operation. It
is the “health lobby” that has been
rather absent from this Held As a

Doonesbury

result, we have left the area of eco-
nomic policy firmly in the hands of
the tobacco industry and placed our-
selves at a great disadvantage in our
efforts to reduce youth smoking.

Conclusion

If the health community remains
reluctant to get seriously involved in
the economics of tobacco, we will
almost undoubtedly see worldwide
tobacco sales continue to increase in
the foreseeable future. The increasing
affordability of tobacco is probably the
major reason world cigarette produc-
tion has doubled in the last 25 years.
If we do not move on this front, far
too many of the planet’s young
people—the people we talk so earn-
estly of saving from tobaccoHiddic-
tion—will be making their debut as
mortality statistics 25 years from now.

If we choose to get involved, to
change the economic landscape in
tobacco control, the impact on world
tobacco consumption could be beyond
anything achieved to date. The level
of smoking among young people could
be suddenly and significantly reduced.
The impact of these same price
changes among adults could lead to
an unprecedented decline in world

tobacco sales.

A quarter of a century ago, at the
First World Conference on Smoking
and Health, Senator Robert F.
Kennedy said: "The industry we seek
to regulate is powerful and resourceful.
Each new effort to regulate will bring
newwaystoevade  This isa battle
that can be won” These words are
as true today as they were when first
spoken. They are no less true in the
area of tax policy than any other area
of tobacco control. Our major chal-
lenge today is to use what we know
to finally start winning that battle. ©
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Graph 2

TOBACCO PRICES & TAXES
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ANNUAL PER CAPITA CONSUMPTION OF CIGARETTES
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Figure Is Real cigarette prices and cigarette smoking among Canadians
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The Tobacco Institute, on behalf of its member corrl%anies, respectfully submits
the following statement in opposition to House Bill 43L

THE ECONOMIC EFFECTS OF INCREASING THE ALASKA CIGARETTE TAX
BY $L00PER PACK

Alaska is considering a tax proposal that would raise the current cigarette tax b
$1.00/pack, or to $1 9c/_pagk. |OT%at tax 1s compounded in Anchorage Falrbank%/
and Juneau, by local excise taxes. In Anchorage, where over 40% of the Alaska
population resides, the local cigarette tax_is 26 cents/pack. An Ancnorage
smoker would thus pay $1.55/pack, or $15.55 per carton, 'In cigarette. taxes. To
PUt things in perspective, the Alaska cigarette tax would be nedrly Stimes larger
han thé average state cigarette tax (32 cents/pack) and nedrly double the
current top cigarette tax.

Whep cigarette, taxes reach such a stupendous level, man¥ of the famjliar
problems associated with excise taxes become sharpened. Tax evasion IS a
grlme anmér)l_e._ This proposal ..rovides powerful mcenélves for sm Ilng.
mugglers r_mgmg in mgarette,s from lower tax states could make over $10 per
carton in profits. A smalf’ container-load would have a profit potential in excess
of $50,000. Alaska already has a well documented tax evasion problem with
military bases. There are over 50,000 military personnel, including retirees and
dependents, bu%mg ccljgarettes free of state taxes.at these bases. “A 1996 study
by Peat Marwick found"that an astounding 45 million packs of cigarettes are sold
throu?h military bases in Alaska, This represents an incrediblé 84% of taxable

reported sales in Alaska (536 million packs).

With tax saving opportunities such as these, Alaska would become like Canada.
In the Canadian government estimated that smuggling accounted for
almost 50% of all cigarette sales. In 1994, their cigarette taX was reduced in the
major provinces by over $2.00/pack in order to break this smuggling epidemic.
In “announcing the cuts, the Canadian Frime Minister Jean  ‘Chretain said:
“Smu%gll_ng 1S threatenln?_the safety of our communities and the livelihood of
|law-aiding merchants. Iis a threat'to the very fabric of Canadian society.



