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D e a r  S e n a t o r s  a n d  R e p r e s e n t a t i v e s ,

E n c l o s e d  y o u  w i l l  f i n d  t h e  s i g n a t u r e s  o f  

t h e  H o m e r  S o u t h  P e n i n s u l a  H o s p i t a l  

S e r v i c e  A r e a  B o a r d ,  S o u t h  P e n i n s u l a  

H o s p i t a l  O p e r a t i n g  B o a r d ,  a n d  S o u t h  

P e n i n s u l a  H o s p i t a l  M e d i c a l  P r o f e s s i o n a l  

S t a f f .  T h e s e  r e s o l u t i o n s  v o i c e  a  s t r o n g  

s u p p o r t  f o r f e m 4 3 1 .  A s  y o u  w i l l  r e a d ,  i t  

i s  a  h e a l t h  i s s u e  t h a t  e f f e c t s  e v e r y o n e  i n  

A l a s k a .  W e  h a v e  s o m e  o f  t h e  m o s t  

a s t o u n d i n g  s t a t i s t i c s  w h e n  i t  c o m e s  t o  

s m o k i n g - r e l a t e d  d i s e a s e .  P l e a s e  c o n s i d e r  

t h i s  b i l l ,  n o t  f o r  p o l i t i c a l  r e a s o n s ,  b u t  f o r  

t h e  s a k e  o f  o u r  c h i l d r e n ' s  h e a l t h  a n d  

f u t u r e .  L i s t e n  t o  t h e  v o i c e s  o f  t h e  p e o p l e .

I t  i s  t h e  m a j o r i t y  o f  A l a s k a n s  t h a t  s u p p o r t  

t h i s  t a x .  i "

9 «

^  ' " v  ~  ;
Kim Grccr RN
Tobacco Prevention & Education Alliance
d o  South Peninsula Hospital
4300 Bartlett St
Homer. Alaska W 603
235.0227



S O U T H  P E N I N S U L A  H O S P I T A L
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W h e re a s , to b acco  is the leading cause  o f  preventable death  in the coun try ,

W h e re a s , to b acco  kills I ou t o f  5 A laskans.

W h e re a s , A laska has the 28 th  low est s ta te  tobacco  excise tax but ranks sixth am ong  sm oking rates in the
coun try ,

W h e re a s , e igh ty -four percen t o f  A laskan adult sm okers s tarted  sm oking betw een  the  ages o f  10 and 20,

W h e re a s , fifty-four percen t o f  high school m ales have used sm okeless tobacco .

W h e re a s , sm okeless to b acco  cau ses cancers o f  the gum s, m outh , pharynx, larynx, and esophagus,

W h e re a s , d irec t health  co s ts  asso c ia ted  w ith sm oking-related  d iseases burdened  the A laskan econom y by
45 6 m illion in 19 9 1,

W h e re a s , sm okers u se  50%  m o re  sick leave and use  the  health  ca re  system  50%  m ore than  non-sm okers,

W h e re a s , AJaskan N atives suffer d isp roportionate ly  from  the  burden  o f  tobacco  addiction  and illness;

W h e re a s , low  incom e p o p u la tio n s benefit greatly  from  reduced  sm oking  ra tes by freeing w age earners from
disease  and decreasing  the  econom ic burden  o f  illness;

W h e re a s , h igher to b acco  p rices have proven  effective in reducing  to b acco  consum ption  particularly  am ong
youth ,

W h e re a s , it is the  responsib ility  o f  the  s ta te  governm en t o f  A laska to  d o  everything in its pow er to  blunt the
n egative im pact o f  to b acc o  on  the health o f  o u r citizens;

T h e re fo re , be it reso lved  that th e  S o u th  Peninsula H ospital M edical P rofessional S ta ff  su p p o rts  a significant
in c re a s e s  the A laska s ta te  excise tax on  cigare ttes and  on  o th er to b acco  products.

1
‘ H neboe M  D , C h ie f o f  St

• * -  -  
'  i  f r y  i . . . .

Paul R aym ond M  D / G iu R i  T o r t o r a 'M  D

4 t
Larry R ^ n d d /M  D G eo rg e  M cA nelly M D

-
Larry Marshbum M  D T h o m a s  W o l l a ,  M . D . C l a n c o y  H u g h e s ,  M .D .  

G u e s t  P h y s i c i a n
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S O U T H  P E N I N S U L A  H O S P I T A L

W hereas, tobacco kills over 400.000 Americans each year, more than alcohol, car accidents, 
suicide, homicide. AIDS, heroin and cocaine combined.

W hereas, children and teenagers nationwide constitute 90% o f all new smokers.

W hereas, smokers have twice as many job-related accidents, 50% more sick leave and use the 
health care system 50% more than non-smokers.

W hereas, Alaska has the sixth highest rate o f  smoking, and the sixth highest rate o f  smoking- 
related death in the U S

W hereas, smoking-related death and disease cost the Alaska economy S I27 6 MILLION 
DOLLARS in 19 9 1.

W hereas, 84%  c Alaskan adult smokers started smoking between the ages o f I0 & 20,

W hereas, approximately one-third of all chiidrcn who become smokers will eventually die from 
smoking related diseases,

W'hereas, higher tobacco prices have proven effective in reducing tobacco consumption, 
particularly among youth;

W hereas, the United States has the lowest cigarette taxes o f  any developed nation in the world,

Therefore: be it resolved that South Peninsula Hospital Service Area Board o f  Directors encourages the
Alaska state legislature to enact a significantly higher state excise tax on cigarettes and other tobacco products, 
and calls upon all health care providers to join in supporting these efforts and activities to help prevent tobacco 
consumption among Alaska’s youth

SOUTH PENINSULA HOSPITAL SERVICE AREA BOARD

^  (Vice-Chair)

A TTEST / )



|  S O U T H  P E N I N S U L A  H O S P I T A L

W hereas, tobacco kills over 400,000 Americans each year, more than alcohol, car accidents, 
suicide, homicide, AIDS, heroin and cocaine combined;

W hereas, children and teenagers nationwide constitute 90% o f all new smokers;

W hereas, smokers have twice as many job-related accidents, 50% more sick leave and use the 
health care system 50% more than non-smokers;

W hereas, AJaska has the sixth highest rate o f smoking., and the sixth highest rate o f  smoking- 
related death in the U.S.

W liercas, smoking-related death and disease cost the Alaska economy $127 6 MILLION 
DOLLARS in 1991,

W hereas. 84% o f  Alaskan adult smokers started smoking between the ages o f  10 & 20;

W hereas, approximately one-third o f all children who become smokers will eventually die from 
smoking related diseases;

W hereas, higher tobacco prices have proven effective in reducing tobacco consumption, 
particularly among youth;

W hereas, the United States has the lowest cigarette taxes o f  any developed nation in the world,

Therefore: be it resolved that South Peninsula Hospital Inc Operating Board o f  Directors encourages the
.Alaska state legislature to enact a significantly higher state excise tax on cigarettes and other tobacco products, 
and calls upon all health care providers to join in supporting these efforts and activities to help prevent tobacco 
consumption among Alaska's youth.
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A l a s k a  N a t i v e  H e a l t h  B o a r d

J a n u a ry  24, 1996

T h e  H o n o ra b le  B ert S h a rp  
T h e  A la sk a  S en a te  
P o st O ffice  Box V 
Ju n e a u , A la sk a  99811

D e a r  S e n a to r  S h arp :

I am  w r it in g  o n  b e h a lf  o f th e  A laska  N a tiv e  H e a lth  B oard  to  u rg e  y o u  to  s u p p o r t  
le g is la tio n  to  e n a c t m a jo r in c re a se s  in  s ta te  to bacco  tax  ra te s. T h is  g o a l is A N H B 's  
n u m b e r  o n e  s ta le  le g is la tiv e  p r io r itv  fo r FY 1997.

A la sk a  N a tiv e  p e o p le  a re  h a rd  h it  b y  tobacco  use . A rece n t D H SS b u lle tin  re p o r ts  
th a t s m o k in g  k ills  o n e  o u t o f five A la sk an s , a n d  th a t A lask a  N a tiv e s  a c c o u n t for 
23.2%  o f th e  sm o k in g -re la te d  d e a th s , e v e n  th o u g h  o u r  p e o p le  c o m p rise  o n l 16.5% 
o f th e  s ta te 's  p o p u la tio n . D iseases c a u s e d  by  to b acco  u se  re su lt in  tra g e d y  foi in d iv i­
d u a ls  a n d  fam ilie s  a n d  p lace  a tre m e n d o u s  d ra in  o n  h e a lth  ca re  re so u rces .

A lth o u g h  ..om e w ill a rg u e  th a t to b acco  taxes a re  reg re ss iv e , w e  b e liev e  th a t th e  
p o te n tia l  b e n e fit fa r o u tw e ig h s  th e  h a rm . R esearch  h a s  sh o w n  th a t a m a jo r tobacco  
tax  in c re a se  is th e  s in g le  m o s t e ffec tiv e  w ay  to  re d u c e  tobacco  c o n su m p tio n , 
e sp e c ia lly  a m o n g  k id s . T he N a tio n a l C a n c e r In s ti tu te  h a s  sa id  th a t " in c re a s in g  
to b acco  exc ise  tax es  m u s t b e  c o n s id e re d  an  e sse n tia l a n d  p r im a ry  c o m p o n e n t o f a n y  
c o m p re h e n s iv e  to b acco  co n tro l p ro g ra m ."

W e u rg e  y o u  n o t to  le t th e  to bacco  tax  q u e s tio n  g e t m ire d  in d e b a te  a b o u t h o w  to 
d e a l w ith  th e  fiscal g ap . A  m a jo r in c re a se  in to bacco  tax es  w o u ld  be ju s tif ied  e v e n  if 
th e re  w a s  n o  fiscal g ap . T he  A lask a  C o n s titu tio n  s ta te s  th a t " th e  le g is la tu re  sh a ll 
p ro v id e  fo r th e  p ro m o tio n  a n d  p ro te c tio n  o f p u b lic  h e a lth ."  W e h o p e  y o u  w ill tak e  
th is  c o m m itm e n t s e r io u s ly  a n d  in c re a se  to bacco  taxes as  a w a y  to  re d u c e  th e  le a d in g  
c a u s e  o f d e a th  in  A laska .

S in ce re !

A n n e  M. W a lk e r  
E x ecu tiv e  D irec to r

A lE uT iA H W  BH.Cf  'SlAUCS A S S O C u r ^  
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K n o w l e s  s m  T A X :  K n o w l e s  f o l l o w s  r e v e n u e  a d v i c e

p r o p o s e s  

t a x  h i k e
Tobacco, alcohol 
levies would soar
By RALPH THOMA3 
Doty News reporter

JUNEAU —  Alaskans 
would pay the nation's 
highest v.ln taxes" on to­
bacco and alcohol under 
proposals by Gov. Tony 
Knowles and others to help 
balance the state budget.

If  the proposals become 
law . tbe slate tax on each 
pack of cigarettes would i 
soar from 29 cents to 91.29 
and tbe tax on chewing 
tobacco would quadruple. 
The taxes on wine and beer 
would more than triple to ' 
nbout 10 cents for a bottle 
of beer or glass of wine. 
For hard liquor, the tax > 
would grow by more than 
50 percent to about 7 cents ' 
for a mixed drink.

Heeding odvlce from n 
bipartisan budget commis­
sion. Knowles recently pro­
posed tbe tax hikes as part 
of tbe first step In closing 
the state’s so-called "fiscal 
gap" — a perennial budget 
shortfall expected to top 
5500 m illio n  next year. 
Along w ith a 14-cents a gal­
lon fuel-tax b ike  tnat 
Knowles Is proposing, the 
Increases would raise an

| Oormmiedlrom PaQe A-1 !
estimated 9100 m illion  a 
year.

But Knowles and others 
contend raising taxes on 
tobacco and alcohol w ill do 
more than just help fix  the 
budget. They say higher 
taxes w ill reduce tobacco 
and alcohol use, especially 
among teenagers. Anti- 
smoklng groups predict a 
91-a-pack Increase In the 
cost of cigarettes would re­
duce teen smoking by more 
than o th ird .

"We ca ll them health 
taxes," said Anne Marie 
Holen, who runs an anti- 
smoking p rtgnm  for the 
A laska N ative Health 
Board.

Tobacco Industry o ffi­
cials say tbe tax hikes w ill 
not have the health bene­
fits proponents predict. 
And UqucT Industry repre­
sentatives argue that only 
a sm all percentage of 
drinkers abuse alcohol.

"It seems unfair to pun­
ish tbe vast majority of 
people for problems creat­
ed by a small m inority," 
said Bob Ester Ling, presi­
dent of tbe Alaska Wine 
and Spirlta Wholesalers As­
sociation.

The alcohol and tobacco 
tax Increases were orig ina l­
ly  proposed by Jbe Long 
KajlJe FlnanelaLrPlannlng

Com m ission , a panel 
Knowles and the legisla­
ture** Republican leaders 
appointed lost year to find 
solutions to the fiscal gap.

GOP leaders had in it ia l­
ly  balked at Introducing 
leg is lation  to Implement 
the commission's tax in­
creases, arguing the Demo­
cratic governor should 
have to sponsor the mea­
sures himself. But House 
Speaker G all Phl'llps said 
F riday the Legislature 
would Introduce tbe tax- 
hike b ills  today.

Getting the Increases In­
to law , however, w ill be no 
easy feat for Knowles. The 
tobacco and alcohol Indus­
tries have hired at least 
eight lobbyists in  Juneau. 
And Republican lawmak­
ers havo a ll but ruled out 
any new or L. Teased taxes 
until state spending has 
been sharply reduced. *

The tooacco Industry 
contributed 528.600 to state 
candidates in  the last elec­
tion cycle, while liquor In­
terests donated almost 
578.000, oocordlng to candi­
date reports complied by 
the Dally News.

The proposed tobacco- 
and alcohol-tax increases 
would put Alaska’s rates 
far above tbe rest of the 
states. That's especially 
true for the clgajette tax, 
which would Ju^p nearly

50 cents per pack above _ 
Washington state’s ra te ,' 
currently the nation's h igh­
est.

Anchorage voters last 
year o ve rw he lm in g ly  
agreed to Increase tho local 
tobacco tax, but rejected a 
proposed alcohol tax hike. 
And soma Republican* pre­
dict that, If the Legislature 
approves any tax Increases, 
it w ill be on tobocco.

"Because of tbe health 
aspects, It's probably the 
one that sells tbe most 
easily," said Senate Presi­
dent Drue Pearce, R-An­
chorage, who accepted 
92,500 In tobecoo contribu­
tions In 1998 and 1994.

Alaskans are among the ( 
heaviest smokers In the ( 
country, according to state, 
and federal statistics. In n 
recent report, stau” health

Pleeee m m  Beck Page, SM TAX
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offic ials said more than 
one La four adults smoke In 
Alaska and 20 percent of 
a ll deaths In the state dar­
ing the past two years 
were ‘'smoking related." 
1 118  rates are even higher 
for Alaska Natives.

"Each year, sm oking 
k ills  more Alaskans than 
AIDS, aircraft crashes, nl- 
cohol, fa lls , fires, firearms 
and motor vehicle crashes 
combined." tbe report sold.

Several health groups, 
Including the AlAska chap­
ters of the American Lung 
Association and the Ameri­
can Cancer Sodety, have 
teamed up with the Alaska 
Native Health Board to 
push the tobacco-tax in ­
crease.

Tbe groups are armed 
w ith studies that show 
how Increased tobacco

es have dramatically re­
duced smoking —  especial­
ly among teenagers — In 
other states and counirles. 
In  Canada, for Instance, 
where h igher taxes In ­
creased the price of tobacco 
by 188 percent over 12 
years, teenage sm oking 
dropped by two-thirds, ac­
cording to the American 
Caocer Sodety. However, 
organized cigarette xmug- 

. gllng became a significant 
problem for authorities.

"There’s probably no 
other measure the Legisla­
ture could pass that would 
do more to Improve the 
health of Alaskans," Holen 
said.

Tobacco Industry o ffi­
cials don't dispute that 
higher taxes w ill lower 
teen smoking, but say toe 
drop w ill be nowhere nvar

o f  b u d g e t  b a l a n c i n g  c o m m i s s i o n
__________________________________________________________________ what proponents predict.

"You have to realize, 
these are kids who w ill ( 
pay 15 bucks for a CD and 
100 bucks for a pair of 
tennis shoes.” said Walker | 
Merryman, rice president • 
of The Tobacco Institute In 
Washington, D.C. " I’m not 
sure an extra buck a peck 
Is going to stop them from 
smoking."

The best way to combat 
teen smoking enforce Laws 
already on the books that 
prohibit cigarette sales to 
minors, Merryman said.

Rep. Mark Hanley, R- 
Anchorage, agreed.

" I think taxes generally 
are to raise revenue, not 
affect social behavior," 
said Hanley, who accepted 
$700 In  contributions from 
P h illip  Morris In 1993 and 
1994.

But, In his annual bud- . 
get speech to the Leglsla- . 
ture earlie r this month, 
Knowles made it clear his : 
proposed tobacco tax In- I 
crease was aimed as much | 
at reducing teen smoking I 
as at dosing the fiscal gap.

"Although It’s projected 
to generate 142 m illio n , 
fr&nkly, I hopo this propos­
a l doesn't raise a single 
dollar," said Knowles, who 
d idn 't get any tobacco 
money for his election, but 
received nearly 518,500 
from liquor Interests.

New taxes not the answer
I  could believe the hendllne, "Fiscal 

crisis real, say top businessmen," on tho 
front page of the Dally Newt (Jan. 17). 
But I  could not believe wbat I  read In the 
artlde.

This coalition of business leaders (Alas­
kans for a Plan) plans to spetd nearly 
5600,000 on a statewide television, radio 
and newspaper advertising blitz to con­
vince the Alaska public that ther need to 
tolerate a new tax and smaller dividends 
in  order to avoid a flnandal abyss.

I  do not know what k ind  of business 
these leaders run, but It must be a 
state-funded business. I f  I  owned a busi­
ness (which I  do not, because I  am taxed 
■o heavily I  can't afford to start one), tbe 
last thing I  would want to do Is have the 
people taxed more, which would reduce 
their buying power.

Companies, especially In today’s busi­
ness climate, do not Invest In anything 
that w ill not benefit the companies. This 
leads me to believe that these companies 
went to the state and made a deal 
something like  this: If we convince the 
people o f  this state to accept new taxes 
ana reduced dividends, w ill you leave us 
alone and possibly reduce our taxes! And 
tbe state said yes!

Don't get me wrong; I  believe compa­
nies should have tax breaks ss incentive 
to Invest and produce Jobs.

If  these business leaders want the po li­
ticians in Juneau to fix  the so-called 
"fiscal gap" without fearing for their 
political necks next fa il, they should be 
convincing tbe politicians to a it war*eful 
spending, not convincing the Alaska pub­
lic  to accept new taxes.

—  Dour Vaufhn 
A ncborng*
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5»ate o f  A la sk a  D e p a rtm e n t o  
H e a lth  a n d  S o cu J  S e rv ic e s !
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H e a lth  S e n d e e s . S e c t io n  o f  
C p id e n v o io s y

Tanana C h ie fs  C o n fe re n c e . I n c

Y u kon  K u sko k im m  H e a lth  C o rp o ra t io n . 
H e a lth  Id u c a t k x i  D e p a r tm e n t
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Alaska Tobacco ControIAlliance 
Resolution to Support an IncreasejnJh.e.Tobacco Tax

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

W hctcas tobacco is the leading cause o f  preventable death in the 
country;

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

W hereas 73% o f  daily teen smokers who think they won’t be 
smoking in 5 years are still smoking 5 years later;

W h e rea s  8 4 %  o f  A laska adult sm okers s ta rted  sm oking  b etw een  the 
ag e s  o f  10 and  20;

W hereas tobacco kills. 1 out o f  5 AJaskans;

W hereas Alaskan Natives suffer disproportionately from the burden 
o f  tobacco addiction and illness;

W hereas it is the responsibility o f the State o f Alaska to do 
everything in its power to blunt the negative impact o f  tobacco on 
the health o f  our citizens;

W hereas smoking-related death and disease cost each Alaskan S220 
in 1991;

W hereas smoking-related death and disease cost the Alaska 
econom y S I27.6 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 o f  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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P u b l i c  O p i n i o n  P o l l  R e s u l t s

D ecem ber 14, 1995 - January  20, 1996
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► Alaska's s ta te  budget is abou t five h u n d red  m illion dollars larger than the  revenue  it w ill take in 
this year. M ost o f this revenue is from  oil and  gas taxes. P eople have d ifferen t view s abou t h o w  to 
deal w ith  th is fiscal gap. Do you th ink  the  fiscal gap can be closed  only w ith  spend ing  cuts, o r  do 
you th ink  th e  fiscal gap can be closed only  w ith  a m ix o f spend ing  cu ts  and  n e w  revenue sources?

S pending  C uts 16%
S pending  C uts and  R evenue Sources 72%

► Now, I w o u ld  like to  turn  to  tobacco  taxes. T he cu rre n t Alaska state tax is 29 cen ts  p e r  pack o f  
c igarettes. In general, do you favor o r  o p p o se  inc reasing  Alaska's to b acco  taxes by  o n e  dollar per 
pack to  h e lp  close the  s ta te ’s fiscal gap?

Strongly  Favor 49%
S om ew hat Favor 25%
S om ew hat O p p o se  5%
Strongly O p p o se  16%

► If it w as p ro v en  tha t a large cigare tte  p rice  inc rease  p reven ts  o r  reduces sm oking  am ong ch ild ren  
and  teenagers, w ou ld  you favor o r  o p p o se  raising the  state tax  by one do llar p e r pack?

