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Senator Nething opened the hearing on SB2024,
mgggi_'ﬁsm_mgn: Asked permission to make some introductions prior to hearing the bill,

Permission granted by Senator Nething,

Senator Bowman introduced Jim Olderman and his twin sons (sons serving as pages; and are
outstanding athletes and scholars at Bowman High School).

A nice round of applause was given to the three visitors,

Jennifer Clark, Analyst with Legislative Council presented information on the proposed Act.
She setved as the Legislative Council Staff for the Interim Advisory Commission on

Intergovernmental Relations; of which Senator Lindaas serves as chair. This bill incorporated

the changes proposed in SB2028 and SB2029.

Senator Nething: Meaning, what ever we hear now will all be related to SB2028 and SB2029?
Jennifer Clark: Yes.
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The Interim Committee wasn't assigned a specific study, but by statutory rights, they can review

anything that had relationship to the commission. The uniqueness here on SB2024 is on page |,

lines 21- 23; where the new language addresses the Community Health Trust fund. Dollars may
be distributed to cities and counties on a dollar-for-dollar match; using the dollars to educate
employees in the area of tobacco education and cessation programs.

Senator Nething: Page 2, lines 9-11?

Jennifer Clark: These lines were plagiarized from SB2029,

Back to SB2028, page 1, lines 17-19; requesting moneys deposited in the fund along with all the
interest earned on the moneys. Incorporated $B2029, lines 9-11 and again bottom of community
health trust. Language found on lines 27-29 are strictly housckeeping items. Page 3, lines 1-2

mirrors line above.

Senator Nething: Different section of law (SB2029 also)?
Jennifer Clark: Yes.

Jennifer Clark asked that Joe Morrissette, Legislative Council Analyst, be allowed to address the
fiscal note on SB2024. Request granted by Senator Nething,

Joe Morrissette: Explained that the fiscal note dated 12/19/00 (front page has date of 12/14/00)
and the one dated 12/19/00 (front page has date of 1/02/01) could be discarded. The fiscal note
dated 1/17 (front and back pages) is the correct one. He went through the document -- reflects
SB2028 ahd SB2029; this bill has a decrease in general funds, increase in others, Amounts relate
to the tobacco settlement. Estimated 510 thousand here in SB2024; 10% of settlement; leaving 5
million balance this biennium; at 4.5 % interest, This is not a part of the general fund forecast,

SB2029 has general fund 2.3 million impact sitice then water commission -- now estimated at

900 thousand to be used.
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Senator Nething: 1.4 million, bottom line? General fund reduced?

Joe Morrissette: Yes.
Senator Holmberg: Why three bills?

Jennifer Clark: Because they came out of two interim committees; one from the Advisory

Commission and two from Budget Committee on Health Care.

Senator Grindberg: Was the Advisory Commission given direction to review this? Are they
privy to looking?

Jennifer Clark: Statutory allows them to review any appropriation to city or county; the statue
authority is broad.

Robert A, Bamnett, Interim State Health Office of the North Dakota Department of Health,
testified on SB2024 ( a copy of his testimony is attached), giving much the same information that
Jennifer Clark had given earlier.

Senator Nething: The last paragraph of this bill, page 1, lines 21-23 -- language not necessary?

Already have authority?

A Robert A, Barnett: 3 lines above it - as appropriated ....basically says the same thing,

Senator Bowman: Wasn’t in the department’s budget?

Robert A, Barnett: No, the fund was set up last session -- in the next biennium we will be using
5 million of this fund for SB2004, no interest income, receiving tobacco funds,

Senator Andrist: Effect of this bill: doesn’t effect the § million -~ keeping community health

trust healthy -- no spending authority?