3y encouraging a massive underground market, Alaska would also make it more
ditficult to Keep cigarettes out of the hands of youth. Black_marketers do not
respect youth accéss laws any more, than they do tax laws. The surest way to
control youth sales is by working with legitimate retailers, not smugglers. * B
8,rfer,at|ﬂg an illegal markét, Alaska would Simply be making those efforts more
ifficult

Another casualty would be Alaska’s Ie(]]mmate retailers. -According to the Peat
Marwick study, Tetailers could eventually loss 52% of their sales.” In Canada,
retallers hadlost so much that they Pr tested by selling smuggled smokes to
hordes of delighted smokers at cut-rate prices. The huge drop In Alaska sales
will also mean substantlaIIFy lower revenugs for the government than forecasted
by Alaska’s Long, Range Financial Planning Commission. Peat Marwick found
that the Commission overestimated revenues by 12%%

The enormous tax increase would unfairly punish a minority population for goods
and services designed to benefit all of Alaskan some% An average smoker
would pay over $§8r ear In state cigarette taxes For the 30% of Alaskan
households making $30,000 or less, this’Is an incredible burden to bare. What
other demographic group in Alaska pays this much in total taxes?

SMOKING AND TAXES

There exists an incorrect assumption that high state cigarette taxes discourage
cigarette consumption.

On close examination, that assumption is without foundation. _Smokmg rates
within a gn_/en state are a function of a variety of demographic and Cultural
factors. Price is not considered to be one of them. In fact, ‘economists have
proven statistically that cigarette consumption is nsensitive fo price ang taxes.
As economists plt it, taxes have a very inelastic, or unresponsive effect on
cigarette demand. Clearly there are more powerful forces in play.

Utah, for example contradicts the assumption of low taxes equaling higher
consumption. Utah has the lowest adult smoking rate in the country. Italso has
a cigarette excise tax that is lower than the national average. When one takes
into "account. the presence and culture! influence of the Mormon population -a
g%uees%gﬁh vigorously opposes cigarette smoking -the contradiction Is easy to
i

Opponents of tobacco products point to the apparent_connection between low
tax states and high rates of tobacco consumption. They fail to mention that
many of the low tax states also grow tobacco. The strong tobacco heritage of
these states. and the relative social acceptabmty of tohacco there easily account
for the marginally higher consumption rates.



In fact, ,%,he smokmﬂ rates (?f the 10 states with the lowest cgarette tax?s are not
as significant as one IS led to believe. On av,eraqe, about 25% of adults smoke
In thé ten |ow tax states, compared to the national average of 22%. This Is not
a large difference, and s most likely explained by the heritage of tobacco
Qrowing, not taxes.

State, taxable cigarette sales are a good indicator of patterns across states.
Consider per capita sales in Massachusetts (77 packs/per year) versus per
capita sales in New Hampshire (158 packs/ per Vear). Since cigarétte taxes are
significantly higher in MA (5L cents/pack) than in Neiv Hampshire (25 cents/pack
and no sales taxg this pattern would seem to buttress the assumption that ,h|%her
taxes equal lower consumption. But is it reasonable to believe the NH residents
really smoke double the amount of cigarettes compared to smokers in MA? The
answer Is clearly no. What is the reason for this discrepancy? Tax evasion.

New Hampshire is a will known consumer's mecca -a place for consumers from
high tax states to stretch the family budget. A 1996 study by Price Waterhouse
folind that nearly 40% of New Hampshire's cigaretté sales were sold to
consumers from another state- mostly people from Massachusetts, Infact, along
the MA-NH border the number of people employed (per 1000 of population) in
tobacco,. alcohol bevera% and gas retailing s about 2 times greater in New
Hampshire compared to"Massachusetts. When adjustments are made for such
tax evading sales, adult smoking rates are practically the same in both states.

In Washington State, the same tax evasion dynamic js at work. Even though the
Washington cigarette tax is very high, data Shows that adult smoking ratés are
ac_tualh{ hlgger In Washington compared to low tax Oregon and Idaho.” However,
using taxdnle sales as ‘an indicator, we see that Washingtons per capita
%B%tgﬁ )sales of 65 packs is much lower than in Oregon (% packs) and Idaho

The reason?

Washington’s residents, have known for 20 years or more that the way to beat
sales and excise taxes is to head for the Indian reservations, military bases, and
bordering states. A recent study by Washington's Department “of Revenue
estimates that a stag%e/\;mg 27% of Washmgton C|g|arette sales represent such
fax evading sales. ““When these tax evading sdles are factored in, actual
Washington cigarette consumption rises to over 8 packs per capita -close to
the average per capita consumption for the Northwest.

The basic lesson s that when cigarette taxes are raised by & large amount,
consumers take advantage of our fiscal federalism and shop In a State or tax
free zone where they car save money. When the dust settles few people hove



been dissuaded from smoking. Smokers sim I(}{shop where the tax is lower and
respect for the law takes another step backward.

