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STATE OF ALASKA
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FISCAL NOTE
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Sponsor. Representative Bundyg.

BILL NO:
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POSITIONS:
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Alaska Department of Revenue
Income and Excise Audit Division

Cigarette and Tobacco Tax
CSHB 1

February 4, 1997

Page2 of5

DRAFT BILL ANALYSIS

Section 1increases the School Fund portion of the cigarette tax rate by $1.00 per pack of
20; from 2.5 mills per cigarette ($.05 per pack) to 52.5 mills per cigarette ($1.05 per pack)
through FY 2000. Combining this rate with the 12 mills per cigarette ($.24 per pack)
levied under AS 43.50.190, which goes to the General Fund, the total tax rate on a pack
of cigarettes would increase from $.29 to $1.29. After June 30,2000 the School Fund
portion increases to 64.5 mills per cigarette ($1.29 per pack) so the total tax rale on a
pack of cigarettes increases from $1.29 to $1.53 through FY 2003. After June 30, 2003
the School Fund portion increases to 76.5 mills per cigarette (S1.53 per pack) so the total
tax rate on a pack of cigarettes increases from SI.53 to S1.77 through FY 2006. After
June 30. 2006 the school fund portion increases to 88.5 mills (S1.77) plus an additional 12
mills (S.24) during each succeeding thrcc-ycar period.

Section 2 This section only takes effect if section 10f this act is ruled unconstitutional
(sec section 10). If so, the statute would be amended back to how it was prior to the bill

passage.

Section 3 directs the Department of Revenue to give public notice of changes in cigarette
tax rates under AS 43.50.090 at the time these tax rates arc changed.

Section 4 This section only takes cflcct if section ! is ruled unconstitutional (see ‘cction
10). Ifso, this section increases the General Fund portion of the cigarette tax rate by
S1.00 per pack of20; from 12 mills per cigarette (S 24 per pack) to 62 mills per cigarette
(S1.24 per pack) through FY 2000. Combining this rate with the 2.5 mills per cigarette
(S.05 per pack) levied under AS 43.50.090, which is dedicated to the School Fund, the
total tax rate on a pack of cigarettes would increase from S 29 to SI.29. After June 30,
2000 the General Fund portion increases to 74 mills per cigarette (SI.48 per pack) so the
total tax rate on a pack o fcigarettes increases from S1.29 to SI 53 through FY 2003,
After June 30, 2003 the General Fund portion increases to 86 mills per cigarette (SI.72
per pack) so the total tax rate on a pack of cigarettes increases from $1.53 to $1.77
through FY 2006 After June 30, 2006 the General Fund portion increases to 86 mills
(St.96) plus an additional 12 mills (S 24) during each succeeding thrcc-ycar period

Section 5 This section only takes cfTect if section one is ruled to be unconstitutional (sec
section 10). If so, this section directs the Department of Revenue to give public notice of
changes in cigarette tax rates under AS 43 50 190 at the time these tax rates are changed



Alaska Department ofRevenue
Income and Excise Audit Division

Cigarette and Tobacco Tax

CSIB 1
February 4, 1997

Page 3 o0fb

Section 6 increases the tobacco products tax rate from 25% to 100% o f the wholesale
price of the tobacco products.

Section 7 creates a new section under AS 43.50 (AS 43.50.365) to increase the tobacco
product tax rate applied to the wholesale price by the Anchorage CPI on July 1ofeach
even numbered year. The starting point of the index is January 1, 1998.

Section 8 creates a new section under AS 43.50 (AS 43.50.380) to direct the Department
ofRevenue to give public notice ofchanges in tobacco product tax rates under AS
43.50.365 at the time these tax rates arc changed.

Section 9 This section only takes effect if section 1is ruled unconstitutional (see section
10). If s, this section repeals the public notice provision for changes in the cigarette tax
rates under AS 43.50.090 that were made in section 3 o f this bill,

Section 10 provides for sections 2, 4, 5and 9 of this Act only taking effect if dedication of
the proceeds of the cigarette tax to the School Fund is found to be unconstitutional,

Section 11 establishes an effective date ofOctober 1, 1997 for sections I, 3, and 6-8 of
this act.

Section 12 establishes an effective date of which ever ofthe following comes later (1)
when a court enters a final judgement that the amendment under section 1 of this act is
unconstitutional or (2) when the time for appeal has expired or upon entry ofa final order
on the appeal that section 1is unconstitutional

OPERATING EXPENDITURES

Department o f Revenue is requesting operating funds to cover Vi the costs ofa Revenue
Auditor 111 position With such a large increase in taxes due the state (increase from S17
to $50 million annually), the department anticipates increased taxpayer noncompliancc

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 ensuring that all
taxpayers arc identified and that taxpayers arc filing and paying »cproper amount of tax
The projected annual salary costs for the % portion o f this position comes to S30 0



Alaska Department of Revenue

Income and Excise Audit Division

Cigarette and Tobacco Tax
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Paged of5

The department is also requesting one time FY "8 funding of $5.0 for contractual funds to
cover costs of public nofee of rate increases, forms revisions and postage, and $4.0 for
equipment (83.5 for computer costs and $.5 for office equipment). The recurring costs
will be $2.5 to cover travel, contracual and supplies, except for FY 01 where an addition
$."* will be necessary to cover public notice of the tax rate increase.

REVENUE COLLEC TED

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



Cigarette and Tobacco Tax
February 4,1637
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Clgarottos
FlattUiry Factor

Consumption (packs of cigarettes)
glaégrette Tax

Less 1.0% Commission

Net Cigaretto Tax

FY 97 Projected Cigaretto Tax

Net Clgaretla Tax increase
Increase to School Fund

Tobacco Products
FJatSotj Factor

Consumptlon (Whole. Pr, 1996'9)
Togeacco Products Tax

Less 1.0% Commission

Net Tobacco Products Tax

FY 97 Projected Tob. Prod. Tax
tesss 5 Gererl A
Cigarotto and Tob. Products
Net Cigarette and Tobacco Tax
Net Clg. and Tob. Increase

Alaska Departent of Revonuo

Incomo and Exclso AuditDivision

Projoctod Rovonuo Incroasos from Chnngo In Tobacco Tax Ratos

rrw FYM-V
=M aon
28625595 * 42,930,393
St.20 $1.29
$36927017  $55,390,527
(369.270) (553,905)
$36557,747  $54,830,622
(10,083,937) *  (15.125.905)
%26 473,810 %39 110,717
26,473, 810 39 710 117
mit-TH 0.0M
$3501648 *  $5,307473
100% 100%
$3591,648 $5,387 473
(35.916) (53,875)
$3555.732 $5,333,598
(1,090,715)  (1,630073)

$2,466,016 %3 697,626
$2,466,016 3,697,626

$40,113 479 *  $60,170,220
$78,938,827 ~ $43,408,242

FYOO

o
42,938,393

$55,39%,1522%

(553,905)
554,830,622
(15,125,905)

%39 10,717
39,710,717

O
$5,387,473
100%
$5,387.473
(53,075)
$5,333,598
(1636.073)

%3 697,626
3,874,810

$60,170,220
$43,408,242

*Hot*: The s effective date results Inthe tax Increase covering 8 months InFY 98

cshbl draft prepared try brett fried

FYO,

HOM
40,567,562

$62,06§,13563

(620,684)
$61,447,685
(15,125,905

%46 321,780
46,321,780

mic0/
$5,314,097

5,630,043

(56,329)
5,570,614
(1630,073)

%3 940,641
3,874,810

$67,701,312
$80,262,321

FY02

QH
40.567.562

$62,06$8,133%

(620,684)
$61,447,606
(15,125,905)

$46,321,781
$46,321,781

0CH
$5,314,007
106%
$5,632,043
(56.329)
$5,576,614
(1,636,073)

$3,940,641
$4,006,360

$67,701,313
$60,262,322

FYM

10, 5671563%
$62,068,370

(620,684)
$61,447,600
(15.125.905)

%46 321,781
46,321,781

$5.240.127
119%
$5,869,609
(58.696)
$5,810,912
(1,636,073)

$4.174,839
$4,006,360

$67,937,978
$80,496,621

FYM

38,249 415
$1.77

367 700466
(077,015)
$67,024,450
(15.125,905)

%61 898,646
51,898,646

$5.21072
117%
5,869,609
(58,696)
$5,010,912
(1,630.073)

%4 174 839
4,119,043

$73,671,073
156.073.385



0-LSO(X)I\B

CS FOR HOUSE BILL NO. I(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION
BY THE HOUSE HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTEE

Offered:
Referred:

Sponsor!*):  REPRESENTATIVES BUNDE, Ivan, Crofl, Porter, Hudjoo
A BILL

FOR AN CT 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 1. AS 43.50.090(a) is amended to read:

(@) There is levied an excise tax [OF TWO AND ONE-HALF MILLS] on each
cigarette imported or acquired in the state. Each licensee shall, at the time of filing
the return required by AS 43.50.080, pay to the department the excise for the calendar
month covered by the return, deducting one percent of the total tax due, which the
licensee shall retain to cover the expense of accounting and filing returns. Cigarettes
upon which the excise is imposed arc not again subject to the excise when acquired
by another person. The excise tax is levied al the following rates;

(1) on and after the effective date of this bill section and through

June 30. 2000 mb2 1/2 mills;
(2) after June 30, 2000. and through June 30. 2003 - 64 1/2 mills:

<V darme T Aotz 5B AUES)
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(3) after June 30, 2003, and through June 30. 2006 - 76 1/2 mills;

and

(4) after June 30. 2006 - 76 1/2 mills nlus an additional 12 mills
during each succeeding thrcc-vcar period, the increase to be effective on the first
dav of (he succeeding three-v'.-nr period.

* Sec. 2. AS 43.50.090(a) is amended to read:

(a) There is levied an excise tax of two and one-half mills on each cigarette
imported or acquired in the state. Each licensee shall, at the time of filing the return
required by AS 43.50.080. pay to the department the excise for the calendar month
covered by the return, deducting one percent of the total tax due, which the licensee
shall retain to cover the expense of accounting and filing returns. Cigarettes upon
which the excise is imposed arc not again subject to the excise when acquired by
another person. (THE EXCISE TAX IS LEVIED AT THE FOLLOWING RATES:

(1) ON AND AFTER THE EFFECTIVE DATE OF ATS BILL
SECTION AND THROUGH JUNE 30. 2000 - 52 1/2 MILLS;

(2) AFTER JUNE 30. 2000, AND THROUGH JUNE 30. 2003 - 64 112
MILLS;

(3) AFTER JUNE 30. 2003. AND THROUGH JUNE 30. 2006 - 76 1/2
MILLS; AND

(4) AFTER JUNE 30. 2006 - 76 1/2MILLS PLUS AN ADDITIONAL
12 MILLS DURING EACH SUCCEEDING THREE-YEAR PERIOD. THE
INCREASE TO BE EFFECTIVE ON THE FIRST DAY OF THE SUCCEEDING
THREE-YEAR PERIOD ]

» Sec. 3. AS 43.50.090 is amended by adding a new subsection to read:

(d) At the time of a change in the amount of tax under @ of this section, the
department shall give public notice of the change. The department shall also provide
notification of the change to all persons licensed under this chapter.

» See. 4. AS 43.50.190(a) is amended to read:

(a) Oil ITHERE IS LEVIED AN EXCISE TAX OF 12 MILLS ON] each

cigarette imported or acquired in this stale. ther«» Is levied an excise tax at the

following rates;

.Srw Tixz tscinrts text bmexctzo;
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(1) on nnd after the effective date of (his hill section and through
June 30. 2000 - 62 mills;

(2) after June 30. 2000. and throne)] June 30. 2003 - 74 mills:

(3) after June 30. 2003. and through June 30. 2006 - 86 mills; and

(4) after June 30. 2006 + 86 mills plus an additional 12 mills during
each succeeding three-year period, the increase to he.effective on (he first day of
the succeeding three-vear period.