Robert A, Barmpett: Yes, dedicated funds,
Robert Fiarsong. Minot City Director testified in support of SB2024, especially page 1, lines

21-23 . In part due to increased health care costs -- in Januaty '99 Minot created a self-funding
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health group. Our Human Resources division helped us provide tobacco counseling and
education for employees who wished to stop smoking, We had 15-20 volunteers enroll in the
program; 2 were successtul. The city paid for the counseling, the individuals had to pay for the
z-band, medicines themselves, We are willing to b e a participant -- match dollar for dollar. Feel
that if we paid for the counseling at:d all medicines, the program could be successful.

Senator Solberg: Why mote successful when company fund/with matching dollars pays in full,
versus when individual pays their own expenses?

Robert A, Bamnett: Like to pay for z-band, patches etc. Our self funded health plan paid only for

the counseling, at a cost of $600 per employee.

Senator Nething: Counseling costs?
Robert A. Barnett: $30 per employee per session, Course consisted of 3 sessions, $90 total for

each employee.
Don Flynn, Vice Chairman of the Southwest Water Authority, Scranton, ND testified against
SB2024 ( a copy of his written testimony is attached).

Senator Schobinger; your concern is interest earned on outside support?

Don Flynn: Yes, interest is part of the money we'll need to finalize many projects, including one
with a projected completion date of 2007,

Michael Dwyer, lobbyist #82: North Dakota Water Users Association, and the North Dakota
Water Resource Districts Association testified in opposition of the water part of the bill. Interest
from special funds should stay there. He distributed an information sheet “The North Dakota
Water Coalition’s Focus on North Dakota’ Critical Water Needs: 2001-2003 ( A copy is

attached). Requested that the interest remain in the fund,
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Senator Bowman: When you speak of health problems -- smoking and bad water both bad for
our health -- with the two entities of health concerns, how do we balance?

Michael Dwyer: Water plays in several areas -- health requires quality water. There is a serious
need for quality water, ED&F is a critical player in clean water,

Senator Andrist: This isn’t taking your money? Interest goes to the general fund, you’re not
getting the interest?

Michael Dwyei: HB1151 does take the interest and keeps it there. The tobacco fund -- then
allocates out -- didn’t address interest, indicated 3 separate funds, to general funds -- same on
$B2029.

Dave Koland, Director of Water Resource Board, testified against SB2024, Oppose taking the
interest dollars out of water. Newest EPA ratings on arsenic (now 50 per million) will be 10,
This would move 43 water systems in the state out of compliance. 40 would need new treatment
plants at a cost of 1 - 1.5 million dollars. There could be a serious infrastructure in the area of
delivering safe water. Approval of this bill would be setting a dangerous precedent.

Senator Heitkamp: If the Dakota Water Resource Act passcs -- will this be a wind fall to ND -- a
good match required.

Dave Koland: 1) it does require 25% match, local funds and 35% match state funds, 200 million
to address needs -- no appropriation, go back each year for appropriation, no carty over.

Senator Heitkamp: EPA requirement to 10 -- what estimate do you have to mend the ND

facilities'

David Koland: 40 million to address.
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Ken Rorse, State Water Resource Board, from Bismarck testified against SB2024. It reduces
interest; the water coalitlon has goals (as Mike Dwyer indicated earlier) yet to be met; this would
weaken funds; weaken us in addressing the problems,

Jane Herman, American Heart Association, testified in a neutral position ( a copy of her
testimony is attached),

Senator Schobinger: On the second page -- recent studies using consumption or quantity sold?
Jane Herman: Not positive, but believe it is by quantity sold,

Bruce Levi, North Dakota Medical Association, presented ncutral testimony ( a copy of his
testimony is attached).

Hearing closed by Senator Nething -- no one else requested time to tescify, for or against

SB2024,
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Senator Andrist, Health Department Subcommittee Chair, spoke regarding SB2024, SB2028, and
SB2029, The subcommittee felt the money best left in the general fund; moneys can be
transferred from the general fund into the trust funds -- not the reversal.

Senator Andrist moved a DO NOT PASS; seconded by Senator Grindberg,

Discussion: Senator Tallackson: How much money is involved?

