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HERE there's sm&q hr$s fire" gust 1, and to the local sdee taxes im. ''Wig a time-worn adage. To Ih. p d  in New Y a k  City and ssvcrd *i 
tax official, "where there's smoke, there's the larger upstate countid and cities at 
revenuc" is a time-tested fact; a great rat6 ranging from 1 per ant  to 3 per 
deal of revenue as we are ali aware, cent. 

The federal ggwernment's ter on Tbe budget of New York State for 
cigarelm, dgbt cents a pack, produced the prwnt fiscal year d b  for 3 billicm 
some 2 billion 63 million W a r s  in the 251 million dollam in btd current rtve 
f i d  year ended last June 30 (1965). nut. Tba cigarette tax tax -led to 

T h e  states derived nearly one billion 230 million dollars, 7 per mt 
200 million doUarrr from tbtir t a m  w of this total. 
tobacco products in their fiscal years W'by is i t  that the cigarette i s  called 
ending in 1964. h l  government4 a k  u p  to e u p m  in its fmgile dumn SO 

tapped thb source, among them New great a weight of taxation? Tbe aa. 
York City, w h w  four-cent tax an cig. swem lie h tht rising demands upon 
rettes $41 million in the city's the revenue wurces of the stat# and 
I i d  year mded 1- June 30 (1%). hcir munidpaktiq in, tht, 6dd d tax 

A sharp ri3t in the revenue of the theory, and in Lhe pattenh of human- 
' 

states can he expected in next year's behavior, 
figures which will reflect the IcgLslation The factors musing extreme praure 
of 1965. By August 1, 22 states had on the respurces of state and local gov- 
i n c d  their cigarette tax rat=, an ernments-the rapid rise in expenditurea 
d- t ime high for the numhr  of statm far public education, h ~ l t h ,  mental 
taking such action in any one ykr. In health, care of the aged, highway con. 
Hawaii and New York the rate was struction and maintenance, and coa- 
doubled, New York becarhg one of bcrvation of our natud alheqe-t~re 
three b t a t ~  with a take of ten cmta a so wcU k n ~ w n  BB tO require no elabora- 

tiw here. 
Rates throughout tbe states range 

from 0 in N o d  Carolina and Oregw Changes 1" Reyrnur Syrtaml 
to eleven cents in Texas and Washing- 
tm. The most frequent rate, eight mt~, To meet thw ads, many c h a n p  
is found in 21 s t a b  (Table 1) ; Oregon k v c  been made in the rcvenue systems 
has enacted a four-cent tax to become of the states in recent yesrs. The b a ~  
tffective July 1, 1964, if npprovd by of taxation bs bem btoadened and 
popular referendum. rates increased. 

In New York, cigarettes are also sub- Apy tax s t r u c t u r e t e ,  iederal, or 
ject to the state rewil sales tax of 2 bcaLhas got to contain elements of 
p r  wnt, which became effective Au- pr~grdvity on one band and ~tability 
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'TabIc 2-l'cr capita consumplion of cipreuea by pereons 18 
!-ears of age and over (cnlendsr yeas) 

. -- 

I'ciir United Stat- New York Stare 
- ... --- 

1955 3397 s.m 
1956 3m 3,792 
195: 3,755 
1958 3,953 

d@ 
4m 

1959 4,078 4 2 s  

1960 4,172 

1963 434s 4k Hisb 4319 
Surgton Surg~dn 

1%4 41% + (;wtrnl'# 4,190 +General's 
Rtpafl Repan 

1% 4318 Prelim, - 
Estimate 

*L 
1- figure sbows 1961 f q p ~  &OW 

daline d 1,6% kcline of 41% - 

1 .I.. ' 
I- 1%1 md from 3%1. 
3.4% from 1965 

1965 es!imatt 
.- - indicates rire of . . +: - we;,= 

2.9% from 19'5% 
,- 

S ~ u r c p ;  FthJ T o h c c a  '1.1 huoc1.h I0.b dad& ttm - b*) 
Maw York Sure Depart-nt of Tnx160b rind nuam. h c h  ud ShIhtkm 

Buran. 