* Sec. 5. AS 43.50.190 is amended by adding a new subsection to read:

(c) At the time of a change in the amount of tax under (a) of this section, the
department shall give public notice of the change. The department shall also provide
notification of the change to all persons licensed under this chapter.

* Sec. 6. AS 43.50.300 is amended to read:

Sec. 43.50.300. Excise tax levied. An excise tax is levied on tobacco products
in the state at the rate of JOO [25] percent of the wholesale price ofthe 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, manufactures, 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 state for

sale by the retailer.
 See. 7. AS 43.50.300 is amended by adding new subsections to read;

(b) The amount in (a) of this section changes, as provided in (b) - (d) of this
section, according to and to the extent of changes in the Consumer Price Index for all
urban consumers for (he Anchorage Metropolitan Area compiled by the Bureau of
Labor Statistics, United States Department of Labor. The index for January of 1998
is the reference ba>e index.

(c) The amount changes on July | of each even-numbered year in an amount
equal to the percentage of change, calculated to the nearest whole percentage point.
between the index for January of that year and the most recent index used to change
the amount in (a) of this section. However, the amount does nol change if the amount

- CSHB HUES
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required by (b) - (d) of this section is that currently in effect as a result of earlier
application of (b) - (d) of this section.

(d) If the index is revised, the percentage of change is calculated on the basis
of the revised index. If a revision of the index changes the reference base index, a
revised reference base index is determined by multiplying the reference base index
applicable by the rchasing factor furnished by the Bureau of Labor Statistics, United
States Department of Labor. If the index is superseded, the index referred to in (b) -
(d) of this section is the one represented by the Bureau of Labor Statistics as reflecting
most accurately changes in the purchasing power of the dollar for Alaska consumers,

(c) At the time of a change in the amount of the lax under this section, the
department shall promptly give public notice of the change. The department shall also
provide notification of a change to all persons licensed under this chapter.

* Sec. 8. AS 43.50.090(d), added by sec. 3 of this Act. is repealed.

*See. 9. CONDITIONAL EFFECT OF CERTAIN SECTIONS. Sections 2. 4. 5. and 8
of this Act take effect only if

(1) a court enters a final judgment that the amendment made to
AS 43.50.090(a) by sec. | of this Act changing the rate of taxation on cigarettes violates the
prohibition set out in art. L\. sec. 7. Constitution of the State of Alaska, against dedication of
the proceeds of a state tax or license; and

(2) cither the time for appeal of that judgment expires or. if an appeal is taken.
the courtenters a final order on appeal that AS 43.50.090(a!, as amended by sec. | of this
Act. violates art. IX. sec. 7. Constitution of the State of Alaska.

» Sec. 10. CONDITIONAL RETROACTIVITY OF CERTAIN PROVISIONS. If secs. 2
and 4 of this Act take effect under sec. 9 of this Act.then the amendments to AS 43.50.090(a)
and 43.50.190(a) made by secs. 2 and 4 of this Act are retroactive to October 1. 1997. and

the revenue derived from the levy of mills per cigarette of the tax levied under
AS43.50.090(a). as amended by sec. 1 of this Act. for cigarettes sold after October I. 1997,
that exceeds two and one-half mills shall be credited to the tax levied under AS 43.50.190(a).
as amended by sec. 4 of this Act.

» See. Il. Sections I. 3. 6. and 7 of this Act take effect October . 1997,

* Sec. 12.1f secs. 2, 4.5, and 8 of this Act lake effect under sec. 9 of this Act. they take

c.stin itiiES) K
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1 effect on the later of (1) the date a court enters a final judgment that the amendment made to
2 "AS 43.50.090(a) by see. 1of this Act changing the rate of taxation on cigarettes violates the

3 prohibition set out in art. IX, see. 7, Constitution of the State of Alaska, against dedication of
4 the proceeds of a state tax or- license, and (2) the expiration of any time for appeal of that

5 i'judgment, or, if an appeal is taken, upon entry of a final order on die appeal that
6 AS 43.50.090(a), as amended by see. 1of this Act, violates an. IX. sec. 7, Constitution of the

7 "State of Alaska. The attorney general shall promptly notify the lieutenant governor and the

8 reviser of statutes of ajudgment described in this section. |

- CSIIB MIES
A Text Vndeilzt) (CiUTB> TEXT tMCKXTLS) )
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Page 4, line 23:

Delete all material and insert:

"*Sec. 10  CONDITIONAL RETROACTIVITY OF CERTAIN
PROVISIONS. Ifsecs. 2 and 4 of this Act take effect under sec. 10 of this
Act, then the amendments to AS 43.50.090(a) and 43.50.190(a) made by
secs. 2 and 4 of this Act are retroactive to October 1, 1997, and the
revenue derived from the levy of mills per cigarette of the tax levied
under AS 43.50.090(a), as amended by sec. 1of this Act, for cigarettes
sold after October 1, 1997, that exceeds two and one-half mills shall be
credited to the tax levied under AS 43.50.090(a), as amended by sec. 4 of

this Act.
#Sec. 11 Sections 1,3,6, and 7 of this Act take effect October 1, 1997 "

Renumber the following bill sections accordingly.
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(007) 465-4843 (800) 892-4043

DURING INTERIM
716 W FOURTH AVE
ANCHORAGE. AX 99501-2133

Representative Con Bunde (907) 256-6168

EMAIL
District 18 RoproMotadw.Con.Runds( togu alala ak us

MEMORANDUM
DATE:  February I, 1997
T0: All members of the HESS Committee

FROM: resentative Con Bunde
ﬁglr ouse ﬂt ducation & Social Services Committee

RE: Petitions

<Ir

The House HESS Committee received a acf<a e of petitions (70 pa @hegesgl Ronsored

the R.J. Reynolds Company.. Michael Elcrtling, President of them
Sgl]es Com r]? # ﬁapncyls €00 eratmgne ﬁt etoba?co companies In their

ta a|n the to acco tax by distributing these petitions for signature
throug out our state.

The t|t|ons forwarded b rEIcrdl othe HESS ommlttee will be made

P the Rerma ent ecr oweve {he amo nho aner. necessary/
>Producet f] ac% et for the entire c? m|tte essive and
Pensw refore, the V\)ozi]ket Wil ava e|nt Eh ce or W
erson w FWIShei to view the Information. I sh to have a copy of te
etitions please call Patti Swenson, ext 6824 to your request.

Thank you for your understanding of our need {0 CONServe our resources.

OPPOSITION
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HOUSE SPECIAL COMMITTEE ON OIL & GAS _ E-MAL
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SPONSOR STATEMENT
, CSHB 1 (STA)
“An Act relating to taxes on cigarettes and tobacco products;
and providing for an effective "ate.”

CSIB I(STA) is aimed at Alaskan youth who use tobacco products. Youth smoking and
smokeless tobacco use rates in Alaska arc higher than the national average. Within Alaska, the
highest smokln? rate is in the Bush (33%) and the lowest in the urban areas (25%5). Nearly 84%
of Alaskan adults started smoking between 10 and 20 years of age, In 1995, 36.5% of high
school students were identified as current smokers; 23.5% of the'high school boys were identified

as current users of chewing tobacco.

Youth who use tobacco quickly become addicted to nicotine and most often become long-term
users who suffer the long-term health effects of smoking, Withdrawal from nicotine addiction is
like withdrawal from other highly addictive substances: difficult and painful. Seventy percent of
smokers sag theyr want to quit, and millions try each year, bu* only 2.5% succeed in anY given
year. CSHB 1(STA) seeks to stop our youth from ever using tobacco, and to debase the number
of adults already using tobacco. CSHB | (STA),when passed, will move Alas  arahead of other

states in the fight against youth access to tobacco.

There arc some enormous health and economic costs which flow from tobacco use. Some of these
costs arc easy to measure, some arc difficult to measure and some arc beyond measurement.
Gettln? un idea of these costs can help the move toward health and economic policies that help

control tobacco.

The costs that can be easily measured arc the costs that involve delivering direct health care services
which would not have been needed if tobacco was not us®.  In 1996 the state collected $ 16.7
million in cigarette tax revenues. That same year, the estimated economic impact ofsmokmg in
Alaska was over $194 million in direct health care costs related to smoking and tobacco products.
A%promm_ately $9.8 million of the direct health care costs were pai | by state Medicaid. CSHB
I(STA) will help recover some of the excessive medical costs created by the use of tobacco.

Other easily measurable costs that have been researched arc; the costs of disapility, increased
iliness, fire"losses, and forgone income due to early mortality. Tobacco use is Ihc leading cause of
death in Alaska. One out of five deaths in Alaska arc tobacco related. The U.S, Centers for
Disease Control estimates that 18,000 Alaskans currently under the age of 18 will die from
lobocco-reinted diseases if effective action is not taken to end this epidemic. CSHB IEST_A)
contains a tobacco tax of $1 per pack und provisions lo inflation proof the tax. This tax is the
single most effective way to reduce tobacco consumption among children and adults, and thereby

prevent premature deaths.

There arc some costs related to tobacco use which are more difficult lo quantify. There is the work
of someone who becomes ill from tobacco usage, the FESROHSIblllty of trying to replace the work
that person docs, lack of access to advanced health care that creates u significant burden for an
entire family, the illness or premature death of a tobacco user which can prevent their children from
8ettmg an adequate education resulting in limited chances for success, as well as, the amount of
isposable income devoted to maintaining a nicotine addiction. In some cases a significant portion

SPONSOR STATEMENT



House Bill 1
Sponsor Statement

of ufamily's disposable income is spent on maintaining a tobacco addiction, therchv preventing
this money from bein sPent on improving fam||¥ nutrition, educational needs, or investment in
productive capacity. Not only docs this Perpetua e the crcle of poverty, but it s a loss to the local
economy, since thé money goes instead s of large outside tobacco companies.

There is evidence that ihc poor quit smoking in larger numbers in response to price increases.
Therefore, they will benefit by a tobacco tax increase of $1 per pack 1o a greater extent than more
affluent socioéconomic groups. Additionally, since the number of children who will start to smoke
is clearly |nversel¥, related lo price, a large Iax increase will make it possible to save Iargie numbers
ofanother generation of smokers from tobacco addiction. Forevery price increase of 10% we can
expect to reduce consumption of tobacco products by an eaual or greater amount among children
and teens. The $1 per pack tax increase proposed in'CSH I(STA% would reduce L/outh smoking in
Alaska by an estimated 32% and prevent over 5.700 premature deaths among Alakans currently

under the age of 18.

There are costs that are very real but cannot be measured. These include reduced uuality of life for
the tobacco user, for those affected by second-hand smoke and for thoselpeople whose Tives arc
tom aP_art due to the loss or illness of'a loved one. The value of human lite and of attaining human
Poten ial, cannot be measured in economic terms, But our inability to quantlf?/ these aspects of
obacco use should not leave us blind to liicm. They are by far theé largest of the true costs of

tobacco industry products.

oward the profi

Legl_slators In our state have a ci nstitutional duty to Prowde for the promotion and protection of
public health. A SI per pack increase in the tobacco tax and the&arovmon to inflation-proof Inc tax
will help ensure a continuous decrease in the use of tobacco products by the youth and adults of
Alaska, as well as. promote a continued trend toward decreased health care cost and healthier

people.

