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On behalf of the Campaign for Tobacco-Free Kids, | am submitting this written testimony in support of a
$1.50 per pack cigarette tax increase in HB 96, as well as equalizing the tax on all other tobacco
products. This is a tremendous opportunity to reduce tobacco use and dramatically improve public health,
while at the same time raising hundreds of millions of dollars to address budget issues and help fund vital
programs here in Ohio. | want to highlight the projected benefits to the state from the proposed cigarette
tax increase, as well as more general benefits from a tobacco tax increase, and then address some of the
claims you may hear from the opposition.

Ohio hasn’t raised its cigarette tax in a decade or its OTP tax since its inception in 1993. Since
Onhio’s last cigarette tax increase in 2015, 18 states and Washington, DC have increased their cigarette
taxes, with several states increasing their tax multiple times during that period. We are being left behind
as other states modernize their tobacco taxes to address the array of new tobacco and nicotine
products that directly target our kids.

Very simply, raising the cigarette tax by $1.50 per pack and equalizing the tax on other tobacco
products is a win-win-win for Ohio. It's a win for public health because it will reduce tobacco use and
its devastating health effects. This is the primary reason we support the tobacco tax. It's also a win for
the state budget because, despite declines in consumption, the new tax rate will raise revenues to a
higher level that will be maintained for years to come and reduce health care costs. Finally, it's a win
among voters because polls have shown that a majority of them favor increasing the tobacco tax.

Health WIN

Despite declines in tobacco use over the years, tobacco use still exacts a heavy toll on Ohio today.
According to the U.S. Centers for Disease Control and Prevention (CDC), tobacco use takes the life of
20,200 Ohioans — your mothers, fathers, brothers, sisters, friends, and other loved ones — every year.!
Businesses considering starting or expanding in Ohio are looking for a healthy workforce to keep health
care costs low, so tobacco use is an economic development issue as well.

This horrible toll will continue unless we act aggressively. Without action, over 1,600 kids in Ohio will
become regular daily smokers each year and are risking a lifetime of addiction, associated health
problems and premature death.?

By raising the state’s tobacco tax by a significant amount of at least $1.50 per pack, Ohio will reduce
smoking, and all its related devastation, especially among kids. And increasing the taxes on other
tobacco products will further drive down tobacco use. While we may not intuitively believe that $1.50 is
enough to make a difference to today’s kids, who seem to have more money than any of us ever did as
children, the data simply do not lie. When tobacco product prices go up significantly, tobacco use goes
down, especially among kids.

The science could not be clearer. Based on over 100 studies, experts have concluded that raising
tobacco taxes is one of the most effective measures we can take to reduce smoking.® The 2014 Surgeon
General’s Report, The Health Consequences of Smoking—50 Years of Progress, found that, “Raising
prices on cigarettes is one of the most effective tobacco control interventions.” In addition, the National
Cancer Institute, the CDC, the Institute of Medicine of the National Academy of Sciences, the
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World Bank, Wall Street tobacco analysts, and even the tobacco companies agree - raising
tobacco prices reduces tobacco use.®

Now there aren’t too many things that public health advocates and the tobacco companies agree on, but
this is one. And that’'s why health groups like mine support the tobacco tax increase and why the tobacco
companies oppose it.

Based on a model developed by health economist Dr. Frank Chaloupka, the Campaign for Tobacco-Free
Kids, and the American Cancer Society Cancer Action Network, a $1.50 per pack increase in Ohio’s
cigarette tax will prevent 11,800 Ohio kids from becoming smokers, encourage 43,900 current
adult smokers to quit smoking, and save 14,200 Ohioans from premature, smoking-caused
deaths.

Small tax increases of much less than a dollar per pack aren’t large enough to make an impact on health
because tobacco companies spend billions of dollars each year to nullify such small increases with price
discounts and other promotions.® For instance, after Louisiana’s 50-cent cigarette tax increase in 2015,
cigarettes were being sold in that state with 50-cent coupons attached right on the packs.

It's also important to increase the tax on other tobacco products with the cigarette tax increase to make
sure these addictive products are less affordable by kids. Nowadays there’s a huge array of candy-
flavored nicotine, like e-cigarettes and nicotine pouches, that are fueling Ohio’s youth nicotine and
tobacco problem. Keeping prices on these products high will keep them away from our kids. It's time for
Ohio to close that loophole and tax all tobacco products at equal rates.