Strongly  Favor 7 1 %
S om ew hat Favor 15%
S o m ew hat O p p o se  9%
Strongly O p p o se  3%

►  Do you genera lly  favor taxing o th e r  to b acco  p ro d u c ts , su ch  as chew ing  to b acco , snuff, and  cigars, 
at a h ig h e r ra te  than  cigarettes, ab o u t th e  sam e ra te  as c igarettes, o r  at a lo w e r ra te  than  
cigare ttes?

H igher R ate 8%
Same Rate 83%
Low er Rate 5%

► I w an t to  g e t your final op in ion , even  if it is d ifferen t from  th e  op in ions you ex p re ssed  earlier. All 
th ings co n s id e re d , do  you favor o r  o p p o se  increasing  A laska's to bacco  taxes by o n e  do llar p e r  
pack?

S trongly  Favor 58%
S o m ew hat Favor 15%
S om ew hat O p p o se  7%
Strongly O p p o se  18%

Tntse data are based on preliminary analysts c f tbe results o f ike Alaska Smokeless Slates Survey, a telephone survey of a 
representable sample of 820 Alaska residents 18 and cider conducted from December 11, 109$ through January 20, 1996. 
roe suney uas conducted using a single stoge, list-assisted random-digit-dialing stratified sample design. One adult was 
selected to be interviewed inthm each household The suney concerned public attitudes toward the state's budget gap and 
tobacco policy issues The margin cf sampling error (95*• sampling tntenal) for statewide estimates made for all residents is 
no more than plus or minus ■/. j  percentage points. Tbe suney was conducted by Sialbmatica Policy Research, Inc :n 
Princeton, h’cw Jersey, under contract inth tbe Robert Toed Johnson Foundation

BACKGROUND
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Graph 1

ANNUAL PER CAPITA CONSUMPTION OF CIGARETTES 
AND REAL PRICE OF TOBACCO (per 20 cigarettes) 

UNITED STATES 1954 . 1994

— Annual per capita consumption Real Price of Tobacco (1994 dollars)

Sources The Tu Burden On TbbKCO. publubed by The fcfcscco Institute, Wuhirigton.
DC, vol. 29, J994.

US. Bureau of Labor Statistics. CPI (ill items).
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F i g u r e  1 :  R e a l  c i g a r e t t e  p r i c e s  a n d  c i g a r e t t e  s m o k i n g  a m o n g  C a n a d i a n s  
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Source: S tatistics Canada, Labour Force Survey, 1991; Canadians and Smoking: An Update. 
Health and Welfare, Canada. 1991.
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Dear Se.iator Sharp.
Il looks like llicv arc at it again. Rather than creating a new batch o f  penalties for 

the cili/enry. I leel there is more that should either not bo done or needs to be undone in 
our Stale. The following is one such topic:

Most if  not all States have a Slate Motto. Such as Texas: "Don't Tread on Me". 
M issouri: The "Show M e" State etc. The m ost appropriate M otto for the State o f  Alaska, 
appropriate tor licence plates and other public display would be: " I he Mother State” as 
in: "M other knows best". "Don’t do that, it isn't good tor you". When you grow up you 
will thank m e for stopping you".

I am talking about regulations and laws that seek to control what some, (not all), 
see as inappropriate behavior. Tor example: A substantial number o f  people smoke. Vet 
we are in a tron/> to pass laws and create regulations that interfere with that choice that 
they have made and continue to make. I can readily imagine the sell satisfied smirk o f 
those that see the huddled clusters o f  sm okers outside their workplace in the rain or cold.
I am not sure the quantity o f  sm okers are even properly classed as a minority other than 
that they are slightly less than 50° o o f  the population. I do not smoke. I did for m any 
vears. quit 12 years apo and do not believe that store that it is an addiction Nnyone that 
wants to quit certainly can It is a choice they m ake and it is not the business o f  govern­
m ent to decide for them or penalize them with sidy regulations that only harass or taxes 
that inllicl real financial harm. W e might benefit from observing shat happened when 
Canada raised the cigarette taxes to S-t per pack It has turned them into a nation o f  
sm ugglers

Alcohol now carries taxes so far in excess o f  its cost that there is no lonccT any 
price \a lu e  relationship. O ur do gooder claque now proposes to further tax this comrm*dt- 
ty on the basis that they believe the money o f  the thing matters. In som e areas o f  the 
Alaska Hush a bottle o f  SIO u lnskey  goes for over a bundled and does not want for takers 
Bootleg liquor is a major business in this state and you could raise the price as much as 
you want without having the least effect on consum ption except among those 10 whom 
alcohol has little attraction.

W e are not talking about moral questions here. W e are talking about choices 
individual citizens have m ade about how they want to  live their lives. \ \  hat is next? Will 
these people controllers who know so m uch decide to  ban butter? Or potato chips * Or 
Chinese food? O r autom obiles so that we will all get healthy exercise walking to work'* 
There is a principle here. O nce sou  begin regulating behavior in this fashion it becomes 
onls a m atter o f  degree.

Cordially.

Howard L Axtell 
991 Bennett Road 
Fairbanks. Alaska 99712
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Smoking Related Mortality in Alaska: 1992-94
CiuarcltciiiiioidDiLiiLAiaska
Alaska hat one of the highe.t smoking prevalence rites in the 
United States. Alaska's smoking rates are similar to those found 
:n Nevada and in the tobacco-growing states'. Alaska Natives 
have even higher smoking rates (Table I), flic highest smoking 
prevalence is found in the Bush region, a id the lowest in the 
Urban region (Figure 1).

Table 1.Smoking Prevalence among Adult Alaskans by
Hace ond Sex

Alaska .Natuc* AlLRacca1
Men 46.5% 28.1%
Women 39.3% 25.0%

Figure 1. Smoking Prevalence Ir. Alaska1

I u*a<*tfi*>
» m h * i

The Centers for Disease Contrc! and Prevention (CDC) has 
estimated that each year cigarette snoking results in 
appioaimately 419.W0 deaths in Use United States . Deaths that 
ate related to cigarette smoking include a porticn of: 
cardiovascular disease; car.ceri of the lung, laryru, o u t cavity, 
esophagus, pancreas, bladder, kidney and cervix; chronic 
bronchitis, emphysema, and other respirator/ deaths’. Smoking 
also results In deaths in the perinatal pcrtoJ because it causes 
tow Mrth weight infants and preterm deliver).

Using software provided by CDC1, we estimate that 1,416 
deaths lo Alaska residents during 1992 1994 were attributable 
to smoking, accounting for 19 8% of live 7,139 deaths during 
that lime (Table 2).

1 T i ld e  2. To til Number of Dtaths tnd Estimated Sn.oklng 
K tlited Deaths In  Alaska 1992-9-4

f i u t r  cf Dritti
Tout $ cf 

Dtitlu*

Smokirv;

RrUifi*

D f j lh t

Percent 

3moktr.| 
H elated

CudetiKvUr 2.010 3)) 26 3%
Csrcer i 1.63) 346 3)0%

I F e t p r iw y 30) 260 31.7%
| r»<K>iiel f < 12 rmn) 204 14 8 .9 %

I fe ra l J .IJ 9 1.418 19 8 %

S a c k in g  K t lt l t  J  M e t  l o a n  A m a r u  M t u  and IV a a u a  u  Alaska
Of the 1,402 deaths among adults attributable lo imoklr.g, 9*.2 
•  ere men. vtd 490 were women. Historically, men have been 
nrv'king longer than women and many ir inking dratht are 
ciutrd by long teim use of cigarettes Bccaui* smoking rates are 
no* similar for men and women, women may have higher 
smoking aiuibulabte mortality in the future.

Alaska Natives account for 23.2% (329) of the smoking related 
deaths, although they account for 16.3% of the state's 
population.

CpingaasfliacLOllicr.Iniportant CaiiM3_flJLI*fiaili 
The graph below showi how smoking compares to other 
preventable causes of death in Alaska7.
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Number ot A lie k t  Reeldent Daith* by 
Selected Ctute 11*3-14
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-rh^V  |(V.fS!ygtfff A* yi»yM»~ IMil
*

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.

Tobicco is considered the leading preventab le cause of death in 
the United States'. The majority of smokers began smoking 
before 13 yens of age*. In the U.S., by the 1980’s, almost no 
regular smokji g began after the age of 18*. Therefore, efforts lo 
decrearc tobacco use In the U.S. are being directed towards 
school-age cnildren and adolescents, including limiting 
advertising and access lo cigarettes'0. Additional tobacco 
cessation cffotts include developing and enacting strong policies 
for clean indoor air, increasing excise taxes and increasing 
educational efforts.
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COSTS OF SMOKING IN ALASKA. 1991
■l is estimated that each day 1,100 Americans w ill die 
from tobacco use; 3,000 children w ill smoke their firs t 
n g ire tle . In a ll, 419,000 smokers diet] and 1.5 m illion 
'mokcrs quit in 1990. They are replaced hy new 
smokers, 90% of whom start to smoke before age 18.'

'ig .irc tte smoking has substantial impact on mortality in 
Mask*. Every day an Alaskan dies due to smoking- 
u llrib iitab le causes.

In estimate the impact o f cigarette smoking in Alaska in 
1991. we used the Smoking-Attributabie Morta lity. 
Morbidity, and Economic Cost (SAMMEC) software5 
distributed by the Centers for Disease Control and 
Prevention, and data from;
^ ^ h e  1991 Behavioral Risk Factor Surveillance Survey 
■Wealih-care expenditure data (from the Office on 
^ ^m o k in g  and Health. CDC)
• population estimates by age and sex (Alaska Dept, of 

Labor) and.
* deaths by age. sex and smoking related diagnostic 
category (Section o f Epidemiology).

RESULTS:

Uinnking A ttribu tab le M orta lity — 19%  o f the 2.076 
Alaskan deaths in 1991 were smoking r r la ltd . The 
proportion o f all deaths attributable to smoking was higher 
for males (20%) than for females (16%). For males 40% 
o f the smoking attributable deaths were due to 
.ardiovascular diseases and 37% to neoplasms, whereas for 
lemales. 27% o f smoking attributable deaths were d je to 
trdinvascular diseases and 42% to neoplasms (Figure I). 
\mnng Alaskans £35 years of agr, 23% of deaths 
(372/1643) were attributed to cigarette smoking.

I I ■Jwi /iq u y  I'f| 6f
»■») aim. .  >90!

( a — j.raa

Smoking A ttribu tab le V ra r t o f Po lm tla l L ife Iah I 
(VPLL) -  YPLL are the number o f years that the perton 
died prior to their 65th birthday. An average of 4.5 yean 
of life were lost fo r each person 35 lo 65 who died from 
a smoking related death in 199I.

Smoking A ttribu tab le Direct Costs -  Direct health-care

«
ts are the costs for the prevention, detection and 
itment o f smoking-related diseases as well as th t cost for 
abiliu ting smokers suffering from smoking related 
illnesses. Costs o f hospitalization, physicians' services, 

medications, nursing home care, and other professional 
services are included The estimated total for direct costs 
in I99 I w&t 545.6 m illion fo r persons £ 35 years o f age. 
This is equivalent to 1220 per Alaskan 2  35 years o f age 
or J94| per current smoker 235 years o f age.

o»f* Vr». a * , asw, n t u  w«*«i

Smoking A ttribu tab le Indirect M o rta lity Costs -  These 
costs are calculated as the wages and salaries forfeited by 
persons who die prematurely from smoking-related causes. 
An estimated 567.9 m illion w m lost due to the indirect 
costs caused by smoking deaths.

Smoking A ttribu tab le Indirect M o rb id ity Costs -  These 
costs include lost earnings and productivity for persons 
disabled by smoking-related chronic diseases. The 
estimated cost fo r indirect mm b id ity due to smoking 
was 514.1 m illion .

The tota l estimated smoking attribu tab le cost for 
Alaskans 2 3 5 years o f age in 1991 was 5127.6 m illion.

DISCUSSION:

Smoking causes substantial mortality, morbidity and 
economic costs in Alaska. Total estimated smoking 
attributable co ,u 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. 
I f Alaska spec.fic health-care costs4 axe used (instead of 
OSH health-care national estimates), total costs are greater 
5134 m illion.

SAMMEC underestimates the impact o f smoking for 
several other reasons; I) Estimates are based on cigarette 
smoking prevalence fo r 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 o f higher smoking prevalence. 2) Estimates do 
not include deaths from other conditions (e g . such as 
leukemia, and peptic ulcer disease) that may also he 
associated with smoking, nor do they include mortality 
caused by other forms o f tobacco use (pipes, cigars, and 
smokeless tobacco) or exposure to environmental tobacco 
smoke.

To reduce the adverse health impacts o f tobacco use, 
continued progress must be made in reducing tobacco 
use, especially smoking.

Vigorous efforts are needed to prevent the initiation o f 
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 cessaton, 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 advertuing targeted 
toward persons less than 18 years o f age

References:
I . CDC > M iM |  m a Vm W  **4 f H n  »( SI* to* - I 'v w l
IMM. im  UM»1 le t).II 441*41
I  b M a  r u .  H m n f  TT. I n i  O f 1A M M IC  O t — ><*** *»•***» 
lo H M iU M t  Im V iW .  H I  US D fft • (  HmJ* i* I  H * am  H n a i t .  fvvia 
»<•*►* ftraatt. CDC. A#«U I WO
) N iC i«  K U u  mt Altai* f»«4*n«H gy M a M ,  t .  I**l 
4 ‘S lM  •<  AattU Hat HA I lM M I I I  1*1 A tltt*  Tt<* ft t t t  f j a i  I f f u .  
!*<*•*ry I f f ) .

M IN I M t l | t in » r < t tw n . t t a w t t l  I f  h a * t li| ( I



Excise Taxes and Preventing 
Tobacco Use In Young People by David Siveanor

W c need to reexamine the 
approaches taken in the 
worldwide fight against 

tobacco use. Wc need to consider the 
evidence ot our success to date, not 
on the basis of justifying past action, 
hut with the aim of increasing our 
effectiveness. We need to be reminded 
that during our 25-year fight against 
fooacco, world cigarette production 

‘"■’as doubled and per capita consump­
tion has increased 25%.

In most parts of the world, like 
my own country of Canada, the 
resources committed to tobacco ccn 
trol are w ry limited. This means the 
itv; people working tc 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 a n  
dictate tax policy. It is time to use 
the incredibly cost-effective tool of tax 

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

l 5 i/tor u 1*1*1 CaunuJ iorlBt Her -Smotea' 
Auatu tM n of C-t/uii.

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, wc 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 d e a lin g  ..ith the source uf tne 
problem. We started with the symp­
toms and moved to the cause. The 
closer we haw come to the source of 
the problem, the" more effective the 
intervention has been. As we examine 
the various legislative awnues avail­
able, it is clear that some arc more 
effective. I believe that cccnomics 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—beause the foe is not.a virus 
or bacteria, but a powerful industry 
with a vested interest in making money 
from the product uusing the disease.

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

for them. Cigarettes arc very cheap to 
manufacture, they arc addictive, and 
virtually 'very 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—JniilS n  
obsolescence not oftfie~ nrodurr hut. 
o: itsjconsumers.The tobacco industry 

‘'has to recruit new consumers to su I* 
viw. The profile of these new recruits 
varies from country to country but 
wit’.i one universal constant: the new 
users of tobacco products are over- 
wheimingly young pcopIeT As a result, 

•we know mat the real battle is to stop 
the tobacco industry from rcauiting 
young people. A person who has not 
become a tobacco user by age 2U is 
likely to never become one.

We alio know that, despite decades 
of health eduation, young people do 
not grasp the magnitude of the risk 
associated with tobacco use. For 
example, in Canada, despite the best 
efforts of health eduutcrs, a recent 
survey* found that only a small 
minority cou ld^iealM hat smoking 
au sed  hearf^diieaic ^ n u n y  did not 
know thaiJLyig cancer is fatal, and 
few realized that the risk of heart 
disease declines dramatically soon 
after someone quits smokjpg.

f'TTVTUij U Oa au» WctVI CorJarrct on Tofe*tx® 

Oft HuhJt. Bueno* Krru A/ftnttfu. Huth XSAf n l 
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But there is one piece of knowledge 
and the tobacco industry have in 

cotnir.en—that price is the key. If the 
p.ice of tobacco goes down, use goes 
up. If tobacco becomes less affordable, 
consumption goes down.

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

Wc need to keep them out.

Cigarette Prices and Young People 
' Evidence from the United States1 

has suggested that .every. 10% increase 
jf l ih c - ic a U U ,! afterinnatiorirpricc 
Q L c ig a r t t f e s ~ le a d s - to - rb u g H ly _ 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 
of our approach to tobacco control.

These efforts nave been successful. 
Wc haw obtained very large tobacco 
tax increases that have caused dra­
matic increases in tobacco prices and 
resulted in stunning falls in the num­
ber of ,oung people using tobacco.

In 12 years—from 1979 to 1991 — 
the real price of tobacco increased by 
a total of 158% and teenage tobacco 
use fell by two thirds (Figure 1). This 
is startling progress toward the goal 
of a tobacco-free society.

In determining the extent to which 
the decline in Canadian teenage 
tobacco use has been induced by tax- 
based price increases, various factors 
can be considered. Public education 
campaigns do not explain this drop, 
since countries like Canada (such as 
the United States) ran similar cam­
paigns but experienced no comparable 
decline in teenage smoking. Even our 
ad ban, health warnings, and laws 
protecting nonsmokers cannot explain

Figure 1: Real cigarette prices and cigarette smoking among Canadians 
age 15 to 19 .

1979 1981 1983 1985 1987 1989 1991
Sourrr S u tiU io  C in id i. Ubcur Fcrw Survey. 1991; C uudun i ind S o c ia c  An Updilt. 
Htelih and MV 'err. Canada, 1991.

Figure 2 : Tobacco taxation in the United States— average dgarctte tax 
as a %  of retail price
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Figure 3 : C igarette consum ption versus pack p rice— New Zealand, 1973- 
1991
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this fall, since these are recent 
measures. A 1991 study1 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. Wnereas other interven­
tions often require a great commitment 
of resources, the cost of a tax inter­
vention can work out to no more 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 some 
countries—like the United States— 
let the tax component of retail prices

slump (Figure 2) while research 
showed the impact of tobacco use and 
the role of iaxation 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 increase* at the top of its 
agenda. Unlike the tobacco industry, 
w* haw 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 over. In fact, the 
benefits from the impact on youth 
smoking arc greatly compounded by 

; '  the impact m adult tobacco consump- 
• tion. An an; lysis of countries around 

the world shows the powerful inverse 
relationship between price ar.d con­
sumption. New Zealand is but one 
example (Figure 3).

Finance ministers arc 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 role of fiscal 
policy' in preventing disease. Once 
convinced, these officials can be - 
powerful allies within government.

Another lesson is that tax increases 
arc the fastest, surest way of achieving 
large reductions in tobacco consump­
tion. And that in turn opens the way 
for further init:atives. Fewer smokers 
make 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 arc 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 tics 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 i. 
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 
position the industry takes on health.

The major obstacle to da»e has 
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 field. As a

result, wc 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 u  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 tobacco addic­
tion—will be making their debut as 
mortality statistics 25 years from now.

If we choose to get involved, to 
change the economic landscape ir. 
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

D oonesbury

tobacco sales.
A quarter of a century ago, at the 

First World Conference on Smoking 
and H ealth, Senator Robert F. 
Kennedy said: "The industry wc seek 
to regulate is powerful and resourceful. 
Each new effort to regulate will bring 
new ways to evade. . . .  This is a 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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A l a s k a
Tobacco T o b a c c o :

c o n t r o l  T h e  P o s i t i v e  I m p a c t
Alliance ---------

o f  I n c r e a s e d  T a x e s

►  Increases In cigarette prices will reduce cigarette consumption.1

• In 1989, the U.S. Government Accounting Office concluded that Increasing cigaretle taxes should
significantly reduce the number of teenagers who smoke. They concluded that for every 1 
percent Increase In the price of cigarettes, 1 percent fewer teenagers would take up sm iking.2 .V * . , ;• \  •

• In Canada, between 1979 and 1991, higher tax rates Increased the real price of tobacco by 158
percent and teenage consumption dropped by two-thirds.3 .

I • i * i
.* i

F igure 1: Real c igarette  prices and cigarette smoking among Canadians 
age 15 to 19 *
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• Centers lor Disease Control and Prevention. Preventing Tobacco Vie Among Young People: A Repod d  ihc Surgeon Ctrxnl Atlanta. Georgia: 
US Department of Health and Human Services, Centers for Disease Control and Prevention, 1S94.

‘ U.S. Government Amounting Office. Teenage Smoking: Higher Lcdse Tires Should SipiitanDy Reduce the Number dSmskets. Washington. 
D,C: U i. Government Accounting Office, 1989.

1 Swearer, DavW. 'Lcdse Taxes and Preventing Tobacco Use In Yeung Peopfe.* World Smoking and Health. Volume 17, No. 3. Atlanta, Georgia: 
American Cancer Sodety, 1992.



Tobacco: The Positiue Impact of Increased Taxes (page 2)

• In California, cigarette smoking declined nearly 24 percent (from 26.7 percent In 1988 to 20.4 
percent In 1992) after Californians approved a 25 cent excise tax Increase.4

►  It Is Impor tant  to raise tax levels to discourage use by youth.

