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Overview

s MPOWER Framework

e “"Monitor” the tobacco ) Ve ool
epidemic o

e "Protect” non-smokers
o "Offer” help to quit
e "Warn” about the harms
e "Enforce” marketing bans
e "Raise” taxes

WHO RERORT O THE CLOBAL TORACCO EPIDEANC. 2009

s Focus on:
e Where we've been
e \Where we are now
e Where we can go
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"If you knew that economics was
the 'dismal science,” why did
you become an economist?"
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Youth Smoking Prevalence
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Disparities
Adult Prevalence in Key Subpopulations,

Illinois, 2009
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Tobacco Use In lllinois

= Where have we been?

e Slow but steady progress in
reducing tobacco use in IL

= Adult & youth smoking prevalence,
cigarette consumption falling over
time

= Declines comparable to US and
neighbors

e Sharper declines in sales in neighboring states in
recent years
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Tobacco Use In lllinois

= Where are we?

e Much remains to be done:

= Over 1.8 million adults currently smoke

e Persistent racial/ethnic, socio-economic, and
gender disparities

= Nearly 160,000 high school kids currently
smoke

= Many non-smokers exposed to tobacco
smoke at home, in workplaces

= ~16,000 premature deaths each year caused
by smoking
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Tobacco Use In lllinois

= Where are we?

e Considerable economic costs

= Over $4 billion spent annually to treat

diseases caused by smoking

o Significant fraction paid by public health insurance
programs

= Another $4.5 billion in lost productivity
from premature deaths caused by
smoking
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Tobacco Use In lllinois

= Where can we go?

e Much remains to be done:

= Estimate that ~/30,000 current youth
will eventually take up smoking

= As many as 1.3 million current
Illinoisans will die prematurely from
smoking

= Health and economic burden greatest
among poor, less educated

e Effective interventions exist
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State Smoke-Free Air Policies
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Smoke-Free Air Policies

= Where have we been?

o Until last few years

= Relatively weak state policies
imiting smoking in public places,
workplaces

= State pre-empted stronger local
policies

o A few localities with existing policies
grandfathered in
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Smoke-Free Air Policies
= Where are we now?

e Pre-emption repealed in 2005
= Home-rule communities in 2005
= All communities, counties in 2006

o [ Smoke-Free Air Act adopted 2007

= Effective January 1, 2008

= 100% smoke free workplaces, bars,
restaurants, gambling establishments, and
other public places

= Most comprehensive at the time

= IA (7/08), WI (7/10) adopt similar policies,
but not as comprehensive
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State & Local Smoke-Free Air Policies

Note: Native American and Alaska Native sovereign
tribal laws are not reflected on this map.

Puerto Rico  Y-3. Virgin Island
D <=
‘
WRB: 5/10/11
FL

f “Workplace” includes both public and
\{L private non-hospitality workplaces,

including, but not imited to, offices,
. |factories_ and warehousas.

W: 100% Smokefree Workplaces w. “Restaurant” includes any attached bar

Locality Type with a 100% Smokefree WRB Law R: 100% Smokefree Restaurants

City B: 100% Smokefree Bars
County Green text: Law not yet in effect.

in the restaurant.

SD enacted a 100% smokefree
restaurant, bar, & gaming law,
State and Commenwealth Law Type scheduled to go into effect 7/1/09, but
H 100% Smokefree Workplace, Restaurant, and Bar Law

which has been suspended by a

State Law does not cover 100% Smokefree Workplaces AND Restaurants AND Bars _refen?ndum pIﬂpl_ng th_.e law on _the ballot
in 11/10, and which will not go into
effect unless approved by the voters.