Senator Andrist: Not 5 million in fund; can’t earn that much in 2 years.

Jim Smith, Legislative Council Analyst: 500 thousand here, rest in water trust.

Senator Andrist: Moneys out of general fund into trust funds -- wouldn’t be able to transfer back
---best to keep dollars in the general fund.

Senator Robinson: Both governor’s budgets recommended this, as the committee decided.
Senator Lindaas: Not into the individual funds?

Senator Andrist: Yes.
Senator Andrist moved a DO NOT PASS; seconded by Senator Grindberg. Roll Call Votes: 1 1

yes, 1 no, 2 absent and not voting. Motion carried. Senator Robinson accepted the floor

assignment,




FISCAL NOTE
Requested by Legisiative Councll

01/17/2001

REVISION
Bil/Resolution No.: SB 2024

Amendment to:

1A. “State fisosl effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations
compared to funding levels and appropriations anticipated under current law.

1695-2607 Blennlum "20017-2003 Blennium "2003-2008 Blennium ™~ |

r eneral Fund| Other Funds |General Fund| Other Funds |General Fund| Other Funds
Revenues ($1,410,000) $1,410,0000  ($1.410,000) $1,410,000
"Expenditures
Appropriations
1B. County, city, and school distriot fisoal effect: /dent/fy the fiscal effect on the appropriate political
subdivision.

1899-2601 Blennium 2007-2003 Biennium 2003-2608 Blennium

“School “School School
Counties Cities Distriots Counties Cities Districts Counties Cities Distriots

2. Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments

. relevant to your analysis.

This bill allows the interest earned from the community health trust fund and the water development trust
fund to be deposited into the community health trust fund. The interest currently is being deposited into the
general fund, According to the budget committee on health care, it is estimated that based on a 4.9 percent
interest rate, the July 1, 2001 balance of $5.2 million in the community health trust fund will generate
$510,000 of interest income per biennium and will remain in the fund. It is estimated that based on a 4.9
percent interest rate, the July 1, 2001 balance of $3 to $5 million in the water development trust fund will
generate $900,000 of interest income per biennium and will be transferred from the water development trust
fund to the community health trust fund, for a total $1.41 million of interest income per biennium,

3. State fiscal effect detal: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detaill, when appropriate, for each revenue type
and fund affected and any amounts included in the executive budget.

The amount is based on an interest rate of 4.9 percent on funds in the community health trust fund and the
water development trust fund. It would reduce the general fund income by $1.41 million and increase
moneys in the community health trust fund by $1.41 million.

! B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each
b agency, line item, and fund affected and the number of FTE positions affected.




on the blennial sppropriation for each agency and fund effected and any amounts included in the
executive budget. Indicate the relationship between the amounts shown for expenditures and

appropristions,

. C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect

m ~ Robert A, Barnett genoy: Health
Number: 328-2302 ate Prepared: 01/17/2001




FISCAL NOTE
Requested by Legislative CouncH
01/02/2001

REVISION
Bill/Resolution No.: SB 2024

Amendment (o

1A. State fisc effect: /dentity the state fiscal affect and the fiscal effect on agency appropriations
compared to funding levels and appropriations anticipated under current law.

1999-2007 Blennium 2007-20603 Biennium 2003-2008 Biennium
General Fund| Other Funds qurul Fund[Other Funds [General Fund [ Other Funds
($2,610,000) $2,810, ($2,810,000) $2,810,004

Revenues
Expenditures
Appropriations

1B. County, city, and school distriot fiscal effect: /dentify the fiscal effect on the appropriate politicul
subdivision.

1999-20601 Blennium 2001-2003 Blennium 2003-2008 Biennium
School School "School

Counties Cities Districts Counties Citles Districts Counties Cities Districts

2. Nanative: /dentify the aspects of the measure which cause fiscal iImpact and Include any comments
relevant to your analysis.