(A copy of the KPMG report has been provided for review by the committee.)
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ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W. 11th St + Juneau, Alaska 99801-1510
(907)586-1083 + Fax (907)586-2995

19ss

January 31, 199

he Honorable Cynthia Toohey, Co-Chair
he Honorable Con Bunde, CO-Chair

e Honorable Ga\ry Davis

he Honoraple Al Vezey

ne Honorable Norman® Rokeberg

he Honorable Tom Brice .

e Honarable Caren Robinson

House HESS Committee

Alaska State Capitol

Juneau, AK 1-1182

———————
j— T

Dear House HESS Committee Members:

The Association of Alaska Schqol Boards has established child advocacy as
one of our top, priorities. Our mission to promote parental, public, and social
service commitment to the shared reSPODSIblllty of educating all children
enables us to address issues that deal with the health and safety of Alaska’s
children. To this end our membership adopted a resolution at the 1995 AASB
Annual Conference which recommends increasing tobacco taxes in order to
reduce the accessibility of tobacco by teens.

We are pleased that the HESS committee has agreed to hear testimony on hills
which work to prevent tobacco addiction among our children. We believe that,
through the combined influences of tax levies, Strict law enforcement, and
quality education, we can all have a hand in preventing our children from
becoming addicted to tobacco.

AASB supports Ie%islation which keeps our kids tobacco free, Thank you for
your commitment To the health and well-being of Alaska’s children.

Sincerely,

Carl F. N Rose
Executive Director



ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W. 11th St. « Juneau, Alaska 99801-1510
(907)586-1083 + Fax (907)586-2995

Position Paper

Increase in Tobacco Tax

In order to address the risk to the health and safe hildren and uth that tohacco relate
(Eucts represent, the Assomatmn of Al?asia% %o[ %oar sstroné supportsqegls ation which

wou ld i mcrease the cigarette tax.

After a review of thg eargh Wﬁ tahet IS osmonb ause:
* nicotine is an addictive drug that has éj roven Harmful to (iglldre%
J the averageteena esmo rstartssmo 8 at 412yearso and becomes a daily smoker

efore the age
J ';People do %et begm to smoke as teenagers or children, it is unlikely they will ever do so;

a
ﬁidren tend to vastly underestimate the likelihood that they will become addicted to nicotine.

ke NEes 215 of 12 ade

Tobacco use |s a problem among Alaska’s teens. 27% of 12th
VS repart daily Use of cigarettes. Rates are highest among Afaska
girfs and 21% ot 12th grade boys.

gubhc he%Ith %trrgitse |e§ ava|rlla(1:ble {% ngggm? to?u %%C% l\J/?ng reaﬂ]nq[ﬁobtacco
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15gana a, bet een 1979 and 1991, h|gJ1rertaxr tes |nc ea ed the real price of tobacco by

ercent an teenage onsumgtlon gﬁ Irds.
« InCal |orn|a8 ar tte% % rﬂ lined Be 23(_)24 ?ercentgrom 26.7 percent in 1988 to 20.4
percentin 1992) after Call rmia approved a 25 cent excise tax Increase.
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he ave pecome Og %XO% NSl gomm ourgoa otect t
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1/31/96



ASSOCIATION OF ALASKA SCHOOL BOARDS
316 W, 1S + Juneau, Alaska 99801-1510
(907)586-1083 + Fax (907) 586-2995

YR AR

SUBJECT AREA: FUNDING

96-23

INCREASE IN TOBACCO TAX

WHEREAS, Alaska has the sixth highest rate of smoking nationally and the sixth highest rate of
smoking-related deaths; and

WHEREAS, 32% of Alaskan girls smoke or chew tobacco daily, and 36% of Alaskan boys smoke
or chew daily; and

WHEREAS, nearly 84% of Alaskan adults started smoking between the ages ol 10 and 20 years
of age;and

WHEREAS, smoking is illegal by youth under the age of 19; and

WHEREAS, smoking accounted for 19% or deaths in Alaska in 1991, averaging 1 per day; and

WHEREAS, the estimated direct health care cost attributed to smoking in '991 was $45.6
million for persons 35 and older; and

WHEREAJ9, between 1979 and 1991 in Canada, increasing the tax rates by 158% decreased
the teenage consumption of tobacco by 67%; and

