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The Prddent baa just mmmd L s  tecl that hn wlll dofinitoh m k  a $7.50 pot cR*n ta* 
inmare an cigmttm to pay for his now hoalth aim plaa klw you will Btrd tho ltltoat 
t o W g  painis thnt yow may wfsh trh w to mrnbttt thir turrliblo, unf~ir tm that will w o k  
havoc on the pw:ktjtbrrob d smuk~m s. wsll as on job w d  tlum in Ohio. 
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'MEMO n>: Antr: Cigarette Tax lutrrow Aotivl --. . .- 

A. agaretta tax wilt meRn lot jabs and n weaker Esconomy, 
8, Average Amerlu~ns - trot j u ~ t  smokers - will be paying more, 
C. Zf health care system is broken, then fix it, don't throw away money, 
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1. All m ~ y o n  Will Bnd UP Pa-yl~l~-Mxc: Aver~gt: Americanb: *h nut just vrntrkcrrr -- 
will be forced to pay higher t u o b  for Clir~tan AdministrutJon health care; plan. 

FROM: Brum M, Hannes d*wm,----... .- 
---.- . - 7 .  
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-. Cigarette lralta are declining; this tsx is not o stable source of revenue, 

e~ A I~wgc excise tax will accelerate that decline. 

-- Whon thc wstly plan ir in plam, not snough rcvanuas will 1% nvail~lble lo pay 
for it, Tile government will then eitlrer be forcod to ndd 1.rilliaiia nf dallara to 
the deficlt, or fiverage A~lleric~ll Laxp~yers will be 1111. wit11 ancsther deficit. 
~'oducliol~ plan to help make up the ditYel.enca. Hither way trutpayors lose. 

2. Mide~ditl~&hJu!l~lw,~;s; IChrersiRtklfi Tm Reve~lge: 'J'llt Cllr~trsrl AdinJnistration will not 
gel the revcnut. -- $15 hlllh~n from nBw fudarul uxcise Imar -- it s ~ y s  it will get. In 
tl.ut11, the dl~t..a.~vpmg will be just $63  billion, 

wp As Oee0~ge Mason University cconumiat Dr. Rrdar-1 T~llison yoi~lted out in a 
recent study, cigarette pricr s sre part of the federal grvornmcnt's calculations 
of the Consumer Price Index, Thrr t IrreanK an increase In federrrl exciee taxes 

VI would drive ap the indt decsune many fedoral ontitlermrrt programs, such 
03 

8s social securhy, Iedv ,-jcnsions and frrtd klnulps, nra clod to the @I, the 
govsnment would Ion; R Isr8e part uf the revenue from higher tobacco tme~ 
to cast-of-living ndjustmellte in j te entltlen~ent spendislg. VI 
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111 Due to these automatic spending inoretlws, o 75-wnt a pack tar will take a 
$4.12 billion bite out of projected revenue&. 

-1 Rrther, when unemployment uostfi, loss of f6dtlrf.d revenues from jobless 
tobacco workers and chnngss to lncame tn~l tnbles are considered, tho not 
revenue from the Clinton cigarette tax i~ not $15 billion, but jufit $6.3 billion. 
(See attached notes from toxpoyer org~nizatlons/sconomIsb.) 

3, b& President Clinton and 
Viw Prc~ldc~t Gore lc:enrluunccd c~rl icr  this month that tlrcy llad idontific:d moro than 
$100 billion In savings through ihejr "reinvtznting goveri~rmant" campaign. 

-- If thacle savings were ~pplied to the health care plun, then no new twos would 
be requited. 

4, tssar C i m t t e  Tax Rew~nm: Cipurstte axcieu ttuteg trtldjtionnlly have 
been a sourcc of rwclnwe fer ~itfitc ~WOI'IIMCII~.  'With n '75-cant federal tax increase 
par pack, rtivonurs tire jrroj~~ttlrl ir) rl~clint: 12 purccrlt, t i r d  wJlh !hut, slate excise tax 
revenues. 

-* According to an #nalysis of Prim Waterhr~uee d m ,  ~ t ~ t s s :  will loge $800 
million, 

-+. met jrr $600 rnfl1jt)e thut the stute'fi will h ~ v e  to rn~ke up thl'ough ralslllg other 
taxes, or by cutting s e d c e ~ ,  

5. u, & ~ . 1 E f ~ . ~ & . ~ :  ,a In the end, mvtsrayc h n t f . 1 1 ~ ~ 1 ~  wjll 
yay fc1r the irew health CBI'H plif11, 

-- Wht;xl butiinr;~sc;s, Itrtl~c; UI. srhall, at'& twced lo yay jbr hj~]l(r;r htalt l~ care costs, 
thc itlevlr~blr. rest111 is higllcr prlccs to collau~i~orn for fir. pmduct.~ and 
str,rulces they buy. 