This bill allows the interest earned from the community health trust fund and the water
development trust fund to be deposited into the community health trust fund. The interest
currently is being deposited into the general fund. According to the budget committee on
health care, it is estimated that based on a 4.9 percent interest rate, the July 1, 2001 balance
of $5.2 million in the community health trust fund will generate $510,000 of interest income
per biennium and will remain in the fund. It is estimated that based on a 4.9 percent interest
rate, the July 1, 2001 balance of $23.5 million in the water development trust fund will
generate $2.3 million of interest income per biennium and will be transferred from the water
development trust fund to the community health trust fund, for a total $2.81 million of

interest income per biennium.
3. State fiscal effect detell: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detall, when agpropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

The amount is based on an interest rate of 4.9 percent on funds in the community health trust




fund and the water development trust fund. It would reduce the gencral fund income by
$2.81 million and increase moneys in the community health trust fund by $2.81 million,

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency,
line item, and fund affected and the number of FTE positions affected.

C. Appropristions: £xplain the appropriation amounts. Provide detall, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations,

e Number: 328-2302

gm: Robert A. Barnett Egcnoy: Health

ate Prepared: 12/19/2000




FISCAL NOTE

Requested by Legislative Council
12/14/2000

Bil/Resolution No.: SB 2024

Amendment to:

1A. State fiscal effect: /dentify the state liscal effect and the fiscal elfect on agency appropriations compared

to funding levels and appropriations anticipated under current law. _
1989-20607 Blennium 2001-2003 Blennium '2003-2008 Biennium

enersl Fund| Other Funds [General Fund | Other Funds [General Fund| Other Funds
Revenues $1,321,000 ($1,321,000) $1,321, (81,321,000 $1,321,00

Expenditures
Appropriations

1B. County, city, and school distriot fiscal effeot: /dentify the fiscal etfect on the appropriate political

subdiviston,

19852001 Blennium ~20607-2003 Biennium 2003-2006 Blennium
“School School School
Counties Cities Districts | Counties Cities Distriots |{ Counties Citles Districts

your analysis,

i. Neatvative: /dentify the aspects of the measure which cause fiscal impact and Include any comments relevant

This bill allows the interest earned from the community health trust fund and the water development
trust fund to be deposited into the community health trust fund. The interest currently is being
deposited into the general fund. It is estimated that based on a 4.9 percent interest rate that $240,000 of
interest income would remain in the community health trust fund and $1,081,000 would be transferred
from the water development trust fund to the community health trust fund, for a total $1,321,000 per

biennium,
3. State fiscal effect detell: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included in the executfve budget.

The amount is based on an interest rate of 4.9 percent on funds in the community health trust fund and
the water development trust fund. It would reduce the general fund income by $1,321,000 and increase

‘moneys in the community health trust fund by $1,321,000,

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.




C. Appronriations: Explain the appropristion amounts. Provide detall, when appropriste, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

m: Robert A. Bamett genoy! Health
" 328-2362 ate Prepared: 12/19/2000
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2001 SENATE STANDING COMMITTEE ROLL CALL VOTES
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E Conference Committee
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Action Taken

Motion Made %
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Dave Nething, Chairman
Ken Solberg, Vice-Chairman
Randy A. Schobinger
Elroy N. Lindaas
Harvey Tallackson

J, Robinson
Steven W, Tomao
Joel C. Heitkam
Tony Grindberg
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Ed Kringstad
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Bill Bowman
John M. Andrist
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Eleventh order or the calendar
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Senate Bill 2024
Senate Appropriations Committes
Wednesday, January 17, 2001
2:30 P.M,

Mr. Chalrman, members of the committee. My name is Robert A. Barnett and |
am the interim State Health Officer of the North Dakota Department of Health. |
am here today to provide testimony on Senate Bill 2024,