WHEREAS, the US Government Accounting Office has determined that for every 1% increase
in the price of cigarettes, 1% fewer teenagers will smoke; and

WHEREAS, Alaska’ tobacco tax was last increase in 1989, and as of 1992 only 20 states had
lower tobacco taxes than that of Alaska; and

WHEREAS, a recent survey of 615 Alaskans found that 65% of respondents favored a $0.75
increase in the sale tobacco tax if the money went toward health programs; and

WHEREAS, Ihe current cigarette tax is $0.29 per pack or 25% of the wholesale price of other
tobacco products;

NOW THEREFORE BE IT RESOLVED that the Association of Alaska School Boards supports
legislation which would increase the cigarette tax an additional $1.00 per pack (to be
indoxed yearly to inflation) and an increase on other tobacco products an additional
75% raising an estimated $43 million.
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STATE OF ALASKA Bill Version:
FISCAL NOTE il Version:  hb 435
1995 LEGISLATIVE SESSION (H) Publish Date:  1/19/96
Revision Date: Dept. Affected: Community & Regional Affairs
Title: An Act relating to employment contributions * BRU: Employment/Training/Rural Dev.
and the stato training program Component State Training & Employment Pgm.
Sponsor: Rules Committee
Requestor ~ Governor COMPONENT SERIAL NO. 1012
Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 97 FY 98 FY 99 FYO0O FY 01 FY 02
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL -11.0 -11.0 -11.0 -11.0 -11.0 -11.0
CONTRACTUAL -87.1 -87.1 -87.1 -87.1 -87.1 -87.1
SUPPLIES L= -2.2 -2.2 -2.2 -2.2 -2.2
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS -2,065.1 -2,065.1 -2,065.1  -2,065.1  -2,065.1  -2,065.1
MISCELLANEOUS
TOTALOPERATING -2,165.4 -2,165.4 -2,165.4  -2,1654  -2,165.4  -2,165.4

CAPITAL EXPENDITURES 7

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other 1007 I/A -2,165.4 -2,165.4 -2,165.4  -2,165.4  -2,165.4  -2,165.4
TOTAL -2,165.4 -2,165.4 -2,165.4  -2,1654  -2,165.4  -2,165.4
Estimate of currentyear (FYS6) costs: $2,165.4

POSITIONS: A
FULL-TIME 0 0 C 0 o 0
PART-TIME

TEMPORARY

ANALYblb: (Attach a separate page itnecessary)

This bill makes the state training and employment program permanent. The program is funded by a
worker contribution on one-tenth ofone percentofcovered wages collected by *he Department of
Labor. Thisis done atno additional cost to the worker by giving a credit of this amount for the
employee contribution currently provided forin AS 23.20.290. Budgetnumbers for information

only; this shows impactiflegislation does not pass.

Prepared by: Remond Henderson. Director Phone: 465-4708
Division: Division of Administrative Services . Date: 01/04/96
Approved by Commissioner: Date: 01/04/96

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page 1 of 1
I

COMMITTEE COPY [I'iSCAL NOTE - C&RA - STATE TRAINING & EMPLOYMENT PROGRAM



No. 2

Bill Version: HB 435

STATE OF ALASKA

1995 LEGISLATIVE SESSION FISCAL NOTE (H) Publish Date:  1/19/96
Revision Date: Dept. Affected: Community & Regional Affairs
Title: An Act relating to employment contributions BRU: Employment/Training/Rural Dev.

and the state training program Component Statewide Seivice Delivery

Sponsor Rules Committee
Requestor;  GOVErNOr COMPONENT SERIAL NO. 1178
Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 97 FY 98 FY 99 FYO0O FY 01 FY 02
PERSONAL SERVICES -63.6 -63.6 -63.6 -63.6 -63.6 -63.6
TRAVEL -18.3 -18.3 -18.3 -18.3 -18.3 -18.3
CONTRACTUAL -43.0 -43.0 -43.0 -43.0 -43.0 -43.0
SUPPLIES -4.0 -4.0 -4.0 -4.0 -4.0 -4.0
EQUIPMENT -1.5 -1.5 -1.5 -1.5 -1.5 -1.5
LAND & STRUCTURES
GRANTS, CLAIMS -1,328.2 -1,328.2 -1,328.2  -1,328.2  -1,328.2 -1,328.2
MISCELLANEOUS
TOTAL OPERATING -1,458.6 -1,458.6 -1,458.6  -1,458.6  -1,458.6  -1,458.6