-- Workers will also pay thruugh reduwd curnpur~a~tiun bird, in nrany casts, 
layoff8 snd longer unemylqmnt. 

6, :  job^ and pttychecks will bo 
lost wlth a 12 parcent drop in i n l e ~ ,  bruqht 011 by a 755-cents-a-pt~c*-taxkt increoae. 

*r 274,000 Amerlcnn jobs will hr, loat nstlu~~widc, l~lcluding dircid and indircct 
tobacco employmant, 

ul 

More than $R billinn In ptrychech will var~ibh. 
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7. Smu..lfna Atud Cri&g-_4_4w: Some Admlairtibrtion officifils reportedly nsir icy ,.,, 
are encouraged by the Centldicm experience with inojor cigwrette truren. If so, i lea 2 
thmc officials need to have their heuds twernined, T ' s ; _ _ l @ f i ~  that the Canadian 
government ia lusing m u ~ h  as $1 Wllion lo mugpling, and o rganM ~ d m a  alnl 
violence on the border a n  ~kyrocketiny at an nl~rrniny rnta. The background: 
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* -- Highly orgnnized smuegling ciirnp~igns ura undenniy in Cnnttdn now. Sirnilnr 
~ctivity oould develop dun8 our ~outhern brrrder with u rnrijor twr increuse in 
the US. 

-- The average carton of uiprettea costa in C~nads  roughly $50. At, a result, 
bigarstte sdes have f~lllen 26 peroent, Rut sxpetrts ~ u y  it im't ccbnrcumption 
that has nlowed; rather what hap chnngsd is ths way people are buying 
cigarettes. Aooordin6 to new& reports, organleed crime  syndicate^ are 
purchasiq untaxed Cuntidian exports ~ n t l  tmnsporting them ncrom the border 
in snlall bonts or under fdse floors of can rind truckr~, Qmoe bnok in Cunuda, 
the cigarettes nre sold ttu-free in bnrs, shopping mull parkin8  lot^ and nahoolo. 

8, J J b @ m ~ t t e  Tax WlJNot Reducer Youth QmoMa: Ycs, a 75-ccnt-a-pack 
incrense in taxes would rcduce conslrmption by nbout I 1  to 12 percent tind prompt 
Inany people to qdt, Unfortunately, if past expericnm ia any guide, higher tmes do 
nut dlseourage kids from srnoklng. The f~ctg: 

-- A rn~jclr cigwrette tw incre~se in C~l i furn i~ ,  which fr routinely used by cr~rt i -  
smoking aolivjsb and Clinton Adtminbitmtin~~ officinlfi os an example, dfd 
roducc consumptis~~. But it  did not do wlmt ill0 a~stj's 11opc;d in regards to 
youill unokisg, Til fac;t, tzl H 1992 11cwb cuilferance, ti fiyokosn~crn for thc 
Calihndn yrogrnm add tile tax ayyenrod "to liavo had little cffcct" on kids, 
and that llrejr rate of srnoki~lg was virtu~lly unchanged. 

m m  Efforts to keep Mds from smoking should include gotting at the routs ur tila 
problem ~ e &  influeace, yarc~ital guidance (or lack thereof) end 
tcwerdbltity. We h ~ v e  tiever~1 n~ t iunu l  y ~ u t h  nun-smoking progratns in place 
to hdp reduce kids from smoking Higher taxes not only don't dincuuragc kids 
frvl~l slnukirlg, tlrey u~lftilrly pel1~1Se ~ ~ ~ L J I L B  who ~jrr G ~ ) ~ C ) R C  tn I F I I I Q ~ C ~  

9, -x& ; Al)~cjri~~'s I~ealth-care syst'cm 
costs too much and delivers too little. Congress should not buy intc) the Clintoll plalll 

While there 1s definitely a problem with thc honlthmcnrt: Jt~dusrry, tdatnil~g aniokc;rs is 
the WTOYI~  dlagnos1~~ 

-- WO doubt that a new tax is the right prescription. 

-- Smokers nren't the oeuso of tht; ~;uu~klt;y'rr l~e~lt l l  cart woes, h d  we don't 
think it will do the couol~y rnuch good to make ur uut to be scspegwta and 
Ignore the problems of frsud, wiute and abuae in the heelth-cere industry. 

Ln 
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+- we A111eric~lls I ~ R I I ) ~  want our fcder~l yovcrnrnwt ill charge of haolth 
in 

crrre? 06 

Key phrwrsr: lcr use ik:! deswibjrrg tlro Hcnlth Chre Man: , ' ,m~~~f fm~nt  R u  11 