Source: Americans for NonSmokers’ Rights Foundation




Impact of Smoke-Free Air Policies
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Impact of Smoke-Free Air Policies
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Smoke-Free Air Policies

s Where are we now?

e Compliance improving over time
= SFA policies generally self-enforcing

= Complaints fell 50% from 2008 to 2009;
continuing to fall in 2010

e No negative economic impact

= Any losses due to reduced patronage offset
(or more) by increased patronage from non-

smokers
= Reduces other business costs
e (leaning costs, lost productivity
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Economic Impact of IL SFA Policy
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Economic Impact of IL SFA Policy
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Smoke-Free Air Policies

= Where can we go?

e Extend protections to new venues

= Parks, beaches, outdoor dining, other
outdoor venues

= Multi-unit housing
= Cars with children

e Various localities have adopted
policies covering outdoor settings

PAS]



Offer & Warn

\ \ \ 1 \ [ 1 [ [ 1 1 T I




Comprehensive Programs
s General aims:

e Prevent initiation of tobacco use among young
= Increased prices, reduced access
= Increased antitobacco messages, reduced protobacco
e Promote cessation among young adults, adults
= Better access to cessation services
= Increased prices and strong smoke-free policies
= Increased antitobacco messages, reduced protobacco

e Eliminate exposure to secondhand smoke
= Strong smoke-free policies
= Strengthened anti-smoking norms

e Identify and eliminate disparities
= Intertwined with others; need for targeted approaches

Source: USDHHS, 2000; CDC 2007

30



Comprehensive Programs
x Components of a comprehensive program:

e State and community interventions

= Support for policy development and implementation
= Efforts to strengthen norms against tobacco
= largeted efforts to reduce youth tobacco use, disparities

e Health communication interventions
= Mass-media countermarketing campaigns
= Efforts to replace tobacco industry sponsorship/promotion
= [argeted messaging/delivery

e (Cessation interventions

= Array of policy, health system, and population-based
measures

e Surveillance and Evaluation
e Administration and Management

Source: USDHHS, 2000; CDC 2007
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State Tobacco Control Program

= Where have we been?

e Funding since 1994 for state
tobacco control program

= CDC program funding
= Private funds (RWIJF, ALF)

= State Master Settlement Agreement
revenues

e In 2002, among top ten best funded
state programs
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IL Tobacco Control Program Funding
% of Adjusted CDC Minimum Recommendation
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Comprehensive Programs

s Impact of state program funding

e Increased funding associated with:
= Reductions in overall cigarette sales
= Lower youth smoking prevalence
= Lower adult smoking prevalence

= Increased interest in quitting, successful
quitting

e Much of impact results from large scale
mass-media anti-smoking campaigns
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State Tobacco Control Program
Funding and Youth Smoking
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State Tobacco Control Program
here are we now?
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FY2010 Funding for State
Tobacco Prevention Programs

H»:m“ 4

|- HCM

ﬂ»,

e
p

States that are spending 50% or more of CDC States that are spending 10% - 24% of CDC
recommendation on tobacco prevention recomme ndation on tobacco prevention

programs. programs.

States that are spending less than 10% of CDC
recommendation on tobacco prevention

programs.

States that are spending 25% - 49% of CDC
recommendation on tobacco prevention

programs.

Source: CTFK, et al., 2009



State Tobacco Control Program

= Where are we now?

e Significant demand for cessation

~50% of smokers indicate making quit attempt in
past year

Nearly 2/3 indicate interest in quitting

e State support minimal

2% of CDC recommended funding for cessation
Quitline available — 1-800-QUIT-YES

Medicaid coverage for NRT, Chantix, Zyban (with
co-pay)

No coverage for individual/group counseling
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Calls to Illinois Quitline
2004-1IV through 2010-111
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State Tobacco Control Program

= Where are we now?? Antitobacco Media Campaign

Intensity, Per Quarter
Youth General Audience

e Almost non-existent (12-17 Years) (18+ Years)
state mass-media fans oo
public education

campaign
s Most anti-smoking Nationa National
messages coming from et JMd

30 TRPs . 138 GRPs

14 TRPs
(29%)

national campaigns
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State Tobacco Control Program

= Where can we go?

