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TAKE A CLOSER LOOK
AT THE TOBACCO TAX INITIATIVE
It's Less Than Meets the Eye

Califernia's majer anti-tobacco oxganizations, an
environmental policy group, education organizations and two
gtate legislators have formed the "Coalition for a Healthy
California" to promote the Tobacco Tax Initiative. Sponsors
are now circulating petitions in an effort to gqualify the
constitutional amendment for the November 19838 state ballot.

The proposition would increase California's tobacco excise
tax from the current 10 cents per pack of cigarettes to 35
cents per pack. It also would impose a new tax on all other
tobacco products "equivalent”™ to the 35 cents per pack
cigarette tax.

The rationale for such an increase as expressed by Coalition
leaders is to raise the price of +tokacce as a way to
discourage people from using tobacco, and teo raise money for
"health research." According to the lLegislative Znalyst, the
new tax would raise approximately $650 million a year, to be
divided among several beneficiary sponsoring organizations,
primarily the health care industry.

Californians Against Unfair Tax Increases and other copponents
of the initiative urge you to take a closer loek at the
proposition. We believe that as you learn of its deceptive
provisions, its system of rewards for initiative sponsers,
its regressive impact on working class Californians and its
gquesticnable medical and social caonsequences, you will see
that the initiative is not the unselfish, health-motivated
reform its sponsors would like you to believe.



FACT SHEET:
The Tobacco Tax

The initjative is a 250 percent excise tax increase that
circumvents the 1979 Gann spending limit imposed on state and
local government by the voters. It would make cCalifornia's
tobacco tax the highest in the nation.

Experience in other states has demonstrated that such a large tax
increase will lead to bootlegging and other crime problems, vet
the measure provides no new money to assist law enforcement.

The initiative divides the esztimated $650 millien in proceeds
among a handful of special interest beneficiaries who have banded
together t¢ sponsor the measure. The largest share, 45 percent,
goes to doctors and other health care providers for purposes
unrelated to tokacco or smoking.

Tobacco Tax is a regressive tax that hits hardest at blue ccllar
working men and women, taking from their pockets to enrich the
medical industry.

Twenty-£five percent -—- $162.5 million -- is handed over to the
Legislature for allocation. Lawvmakers are likely teo turn that
money over to doctors and other health care providers as well,
raising the medical industry's Ytake" to as much as 70 percent,
about $450 million.

Five percent goes to parks and wildlife management -~ unrelated to
tobacce or health =- in an effort to win campaign suppert from
environmentalists.,

Only 5 percent of the new revenue would go for health research
even though the advocates c¢laim that the major purpose of the
initiative is to raise money for health research.

While 20 percent =-- %130 million -- is earmarked for health
education said to be related to tobacco use, experience with
previous financing schemes such as the Lottery suggest the money
is likely toc be used to replace money for math, English and other
existing programs.

The initiative allows much of the education fund to be siphoned
off by the sponsoring health societies =~ heart, lung and cancer-
- to finance their programs.

Assemblyman [Lloyd Connelly's 19887 bill in the Legislature to
accomplish many of the same things that are included in the
initiative died without even getting a motien during committee
hearings last vyear. The Legislature racognized that no reform
should be achieved through bad law.



QUESTIONS AND ANSWERS
ON THE TOBACCO TAX INITIATIVE

What is the Tobacco Tax Initiative?

It is a constitutional amendment and a statute initiative targeted for
the statewide ballot in November that would increase by 250 percent the
state's tobacco excise tax -- hiking the existing 10-cents per pack tax
to 35 cents, the highest in the natien —— and divvy the estimated %650
millicn in proceeds among various special interests sponsoring it.

Who would pay the tax?

Working e¢lass Californians would bear the brunt of this highly
regressive tax, according to a wvariety of independent sources,
including the Congressional Budget Office in 1987. Blue collar and
lower income wage earners smoke in disproportionately large numbers and
spend a greater portion of their income on tobacco products than middle
and higher income Californians. As a result, 20 percent of workers
earning $30,000 or less each year will pay 3%2.5 percent of the new tax
even though they receive less than 7 percent of all wages.

Who would benefit from the tax?

The jnitiative divides the proceeds among a handful of special interest
beneficiaries who have banded together to sponsor the measure.