• Ninety percent of smokers who become regular smokers start before they turn 21 years of age.5 
Nearly 84 percent of adult Alaskans who smoke started between the ages of 10 and 20 years of 
age.6

• One-third of high-school-aged adolescents In the United Stales smoke or use smokeless tobacco. 
The decline In smoking prevalence among youth leveled off since 1980 and In fact, Is on the rise 
among male high school seniors.7

• Each day 3,000 children In the United States smoke their first cigarette.8

• Youth tobacco consumption Is Influenced by prices at least as much as adult consumption.9 
Some studies have found that teenagers are significantly more responsive to price changes than 
adults.10

►  Of the public heal th strategies available for reducing tobacco use, Increasing tobacco
prices as  a way of raising the price of tobacco products ts viewed as the most effective.

• In Canada, the dramatic decrease In teenage tobacco consumption followed a substantial tax rate 
increase. The decrease In consumption could oat be attributed to the ban on advertising, health 
warnings, or laws protecting nonsmokers.11

• A virtue of Increasing tobacco taxes as a public health strategy Is that It Is Immediate and does 
not require further public resources to Implement

'California Department o( Health Sendees, 1992.

JNovel!o,AmonlaC'Youth: An Urgent Challenge for Tobacco Conlrol.' World Smok ':ig mdHealth Volume 17, No. 3. Atlanta Georgia: American 
Cancer Society, 1992.

‘ Alaska Division of Public Health. Alaska Behavioral Risk facto Sur.ry: 1992 Annual Report Juneau, AK: Alaska Division d  Public Health, 
October 1994, page 24.

•  •

'Novello, Antonia C, 1992. Centers lor Ocseise Control and Prevention. 1994.

•Noveilo, Antonia C, 1992.

•Centers foe Disease Control and Prevention, 1994.

Hlewtt, Coale, and Grossman. 'The Effects d Governmental Regulation on Teenage Smoking,' Journal of law and Economics, 24:545-569, 
December 1901. Grossman, et al. Economic and Otiter Factors In Youth Smoking Washing1 on, D C: National Science Foundation, 1983.

"Swtanor, David, 1992.



Tobacco: The Positive Impact of Increased Taxes (page 3)

► Public health experts estimat that increased tobacco excise taxes will discourage 
millions of Americans from starting to smoke and prevent millions of premature 

• deaths.'*

Amount of lax 
Increase

Number of fewer 
smokers:

.Premature deaths 
prevented

$1.00 4.5 mlllon 1.1 million

$2.00 7.6 million 1.9 million

► ; Between I960 and 1990, the average cigarette tax as a percent of retail price has 
sharply declined.'1 ,

u Coalition on Smoking OR Health. Sirttg Uves ind Rtislng Revenue: The Cue for Mtjor tonnes In Suie andFederal Tebxto Tuts. 
Washington, D C: Coalition on Smoking OR Health, Jrnuary 1993.

•  •  •  •  ,
'Hhc Tolacto Institute. The Tax Burden on Tobxro. Volume 25,1990, pages 72-108 as reported In Novello, Antonia C, 1992.



T o b a c c o :  T h e  P o s i t i v e  I m p a c t  o f  I n c r e a s e d  T a x e s  ( p a g e  4 )

►  W h i le  in c r e a s e d  to b a c c o  ta x e s  a re  a  m a jo r  d e te r r e n t  to  s m o k in g ,  a s  o f  1 9 9 2 , o n ly  2 0  
s ta te s  h a d  t o b a c c o  ta x  ra te s  lo w e r  th a n  A la s k a ’s.

• The tobacco tax was last Increased in Alaska In 1989. Inflation has eroded much of the real 

price Increase.

► A  r e c e n t  s u r v e y  o f  6 1 5  A la s k a n s  f o u n d  t h a t  6 5  p e r c e n t  o f  r e s p o n d e n t s  fa v o r e d  a  75  
c e n t  in c r e a s e  in  t h e  s ta te  t o b a c c o  ta x  if  t h e  m o n e y  w e n t  to w a r d  h e a lth  p r o g r a m s .

V  V  V

This fact sheet was produced with funding from tho 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.

"This reflects a combined rale for excise and sale, taxes. See Center for Disease Control and Prevention,1994.

"  Survey sponsored by ihc Alaska Department of Health and Social Sendees; conducted by Mathenatka Polky Research with funding from the 
Robert vrood Johnson Foundation, September 1994. Results summarifed In the Report to the ATCA Steering Committee, Public Policy Work 
Group of the Alaska Tobacco Control Alliance, Nowmbei 8,1994.



TOBACCO TAX QUOTES

FORMER U.S. SURGEON GENERAL C. EVERETT KOOP

"Let's not let the tobacco industry make victims of the public on this one. Health-related 
taxes are different: they're good for you."

"Figuring that smoking kills about a third of all those who smoke, this tax (a $2 per pack 
increase! 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."

Source: C. Everett Koop, "ATax That's Good For You," WASHINGTON POST, September 
21, 1993, p. A19.

FORMER PRESIDENT JIMMY CARTER

"The single most enective way to reduce tobacco use and nicotine addiction, especially 
among children, is a substantial increase in the price of tobacco products.

... Our children are the most important reasons for a major tobacco tax increase."

Source: Jimmy Carter, "To Save Lives, Raise Funds and Cut the Deficit: Tax Tobacco," 
NEW YORK TIMES. February 21, 1993, sec. 4, p. 16.

U . S .  S E N A T O R  B I L L  B R A D L E Y

"People call this a sin tax. The sin is a government that allows 400,000 people to die 
every year without doing anything to stop this."

Source: "Health Groups Encouraged by Major Cigarette Excise Tax Increase. Praise Life 
Saving Benefits,” Press Release from Coalition on Smoking OR Health. March 3, 1993.

U.S. REPRESENTATIVE MICHAEL ANDREWS

"The members of Congress supporting (raising tobacco taxes] represent a wide range of 
proposals for reforming our health care system -  from managed competition to single 
payer. While wo may not agree on the ways to achieve that goai, we do agree on the 
best way to help pay for it: increasing the tax on cigarettes."

Source: "Health Groups Encouraged by Major Cigaretto Excise 
Tax Increase, Praiso Life Saving Benefits," Press Release 
from Coalition on Smoking OR Health, March 3, 1993.



EDITORIALS, LOUISVILLE (KENTUCKY) COURIER-JOURNAL

"Increasing the taxes on tobacco products makes especially good sense. Smoking is the 
leading cause of preventable death.... Certainly no plan for health care reform — state or 
national - will make sense unless it emphasizes prevention of disease. That mean3 
encouraging people to drop unhealthy habits, and recognizing tobacco for what it is: the 
eighth deadly sin."

Source: "Tho Wages of Sin," LOL .LLE COURIER-JOURNAL,
February 28, 1993.

"Kentucky's leaders are making a huge strategic mistake in their fight over the proposed 
tax on tobacco. They all admit a tax is coming. Thet their response has been predictable 
and short-sighted: to pass meaningless resolutions and to haggle over amounts."

Source: Editorial, ‘Tap the Tobacco Tax," Louisville Courier-Journal. Sept. 26, 1993.

EDITORIALS, USA TODAY

"Governn ent should raise the cost of smoking with a steep cigarette tax hike. Something 
like $2 a pack . . .  would work nicely."

Source: "Don't Hesitate To Raise the Tax on Cigarettes,"
USA TODAY, April 14, 1993. p. 12A.

"What the hell: Make it $2.50."

Source: "Boosting Cigarette Taxes Can Pay Off in Two Ways," USA TODAY. January 
12. 1994, p. 10A

EDITORIAL. WASHINGTON POST

"Taxing tobacco more heaviiy-as President Clinton suggested the other day~is a 
thoroughly good idea. It's a twofer. The tax not only would raise substantial amounts 
of money for a government that desperately needs it but would exercise greater pressure 
on people to cut down their smoking."

Source: "Twofer Taxes." WASHINGTON POST, March 1, 1993, p. A16.



"The tobacco community strongly believes that tho taxes levied upon cigarettes are the 
overwhelming influenco on cigarette consumption."

Source: World Tobacco Situation. USDA, August. 1992. p. 36.

- 3 *
U.S. DEPARTMENT OF AGRICULTURE. WORLD TOBACCO SITUATION

D R .  S A M U E L  B R O D E R ,  D I R E C T O R .  N A T I O N A L  C A N C E R  I N S T I T U T E

"A major increase in the federal cigarette excise tax could result in real improvements in 
public health. It would save lives and generate revenue which could be applied to other 
areas, such as the nation’s health care and deficit reduction."

Source: "Note to Reporters and Editors," (Press Release) Department of Health and 
Human Services, August 25, 1993.

L Y N N E  D .  R I C H A R D S O N ,  M . D . ,  F . A . C . E . P

"If there was a legislative proposal for a preventive health program which would save two 
million lives, I would support its enactment if it cost $20 billion. To enact a program 
which will save two million lives and raise over $20 billbn in revenue seems to be to be 
a ccmpellingly attractive proposition."

Source: Testimony of Lynne D. Richardson, M .D .. F.A .C .t.P ., on behalf of the Coalition 
on Smoking OR Health, before the House Ways and Means Committee, November 19, 
1993, p. 4.

D A V I D  S W E A N O R .  N O N - S M O K E R S '  R I G H T S  A S S O C I A T I O N  ( C A N A D A )

"It's a triple-win situation. It does terrific things for public health; it brings in more 
revenue, because the higher tax offsets tho drop in consumption; and it's popular. It's 
a way that a political leader can save more lives than most social researchers could ever 

dream of."

Source: Charles Babington, "Tax Increase Cut Smoking, Md.
Finds," WASHINGTON POST. September 3. 1993, p. B1.



'A low cigarette tax will imperil the funding of health-care reform, but it won’t help tho 
tobacco farmer one iota."

Source: Press Release, Kentucky State Rep. Anne Northup, September 21, 1993.

“This is an opportunity for Kenducky political leadors to bring homo tho bacon."

Source: Kentucky State Rep. Anne Northup, "Northup Says Raising Tobacco Tax is Right 
and Could Even Help Farmers," Louisville Courier-Journai. September 22, 1993.

KENTUCKY STATE REPRESENTATIVE ANNE NORTHUP

KENNETH E. WARNER. PH.D., SCHOOL OF PUBLIC HEALTH.
UNIVERSITY OF MICHIGAN

"A substantial increase in cigarette taxation would constitute significant ‘health care 
reform’ all by itself, regardless of the fate of proposed changes in our health care delivery 
system. It would produce a public health achievement with few precedents while 
reducing the nation's health care bill in the process."

Source: Kenneth E. Warner. "Profits of Doom." AMERICAN 
JOURNAL OF PUBLIC HEALTH, September 1993, p. 1211.

ALAN C. DAVIS. FORMER CHAIRMAN. COALITION ON SMOKING OR HEALTH

Tho Tobacco Institute is trying to convince us that American men, women and children 
must keep smoking and dying in vast numbers in order to protect jobs. This premise is 
as false as it is porverse. The logical extension of the tobacco industry's reasoning is that 
if we could just convince a few million more kids to smoke, we could wipe out 
unemployment altogether!"

Source: Alan C. Davis, former Chairman. Coalition on Smoking OR Health, Statement at 
a Coalition on Smoking OR Health news conference. October 9, 1993.
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G A IN S  F R O M  A L A S K A ’S $ i  C IG A R E T T E  T A X  IN C R E A S E  

N O T  C O M P R O M IS E D  B Y  U N A U T H O R IZ E D  S A L E S

W h e n  a state m o v e s  to in crea se  to b a c co  taxes, the to b a cco  in d ustry  
im m ed ia te ly  ra ises the sp e c te r  o f  o rg a n ized  illegal c ig a re tte  
tra ffick in g . W h y  is the to b a c co  in d ustry  n ervo u s?  B e ca u se  the 
re co rd  sh o w s  state tax increases reduce smoking AND ra ise  new  
revenue.

\ iimerons geographic. economic and political factors dictate that Alaska's cigarette tax 
increase will not substantially increase illegal sales. There arc four forms of illegal 
cigarette trafficking interstate smuggling, international smuggling, bootlegging from (tax- 
exempt) Indian reservations, and illegal sales from (tax-exempt) military bases. None of 
these possibilities threatens the projected revenue and health gains from Alaska’s proposed 
tax increase.

1. Interstate smuggling from Washington is too costlv. Washington has the highest 
state cigarette tax in the U.S. (81.5 cents/pack) and a state sales tax that adds 15 cents 
to the price of each pack. A SI.00 Alaska tax increase will allow virtually no profit 
margin for smugglers. In addition, the cost of shipping from Seattle to Alaska and 
the substantial time and capital required offer no realistic possibility of interstate 
smuggling.

2. International smuggling from Canada also makes no economic sense. According 
to a Peat Marwick report prepared for the Alaska Cabaret. Hotel. Restaurant and 
P.-nil Assot-.aticn (and backed by the tobacco industry). "Although Alaska has a lu.ig 
border with Canada, two of its major cities (Anchorage and Fairbanks) arc not in 
close proximity to it. Moreover, cigarette taxes in the two bordering jurisdictions 
(Yukon Territory and British Columbia) would remain higher than in Alaska, even 
with the proposed tax change." For example, the tax in the province of British 
Columbia is $2.59 (US). Consequently, there would be no inccmtyeJor international

3. Boot-legging from Indian reservations poses virtually no threat. According to the 
industry's own consultant. "There is only one Indian reservation in Alaska (tribal land 
on Annette Island) where state and federal taxes are not levied. However, this 
jurisdiction is relatively smalLaad isolated and would not, he a maiQr_sQijKe_of 
cigarettes." (Emphasis added.)

4. Limited trafficking from military,bnseSJggn_h^ciLQlro lM  hy the.Department.of 
Defense. Tobacco sales on military bases can be controlled by the DoD in Alaska. 
Entry to commissaries is restricted to authorized patrons. Furthermore. DoD policy 
limits the purchase of tax free cigarettes to no more than four canons. If problems 
ensue, this can be further restricted. After Hawaii's state cigarette tax increase. DoD 
imposed a one carton limit on tax-exempt sales to avoid unauthorized re-salcs.



I hc* tobacco industry, its allies and front groups claim that our servicemen and women are 
lawbreakers. The report they back allcues: "Although sales to nonfamily civilians are illegal, 
military personnel might sell bootleg cigarettes to civilians off-base. Indeed, bootlegging 
appears to be widespread in Alaska and elsewhere." To suggest that US military personnel 
md their families will violate the law and reap profits at the expense of Alaska’s state 
government slanders the honest, committed and hardworking members of our Armed Forces 
and is truly repugnant to everything they work for.

The to h acco  in d u s try  used t he sa m e  a rg u m e n ts  to oppose  A lask a ’s last tax  in c re a se.

Alaska’s FY 1990 cigarette tax increase, which raised the tax from 16 to 29 cents/pack, did 
not result in a sham decline in revenue. To the contrary, while cigarette smoking declined 
mndestlv. revenues doubled and have since held stcadv. The industry’s claims of major 
illegal cigarette trafficking killing revenue gains were proven unfounded.

YEAR
(FY)

TAX PACKS
SOLD REVENUE

1987 16 cents 59.394,000 $9,503,000

1988 16 55.406.000 8.865.000

1989 16 50.813.000 8.130.000

1990 16 - 29 — 13.450.000

1991 29 56.472.000 16.377.000

1992 29 54.524.000 15.812.000

1993 29 52.831.000 15.321.000

1994 29 53.614.000 15.548.000

1995 29 53.317.000 15.462.000

The tobacco industry also used these arguments to fight tax increases in other states.

When California raised its cigarette tax from 10 cents to 35 cents, revenue jumped over 
200?c from S252 million (fy ’88) to S778 million <fy ’90) despite industry’s gloomy 
predictions. Over the same two-year pcrtod, cigarette consumption per person dropped 13.6 
percent.

Since 1992, when the Massachusetts cigarette tax was raised from 26 to 51 cents, state 
cigarette tax revenue increased by 67 percent, from S142 million (fy 92) to $238 million 
(fy ’94). During the same period, smoking fell by 18 percent.



A  $1 .0 0  IN C R E A S E  IN  A L A S K A ’S T O B A C C O  T A X  W IL L  

R A IS E  O V E R  $100 M IL L IO N  IN  T H E  1st T H R E E  Y E A R S

E v e r y  state to e n a ct a m a jo r  cig a re tte  tax in crea se  lias seen a gain in 
reven u e . In  A laska , data  show  a S I.00 /pack  tax in crease  will raise 
m o re  th an  S100 m illion  in new  reven u e  in the  first th ree  years. 
V ir tu a lly  all m a in strea m  eco n om is ts  agree tha t to b a cco  tax in creases 
b o th  raise new  reven u e  and re d u ce  sm ok ing .

11ighiT  Cigarette Taxes Reduce Smoking and Yield P re d ic tab ly  Increased Revenues

•  In 1992. a panel of 12 independent economists from top American institutions were convened
by the National Cancer Institute to review the existing research on the relationship between 
cigaret'e taxes and smoking, and t? p'odtrc a consensus cocumer.t on the subject. Accordirg 
to the panel, 'the price elasticity of demand for cigarettes is usually found to be between -0 3 
and -0 5 In other words, for every I » percent increase in the price of cigarettes, we can 
expect a decline in smoking between 3 and 5 percent'

•  The Alaska Department of Revenue's use of a -0.4 price elasticity of demand falls squarely 
within the generally accepted range. The report produced by Peat Marwick for the Alaska 
Cabaret. Hotel. Restaurant and Retail Association, and backed by the tobacco industry, uses a 
•0.62 price elasticity of demand which falls well outside this range.

•  Estimates by the State Long Range Financial Planning Commission. Alaska Department of
Revenue, md NCI's panel of expen economists all project that a SI.00/pack cigarette tax 
increase will yield well over $100 million in new revenues in its first three years. Ever 
the Peat Marwick rcpon. which grossly underestimates the bcnetits oi a tax increase, pegs the 
gams to the state at S85 million.

Estimated Additional Revenue Over Three Years from a 
SI.00 Increase in the Cigarette Tax

(m illion s!

Year Alaska Long 
Range Comm.

Alaska Dcp(. 
of Revenue

NCI
Economists

Tobacco
Industry

Year 1 $58 0 S5f 0 $55.0 $48.0

Year 2 57.0 57 0 530 43.0

Year 3 56.0 57 0 52.0 390

Total $171.0 $171.0 $160.0 $130.0

vs Status Quo 480 48 0 48.0 480

New Revenue $123.0 $123.0 $112.0 $85.0



Alaska's OWN Record Shows Raising its Tohacco Tux Produced Major Revenue Gains

•  In 1989 Alaska increased its state cigarette excise tax from 16 cents to 29 cents per pack.
State revenue from cigarette sales doubled from $ 8 .1 million ifv '89) to $16 4 million tfv w * •

'9 D . and have declined only marginally since then. In (fy) 1995 cigarette tax revenue totaled 
$15.5 million.

•  In the 5 fiscal years since the (fy) 1990 tax increase. Alaska’s state treasury has collected $40
million in additional revenue over what would have been earned without the increase. The 
table below compares actual state cigarette tax revenue for the period (fy) 1991 to (fy) 1995. 
to projected revenue based on a 16-ccnt tax; and a generally accepted baseline estimate o f a I 
percent annual decline in smoking.

Revenue Gains from Alaska's 1990 Cigarette Tax Increase
(millions)

Fiscal Year Revenue if 
Tax Remained 

16 cents

Actual Revenue 
(Tax Raised to 

29 cents)

Net Gain to 
Alaska Treasury

1991 S7.968 $16,377 f-8 4Q9

1992 7 889 15.812 7.923

1993 7 810 15.321 7.511

1994 7.732 15.548 7 816

1995 7,654 15.462 7.808

Total S39.053 $78,520 $39,467

How C an a Higher Tax Reliablv Generate G reater Revenues While Reducing Smoking?

•  As tobacco taxes increase, some people quit smoking. However, tobacco is addictive enough 
that most can't quit. Thus tax revenues increase faster than sales decline. This "dcmand- 
mclastic* relationship has been observed in countless states (most recently California and 
Massachusetts) which have seen higher taxes reduce smoking apd raise major new revenue.

•  The 1995 Peat Marwick report claims the projected impact of tobacco tax revenue raised by 
the proposed tax increase will decline over nme due to inflation, This is fdse. The Alaska 
Long Range Financial Planning Commission has proposed an inctcase every three years to 
protect tbe value of the new tax revenue against inflation.

Sources

I National Cancer Institute. "The Impact of Cigarette Excise Taxes on Smoking Among Children and
Adults: Summary Report of a National Cancer Institute Expert Panel.* 1993.

Calculations based on data from The Tax Burden on Tobacco. The Tobacco Inmtute. Washington. DC. 
1994. vol. 29.
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D e a r  F r ie n d :

O n e  million A m erica n s  n eed  your help. If Cong ress  ca n n o t be  co n v in ced  to a d op t a 
S2 -p er-p ack  in crease  in the federa l excise fax on  to b a c co  rather than the C lin ton  
Adm inistration's p ro p o sed  75c in crease, o n e  m ill io n  m o r e  A m e r i c a n s  w ill  d ie  from  

to b a cco -re la te d  diseases.

President C lin ton 's decis ion  to  p ropose  a 75c in crease  w as im portan t and  his e ffort 
deserves our suoport. But the issue is now  in the hands o f Congress, a nd  they are 
d eb a tin g  it right now . W ith  a m illion lives at risk, w e  ca n n o t sit idly by; w e  m u s t  le t  
C o n g r e s s  k n o w  h o w  w c  f e e l —t o d a y .

Th e  to b a c co  industry has m oney a nd  pow er. H ighlyqsaid to b a c co  lobbyists are 
d escen d in g  on C a p ito l Hill in d roves, spending m illions o f do llars to de fea t us. W e  don't

 have  the to b a c co  industry's m oney, but w e do  have som ething to b a c co  m oney ca n ’t
b u y —co n v ic tio n  a nd  p eo p le  pow er.

