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OTP State Data Profile Page Sample

California

Table 1: Other Tobacco Product Taxation

OTP Taxed? No Yes

If yes, which products are taxed as of January 1, 2014? v Yes Blank No -~ Not Applicable/Addressed

R Reds o1 axed? Is{:‘l:ze(‘;(jgf f‘
Cigars v ‘With OTPs v
Cigarillos v v ‘With OTPs ‘With OTPs v
Little Cigars v v With OTPs Cigarette Tax Type Changed
Pipe Tobacco v v ‘With OTPs ‘With OTPs v
Roll-Your-Own Tobacco v v With OTPs With OTPs 12
Dry Snuff v v ‘With OTPs With OTPs v
Moist Snuff v v ‘With OTPs With OTPs 12
Snus v v With OTPs With OTPs v

keless Tobacco G 11y v v ‘With OTPs ‘With OTPs v
Dissolvables v v With OTPs With OTPs v
E-cigarettes No - - - - Not applicable

4 Rate Decreased + Rate Increased <= No Change

Table 2: Summary of Cigarette and OTP Tax Rates, Selected Years, 2005-2014

Product 05 08 11 2014
Cigarettes $0.87/208 $0.87/20 8§ $0.87/20 8§ $0.87/208
Cigars 46.76% WC A 46.76% WC A 33.02% WC A 29.82% WC A
Cigarillos 46.76% WC A 46.76% WC A 33.02% WC A 29.82% WC A
Little Cigars 46.76% WC A $0.87/20 8 $0.87/208§ $0.87/20 8§
Pipe Tobacco 46.76% WC A 45.13% WC A 33.02% WC A 29.82% WC A
Roll-Your-Own Tobacco 46.76% WC A 45.13% WC A 33.02% WC A 29.82% WC A
Dry Snuff 46.76% WC A 4513% WC A 33.02% WC A 29.82% WC A
Moist Snuff 46.76% WC A 45.13% WC A 33.02% WC A 29.82% WC A
Snus 46.76% WC A 4513% WC A 33.02% WC A 29.82% WC A
Smokeless Tobacco Generally 48.89% WC A 45.13% WC A 33.02% WC A 29.82% WC A
Dissolvables 48.89% WC A 45.13% WC A 33.02% WC A 20.82% WC A
E-cigarettes = == = =
A Ad Valorem; § Specific; — Not taxed; WC=Wholesale Cost.
Wholesale Cost
wC "....the cost of tobacco products to the distributor prior to any di ortrade all " (CAL. REV. & TAX CODE § 30017)
Tobacco Product Taxation Across the States | b ics.org | Twitter: @tob i 32
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OTP Appendix Sample

Table A-2. State Cigar Taxation Laws, Selected Years 2005-2014
¥ Yes  Blank No
‘W/ OTP (With other OTPs); Std. Al (Stand-alone definition/taxation); CP (Cost Price); DP (Distributor’s Price); ea (each); MIP
(Manufacturer's Invoice Price); MLP (Manufacturer’s List Price); MP (Manufacturer’s Price); MSP (Manufacturer’s Sales Price); PV (Product
Value); PP (Purchase Price); TSP (Taxable Sales Price); WC (Wholesale Cost); WCP (Wholesale Cost Price); WPP (Wholesale Purchase Price);
'WSP (Wholesale Sales Price); WP (Wholesale Price)
| How | How 2008
I() :_‘F:I,I;; : (I;,\: :‘, Valt:\r gem Specific an?:e m  Specific vl;; gem Specific an?) ‘:em Specific
Std. Al $0.006 ea $0.006 ea $0.006 ea $0.006 ea
v W/ OTP | W/ OTP 75% WP 75% WP 75% WP 75% WP
v W/OTP  Std. Al $0.13ea $0.218 ea $0.218 ea $0.218 ea
v W/ OTP = W/OTP = 32%MSP 32% MSP 68% MSP 68% MSP
v W/ OTP  W/OTP  46.76% WC 46.76% WC 33.02% WC 29.82% WC
v\ | WOTP | WOTP | 40%MLP 40% MLP 40% MLP 40% MLP
v W/OTP  W/OTP = 20%WSP 20% WSP 27.5% WSP 50% WSP
v W/ OTP | W/ OTP 15% WP 15% WP 15% WP 15% WP
v\ | WOTP  Std AL 23%WCP 23% WCP 23% WCP 23% WCP
v’ | WOTP | StdAL | 40%WP 40% WP 50% WP 50% WP
v W/OTP  W/OTP  40%WSP 40% WSP 40% WSP 40% WSP
v’ | WIOTP | WOTP | 18%WP 18% WP 18% WP 36% WP
v\ WOTP  WOTP  18%WP 24% WP 24% WP 24% WP
v\ | WIOTP | WOTP | 22%WSP 50% WSP 50% WSP 50% WSP
v W/ OTP = W/OTP = 10%WSP 10% WSP 10% WSP 10% WSP
v W/ OTP = W/ OTP 7.5% WSP 15% WSP 15% DP
v Std. Al Std. Al 20% MIP 20% MIP 20% MIP 20% MIP
v\ | WOTP | WOTP | 16%WSP 20% WSP 20% WSP 20% WSP
v’ | WOTP  StdAL  15%WP 15% WP 15% WP 70% WP
v Std. Al. = W/ OTP 30% WP 30% WP 30% WP 40% WP
v W/ OTP =~ W/ OTP 32% WP 32% WP 32% WP 32% WP
v W/ OTP | W/OTP = 35%WSP 70% WSP 70% WSP 95% WSP
v\ | WIOTP  WOTP  15%MLP 15% MLP 15% MLP 15% MLP
v’ | WOTP | WOTP | 10%MIP 10% MIP 10% MIP 10% MIP
v W/ OTP W/ OTP 25% WP 50% WP 50% WP 50% WP
Tobacco Product Taxation Across the States | wiwnw. tobacconomics.org | Twitter: @tobacconomics 87