Finally, a January 1996 statewide survey conducted by Mathcmatica Policy Research of Pnnccton.
New Jersey found that 74% of Alaskans support an increase of SI per pack in the state excise tax
on cigarettes. This includes 75% of "conservatives," 75% of "moderates," 73% of “liberal” and
55% of smokers. This legislation had wide public support in 1996 and it still docs. CSHB I(STA)
is long overdue. | urge the passage of House Bill I, a lair tobacco tax for all people in Alaska.
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MEMOKANDVM February 10. W7

SUBJECT: CSIIB [(STA). increasing taxes on cigarettes and tobacco products
sectional analysis. (Work Order No. 20*LSO000I\E)

T0: Representative Con Bunde
ATTN: Patti Swenson

FROM: Jack
Legislative

CSHB 1(STA) generally proposes increases to state-imposed taxes on cigarettes and tobacco
products.

Bill section 1. The bill section sequentially increases the tax on cigarettes and. because the
changes arc made to the rate o f a tax that is dedicated, would have the cftcct of providing for
the deposit of the increase into the "School Fund." AS 43.50.140. The increases arc as

follows:

Between the hill's effective date and June 30. 2000. the per cigarette tax would be set
at 52 1/2 mills, a 50 mill rate increase, or an increase of $1.00 per pack (50 mills x 20
cigarettes per pack m1000 mills or S1.00) from the current cigarette tax levy;

Between July 1.2000. and June 30.2003. the per cigarette tax would be set at 64 1/2
mills, an additional 12 mill increase, or an additional increase of 24 cents per pack:

Between July 1.2003. and June 30.2006. the per cigarette tax would be set at 76 1/2
mills, an additional 12 mill increase, or a further increase of 24 cents per pack; and

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

Bill section 2: Whether the rate imposed in a dedicated tax may be changed without
destroying the dedication is debatable. In the event the courts are asked lo decide the
question and determine Qut the dedication is destroy ed, this bill section is included lo restore
the current rale of tax for the component that is dedicated for inclusion in the School f und.

sectional analysis

09
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Rill section 3: Ihe hill section amends AS 43.50.090 to add a provision directing the
Department of Revenue to give public notice of the cigarette tax rate changes and specil ¢
notice of the changes being made under AS 43.50.090(a) to all cigarette tax licensees it
appropriate times.

Rill section 4: Ihis isa contingent provision. In tnc event the changes set out in hill section
| are found to destroy the dedication, then the tax rate changes arc made to current
AS 43.50.190(a). a provision that imposes a further tax on cigarettes and that, because the
proceeds are not dedicated, adds the increased revenue to the state general fund.

Rill section 5: This is also a contingent provision. The bill section amends AS 43.50.190
to add a provision directing the Department o f Revenue to give public notice of the cigarette
tax rate changes and specific notice o f the changes being made under AS 43.50.190(a) to all
cigarette tax licensees at appropriate times.

Rill section (* AS 43.50.300 levies an excise lax on tobacco products other than cigarettes.
The amendment proposed would increase the excise tax on tobacco products other than
cigarettes from its current 25 percent of the product's wholesale price to 100 percent o f the

wholesale price.

Rill section 7: Hie bill section adds new provisions to AS 43.50.300 that authorize the
Department of Revenue to further change the rate o f the excise tax on tobacco products other
than cigarettes in line with inflation, al two-year intervals, spelling out how the change is to
be calculated, and requiring the giving of public notice and specific notice of the change to
all tobacco tax licensees at appropriate times.

Rill section 8: Ihc provisions of the new material added by bill section 3 directing the
Department of Revenue to give public notice of the cigarette tax rale changes and specific
notice of the changes being made under AS 43.50.090(a) to all cigarette lax licensees at
appropriate times may be superfluous if the court rules against the tax dedication and
AS 43.50.091)(u) as amended by bill section | is repealed. Under those circumstances.

AS 43.50.090(d) is also to be repealed.

Rill section 9: llicse hill sections spell out the contingency under which certain o f the
earlier bill scctions-bill sections 2.4,5. and 8-are to take cflcct. They arc to be given cflcct
only if a court determines that changing the rate of taxation on cigarettes destroys the
dedication of tax revenue derived from the cigarette tax.

Rill section* 10 and 11 arc effective date prov isions Key tax change prov isions are to take
clTcci October 1. 1997; other provisions take clfcct on the date that contingency identified
in bill section 9 occurs.

JRC.'glc
97-()79.glc



Legislative Research Services

1JOScminIStnrt, Suite 21ff
Junriiu. Alaska 99A01-2196
Phone (907) 465 3991
Pax (907) 46J-3J1

Alaska State Legislature
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January 29. 1997

MEMORANDUM

TO:

FROM: Paul Brandi v
Legislative Analyst

RE: The Effects of Tax Increases on Tobacco Use by Minors

You asked for information on how tobacco tax increases affect the rate o f tobacco use by minors.
After a briefsummary, this memorandum provides a short review of economic concepts and data
sources used by researchers, and then presents the findings of several studies that examine the

effects of price increases on tobacco use.

Summary

Experts with whom wc spoke cited numerous studies examining the effects of lax increases on
tobacco use by minors.1 Even w>than issue as sensitive as tobacco taxes, wc found little argument
with the fact that increased tobacco costs results in decreased tobacco sales. Tax opponents may
argue, however, that control measures such as stncter youth tobacco laws arc more effective at
reducing teen smoking than increased taxes. Opponents of tax increases also contend that
although raising prices decreases cigarette sales, illegal tobacco sales flourish, thus masking any
lasting actual decline in smoking rates. Advocates of tax increases point to a review of youth
tobacco use by the office of the U.S. Surgeon General, including research accounting for the
illegal cigarette sales, which concludes that tax increases provide an immediate and lasting method
of controlling smoking. The Surgeon General estimates that a 10 percent price increase results
m a 2 to 5 percent decline in cigarette use within Ihc general population and cigarette use

'Among others, wc contacted the American Cancer Society, the American Lung
Association, the Centers for Disease Control, the Office of the Surgeon General, the National
Conference of State Legislatures, the Tobacco Merchants Association of America, and the

Tobacco Institute

THE EFFECTS OF TAX INCREASES ON TOBACCO USE BY MINORS - LEG. RESEARCH
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decreases at least as high, if not significantly higher, among youth.* Additionally, the Surgeon
General reports that 86 percent of the overall decrease In youth cigarette use comes from
discouraging initiation o f new smokers; the remaining 14 percent comes from decreased cigarette
use by young people who arc already smoking. The 86 percent decline in new smokers is an
important point because studies also indicate that more than 80 percent ofsmokers began smoking
before age 18. Stopping young people before they start is often cited by health advocates as a
major goal of their anti-smoking campaigns. In fact, the Surgeon General recommends raising
prices as a primary measure to control tobacco use by minors because of the scientific evidence
showing its great effects In addition, a recent study, conducted by independent researchers,
examines the cfTccts o f both tax increases and laws designed to restrict minors' access to tobacco.
According to one of the authors, Dr. Frank Chaloupka. tax increases arc the single most effective
method of reducing youth cigarette use. His study, based on information from 110,000 youths
nationwide, finds that tax increases significantly reduce youth smoking rates and that laws
designed to prevent minors' access to tobacco arc ineffective.

Background

According to David Rcaumc. former professor of economics at the University of Alaska
Southeast, economists use two fundamental economic concepts to examine the cficcts of price
increases on product demand—/ic law ofdemand and price elasticity' ofdemand. The law of
demanddictate* that raising prices causes a decrease in product demand. Economists measure the
rate of change using price eIastICItX ofdemand. Mr. Reaumc explained that demand for any
product decreases as pnccs increase but the degree o f change is likely to be small for necessities
and large for luxury items. He also cautioned that many variables affect product demand and
when measuring the amount o fchange caused by price increases economists must try to account

for all factors.

Numerous tobacco-related studies use data collected by the U.S. Centers for Disease Control
(CDC) when analyzing the effects of tax increases on youth smoking rates. According to Dana
Shelton, epidemiologist for the CDC. it is the way in which researchers use CDC information that
Is important. Many researchers use sources other than the CDC*s data because information
obtained by state-sponsored Youth Risk Behavior Surveys comes from random samples of an
entire population rather than multiple ycjr studies o f specific individuals After obtaining then
owm study results, researchers may use CDC data to c*'imale nationwide results. For example,
researchers may contact the same set o f teens over a three-year period to determine if tax increases
resulted in changes such as quitting, reducing, or starting smoking. Based on these contacts,
researchers are able lo project how tax increases influence youth smoking rales; they then use

~ ‘Studies reviewed by the Surgeon General report a 2.3 to 14 4 percent decrease in youth
smoking as a result ofa 10 percent increase in pncc. Many studies report findings exceeding 7
percent.
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CDC daia to project their find'ngs onto a larger population such as Alaska or the entire United
States. Using the same group of teens allows researchers to account for other variables such as
the effects o f youth smoking laws as well as how tax increases influence tobacco use. According
to Ms. Shelton, researchers perform strict analyses to ensure that specific events such as tax
increases caused their findings rather than other variables or normal fluctuations within the
population. Ms. Shelton cautioned that selecting individual pieces o f data from a large work like
the CDC's Surveillance Summaries, which includes the results of state Youth Risk Behavior
Surveys, and basing conclusions on that information is not a scientifically accepted method of
analyzing data and would likely be erroneous.'

The Effect of Tax Increases on Cigarette Consumption Within the General Population

According to a report by the Surgeon General, numerous studies examining the cflects of tax
Increases on cigarette consumption estimate that raising prices by 10 percent results ina 2 to 5
percent decrease in cigarette use (Attachment A)* The Surgeon General criticizes some studies
for failing to model the addictive aspects o f consumption and others for failing to account for

smuggling o f cigarettes between states.

According lo Dan Howie of the Tobacco Institute, the problem of illegal cigarette sales is well
documented in Canada, as well as other states, following large tax increases. He indicated that
Canada’s large cigarette tax initially reduced smoking rates, but as illegal tobacco markets
developed cigarette use began to rise. In support of his argument Mr. How ie cited a 1996 report
by the Tax Foundation. The report concluded that although increased prices resulted in decreased
cigarette sales, illegal tobacco sales may mask any actual declines in cigarette use.” Tobacco tax
advocates contend that smuggling illegal cigarettes to Alaska would be unprofitable because of
shipping costs and the high price of cigarettes in Canada (the only jurisdiction with which we

~ 'CDC Surveillance Summaries distributes scientific information to public health
officials, including information on tobacco consumption by minors. The CDC receives
information for Surveillance Summaries from various sources including state Youth Risk

Behavior Surveys.

'Centers for Disease Control and Prevention, Presenting tobacco Use Amon% Young
People: AReport ofthe Surgeon General, 1994 p. 269-273. The overall range of pnee elasticity
ofcigarette demand was between *0.14 and -1.23 (that is. a 10 percent pnee increase results in a
1.4 to 12.3 percent decrease in cigarette use), the majonty of estimates fell within the narrower

range o 2 to 5 percent.

The Tax Foundation. The Effect ofExcise Tax Differentials on Interstate Smuggling
and Cross-Border Sales of Cigarettes in the United States, October 1996. The lax Foundation
Is a nonprofit, tax exempt organization that relics solely on voluntary contributions for support.
They supply fiscal infomiation and analysis to policymakers, business leaders, and the general

public.
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share a border). They also contend that Alaska's single Indian reservation on Annette Island is an
unlikely source for large quantities of tobacco products and the U.S. Department o f Defense could
place restrictions on military tobacco sales, as was done in Hawaii, if problems with illegal
distribution develop.

The Surgeon General also reviewed studies examining both the effects o f illegal smuggling and
tax increases. As is the ease in 0'.hcr research findings, these studies estimate that a 10 percent
price increase leads to a 2 to 5 pcicent decrease in cigarette use. After reviewing the results of
many studies, the Surgeon General concludes that even with differences in data, theoretical
modeling, and estimation techniques numerous studies reach one general conclusion-incrcasing
cigarette prices reduces smoking.