This bill provides that the interest income earned from the community health trust
fund and the interest earned from the water development trust fund be deposited
in the community health trust fund. The Interest Is currently being deposited into
the general fund. According to the budget committee on health care, it is
estimated that based on a 4.9 percent interest rate, the July 1, 2001 balance of
$5.2 million in the community health trust fund wili generate $610,000 of interest
income per biennium. Based on information received from the State Water
Commission, It is estimated that $800,000 in interest will be generated in the
water development trust fund for the 2002-2003 biennium. If this bil! is passed
the total interest earnings, estimated at $1.41 million for the 2001-2003 bienniun,
in these two funds will be deposited in the community health trust fund and the
current earnings to the general fund revenue will be reduced. These interest
earnings assume that the July 1, 2001 fund balance in the community health trust
fund would remain the same during the 2001-2003 biennium and that any
transfers made out of this fund during the 2001-2003 biennium would not exceed
settlement monies paid into the fund during the 2001-2003 biennium. It aiso
assumes that the water development trust fund would be drawn down to an
average fund balance in the $3 to $6 million range,

This bill also provides that the state department of health may use monies
deposited in the community heaith trust for distribution to cities and counties on a
dollar-for-dollar matching basis for city and county employee tobacco education
and cessation programs. Wae are of the opinion that this language may not be
necessary since current statute states that monies in the community heaith trust
fund may be appropriated for community-based public health programs and other
public health programs, including programs with emphasis on preventing or
reducing tobacco usage in this state. We would not be opposed to the addition
of such language if that was the committee’s wishes,

At this time | will attempt to answer any specific questions you may have
conceming this bill.

Thank you.
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Chairman Nething, members of the Committee,

Good afternoon. 1 am Don Flynn from Scranton, North Dakota. Scranton

signed contract number one with the State Water Commission March 15,

1983 and we still do not have water.

I am the Vice-Chairman of the Southwest Water Authority. 1 come today to
speakéh AGAINST Senate Bill 2024. This bill would take the interest earned
on monies in the Water Development Trust Fund and transfer that interest to
the Health Trust Fund.

The State Budget, as currently presented, will take the Water Commission
budget of approximately $10.1 million from the Water Development Trust
Fund. This $10.1 million, along with the transfer of interest requested in
SB2024 will in fact reduce the amount of funding available for statewide
water development projects.

At three percent inflation, an engineer’s estimate is that it will cost an
additional $15 million to complete construction on the Southwest Pipeline
Project than it would if the project were completed this year. Most water

development projects are built over a period of years. The costs will increase




-

and the interest earned on the Water Development Trust Fund will be needed

to keep pace with the increased costs.

This committee will make many difficult decisions during this session. We
simplp ask that you keep these arguments in mind as you make those difficult
decisions,

Thank you.
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SB 2024 Testimony
June Herman, American Heart Association

I am testifying today in a neutral position on this bill. We appreciate the much-needed
additional funding support for public health, yet express concern regarding potential public
reaction to a perception that affordable cessation support is available only to government
employees. We also wish to share both potential cost savings to the state, and mention non-

state revenue that the state has foregone.

North Dakota unfortunately has the distinction of having the third highest youth use rate in the
nation, When 90% of smokers start before age 18, these rates are alarming. The cost to treat
the health problems caused by this leading preventable risk factor will continue to escalate, and
increase the tax burden for North Dakotans - currently estimated at almost $300 per household

per year,

Prevention experts have identified three proven methods that have significantly reduced

consumption rates:

o Media: Kids are three times more sensitive to tobacco advertising than adults, and are more

likely to be influenced to smoke by cigarette marketing than by peer pressure. 1/3 of
underage experimentation with smoking is attributable to tobacco company advertising.

Product cost: A cigarette excise tax increase, irregardless of how the income is spent
Social Influences: Providing broad based cessation encouragement and cessation drug

support is a step
Other states are funding tobacco prevention efforts, and reporting significant decreases:

Massachusetts: 33% reduction. Youth rates decreased from 48% to 8%.
California: Decreased by two times the national average.