These dramatic gains in health from a tax increase will be further enhanced if Ohio dedicates some
portion of the new revenues to tobacco prevention and cessation efforts. The 2024 Surgeon General’s
Report, Eliminating Tobacco-Related Disease and Death: Addressing Disparities, noted, “A cigarette tax
increase may have the greatest impact on reducing tobacco use when the tax increase is large and
combined with comprehensive cessation support.”” States that have invested in comprehensive tobacco
prevention and cessation programs have reduced tobacco use at rates far greater than the rest of the
country, and these declines are in addition to those caused by tobacco price increases. This is why we
also support the proposal to increase Ohio’s prevention and cessation funding to $20 million over the
biennium.

Economic WIN

Aside from the public health impact, there is another reason that states continue to increase their tobacco
taxes. Even with the declines in tobacco use that occur as a result, substantial tobacco tax
increases always result in significant revenue for the state. Simply put, every state that has raised its
tobacco tax significantly has seen revenues increase dramatically even as consumption declines.

A $1.50 per pack increase in Ohio’s cigarette tax is projected to raise over $318 million in new
revenue for the state in the first year. This estimate takes into account reductions in smoking, as well
as any tax avoidance, as a result of the tax increase. The higher tax on other tobacco products will
generate even more new revenue and benefits.

There are countless examples of higher revenues after significant tobacco tax increases from states all
over the country. In the past 10 years, 8 states and Washington, DC, passed $1.00 per pack or higher
increases in their cigarette tax rates: California, Colorado, lllinois, Maryland, New York, Oklahoma,
Oregon, and Pennsylvania. Maryland increased its tax rates more than $1.00 twice during that period —
by $1.75 and $1.25 per pack. These states vary in size, region, and circumstance, but each generated
tens or hundreds of millions in new revenue, despite declines in pack sales.
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As expected, revenues from tobacco taxes will decline over time, which is a good thing because that
means fewer people are using tobacco products. These declines will be predictable and can be offset
with additional tax increases. As shown in the chart below, Ohio’s cigarette tax revenue rose with
each tax increase in 1993, 2002, 2005, and 2015, and remained, for the most part, at the higher
levels of revenue until the next increase. The bigger declines in more recent years reflect investments
in national media campaigns such as the CDC’s national media campaign, Tips from Former Smokers,
and the FDA’s Real Cost media campaign aimed at youth, that have helped drive down smoking rates
across the country, and increased use of alternative tobacco products.

Cigarette tax revenue in Ohio, FY 1990-2023
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Source: Orzechowski & Walker, The Tax Burden on Tobacco, 2023 [industry-funded report]

Declines in tobacco tax revenue over time are more than offset by health care cost savings due to
reductions in tobacco use. After the initial increase in Ohio’s revenues following the proposed $1.50
cigarette tax increase, we would again expect revenues to decline as more people quit or cut back over
time. However, in the first five years after that increase, the state would save over $25 million in
health care costs from reductions in the costs of treating lung cancer, heart attacks, strokes, and
the effects of smoking during pregnancy. In addition, more than $714 million in health care cost
savings will accrue over the lifetime of those prevented from becoming smokers and those who quit as a
result of the tax increase.

Tobacco-related diseases amount to $6.56 billion in direct health care costs in Ohio each year, much of it
borne by taxpayers.® Whether they smoke or not, each Ohio household pays $1,240 per year to
cover these tobacco-related health care costs. Reducing tobacco use through a significant tobacco
tax increase like the proposed $1.50 increase will have a considerable impact on decreasing the heavy
economic toll of tobacco in this state. And investing some of the revenue in cessation and prevention
programs would amplify the reductions.

Political WIN

With these fiscal and health benefits, it is no wonder that polls have historically shown that a majority of
voters favor increasing the tobacco tax. So the tobacco tax is not only a win for the state’s health and its
budget; it is also a political win for its supporters.

Opposition Arguments

As you debate this issue, you will hear a lot of talk about cigarette smuggling, or how smokers will avoid
the new tax through cross-border sales, which opponents argue will lead to lost business, higher
unemployment, and substantial amounts of new revenue for the states bordering Ohio. Of course, these
claims are overblown.
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Cross-Border Sales.

We do not pretend that tax avoidance is non-existent. Indeed, there will be some who try to avoid paying
the increased tax. But while some of this will occur, tax avoidance will be nominal, short-lived for most,
and will not come anywhere near offsetting the tremendous benefits of the tobacco tax increase.