The Effect of Tax Increases on Adolescent Tobacco Users

As in the general population, studies reviewed by the Surgeon General show that tax increases
cause a significant decrease in youth smoking rates. While the range of findings varied (overall,
the studies found that a 10 percent price increase results in a 2.3 to 14.4 percent decrease in
cigarette use), many studies estimate that a 10 percent price increase reduces overall youth
cigarette use by more than 7 percent.

Researchers examine the overall effect of tax increases on youth smoking by calculating the
decrease in cigarette use by those already smoking and determining the number of minors who
never start. The Surgeon General reports that 86 percent o f the overall decrease in youth cigarette
use comes from discouraging initiation of new smokers. The fact that increasing taxer
significantly reduces overall cigarette use and decreases the number of new youth smokers leads
the Surgeon General to recommend raising prices as a primary control measure.

Dan Howie of the Tobacco Institute contends that tough state laws restricting the sale o f tobacco
to minors could decrease youth smoking rates without tax increases. He also states that when tax
increases create an underground market for tobacco, illegal sales make laws restricting minors'
access to tobacco ineffective. As anexample, he cites Ihc problems with smuggling experienced
in Canada following large cigarette tax increases.

A recent study that compares both the effects of cigarette tax increases and laws limiting youth
access to tobacco, how ever, found that raising prices is a highly effective means of controlling
teen cigarette use. This study concludes that laws alone, due to problems ofenforcement, have
little impact on smoking rates * In the study. Dr. Frank Oialoupka and Dr. Michael Grossman
analyzed data from over 110,000 youths collected during the years 1992. 1993, and 1994

‘Attachment B is a copy of 'Pnee, Tobacco Control Policies and Youth Smoking™ by
Dr. Frank Chaloupka and Dr. Michael Grossman.
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(Attachment B).7 The study finds that tax increases significantly reduce cigarette use among
adolescents and estimates that for every 10 percent price increase the overall youth demand for

cigarettes declines 13.13 percent.

Enforcement of Tobacco Laws In Alaska

In Alaska, current state laws restrict sales o f tobacco to anyone under the age of 19, make it illegal
for minors to purchase, possess or use tobacco, and place restrictions on cigarette vending
machines. According to Mary Collins, research analyst for the Division ol Alcoholism and Drug
Abuse within the Alaska Department of Health and Social Services, the 1996 Alaska Youth
Tobacco Purchase Survey found that while 64 percent of merchants statewide refused to sell
tobacco products to minors, the remaining 36 percent of merchants sold tobacco to minors.
According to Kathleen Mather of the Alaska Department of Public Safety, law enforcement
officials issued four citations for illegally selling or giving tobacco to minors in 1996 and seven
in 1995. Additionally, minors received 96 citations for illegally possessing or using tobacco in

1996.

| hope this information is helpful for your purposes. Please do not hesitate to call if you have
additional questions.

Attachments

Dr. Chaloupka and Dr. Grossman have studied the effects of tax increases on cigarette
demand for several years and have prepared a number of research studies on the issue. Dr.
Chaloupka is an Associate Professor o f Economics at the University of lllinois al Chicago and Dr.
Grossman is a Professor of Economics at City University of New York Graduate School.



ASSOCIATION OF ALASKA SCHOOL BOARDS

Arlrocutesfor Alaska®"s Youth

January 20. 1997

The Honorable Con Bunde. Chair
House HESS Committee

Alaska State Capitol
Juneau, AK 99801-1182

Dear Representative Bunde:

The Association of Alaska School Boards has established child advocacy as
one of our top priorities Our mission to promote parental, public, and social
service commitment to the shared responsibility of educating all children
enables us to address issues that deal with the health and safety of Alaska's
children. To this end. during the 1996 AASB Annual Conference, our
membership reaffirmed their commitment to a resolution which recommends
increasing tobacco taxes in order to reduce the accessibility of tobacco by

teens

We are pleased that you have sponsored a hill (HB 1) which will prevent
tobacco addiction among our children We believe that, through the combined
influences of tax levies, strict law enforcement, and quality education, we can all
have a hand in preventing our children from becoming addicted to tobacco

AASB supports legislation which keeps our kids tobacco free Thank you for
your commitment to the health and well-being of Alaska's children

Sincerely,

Carl F N Rose
Executive Director

SUPPORT



ASSOCIATION OF ALASKA SCHOOL BOARDS

Arfrncati“sfor Alaska"s Youth

X

Position Paper
Increase in Tobacco Tax

Inorder lo address the risk to the health and safety of children and youth that tobacco related
products represent, the Association of Alaska School Boards s*rongly supports legislation which

would increase the cigarette tax.

After a review of the research, we take this position because:
= nicotine Isan addictive drug that has been proven harmful to children; )
= the average teenage smoker starts smoking at 14 1/2 years old and becomes a daily smoker

before the age of 18. ) o ) )
= if people do hot begin to smoke as teenagers or children, it is unlikely they will ever do so;

and
= children tend to vastly underestimate the likelihood that they will become addicted to nicotine.

Tobacco use is a problem among Alaska’s teens. 27% of 12th grade girls and 18% of 12th grade
boys report daily use of cigarettes Rates are highest among Alaska Natives: 31% of 12th grade

girts and 21% of 12th grade boys.

Of public health strategies available for reducing tobacco use, increasing tobacco
taxes as a way of raising the price of tobacco products is viewed as the most _
effective. One of Its virtues is that it Is immediate and does not require further public

resources to implement.

By increasing tho tax on tobacco Alaska can significantly reduce the use of tobacco
among toons Below are two examples of regions where taxation reduced tobacco consumption

among teens ) )
= InCanada, between 1979 and 1991. higher tax rates increased the real price of tobacco by

158 percent and teenage consumption dropf)ed by two-thirds )
= InCalifornia, cigaretto smoking declined nearly 24 percentffrom 26 7 percent in 1988 to 20.4

percent In 1992) after California approved a 25 cent excise tax increase.
AASB believes that it is much easier to prevent smoking, than it is to help a teenager quit once

they have become addicted We hcpe that you consider pining AASB inour goalto protect the
health of teenagers by voting to increase tlie Alaskan sales tax on tobacco.

1/20/97



ASSOCIATION OF ALASKA SCHOOL BOARDS
AdrocalrsJdr Alaska®s Youth

8984JECT AREA: Child and Youth Advocacy

INCREASE IN TOBACCO TAX _ - _ _

WHEREAS, Alaska hasdthe sixth highest rate of smoking and the sixth highest rate of smoking-related deaths in the
nation, an

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

WHEREAS, nearly 84% of Alaskan adults started smokln? between the ages of 10 and 20 years of age. and

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

WHEREAS, smoking accounted for 19% of deaths in Alaska in 1991, av_era(g;mg Lporday.and

WHEREAS, the estimated direct he iih care cost altnbuted to smoking in 1991 was $45 6 million for persons 35 and

older; and

WHEREAS, between 1979 and 1J91 Canada reduced the teenage consumption of tobacco by 67% by increasing
tho tax rates by 1' 8% ;and _ _ _ _

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

WHEREAS, Alaska's tobacco tax was last increased in 1989, and _ _

WHEREAS, a January 1996 statewido survey found that 74% of Alaskans support an increase of $1 per pack in the
state excise tax on cigarettes, and _

WHEREAS, the current cigarette tax is $0 29 per pack or 25% of the wholesale price of other tobacco products

NOW THEREFORE BE ITRESOLVED that the Association of Alaska School Boards _su(rports legislation which
would increase the cigarette tax bJ an additional $1 00 per })ack (to be indoxed yearly to inflation) and
an increase on other tobacco products by an additional 75% o '

BE IT FURTHER RESOLVED that the Association of Alaska School Boards supports tho direction of funds raised
under this tax to go towards prevention efforts

E%%JBSJECT AREA: Child and Youth Advocacy

ACCESS TO TOBACCO PRODUCTS _
WHEREAS. nx»tine is an addictive drug and has boon})roven to bo harmful to children, and
WHEREAS, tho averago toonago smoker starts at 14 1/2 years old and bocomes a daily smoker before the age of

18.and
WHEREAS, studios show that il poople do nol begin to smoke as teenagers or children, it is unlikoly they will evor do

s0. and,

WHEREAS, each and every day, another 3,000 young people become regular amokors, and nearly 1,000 of them will
eventually die as a result ol their smokm?, and _ . o

WHEREAS, children tend to vastly underestimate the likelihood that they will t»come addicted to nicotine, and

WHEREAS, a 1994 Surgoon General's report found that young peoplo wore ab o lo buy cigarettes in vending
machines an averago of 88% of tho lime, and

WHEREAS, Alaska stato law gro ibits tho use of tobacco by minors; o

NOW THEREFORE BE ITRESOLVED that tho Association of Alaska School Boards seeks legislation to strengthen
penalties tor iiiogal sale of tobacco products to minors, end _ _

BE IF FURTHER RESObVED, that AASB seek legislation lo further reduce accoss to tobaoco vending machines by
minors, an

BE IT FURTHER RESOLVED thal AASB support vigorous enforcement of laws concerning tho sale, use, nnd

possession of tobacco-roiatod products by children and adolescents.



ASSOCIATION OF ALASKA SCHOOL BOARDS

AdvocatesJ"or Alaska®™s Youth

S%JB6JECT AREA: Child ond Youth Advocacy

PRESERVING THE RIGHTS OF LOCAL GOVERNMENTS TO REGULATE TOBACCO

WHEREAS, there is a movement intho United Stales to enact laws which proompt local Pove_rnmg bodies from
adopting or enforcing arty ordinance, rule, or regulation concerning the sale, distribution, advertising,
display, or promotion of cigarette or tobacco products, and

WHEREAS, Preempn_on would limit the authonty of boroughs, cities and villages, and _

WHEREAS, local ordinances are more likely to'give the citizens a sonse of ownership or loyalty to regulations,

ultimately resulting in changed social norms related to the specific issue addressed, and

WHEREAS, former US Surgeon General C Everett Koop has called preemption "nothing more than a devious
strategy conceived by the toba'cco.mdustrg to keep your communities, and therefore your people,
from becoming more involved in critical tobacco prevention efforts,” and _

NOW THEREFORE BE IT RESOLVED that AASB supports the nght and authonty of local govommonts to enact their
own restnctions on alcohol and tobacco, and S ,

BE IT FURTHER RESOLVED that AASB supports local ?overnments' homa rule lo use titeir zoning, planning, and
other local police powers to control alcohol and tobacco problems, including advertising and access
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January 8, 1997

The Honorable Con Bunde
Alaska House of Representatives
State Capitol

Juneau, Alaska 99801

Dear Representative Bunde:

Those of us working on the tobacco tax campaign would like to wish you a happy and produc-
tive new year and let you know that we look forward to working with you in 1997 to save

thousands of lives in the years ahead.

Tobacco issues continue to make headlines in Alaska and around the country, with frequent
news stories about proposed FDA regulation of tobacco and implementation of the Synar
Amendment by state governments. This letter is intended to clarify that while such efforts are
worthwhile, a major tobacco tax increase (Sl per pack) is clearly the most effective tool we
have to reduce tobacco use.

There is no “silver bullet" for ending the tobacco epidemic. A comprehensive approach
that includes tax increases, media campaigns, innovative school programs, advertising restric-
tions, clean indoor air laws, and enforcement of youth access laws should be our goal.

The $1 per pack tobacco tax increase must be the cornerstone of a comprehensive
tobacco control strategy, and should be enacted first. In a report produced by a panel of
experts, the National Cancer Institute concluded that "few measures exhibit the speed and
magnitude of impact achieved by increasing taxation on tobacco products... Increasing tobacco
excise taxes must be considered an essential and primary component of any comprehensive
tobacco control program.” The Sl per pack tobacco tax increase will have immediate and
dramatic impact on youth smoking and smokeless tobacco rates in ever}' community in the
state, without creating any Financial drain or. the state budget.

