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MEMORANDUM
TO: Senate Committee On Taxation
DATE: April 8, 2003
RE: Opposition To Cigarette Tax Born From Industry Self-Interest

A Higher Cigarette Tax is a Win-Win-Win Solution

1325 E. HARMON AVENUE
LAS VEGAS, NV 89119-5937
P. 702-798-6877 X135

F: 702-798-0530

-

As Nevada’s leaders debate how best to balance the state budget and fund vital
programs, one solution — increasing the state’s cigarette excise tax - stands out
as good fiscal policy, good public health policy, and good politics. In short,
increasing the tobacco excise tax is a win-win-win solution. Across the country,
a growing number of governors and legislatures from across the political
spectrum are realizing that an increase in their cigarette tax will (1) raise
substantial revenue, (2) reduce smoking rates and smoking-caused health care
costs, and (3) win broad support from voters. The only losers are the tobacco
companies themselves.

We urge you to support the increasing of Nevada's cigarette tax. And, we
want to take this opportunity to provide you with additional information to
counter the tobacco industry and their allies’ attempts to raise inaccurate
arguments against cigarette tax increases.

M]SINFORMATION — Higher cigarette taxes increase illegal smuggling.

COUGHING UP THE TRUTH ~ Increasing tobacco excise taxes ALWAYS
increases state revenues! The tobacco industry uses the threat of a black
market for smuggled cigarettes as a scare tactic to block excise taxes. Every
single state that has raised its cigaretie taxes has experienced increased cigarette

~ tax revenue despite the smoking declines associated with the tax increase and

despite any so-called increases in cigarette smuggling or other forms of tax-
avoidance purchases. Moreover, a recent study in the journal “Health
Economijcs” found that cigarette smuggling and tax-avoidance purchases
account for no more than five percent of total cigarette sales, including
purchases by smokers who go over state borders to obtain lower prices.

The problem of cigarette smuggling and tax avoidance is not caused by states
raising their cigarette tax rates, but by the incredibly low cigarette tax rates still
charged by a handful of states. If the low-tax states, like Nevada, raised their
cates to those of surrounding states, the supply of low-cost cigarettes for
interstate smuggling would disappear. As a bonus, these low-tax. states would
also gain substantially more revenue from increasing their cigarette taxes than
they currently get from smuggling.
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