e Fund program activities at levels
recommended by CDC
= $63.3m for state/community interventions
= %$45.8m for cessation interventions
= $27.4m for health communication interventions
= $13.7m for surveillance/evaluation
= $6.8m for management/administration
= $157m total
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Tobacco Marketing

s Marketing Strategies — the 4 P’s:

e Product — design, packaging

e Price — including price promotions

o Place — availability, accessibility

e Promotion — advertising, sponsorship, etc.

s Most effective campaigns are well-

integrated across different dimensions of
marketing

Source: NCI Monograph 19
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Tobacco Company Marketing

= Where have we been?

e Tobacco company marketing pervasive
= Grew rapidly over time

= Companies adapt quickly to constraints (e.g.
TV/radio ad ban, MSA limits)

= Change in focus over time

= State/local restrictions pre-empted by federal
legislation

44
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Cigarette Company Marketing
Expenditures,
by Category, 1975-2006
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2006 Cigarette Marketing Expenditures
by Category, United States
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Price-Related Marketing:

Special Offer
65¢ off
Per Pack

Menthol
From
Nature




Price-Related Marketing:
Retail Value Added - product
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Price-Related Marketing:
Coupons
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Price-Related Marketing:
Other Value Added
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Tobacco Industry Marketing vs. Tobacco
Control Spending (in millions of dollars) —
United States, 1986-2005
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Tobacco Company Marketing

= Where are we now?

e Federal TV/radio ad ban

e MSA restrictions

= QOutdoor, transit, sponsorships, branded
merchandise, etc.

e State ban on distribution of free samples
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Tobacco Company Marketing

= Where are we now?

e Significant changes in tobacco industry

Consolidation of tobacco companies
Emergence of variety of new tobacco products

Brand extensions

Concentration of marketing effort on fewer and
fewer brands
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A cigarefte that
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risk of cancer, e
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A Step In The Right Direction.

All of the taste...
Less of the toxins.
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Tobacco Company Marketing

= Where are we now?

= Family Smoking Prevention and Tobacco
Control Act, 2009

e Gives FDA authority to regulate tobacco
products

e Candy and fruit flavored cigarettes banned
9/22/09
= Excludes menthol flavored cigarettes

= Doesn’t covered other flavored products (small
cigarettes, cigarillos, smokeless,....)
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Tobacco Company Marketing

= Where are we now?

s FDA regulation

Brand specific disclosure of product constituents
required January 2010

Restrictions on sale and marketing to youth,
April 2010

Ban on misleading descriptors, July 2010
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Product Labeling: “Replacement” Descriptors

FULL FLAVOR

e
REFRESHING MENTHO




Tobacco Company Marketing

= Where are we now?

s FDA regulation

e lLarge, graphic warning labels:
= On smokeless products, July 2010
= On cigarettes, October 2012

UNDERAGE
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T
o
o
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Lh’ " 'DISEASE
Cigarette smoke causes oral cancer,
gum diseases and tooth loss.

Health Canada

Canada
2000

El Ministerio de Salud y Desarrollo Social
ADVIERTE

LOS NINOS Y NINAS
COMIENZAN A FUMAR AL VER
ADULTOS FUMANDO

Venezuela
2005

SMOKING CAUSES
BLINDNESS

Smoking causes ireversible damage 1o the back of the
eye. This is known as macular degeneration, Central
vision is lost, blindness may follow.

You CAN quit smaking. Call Quitline 131 848, tak to
your doctor or pharmacist, or visit www.quitnow.info.au

Australia
2006

O Mirestério da Satide adverte

FUMAR CAUSA
IMPOTENCIA SEXUAL

Brazil
2002

AT ANALAII

ILENEL T
2005

=

|HKS, ERNMENT W|
| ’ - |

A { y ) /) )
SMOKING CAN ACCELERATE
AGEING OF SKIN

TAR: mg NICOTINE: mg

Hong Kong
2007

TOBACCO SMOKE CAN KILL BABIES
QUIT: 1800-438-2000

Singapore
2004

éle preguntaste
si queria fumar?