O v e r co m in g  the to b a c c o  industry ’s m ight will requ ire  u n p re ced en ted  e ffo rt from  all 
o f us. That's w hy w e 've  a d d e d  this sp ecia l section  to this ed ition  o f W o r ld  S m ok in g  & 
H ea lth . Inside, you'll *ind im p o r fcn t  fa cts  a b o u t the n eed  f c r  a  to b a c co  fax increase, 
tips on  how  to  w rite  to  your representatives in W ash ington, a nd  a  sam ple letter.

° lease  use this in form ation  a nd  join the ca m p a ig n  to save a million lives by writing 
your representa tives in C o n g ress  today. B ecause  this issue is so im portant, I a lso  urge 
you to  ask ten o f your friends to  d o  the same.

T h e  d i f f e r e n c e  b e t w e e n  75< a n d  $ 2  is m o r e  t h a n  a  f e w  c e n t s ;  it  is a 
m a t t e r  o f  l i fe  a n d  d e a t h .  Please w rite to d cy . You wijl m ake a d iffe ren ce . A  million 

lives d ep en d  on  you.

Sincerely, #

 -

John  S cffr in

P.S. I've already sent my letters to my representatives in Congress. Please join me; we 
can't a ffo rd  to waste this historic opportunity to save lives.

1599 C L IF T O N  R O A D . N.E., ATLAN TA. G A  20329-4251



Y o u r  L e t t e r  W i l l  M a k e  A  D i f f e r e n c e !

M em bers o f Co n g ress  pay  ciose  a ttention  to constituen t opinions, and  personal letters are 
the best w ay  to tell Co n g ress  now  you feel.

U nfortunately, no  one is better at genera ting  loads of mail than the to b a c co  industry and 
its lobbyists. M ost p ro - to b a cco  industry m ail consists o f form  ietfers and p o stca rd s  genera ted  
by consu lting  firms that sp ecia lize  in genera ting  “ astroturf," or a rtificia l grassroots support, in 
Congress. As a result, even  though  the vast m ajority  o f A m erican s favor a S2 -p er-p ack  to b a c co  
tax in crease, m any  m em bers o f C o n g ress  a re  on ly  hearing  from  those w ho  are op p osed .

Y o u r le t te r  w i l l  H e lp  b a la n c e  th e  sca les !

L e t t e r  W r i t i n g  I s  E a s y

Th ere  is no sp ecia l form at, but a few  rips will help:

W rite  in your ow n  w ords, on  your ow n  persona l or business letterhead.

* K eep  your m essage simple. D on 't feel you m ust w rite  a m asterp iece  o r in clude  extensive 
in form ation . Just tell your M em ber, briefly, w here  you stand a nd  why.

* Ask d ire ctly  w hether he or she will sup port a 32 -per-pack  to b a c co  tax in crease, and  ask for 
a reply.

w > •

* K eep  your m essage positive, and  m ake sure to  thank your M em ber.

* T h e  m o s t  i m p o r t a n t  t h in g  is ju s t  t o  w r i t e  a n d  s h o w  y o u  c a r e !

* A  sam ple  letter is in clu ded .

O t h e r  W a y s  Y o u  C a n  M a k e  A  D i f f e r e n c e

C a l l  y o u r  M e m b e r s .  C a ll your Representa tive  or Senators o ffices  a nd  ask for the sta ff 
m em ber w ho  hand les hea lth  issues. Express your view s to that person, and  ask w hat your 
M em ber's position  is. Just ca ll 202-225-3121 a n d  ask for your M em ber's o ffice . If you  d o  not 
know  the nam e o f o n e  or your M em bers, the o p e ra to r  will tell you.

V is i t  w i t h  y o u r  M e m b e r s  o r  s t a f f .  M em bers  o f Cong ress  w ill usually m ake every  e ffo r t to 
m eet w ith  constituen ts, e ither in the h om e d istrict or in W ash ington, D C .  C a ll e ither o ff ice  and  
ask to  m ake an a p p o in tm en t. W ash ing ton , D C  sta ff o ften  have considerab le  in fluen ce  o ve r  a 
M em ber, so d o  not pass up  an  o p p o rtu n ity  to  m eet w ith staff if the M em b er is unava ilab le . 
M ake sure to lea ve  a  brief fa ct sneef. a n d  to  fo llow -up  w ith  a thank-you letter.

V / rite  l e t t e r s - t o - t h e - e d i t o r .  Ed itors know  this is a  hot top ic and  are look ing  for letters to 
print. S im ple, short letters a lw a ys have  the best ch a n ce  o f be ing  pub lished  a n d  o re  the easiest 
to  w rite.
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Use Taxes to Prevent Children from Smoking
by Jane Harman

Editor's note: Jane Hannan, a mem• 
ber of the United States House of Rep­
resentatives from the 36th district of 
California, presented the following 
testimony on cigarette excise taxes at 
a hearing on the financing provisions 
of the Clinton Administration's Health 
Security Act and Other Health Reform 
proposals before the House Ways and 
Means Committee. Sovember 19.
1993.

M y testimony is autobiographi­
cal. It concerns my relation­
ship with my mother, my 

earliest fan and a major influence in
my life.

The last time I saw my mother was 
August of this year. Her lung cancer 
and emphysema were advanced. She 
had lost most of her eyesight, her hair, 
her sense of balance, and was substan­
tially disoriented. Yet, as always, she 
held a lighted cigarette in her hand.

She died two weeks later.
How typical is her story? I’m not 

sure. But she grew up in an immigrant 
family in New York— a family of 
modest means. She started smoking 
in high school at 15. She told me that

when she first inhaled it hurt. But she 
forgot the discomfort because it was 
cool to smoke.

T o d a y ,  t h r e e  
p e o p l e  i n  e a c h  o f  o u r  
d i s t r i c t s  w i l l  d i e  f r o m  
c i g a r e t t e  s m o k i n g ,  
j u s t  a s  m y  m o t h e r  
d i d .

.And it became a major addiction. 
All the early photos of her showed her 
with a cigarette in her hand. She was 
rarely without one. Usually she smoked 
three packs a day, and the house I 
grew up in reeked of cigarette smoke. 
My father, a medical doctor, is now 
down to an occasional cigarette, but 
he smoked too.

No one spoke of health risks 
though my brother and I knew it was 
a habit we would never adopt.

When the health risks were 
known, and especially after my moth­
er’s cancer was diagnosed, her addic­
tion seemed to increase. She smoked

until shortly before she died.
If my mother had grown up today 

in California— with its cigarette excise 
tax dedicated to smoking prevention — 
the studies tell us she would be less 
likely to take up smoking than when 
she was young.

And if my mother were to have 
grown up in today's Canada, where 
the cigarette taxes are more than S3 
per pack and Canadian teenage smok­
ing has fallen by more than 60% from 
a decade ago, chances are very good 
that she would never take up smoking.

My youngest children are 9 and
11.1 want them and millions of other 
American children not to take up 
smoking when they are 13. 14. or 15.

Without smoking, the epidemiol­
ogists tell me my mother would likely 
have lived another 8 years.

The Committee has already heard 
a litany of statistics about the dangers 
of cigarette smoking today. I will just 
tell you that today and every day. three 
people in each of our districts will die 
from cigarette smoking just as my 
mother did.

Despite all the rhetoric of the past 
week, NAFTA (the North American 
Free Trade Agreement) was not a moral 
issue. This is. O



A Tax That’s Good for You by C. Everett Koop

H ealth-related taxes arc differ­
ent.” That's what Frcsidcnt 
Clinton said when he sug­

gested a hefty cigarette tax— perhaps 
as much as $2 a pack— as one of the 
ways to pay for the health care reform 
that most Americans know wc need. 
He's right.

A cigarette 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; 
nonsmokers would benefit because the 
air they breathe would have less 
harmful smoke; children would benefit 
because fewer kids would get hooked 
on cigarettes; and— if the tax is done 
right— even tobacco farmers 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. Now, more than ever, 
President Clinton needs to remember 
his own words— for cigarette taxes arc 
different indeed.

C. E-rrttt Koop. MO. wu Kirsten t* r * n i from 1991
to 1999.

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 53 per pack, youth smoking 
rates have dropped by 60% since 1980.

Cigarette taxes are different 
because cigarettes kill^mQfe than 
•100.000 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 
unique 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

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

Even tobacco farmers 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-statc 
members of Congress should be 
fighting for their share of the pic 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 lax. Let's not let the tobacco 
industry make victims of the public 
on this one. Health-related taxes are 
different: they're good for you.O

Ttui tsiKlc jp c o rrt tn ih t Wji/uryrun A w  
S t j t t 21.1993.

World S-wAjr* 6 HulOi



Tobacco Taxes as a Public Health Measure
by Lynne D. Richardson

I
 am an emergency physician. One 
of the things I like best about being 
an emergency physician is that I 

frequently encounter situations where
1 can use my training and experience 
to save a life. To be able to act to save 
a life and to know that my failure to 
act correctly can cause a death is 
amresponsibility I accepted when I 
'hoSc to t'ccome an emergency phy-

:ian. 3u t it is not only physicians 
hose actions have life or death 

consequences.
Congress has an opportunity to 

saw not just one life, as I sometimes 
do when on duty in the emergency 
department, or even hundreds of lives, 
as I might do in the course of my 
career. By your action, you can save
2 million lives and you can do it 
without spending a dime of taxpayers’ 
money.

Cigarettes kill 419.000 Americans 
each year and addict an average of
3.U00 new smokers each day. An 
overwhelming majority of these new 
tobacco addicts are in their adolescent 
years. W hen used as in tended , 
cigarettes kill more than one o flh rce

Ltnne D Rjctardion. MD. FACEP it Auoott* Chief 
of L m t r t t n r y  u  Mtricm HcipuJ iM
AuJtUnt ClmtciJ Pretence of Med*ane it Cduffi&U 
I'rwrnrty Collet of PhytiCitm ind Surgecw, No* 
"■e* City She pmwutl Hut tttutnooy o n be hell 
the Coibtioo on S~ x-ni OR HaJth it a hu/tni 

» i th« f im r x - r i  p n m tto m cf the Adr.innintion t 
allh S«u».:y Aci Jrtl Other Health Reform 
erowult hetort th» Wm i.’vl Meira Committee 
cf the US Houve of Rrffner.ul/vw. November 19. 
1993

long-term users. Smoking is a majot 
cause of heart disease, lung cancer, 
mouth and throat cancer, emphysema, 
chronic bronchitis, chronic obstruc­
tive pulmonary disease, low birth 
weight babies, strokes, and a variety 
of other diseases. Tobacco is a leading 
cause of preventable deaths, respon­
sible for almost 20% of all deaths. ..

An increase in the federal excise 
tax is good health policy. The Pres­
ident’s proposal to raise thc~cigarette 
excise tax by 75 cents would save
900.000 lives over time by decreasing 
the r.umbei of people who use tobacco 
and. therefore, die from tobacco- 
related diseases.

The opportunity also exists to save 
an additional 1 million lives if the 
tobacco tax is raised by S2 per pack. 
This level of taxation would reduce the 
number of people who smoke by over
7.5 million and would prevent roughly 
2 million premature tcbacco-causcd 
deaths over time. Each additional 25 
cents of taxation beyond the proposed 
75-ccnt increase will save approxi­
mately 200.000 lives.

Taxing tobacco is fair and is good 
public health policy. These taxes will:
• deter millions of children from 

starting to smoke and encourage 
many current smokers to quit:

• promote public health, save-lives, 
and raise revenue.

• help pay for highei medical expen­
ditures incurred through tobacco 
use.

Substantially increasing tobacco 
prices is the single most effective tool 
in reducing tobacco use, particularly 
among children and youth. However, 
over the past 40 years, the federal tax 
has been raised by a total of only 15 
cents and in real dollar terms, is lower 
today than before we knew about the 

-  health effects of tobacco use. The tax 
•rm cigarettes has actually decreased 
to about 26% of the retail price 
(including federal, state, and local 
levies), from 48% in the mid-1960s.

By contrast, in other industrialized 
countries, the cigarette tax rate is over 
66% of the total price (see page 12). 
By failing to keep pace, our tax policy 
has actually helped to encourage more 
people to smoke.

Over the past 10 years, our neigh­
bors in Canada have used tax policy 
to secure great advances in tobacco 
control. According to a June 1993 
report from the Canadian Department 
of Finance, from 1980 through 1991. 
federal excise levies on tobacco 
increased by more than 550%, whereas 
provincial taxes rose by more than 
500%. These tax increases have had 
the greatest effect on youth. In 1981, 
45% of Canadian male teenagers 
smoked, compared with 22% in 1989, 
a more than 50% decrease in consump­
tion. From 1981 lo 1991. overall 
C anadian tobacco consum ption  
decreased by 36%. At the same lime, 
tax revenues increased from S2 billion 
to S7.1 billion (see page 7).



The cost of tobacco use has 
continued to climb. The Congressional 
Office of Technology Assessment 
recently found that in 1990 the total 
cost of smoking to the US economy 
was $68 billion, or $2.59 per pack of 
cigarettes. Raising the cigarette excise 
tax by $2 per pack would begin to 
more closely re tied  the costs of this 
product to society.

If there was a legislative proposal 
for a preventive health program that 
would save 2 million lives, I would 
support its enactment if it cost $20 
billion. To enact a program that will 
saw 2 million liws and r a ise  over S20 
billion in.revenue seems to me to be 
a compcllin^y Jttractive proposition.

We commend President Clinton for 
cognizing the health reasons for 

..icreasing the excise tax on tobacco 
products. While we urge you and 
President Clinton to increase the tax 
on cigarettes by $2 a pack, President 
Clinton's proposal points us in the 
right direction.

Misconceptions about Tobacco Taxes
The tobacco industry whemcntly 

claims that the tax will hit lower 
socioeconomic groups hardest. Yet, 
data compiled by the US Department 
of Agriculture show that the tobacco 
industry's own pricing policies arc far 
more harmful to the pocketbooks of 
the poor than tobacco tax policy. The

cigarettes more than 10% per year, on 
average, for more than a decade.

And where does this money go?

a o n g r e s s  
c a n  s a v e  2  m i l l i o n  
l i v e s  w i t h o u t  s p e n d ­
i n g  m o n e y .

Ten years ago, tobacco farmers 
received 7% cf the tobacco dollar. 
Today, a mere 3% benefits tobacco 
farmers, while over 50%.goes directly 
to the manufacturer; generating th e -  
excessive profits needed to finance the 
$4 billion in adwrtising and promotion 
each year, a disproportionate share of 
which is targeted to women, children, 
and minorities.

Further, a significant increase in 
the tax, by $2 per pack, would decrease 
consumption by an estimated 23%, 
ew n higher in lower socioeconomic 
communities, freeing up much needed 
disposable income in those cases. The 
real impact of smoking on lower 
socioeconomic groups is the higher 
rates of death and disease resulting 
from their continued addiction to 
tobacco, fostered by targeted industry 
adw rtisencnt campaigns.

Individuals living in lower socio­
economic communities, those whomindustry  has raised the  price of

Benefits o f Tobacco T ax  Increases

the tobacco industry claims would be 
m ost affected by a tobacco tax  
increase, can least afford the health 
care costs associated with tobacco use 
and are the most undcrscrved by the 
current health care system. According 
to an August 1993 report by the 
National Cancer Institute, the burden 
of illness and death caused by smoking 
is borne disproportionately by those 
lower income groups that often have 
the least access to medical care, 
smoking cessation programs, and 
information about cessation.

Another myth is the minority 
community’s lack of support fcr a $2 
ioae&S* in cigarette taxes. According.. 

-nra-redAn poil commissioned by‘the 
American Cancer Society, African- 
American voters (63%) are nearly as 
likely as white voters (66%) to support 
a $2 increase.

The same poll found that Hispanic 
voters (71%) are more likely than white 
vote«s (66%) to support the tax. 
Further, a majority of low-income 
voters (people earning less than  
$20,000) would favor a $2 increase as 
well. Perhaps they know that tobacco 
use is responsible for 48,000 African- 
American deaths each year and that 
the lung cancer rate for African- 
Americans was 2.3 times higher than 
for whites from 1980-87.

In conclusion, su b s tan tia lly  
increasing taxation on tobacco prod­
ucts is sound public policy and an

Size o f Tax  Increase $ .75 $1.00 $1.50 $2.00

1 Number Fewer Smokers 3.7 million 4.5 million . 6.2 million 7.6 million

.ives Saved 900,000 1.1 million 1.5 million 1.9 million

1 New Revenue/Year $11 billion $14 billion $19.2 billion $25 billion

Sowirr on <y Ofl
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effective method of reducing consump­
tion of tobacco products. It is an 
effective public policy tool for signif­
icantly reducing death and disability- 
from various forms of cancer, cardio­
vascular disease, and stroke.

The American Cancer Society, the 
.American Heart .Association, and the 
.American Lung Association and many 
o ther groups urge the  Congress 
to raise the cigarette tax by S2 per 
pack, an increase that will save nearly

J. million lives and raise well over s20 
billion each year. We also urge you 
to adopt the President’s proposal to 
equalize the tax on chewing tobacco, 
snuff, and other tobacco products with 
the tax on cigarettes.*5>

All voteis

Northeast
South
Central
West

Male
Female

Under 30 
30 to 39 
10 to 49 
30 to 64 

65 and owr

High school/less 
Some college 

College graduate 
Post graduate

Under S20K 
S20K to $30K 
S30K to S40K 
S40K to S50K 
Orer $50 K

White
Black

Hispanic

Smoker
Nonsmoker

S u p p o r t  f o r  C ig a r e t t e  T a x  b y  

D e m o g r a p h ic  G r o u p
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How Tobacco Tax Increases Affect Revenue
by David Su-eanor, Luc Martial, and John Dossetor

R arely do advocates for public 
health have an opportunity to 
propose a measure that will 

improve the community's health and 
bring in revenue at the same time. So 
the claim that taxes on tobacco 
products can greatly reduce future 
tobacco-related death and disease 
while simultaneously generattag.vast 
sums of money is often greeted with 
kepticism.
' Questions about how taxes can 
both reduce sales and increase revenue 
arc sometimes earnestly asked by 
interested politicians, government 
researchers, or reporters. At other 
times, the matter is raised ty  tobacco 
lobbyists as a way of spreading 
confusion. In either case, the evidence 
is worth reviewing.

Tobacco use does not decline in 
the same proportion as the tax 
increase. Among many developed 
countries, there arc estimates that a 
10% price increase results in a 4% sales 
decline. So for the entire tobacco 
market, the net effect is that more 
money gets spent to buy fewer 
cigarettes, resuiting in major health 
and revenue gains.

Another reason revenue increases 
arc so substantial is that tobacco taxes 
constitute only one component of the 
retail price. For instance, a jurisdiction

J jv td  5 « * j n o f  is  « m o t  IrftU  c o un se l. L u c  M a rtia l, 

policy s iu ly s t .  and John D o u e to r , a u o c u u  counsel 

st the  N on-S m okers' R i j h u  A l lo c u t io n .  O t U w i,  

O n tario . C anada.

with taxes constituting 30% of the 
retail price of cigarettes can increase 
its taxes by a third to achieve a 10%

price increase. Sales would then fall 
by about 4%, but each cigarette sold 
would generate a third more tax

Figure 1. Sales of Cigarettes 

Versus Tobacco Tax Revenue 
Canada 1981-1992

Domejtic Sates of Cigarettes and Fine-Cut Equivalents (1 g) 

Total Tax Revenue*
Sound. I SlMUMl Canada. fatalc-gut JJ W J
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Figure 2. Federal Tobacco Revenues 

and Total Cigarette Sales

Billions of Cigarettes

Federal Tobacco Revenue 
(Billions S/1991 Dollar*

Sostttu. Tht Tu Buvlrt on Tot*m . I :6*tto lrutuuti. vol. 27.199).

revenue. Public health is improved and 
tax revenue is also pretty healthy.

This relationship is illustrated very 
well by what has happened in Canada, 
as shown in Figure 1. At the beginning 
of the 1980s, Canada had a low level 
of tobacco taxation, similar to that 
currently found in the United States. 
Total domestic sales were over 70 
billion cigarettes, and governments 
were generating about S2 billion per 
year in taxes from tobacco products. 
By 1992, after a series of very large 
tobacco tax increases, the domestic 
market had plummeted to 40 billion 
cigarettes. But the higher taxes were 
generating S7.2 billion in government 
revenue.

In the long run, without further 
tax increases, tobacco revenue can be 
expected to decline gradually, primar­
ily because fewer young people will 
become add'Cted. But there is no 
reason that governments cannot uie 
tobacco taxes to improve health and 
simultaneously increase revenue for 
the foreseeable future.

In fact, the failure to increase taxes 
will not only work against public 
health but will shift the burden of 
taxation to other goods and services 
?s inflation erodes the taxes on 
tobacco. The United States provides 
pernaps the best example of this 
problem. As Figure 2 shows, the 
inflation-adjusted value of federal 
tobacco tax revenue was cut by more 
than half between 1963 and 1990. By 
not increasing taxes beyond what was 
already a very low level, the US 
government allowed the real level of 
tax to fall, thereby stimulating tobacco 
consumption and curtailing revenue.