Oregon: 11% in two years
Florida: smoking among middle school children has declined from 18.5 percent to 8.6

percent, and high school smoker fell from 27.4% to 20.9%.
In North Dakota: with no comprehensive plan, youth smoking rose from 39.6% to 40.6%. It
may be informative for the state to have an economic study of both the anticipated cost over the
remaining 23 years of the tobacco settlement payments at our current youth use rates, vs.
applying the cost of intervention and using a conservative estimate of reduction base on the

experiences of some of the other states,




In the past two years, North Dakota has also lost out on the opportunity for millions of dollars in
non-state funds to augment any state resources to address tobacco problems.

¢ Robert Wood Johnson grant (withdrawal of state health department support for the grant)

¢ American Legacy Foundation: (no demonstrated state expenditures for tobacco prevention)
e Center of Disease Control and Prevention: Cardiovascular disease grant application

discontinued,

Last session, you encouraged a comprehensive solution to the state’s water problems,
envisioning both the human and financial costs and lost opportunities by not acting. Your same
efforts can yield additional results for the state on reducing the treatment and emergency
medical costs related to this state’s leading preventable risk factor. Payments to the health trust
funds during the past biennium and this biennium, plus directing the interest on the trust funds
established last session, provides the opportunity to explore appropriations to address this

problem,

I offer this same testimony for your consideration in regard to SB 2028 and SB 2029 which you
will hear later today, and SB 2023 which is scheduled for tomorrow morning,




RAISING STATE TOBACCO TAXES ALWAYS REDUCES TOBACCO USE
(AND ALLWAYS INCREASES STATE REVENUES)

For over 15 years, economic research studies have consistently documented the fact that
cigarette price increases reduce smoking, especially among kids. These studies currently
conclude that every 10 percent increase in the real price of cigarettes will reduce the total
amount of adult smoking by about four percent and reduce teen smoking by roughly seven
percent.’ Over the past decade or 50, many states have raised their cigarette tax rates and, as
the economic research predicts, the tax increases reduced cigarette consumption in each of
these states below what it would otherwise have been. Nevertheless, every single one of these
states also enjoyed increased cigarette tax revenues, despite the reductions in smoking and
cigarette sales. Put simply, in every state the revenue losses from fewer cigarette sales were
more than made up for by the increased state revenues per pack.

Recent State Experiences With Tobacco Tax Increases

State Date | Tax Increase | New Tax |Consumption| Revenue New
Amount (per pack) Decline Increase | Revenues
(per pack) {percent) (percent) | (millions)
Alaska 1997 71¢ $1.00 -13.5% +202% $28.7
Hawali 1998 20¢ $1.00 -8.1% +19.9% $6.4
Hlinois 1997 14¢ 58¢ -8.9% +19.0% $77.4
Maine 1997 37¢ 74¢ -16.5% +66.7% $30.8
Maryland 1999 30¢ 66¢ +16.3% +63.9% $69.0
Massachusetts | 1996 25¢ 76¢ -14.3% +28.0% $64.1
Michigan 1994 50¢ 75¢ -20.8% +139.9% $341.0
New Jersey 1998 40¢ 80¢ -16.8% +68.5% $166.6
Oragon 1997 30¢ 78¢ -8.3% +77.0% $79.8
Rhode Island 1997 10¢ 71¢ -1.5% +16.2% $8.6
South Dakota 1995 10¢ 33¢ -5.6% +40.4% §61
Utah 1997 25¢ 51.5¢ 25.7% +42.4% $12.7
Vermont 1995 24¢ 44¢ -16.3% +84,2% $11.7
Wisconsin 1997 15¢ 59¢ 6.5% +25.8% $52.9

Sources: Orzechowski & Walker, Tax Burden on Tobacco (2000) {a tobacco industry funded compllation of state
tobacco tax, price, and revenue data); Maryland data from State Compiroller's Office. Consumption declines and
revenue increases calculated from the full fiscal year before the tax increase to the full year atter the tax increase.