While there should be continuing efforts to enforce existing laws against selling tobacco
to minors, reducing youth access to tobacco is easier said than done. The goal of the
Division of Alcoholism and Drug Abuse is to increase vendor compliance to 80% (from the
current rate of 64%), in keeping with the provisions of the federal ' Synar" law. However,
recent research conducted in Massachusetts shows that even when 80% of stores refuse to
sell to minors, kids can still buy tobacco products. The researchers concluded that "compliance
rates above 90% must be achieved before the youths in the community begin to have difficulty
purchasing tobacco." While this is a worthwhile goal that we support, it is unlikely that we will
be able to achieve it any time soon.

Alaska Native
Health Board

Amc
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Likewise, restricting tobacco sales to liquor outlets only, as some have proposed, makes
a lot of sense but will be extremely difficult to achieve. Convenience stores typically make
more than half their profits from tobacco sales. Any change in the law will be met with extreme
rcsistence, with the tobacco industry providing financial support to the opposition. Again, the
best option to reduce teen smoking is to pass the $1 per pack tobacco tax increase.

While valuable as part of a comprehensive effort, FDA regulation of tobacco products
will not adequately address the tobacco epidemic in Alaska. Even if the regulations arc
implemented, they will not have the kind of dramatic impact on youth smoking that can be

achieved through a major tobacco tax increase.

The proven effectiveness of tobacco taxation, the strong public support for the tax, and the fact
that there is no cost to state government arc all reasons to support the proposed $1 per pack
tax increase in Alaska. As the Alaska Journal o f Commerce stated in an editorial last summer:

We can save thousands of lives in Alaska by protecting our kids from tobacco, and
the best way to do that is to increase the state cigarette to.....It should be an easy
choice and a no-lose situation. We can decrease the deathsfrom smoking while

decreasing the dollars taken from the state savings account to support the budget,
and we can reduce ourfuture expenditures on health care.

Please feel free to contact us for more information. We look forward to talking with you soon.

Sincerely,
Larry Dickerson Anne M. Walker
Executive Director Executive Director

Am rican Lung Association (Alaska) Alaska Native Health Board
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A $1 per pack increase in the state cigarette tax?

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

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

Spending Cuts 16%
Spending Cuts and Revenue Sources 72%

» Now, I would like to rum to tobacco taxes. The current Alaska state tax is 29 cents per pack of
cigarettes. In general, do you favor or cpposc increasing /Alaska’'s tobacco taxes by one dollar per

pack to help close the state’s fiscal gap?

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

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

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

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

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

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

pack?

Strongly Favor 58%
Somewhat Favor 15%
Somewhat Oppose 7%
Strongly Oppose 18%

These data are based on preliminary analysis o f the results o f the Masha Smokeless States Survey, a telephone survey ofa
representative sample ¢ f 820 Alaska residents 18 and elder conductedfrom Deumber 14, 1995 through January 20, 1996.
The survey uas conducted using a single-stage, list-assisted random-digit dialing stratefed sample design. One adult was
selected to be inlervteued within each household. The survey concerned public attitudes toward the state’s budget gap and
tobacco policy issues. Tbe margin ofsampling error (‘95X sampling intenal) for statewide estimates madefor all residents is
no more than plus or minus 4.3 percentage points. The survey was conduced by Matbemattca Policy Research, Inc. in
Princeton, HewJersey, under contract with the Robert \Wood Johnson foundation.

BACKGROUND
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Alaska Tobacco Control-Alliance
Resolution tn Support an Increase in the Tobacco Tax

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

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

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

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

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

Whereas tobacco kills 1 out of 5 Alaskans;

Whereas AJaskan Natives suffer disproportionately from the burden
of tobacco addiction and illness;

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

Whereas smoking-rclatcd death and disease cost each Alaskan $220
in 1991;

Whereas smoking-related death and disease cost the Alaska
economy S127.6 MILLION DOLLARS in 1991;

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

ALASKA TOBACCO CONTROL ALLIANCE
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Alaska

Cobaces Tobacco Use by Youth:
Control Patterns and Prevention

Alliance

TOBACCO USE BY YOUTH

« . |

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

« Forany cross section of adults who smoke, 89 percent begin using cigarettes by or atage 18.
Seventy-one percent begin smoklrg dally by or atage 18.1

« The average age when people first try smoking a cigarette Is 14.5 years.2

Nearly 84 percent of AJaskan adults started smoking between the ages of 10 and 20 years old.1

+ Seventy-three percent of dally teen smokers who think they won't be smokJng In 5 years are still
smoking 5 years later.4

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

« Eighty percent of teen smokers want to and have tried toquit Only 1.2% succeed

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

* o Among high school «*nlors, the prr*c!?rve of regular smokers (those who have smoked In the
past 30 days) was 30.5% In 1980 and 29.9% In 1993; the prevalence of dally smokers was
21.3% In 1980 and 19.0% In 1993.2

« InAlaska, 2 7% of 12th grade girtsand 18 % of 12th grade boys report daily use of cigarettes.
Rates are highest among Alaska Natives: 3 L% of 12lh grade girlsand 2 L% of 12th grade
boys.1

'Ctrtm hr (Xm u Control and Prawtioa ftrvmung Tab*cnVitKneni Youn fYaPir ARrpoactrxSvriron C<ntrU ACania, CA US
DfpartmrrtofH rand Human Sortco. Certen lorOwe* Certrd and Prrvtrtkxv 1994,

‘CrrtmlorOtuaKCertr* and Pttwtioa >994

'Atoka OMsion of FttAcMcrtft and Atoka Anri Nativt titatt Sow t»989AUiUTA&cxtrt //<**>Sunry
'Ctrtm lorW kik Ccrud jnd Pmtrocn. 1994,

'C*BupO»prtnUoa 1992.

“ftruRf ACAxJw and PracUco Scrry. 199).

Fv‘“%“%%ﬂ Mr<¥drs, CnmvtfUp TU+ctofrrr. fiTrtnungNk&xA#kOonnO*Ainind YetOa. VtortrAcn. OC Kuonii Academy
Int. .

'SAtota Or art{rélér& of Htatti and Social Smko. IN StmetAMotrmHrMih A/tUt Ajnrtu, AX Atoki Drv*rt/n*rt r4 and SulV
rnko. May 1990.

AjtU 199§



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

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

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

' InAlaska, 18% of 12Ih grade boys and 7°/o of 12th grade girls report daily use of smokeless
tobacco. Rates are highest among Alaska Natives: 24 % of 12th grade boys and 13 % of 12th
grade girls.'0

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

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

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

« In 13 studies of over-the-counter sales, illegal sales to minors occurred at the (average-weighted)
rate of 67 percent”

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

« 1a 1988, only 4 to 8 percent of all cigarette? v.*?re sold through vending machines. However, the
National Automatic Merchandising Association reported that young people lend to use vending
machines more often than the general smoking public.ll

« Nine studies of vending machine sales found the (average-welghled) rate of Illegal sales was 88
percent.4

« A National Automatic Merchandising Association survey found that minors were successful 77%
of the time In buying tobacco from vending machines placed where minors were prohibited.*5

'InttJtuteorMttfane. 1994,

“ Atoka Op»rinynt of Ifeattl and sa.nil smvee TheQuteatMdatentHetidy toiviki - May 1990,
ICtnfcrj tt CXwaw Control and Prrvrmoa 1994,

"Cfrtm U CXuas* Control and Pmtntton. 1994,

! Automatic Menhandliirvic AtwUUon. 0{*rTtt Sale fromWrxSofV.er*f' 1908. Otop.lUNaUonaJAuicnuucMouundiilng
Auoddtion, 1909 Airrportrdb.Genfrr or UUciu Control and Pmrtlcn. 1094,

"C«Hm torOUriu Control and PimrtJoa 1994,
"Arrvrictra tor ftonvmekaV k'tMi "feuth Akm to Tobacto* Pt ihcri). Bttfeciry. CA 1992



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

> Adults are ani ther important source of tobacco for minors,

« Several studlej document that between 17 and 25 percent of adolescents obtain tobacco from
their parents or guardians.16
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> Tobacco use Is the single most preventable cause of premature death and crippling
disease in the United States.1
CIGARETTE USE
> Alaska has one of the highest smoking rates in the nation.

« Alaska has the sixth highest rate of smoking and the sixth highest rate of smoking-related death
In the nation.!

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

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

> Alaskan adolescents, particularly females and those living in rural communities,
report high rates of smoking. Use increases with each grade. For almost every grade,
more girls than boys smoke on a daily basis.1

«  TVventy-seven percent of 12th grade females and 18 percent of 12th grade males report that they
smoked cigarettes every day.’

+ Female students in grades 10* 12 living In communities with less than 2,500 residents report
substantially higher dally cigarette use rates (31%) than those In communities of more than
2,500 residents (17%)/

g)AItasbka [{ls\)/ésl{on ol Publk Health. Alaska BtfuvionlKsk FtctorSm ry 1992 AnnulReport j i ju. AX: Alaska Division ¢l PuMk Health.
ctober 1994,

*JS. Cenlen toe Disease Control and PrcwnUon. Mortttty and MorUOty Wee\Vy Report \W.4JNo. SS-1.iove 10.1994.
‘Alaska Division cl Publk Htatti October 1994.
+Alaska DMston ol Publk Health. October 1994.

'Alaska DeBartment ol Health and Social Services. The SUte c/AdoksmtikiN i mAfasAa. hjneau. AK Alaska Department ct Health and Soctal
Services. kUy 1990.

"Alaska Department ol Healthand Social Servlets. May 1990.
‘Alaska Department ol HeaBh and Social ServVes. May 1990

Apfil 1995



Tobacco: Its Preualence and Impact (page 2)

SMOKELESS TQBACGQ.USE

> Among Alaskan adults, 5.4 oercent are current smokeless tobacco users.

» Men use these products at higher rates (9.0 %) than women (1.4%).®

> Alaskan adolescents, particularly males and those living in rural communities, report
high rates cf smokeless tobacco use. As with smoking, use increases with eachgrade.
Unlike smoking, more males use smokeless tobacco than females.*

« Eighteen percent of Alaskan 12th grade males and 5 percent of 1 2th grade females report using
smoki less tobacco on a dally basis.10

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

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

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

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

g\ltasg(a [iialsi)sllion ol Public Health. Aksta Bcfu-vionlRiskfitiv Sunry: 1992AnnulReport Juneau. AK: Alaska Division ol Public Health.
ctober 1994,

"Alaska Department cf Health and Social Services. May 1990.
"Alaska Department ol Health and Social Services. May 1990.
"Alaska Department ol Health and Social Services May 1990.
“Centers (or Disease Control and Prevention. 1994,

"US, Department ol Health and Human Services, Ptntrtm %,Totucco UseAmeng YoungPeople: AReportd Ifx Surgeon Ceneral Atlanta, GA:
US. Department ol Health and Human Services, Centers lor Disease Central and Prevention. 1994,

“Centers (or Disease Control and Prevention. 1994,



Tobacco: Its Prevalence and Impact (page 3)

HEALTH IMPACTS OF TOBACCO USE

> Smoking kills an estimated 419,000 Americans each year-more than alcohol, heroin,
cocaine, automobile accidents, homicides, suicides, AIDS and fires combined.1l
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> Smoking accounted for 19 percent of the deaths in Alaska in 1991, averaging one
death per day. Among Alaskans 35 years of age and older, 23 percent of deaths wete
attributed to smoking.l*

"US. Department ol Health and Hjrrun Setvues, Centers tor Otwite Control and Prevention. 1994. (1990 data)

"Alaska Otvtslon ol Public Health. ‘Bulletin: Costs of Smoking tn Alaska. 1991.* Anchorage. AX: Sectlond Tptoernlology. Bulletin No. 23,
November 3ft 1994,



Tobacco: Its Prevalence and Impact (page 4)

Tobacco use Isa major risk factor for diseases of the heart and blood vessels; chronic
bronchitis and emphysema; cancers of the lung, larynx, pharynx, oral cavity, esopha-
gus, pancreas, and bladder; and other problems such as respiratory infections and
stomach ulcers.l7

Smoking accounts for 21 percent of all coronary heart disease deaths, 87 percent of lung cancer

deaths, and 30 percent of all cancer deaths.18

Cigarette smoking during pregnancy accounts for 20 to 30 percent of low birth weight

>
babies, up to 14 percent of pre-term deliveries, and about 10 percent of all infant
deaths.l*

» The Surgeon Genera! reports that tobacco use in adolescence is associated with a

range of health-compromising behaviors, including being involved In fights, carrying
weapons, engaging in higher-risk sexual behavior, and using alcohol and other
drugs.”