% The largest share, 45 percent (about $252.5 million), goes to the
medical industry for purposes unrelated to tobacce or smoking,

* 25 percent (about $162.5 milliocn) would be handed over to the
Legislature for allocation. Ample experience in Sacramento shows
that the Legislature will give the money to the strongest lobby.
If that is doctors and other medical providers, the total "take"
for the medical industry could be as much as 70 percent of the new
tax proceeds, or about $4%5 million.

* 20 percent (about $130 million) is earmarked for "...programs for
the prevention and reduction of tobacco use through schoel and
community health education programs." Experience in Sacramento
demonstrates that the "lLottery Syndrome" is likely to occur: the
governor and Leglslature will use the money to replace existing
education programs even though it is asupposed to augment school
budgets. In addition, sponsoring health organizations will be
eligible to siphon much of that money off for their own programs.

* 5 percent (about $33 million) will go "...for tobacco related
disease research.” Ironically, while proponents claim health
research is one of their major goals, this is the initlative's
smallest allocation.
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* 5 percent (about $33 million) would be set aside "...for programs
to protect, restore, enhance or maintain fish, waterfowl and wild
life habitation" and "to enhance state and 1local park and
recreation resources." This appropriation was contrived to win
suppert of the Planning and Conservation League, an organization
valuable for its volunteer ranks and large mailing list.

What's wrong with earmarking money raised by the new tax?

This proposition would lock its system of financial rewards inte law,
requiring a nearly impossible-to-achieve four-fifths vote of the
Legislature to revise the apportionments as needs and priorities change
over the years. As the staff of the Assembly Revenue and Taxation
Committee said last year: "Fiscal experts have argued that earmarking
is poor budgeting procedure, since it introduces rigidities and does
not permit propér allocation of general revenue among competing uses,"

It alsc rewards those who drafted the initiative behind closed doors,
without proper public policy debate and to the exclusion of others who
may be egually needy.

But don't some of the targeted programs deserve the financial support
of California taxpayers?

The initiative has been drafted by members of cCalifornia's medical
industry to increase the amount they receive for patients treated under
the medically indigent adults (MIA) program. They have failed for
several years to convince the governor and Legislature to increase
their payments under what may be a laudable program.

However, it ralses several key public policy questicns: Should broad
social responsibilities be financed by taxing all citizens equally and
fairly or with a regressive tax that inequitably burdens working class
and poor Californians? What will be next? Will only parents with
children be required to pay for schools? And, if this type of funding
is acceptable, why exclude other programs benefitting lower-income
Califernians, such as Medi-Cal and Medicare?

The financing of education programs, while perhaps commendable, also
contains some major traps. The initiative states that the money should
be in addition to revenues otherwise allocated to the schools by the
Legislature. But extensive experience with similar funding schenes
demonstrates that the "Lottery Syndreme” is likely to result when the
Legislature and the governor count the money toward their VS5 percent™”
formula for financing public schools. The effect will be to force out
money for math, English and other programs to make way for legally
mandated anti-smoking programs.
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won't the money be used for the good of everyone?

Not at all. The medical industry will get a minimum of 45 percent of
the $650 million raised by the new tax —— and could get 70 percent.
Sponsors of the initiative say a major goal of this 250 percent tax
increage ig to finance health research. But the $33 million to be set
aside for research could be funded with other taxes imposed fairly on
all of society, not taken from the pocketbooks of Californians least
able to afford it.

Similarly, the $33 million earmarked for fish, wildlife and state parks
-- for purposes unrelated to smoking or tobacco use -- was almed at
winning the endorsement of the Planning and Conservaticn League, an
environmental group wvaluable for its large 1list of financial
contributors and volunteers. Again, a disproportionate share of
California's urban blue collar and lower income workers would be asked
to finance the conservation programs of a more elite constituency.

It i=s for resasons such as thig that even some sympathetic groups such
as the Alameda County Lung Association so far has refused to endorse
this proposal, which would provide a windfall of between $292 million
and $455 millicn a year to the mediecal industry.

Will the nation's highest cigarette tax create c¢rime problems?