The lessons are clear. Increased 
tobacco taxes help both revenue and

health. Failure to increase them hurts 
both of these goals. In so many other 
public health campaigns, governments 
have been urged to spend scarce 
resources to promote health. But in 
the case of tobacco tax policy, health 
advocates arc in the fortunate situation 
of urging governments to take the most

effective action against our leading 
cause of preventable death and inform­
ing them that they will sec a net gain 
in their treasuries for doing so.1®

Eurrpt/d from TU  Cinodian Tt&xco Tax £xpt- 
rttncr: A G il*  S/urfy. funded by * gnnt from lh« 
Th n ite r  R ourut Fund.



Tobacco, Health, and Jobs: 
Myths and Realities

D ocs the greatest threat to workers in tobacco 
manufacturing and growing come from govern­
ment mandated health measures, like the proposed 

increase in the excise tax on tobacco products? Will a 
substantial tax increase devastate tobacco workers or the 
tobacco growing region? The answer is no.

Much of what has been written about the impact of 
' ’ alth measures designed to discourage tobacco consump- 
a on jobs in the tobacco industry is patently false. More 
.oacco growing and "manufacturing jobs have been lost 
over the past decade as a result of actions by tobacco 
manufacturers than because of health measures such as 
excise tax increases.

Another popular misconception is that Piicc Water­
house has issued a report projecting the number of jobs 
that will be lost if tobacco taxes are increased. It did not. 
Price Waterhouse has produced a projection of the impact 
of tobacco on the economy. Projections of the impact of 
an increase in the federal tobacco tax on jobs are entirely 
the work of the Tobacco Institute.

Myth: 2.3 million jobs in the United States depend on 
continued tobacco consumption at current level*.
Reality: Of the 2.3 million jobs claimed by the tobacco 
industry to depend on tobacco, only 259.616.* or 11%, 
are actually involved in growing, warehousing, manufac­
turing or wholesaling tobacco products.
• 1.6 million of these jobs have no involvement with 
growing, warehousing, manufacturing, supplying or 
selling tobacco products: that is, they are not in and 
do not serve the tobacco industry.1 
Of those who the tobacco industry states sell tobacco 
products at the retail level, few depend exclusively on 
the sale of tobacco products.*

rrrpiml by (he Co*li»ton on SmMjrtf OR Hulth. Wuhmgton. DC.

Myth: Jobs in tobacco growing and manufacturing have 
declined over the last 10 years because health concerns 
have caused decreased tobacco production.
Reality: Cigarette production has actually increased over 
the past decade, but tobacco related jobs have fallen 
dramatically due to actions taken by the major 
manufacturers.
• The number of cigarettes manufactured in the United 
States increased during the 1980s due largely to growth 
in thfexport market.
Number of Cigarettes Manufactured in the United 
States1
1983-667.00 billion 
1991 -6S5.C0 billion 

However, even as cigarette production rose, both 
manufacturing and farming jobs have been lost.
• Tobacco Manufacturing Jobs4 Have Decreased By 29%: 
1982 -  68.700 jobs
1992-49.100 jobs

19,600 jobs lost
• The Number of Tobacco Farms5 Have Declined by 23%: 
1985— 179.C30 tobacco farms
1992— 137,000 tobacco farms

42,000 fewer tobacco farms 
The primary cause of job loss over the past decade has 
been decisions by manufacturers and not government- 
mandated health measures. Declines in manufacturing 
result from increased mechanization. Declines in tobacco 
growing are caused by the increased use of imported 
tobacco by.American manufacturers.

Myth: The‘financial health of the tobacco farm economy 
rises and falls in unison with the tobacco manufacturing 
sector.
Reality: Over the past decade, tobacco manufacturer profits



and revenue have risen dramatically 
while farmers have not shared in their 
prosperity.
• Between 1982 and 1991, tobacco 

manufacturers’ revenue rose from 
S13 billion to S32 billion: the IRS 
reports that between 1981 and 1987 
tobacco manufacturers' net income 
(profiM rose from $2.3 billion to 
$4.4 billion. At the same time, the 
tobacco crop value to farm ers 
actually decreased*

• Between 1980 and 1991, the tobacco 
farmers’ share of the retail tobacco 
dollar fell from 7% to 3%, while the 
tobacco manufacturers’ share rose 
from 37% to 50%.7 .

Myth: An increase of one to two dollars 
in the tax on tobacco products will 
result in the loss of hundreds of 
thousands of jobs in tne I S  economy. 
Reality: An increase in the tobacco tax 
will significantly affect only a fraction 
of the jobs the Tobacco Institute says 
are at risk and will create many new 
jobs. Few jobs will be lost and many 
lives will be saved.
• Money not spent on tobacco prod­

ucts due to a tobacco tax increase 
will not disappear from the econ­
omy, but will be spent on other 
goods and services, creating new 
jobs, perhaps as many as may be 
lost in the tobacco industry. At 
worst, the net effect on the total 
number of jobs v/ill be minimal.

• Two-thirds (or 1.6 million) of the 
jobs which the Tobacco Institute 
says are dependent on tobacco and. 
therefore, at risk, are not in the 
tobacco industry and thus unlikely 
to be affected by a tobacco tax

increase. The same is t: je  for the jobs 
of those who sell tobacco at the retail 
level or supply m aterials to the 
industry, because only a fraction of 
their business depends on tobacco.
• Tobacco industry estimates of the 

impact of any proposed tax increase 
on consumption are grossly inflated. 
They also fail to take into account 
recent price decreases and the 
number of cigarettes exported.

• There are only 259,616 jobs involved 
in growing, warehousing, manufac­
tu rin g , supplying, and selling 
tobacco products. Jobs in these 
fields have declined and will con­
tinue to decline even if^no tax 
increase is enacted.

• The economic impact of a tobacco 
tax increase would be fairly small 
as a share of total economic activity 
even in tobacco growing areas 
because these regions, particularly

in North Carolina, have become less 
dependent upon tobacco and more 
diversified.6 

• Tobacco causes death and disease, 
which seriously harms the economy. 
A reduction in tobacco use will 
improve productivity, reduce health 
care costs, and guarantee additional 
economic activity.**!

Notes
1. 'Tht Economic Impact oI the Tobacco Industry 
on the U.S. Economy." Wee Waterhouse, 1902.
2. “Economic Impact ofTcbac-o on the Economy," 
Price Waterhouse, 1990.
3. 'Tobacco Situation and Outlook." US Department 
of Agriculture. 1992.
4. "Labatat Series Report." Bureau of Labor 
Statistics, US Department of Labor. January 1993.
5. Womach J. Congressional Research Service. 1985, 
1992; Criie V, "Economic Importance cf tht US 
Tobacco Industry," Tobacco Situation and Outlook. 
April 1991.
6. Tobacco Economies; Whet's AJnud." Agricultural 
Outlook/September 1993. US Department of 
Agriculture, 1993.
7. Gcise V, ‘Tire Chau**.* Tobacco User's Dollar. 
Tobacco Situation and Outlook. US Department cf 
Agriculture, June 1992.
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Taxes in the United States btj Peter Fisher

A il 50 states, the District of 
Columbia, and a few local 
jurisdictions impose an excise 

tax on cigarettes. State taxes range 
from a high of 60 cents per pack in 
Hawaii (65 cents in Washington. DC) 
to a low of 2.5 cents per pack in 
Virginia. Washington state's tax, 
currently at 54 cents per pack, is 
scheduled to rise to 75 cents by 1996.

Several states raised their cigarette 
taxes in 1993, including Connecticut, 
Hawaii, Illinois. Missouii, New Mex­
ico, New York, North Dakota. Oregon, 
Rhode Island, and Washington. By 
contrast, it has been almost 30 years 
since the tax increased in Virginia.

The federal tax on cigarettes now 
^stands at 24 cents per pack, but 

’resident Clinton has proposed an 
'“'increase to 99 cents in his health care 

plan. In addition, the President has 
proposed increasing the tax on smoke­
less tobacco products to an acrount 
equivalent to that on cigarettes.

Forty states also tax smokeless 
products, most often based on the 
wholesale price. Illinois was the most 
recent state to enact a tax on these 
products, 20% of the wholesale price. 
Missouri also instituted such a tax for 
the first time in 1993, 10% of the 
wholesale price.

With increased awareness of the 
public health benefits of higher 
tobacco taxes, and the continued dire 
fiscal straits of most states, the recent 
trend toward larger increases should 
continue.

Although a federal tax increase 
would initially produce lower revenues 
for the states, raising taxes at the state 
level could offset such a decline. Even 
with the resultant lower consumption, 
there is plenty of leeway for more and

Peter Fisher is »uu issues administrator it the
Culitton on smokjng OR Health. Washington, DC.

larger increases at the state level, thus 
saving lives and raising revenue.

For further information about

state and local tobacco taxes, contact 
Peter Fisher at the Coalition on 
Smoking OR Health.©

Taxes on Cigarettes and Smokeless Tobacco in the United States
Tax on Year of Most 

Cigarettes tin cents) Recent Increase
Tax oo 

Smokeless Tobacco

Federal 24 1993 8* per pound
Alabama 16.5 1984 Tax based on weight:
Alaska 29* 1969 25% of wholesale pnee
Arizona IB 1991 S.02/ounce
Arkansas 31.5 1993 25% of mfr. pnee
California 37 1993 26.82% of wholesale price
Colorado 20 1986 20% of mfr. price
Connecticut 47 1993 20% of wholesale price
Delaware 24 1991 15% of wholesale price
Dist. of Columbia 65 1993 •one
Florida 33.9 1990 25% of wholesale price
Georgia 12 1971 None
Hawaii 60 1993 40% of wholesale pnee
Idaho 18* 1987 35% of wholesale price
Illinois 44 1993 20% of wholesale price
Indiana 15.5 1987 15% of wholesale pnee
Iowa 36 1991 22% of wholesale pnee
Kansas 24 1985 10% of wholesale price
Kentucky 3* 1970 None
Louisiana 20* J_ 1990 None
Maine 37 1991 50% of wholesale price
Maryland 26 1992 None
Mauacnusclts 51 1993 50% of wholesale pnee
Michigan 25* 1988 None
Minnesota 48* 1992 35% of wholesale pnee
MisiiUipt. 1? 1985 13% of mfr. pnee
Missouri 17 1993 10% of mfr. pnee
Montana 18 1990 13.38% of wholesale pnee
Nebraska 34* 1993 15% of wholesale price
Nevada lot ’ 1939 30% of wholesale pnee
New Hampshire 25 1990 20.1% of wholesale pnee
New Jersey 40* 1990 24% of wholesale price
New Mexico 21* 1993 25% of wholesale pnee
New York So 1993 15% of wholesale pnee
North Carolina 5 1991 2% of wholesale pnee
North Dakota 44 1993 28% of wholesale price
Ohio 24 1992 17% of wholesale pnee
Oklahoma 23 1987 30% of wholesale pnee
Oregon 33 1993 35% of wholesale pnee
Pennsylvania 31 1991 None
Rhode Island 44 1993 20% of wholesale pnee
South Carolina 7 1977 36% of wholesale pnee
South Dakota 23 1985 None
Tennessee 13 1969 6% of wholesale pnee
Texas 41 1990 3521% of mfr. pnee
Utah 26.5 1991 35% of mfr. price
Vermont 17 1993 20% of distnbutor pnee
Virginia 2.5 1966 None
Washington 54 1993 64.9% of wholesale pnee
West Virginia 17 1978 None
Wisconsin 38 1992 20% of wholesale pnee
Wyoming 12 1989 None
• Psum m Hi u rrM fi w Ml unat-nm*
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Taxes Around The World

Taxes and Average Retail S e lling  Price For a Pack of 20  Cigarettes*

,

Total Taxes 
/American S

Av. Retail Price 
American S

Total Tax 
Incidence

CANADA (highest province) (Dollar) S3.59 S4.99 72%
DENMARK (Krone) $3.56 $4.20 ■85%
NORWAY (Krone) $3.24 $4.75 68%
CANADA (av. of provinces) (Dollar) $2.94 $4.27 69%
UNITED KINCDOM (Pound) $2.72 $3.56 76%
IRELAND (Punt) $2.62 $3.44 76%
SWEDEN (Krona) $2.56 $3.50 73%
CANADA (lowest province) (Dollar) $2.51 $3.80 66%
FINLAND (Markka) - $2.27 $3.06 74%
GERMANY (Maik> $2.13 $2.99 71%
NEW ZEALAND (Dollar) $1.96 $2.90 68%

FRANCE (Fraud $1.80 $2.40 75%
NETHERLANDS (Guilder) $1.78 $2.47 72%
BELGIUM (Prime) $1.75 $2.39 73%
HONG KONG (Dollar) $1.50 $2.78 54%
AUSTRALIA (Victoria) (Dollar) $1.42 $2.38 60%

ITALY (Lira) $1.25 $1.73 73%
JAPAN (Yen) $1.24 $2.08 60%

LUXEMBOURG (Franc) $1.23 $1.82 68%

PORTUGAL (Escudo) $1.21 $1.54 79%

SWITZERLAND (Franc) S1.08 $2.16 50%

UNITED STATES (highest state) (Dollar) $1.02 $2.33 44%

ARGENTINA (Peso) $0.96 $1.36 70%

GREECE (Drachma) $0.82 $1.18 69%

TAIWAN (Dollar) $0.62 SU l 47%

UNITED STATES (Av. of states) (Dollar) $0.56 $189 30%

KOREA (Won) $0.45 $0.74 60%

SPAIN (Peseta) $0.45 $0.67 66%

UNITED STATES (lowest state) (Dollar) $0.34 $1.73 20%
• U <V S lum ber 24.1993. Sounr. ' R ifha  M io n xv n . u r u u



Taxing Other Tobacco Products by Gregory S’. Connolly

T he Clinton Administration has 
proposed equalizing taxes tor 
smokeless tobacco, cigars, and 

smoking tobacco with the tax on 
cigarettes. The Administration’s pro­
posal should be supported because 
lower taxes on smokeless tobacco will 
result in many smokers switching from 
cigarettes to smokeless tobacco and 
many youngsters who would not 
oke taking up snuff, dipping or 
icwing tobacco instead.
Use of oral snuff has already soared 

among young males in response to a 
sophisticated marketing campaign, 
and the most effective tool to curb use 
among youth is higher taxes. 
Moreover, the new tax will generate 
significant revenue to finance health 
care reform.

Before 1965, chewing tobacco and 
oral snuff were subject to a federal 
excise tax of 10 cents per pound. But 
in 1966, Congress repealed the tax, 
citing the decline in consumption of 
these products and dispropoitionate 
use by low-incomc persons.

In 1985, after a surge in smokeless 
tobacco use by teenage boys, Congress 
re-levied the tax on oral snuff at 24 
cents per pound and on chewing

Crescry N. Connolly. DMD. MPH. n  director oi Uw 
“ uuchuwtU Department ot Health» Tobacco 

w * Proeram. Thu arucle is eicerpted from hti 
— - uraooy on behaH a t  the American Puh»«- Health 

•xiauon and the American Dental Auoctauon 
PcUre a heartna ot the Houu Ways and Means 
Committee on the Health Security Act. Nowemtwr 
18.1993

tobacco at 8 cents per pound. These 
rates represented a 1.8 cent tax per 
1.2-ounce tin of snuff and a 1.5 cent 
tax per 3-cuncc pouch of chewing 
tobacco.

The Chairman of the Senate 
Finance Committee stated that he 
would consider raising the tax again 
once the pending surgeon general's 
report on smokeless tobacco confirmed 
whether the product caused mouth 
cancer. Although the 1986'Surgeon 
General’s Report concluded that 
smokeless tobacco caused cancer, 
Congress did not raise the tax.

Todav. the tax on a tin of oral snuff 
is 2.7 cents and on a pouch of chewing 
tobacco. 2.3 cents, one-eighth the tax 
on a pack of cigarettes. The current 
tax will generate an estimated 528.5 
million in 1993 of which 520 m.llion 
will come from snuff (55.2 million 
pounds), and S8.5 m illion from 
chewing tobacco (72 million pounds).

From 1980 to 1989, consumption 
of moist snuff increased by 57%, from 
26.7 million pounds to 41.9 million 
pounds. Almost three-fourths of a

billion tins of snuff are sold annuallv. 
Consumption of chewing tobacco felt 
12% during the same time, from 72.3 
million pounds to 63.5 million pounds. 
Between 1970 and 1985, the use of 
the moist snuff increased by 30% 
amor.g all Americans, but eightfold in 
the 17- to 19-year-old group.

Such an increase did not occur by 
accident, but as the result of a carefully 
crafted marketing strategy by tobacco 
companies, which use extensive point- 
of-purchase displays, wide distribution 
of free samples, and sponsorship of 
sports and cultural events. Skoal and 
Copenhagen, two brands manufac­
tured by the United States Tobacco 
Company (UST), account for 90% of 
this increase in sales.

In 1983, to promote an easy-to- 
use teabag of snuff. UST introduced 
Skoal Bandits with a cartoon charac­
ter, saying, "Take a pouch instead of 
a puff." The "Bandit" is a low-nicotine 
teaching tool that allows novices to 
develop tolerance to the toxic effects 
of the nicotine. Once a "taste" is 
acquired, new dippers gradually move

Changes in  Tobacco C onsum ption 1985-1991

Cigarettes*
(Packs)

Moist Snuff* 
(Tins)

Chewing Tobacco* 
^Pouches)

1986
1991
%

28,044
24,201
•14%

480
616
*28%

399
363
-9%

’Inmitlioni.
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to the more potent and addictive 
brands.

The campaign has been successful. 
Of the estimated 10 million American 
users of smokeless tobacco. 3 million 
are under the age of 21 years. The 
1990 Youth Risk Behavior Survey 
found that 24% of all white male high 
school students used smokeless

obacco at least once during the past 
month. A 1989 National Collegiate 
Athletic Association (NCAA) survey of 
college athletes found a 40% increase 
(from 20% to 28%) in the use of 
smokeless tobacco from 1985 to 1989. 
Among NCAA baseball players, an 
alarming 57% use smokeless tobacco.

While cigarette consumption has 
fallen 24% from 1982-1991, unit sales 
of oral snuff have increased 60%. In 
1991, approximately 700 million tins 
of oral snuff were sold at an estimated 
cost of SI.86 per tin for an estimated 
retail market value of SI.3 billion, 
including taxes. Tha unit price is 
similar to a pack of cigarettes. SI.71 
per package in 1991. During that year, 
approximately 400 million pouches of 
plug chewing tobacco were sold at an 
estimated SI.40 per pouch with an 
estimated retail value of S560 million. 
Total smokeless tobacco sales arc 
estimated to be SI.86 billion for 1991.

Thirty-four states tax spit tobacco 
using a fixed percentage of wholesale 
or manufacturers’ price at an average 
of 26%. slightly less than their rate 
on the manufacturers' price of 
cigarettes. 31%. Two states tax on 
weight. (See page 11.) Thirty-six states 
realized S190 million in taxes in 1991 
on all tobacco products other than 
cigarettes; this amount represented 4% 
of their total tobacco taxes. Unlike the 
federal government, these states tax 
spit tobacco on a basis equivalent to 
cigarettes. States that don’t tax spit 
tobacco generally have very small 
cigarette excise taxes.

If the Administration’s proposed 
increase in the tax on smokeless 
tobacco products is enacted, we can 
expect 1.3 million current users of 
these products to quit. The estimate 
of fewer users is based on a 2.6% 
decrease in the number of smokeless

users for every 10% increase in the 
price, a formula taken from research 
on cigarette smokers. Should manu­
facturers lower their prices as they 
recently have on cigarettes, fewer 
users will quit.

And, the tax would bring in S750 
million in new revenue.

In summary, the tax on all tobacco 
products should be raised significantly 
to finance health care reform, and we 
support the Administration’s proposal 
to do so. /Ml tobacco should be taxed 
equally and adjustments arc needed 
for the proposed rates on snuff and 
chewing tobacco.O
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Smokeless But Not Harmless

Smokeless tobacco is not a safe 
alternative to cigarettes. Oral snuff, 
the most popular form of smokeless 
tobacco, is a finely ground tobacco 
held in the mouth next to the cheek 
and gum. It causes mouth cancer, gum 
recession, and other oral problems. A 
North Carolina study found that long­
term users of oral snuff were 50 times 
more likely than nonusers to develop 
mouth cancer, a devastating disease 
that resuits in the loss of portions of 
the face and jaw. Each year 30,000 
Americans develop mouth cancer, and
10,000 die from the disease. More than 
40% of patients are dead within five 
years of diagnosis.
Use of oral snuff also causes 

breakdown of the gum tissue where 
the tobacco is held. Treatment of this 
problem can he painful and expensive.
Canccr-causing chemicals con­

tained in oral tobacco include:
• Polonium 210, a radioactive particle
• Benzopyrene
• Nitrosamines, at levels 20,000 times
greater than that allowed in food
Both oral snuff and chewing tobacco

(cut-Ieaf tobacco that is chewed) 
contain nicotine, the drug that makes 
them addictive. The amount of nic­
otine in a tin of snuff or pouch of 
tobacco is 2Vi times greater than that 
in cigarettes, making oral tobacco a 
very cheap source of nicotine. _____



C a s e  S t u d i e s

Using Media Advocacy to Win 
Massachusetts Cigarette Tax Hike

Editor’s note: In Massachusetts, as in 
several other states, citizens can 
bypass the legislature by drafting a bill 
and gathering petitions to place it on 
a statewide ballot. Voters then decide 
whether the initiative will become law. 
Last year, the Massachusetts Division 
of the American Cancer Society ted 
the effort to pass Question 1, an 
initiative that would raise the tobacco 

* by 25 cents and recommend that 
w funds generated, from the tax be 

jpent on a tobacco education program.
Taking an issue directly to the 

voters can avoid the pervasive influ­
ence of the tobacco industry on state 
laumaKcrs. But the tobucco industry 
can use its money to woo voters, too. 
Sot being able to outspend its oppo­
nent. the American Cancer Society 
decided to turn this disadvantage into 
a strength and launched a strategically 
superior media advocacy campaign. 
Following arc highlights o f that 
Ljmpaiyn:
A lthough many observers tend to 

equate’ media campaign with 
paid (mostly television) adver­

tising. the American Cancer Society’s 
media effort relied heavily on so-called 
free media, generated by an aggressive 
public relations effort.