rette taxes hove the advantage of k ing  ing-& in- consumption. The figurn in 
i m p d  on a commodity which is not Table 2 'BbPW the tread of pcr capita 
a basic necessity. No matter how much consumption b t b  natiorrally and in New 
we may enjoy smoking, we must ran. Yo* State fox p e m b  18 yeara of age 
cede that we have a clear and over. 
whether to smoke or not to =kt. Nationally, per capita cansumption by 
In this sense, the tax is s e l f - w e d ,  persons in the smoking agm bas rism 

from 3,522 cigarettes in 1950 to 4,345 
Drop in Cansumptian in 1963, with an intcmption of the up 

ward trend in 1953 and 1954, and a 
Tht Surgeon General's Report of temprary leveling off in 1962. h 1% 

January 11, 1961, Like the publicity per capita mnsumption declined 3.4 p r  
given to thc suspected health haz~rds cent from the previous year, reacting 
of ciparctte smoking in the early 1950's to the Surgeon General's Report. The 
caused a temporary, rather sharp fall- estimate for 1%5, however, indicates a 
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reversal of the dectine, Ior a 2.9 per years. The figures for the state's fiacal 
cerd rise Iron1 19M. years er~lling March 32, 1954 and 1955, 

'She n'ew York Statc figures available show declines due to the onset of the 
since 1955 show much the same pattern canccr sixre, Iollon,ed by a quick re- 
as the national data. In New York, 5umption of the U P W S T ~  trend. Again, 
however, the highrst per capita figure, the Surgcon General's Report broke the 
4,373 cigarettes, was reachcd in 1961, upward trend temporarily with a de- 
f0U~wed by a tapering ofl in 1962 and clinc of 2 per cent in the 1964 fid 
1963, and a sharper decline in 1964 year from the level 01 1983. 
after the relew of the Surgeon In this table, it ia intersting to 

I eral's Repr t .  New York's decline from the effect of the incremts in the rate of 

pressed ns the Amount of  ax collections revenues up sharply. 
per one cent of the tax rate, show a $taw tax collection d a ~ a  compiled by 
gradually rising trend over the past 15 the Tobacco Tax Council for the period 

Table S h ' e w  Y ~ r k  Stale cigarette tax rtvmue 
- - . . - - - 

% Change 
Rst~ Of Gollmtiw 

Endad Net TIX per per h e  h n t  Preceding 
March 31 Collections Pack of Tax Ycer 

1 56,@4,179 3# $lS,B94,726 - 
1951 58,486,33[) W 19,493,443 +- 3.2% 
1952 59,7MjW M 19,922,943 $22 
1953 61,6[18,862 3t 20,536337 4-3.1 
1954 60.(111,398 3d ?CJ,M3,7* -2.6 +Cancer 
1955 H 3 i 4 l S  3f 19,390,452 -51 +Scare 

1956 59,716,478 3# 19,905,493 +27 
1957 61=,421 36 %UBO7 +3.0 
1958 h3,947,670 V 2 1 3 1 5 ~ ~  +3.9 
1959 w93,m 24 22,W,4% +TAT c Smokere stwk up hsfort 

rate i n c m  
114,767,193 5# 22,953,433 - .06 +-Lag dw tp biger  tars 

and unusually h i  
p r t v i b ~  gear 

I%i 120,227,014 5# 24,M,414 +4.8 
1962 123541,454 5 t  24,708290 4-28 
1963 w.wM* 5 t  z5,w,7wb + 1.6 
1W 1B.982.433 5k 23$%.486 - 2.0 <- SurgeonGeaerd'~R~part 
1965 lT7.036.024 54 25.407-? + 3.3 +- Smqkew stock up before 

rate is doubbd 

-re aujmma 1s rlimimta of-t a t  n t P t n m  In dcwlllr proredun rhlsb b d s t r l  1WI rrd tolhtllom l o  
U33.%U.WL8. 

h'rr T o r i  Sbtc Ptputw~t OI Tuarlan and naance. Remarch mnd Suthtiu Boraam. 
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January $ l O J p l '  $ 9,710 + Surgcnn $ 9275 
General's 