Bamiar Ay ol ol g &5
poma -‘.)‘}l).‘d'»‘

N ] $0 spa vt winix
FUPTSTL &
MAS

Uruguay
2006

Smokers

Belgium
2007

DON MIGUEL,
CHILENO, _

FUMO 20 ANOS.
PERDIO SU LARINGE
POR CANCER

Protect children:

UK
2008


http://www.smoke-free.ca/warnings/warningsimages/Hongkong/wrinkles-english.jpg

Tobacco Company Marketing

= Where can we go?

s FDA regulation

e Eliminates federal pre-emption of stronger
state, local restrictions on tobacco company
marketing

= Comprehensive marketing bans possible?

= Evidence that comprehensive bans lead to significant
reductions in tobacco use

s Effective minimum pricing policy
e Including price promotions
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Tobacco Taxation

Where have we been?

o Illinois first adopted cigarette tax in 1941
e |[ast increase 2002 to 98 cents per pack
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Tobacco Taxation

= Where have we been?

e Some significant local taxes adopted over
the years:
= Cook county - $2.00
= Chicago - $0.68
= Evanston - $0.50
= A few others <$0.50
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Tobacco Taxation

= Where have we been?

. Federal cigarette tax
« Specific (per unit) excise tax, initially adopted in
1864
« Raised during war time/lowered during peace
time
e Set at 8 cents per pack in 1951; doubled 1983

« Eventually raised to 39 cents per pack in 2002
. Less than 60% of inflation adjusted value of 1951 tax

» Significant increase — 61.66 cents — April 1,
2009

. Earmarked for S-CHIP expansion
e Other tobacco products taxes at similar rates
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Tobacco Taxation

= Where have we been?

» Other state cigarette taxes
. First adopted by IA in 1921;
. NC last to adopt in 1969
. Specific excise tax in all states

 All but PA tax other tobacco products

. Mostly ad valorem (percentage of price)
taxes
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Taxes, Prices and Tobacco Use

= Increases in tobacco product taxes and
prices:

Induce current users to try to quit
o Many will be successful in long term

Keep former users from restarting

Prevent potential users from starting

o Particularly effective in preventing transition from
experimentation to regular use

Reduce consumption among those who
continue to use

Lead to other changes in tobacco use behavior,
including substitution to cheaﬁer products or
brands, changes in buying behavior, and
compensation 70



Cigarette Prices and Cigarette Sales,
United States, 1970-2009
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Price and Cigarette Sales

Illinois, 1966-2009
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Cigarette Prices and Adult Smoking Prevalence,

United States, 1970-2008
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Price and Adult Smoking Prevalence

Illinois, 1995-2008
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Adult Prevalence

s
~

—
(Sa]

13

11
$3.25

Source:

Cigarette Prices and Adult Prevalence,
50 States & DC, 2007

¢
¢
¢ ¢
¢
¢ ¢
¢ ‘A ¢ ¢ A
3 ‘ : A ¢
¢ v ¢
:0 ¢ ‘3 ¢ ¢ *
¢ ¢
A A
¢ ¢ ¢ o[ W
¢
¢

$4.75 $5.25 $5.75 $6.25

Price per Pack

$3.75 $4.25

75

BRFSS, Tax Burden on Tobacco, 2009, and author’s calculations



Adult Prevalence

Cigarette Prices and Former Smoking Rates,
50 States & DC, 2007
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Price per pack (2/09 dollars)

Cigarette Price and Youth Smoking Prevalence,
United States, 1991-2008

$4.50 X
N 36
0—-—‘/ ‘ ’\
/0/ ‘\ 31
—_ ’ :
()
$3.75 * N\, 5
\0’ ’\ ©
(3 >
\0_0 9
/ \v \0 21 0.
/I,_-A  — ?
D A\ UE)
N — 11
\I‘—-I‘\x
\I~E
$2.25 6
1991 1993 1995 1997 1999 2001 2003 2005 2007
Year

Cigarette Price =*=12th grade prevalence 10th grade prevalence =#=8th grade prevalence

77
Source: MTF, Tax Burden on Tobacco, 2009, and author’s calculations



Tobacco Taxation

= Where are we now?