While the tobacco industry had 
most unlim ited resources— the 
Justry's Committee Against Unfair 

Taxes spent about $9 million during 
the campaign, about S1.8 million of

that for paid advertising— the cam­
paign had a comparatively modest 
budget of less than 51 million. About
5300.000 could be spent on paid 
advertising— a fact which raised fears 
that the tobacco industry would 
overwhelm the American Cancer 
Society’s message in an all-out TV ad 
blitz.

To counterbalance the expected 
pro-tobacco advertising edge, the 
campaign moved early to secure the 
editorial support of major news 
organizations around the state. Sev­
eral months before the electijn , 
campaign leaders began meeting with 
ediloiial boards of major newspapers 
and television and radio stations, 
presenting their arguments for Ques­
tion 1 and requesting fair coverage of 
campaign events as well as editorial 
support.

Particular attention was paid to the 
state's dominant newspaper, the 
Boston Globe. With a readership of 
about 40% of the state's voters, the 
Globe can have a major impact on 
virtually any statewide campaign. If 
the paper were to devote a significant 
amount of space to covering the 
Question 1 campaign, that exposure 
would go a long way toward offsetting 
the effects of the tobacco industry's 
advertising effort.

Campaign leaders also met with 
the editorial board of the Boston 
Herald and the daily papers in other 
major cities. The results were positive.

"Overall, the papers were tremen­
dously interested in v hat we were 
doing,” says Candace Pierce-Lavin. 
who managed the campaign. That 
intense interest was reflected in news 
coverage— free media— that allowed 
the campaign's message to reach a 
larger audience than would have been 
possible through paid advertising 
alone.

To receive news coverage, how­
ever. the campaign had to work at 
generating real news. The campaign 
held news conferences tied to key 
events; the events always stressed the 
broad-based support for Question 1 
and provided the y.tss with a specific 
news peg, such as the record-breaking 
number of signatures the campaign 
had gathered. The campaign also 
publicized major endorsements, such 
as the one from former surgeon 
general C. Everett Koop.

Along the way, the campaign used 
its share of gimmicks, including a Kids 
Press Conference that featured a 
parade of youngsters and an old- 
fashioned political campaign rally. 
Most of these events received fairly 
good news coverage, as did the 
campaign-supplied weekly updates of 
the enormous sums of money the 
tobacco industry was spending.

The campaign designated a team 
of speakers led by Dr. Blake Cady. 
Division president, to debate the 
tobacco industry’s spokesmen in as 
many public forums as possible. These

Worid Smoking h  Hnllh '.S



debates received solid media coverage 
that likewise helped offset the oppo­
sition's enormous advertising 
advantage.

Throughout the campaign, the 
tobacco industry's chief spokesman 
was Jack Flood, a former state repre­
sentative and past chairman of the 
legislature's Taxation Committee. 
Although Flood enjoyed credibility 
with the public on tax-related issues, 
the campaign continually stressed that 
he was being paid by »hc tobacco 
industry for all his debates and public 
appearances— a fact that greatly 
reduced his credibility on the issue at 
hand.

Cady and Flood crossed swords 
several times. By the campaign's end. 
Flood’s association with the tobacco 
industry had significantly hurt his 
ability to sway an audience— or the 
attendant reporters.

The industry also suffered from the 
controversy that arose when it was 
rev-caled that a political activist who 
helped the ACS during its signature 
drive had been hired to handle media 
work by the Committee Against Unfair 
Taxes. The coalition seized on every

D o o n e s b u r y

such opportunity to attack the oppo­
sition's credibility —  and. by contrast, 
to enhance its own.

A final clement of the campaign's 
media effort was emphatically nontra- 
ditional: an effort to jawbone major 
television outlets into reducing the 
amount of airtime they would sell to 
the well-monied opponents of Ques­
tion 1. Arguing that the public interest 
wouid be hurt if the tobacco industry 
were allowed simply to "buy'' the 
election, campaigp leaders asked the 
general managers of Boston television 
stations to lim it the number of 
industry-sponsored ads they would air.

Given the sour economy— which 
had already caused painful cutbacks 
at all the Boston stations— it's not 
clear that such an appeal to good 
government instincts would ever have 
been to ta lly successful. But the 
campaign, wary about pressing the 
issue too sharply and risking a public 
confrontation that might have created 
bad publicity, did not wage an all-out 
pressure campaign.

The Coalition's limited effort did 
yield some results: one Boston station 
imposed a firm limit on the purchase

of airtime related to Question 1. and 
another provided a substantial number 
of free airings for the Coalition's Vole 
Yes on Question 1 commercial. None­
theless. the tobacco industry still 
enjoyed a significant advantage in 
commercial airtime for its ads. an 
advantage it would use to narrow the 
Coalition's considerable lead in the 
public opinion polls.

Campaign leaders later agreed that 
the organizers of future campaigns 
would probably benefit from taking a 
consistently hard-nosed approach in 
battles over television time.

At every opportunity, the pro­
tobacco Committee Against Unfair 
Taxes sought to take advantage of 
public cynicism about the politicians 
on Beacon H ill. The central theme of 
the tobacco industry's campaign 
stressed that the money raised from 
the increased cigarette tax could not 
legally oe earmarked for tobacco 
control. Because these funds were 
"subject to appropriation by the 
legislature." Flood and others main­
tained that the taxpayers' money 
would once again be wasted by the 
profligate spenders in the State House.
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This anti*tax theme formed the 
basis of the tobacco industry's first 
television ad. which concentrated so 
thoroughly on the tax issue that it 
never mentioned the words cigarette 
or smoking. Clearly the opposition 
understood that Massachusetts voters 
heavily favored measures to reduce 
cigarette consumption: their only 
chance of victory lay in getting voters 
to see Question 1 not as a public health 
issue, but as just another tax hike.

As :U  campaign progressed, 
however, the opposition began airing 
several other commercials, which 
lacked the tight anti-tax forus of its 
earlier TV* spot.

By contrast, the American Cancer 
Society campaign :ontmucd to 

.imer away at a few .-[early defined 
•ategic themes. The campaign's 

reicvision commercial, produced by 
Marttila & Kiley, clearly identified the 
tobacco industry as the principal 
opponent of Question 1 and noted the 
decline in cigarette consumption that 
followed passage of Proposition 99 in 
California.

The ad then identified the Amer­
ican Cancer Society as the sponsor of 
the rcterendum question and asked 
voters. "So- who are you going to 
vote for?” Tie tag line. "Question 1. 
It's about saving lives' also framed the 
issue c'.early in terms of public health.

The ad— which opened with a 
striking montage of cigarette packages 
arranged as tombstones— proved both 
memorable and effective. A tracking 
pell taken two weeks alter the com­
mercial's debut found that 40% of the 
state's voters remembered it. an 
■“trtmely high percentage given the 

alrvely limited airtime the campaign 
.d been able to purchase.

Still, the campaign's leaden kne* 
that they could not rely on TV
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advertising alone to cany home their 
message. The month before election 
day. campaign officials held another 
round of editorial board meetings, 
soliciting pre-election endorsements. 
An overwhelming majority of the 
state's news organizations 'including 
the same stations that refused to 
curtail their sales of airtime to the 
opponents of Question 1) did come out 
in favor of the referendum's passage.

Coupled with continuing appear­
ances by Cady and the other ACS 
speakers on the talk show circuit, as 
well as widespread distribution of the 
campaign's brochure, the media 
endorsements helped bring the cam­
paign's message to a wide audience. 
So too did a grassroots effort to provide 
local visibility with volunteers holding 
roadside signs and other campaign 
gear.

But the opposition’s ad blitz, 
despite its lack of focus, unquestion­
ably had an effect. By mid-October, 
tracking polls showed support for 
Question 1 had dropped to 58%.

Two days before the election, at 
the urging of John Marttila and Tom 
Kiley. the campaign took out a full- 
page ad in most of the state's daily 
.«■— ran 'h* ^:y before the 

election, liu  jj .r>r , ottraytd the
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referendum campaign as a fight 
between the American Cancer Society 
and the tobacco industry and docu­
mented the effectiveness of the 
cigarette tax hike in California. The 
ad also earned a long list of individuals 
and groups that had endorsed Ques­
tion 1. to stress the broad-based nature 
of the campaign's support.

The same day, a major insurance 
company in the Coalition took out its 
own ad in several papers, also urging 
support of Question 1. For good 
measure, the campaign ran its full- 
page ad again on Election Day in a 
number of big city dailies.

The total cost of the campaign's 
pnnt advertising blitz was almost 
S100.000. With the race closing 
rapidly, this proved to be money well 
spent.

Final returns showed the voters of 
MassachusettsapprovedQuestion 1 by 
a margin of 54% to 46%. In the end, 
the backers of Question 1 had been 
outspent but notout-campaigned: they 
made their case directly to the people 
of Massachusetts, and the voice of the 
people rang out loud in agreement.
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C a s e  S t u d i e s

Raising Cigarette Taxes in a Tobacco Growing
Jurisdiction by David Swcanor, Luc Martial, and John Oossctor

B ecause Canada grows more 
tobacco per capita than the 
United States, the tobacco 

farmers can be a rowerful lobby, 
particularly in Ontario where the vast 
majority of Canada’s tobacco is raised. 
In fact. Ontario’s tobacco tax was 
traditionally as low as those in such 
tobacco belt states as North Carolina, 
Kentucky, and Virginia.

Since Ontario has by far the largest 
population of any Canadian province, 
the low tax on tobacco kept Ontario’s 
consumption high, which in turn 
inflated national tobacco consump­
tion. Ontario’s low-tax policy also 
made it more difficult tor otncr 
provinces to raise taxes.

By 1984. tobacco taxes in Ontario 
had reached 50 cents (Canadian) a 
pack, mainly because of an indexing 
system that automat cally increased 
the tax.

When the government changed in 
1985, the politician who emerged with 
control over the provincial budget was 
from Ontario’s tobacco belt. His long 
history of supporting tobacco growers 
and opposing tobacco taxes meant a 
strong possibility the province's 
tobacco tax would not be increased 
and there was even a risk of a rollback.

This politician remained in charge 
of the budget until 1990. Yet during 
his five-year tenure, we obtained the 
two largest tobacco tax increases the

IMS IK  OQWHTE W  KNT HIS MR MX5 HNE O T  IW W lt f

province had ever seen. The tobacco 
taxes in Ontario did not fall— they 
doubled.

With the next Jiange in govern­
ment in 1990, the increases continued. 
By 1992, the tobacco tax in this major 
tobacco growing jurisdiction had 
reached SI .30 per pack of 20 cigarettes.

How this was done provides a 
lesson in the creative use of simple 
economic concepts.

Tbe arguments
Sometimes politicians can be 

motivated solely by the magnitude of 
the health problem caused by tobacco 
use.

Sometimes a simple comparison of 
the number of lives lost to tobacco and 
the number of people the tobacco 
industry employs will sufficiently show 
the absurdity of placing the financial 
well-being of tobacco growers above 
the health of the entire population. 
Our experience is that these argu­
ments. as well as the estimates of 
increased government revenue (see 
page 7), should virtually always be 
used.

But sometimes the issue calls for 
a direct analysis o f the impact o f higher 
taxes on tobacco farmers. In  such an 
analysis, two facts are im portan t 
• Tobacco leaf constitutes on ly a very 

small part o f the cost o f cigarettes 
(the average cigarette contains less 
than one gram o f tobacco).



• A tax increase in a tobacco growing 
jurisdiction will affect only the 
proportion of locally grown tobacco 
consumed in that area. (In other 
words, how much Virginia tobacco 
do Virginians smoke?)

For Ontario, figures showed that 
about half the 170 million pounds of 
tobacco produced there was sent out 
of the country. We then estimated, 
based on sales figures, that about a 
third of national tobacco consumption 
took place in Ontario. This left about 
29 million pounds, or only 17% of the 
crop actually consumed in Ontario. 

“““ *t would be directly impacted by a 
- x increase.

We then looked at what would 
happen to these tobacco sales were the 
tax increase we advocated actually 
implemented. This meant determining 
;he percentage decline in consumption 
and applying this percent to the 
amount of the crop purchased in the 
province. At that time cigarettes were 
still cheap, about two Canadian dollars 
per pack, and we were seeking an 
increase of 15 cents in the tax per pack, 
giving us a price increase of about 
7.5%. Using estimates of price sensi­
tivity. we calculated that this increase 
would reduce tobacco consumption by 
about 3%.

This 3% decline in O ntario 's 
tobacco consumption would theoret­
ically reduce the demand for locally

T h e  g o v ­
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g o  $ 1 0  m i l l i o n  a  
y e a r  f o r  e a c h  
t o b a c c o  f a r m e r  k e p t  
i n  b u s i n e s s .

grown tobacco leaf by about 860.000 
pounds, only 0.5% of local tobacco 
production. We calculated the poten­
tial loss of revenue to Ontario's tobacco 
growers by multiplying this decline in 
sales by the cunrent price for tobacco. 
Sales would oe reduced by about
SI.5 million, which translated into 
about 13 average sizea tobacco farms 
going out of business.

But the revenue numbers showed 
that a tax increase of this size would 
raise an additional $130 million. This 
meant the government would forego 
S10 million every year for each tobacco 
farmer kept in business. We charac­

terized the low tobacco tax as the most 
expensive, least efficient farm support 
scheme in national history. We didn't 
hesitate to remind policymakers of the 
additional disease, death, and teenage 
addiction, associated with promoting 
higher levels of consumption.

We made the point that keeping 
tobacco taxes down to "help tobacco 
farmers" was simply unjustified in 
economic as well as health terms. Far 
better that politicians who want to 
assist these farmers should support 
higher tobacco taxes but simultane­
ously take some part of the additional 
money raised to assist tobacco grow­
ing areas find alternative sources of 
revenue.

The case was dear cut and the 
logic of it constantly reiterated in our 
quest for health-oriented tobacco 
taxation. And it worked: taxes went 
up, consumption went down, tax 
revenue increased, and assistance was 
given to tobacco farmers to adjust to 
lower consumption levels .^

E u tr r u d  from T h t G r o & n  Tbtocro T n  L it * . 
ntncr. A C-u* Sluty, 1993. funded by * gn r! from 
ih* Thruher .iixiKft Fund

Worid S a o t o *  6  HuW> 19



Resources

Smoking and Health in the Amer­
icas. A 1992 Report of the Surgeon 
General, in collaboration with the 
Pan American Health Organization.
This surgeon general’s report contains 
.in academic overview of tobacco taxes, 
with a bibliography, pages 127-141. 
Published by the US Department of 
Health and Human Services. Public 
Health Service. Centers for Disease 
Control and Prevention. National 
Center for Chronic Disease Prevention 
and Health Promotion. Office on 
Smoking and Health.

The Impact of Cigarette Excise 
Taxes on Smoking Among Children 
and Adults- Summer,- Rcoor: of a 
National Cancer In stitu te  E xpert 
Panel. August 1993. Produced by the 
Division of Cancer Prevention and 
Control of the National Cancer Insti­
tute. this report reviews the literature 
n the effectiveness of taxation as a 

public health measure.

The Canadian Tobacco Tax Expe­
rience: A Case Study. August 1993. 
A study by the Non-Smokers' Rights 
.Association (Canada) and the Smoking 
and Health Action Foundation (Can­
ada) explaining the strategies used in 
Canada to raise taxes on cigarettes. 
The report also documents the effects 
of the higher taxes on consumption 
and revenue. Made possible through 
a grant from the Thrasher Research 
Fund. Available from the N’SRA. Suite 
300. Ottawa. Ontario. Canada KIP 
5M9: fax: 613-230*9454.

Taxes on Tobacco Products: A 
Health Issue. December 1992. A report 
by the European Bureau for Action 
on Smoking Prevention t BASP) under­
taken at the request of the Commission 
of the European Communities. Writ­
ten in English. French, and German, 
this publication gives an overview of 
issues involved in tobacco taxation, 
shows current tobacco taxes and prices 
in Europe, and recommends further 
actions.

UICC Tobacco ContTol Fact Sheet
4. March 1993. Published by the 
Tobacco and Cancer Programme of the 
International Union Agains* Cancer 
(UICC). this summary contains reror.t- 
mendations for the key elcmn.a of a. 
effective pro-health tobacco tax policy. 
Available from UICC. 3. Rue du 
Conseil-General. 1205 Geneva, 
Switzerland.

Saving Lives and Raising Revenue.
The Coalition on Smoking OR Health’s 
23-page overview of why tobacco tax 
increases arc needed in the US. 
Available from the Coalition.

Tobacco Industry Employment: A 
Review of The Price Waterhouse 
E conom ic Im pact R epo rt and 
Tobacco Institute Estimates of "E co­
nomic Losses from Increasing the 
Federal Excise Tax.” September 1993. 
A critique of the tobacco industry's 
predictions of the effects of increasing 
the tobacco tax. prepared by Arthur 
Andersen Economic Consulting. Avail­

able from the Coalition on Smoking 
OR Health.

H ighlights from an American 
Cancer Society Survey of US Voter 
Attitudes Toward Cigarette Smoking. 
Results of a national poll conducted 
by Marttila & Kiley on the cigarette 
excise tax and other tobacco control 
measures. Available from the American 
Cancer Society.

American Cancer Society Tobacco 
Ta* Policy P ro jec t/C o a litio n  on 
Smoking OR Health. Fact sheets, 
article?, testimony, poll results, case 
ctudies, ana other resources on state 
-and federal tobacco tax/s Contact:

American Cancer Society 
316 Pennsylvania Avenue 
Suite 200
Washington. DC 20003 
fax: 202-546-1682

Coalition on Smoking OR Health 
1150 Connecticut Avenue. NW 
Suite 820
Washington. DC 20036 
fax: 202-152-1417



Tax That’s Good for You by C. Everett Koop

calth-related taxes arc differ­
ent." That's what President 
Clinton said when he sug- 

;ested a ht'Ay rigareMe tax — perhaps 
is much as S2 a pack—as one of the 
vays to pay for the health care reform 
:hat most Americans know wc need. 
He’s right.

A cigarette tax is different because 
t 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 
accai'.sc it would help them to quit; 
r.onsmokers would benefit because the 
;ir  they breathe would have less 
harmful smoke; children would benefit 
because fewer kids would get hooked 
on cigarettes; and— if the tax is done 
right—even tobacco farmers could 
benefit. The only real losers would be 
the tobacco industry, which has made 
i*s 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 
tow as 50 cents, and they’re linking 
arms with tax opponents in C n g re ss  
to defeat this critical part of health 
care reform. Now, more than ever, 
President Clinton needs to remember 
his own words— for cigarette taxes arc 
different indeed.

C igare tte  taxes are different 
because they arc the most effective 
way to discou;age tobacco use among 
young people, in Canada, where 
cigarette taxes have been raised to 
more than 53 per pack, youth smoking 
rates have dropped by 60% since 1980.

C igare tte  taxes are different 
because cigarettes kill more than 
•100,000 Americans each year, and rob 
our economy of 568 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 52 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 prerent the premature death 
of a t least 2 million Americans alive 
to No other single aspect of any 
health care reform plan can make so 
dramatic a claim. Let’s not lose this 
unique opportunity to prolong those 
2 million lires 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 A m ericans— Republicans and 
Democrats, young and old. men and

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

Even tobacco farmers 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 lobacco-growing states to 
be used to help tobacco farmers 
diversify. Instead of blindly opposing 
the S2 cigarette tax, tobacco-state 
members of Congress should  be 
fighting for their share of the pie to 
help move th e ir s ta tes  in to  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. Let's not let the tobacco 
industry make victims of the public 
on this one. Health-related taxes arc 
different: they're good for y o u .©

This srmlc jpcesml in Uw MuAmpren Pan 
S#cun£«r2l. 1W3

C E* f»it Koop. MO. wu k i r t t o n tuwrsJ from 1991
to 1919

A TAX T H A T 'S  GOOD FOR YOU



Y o u t h  w h o  s m o k e

k | ”!* £ • ^  ^ G ood  r e a s o n s  f o r  c r a c k i n g  d o w n
At first thought, given the'myriad other concerns ] 

society has about young adults these days, cigarette i 
smoking may seem innocuous. But Anchorage Police : 
patrolman Mike Livingston Js passionate about 
tobacco: He doesn't like to see kids get hooked on it.

He’s got good reason for his concern. Nearly 84 
percent of adult Alaskans who smoke started between 
the ages of 10 and 20, according to a survey by the 
state Division of Public Health.

Officer Livingston, whose full-time job is to deal 
with tobacco infractions, described some of his work 
Tuesday at the town meeting on violence. •

He routinely tickets teens when he finds them * 
smoking. Many times; he says, kids and parents alike |  
whine, “Why aren’t you out catching murderers?" "

' * iHe's got two good answers:
If we take care of the small stuff, there won't be so ' 

much of the big stuff to take care of. And if we just / 
stand by and watch kids smoke tobacco and don’t do 
anything about it, they get the impression that we 
don't care.

There’s a side benefit in issuing citations to minors 
in possession of tobacco. Some are juveniles with 
outstanding warrants, runaways, and teens who have 
been assaulted; in one case a teen who escaped from. 
custody got caught when he lit up in front of Officer 
Livingston.. • I

Livingston, sees a couple of problems with 
Anchorage’s handling of underage smokers. Some 
busy magistrates routinely dismiss the tobacco tickets 1 
Llvingstonlso determinedly issues. That would be less 
likely to happen if youths could pay their tickets 
without rpoing t̂o ‘court 'in "cases ‘where they don’t 
contest the citation.