Experience in other states has demongstrated that such a large tax
increase will lead to bootlegging and other crime problems because the
financial incentive is so great. A sgingle trucklocad of untaxed
cigarettes brought in from North Carolina, for example, would yield
profits approaching $200,000. And petty theft and vandalism are likely
to rise becausze some people will steal cigarettes to avoid higher
prices.

In divvying up the tax proceeds, the sponsors did not provide any money
toc cover the increased law enforcement problems. The U.8. Advisory
Council on Intergovernmental Relations has recommended that any such
tax increases include allocations to help compensate for crime-fighting
costs., In addition, citing bootlegging and mail order transactions,
the state Board of Equalization advised the Legislature last year that
"it would be virtually impossible to enforce effectively a tobacco tax,
and the administrative costs would be very high in relation to the
revenue produced.®

Won't an increase in the tobacco tax cut consumption?
No, although that is an argument raised by proponents of the Tobacce

Tax Initiative. Both sides in the debate are predicting about a 13
percent drop in cigarette sales if the tax increase is approved.
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Independent experts who have studied the issue in other states that
increased their taxes predict decline will result from a decrease in
the sale of 1legally taxed cigarettes (offset by an increase in
bootlegged cigarettes), not frem large numbers of people who quit.
Studies show that high-tax states such as Penngylvania, New York and
New Jersey report higher than average cigarette consumption, with any
dropoff rebounding to previous levels within a couple of yvears of a
major tax increase. California, in faect, is one of the lowest
consumption states in the country despite its current low tax--
clearly a contradiction of the proponents' argument.

Do the new taxes fall under the Gann spending limit on state and local
government?

The Gann Limit, adopted by California voters in 1979 to put some brakes
on ¢government spending, would be sidestepped by the Constitutional
Amendment contained in this measure placing the revenues from thils tax
increase outside the spending limits. Proceeds of the taxes would be
limited to the uses specified in the Tobacco Tax Initiative and not
available for any other governmental purpoge. The initiative process
has never before been used successfully to raise taxes and this is the
first effort to exempt a major share of new tax revenues =- $650
million a year -- from the pepular spending limit.

Didn't the ILegislature kill a bill s&imilar to this initiative last
year?

Assemblyman Lloyd Connelly's 1987 bill in the Legislature to accomplish
many of the same things that are inciuded in the initiative died
without even getting a motion during a hearing last year befora the
Assembly Revenue and Taxation Commitiee, The 18 members of <the
committee, including some of the most conservative and liberal members
of the Legislature, recognized that it was replete with major flaws.
They decided that noble principles cannot be achieved through kad law.
Connelly, who wants to seek higher office and who is sponsoring several
initiatives for the 1988 ballot, is widely regarded as a politician who
purposely constructs unacceptable legislation so that he can get high
visibility as a Don Quixote carrying his battles to the general public.

Whom should I contact for more informaticon?

The mailing address of Californians Against Unfair Tax Inereases is
1717 I Street, Suite B, Bacramento, CA, 95814. Jeff Raimundo is the
official spokesman for the group and ¢an be reached at 916-448-8%07,




INITIATIVE MEASURE TO BE SUBMITTED DIRECTLY TG THE VOTERS

Tha Atterney General of California hag prepared the foltowing title and summary of the chiet purpose and points of 1he proposed measure.

CIGARETTE AND TCBACCO TAX. BENEFIT FUND.CONSTITUTIONAL AMENDMENT. INITIATIVE STATUTE.
Imposes additional tax upon cigarsite distributors of ane and sne-fourlh cents (1 and 1/4 cenls) for each cigarette
distribuled. Imposes tax upan distributors of other tobacco products which is equivalenl to combined rate of tax
imposed on sigareltes. Directs Slate Board ol Equalization to determing this tax ann_ually. Piaces moneys raiseﬁ'in
a special account which can onfy he used for: treatment; research of tobacea related diseases; school and community
heaith education pragrams aboul tebacco; fire prevention; and envirenmental conservatien and damage restoration
pregrams. Deciares revenues nol subject to appropriations kmit, Summary of estimate by Legislative Analyst and
Director of Finance of fiscal impact on state and lec2l povernmenis: It adopted in November 1388, will produce
approximalely $320 million in special furid revesies in 1388-89 {part-year) and $650 million in 1989-00 {first fuil-
year). Annual admiinistrative costs are estimated af $500,086. There will be no subsiantial net efiect on sales tax
revanues to the siate, cities and counties. :

TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA:

Ve, the unde;signed, segistered, quatified vaters of Calilormsa, reslgears of Uk ahove rmtiooed Counly or Cily and Coanty), borchy propose amendaems bo the Conshittion and stantes of
Caldunia, selating fo the: mpasifion and dlsh ibrution of excise taxes an cigarelle and dobicen prockcls, and pelilion e Secoefary of Sfale o sehrm! The same ba fhe voters of Calilocnia for 1heir
adapligs: o1 regeetinn al e neek cuccesding greral chocion or ol ary spegiat stately eclion priar o (@l genwal slection or ollierwisy 25 peoyidkd Ly law, The proposad canslitutonal and
slatdery amendimerls o 35 lollows:

TOBACCO TAX AND HEALTH PROTECTION ACT OF 1988
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Azl al 1388
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BILL BERMAN
{No. Cal, Press)

OGILVY & MATHER, INC.
5757 Wilshire Blvd.

Los Angeles, CA 90036 Telecopier:

SUSAN E. FRANSON
(So. Cal. Press)

L. MICHAEL DOWLING
(80. Cal. Press)

MAX BESLER
(Statewide Field Director)

916-444-5701
016-444-0382

916=-453~1509

916-452-0154
6- =570
916-483-3411
516-444-0464
916-486-9901

316=753=-8340

~930-666
213-937-6283

213-826-7731

213=-395-1851

916-736-0189

(auto)

(H)

(8)

(H #1)
(B #2)
(H)

(H)

{auto)

(H)

(H)

(H)




AILES COMMUNICATIONS, INC.
456 West 43rd St.
New York, NY 10036

ROGER AILES
(Media Director)

(Asst., Judy Laterza)

Home: 26 Mount Green Road

Croton-On-Hudseon, NY 10520

FARRELL MEDIA, INC.
211 East 43rd st.
New York, NY 10017

CATHY FARRELI
(Media Buyer)

RAY MC NALLY & ASSOCIATES
820 18th st.
Sacramentg, CA 95814

RAY MC NALLY
(Direct Mail Consultant)

(Secty., Aldebran Morrison)

Home: 1625 Cordanc Way

Sacramento, CA 95818

BENCHMARK RESEARCH GROUP
1225 8th st., #2056
Sacramento, CA 95814

JOSEPH D. RODOTA, JR
(Issues Research Consultant)

(Asst., Bob Michitarian)

Home: 1570 Waterwheel Dr., #3

Sacramentc, CA 95314

STEVE PRESSON & ASSQCIATES
7311 Greenhaven Drive, #100-B
Sacramento, CA 95831

STEVE PRESSON
(Field Organization Consultant)

M+ F
Tu, W, Th

Telecopier

212-563-1970
202-842=-19388

X 697

212-563-3373

914-271-3236

212-983-70¢0
212-983-7060

516=283-9494

-4 47—

816-446-6745

=444 7

916-92%-2112

916=427-2737

916-427-7529

(WK)
(WND)

(H)

(H)

(H)




KENNETH ‘L. RHACHIGIAN, ESQ.
{(Issues Research Director)

209 Avenida Del Mar, #203
San Clemente, CA 52672 Telecopier:

{Secty., Jonl Johnson)

Home: 501 W. Avenida de los
Lobos Marinos
San Clemente, CA 92672

TARRANCE & ASSOQCIATES, INC.
14550 Torrey Chase Blvd., #600
Houston, TX 77014 Telecopier:

V. LANCE TARRANCE
{Survey Research Consultant)

{Secty., Linda Spiegelhauer)
Home: 23503 Heolly Hollow
Temball, TX 77375

RICHARD E. RYAN
(Survey Research Congultant)

(Asst,, Felice Myers)

Homa: 2164 Settlers Way
The Woodlands, TX 77380

A=K ASSOCIATES, INC.
1024 - 10th st., #300
Sacramento, CA 95814 Telecopler:

J. MICHAEL ALLEN
(Special Consultant)

(Secty., Dayvene Harrah)