Complete data from California and New Hampshire, which Increased their cigarette laxes in
1999, are not yet available. But newspaper reports noted that In the six months after California
raised its tax by an additional 50 cents per pack (to 87 cents per pack), state cigaretle sales fell
by 30 percent compared to same six months in 1998 while revenues increased.” In addition,
the early evidence from New York state -- which raised its cigarette taxes by 55 cents to $1.11
per pack (the highest rate in the country) in March 2000 -- shows that state cigarette sales had
dropped by more than 48 percent In the second month after the tax increase compared to the
same month a year earlier but the state's cigarette tax revenues had still increased by $1.5

miltion.®
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Increasing Tobacco Taxes Reduces Tobacco Use /2

Cigarette Company Attacks on State Tobacco Tax Increases

R

Internal tobacco industry documents that have been made public in the various lawsuits against
the cigarette companies show that since at least the early 1980s the companies have fully
accepted the fact that cigarette tax increases reduce their sales, especially among kids (their
replacement customers).* Accordingly, it is not surprising that the companies spend millions of
dollars to oppose any proposed state tobacco tax increases. But when the cigarette companies
argue that state cigarette tax increases will not reduce smoking or that state tobacco revenues
will be eroded by cigarette smuggling and cross-border purchases they are ignoring the firmly
established fact that every single state that has significantly increased its cigarette taxes has
experienced both reduced cigarette sales and increased state revenues.

Despite this fact, 36 states have not increased their cigarette tax rates for at least five years,
and 17 of those states not having increased their cigarette taxes for ten years or more. Six
states have not increased their cigarette taxes since the 1970s or 1960s. In most cases, state
cigarette tax rates have been substantially eroded by inflation -- and now constitute a much
smaller parcentage of the total price of a pack of cigarettes -- compared to when they were first

passed into law.
The National Center for Tobacco-Free Klids, September 11, 2000

' See, 0.g., Chaloupka, F. J., “Macro-Social influences: The Effects of Prices and Tobacco Control Policies on the
Demand for Tobacco Products,” Nicotine and Tobacco Research (forthcoming); Chaloupka, F. J. & R. Pacula , An
Examination of Gender and Race Differences in Youth Smoking Responsiveness to Price and Tobacco Control
Pollcies, National Bureau of Economic Research, Working Paper 6541 (April 1998). See, also, Gruber, J. & J.
Zinman, “*Youth Smoking in the U.S.: Evidence and Implications,” National Bureau of Economic Research Working
Papar No. 7780 (July 2000); Purcell, W, D., Changing Prices, Changing Cigarette Consumption, Virginla Tech Rutral
Economic Analysis Program (May 1999); Evans, W.N,, and L.X Huang, “Cigarette Taxes and Teen Smoking: New
Evidence from Panels of Repeated Cross-Sections,* Manuscript, Department of Economics, Unlversity of Maryland
(1998); Credit Suisse, “Seansilivity Analysis on Cigarette Price Elasticity," First Boston Corporation (December 1998);
Evans, W. N. & L. X, Huang, Cigarette Taxes and Teen Smoking: New Evidence from Panels of Repeated Cross-
Seclions, working paper (April 16, 1998);Harris, J. E. & S. W. Chan, “The Continuum-of-Addiction: Clgarette Smoking
in Relation to Price Among Americans Aged 15-29," Health Economics Letters 2(2) 3-12 (February 1998); U.S.
Coanters for Disease Control and Prevention (CDC), “Responses to Cigarette Prices By Race/Ethnicity, Income, and
Age Groups ~ United States 1976-1993,” Morbidity and Mortality Weekly Report 47(29): 605-609 July 51, 1998);
Inslitute of Medicine, Taking Action lo Reduce Tobacco Use, the National Academy of Sciences (1998); Chaloupka,
F. J. & M. Grossman, "Cigarefte Taxes: The Straw to Break the Camel's Back," Public Health Reports 112(4): 291-97
(July’/August 1997); Lewitt, E.M., A, Huland, N. Kerrebrock, and K.M. Cummings, "Price, Public Policy and Smoking in
Young People," Tobacco Conlrol, 6(52)"17-24 (1997); Chaloupka, F.J., and M. Grossman, *Price, Tobacco Control
Policles, and Youth Smoking," National Bureau of Economic Research Working paper Number 5740 (1996); National
Cancer Institute, The Impact of Cigarette Excise Taxes on Smoking Among Children and Adulls: Summary Report of
a National Cancer Institute Expert Panel (1993); Lewit, E.M., and . Coate, "The Potential for Using Excise Taxes to
Reduce Smoking, * Jounal of Health Economics, 1(2):121-54 {1982).