The tobacco industry and its allies will no doubt be pushing this message to oppose this tax increase. For
instance, the Mackinac Center for Public Policy, along with the Tax Foundation, issues an annual report
claiming to quantify the level of illegal cigarette sales across state borders. There are many reasons to be
skeptical of these claims. Both groups have a long history of receiving funding from tobacco companies
such as Altria (the makers of Marlboro cigarettes), so it's no surprise that they would release something
that reflects the position of their funders. In fact, the National Research Council and Institute of Medicine
comprehensively reviewed the evidence on tobacco smuggling in the U.S. and found that “industry-
sponsored estimates of the size of the illicit market tend to be inflated. More generally, concerns
have been raised about the quality and transparency of industry-funded research on the illicit
tobacco trade.”®

When you hear claims of smuggling, tax evasion and potential for lost revenues, it is helpful to look at the
dozens of tax increases over the years and the data showing how much revenue the state received
before and after the cigarette tax increases. Time and time again you will see that the state that raises its
tobacco tax does better than a neighboring state that does not.

After Maryland’s $1.75 per pack cigarette tax increase in 2021, its cigarette tax revenue increased by
43.3%, while revenue declined in Delaware, Pennsylvania, and West Virginia. Only Virginia's revenue
increased during that period, and that was because Virginia itself had increased its cigarette tax rate less
than a year before Maryland’s increase.*°

In Minnesota after increasing their cigarette tax by $1.60 per pack in 2013, the tobacco industry paid for a
study claiming that Minnesota’s 2013 tax increase led to increases in sales across the border from
Minnesota and reductions in employment. A report released by Dr. Lisa Mattson, Director of the Women'’s
Clinic at Boynton Health Service at the University of Minnesota, Dr. Frank Chaloupka, a prominent health
economist and professor at the University of lllinois at Chicago, and Dr. Raymond Boyle, Director of
Research Programs at ClearWay Minnesota, concluded that the tobacco companies’ report, “. . . is
consistent with the industry’s past efforts to fight tobacco price increases. It fails to meet accepted
standards for economic research, and a quick look at real-time data suggests the report’'s assumptions
and conclusions are not based on the actual experiences in Minnesota and its border states.”*!

Here are the facts about what happened after Minnesota increased their cigarette tax. On July 1, 2013,
Minnesota increased its cigarette tax by $1.60 per pack. The increase gave Minnesota a tax rate of $2.83
— more than one dollar per pack higher than two of its four neighboring states (lowa and South Dakota)
and more than two dollars higher than North Dakota.

As a result of the increase, Minnesota received more than $204 million in new revenue (a 56%
increase) in the first 12 months, while its neighboring states with lower cigarette tax rates barely
benefited. In nearby lowa and Wisconsin, revenues and cigarette sales actually decreased during that
time, while North Dakota and South Dakota’s revenues only increased by 7.9 percent ($1.7 million) and
0.5 percent ($285,444), respectively.'?

Bottomline: Minnesota took in more than $200 million in new revenue while North Dakota and
South Dakota brought in a small fraction of that amount — only $2 million, combined, in new
revenue — despite a $1.60 per pack tax increase right next door.® Further, at that time, data from
the Minnesota Department of Employment and Economic Development showed very low rates of
unemployment in Minnesota counties near bordering states.

Based on these examples, it’s clear that the state that increases its tobacco taxes is reducing smoking,
saving lives, and lowering health care costs, all while increasing revenue, while neighboring states will
have only minimal revenue gains, if any, and even fewer public health gains.



Testimony of Carrie Arblaster, in Support of Tobacco Tax Increases Included in HB 96 Page 5

Impact on Businesses and Employment.

The convenience store industry is yet another ally of the tobacco industry that fights proposals to increase
the tobacco tax.* While their lobbyists claim that stores will lose substantial revenue and be forced to
close as a result of any tax increase, published research shows just the opposite. A national report
looking at over 20 years of data in the U.S. found that while cigarette sales have declined, the
number of convenience stores, inside-store sales revenues, cigarette sales revenues, and profits
have all generally increased.'® These findings are consistent with a large body of research that shows
that policies that reduce tobacco use do not have a negative impact on the economy, including on the
number of convenience stores and tobacco retailers.® When people stop purchasing tobacco products,
they will continue to buy other products in the state, which contribute to the state’s economy, including
profits for small businesses. For instance, a pack-a-day smoker in Ohio can use the $3,500 per year they
would have spent on cigarettes for other purchases or services.