Cigarettes and smokeless tobacco are generally the firstdrug used by young people In a
sequence that can Include tobacco, alcohol, marijuana, and hard drugs.ll

ENVIRONMENTAL TOBACCO SMOKE
Smoke from other people's dgarettes-known as Environmental Tobacco Smoke

>
(EfS)—has been identified as the third leading cause of preventable death in the
United States, behind active smoking and alcohol related deaths ETS causes more
than 53,000 deaths per year from heart disease and cancer.7!

»  For every eight smokers Kkilled as a result of smoking-related illnesses and disease,

one non-smoker dies from exposure to environmental tobacco smoke.7l

"Alaska Division ol Publk Health. October 1994,
"oAlaska Division of Publk Health. October 1994,
"+Alaska Division of Publk Health. October 1994,
"Centers tor Disease Control and Prevention. 1994,

""Centers tor Disease Control and Prevention. 1994.

“Clantz. SAltd parmey, W. ‘Passive SmofcInf and Mrait Disease: fptdemtology,P
1*12 as reported in CiDtomu Heorthy Odes Project Tclxm ControlIn CcliOonu C

mem of Health Services.

T\l}/stoioor and Biochemistry,*G Vaiiloa \AMiroe 89,1991,
aACuMeforMon. Sacramento, CA: Cafcfomla Depart!



Tobacco: Its Prevalence and Impact (page 5)

Environmental tobacco smoke is a cause of lung cancer in non-smokers. Italso can
precipitate or worsen the symptoms of pneumonia, asthma, bronchitis, and allergies.7

> Environmental tobacco smoke is linked to between 150,000 and 300,000 annual cases
of respiratory tract infections in children up to 18 months old.7.

> The U.S. Environmental Protection Agency has classified environmental tobacco smoke
as a Class A Carcinogen-a substance known to cause cancer in humans for which

there is no safe level of exposure.?™

ECONOMIC IMPACTS OF TOBACCO USE

Smoking costs the American public over $100 billion each year in health care costs
and lost productivity.77

> In Alaska, the estimated total cost attributed to smoking in 1991 was $127.6 million
for persons age 35 and older. Of this, $45.6 million was for direct health care costs,
equivalent to $220 per Alaskan or $941 per current smoker In this age group.7.

Vv Vv Vv

This fact shoot was produced with funding from tho Robort Wood Johnson Foundation's grant. "Trampling
Tobacco:A Winning Tobacco Control Strategy forAlaska/ For furtherinformation, contact thoAmoricon Lung
Association at 907/276-5864 or tho Alaska Dopartmont of Health and SocialServices, Health Promotion Program
at907/465-3140.

"US. Environmental Protection Agency, 1990.
*sAlaika Division of Public Health. Alaska Cancer Control Plan. Anchorage, AX: Section of fpkkirtclogy, January 1994,

?\g US. Enilgirgogmental Protection Agency. Passive Smoking of Enwonmatal Tobacco Smoke. Washington, D C: U.S. Environmental Protection
ency. 1993, .

*D US. EnVi{%%rE‘emal Protection Agency. Respiratory Health Ulects ctPanne Smoking: | ung Cancerand Other Disorders. EPV/60a&S<V/006F,
ecember 1992,

"0ftVe of Technology Assessment US. Congress. 'Smoking Retated Deaths and (Vandal Costs* November 1993,
"State of Alaska Epidemiology Bulletin ‘Costs of Smoldng in Alaska, 1991 * November 30,1994,

April 1995



C itizens To P ro tect Kids from T o b a cc o

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

Tigarette taxes. . .are the most effective way to discourage tobacco use
amongyoungpeople. .Increasing the cigarette taxcouldbe one ofthe

most importantpublic healthmeasures thiscountryhas ever taken 1 1
- former US. Surgeon General C Everett Koop

Increased tobacco taxes will save lives and protect our kids.

*The 1994 U.S. Surgeon General's report Preventing Tobacco Usc/Vnecng Young Peoplleaffirms that
increasing tobacco taxes will have a strong impart on children because they are more price sensitive
than adults. As stated in the report:l..the large amount of empirical literature [indicates that
increased] taxes on dgarettes would significantly reduce overall rates of cigarette smoking. Much of

. the impact of higher prices would come from...discouraging initiationamong young smokers.?
Research indicates that an increase'of 10 % in tobacco prices will reduce consumption by 4 % for

adults and by between 10-14% among children. %™\ o * o o
el t; Tv .-V j?; o/ F*Free [T T ess* oo
. » « . o>y A o ok

®e¢ [ncreased tobacco taxes are fair. Tobaccotaxeson be viewed as a suser |
« T_fee' to offset the enormous costs subsidized by the general public through'publidy funded health care,

payment of needlessly high health insurance premiums, and payment for higher priced good sand ".v ..

». services as a result of dii ninished worker productivity. U.S. health care expenditures caused directly V
by smoking totaled $50 billion in 1993.1.0n average, each padc of ogarettes smoked is directly
responsible for more than $3.90 in national health care costs and tost productivity.* In Alaska, the
estimated total costs attributed to smokingin 1991 was $127.6 million for persons age 35 and older.
0 f this, $45.6 million was for direct health care costs, equivalent to $220 per Alaska or $941 per

current smoker in thisage group.s -
. = JKVSS - giv.,'--. mme Cil *mmtfG 1 e f,



Nothing Kills Like Tobacco
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Tobacco kills far more Americans AW
than alcohol, car acddents, suicide, homia'de, lo o)

AIDS , heroin and cocaine combined? -«

Adults don't start smoking....kids do. The WON

average age of smoking initiation is 14.5 years

old.c About 3,000 kids start smoking each

day and of those nearly a third will die from a Injocd
tobacco related illness.;
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CIGARETTES KILL MORE AMERICANS THAN ADDS,
ALCOHOL, CAR ACCIDENTS, FERES, ILLEGAL
DRUGS, MURDERS AND SUICIDES COMBINED.
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\ Tax That's Good for YOU s, c. ceret koop

T T calth-related taxes are differ-
ent.” Thats what President
X X Clinton said when he sug-
gested a hefty cigarette tax— perhaps
i much as 52 a pack—as one of the
ays to pay for the health care reform
iat most Americans know we need,
ies right.

A cigarette tax is different because
> helps almost everyone. A substantial
igarette tax would benefit not only
he entire nation by helping to provide
norc accessible health care at a lower
:ost, but it would also benefit partic-
ular groups;
because it would help them to quit;
e.onsmokerswould benefit because the

smokers would benefit

iir they breathe would have less
armful smoke; children would benefit
‘ecause fewer kids would get hooked
m cigarettes: and—if the tax is done
eight—even tobacco farmers could
renefit. The only real losers would be
mhe tobacco industry, which has made
ts profits by lying to the American
;eople about the dangers of smoking.

But the tobacco industry lobbyists
ire pressuring the President to back
Jown, to settle for a cigarette tax as
'ow as 50 cents, and they’re linking
irms with tax opponents in Congress
to defeat this critical part of heaith
care reform. Now, more than ever,
President Clinton needs to remember

hisown words— for cigarette taxes are
di/ferait Indeed.

t tenttwor. HO. *u mrtten ctrwril trvm
1o Ifoififfc

a tax

BY c.

that's

Cigarette taxes are different
because they are the most effective
way to discourage tobacco use among
In Canada, where

raised to

young people.
cigarette taxes have been
more than 53 per pack, youth smoking
rates have dropped by 60% since 1980.

Cigarette taxes are different
because cigarettes kill more than
400,000 Americans each year, and rob
our economy of 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 S2 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

its friends in

tobacco industry and
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

good for

EVERETT koop

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 a: once planned. Most tobacco
farmers know the right and smart
thing to do is to get out of a bush.-css
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 lo
be used to help tobacco farmers
diversify. Instead of blindly opposing
the 52 cigarette tax, tobacco-state
members of Congress should be
fighting for their share of the pie to
help move their states into the
economy of the 21st century.

President Clinton says he wants
dialogue on the health care reform
package, and that should eventually
produce the plan the nation needs. But
there's already one issue on which
almost everyone agrees—a major
cigarette tax. Let's not let the tobacco
indu. ry make victims of the public
on this one. Health-related taxes arc
different: they're good foryou.O

TM* truck irpem4 «n it* P*WiAinjr/ai A;it
StpMstef 2. 1M1
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Excise Taxes and Preventing
Tobacco Use In Young People o sweaner

reexamine the
taken in the
fight against
tobacco use. We need to consider the

w ¢ need to
approaches
worldwide

evidence of our success to date, not
on the basis of justifying past action,
but with the aim of increasing our
effectiveness. We need to be reminded
that during our 25-year fight against
tobacco, world cigarette production
as doubled and per capita consump-
ecion has increased 25%.
In most parts of the world, like
my own country of Canada, the

resources committed to tobacco con-

trol are very limited. This means the
few people working to reduce tobacco
use must use the most effective tools
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.

available. It is my view

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

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

Jdie incredibly cost-effective tool of tax
olicy as central to any strategy to
"reduce tobacco use and to prevent

Vivvj Swrjrvorit Ltfit) Cm w I (orthe bon-Smecitn’
W'Hu Allocution <4Ci.Mii

young people from ever becoming
addicted in the first place.

The Economics of Tobacco Control

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

Each  of
approaches has
toward dealing with the source of the
problem. We started with the symp-
toms and moved to the cause. The

these successive
been a movement

closer we have come to the source of
the problem, thT~m~riTelfectivc the
intervention has been. As we examine
the various legislative avenues avail-
able, it is clear that some art more
effective. | believe that economics is
about the most effective tool available,
and legislative intervention in the area
of tobacco tax policy is the way to
tum this tool to our advantage.

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

It can fairly be said that the piofits
from marketing tobacco art so great
that some companies are willing to Kill

%
for them. Cigarettes are very cheap to

manufacture, they are addictive, and
virtually every national market >s
controlled by no more than
companies. The result is often little
price competition, so retail prices edge
upward, and profits skyrocket.
However, there is a flaw in mar-

three

keting a deadly~~product— builfcin
obsolescence not of the pjoducL-but.
ctitjjflniunjers. The tobacco industry

"has to recruit new consumersJo sur-

vive. The p.ofile of these new recruits
vanes from country to country but
with one universal constant: the new
users of tobacco products are over-
whelmingly young people. As a result,
avc Know that the real battle is to stop
the tobacco industry from recruiting
young people. A person who has not
become a tobacaTuser by age 20 is
likely to never become ope.

Wc also know that, despite dc ades
of health education, young people do
not grasp the magnitude of the risk
associated with
example, in Canada, despite the best
efforts of health educators, a recent
survey' found that only a small
minority could”~rccall-ihat smoking
caused hcarUdiseaie”many did not
know thaHjuiig cancer is fatal, and
few realized that the risk of heart
disease declines dramatically soon

tobacco use. For

after someone quits smoking.