CAPITAL EXPENDITURES

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA
Other 1007 /A -1,458.6 -1,458.6 -1,458.6  -1458.6  -1,458.6  -1,458.6

TOTAL -1,458.6 -1,458.6 -1,458.6  -1,458.6 -1,458.6  -1,458.6
Estimate of current year (FY96) costs:

POSITIONS:

FULL-TIME 1.0 -1.0 -1.0 -1.0 -1.0 -1.0
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page ifnecessary)

This bill makes the state training and employment program permanent. The program is funded by a
worker contribution on one-tenth ofone percentofcovered wages collected by the Department of
Labor. Thisisdone atnoac'l' mm osttothe workerby giving a credit of this amount for the
employee contribution curre; Nided forin AS 23.20.290. Budgetnumbers for Information

only; this shows impactiflegislation does not pass.

Prepared by: Remond Henderson, Director ( lyesig ZX X sfchonv.  465-4708
Division: Division of Administrative Services Date: 01/04/96
Approved by Commissioner: fti—" Date: 01/04/96

Agency: Community & Regional Affairs
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page 1 of 1

WIil'IMITTEE COPY F1ISCAL NCTE ~ cSRA ~ statewide service delivery #2



No. 3

FISCAL NOTE Bill Version:___ HB 435

STATE OF ALASKA BILL NO. (H) Publish Date: 1/19/96
1996 LEGISLATIVE SESSION

Revision Date:_ Depairtment Affected: Labor

Title: ~"An Actrelating to employment BRU: Employment Security

contributions and the state training program..." Component: State Training &

Sponsor Rules Committee Employment Program

Requestor. Governor COMPONENT SERIAL NO. 1184

OPERATING FY 97 FY 98 FY 99 FYO00 FY 01 FY 02

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 3,946.2 * 3,946.2 * 3,946.2 * 3.946.2 * 3,946.2 3,946.2 %

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOQOUS

TOTAL OPERATING 3,946.2 * 3,946.2 » 3,946.2 * 3,946.2 * 3,946.2 * 3,946.2 *

CAPITAL I [

CHANGE IN REVENUE

FUND SOURCE #
FUNDING: (Thousands o Daollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 RF/Program Receipt

100f GF/MHTIA

1054 St Empl & Tmg Pgrm 3,946.2 * 3,946.2 % 3,946.2 * 3,946.2 * 3.946.2 * 3,946.2 *
TOTAL 3,946.2 * 3,946.2 * 3,946.2 * 3,946.2 * 3,946.2 * 3,946.2 *

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY96) impact; $ None

ANALYSIS: (Attach a separate page if necessary)
This bill makes the State Training and Employment Program permanent. The program is funded by a worker
contribution of one-tenth of one percent of covered wages collected by the Department of Labor. This is dono
at no additional cost to the worker by diverting a portion of the employee contribution currently provided for in
AS 23.20.290.

* Perinstruction from the Office of Management & Budget, to avoid disruption to other budgets which rely on this
funding, existing expenditure authorization has not been deleted from the department's operating budget. The
amounts shown abjryftpro fpribformational purposes only.

Prepared byf. "Rebep”aTlJance, Dltej: Phone: 465-2712
Division:. Employment Security Dlvislop- Date; 12712195

Approved by Commissioner Tom Cashen, Commissioner
Agency: Departmentof Labor Date: 12112195

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

corvnscai NOTE _ LABOR _ STATE TRAINING & EMPLOYMENT PROGRAM



STATE OF ALASKA
19 LEGISLATIVE SESSION

Revision Date:

V&

FISCAL NOTE bitt VErsIOn:  hb_A3s

(H) Publish Date: 2/15/96

Dept. Affected: Office of the Governor

Title: "An Actrelating to employment contributions and BRU: Commissions/Special Offices
to making the state training and employment program a permanent.." Component: Human Resource Investment