Fcbnrory 9m 7.821 +Repon, 9.177 5( 
Jan. 11 

March 6395 8 w  12343 1 +- Rate Smokera stack up in 
advance of rate 

April 1 1 3 0  10,510 17m increase in April 

May 11,688 9,799 16,749 

J UM l0,W 11,laB 
R ~ t c  Rate 19,658 R ~ t e  

1 U ~ Y  11,148 ' # 11.576 ' * 1W 
2f1,lfi + Smokers sack up in 

August 11,064 10.49P advanct of thy 

~p,qgl + Gigarctb mbj4~1 to % 
Sept&r 10w lo;‘177 state aala tax mud Iwnl 

19m , + taren ranging from 0 to 
Oc~obcr 11.617 10533 3% ddva August 

Kovember 9,453 10.277 

bsccmbcr 10,8(36 1lJAt 

Table 4-Mo111ltly cigarette tau collections III  Ntw I'nA Slaw ( r n l e ~ ~ d a r  ?-cars 1963 
lo 1965) 

(In Thousands) 

1965 1%4 1M 

$125242 1122,426 

N*w Yurt Sutr Dsv4~tmrn1 a1 T r u r l ~ a  mad Flnaaar. Rtmarab 4 4  Stmttrllei k r ~ r u .  

- . - , .  

January through April, 1965, give evi. in ptr &pita mnsurnptim in NEW YO* 
dence of the resurgence in cigarette was 3.8 per cent for this period. T h m  

. sales as the dect  of the Surgeon Gen. particular per capita wmpariwns are 
rral'n Rrport wore d. In the fint four related to the entire population, not just 
months of 1965, seven and a b.lf bii. the population d smoking age. The 
lion packages of cigarettes were taxed tread is dear, wbatevex &a is u d .  
by the states, an inweam of 10 per It k too early to ten w h e h r  tha 
cent over the number taxed in the Jan- doubhg of the New Yotk Statt ciga. 
nary lhrvugh April period a ycar rctte tax rate six mvnh ago, or the 

i n c r e w  wbick bthcr Utts have cf- 
Thc upturn in cigarette da in 1965 fected, will bavc any lasting cf ia  in 

is the more rrtriking because the d e  reducing the amount of cigarette m k -  
cline in the earlier months of 1964 had ing (Table 4). I n  March, I%, tbe 
bctn very widespread. Out of 45 statca month immediardy prior to &e &ec. 
reporting, all but five &owed declincs tive date of the NEW York tax in. 
in per capita consumption from 1%3 to crease, there wa a great increw in 
1 M .  These ranged from one-ttnth of sales beaust cigarette smokers stacked 
one per cent in South Carolina to 12.5 up In rdvana, The revenues for the 
pr tent in South Dakota. The d d i e  next two months declined, but Jut, 
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July, August, and Scptcnil~tr hale  
8horr.n cunsidcrabk rccovcry. 

We shall have to lmk to the 1966 
figurer to see whether the increases ill 

cigarette taxes will produce any d ~ p r e s  
sing rflect upon ccln$uniption. 

In spite of t l ~ c  rr\vmihe needi of the 
~ a t e s ,  it is diEct11t to see how such 
drastic rate increaw as we h a w  had in 
the past two yeat8 could be accepted 
by the srnokinE public, if society as a 
whole wcrc hrginning to have some con. 
oern about the effect of smoking on 
health. Goyernor Rockefeller, in rec. 
ommending the increase from five cents 
to teti cents per pack in his Budget 
wc~wgc to the 1965 Legislature, recog. 
nieed this concern. He said: "In view 
of he prming rcrcnue needs of the 

ht:~trb. a ~ t d  t h ~  ptrri l ial  heaid l ~ a ~ a r d  
aszuciatcd ~ i t h  cigarette smoking, an in- 
cruw i11 this tax is warranted." 

11  riamains to be s n  whether the 
iacreascd cost of cigarettes, reflecting 
tl~c rccent sl~arp tax incrcascs coupled 
rcitli tlic public htalth factor, will over- 
come the pattern 01 the past. If the past 
repeats itself, we shall see a sharp re- 
covev in consumption after the initial 
irr~pact of the rate i n c r e ~ w  wears off. In 
the meantime, the United States De- 
partment of Agriculture, h ib publica- 
tion -'The Tobacco Situation" for Sep- 
t~mher, 19&, make< he fdlowing fore. 
cast: "Due mainly tb continuing growth 
of the number of persons of smoking 
age, cigarette consumption in 1966 is 
ltkelr to increase to a I l ew  high." 

The Honorable J m p h  Murphy i s  comrnissiontr 01 tanation and finance for 
New York State, and prtsident of the Slate Tan Commission. Albany, N. Y. 
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