Prtwnird it the 8th World Ccofamct on ToUtco
OR HtiJih. Uumoi Aitti. Ammonx Mrnh 30 Acnl

3. 1997,



But there isone piece of knowledge
we and the tobacco industry have in
common— that price is the key. If the
price of tobacco goes down, use goes
up. Iftobacco becomes less affordable,
consumption goes down.

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

We need to keep them out.

Cigarette Prices and Young P&upie

Evidence from the United States2
has suggested that.everv IPX increase
jlLihejgaU i.e” after inflation) price
oL-cigaretteS'-leads™tojoughly_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 have been successful.
We have 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 young 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 15to 19

Sourer: Suiiitics Cuudi. Labour Foru Survey, 1991: Cuudiini and Smoking: An Up&ir.
Htalih and H'tlcrr. Canada, 1991

Figure 2: Tobacco taxation in the United Stair*—?vcr*ge cigarette tav
as a % of retail price
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Figure 3: Cigarette consumption versus pack price— New Zealand, 1973-

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

measures. A 1991 studyl 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 oftax changes is immediate
and dramatic. Whereas other interven-
tions often require a great commitment
of resources, the cost of a tax inter-
vention can work out to no more than
pennies per life saved. All that is
needed is a little knowledge, some
persuasive advocacy, and persistence.

How Can Wec 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

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

One reason must be thatthe health
lobby has been so reluctant to put
tobacco tax increases at the top of its
agenda. Unlike the tobacco industry,
we have failed to realize the power
Because we are less
experienced in talking to government
finance officials than dealing with the

of economics.

health departments. Because it means
talking an unfamiliar Language to
people who may—at the start— be
unsympathetic.

Gut 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 are greatly compounded by
the impact on adult tobacco consump-
tion. An analysis of countries around
the world shows the powerful inverse
relationship between price and con-
sumption. New Zealand
example (Figure 3).

is but one

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

Anotherlesson 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 initiatives. Fewer smokers
maki. it easier to get restrictions on
workplace smoking, to get smoke-free
to get rid of
advertising. The higher taxes can also
increase a government's willingness to
implement bold marking schemes that
make smuggled tobacco easier to
identify while reducing the attractive-
ness of tobacco packaging. These
measures are part of a strategy that
reinforces the message to the next
generation, that smoking is an activity
on the way out.

Once

transportation, and

Obstacles to Action

The tobacco industry resists
tobacco tax inertues 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



*tart— or ouit— as the price rises.
tactics of the industry’
ndudc focusing attention on the

Favorite

light of local tobacco growers and
obacco factory workers. It will also
itternpt to portray the tax as unfair
o the poor, to enlist the services of
hose with strong government ties to
oppose you, or to promote the idea
.hat higher taxes will increase crime.

Fortunately, ail these tactics of the
industry have already been

rifectivdy countered in some coun-

.obacco
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 Hie

arguments the tobacco industry makes

to date.
with respect to economics can be
shown as no more credible than the
position the industry takes on health.

The major obstacle to date has
been the reluctance of health organ-
isations to move stiongly 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
"health lobby" that has been
rather absent from this field. As a

Doonesbury

is the

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

Conclusion

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

If we choose to get involved, to
change the economic
tobacco control,

landscape tn
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 price
changes among adults could lead to
an unprecedented decline in world

of these same
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tobacco sales.

A quarter of a century ago, at the
First World Conference on Smoking
and Health, 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 arc

Senator

as true today as they were when first
spoken. They arc 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. <g
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WHY DO TOBACCO TAXES MATTER?

Economic studies, many from the United States, show that price has a
powerful effect on the consumption levels of tobacco. Estimates of the
price effect vary, but, broadly speaking a 10% real (that is, inflation
adjusted) increase in price reduces aggregate per capita consumption hy
around 4%. Conversely, a decline in the real price of tobacco leads to

increased consumption.

This relationship between price and consumption can be seen in more than
academic studies. One of the best ways to illustrate it is to take the
historical oer capita consumption data presented at pageJLof The Tax
Burden on Tobacco andlhe ‘average price of apack of cigarettes from 1954
to 1994 (pages 76 to 121). Siiice the Tobacco Institute conveniently
ignores inflation, we calTTactor it into the sales price information by
using the consumer price index. The result is a graph showing almost a
mirror image hetween price and consumption, as can be seen in Figure 1.

There is also research indicating that teenagers are particularly price
sensitive, with price affE£ting_both _the-quantityj®)nsumcd_ancjjhe
decision as_to.whether to smoke at-alL Generally, each .one”percent
increase in, the,real orjcc will lead to a corresponding one percent decline
in teenacie-consumption. A survey of the research in this area led the
General Accounting Office to conclude in 1969-jhat a higher tobacco
excise tax should significantly reduce the number of teenage smokers.

0f course taxes are not the only influence on the price of tobacco. The Tax
Burden on Tobacco illustrates the role of such factors as the growth of
disccunted cigarettes from 1990 to 1994 (pages 113 to 121). The Tobacco
Institute calls these discounted cigarettes "generic brands" and does
separate calculations of state prices taking these brands into
consideration. During this time the average price of cigarettes varied
K'S'derably from the price of the non-discountcd brands.

The key thing about taxes is that they allow governments to influence the
price of tobacco products. The affordability of tobacco products affects
consumption, price affects affordability and taxes affect price.



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

Source: Statistics Canada. Labour Force Survey, 1991; Canadians and Smoking: An Update.
Health and Welfare. Canada. 1991.



The Health Effects of Cigar Smoking, Pipe Smoking and Smokeless Tobacco Use
Prepared by Catherine Schumacher, MD. MSPH and Michael G. Lander., MD, MPH

Section of Epidemiology
Alaska Division of Public Health

Hie health effects ofcigar smoking, pipe smoking and smokeless tobacco arc discussed less
frequently than the effects ofcigarette smoking, mainly because many more people smoke
cigarettes. Nonetheless, the detrimental health effects ofcigars, pipe smoking and smokeless

tobacco arc well established. Cigars, pipes and smokeless tobacco arc nicotine delivery systems

that lead to addiction. Furthermore, all deliver known carcinogens.

Cigars

e Cigarand cigarette smokers have a similarly increased risk of laryngeal and oral cancers;

e The risks of lung cancer and ofchronic obstructive lung disease arc also elevated among
cigar smokers, but not to the extent as in cigarette smokers.

e Cigarsdeliver nicotine that can be absorbed through the lining of the mouth and pharynx,
whereas cigarettes need to be inhaled to absorb the nicotine.

e Cigarsmokers vary in their smoking habits with regard to inhaling and with regard to
smoking other products. Additionally, cigars vary in their nicotine and tar amounts.
Therefore, the health effects vary depending on smoking behaviors and type of cigar.

* Nonetheless, the health risks, in particular oral and laryngeal cancers, remain significant

regardless ofinhaling.

Pipes

e Pipe smoking has declined from 14.1% olmenin 1965 to 2.0% ofmen in 1991,
Pipe smokers have increased risks ofchronic obstructive lung disease, oral cancer, laryngeal

cancer, esophageal cancer, and lung cancer,
e Risks arc somewhat lower than those for cigarette smoking, ranging from 50-250% greater

than those for non-smokers;
e An estimated 1,095 deaths were attributable to pipe smoking in the US in 1991; the relatively

low number ofdeaths as compared to cigarette smoking-related deaths (over 400,000) is not

because pipe smoking is safe, but because so few people smoke only pipes.

Smokeless Tobacco

e« Smokeless tobacco, especially moist snuff, contains high levels of potent carcinogens,
including polynuclcar aromatic hydrocarbons, radiation emitting polonium and a variety of
hitrosomines;

e Smokeless tobacco is strongly associntcd with oral cancers;

« Smokeless tobacco is also associated with other cancers;

e About 1/3 ofregular users develop leukoplakia, a white wrinkled patch on the gums and

inside of the mouth, which is a prcmalignant condition;

THE HEALTH EFFECTS OF CIGAR SMOKING. |P!PE SMOKING & SMOKELESS TOBACCO USE



* Smokeless tobacco also causes other conditions afiecting the mouth and gums;
 Smokeless tobacco causes elevations in blood pressure and may be related to coronary heart

disease;
In Alaska rural communities, smokeless tobacco use is not uncommon among five-year-olds

(17% ofgirls and 10% of boys); nationally, the average age to start smokeless tobaccco use is

12 years.

Summary

e Pipes, cigars and smokeless tobacco do not represent safe alternatives to cigarettes;

. Increasing the price of one type of nicotine delivery system, but not others, may lead to

people merely switching to another system;
Pipe and cigar smoking are notcommon now however, a decade ago, smokeless tobacco use

was rare. The tobacco industry has shown that it can successfully market smokeless tobacco

to youth.
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e« Smokeless tobacco also causes other conditions affecting the mouth and gums;

e« Smokeless tobacco causes elevations in blood pressure and may be related to coronary heart

disease;
In Alaska rural communities, smokeless tobacco use is notuncommon among five-year-olds

(17% ofgirls and 10% ofboys); nationally, the average age to start smokeless tobaccco use is

12 years.

Summaa

e Pipes, cigars and smokeless tobacco do not represent safe alternatives to cigarettes;

* Increasing the price of one type of nicotine delivery system, but not others, may lead to

people merely switching to another system;
Pipe and cigar smoking arc not common now however, a decade ago, smokeless tobacco use

was rare. The tobacco industry has shown that it can successfully market smokeless tobacco

to youth.
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Smoking Related Mortality in Alaska: 1992-94

m CiuarcltcJmiQkiiic in.Alaska

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

Table .Smoking Prevalence among Adult Alaskans by
Race and Sex

Alaska Native' AMaccs'
Men 46.5% 28.1%
Women 39.3% 25.0%

Figure 1L Smoking Prevalence in Alaska2

AtalthaurctIJbg -AJiokinp.

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

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

Toble 2. Total Number of Death* and Estimated SmokJng
Related Deathi In Alaska 1992-94

Smokin Percent

Tout / of Relate Smokin

Cause of Death Deaths* Deatiril Relate
Cardrovascular 2,010 3)3 26.3%
Cancel 1635 346 33.0%
Resp |rato 503 260 3L.7%
Ptrrnrtrlr(y 12 moi) 204 u 6.9%
Tol»! 7.139 1,416 19.1%

bmoUiirRelated Mortality Amunt Men and Women In Alaska
Of the 1.402 deadis among adults attributable to smoking, 912
were men. and 490 were women. Historically, men have been
smokrn% longer than women and many smoklnE deaths are
caused ylon% term ute of cigarettet. Because smoking rates arc
now similar for men and women, women may have higher
smoking attributable mortality i the future.

DcnHis to Alaska Natives from Smokrng[

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

Comparison to Other Important Causes of Death
The graph below shows how smoking compares to other
preventable causes of deathjn Alaskal.

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

Tobacco is considered the leading preventable cause of death in
the United States'. The makorrty of smokers began smoking
before 18 years of age*. Inthe U.S., by the 1980's, almost no
regular smoking began after the age of 18" Therefore efforts to
decrease tobacco use in the U.S. arc being directed towards
school-age. children and adolescents, Including limiting
advertising and access to cigarettesl).  Additional tobacco
cessation efforts include developing and enacting strong policies
for clean indoor air, increasing excise taxes and increasing
educational efforts.
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COSTS

*t is csiimnled that each day 1,100 Amcricnas will die
0 mu tnlincco ikc; 3,000 children will smoke their first
«igiircttc. In all, 419,000 smokers died nnd 1.5 million
Miuikcrs (juit in 1990. They arc replaced by new
eemilkers. 90% of whom start to smoke before ape 18.

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

To estimate the impact of cigarette smoking in Alaska in

1991, wc wused the Smoking-Attributable M ortality.