Sponsor: Rules Committee

ouncil

Requester: Governor

Expenditures/Revenues
OPERATING EXPENDITURES

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other

TOTAL

Estimate of any current year (FY96) cost: §

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

FY 97

0.0

0.0

C
COMPONENT SERIAL NO. 2055

(Thousands of Dollars)
FY 98 FY 99 FY 100 FY 01 FY 02

0.0 0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0 0.0
0.0

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call tho Governor's Legislative Offico

c6M m m DvopY zero EISCAL NOTE

- GOVERNOR - HRIC



(/ OUSE COMMITTEE REPC .T

Date Referred to Committee: January 19, 1996 FURTHER REFERRALS: N HESM
State Affair?
Financi

Date cf Committee Action:
HB 43:

The LABOR AND COMMERCE Committee considered:

HOUSE BILL NO. 435 STATE TRAINING & EMPLOYMENT PROGRAI®

“An Act relating to employment contributions and to making the state training and employment program a pcrmanen
state program; and providing for an effective date.”
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PO Box 110001

Ton (]
G(O\,ERNOR = Junoau. Alaska 99811-0001

(907) 465-3500
Fax (907) 465-3532

State of Alaska
OFFICE OF THE GOVERNOR

JUNEAU

January 19, 1996

The Honorable Gail Phillips
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Phillips:

Under the authority of art. 111, sec. 18 ofthe Alaska Constitution, I am transmitting a bill
making the state training and employment program (“STEP”) a permanent state program.

The STEP is an integral component of Alaska’s job training program and has enabled
participants to increase their average quarterly earnings from nine to 12 percent. The STEP
was established as a temporary, pilot program in 1989 and has been extended twice —in 1991
and 1993. Since its inception, STEP has trained 4,890 Alaska workers at an average cost of
52,000 per participant which is covered by Alaska employees. The program is financed
entirely by employee payroll contributions with no employer contributions or general fund

monies.

The STEP serves workers who would often be ineligible for employment training assistance
through other programs. It offers workers the opportunity to acquire skills by investing in
themselves, and helps those workers who have been displaced from theirjobs to leam more
skills. Nearly 60 percent ofthose entering the program are receiving unemployment benefits,
and over 80 percent of the participants successfuly complete the training and increase their
employment opportunities.

The STEP will expire June 30, 1996, unless renewed by the Legislature. As federal training
money decreases from year to year, continuing STEP and making it a permanent program will
help Alaskans receive the training they need to respond to the changing needs of business and
industry.

I urge your support of this important bill.

Sincerely,

Tony/K/owles
Governor

TRANSMITTAL LETTER



SECTION BY SECTION ANALYSIS
House Bill No. 435

Section 1 of the bill describes the labor market conditions which support a finding
that a state training program is needed to provide a trained Alaskan work force.
The goals of the program are to reduce claims for unemployment benefits, foster
new jobs, and provide opportunities for economically displaced workers.

Section 2 of the bill amends AS 23 by adding a new chapter 23 to establish the
temporary state employment and training program (STEP) as a permanent state
program. This new eight-section chapter (AS 23.23.010-23.23.900) closely follows
the original language in the 1989 temporary program legislation, with some
technical changes. The new sections are as follows:

AS 23.23.010 creates the STEP program as a permanent program in
the Department of Labor to finance and award grants to employment
assistance and training entities. It also requires these entities to make
accounting records available for inspection by appropriate state

agencies.

AS 23.23.020 establishes an. employment assistance and training
account in the general fund and provides for separate accounting of
the money. The Legislature may appropriate these funds to the
department to implement the program and may appropriate lapsing
funds back to the unemployment compensation trust fund.

AS 23.23.030 provides the funding mechanism for the program. It is
funded entirely by a small employee contribution of one-tenth of one
percent of wages subject to unemployment insurance contributions.
The employee is given a credit against the unemployment tax equal to
the STEP contribution, so this provision in effect diverts part of the
employee unemployment insurance contribution to fund STEP. The
STEP programs would thus be closely tied to unemployment insurance
outlays that would otherwise occur.

AS 23.23.040 targets the primary population eligible for the program.
The intended target group consists of Alaska residents who are current,
past or future unemployment insurance claimants. The first targeted
subgroup includes current unemployment insurance recipients and
those who have exhausted benefits in the previous three years. The

I
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second subgroup includes workers who are employed but likely to be
displaced by job-elimination or other industrial changes. The third
subgroup includes people who have worked in covered employment
during the last three years but are not eligible for unemployment
benefits because they are working in seasonal, marginal, temporary or
part-time jobs, or are underemployed. This makes training available
to a number of Alaskan workers currently not eligible for federal job
training programs.