And don’t forget that reducing tobacco use among Ohioans means a healthier work force. Productivity
losses from smoking-caused premature death or ilinesses that impact the ability to work (i.e.,
absenteeism, non-productivity at work, and inability to work due to disability) in this state
amounts to over $14.3 billion per year.” As companies look to move or open here, Ohio needs to
show them that this state is serious about healthy living to support productive employees.

Impact on Lower-Income Populations.

Those who tell you that atobacco tax increase is regressive somehow ignore the fact that tobacco
itself exacts a disproportionate toll on the health of lower income families —that is what’s
regressive.

The higher smoking rates among lower-income groups means they suffer disproportionately more from
smoking and pay more in health care costs. Former Secretary of the U.S. Treasury, and co-chair of the
Task Force on Fiscal Policy for Health, Larry Summers, stated, “An ethical judgment about taxing harmful
products cannot rely on the question of tax regressivity alone. Rather, it requires consideration of all the
effects, including the associated health benefits, externalities, and health-care costs.”*®

Economic studies and reports from the CDC, the National Cancer Institute, the World Health
Organization, and the International Agency for Research, show that lower-income smokers are price-
sensitive and more likely to quit smoking in response to a price increase than higher-income smokers.*°

The 2024 Surgeon General's Report, Eliminating Tobacco-Related Disease and Death: Addressing
Disparities, concluded, “The evidence is sufficient to conclude that increases in tobacco product prices
will reduce tobacco use to a greater extent among people of lower SES than they do for people of higher
SES." That is a major benefit for low-income families.

In addition to encouraging more smokers to quit, the $1.50 per pack cigarette tax increase will save the
state nearly $17 million in smoking-caused Medicaid costs over five years. These gains would be
magnified with the proposed increase in Ohio’s prevention and cessation funding to $20 million over the
biennium.

Remember, this is the industry that said, “We don’t smoke that s_ _ _. We just sell it. We reserve
the right to smoke for the young, the poor, the black and stupid.”?! The tobacco industry heavily
targets their products to vulnerable low-income Americans to get them addicted to these deadly products
and then tries to claim that they’re looking out for them. In a 2015 report, Wall Street analysts celebrated
the tobacco industry’s opportunities to “drive” tobacco sales among those they call “lower-income
consumers — i.e. the tobacco consumer.”?? It is hypocritical for the tobacco industry to claim that
they oppose tobacco tax increases out of concern for the lower income population, while at the
same time targeting them to increase sales and maximize profits.
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How many reasons do we need to raise the tobacco tax?

Several examples of states increasing revenue despite a decrease in tobacco sales were included in this
testimony — Ohio’s own experience, the $1.75 increase in Maryland, and the $1.60 increase in Minnesota,
and more examples could be provided, if needed. There is nothing unexpected in these results. This is
what always happens when a state increases its tobacco tax — cigarette sales go down, tobacco tax
revenue goes up, retailers complain, and the tobacco companies mislead.

Because our opponents know that increasing the tobacco tax is good for Ohio and bad for tobacco sales,
they will make up or exaggerate reasons to oppose it. Those who tell you it won’t reduce smoking are
ignoring the science and the conclusions of experts all over the world. Those who tell you it won’t raise
revenue are denying the real-world experience of every single state that has increased its tobacco tax
significantly.

The bottom line is that a significant tobacco tax increase is a health win and a revenue win. The
difference between us and the industry (and its allies) is that we think the decline in tobacco sales is a
good thing, while the industry thinks it's a bad thing.

So how many reasons do we need to raise the tobacco tax by $1.50 per pack?

e |sit 11,800 — the number of Ohio kids whom the tax increase will keep from becoming smokers?
e |sit 14,200 — the number of premature deaths that will prevented by increasing the tobacco tax?
e Isit $318.8 million — the amount of new cigarette revenue produced by the tobacco tax increase?

This is indeed a great opportunity to select the proposal that will yield the greatest benefit, by increasing
the tobacco tax by $1.50 per pack or more. While you are making many difficult decisions for Ohio, this
should be an easy one. How many times are you presented with a proposal that will save thousands of
lives, that will not cost a penny, but will in fact raise tens of millions of dollars in much-needed revenue for
Ohio and has the support of voters?

It's time to raise the tobacco tax in Ohio by a meaningful amount. Ohioans deserve no less.

Thank you.
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