* \WWhen tax last raised in 2002:
. 98 cent per pack was 11" highest
. About 1.5 times the average state tax rate

« Currently:
. 324 among state taxes

. Majority of states have increased cigarette
taxes since 2002, some multiple times

. IL tax about 2/3 of the average state tax

. Have similarly fallen behind on other tobacco
oroduct taxes 78




State Cigarette Taxes In the US, 2010
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Cigarette Taxes, IL and State Average,
i - 1981-2009
(Oct. 2009 dollars)
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State and Federal Cigarette Taxes as a
Percentage of Cigarette Prices
IL & US, 1981-2009
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Taxes and Tobacco Product Prices Globally
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Tobacco Taxation

= Where can we go?

» Raise the state cigarette excise tax

. Getting back to 11" place would require
$2.00 per pack tax

e If raised to $2.00:

. Nearly $500 million in additional tax
revenues

. Over 65,000 adult smokers would quit
. Over 85,000 fewer kids would start

. Prevent over 65,000 premature deaths from
Smoking among current population .



Cigarette Tax and Tax Revenues

Illinois, 1965-2009
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Tobacco Taxation

= Where can we go?

* Impose floor tax when adopting tax Increases

Monthly Tax Paid Cigarette Sales, IL,FY02-FY03
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Tobacco Taxation

= Where can we go?

» Raise the state’s other tobacco product excise
taxes

. Currently 18% of wholesale prices
. By comparison, WI is 100% of wholesale price

 Tighten tobacco product definitions
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Tobacco Taxation

e Little cigars

= Taxed at lower rate

e Exempt from various product regulations related to
flavorings, packaging, marketing

= Can redefine cigarettes to include:

e “any roll of tobacco that weighs no more than four
and a half pounds per thousand (unless wrapped in
whole tobacco leaf and does not have a cellulose
acetate or other cigarette-like filter

= Redefine cigars as ¥ I
“any roll of tobacco ! |
that is not a cigarette” |
87
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Tobacco Taxation

s Other product definitions

e Non-combustible tobacco products -
redefine smokeless tobacco products
(or ‘other tobacco products’, ‘tobacco
products’ to include:

= ‘any other product containing tobacco
that is intended or expected to be
consumed without being combusted”

88
Source: Eric Lindblom, Campaign for Tobacco-Free Kids



Tobacco Taxation

= Where can we go?
 Allow for annual administrative tax increases to
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Tobacco Taxation

= Where can we go?

« Use portion of new revenues to fund state
tobacco control program

Illinois: Tobacco Revenues vs. Program
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Tobacco Taxation

= Where can we go?

« Adopt high tech tax stamp and license all
Involved in tobacco distribution

« Expand enforcement efforts

 California — only state so far; generated
additional $124 million in revenues In first 20
months
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State of Tobacco Control
In lllinois



Summary

= Harry Truman:

Give me a one-
handed economist!

All my economists
say

On the one hand......
And on the other....
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Summary

= On the one hand, some positives

« Continuing declines In tobacco use among
adults and youth

. Compare favorably to US and neighbors

e One of the most comprehensive state smoke-
free air policies in the world

. Additional local policies thanks to elimination of
pre-emption
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Summary

= On the other hand, several negatives

* Prevalence stubbornly high and persistent
disparities in tobacco use

» Woefully underfunded state tobacco control
program

« Have fallen behind on tobacco taxes
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Summary

And on the other other hand, some
opportunities

 |ncreased taxes on all tobacco products

= Inflation adjustments, high-tech tax stamps, and
Increased enforcement

= Funding for state tobacco control efforts

« Comprehensive restrictions on tobacco
company marketing
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COMPANY ECONOMIST

THE ECONOMY WILL
EITHER RECOVER OR

UNLESS TIME ITSELF
IS AN TLLUSION, IN
LIHICH CASE ALL
MATTER IS EITHER
STATIONARY OR
IMAGINED.

4

T'D TAKE QUESTIONS,
BUT I™ NOT ENTIRELY
SURE YOURE REAL.
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