AS 23.23.050 defines the services that must be provided by a grantee
under the program. Services include industry-specific training; on-the-
job training; classroom training; support services; relocation assistance;
and tools, work-related clothing and safety gear.

AS 23.23.060 defines the duties of the department in awarding grants
to the Alaska Human Resource Investment Council. The council may
use the grants to administer employment and training programs or to
award p:iot project grants to other qualified entities. The section also
directs the department to annually provide to the council a priority list
of targeted projects or services, if a grant is awarded to the council.
In making the list, the department must solicit and consider comments
from the Department of Community and Regional Affairs, Department
of Education, Department of Commerce and Economic Development,
University of Alaska, organized labor, the council, and the service
delivery areas established for the council. Finally, this section gives
the department authority to adopt regulations implementing the
chapter.

AS 23.23.070 sets out the duties of the Alaska Human Resource
Investment Council in awarding STEP grants to qualified employment
assistance and training entities. It provides controls to insure the
integrity of the training entities, and insures the program will not
compete with or displace other training programs or training money.

AS 23.23.900 defines terms used in the chapter.

Section 3 of the bill provides an effective date of July 1, 1996, for the program.



TONY KNOWLES, GOVEHNOR

DEPARTMENT OF LABOR P.O. BOX 21149
JUNEAU. ALASKA 99802-1149

PHONE: (907) 465-2700

OFFICE OF THE COMMISSIONER FAX: (907) 465-2784

March 28, 1996

The Honorable Norman Rokeberg
Alaska State Legislature
State Capitol, Room 110
Juneau, AK 99801-1182

Dear Representative Rokeberg:

Thank you for your interest in House Bill No. 435, relating to the
State Training and Employment Program (STEP) . This 1is in response
to your questions concerning how the distribution of STEP funds 1is
determined, and what communities are located within each State
Delivery Area (SDA).

STEP funds are used to train unemployed Alaska residents. A
funding formula developed by the Department of Labor"s Research &
Analysis section and approved by the Alaska Human Resource
Investment Council 1is used by the Department of Community and
Regional Affairs to distribute STEP funds to the SDAs.

The formula 1is updated annually using labor market statistics.
Pertinent statistics, by SDA, include the number of:

1 Ul claimants;

2) workers earning less than the annual average wage;

3) women Ul claimants;

4) minority Ul claimants;

5) unemployed parents; and

6) Ul claimants with Ul benefits reduced to pay child support.

The Department of Labor also conducts a training needs survey each
spring to determine those occupations and skills that are expected
to be in high demand in the coming year. Professional business
organizations, Native corporations, private and public training
institutions, and unions are asked to participate in the survey.

Those communities within the Municipality of Anchorage and the Mat-
Su Borough are in the Anchorage SDA; those communities within the
Fairbanks North Star Borough are within the Fairbanks SDA; and the
balance of the communities in the state are in the Alaska Statewide
SDA. Enclosed 1is a list of the individual communities 1in the

Statewide SDAs.



The Honorable Norman Rokeberg
March 28, 1996
Page 2

If you have any other questions, don"t hesitate to contact me; and,
again, thank you for your interest.

Sincerely

Dwight: Perkins
Special Assistant to
the Commissioner

Enclosure
cc: Arbe Williams, Director, ASD

Rebecca Nance, Director, ESD
LeRoy Davis, Program Manager, ES, ESD



Adak Station
Akhiok
Akiachak
Akiak
Akutan
Alakanuk
Alatna
Alcan
Aleknagik
Allakaket
Ambler
Amchitka
Anaktuvuk Pass
Anchor Point
Anderson
Andreafsky
Angoon
Aniak
Annette
Anvik
Arctic Village
Atka
Atmautluak
Atqasuk
Barrow
Beaver
Belkofski
Bethel
Betties

Big Delta
Birch Creek
BrewP Mission
Buckland
Cantwell
Central
Chalkyitsik

ALASKA COMMUNITIES

Chefornak
Chenega Bay
Chevak
Chignik

Chignik Lagoon

Chignik Lake

Chiniak

Chistochina

Chitina

Chuathbaluk
ij Circle

Circle Hot Springs

Clam Gulch
Clark's Point
Coffman Cove
Cohoe

Cold Ba

Cooper Landing

Copper Center
Copperville
Cordova
Council
Covenant Life
Cral

Crooked Creek
Crown Point
Cube Cove
Deadhorse
Deering
Delta Junction
Dillingham
Diomede