Home: 104 Gold Creek Way
Folsoem, CA 95&30

714-498—-3879

714-498-6197

714-498-6352

713-444-9010

713-444-6993

713-381-=7680

713-363-3416

916-446-75Q05

916-443-4694

916=989~3195

{auto)

(H)

(auto)

(H)

(H)

(auto)

(H)




NIELSEN, MERKSAMER, HODGSON,
PARINELLO & MUELLER

770 L Street, #800
Sacramento, CA 95814

STEVEN A. MERKSAMER
(Special Consultant)

(Secty., Elsie Nakamoto)

Home: 5209 Yorkville Fl.
Carmichael, CA 95608

650 California St., #2650
San Francisco, CA 94108

VIGO G. {(Chip) NIELSEN, JR.
(Treasurer)
{Secty., Dorethy Cossaboon)

Home: 29 Mark Terrace
Tiburon, CA 94920

DIANE ELAN WICK
(Assistant Treasurer)

(Secty., Victoria McBride)

Home: 2584 Greenwich st.
San Francisco, CA 94123

KIRK ALAN PESSNER

(Paralegal/Administrator,
Political Reports Unit)

(Secty., Tom Maxwell)

Home: 10 Skylark Dr., #72
Larkspur, CA 94939

916-446-6752

Telecopier:

Telecopier:

916-446-6106

916-483~8B583

415-989-6800
415-362-2701

415-435=2703

415=929-7654

415-924-7159

(auto)

(H)

(auto)

(H)

(H)

(H)



R. J. REYNOLDS TOBACCO USA 919-741-5000

401 N. Main St.

Winston-Salem, NC 27102 ' Telecopier; 91%-727-4882 (auto)
GENE AINSWORTH, Sr., Vice President 919=-741=2749

Government Relations
(Secty., Jackie Hemric)

Home:; 3434 Scarsborough Dr. 819-765-7239 (H)
Winston-salem, NC 27104

ROGER MOZINGO, Vice Preaident 819-741-7665
State Government Relations

(Secty., Connie Bodsford)

Home: 4807 Prestwick Dr. 703-691-8593 (H)
Fairfax, VA 22030

TOM L. OGBURN, Jr., Vice President 919-741-7530
Public Issues

(Secty., Carolyn Brinkley)

Home: 3521 Buena Vista R4. 919-722-7564 (H)
Winston-Salem, NC 27106

TIMOTHY N. HYDE, Director 219-741-6820
National Field Operations

(Secty., )

Home: 919=-773=0236




PHILTP MORRIS, USBA
120 Park Ave,
New York, NY 10017

JOHN A. KOCHEVAR
Director, Public and Government Affairs

(Secty., Juany Terrero)

Home: 108 1/2 Douglass St,
Brooklyn, NY 11231

JOHN R. NELSON, JR.
Director of Govermment Affairs and
Issues Planning

(Secty., Yvette Garces)

Home; 15 0ld Orchard Rd.
Easton, CT 06612

K. MICHAEL IRISH
Director of Corporate Affairs
Projects

(Secty,. Anne Christensen-Burke)

Home: 360 Autumn Ridge Rd,
Fairfield, CT 06430

TINA WALLS
Regional Manager
Government Affairs

5700 Stoneridge Mall Road, #250
Pleasanton, CA 924566

(Becty., Aleece Weycker)

Heme: 561 Boden Way, #2F
Oakland, CA 94610

Telecopier:

212=-880-5000
800-223-1403

212=-878=2165

212-880-3354

718-624=7522

203=372-3081

212-880-3123

203-374-4765

5-463-

415=-645~183%§

{auto)

(H)

(H)

(H})

(H)



LORILLARD, INC.
One Park Avenue, 18th Floor
New York, NY 10016~5895 Teleccopier:

JAMES R. CHERRY, ESQ.
Vice President and
Deputy General Counsel

(Secty., Phyliss Digiaimo)

Home: 230 East 50th St.
Apt. 2-A
New York, NY 10022

BROWN & WILLIAMSON TORACCO CORPQRATION
1500 Louisville Galleria

{(P.0. Box 35090) Telecopier:
Loui=sville, K¥ 40232

THOMAS HUMRER
Director - Govermment Affairs

(Secty., Pat LaFollette)

Home: 846 Breckinridge Ln.
Louisville, KY 40207

U.8. TOBACCO COMPANY
100 W. Putnam Ave.
Greenwich, CT 06830 Telecopier:

JOSEPH R. TADDECQ
Vice President, Industry Relations

(Secty., Gerri Cortese)

Home: 40 Beechwood Ln.
Ridgefield, CT 06877

212-545-3000

212-545-3297

212-545-3343

212-421-8960

502-568-7000

502-568=7297

=568=7

502-8%7-2807

203-661-1100

203-661-0298

203-661-0270

203=438-7287

(auto)

(H)

(auto)

(H)

{auts)

(H)




LIGGETT & MYERS TOBACCO COMPANY
300 N. Duke St.