“ See, 6.g., Reulers, “California Cigarette Sales Plunge Atter New Tax* (September 13, 1999).

9 Qdato, J., "Cigarette Sales Sink Under Helty Tax,” Albany Times Union (May 25, 2000).

! See, 0.g., Philip Morris Executive Jon Zoler, “Handiing An Exclse Tax Increase," (September 3, 1987), PM Bates
Number: 2068122240/2241; R.J. Reynolds Executive D. S, Burrows, “Estimated Change In Industry Trend Following
Federal Excise Tax Increase” (Seplember 20, 1982), RUR Bates Number 500045052 -£132; Philip Morrls Research
Executive Myron Johnston, “Teenage Smoking and the Federal Excise Tax on Cigarettes” (September 17, 1981), PM

Bates Number: 2001255224/5227.
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SB 2024
Bruce Levi, North Dakota Medical Assoclation

Last fall, North Dakota’s physicians adopted a resolution supporting the development in North
Dakota of a science-based, comprehensive tobacco prevention and dependence treatment

program,

In coming to that conclusion, physicians relied on the following points:

The use of tobacco products by North Dakota citizens has resulted in devastating health and
economic consequences, including 1050 deaths each year, and healthcare expenditures of
over $180 million (over 11% of all health care expenditures in North Dakota) -- the burden
being imposed on taxpayers, businesses, individuals, and government.

Tobacco companies spend $12 million annually advertising their products in North Dakota,
influencing more than 22% of our citizens to smoke and chew tobacco and giving our state
the third worst national ranking in per capita death rate, as weli as the third highest youth

smoking rate in the nation,

Primary care physicians in North Dakota are in the unique position of seeing the tragic
effects of smoking and second-hand smoke in their patients on a daily basis, including cases
of heart disease, lung cancer, emphysema, bronchitis, pneumonia, sinusitis, and ear
infections in both adults and children,

The North Dakota Chapters of the American Academy of Family Physicians, the American
Academy of Pediatrics, and the American College of Physicians — Amerivan Society of
Internal Medicine have each given their support to a strong tobacco education and prevention

program in North Dakota.

The U.S. Centers for Disease Control has developed a science-based approach to tobacco
prevention and cessation illustrating “‘best practices” strategies and programs to be
implemented on a state-wide basis, including community programs to reduce tobacco use,
¢ chronic disease programs, school programs, enforcement efforts, statewide programs,

% countermarketing, and cessation programs.

. Research shows that these best practice strategies are most effective when they are all

integrated into a comprehensive program. The experience in other states with
comprehensive programs such as Massachusetts, California, Oregon and Florida shows that,

& when adequately finded, these comprehensive programs can quickly and substantially
reduce tobacco use.
4 We encourage the committee to take steps to begin development in North Dakota of a

comprehensive approach to tobacco prevention. The North Dakota Medical Associrtion stands
ready to provide information and technical assistance from physicians if necessary to assist the

~ committee,