Dora Bay

Dot Lake

Dry Creek
Eagle

ALASKA COMMUNITIES

STATEWIDE SERVICE DELIVERY AREA

Eagle Village
Edna Bay
Eek .\

eql
EEUE
Ekwok
Elfin Cove
Elim
Emmonak
Evansville
Eyak
False Pass
Ferry
Fort' Greely
Fort Yukon
FoX River
Freshwater Bay
Fritz Creek
Gakona
Galena
Gambell
(Game Creek
Georgetown
Glennallen
Golovin
Goodnews Bay
Gra}élmg
Gulkana
Haines
Halibut Cove
Hap‘oy Valley
Healy
Healy Lake
Hobart Bay
Hollis
Holy Cross



Homer
Hoonah
Hooper Bay
Hope
Hu%hes
ik
ydaburg
Hyder
Iﬁluglg
lllamna
lvanof Bay
Jakolof Bay
Juneau
Kachemak
Kake
Kaktovik
Kalifonsky
Kalta
Karlu
Kasaan
Kas;FIuk
Kasilof
Kenal
Kenny Lake
Ketchikan
Kiana
King Cove
King Salmon
Kipnuk
Kivalina
Klawock
Klukwan
Kobuk
Kodiak
Kodiak Station
Kokhanok

&ollganekk
ongigana
Kotlﬁ<

Kotzebue
Koyuk

Koyukuk
Kupreanof
Kwethluk
Kwigillingok
Labouchere Bay
Lake Minchumina
Larsen Bay
Levelock
Lignite

Lime Village
Long Island
Lower Kalskag
Lutak _
Manley Hot Springs
Manokotak
Marshall

Mary's lloo
l\/lcrcyarth%/

McGrath
McKinley Park
Mekoryuk
Mendeltna
Mentasta Lake
Metlakatla
Meyers Chuck
Minito

Moose Pass
Mosquito Lake
Mountain Village
Naknek
Nanwalek

ALASKA COMMUNITIES

STATEWIDE SERVICE DELIVERY AREA

Napaimute
Napakiak
Napaskiak
Naukati Bay
Nelson Lagoon
Nenana
New Stuyahok
Newhalen
Newtok
Ngg_htr_nute
Nikiski
Nikolaevsk
Nikolai
Nikolski
Ninilchik
Noatak
Nome
Nondalton
Noorvik
Northway
Northway Junction
Northway Village
Nuigsut
Nulato
Nunapitchuk
Old Harbor
Oscarville
QOuzinkie
Pauloff Harbor
Paxson
Pedro Bay
Eehcaql
erryville
P_etg}ps/burg
Pilot Point
Pilot Station



STATEWIDE SERVICE DELIVERY AREA

Pitka's Point
Platinum
Point Baker
Point Hope
Point Lay
Polk Inlet
Port Alexander
Port Alice
Port Alsworth
Port Clarence
Port Graham
Port Heiden
Port Lions .
Port Protection
Portage Creek
Primrose
Prudhoe Bay
umha%ak
ampart
Red Devil
Ridgewa
Rowan Bay
Ruby
RusSian Mission
saint George
Saint John
Saint Mary’s
Saint Michael
Saint Paul
Salamatof
Sand Point
Savoonga
Saxman
Scammon Bay
Sulawik
Seldovia

S Harbor

"Sewary
Sha&eluk
Shaktoolik
Sheldon Point
Shemya Station
Shishmaref
Shungnak
Sitka

Skagway

Slana
Sleetmute
Soldotna

[ Solomon

South Naknek
Stebbins
Sterling
Stevens Village
Stony River
Takotna
Tanacross
Tanana
Tatitlek
Tazlina

Telida

Teller _
Tenakee Springs
Tetlin

Thorne Bay
Togiak

To

Toksook Bay
Tonsina
Tuluksak
Tuntutuliak
Tununak
Twin Hills

Tyonek

ganik
Ugashik
Umkumiute
Unalakleet
Unalaska
Hnga Kalsk

pper Kalskag
Valdez
Venetie.
Wainwright
Wales
Whale Pass
White Mountain
Whitestone Logging Camp
Whittier
Wiseman
\Womens Bay
Wrangell
Yakutat