(P.Q. BOox 1572}
Durham, NC 27702

DONALD E. MOTT
Vice President, Employee Relations

(secty., Bobbie Clark)

Home: ' 114 Bruce Dr.
Cary, NC 27511

AMERICAN TOBACCO COMPANY, THE
13203 N. Enon Church Rd.

P.0O. Box 1100

Chester, VA 23B31~8100

JOHN H. HAGER
Leaf Services Director

{Secty., Lorraine Kindervater}

Home: 4600 Sulgrave Road
Richmond, VA 23221

SMOKELESS TCOBACCO COUNCIL
1925 K St., N.W., #504
Washington, D.C. 20006

MICHAEL J. KERRIGAN
President

Telecopier:

919-683-3000

919-683-5573

919-633-8848

919-467=2001 (H)

804-751=2100

804-751-

804-3556=8210 (H)




TOBACCO INSTITUTE, THE 202~457-4800
800=424=98786

1875 I St., NW

Washingteon, D.C. 20006 Telecopier: 202-457~-4857%

GEORGE MINSHEW, Vice President 02-457~

(AR, Sheryl Carter)

Home: 7727 Rockledge Court 703-866-3721 (H)
Springfield, VA 22151
1225 8th St., #38 916-448-3543

Sacramento, CA 95814
Telecopier: 916-448~3939 (auto)

JOHN b. KELLY
(Secty., Yvonne Heinrich)

Home: 448 Wyndgate Rd. 016-485-4257
Sacramento, CA 95864

COVINGTON & BURLING 202-662-6000
1201 Pennsylvania Ave., NW
(P.0. Box 7566-20044) Telascopier: 202-662-6283 {auto)
Washington, D.C. 20004
Stanley L. Tenko, Esaq. 202-662-5514
John P. Rupp, Esq. 202=662=5650

Note: Underscored telephone number is the best to use during
business hours,



TAKE A CLOSER LOOK
AT THE
TOBACCO TAX INITIATIVE
It’s Less Than Meets The Eye




THE TOBACCO TAX RIPOFF

An initiative on the November election ballet would raise taxes For “health research and
education.” Don’l be misled. Before you support tha Tobaceo Tax Initiative, consider ihese
facts:

» IT WILL NOT STOP CIGARETTES FROM BEING LIT. It igatax
increasc, not a smoking ban.

* AT IS A 250% TAX INCREASE. Despite claims, only a tiny fracrion
will go to health research.

* IT ROBS FROM THE POOR. The iax hits working men and women
hardest.

s ITIS A TAX INCENTIVE FOR CRIME. Law cnforcement officials
say smugeling, bootlegping and vandalism have been triggered in other
stales where large tobacco fax increases have been imposed. Yet this in-
itiative inchudes no maoncy to fight crime.

Now you know the facts aboul THE TOBACCO TAX INITIATIVE. ..

.. .join us in oppaosing it.

Californians Against Unfair Tax Increases,
A cornmiftee sponsored by the tobacco. industey



IE’ Yes, I oppose unfair tax increases.

Please send me more information on the Tobacco Tax
Inttiative.

MName:

Address:

ZipCode

Teleplione: Day

Eve
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Californians Against Unfalr Tax Increases,

A Committee Sponsored by the Tobacco Industry
Box 322

3104 Q" Street

Sacramento, CA 95316-9871
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| Calitornians Against Unfair Tax Increases

Californians Against Unfair Tax [1icreases,
A Committee Sponsored by the Tobacco ndustry

1717 1 Steect, Suitz B
Sacramenin, California 95814
(916) 445-8507  FAX (516} 444-0382