Morbidity, and Economic Cost (SAMMEC) software2

distributed by the Centers for Disease Control and

Prevention, and data from:

« the 1991 Behavioral Risk Factor Surveillance Survey

lih-carc expenditure data (from the Office on

coking and Health, CDC)

e population estimates by age and sex (Alaska Dept, uf
Labor) and,

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

RESULTS:

Smoking Attributable Mortality — 19% of the 2,07/*
Alnsknn deaths in 1991 were smoking related. The
projvortion of all deaths attributable to smoking was higher
for males (20%) than for females (16%). For males 40%
of the smoking attributable deaths were due to
cardiovascular diseases and 37% to neoplasms, whereas for
females. 27% of smoking attributable deaths were due to
cardiovascular diseases and 42% to neoplasms (Figure 1).
Among Alaskans 2:35 years of ngc, 23% of deaths
(372/1643) were attributed to cigarette smoking.

rkgutp t r.mok.Yj AitiibucAU*a MortaMy by tXngnMK Cotnflwy
1:And Gtndrt «AUW.v uwt
o

Smoking Attributable Years of [I’otcotinl Ufe Lost
(VI'’LL) - YPLL are the number of years tint the person
died prior to their 65th birthday. An nvcrngc of 4.5 yean
nf life were Just fur rnch pmon 35 lo 65 who died from
n smoking related death in 1991.

Smoking Attributable Direct Costs - Direct hcalth-carc
m m are the costs for the prevention, detection and
" " pentofsmoking-related diseases at well as the cost for
ei.-.-"illiating smokers suffering from smoking related
ilinesses. Losu of hoipiullunon, physicians' services,
medications, nursing home carc, and other professional
services are Included. The wllmoted total for direct casts
In 1991 was *45.6 million for persons *35 years of ngc.
Tills is equivalent to S220 per Alaskan 1*35 years of age
nr $941 prr current smoker *35 years of age.
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IN ALASKA, 1991

Smoking Attributable Indirect Mortality Costs - These
costs arc calculated as the wages and salaries forfeited by
persons who die prematurely trom smoking-rclatcd causes.
An cstimntcd $67.9 million was lost due lo the indirect
costs caused by smoking deaths.

Smoking Attributable Indirect Morbidity Costs - These
costs include lost earnings and productivity for persons
disabled by smoking-rclatcd chronic diseases. The
cstimntcd cost f«fr*lhdirect morbidity due to smoking
was $14.1 million.

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

DISCUSSION:

Smoking causes substantial mortality, morbidity and
economic costs in Alaska. Total estimated smokine
attributable costs have increased by 53% since 1989.
These estimates arc conservative since 1989 U.S. Labor
Force and earnings data were used to calculate economic
cosls, which arc lower than Alaska annual mean earnings.
If Alaska specific licaltb-carc costs4 arc used (instead of
0SH hcalih-carc national estimates), total costs arc greater
* $134 million.

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

To reduce the iidvc-sc hr. 'if* impncls of tobacco use,
continued progress must lie mndc in reducing tobacco
use, cspccinlly smoking.

Vigorous efforts arc needed to prevent the initiation of

smoking, encourage smoking cessation nt any age, and

protect nonsmokcrs from die adverse effects of

environmental tobacco smoke. Because many factors affect

smoking initiation and cessation, multiple approaches arc

necessary including:

e increasing educational efforts

e reducing minors' access to tobacco p.oducts

e increasing tobacco excise taxes

e implementing more extensive and inlcuxivc counseling
by ticalih-carc providers on smoking prevention and
cessation

e developing and enacting strong policies and la..s for
dean mdoor air

e eliminating advertising, especially advertising targeted
toward persoas less than 18 years of age.
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Tobacco Usage

1 T o b acco u sage 1Is the num ber onwe cau se
of preventable death a n d d isease in the

u S, accoumnting for m ore than 419,000

d eath s e ach y e ar .

1 2 3 % of death s of A laskans 35 years of

age or older in 1991 w ere attribu¢table

to sm o k in g
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Health Impactof Smoking

Cigarette
Smoking 418,690
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Health ImpactofSmoking

Number of Deaths in Alaska
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Youth Tobacco Usage

1 8 3 % of adwult sm o kers report that th ey

started sm o k in g b efore th e age o f 2 0.
1 21 % of A lask an h ig h sch ool students

reported th ey reguwularly sm o ked in th e

la st m o n th

1 2 5 % of A laskan m idd e sch ool studwents

rep orted sm o kin g at least onwe cigarette

i n th e la st m o n th
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Youth Tobacco Vendors Survey

n 6 4 % of A laska tobacco m erchants
com p lied w ith to b acco restriction law s
in 1996

1t T he federal governm ent m andates an
8 0 % com pliance rate by the year 2000

under the Synar A m endm ent.

1 T obacco vendors refused to sell to 1 4 -1
year olds 71% of th e tim e, w h ile 16 -17
year olds w ere refused 58 % of th e tim e
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Alaska Native Tobacco Use

tmmmmpmmmmmmmmmBmmmmmmmamammMmmmmmmMammmmmmmmKmmmmmmmmm

1 T oday A laska N atives h ave som e o0
h igh est rates of tobacco u se in th e

w orld, 47 % for m en a n d 39 % for

1 A laska N atives accoumnt for 2 3 % o f

sm o k in g related d eath s w h ile th ey

accoumnt for 17 % of th e state 's

p o p ulation
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Alaska Native Tobacco Use

a A la sk a N atives h ave the highest can-ce
m o rtality rate of any I n dian H e alth

S ervice A re a

1t T he lung canvcer death rate am on g A K
N ative w o m en is th ree tim e s th e
n ational averawge

1 T o b acco use am ong A laska native

y o u tn is h igher that n on - -native youth
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Alaska Native Tobacco Use

Tobacco Use Among High School Students
Alaska and US

1995
Smokeless |
23%
Tobacco
Frequent Smokers —>m  —44% LS
Current Smokers | a 62% QAl IT(IaIive
Ever tried n—m 9100
Cigarettes

0% 20% 40% 60% 80% 100%
PERCENT
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Alaska Native Tobacco Use

1 41 % of A laska N ative b oys and 32 %
A |l a sk a N ative girls w ere u sing

sm o k eless tobacco w eek ly.

fi A m on g the b oys, 45% started u sin g

tobacco before the age of 8.
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Health Related Costs of Smoking,
A Drain on the Economy

B Total direct medical costs for smoking
related illnesses for Alaskans aged 35 years or
older in 1993 was $96.5 million.

B $23 million of the direct medical care costs
for smoking related ililness was paid by
Medicaid in Alaska.

B Meanwhile, the state collected only $15.6

m illion In cigarette tax revenues in 1993
(excludes taxes on smokeless tobacco).

artment of liealth & Social Services



Alaska Tobacco Tax History

m [ he state of Alaska has taxed tobacco since territorial
days, when a5 cents per Rack tax was levied on
cigarettes to help fund school construction.

mThe current tax level of 29 cents per pack has been In
nlace since 1989,

m|n 1939 Alaska ranked 17th among the 50 states and
) s_trcljct of Columbia on the amount of tobacco tax
evied.

mCurrently Alaska Is ranked 28th among the states on
tobacco faxes levied.
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Tobacco Taxes

IN the US
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Tobacco Taxation in the US

Average Cigarette Tax as a Percentage

PERCENT
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Im pactofTobacco Taxes

B For every 10% increase In tobacco prices,
youth tobacco consumption w ill fall by at

least 10%.

B For every 10% increase in tobacco prices,
general consumption will fall by 4%.

B At current teen smoking rates, approxi-
mately 18,000 of Alaskans currently under

the age of 18 will die prematurely of a
tobacco related iliness.
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Im pactofTobacco Taxes

1 A $1 .00 per pack tax inocrease w owuld

reduce youth sm o kin g in A laska by an

e stim ated 32 %

m T he tobacco tax w o uld p revent 5,700
p rem ature deaths am ong A laskans

currently under the age of 18.
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Tobacco Tax Rate Comparison
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The Time Is Right

B The groundwork is In place.

B There is broad public support. 75% of
Alaskans surveyed support the $1.00 per

pack tax.

B This included: 75% of "conservatives", 75%
of "moderates”, 73% of "liberals" and
55% of smokers.
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Community Support

B The tax Is also supported by: C. Everett Koop,

MD., former Surgeon General, 280
iIndividuals and over 50 organizations that
make up the Alaska Tobacco Control

Alliance including: the Alaska Native Health

Board, the American Cancer Society, and the
American Heart Association.
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RESOLUTION

WHEREAS, tobacco use is widely recognized as the leading cause of preventable death in
Alaska and responsible for approximately 1 in 5 deaths in the Unitea States; and

WHEREAS, in the U.S. alone, itis estimated that more than 400,000 deaths each year are
attributable to tobacco use and in Alaska it is estimated that smoking is responsible for

approximately 470 deaths per year; and

WHEREAS, the 1995 Youth Risk Behavior Survey (YRBS) determined that Alaska high
school students have smoking rates higher than the national average; and

WHEREAS, nearly all new smokers start before the age of 19, with an average age of 14.5
years old; and

WHEREAS, despite enormous effort, experience has shown that education and enforcement
efforts alone have not succeeded in preventing an increase in the number of new teen

smokers; and

WHEREAS, the Jan/Feb/Mar 1996 edition of Alaska Medicine, the official journal ol the
Alaska State Medical Association, was devoted to 'Tobacco: Alaska's Most Preventabhle

Health Problem™: and

WHEREAS, as reported in that journal, a proven way to decrease adolescent use of tobacco
products is raising the cost of tobacco through increased excise taxes; and

WHEREAS, the American Medical Association (AMA) has recognized and supported
increased taxes as an effective means of preventing new teenagers from becoming addicted
to tobacco: and

WHEREAS, experience in Canada and various states in the U.S. has demonstrated the
effectiveness of increased taxes as a deterrent to teen smoking; and

WHEREAS, opinion surveys in Alaska have repeatedly shown that the general public
strongly supports increased tobacco taxes, including a substantial portion of smokers; and

WHEREAS, former Surgeon General C. Everett Koop has specifically recognized and
endorsed the effort of Alaskans to enact a $1 per pack tax increase stating that “Alaska is in a
position to lead the nation on this critical health issue [and could] set an example that could
ultimately save millions of lives nationwide."

THEREFORE BE IT RESOLVED, that the Alaska State Medical Association reaffirm its
support for a $1 per pack state tobacco tax increase as an essential means to deter new
young smokers from becoming addicted to tobacco products; and

BE IT FURTHER RESOLVED, that the Alaska State Medical Association encourage ils
members and all health care professionals to actively support this effort.
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February 12, 1997

Representative Con Bundo
State Capitol
Juneau, AJC 99801-1182

Subject: Support for JIB 1-Tobacco Tax

Dear Representative Bunde,

The Alaska Chapter of the National Federation of Independent Business has 4,400
members, making it the Iar?est sraall business advocacy group in the state  The typical

NFIB/Aloska member emplinys five workers and rings up gross safes nfnhnut *181,000
per year In total, the organizations members employ more titan 43,000 workers.

Each year the NFIB polls its diverse membership on a variety of issues. The federation
uses the poll results to form its legislative agenda. The 1997 survey included a question

regarding an increase in tobacco taxes The members responded 2 lo lin favor of
increasing the tax. Following are the exact results

Would you support an increase in the tobacco tax'r

62 7% YES 35.8% NO 1.5% Undecided
Attached to this letter is a copy of the full survey results. You will notice that the
organization is strongly opposed to imposition of income taxes Historically, the
organization has been opposed to increased taxes ofall kinds The case for an increased
tobacco tax is dearly an exception

Please include NFIB/Alaska on your list of supporters of House Bill 1

Sinceidy,

Thycs Shaub
NFIB/Alaska Lobbyist
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