With the strong belief that it is more efficient to go 
after the supplier than the purchaser, Officer \ 
Livingston would like to be able to make "compliance I 
checks" on stores. That involves getting juveniles 
(with parental consent) to go into stores and attempt 
to buy tobacco products. An undercover police officer 
waits nearby until the transaction is completed, then 
issues the merchant a citation.

For some reason, Livingston says, our police are 
not allowed to do this now. Explanations vary; some 
worry that if police ask kids to buy cigarettes, they're 
asking them to do something illegal. But the result is 
that nobody is going after vendors who sell tobacco to 
children.

If we're serious about preventing the sale of j 
tobacco to minors, this inaction is inexcusable. There 
arc plenty of good legal minds in the state; surely 
somebody can sec through the smoke and find a way 
to put the fear of the law into those who would 
peddle poison to our youth



T h e  A lm a n a c

T e e n  S m o k i n g
7

Average age .when people first try cigarette 
smoking: 14.5.

Percent of teen smokers who wouldn't smoke if 
they were given the chance to do things differently: 
70.

#

Of the 80 percent of teen smokers who want to 
quit, percent who have succeeded: 1.2.

1 . .  . . V , .  j

Percent of the time U.S. minors were successful in 
buying tobacco from vending machines placed where 
minors were prohibited: 77.

Of the 3,000 young people who every day become 
regular smokers, number who will eventually die as a 
result of their smoking: Ncarl> 1,000.

, I « * ' ,
Years of life lost by the average smoker who dies 

from smoking: 12-15.
•- *

Estimated percent reduction in new teen smokers 
for every 1 percent increase in cigarette taxes: 1.

Number of years since Alaska’s excise tax on 
cigarettes was changed: 6.

□  Sources: Alaska Tobacco Control Alliance; U.S. Department of 
Health and Human Services; American Lung Association of 
Alaska.

$ r r -    5-
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FURTHER: Finance

D a y  N o t i c e : . 
ance with Uniform Rule 23)

DATE TURNED 
INTO OFFICE:

Affairs Committee considered SB 210

elating to taxes on cigarettes and tobacco products; and provi

jmmends:

replaced with______

opt previous _______

tached am endm cnt(s ) 
opt Letter of Intent by 

jrthcr referral to the____

IX| same title 
[ j new title 

House Rill:
| | same title 
| j technical title 
j | new: SCR*____

Committee

Committee

COMMENDATIONS

PREVIOUS FISCAL NOTE(S) 
Department Dau

>IEW FISCAL MOTELS) 
Department

I | APPROPRIATION ~ no fiscal note •include fbcal notes accompanying Governor’s bill



STATE O F A LA SK A
1 9 9 6 , LEG ISLATIVE SE SS IO N

F I S C A L  N O T E BILL N O : C S S B 2 I 0 ( S T A )

* Revision Dale: _______________________________________________Dopl, Affoclod: Revonuo______________

litlo Increase lotxicco Taxes________________________ BRU: Revonuo Operations

______________________________________________________________Component: Income and Excise Audit

Sponsor; Senator Ellis

Requestor: (S)SIA COMPONENT SERIAL NO. 113

Expondiluios/Rovonuos: (Thousands of Dollars)

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY0I FY 02

PERSONAL SERVICES <55.6 45.6 456 456 45.6 45.6

1RAVEL 1.0 1.0 1.0 1.0 1.0 1.0

C0N1RACTUAL 80 3.0 3.0 3.0 3.0 3.0

SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0

EQUIPMENT 8.0 00 0.0 0.0 00 0.0

LAND & STRUCTURES

GRAN1S, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 63.6 50.6 50.6 50.6 50.6 50.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES (GF) 33.426.8 44.781.7 45.040.5 45,287.1 45.533.6 45.780.1

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

100.5 GP 63.6 506 506 506 50.6 506

1005 GF/Program Receipts

1037 GF/Montal Hoolth

Othor

TOTAL 63.6 50.6 50.6 50.6 50.6 50.6

Estimate of any current yoar (FY96) cost $ 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attoch a separate page if nocossary)

(Soo Atlachod Analysis)

Propped by Paul E. Dick - Phono 465 3691

Di.'A.VS Income arvl ExCup Au<j,f D w  pan fit i n Dato April 3. 1996

A f f O . c d  b y  Comrruisionor Wilson I Condon Islw
j/»-- /

Date April 3 1996

Agency Deportment of Revenue

rR E P A R lR 1 0  PROVIDE A1 1  DlSIT BUIlON COPIES TO GOVE r  NOR'S LEGISLATIVE OFFICE
Tor fu r th e r  tM tn b tit io n  in fo rm a t io n  c a n  tn o  G o v e rn o r 's  l o c a t i v e  O ff lc o

PO0 O 1 o f  3
i ( i  C 5SB J10X L5



A l a s k a  D e p a r t m e n t  o f  R e v e n u e
In c o m e  a n d  E x c is e  A u d it D ivision

CSSB 210(STA) 
Increase Tobacco Taxes 
9-LS1314\K 
April 3, 1996 
Pago 2 of 3

Bill Analysis

Section 1 provides intent language that new tax revenue derived from cigarette and tobacco 
increases, subject to appropnation, bo directed toward an aggressive anti-tobaccu campaign 
targeting children, pass-through grants to municipalities to detect and prosecute persons who 
sell or supply tobacco to children, and state support of elementary and secondary education.

Section 2 increases the general fund portion of the cigarette tax by $1.00 per pack; from 12 
mills (24c per pack) to 62 mills ($1.24 per pack). Combining these rates with the 2.5 mills (5c 
per pack) levied under AS 43.50.090, which is dedicated to the School Fund, tho total tax on a 
pack of cigarettes would increase from $.29 to $1.29.

Section 3 increases tho tobacco products tax from 25% to 100% of the wholesale prico of tho 
tobacco products.

Section 4 establishes an effective date of October 1, 1996.

Operating Expenditures

Department of Revenue is requesting operating funds to cover the costs of a vacant tax 
examiner III position which was not funded in FY 97. With such a large increase in taxes duo 
the state (incieaso from $17 to $60+ million annually), the department anticipates increased 
taxpayer noncompliance. With significantly higher levels of tax, it is possible that taxpayers 
will look for loopholes or other methods of tax avoidance. This position will be responsible for 
insuring that all taxpayers are identified and that taxpayers aro filing and paying tho proper 
amount of tax.

The Department is requesting $5.0 additional contractual funding in FY 97 to cover costs of 
public notice of rate increases, forms revisions and postage.

Revenue*

The attached spreadsheet details revenue projections front rate increases in this bill.



Alaska Department of Revenue
Income and Exclso Audit Division

CSSR 210(GTA)
Incroaso Tobacco Taxos
0LSI314\K
April 3, 19%
Pago 3 of 3

F Y  06  
P r o j e c t e d

l „ - ._  J  <• 
J u ly • S n p t

FY 07
O c t - J u n o  To ta l FY 03 FY 09 FYOO I  F701 FY 02

C i g a r e t t e s
Elasticity Factor 

Consumption (pocks ol cignrollos) 
Rato

5 4 .3 4 0 .0 0 0  
$0 2 0

13,585,000
$0.29

■115%
33,215,325

$1.29
46,800,325

Variab lo

t'18,5% AMootiuJ) 
44,287.100 

$1.29

00%
44,287,100

$1.29
44.287.100 

S t.29
44,287,100

$1.29
44,287,100 

SI.29
Cigarotto Tax 5 1 5 .7 5 3 .6 0 0 $3,939,650 $42,847,769 $46,787,410 $57,130,359 $57,130,359 $57,130,359 $57,130,359 $57,130,359

T o b a c c o  P r o d u c t s
Elasticity Factor 

Consumption (Wholosato Prico)
Rato

S6 .0 0 0 .0 0 0
25%

$1,500,000
25%

•(*»*
$3,667,500

100%
5,167,500

Variab lo
$4,890,000

100%
$4,890,000

100%
$4,890,000

100%
$4,890,000

100%
$4,890,000

100%
Tobacco Products Tax 5 1 .5 0 0 .0 0 0 $375,000 $3,667,500 $4,042,500 $4,890,000 $4,890,000 $4,890,000 $4,890,000 $4,890,000

Total Cigarctto and Tobacco Tax 5 1 7 ,2 5 9 ,6 0 0 $4,314,650 $46,515,269 $50,829,919 $62,020,359 $62,020,359 $62,020,359 $62,020,359 $62,020,359

Population Incroaso N/A 1.0038 1 0076 1.0118 1.0158 1.0199 1 0239

Adjusted Incroaso N/A 51,023,073 62,492,609 62,754,085 63,003,109 63.252,133 63,501,157

Loss 1% Commission (172,-36) (510,231) (624,926) (627,541) (630,031) (632.521) (635,012)

Net Cigarette nnd Tobacco Tax 517,086^014 50,512,842 61,867,683 62,126,544 62,373,078 62,619,612 62,066,146

FY 90 Projoctod Not Tax (17,086,014) (17,086,014) (17,086,014) (17,086,014) (17,086,014) (17,086,014)

Tobacco Tax InCfCMo $33,426,828 $44,781,669 $45,040,530 $45,287,064 $45,533,598 $45,780,132

Paul E D.ck 4a'90



Scfslon:
State Capitol 
Juneau AK 99801-1182

A l a s k a  S t a t e  L e g i s l a t u r e

S e n a t e  S t a t e  A f f a i r s Interim: 
716 W 4th Avenue 

Anchorage AK 99501-2133

■CSS1L  2 1 Q . J 5 . T A )  V e r s io n  " K "  d a te d  3/26/96

" A n  A c t  r e la t in g  to  ta x e s  o n  c ig a r e t t e s  a n d  t o b a c c o  
p r o d u c t s ;  a n d  f o r  a n  e f f e c t i v e  d a te ."

S en a te  S ta te  A ffa irs  C S  adds a flat S I .00  per pack (62  mils) tax on 
cigarettes. (Original bill tax amount escalated up on a periodic basis 
and included CPI increases.)

In ten t la n g u a g e  also added to direct new funding for: 10% to be
used for establish ing an aggressive anti-tobacco cam paign targeting  
children, administered by the Department o f  Health and Social  
Services: 10% to be used by the Department o f  Public Safely  as pass­
through grants to m unicipalities to detect and prosecute those who  
sell or other w ise supply tobacco to children; remainder to be 
expended for state support o f  elem entary and secondary education.

F IS C A L  N O T K S: Note that the fiscal note for SB 234 (also an Act
relating to taxes on cigarettes and tobacco products) more accurately  
reflects the expected revenues o f  this new CS for the first three fiscal 
years FY97 through FY99. A revised fiscal note from Department o f  
Revenue should reflect these changes.

A n n
4 / 2 / 9 6
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9-LS1314\K 
Chcnowcth 

3/26/96

WORK DRAFT WORK DRAFT WORK DRAFT

CS FOR SENATE BILL NO. 210(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

B Y  T H E  S E N A T E  S T A T E  A F F A IR S  C O M M IT T E E

Offered:

R e f e r r e d :

Sponsors): S E N A T O R  ELLIS

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to taxes on cigarettes and tobacco products; and providing for 

an effective date."

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

* Section I. LEGISLATIVE INTENT. It is the intent of the legislature that, of the new 

tax revenue derived from the amendments made by sees. 2 and 3 of this Act. subject to 

appropriation.

(1) 10 percent be used for establishing an aggressive anti-tobacco campaign 

targeting children, to be administered by the Department of Health and Social Services;

(2) 10 percent be used by the Department of Public Safety as pass-through 

grants to municipalities to detect and prosecute those who sell or otherwise supply tobacco 

to children; and

(3) the balance be expended for state support of elementary and secondary

education.

* Sec. 2. AS 43.50.190(a) is amended to read:

-1- CSSB 210<STA)
S>w 7*rr I'r.dor'.lr.'-i (DELETED TEXT BUCKETED}
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(a) There is levied an excise tax of 62 mills (12 MILLS] on each cigarette 

imported or acquired in this state.

* Sec. 3. AS 43.50.300 is amended to read:

See. 43.50.300. EXCISE TAX LEVIED. An excise tax is levied on tobacco 

products in the state at the rate of 100 [25] percent of the wholesale price of the 

tobacco products. The tax is levied when a person

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

from outside the state for sale;

(2) makes, manufac’ures, or fabricates a tobacco product in the state 

for sale in the state; or

(3) ships or transports a tobacco product to a retailer in the stale for 

sale by the retailer.

* Sec. 4. This Act takes effect October 1, 1996.

WORK DRAFT WORK DRAFT WORK DRAFT

CSSIt 210<STA) •2*
f.’»w :>x: 'Ji J trllned  (SCLE7CO 7ZX7 BMCKC7COJ



SB 234
Inctonso Tobacco Tat' s 
9 LS1559\A 
Match 12, 1990 
Pago 4 ol 4

C i g a r e t t e s
Fttuidt/ f'tuor 

Consumption (packs ol cigarottos) 
Halo
C ig a t o l lo T a *

F Y 9 6
P r o j e c t e d

5 4 .3 1 0 .0 0 0  
$ 0  7 9  

S t 5 .7 5 0 .0 0 0

T o b a c c o  P r o d u c t s
!  U ilitlry  r e n t e  

Contumpllon (Wholasalo Price) SO ,0 0 0 .0 0 0
R a le   2 5 %

Tobacco Products Tax $ 1 ,5 0 0 ,0 0 0

T o t a l  C ig a r e t t e  a n d  T o b a c c o  T a x  t t7 .3 5 9 .6 0 0

P o p u la t io n  In c ro a s o  t l 'A

A d |u s te d  In c ro a s o  U 'A

L o s t  I X  C o m m is s io n  ( 1 7 2  5 0 6 )

N e t C lg s r e t t o  a n d  T o b a c c o  T a t   $ 1 7 ,0 8 6 ,0 1 4

F V  9 6  P r o jo c to d  N a t T a a  

T o b a c c o  T a x  In c r a s s o

J u ly • S o p l

13,505,000 
$0 29 

$3,939,050'

$1,500,000
25%

$375,000

$4,314,650

Paul E D<s

Alaska Dopnrtmcnt of Rovcnuo 
h t c o m o  a n d  E x c i t e  A u d i t  D i v i s i o n

FY 97

111%
33.215,325 

$t 29
46,000.325

V e n a b le

t II 1% A**m*l,uJ)
44.207,100

)1.29

09% *
44.207.100 ; 

$1.20 !

r» wu

I N
42.950,407 

$1 53

' f t  Ul

00% 
42,950.407 

$1 53
$42,047,709 $40,707,419 $57,130,359 $57,130,359 $05,720,405 $65,720,405

■!<}%(
$3,607,500

100%
5,167.500

V e n a b le
$4,090,000 

tc - r ,
$4,090,000

100%
$4,690,000

100%
$4,090,000

100%
$3,607,500 $4,042,500 $4,090,000 $4,090,000 $4,090,000 $4,090,000

$46,515,269 $50,029,919 $62,020,359 $62,020,359 $70,616,465 $70,016,465

1 0030 1 0070 1 0118 1 0158 1 0199

51,023,073 02,492,609 02,754,005 71.735.440 72.010,985

(510.231) (024,926) (627,541) 1717.354) (720,190)

50,512,842 61,067,613 62,126.544 71,018,091 71,290,705

O W .O U ) (17,006,014) (17,000,014) (17.006.014)

$33,428,030 $44,781,049 $45 040 630 ’$53,9*7,077 m i M in i

F Y  0 2

9 A
42,950.49^ 

$1 53
$05,726,409

$4,090,000
 100’

$4,890,OCO

$70,516,485

t 023^ 

72 302,524 

(723.025 

71,579.499 

(17 ,056014

$ 5 4  4 9 3 ,4 » 5 l

II.'



STATE O F  A L A SK A
1 9 9 6  LEG ISLAT IV E  SE SS IO N F I S C A L  N O T E BILL N O : SB  2 1 0

Rovlslon Date: _______________________

fit!. • Incroaso Tobacco Taxos

Sponsor:

Requestor:

Dopt Atfoctod: Rovonuo

BRU: Rovonuo Operations

Component: Income and Excise Audit

S e n a t o r  E llis

(S) STA COMPONENT SERIAL NO. 113

Expundituttn/Rovonuos:

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY01 FY 02

PERSONAL SERVICES 456 456 45.6 456 456 456

TRAVEL 1.0 1.0 1.0 1.0 1.0 1.0

CONTRACTUAL 0 0 3.0 8.0 8 0 80 30

SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0

EQUIPMENT 8.0 00 00 00 00 0.0

LAND I STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 63.6 50.6 55.6 55.6 55.6 50.6

CAPITAL EXPENDITURES

| C H A N G E  IN REVENUES ( GF ) 33.426.8 44.781.7 45,185.5 54.077.6 54.267.0 54.547.9

FUND SOURCE (Thousands of DoJars)

1002 Fodeioi Pocopts

1003 GF Match

1004 GF 636 506 556 556 556 506

1005 GF /Program Rocopts

1037 GF/Montal Moatlh

Other

TOTAL 63 6 50.6 556 556 556 506

Eitimato ol any cunont year (FY96) cost $ 0

POSITIONS:

FULL-TIME

PART-TIME

t e m p o r a r y

ANALYSIS: (Attach a soparato pogo d necouary)

(Soo Attached Analysis)

Pfoparoa&v

Ov«s»on

Actyovoo ty Convmuonor 

A g e n c y

P o l /  E O c k

m com oandE tcao

V.'con I Condon

D e p a r t m e n t  o t  R o v o n u r t

>AudtDnAiSon /
Phono 465-3691

Date Ma-ch 12. 1996

Oato March 12. 1996

P O ( P * ', '( £ J  t O P R O V O C  A i l  D C T T ^ U h O N  C O P IE S  t o  G O V E R N O R S  L E G O A t r v i  O F F IC E  

fry furry* O t h o u V n  ̂iTonryjr.on C O  trso Go.enors LegW-.tj O W c o

r  age £
»C j MSJ*: «L3



A l a s k a  D e p a r t m e n t  o f  R e v e n u e
In c o m e  a n d  E x c is e  A u d it D ivision

SB 210
Increaso Tobacco Taxes 
9*LS1314\C 
March 12. 1996 
Pago 2 ot 4

Bill Analysis

Section 1 increases cigarette tax rates as follows:

Effective
Dato

School Fund 
Base Rate
(AS4SS0090)

General Fund 
Additional Tax

(AS 4).S0.tt0)

Rato
Increase
tGtntnl hinJ)

Total Tax j 
(por pack)

Current $.05 $.24 N/A $.29

10/1/96 $.05 $.24 $1.00 $1.29

7/1/99 $.05 $1 24 $.24 $1.53

7/1/02 S.05 $1.48 $.24 $1.77

7/1/05* $.05 $1.72 $.24 $2.01

* R a lo t «*cukJ «ncr«>t« ey <2 p«r e*gar«fli, »rwch t  I 2 t  p«r c g i t i f t *  or 2«e C*< pack t i c h  tucciOOftQ irv t« -y « ar p tn o d  
• f t t r  Ju»y 1. 2005

Section 2 requires that Dcpanment ot Revenue give public notice for each rate change.

Section 3 raisos tho tobacco products tax from 25% to 100% of the wholesale price of tho 
tobacco products

Section 4 provides for adiusting tho tobacco products tax rato based on the change in tho 
Consumer Price Indox for tho Anchorago area. Tho index for January 1997 would be tho 
roferoncc base index. Tho tax would be subject to adjustment on July i of each even- 
numbered year.

Section 5 requires that Department ol Revonuo givo public notice for each rato change 

Section 6 establishes an effective date ot Octobor 1. 1996



A l a s k a  D e p a r t m e n t  o f  R e v e n u e
In c o m e  a n d  E x c ise  A u d it  D iv is io n

SB 210
Increase Tobacco Taxes 
9-LS1314\C 
March 12. 1996 
Pago 3 of 4

Operating Expenditures

Department of Revonuo is requesting operating funds to covor tho costs of a vacant tax 
examiner III position which was not funded in FY 97. With such a largo increase in taxes duo 
tho stato (incroaso from $17 to $50+ million annually), the department anticipates incroasod 
taxpayor noncomplianco. With significantly higher levels of tax, it is possiblo that taxpayers 
will look for loopholes or other methods of tax avoidanco. This position will be responsible for 
insuring that all taxpayers are identified and that toxpayors aro filing and paying the proper 
amount of tax.

Tho Department is requesting contractual funding of $5.0 in each yoar that Ihoro is a rato 
chango to cover costs of public notice, forms revisions and postage.

Revenue

Tho attached spreadsheet details revenue projections from rato increasos in this bill.
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F R O M :  S e n a t o r  J o h n n y  E l l i s

D A T E :  J a n u a r y  2 3 ,  1 9 9 6

R E :  H e a r i n g  r e q u e s t  f o r  S B  2 1 0 :  R e l a t i n g  T a .  e s  t o  T o h a c c o

I r e s p e c t f u l l y  r e q u e s t  t h a t  y o u  s c h e d u l e  S B  2 1 0 ,  r e l a t i n g  to  t a x e s  o n  
c i g a r e t t e s  a n d  t o b a c c o  p r o d u c t s ,  f o r  a  h e a r i n g  a t  y o u r  e a r l ie s t  p o s s i b l e  
c o n v e n i e n c e .  I h a v e  a  s p o n s o r  s t a t e m e n t ,  b i l l  a n a l y s i s  a n d  o t h e r  s u p p o r t i n g  
m a t e r ia l s .

T h a n k  y o u  fo r  y o u r  c o n s i d e r a t i o n .
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SPONSOR STATEMENT 
SENATE BILL 210

TOBACCO TAX

S e n a t e  B i l l  2 1 0  w o u l d  r a i s e  t h e  e x c is e  t a x  o n  t o b a c c o .  T h i s  p r o p o s a l  f o l lo w s  
t h e  r e c o m m e n d a t i o n  o f  t h e  I x m g  R a n g e  F i n a n c i a l  P l a n n i n g  C o m m i s s i o n ,  a n d  
Is  d e s ig n e d  to  p r o v id e  m o r e  r e v e n u e s  t o  m o r e  e f f e c t iv e ly  o f f s e t  t h e  c o s t s  o f  
t o b a c c o - i n d u c e d  d i s e a s e s ,  a n d  t o  k e e p  p e o p le  f r o m  f o r m i n g  t o b a c c o  
a d d i c t i o n s  a t  a n  e a r ly  a g e .

T o b a c c o  u s e  is  t h e  s in g le  m o s t  p r e v e n t a b le  c a u s e  o f  p r e m a t u r e  d e a t h  a n d  
c r i p p l i n g  d i s e a s e  i n  t h e  U n i t e d  S t a t e s ,  a n d  A l a s k a  n e a r l y  t o p s  t h e  n a t i o n a l  
l i s t  f o r  s m o k in g - r e l a t e d  d e a t h s .  T w e n t y - e i g h t  p e r c e n t  o f  A l a s k a n  a d u l t s  
s m o k e  c ig a r e t t e s  r e g u la r ly  a s  c o m p a r e d  to  t h e  n a t i o n a l  m e d i a n  o f  t w e n t y -  
tw o  p e r c e n t .  N e a r ly  e i g h t y - f o u r  p e r c e n t  o f  A l a s k a n  a d u l t s  w h o  s m o k e  
s t a r t e d  b e t w e e n  t h e  a g e s  o f  1 0  a n d  2 0  y e a r s  o ld .  T h e s e  s t a t i s t i c s  p r o v id e  
c o m p e l l i n g  r e a s o n s  to  b r i n g  A l a s k a ' s  t o b a c c o  t a x e s  u p  to  a  le v e l t h a t  
c o r r e s p o n d s  to  t h e  r a t e  o f  t o b a c c o  a b u s e  in  A l a s k a .

r h c  c u r r e n t  l a x  o n  c i g a r e t t e s  Is  $ . 2 9  p e r  p a c k .  U n d e r  t h i s  p r o p o s a l ,  
c i g a r e t t e s  w o u l d  b e  t a x e d  a t  a  r a t e  o f  6 2  m i l l s  p e r  c i g a r e t t e ,  w h i c h  w o u l d  
a m o u n t  to  a  le v y  o f  $ 1 . 2 9  p e r  p a c k  u n t i l  1 9 9 9 .  F r o m  1 9 9 9  to  2 0 0 2  t h e  
a m o u n t  w o u l d  i n c r e a s e  to  7*1 m i l l s ,  a n d  f r o m  2 0 0 2  to  2 0 0 5  It w o u l d  
i n c r e a s e  to  8 6  m i l l s  p e r  c i g a r e t t e .  T h e r e a f t e r  t h e  t a x  w o u l d  i n c r e a s e  b y  a n  
a d d i t i o n a l  1 2  m i l l s  e a c h  s u c c e e d i n g  t h r e e  y e a r s .

F o r  s m o k e l e s s  t o b a c c o ,  t h e  e x c i s e  t a x  le v ie d  w o u l d  i n c r e a s e  f r o m  2 5  
p e r c e n t  to  1 0 0  p e r c e n t  o f  t h e  w h o le s a le  p r i c e  o f  t o b a c c o  p r o d u c t s .  A  
c o n s u m e r  p r i c e  i n d e x  a d j u s t m e n t  w o u l d  a l s o  a p p l y  to  s m o k e l e s s  t o b a c c o  
p r o d u c t s ,  s o  t h a t  t h e  r a t e  o f  t a x a t io n  w o u l d  k e e p  u p  w i t h  i n f l a t i o n .

S B  2 1 0  is  a n  i m p o r t a n t  c o m p o n e n t  o f  t h e  L o n g  R a n g e  F i n a n c i a l  P l a n n i n g  
C o m m i s s i o n ’s  p r o p o s a l  to  b r id g e  A l a s k a ' s  f i s c a l  g a p  - -  i t  Is  e s t i m a t e d  t b i t  
t h i s  t a x  i n c r e a s e  w o u l d  r a is e  $ 4 3  m i l l i o n  a n n u a l l y  b e g i n n i n g  i n  F Y 9 7 .  
im p o r t a n t l y .  It w o u l d  d r a m a t i c a l l y  lo w e r  t e e n a g e  s m o k i n g  a n d  t o b a c c o  u s e .  
a n d  w i l l  r e d u c e  f u t u r e  e x p e n d i t u r e s  o n  h e a l t h  c a r e  c o s t s .  1 u r g e  y o u r  
s u p p o r t .

Senate Health. f Juration .md 
Social Services Committee 

•

Senate Judiciary Committee 
•

Department of Health and nki.iI 
Service. Budget Subcommittee 

0

Department of Lift 
Budget Sulxommmctf

S e n a t o r  J o h n n y  E l l is
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March 13. 1990

Senator Bert Sharp 
State Capitol 
fJunonu, AK 99801-1182

Dear Senator Sharp;

The American Cancer Society, Alaska Division and our counterparts across 
the country and around the world have placed tohacco use prevention as a 
primary strategy for reducing the incidence of cancer. Significantly 
increasing the tobacco excise taxes tops our list of tohacco use prevention 
strategies. Our strong support of tohacco taxation is not a decision arrived 
upon in haste. It is n position based upon years of economic and health 
research, as well as proven examples of efficacy. Please review the following 
examples.

•  The US Department of Health and Human Services estimates that a
10% increase in the price of cigarettes will bring about a 4%-G% drop in
consumption.! 1)

•  Tho US General Accounting Office further asserts that for children
and low income populations, this effect would he more dramatic: a 10%
increase in price wdl result in a 7.0%-12% drop in consumpt ion.(2)

•  Since California raised its cigarette tax by $.25 per pack and increased 
preventative health education efforts, the smoking rate has dropped 
23.0%. more than twice the national average.(3)

•  Studies for the Massachusetts Department of Health show that a 
1993 cigarette tax increase of $.25 per pack has brought about a 13% 
drop in consumption in the first twenty months, more than four times the 
national average.(4)

•  A report to th" Canadian Minister of Finance slates that from 1979 to 
1991 the percentage of regular smokers among 15-19 years of age in 
Canada dropped from 40% to 10% in resjionso to tax increases totaling 
$2.50 per pack (US dollars).(ft)

•  A rollback of Canadian cigarette taxes in 1991 has already resulted 
in a single year expansion of the total tohacco market in Canada by 10%. 
a dramatic increase in teen smoking rates, and an estimated 10,000 more 
lives will be lost as a result.(8)

• r r»  » ! . t W  ' (W . Sa lt* ZM. la t te r* )* . U  •fcCJ 9Q7/7T7-«% 8CCAT8-<m5 n rW 7 /tt3 -2X n



• A rccont report presenter! to Congress by University of Illinois econ om ist Dr. Frank  
Chnloupkn explains that new smokers, particularly youth, are likely to curb 
consumption in the face of rising prices. He states, “Tax increases, by significantly 
reducing smoke in younger populations, would lead to substantial long-run 
improvements in health."(9)

Alaska is poised to realize similar health gains in the next generation. On behalf of our 
<1,000 volunteers statewide, wo urge you to support a SI.00 increase in the state excise tax 
on tohacco. Please do not hesitate to contact our office if you require further information on 
this crucial public health measure.

Eva Lokcn
B o a r d  C h a ir

1. US Dept. Of lh  h and Human Services. S m o k in g  a n d  H e a lt h  in  th e  A m e r ic a s . DHHS 
Pub. No. (CDC) 92-8-119. p. 129.

2. US G eneral Accounting Office. T e e n a g e  S m o k in g . GAO/HUD89-119, p. 20

3. Bourn. David, ct all. "The Effect of liaising S ta te  and  Federal Tobncco Taxes ’ 77ie . Jo u r n a l  
o f  F a m ily  P r a c t ic e . Mar 199-1. 38(31). p. 3 0 1

4. M assachusetts Departm ent of Public Health Report to tho D epartm ent by Apt Associates,
1994.

5. Physicians for a  Smoko Free Canada, el all C a n a d a *  T o b a c c o  T a x  P o lic y : S u c c e s s e s  a n d  
C h a lle n g e s . A Submission to tho Honorable Donald M azankowslu, M inister of Finance. 
December 1992, p. 4.

6. S tephens, T. 'W orkshop Report: Trends in the Prevalence of Smoking, 1991-1994."
C h r o n ic  D is e a s e s  in C a n a d a  1G< 1>. W inter 1995, pp. 27-32.

7. O ntario  Tobncco Research Unit. M o n ito r in g  O n ta r io 's  to b a c c o  S tr a te g y . P r o g r e s s  T o u a r d s  
O u r  G o a ls . October, 1995.

8 Fischer, Doug 'T ax  Cuts That l u l l " T h e  (M o n tr e a l)  G a z e t te . February 1. 1995. p A I.

9 Meyers, Mike 'T hese Economic Experts Advocate HIGHER Taxes.' T h e  M in n e a p o lis  S t a r  
T r ib u n e . Ja n u a ry  7. 1995. pp I A. GA
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Senen Circles Coalition
Jt takes a ivljale village to raise a cljild"

•AfvxJ" IXTXrt

SEVEN CIRCLES REGIONAL COUNCIL 

TOBACCO RESOLUTIONS FOR 1996

TITLE; PREVENTION OF YOUTH TOBACCO USE AND 
ADDICTION

WHEREAS, 32* of Alaskan girls smoke or chew tobacco 
daily, and 26* of Alaskan boys smoke or 
chow daily; and,

WHEREAS, 84%, of Alackan aauits started
smoking between the ages of 10 and 20 
years of age; and,

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

WHEREAS, children and teenagers nationwide
consititue 90* ot all new smokers; and, 

WHEREAS, Alaska has the sixth highest rate of
3moking-related death in the U.S.; and, 

WHEREAS, second hand smoke has beer, identified as 
the third leading cause of preventable 
death m  the U.S., behind active smoking 
and alcohol-related deaths; and,

WHEREAS, the U.S. has the lowest cigarette taxes of 
any developed nation in the world; ar.d, 

WHEREAS, between 1979 and 1991 in Canada, 
increasing the tax rates by 15.St- 
decreased the teenage consumption of 
tobacco by S'7*; and,

WHEREAS, the U.S. Government Accounting Office has 
determined that fcr every 1* increase in 
the price of cigarettes, 1% fewer 
teenagers will smok*; and,

WHEREAS, it is estimated that a dollar a pack
increase on cigarettes would reduce youth 
consumption by 22*.

BE 27 THEREFORE RESOLVED that the Seven Circles 
Regional Council, made up of 
representatives frcm Ketchikan, Juneau and 
Sitka, supports legislation that would 
increase the cigarette tax an additional
SI.00 per pack 'to be indexed yearly to 
inflation) and a commensurate increase m

I H I
tf A a U i  R 990FA.
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S e v e n  C ir c le s  C o a l i t i o n

I t  t r f c  a  w l ; o l e  v i l l a g e  t o  w ise  a  c h i l d *
-African Prowrfi

March 6. 1996 

Greetings,

The Seven Circles Coalition is a Alcohol, Tobacco. Drug and o f 
individuals and organizations from Southeast Alaska. The 
Coalition is funded in part by the Center for Substance Abuse 
Prevention.

The Seven C irc le s  R eg ion a l C ou n c il is an 11 member advisor/ 
group made up of youth and adults from Jurteau, Sitka and 
Ketchikan The Regional Council members, who represent 
prevention efforts in their locul communities, axe working together 
to create a Southeast Alaska regional focus on ATOD & V 
prevention

Recently the Seven Circles Regional Council passed a Tobacco 
Resolution for 1996. This resolution describes the negative and 
costly impact that the use o f tobacco is having on young people in 
Alaska T h t R eg ion a l C oun c il s t ro n g ly  suppo rts  leg is la tion  
that w ou ld increase the cigarette tax  an ad d ition a l S i . 00  per 
pack  and a com m ensu ra te increase in  the tax on o th e r tobacco 
p rodu c ts , such as H ouse B i l l No. 431 .

T he  R eg iona l C oun c il a lso su ppo rts  leg is la tion  tha t strengthens 
(h e  en forcem ent o f  A laska 's  law s p ro h ib it in g  the i lle g a l sa le o f  
tobacco p roducts to y ou th  such as H ou se  B i l l  No. 3 6 5  and  No.
375 .

Please review the attached Resolution, and teel free to share it with 
others Together we can reduce the use o f  tohacco. the *1 cause o f 
death for the youth and adults living in the I Iniied States.

Sincerely.

Jonathan Wunrow
Program Coordinator, Seven C uclcs Coalition

Ag« r<>
Aat»«



3E IT FURTHER RESOLVED that the Seven Circles Regional Council
supports the efforts of the following groups in the tight 
against youth tobacco use and addiction: The Association
of Alaska School 3oard3; The Alaska Federation of Natives; 
Citizens To Protect Kids From Tobacco, Anchorage; The 
Alaskan Native Health Board; The Americal Lung Association 
of Alaska, and The Alaska Division of the American Cancer 
S o c i e t y .

BE IT FURTHER RESOLVED that the £ ven Circles Regional Council 
supports efforts to prevent youth tobacco use and 
addiction through the enforcement of Alaska's law which 
prohibits the illegal sale of tobacco products to youth.

C h e  t a x  o n  o t h e r  t o b a c c o  p r o d u c t s .

»» Statistics qouted above were obtained from the Alaskan Division 
of the American Cancer Society, and The American Lung Association 
of Alaska.



l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n

4107 Laurel S trco t • A nc.iorage, A laska 99508-5334 • (907) 562-2662 • FAX (907) 561-2063

Honorable Bert Sharp 

Alaska State Legislature 

P.O. Box V (MS 3100)

Juneau, AK 99801-1182

Dear ienator Sharp:

In a few days you w ill be receiving your complimentary copy of 

Alaska Medicine.
We devoted the entire issue to papers on the subject of smoking and 

its detrimental effects on kids.

Wc hope you w ill at least read the abstracts of these articles and keep 

the principles in mind as you debate the proposal to increase taxes on 

tobacco products. Remember - this is a health issue, not a revenue enhancer. 

We hope the state w ill collect progressively smaller amounts as time passes.

Thank you for your consideration.

Sincerely.

i/'

Donald R. Rogers. M D  

Editor



APR 02 ' 96 01:54PM At- COUNCIL ON PRLV P. 1

Dear Legislator:

We just wanted to let you know that the Alaska Council on Prevention of Alcohol and 
Drug Abuse, a iong -W .tth  three-fourths of all Alaskans, supports legislation to increase 
state cigarette taxes by $1 per pack, with a similar increase in taxation on chewing 
tobacco.

Please do what you can to ensure that the legislation is passed this session:

Sincerely,

C-Joe DLMatteo, Executive Director 
ALASKA COUNCIL ON PREVENTION 
of Alcohol and Drug Abuse

P R O T E C T  K ID S  -  T A X  T O B A C C O



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

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

M E M  O R A N D U M  M arch 14, 1996

S U B JE C T : Senate Dill 210, increasing the taxes on cigarettes and tobacco
products -- sectional analysis (W ork O rder No. 9 -L S 1314\C )

T O : Senator Johnny Ellis

FROM:

S enate  Bill 210 proposes in i/ea ses  to the state-im posed taxes on cigarettes and tobacco 
products.

B ill sec tio n  1: The bill section sequentially increases the tax on cigarettes. T he  increases 
arc as follow s:

B etw een the b ill's effective date and June 30, 1999, the tax im posed under this 
section is set at 62 m ills per cigarette or $1.24 per pack, an increase o f  $1.00 per pack from 
the current tax levy;

B etw een July 1, 1999, and June 30, 2002, the tax im posed under this section  is set 
at 74 m ills per cigarette or $1.48 per pack, a further increase o f  24 cents per pack;

B etw een July 1, 2002, and June 30, 2005, the tax im posed under this section  is set 
at 86 m ills per cigarette or $1.72 per pack, an additional increase o f  24 cents per pack; and

Thereafter, at th ree-year intervals, increases at the rate o f  12 m ills per c igarette  (24 
cen ts per pack).

Bill section  2: Hie bill section directs the D epartm ent o f  Revenue to gw e public  notice o f 
the cigarette tax rate changes and specific notice o f  the change to all cigarette tax licensees.

Bill sec tio n  3: The am endm ent increases the excise tax on tobacco products o ther than 
cigarettes from  its current 25 percent o f  the product’s wholesale price to a rate o f  100 percent 
o f  the w holesale price.



Bill scr u  4: The bill section authorizes the departm ent to change the rate o f  the excise tax 
on tobacco products other than cigarettes in line w ith inflation, w ith the change to be m ade 
every  second year. The provision spells out how the change is to  be calculated.

Bill section  5: Die bill section directs the Departm ent o f  R evenue to give public notice o f  
the biennial rate changes o f  the change in the excise tax rale applicable to tobacco products 
o ther than cigarettes and to give specific notice o f  the change to all tobacco tax licensees.

Bill sec tion  6 gives the m easure an O ctober I, 1996, effective date.

Senator Johnny Ellis
March 14, 1996
I’age 2

JB C :pi
96-076 .phn
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J a n e t  W. M c C a b e
i j j e K ' f m r r  •  a x c i i o k m i k . a l a m i a w m i

Via FAX 465-2070

M ot® . I  P l ® n f  d i s t r i b u t e  t o  t h ®  C o w l f c t e e  b e f o r e  t o d s y y  h c g r l f l f l
and enter into th® public record. ThanksI

3/14/96

Senator Sort Sharp 
Alaska State Sonate 
Alaska State Capitol 
Juneau, Ak 99801-1182

Dear Senator Sharp:

This io to aok your support of logielation incroaning tobacco 
t a x e s .

I '-iew thin legislation more a h  a health measure - a significant 
step towards disease prevention - than as a form of taxation and 
revenue. Increasing the cost of cigarettes will holp discourage 
young people from starting to smoko, and will protect those who 
aro most vulnerable to a proven health hazard.

Incroancd taxation in this cane is fully justified. Smoking 
creates major social costs, and the revenue generated by tho 
increase would at least begin to c over thooo costs.

Sincerely,

QA 'rU f  ^  /%  £  / o 6 - \
V
Janet McCabe
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m e m o r a n d u m

TO: Senator Johnny Ellis

FROM Paula d Scavcra ^
Legislative Analyst

RJE Tobacco Taxes in Alaska
Research Request 95.212

You ashed us to calculate revenues that could be generated by increasing the existing taxes on 
cigarettes and tobacco products You requested that wc calculate these projections with speci/k 
increases Attached is a table showing the calculated increases using the estimated FY 95 taxes 
The estimated FY 95 tax revenue is a combination of 10 months of actual taxes received and 2 
tnonUis of average monthly taxes Wc have not decreased tbe number of smokeTS as the taxes have 

increased, because of population growth and other factors (this was done on the advice of the 
Alaska Department of Revenue)

lobacco tax is levied on cigarettes and tobacco products imported into Alaska Cigarette* are 
taxed at 14 5 mills per cigarette or 2y fcnts per pack. All other lobacco products are taxed at 25 
percent of wholesale price. These taxes are collected primarily from licensed wholesalers and 
distributors The licensed daJcrs and wholesalers are allowed to deduct 1 percent of the tax due 
to cover accounting expenses Military sales and sales to Indians within an Indian reservation axe 
exempted from cigarette and tobacco taxes. In 1988, the tobacco products tax was enacted, and 
in 1989 the cigarette tax was incteAscd to 14.5 mills or 29 cents per pack

The cigarette tax (14 5 5) mills contain* two pans the prestatehood (base) rate of 2 5 milis and 
the poststatehood (additional) rale of 12 rrells Tax and penalty rcvenuo attributed to tbe 2 5 nulls 
portion is deposited in the School Fund, as well as all license fees All other cigircue uses are 
deposited in the General Fund All tobacco products taxes arc deposited in the General Fund

NVc hope this information is useful to you and «f you need further assistance, please contact Uus 
office

L e g i s l a t i v e  R e s e a r c h  A g e n c y

A laska  S ta te  Le g is la tu re
130 Sew ard  S r r t r ,  Suite 218

Ju n u u . AU m j  99801 -2190

Pbeof: (907) 465-3991 
Fai: (907) 46J.J3J1

June 15, 1995

Attachment



C om parison  o f  F Y  95 l obacco T ax  Revenue: C u rren t Rate and Several

Proposed Increases
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Cigarette Packages Sold 

Tax on Packages of Ciga: cites

53,214.090 

S 15,432.086

53.214.090 

S 23,946,340

53,214.090 

t 42,039,131

53,214,090 

S 68,646,176

m tiim m m irn
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Whole Pnee of Tobacco Sold 

Tax on Tobacco Pioducls
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S 5.857.904 

S 1.464,476

m im sB l
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$ 5.857,90.1 

$ 2,050,266

1 mlWljlj/l/l • ;

m m

J 5,857,904 

$ 2,636,057
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xroi)olt‘»J55"o las

$ 5.857,904 

S 3.221.847

1
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