Table A-2. State Cigar Taxation Laws, Selected Years 2005-2014

v Yes k No
W/ OTP (With other OTPs); Std. AL (Stand-alone definition,/taxation); CP (Cost Price); DP (Distributor’s Price); ea (each); MIP
(Manufacturer's Invoice Price); MLP (Manufacturer’s List Price); MP (M s Price); MSP ( Sales Price); PV (Product

Value); PP (Purchase Price); TSP (Taxable Sales Price); WC (Wholesale Cost); WCP (Wholesale Cost Price); WPP (Wholesale Purchase Price);
'WSP (Wholesale Sales Price); WP (Wholesale Price)

2008

How How

[() ;lr:lll;; : (I:::,‘ _:') an?:e = Specific ani: im Specific Val‘: gem Specific Vll‘l‘) ‘:em Specific
v W/OTP | W/OTP 20% PP 20% PP 20% PP 20% PP
v W/ OTP W/ OTP 30% WP 30% WP 30% WP 30% WP
v W/ OTP = W/ OTP 65.08% WSP 65.03% WSP

NJ v W/ OTP = W/ OTP 30% WP 30% WP 30% WP 30% WP

Nl v WOTP | WOTP | 25%PV 25% PV 25% PV 25% PV
v’ WOTP  WOTP  37%WP 37% WP 75% WP 75% WP
v W/ OTP = W/ OTP 2% CP 10% CP 12.8% CP 12.8% CP
v Std. Al Std. Al 28% WPP 28% WPP 28% WPP 28% WPP

OH v W/OTP | W/OTP 17% WP 17% WP 17% WP 17% WP
v Wi OTP Std. Al $0.12ea $0.12ea $0.12ea $0.12ea
v’ | WOTP  WOTP | 65%WSP 65% WSP 65% WSP 65% WSP
v Std.Al. | W/OTP = 30%WC 40% WC 80% WC 80% WC
v W/OTP ~ W/OTP 5% MP 5% MP 5% MP 5% MP
v’ | WOTP  WOTP & 10%WPP 35% WPP 35% WPP 35% WPP
v WOTP WOTP 6.6%WCP 6.6% WCP 6.6% WCP 6.6% WCP
v WOTP | Std.AlL $0.011 ea $0.011 ea $0.011 ea $0.011ea
v W/ OTP =~ W/ OTP 35% MSP 35% MSP 86% MSP 86% MSP
v | WOTP | StdA. & 41%WP 1% WP $2.00 ea $200ea
v’ WOTP  WoOTP 10% MSP 10% MSP 10% MSP
v WOTP  WOTP 12942%TSP. 75% TSP 95% TSP 95% TSP
v W/OTP W/ OTP 7% WP 7% WP 7% WP 7% WP
v W/ OTP | W/OTP 25% MLP 50% MLP 71% MLP 71% MLP
v Std. Al W/OTP  20%WPP 20% WPP 20% WPP 20% WPP

Tobacco Product Taxation Across the States | wiww. tobacconomics.org | Twitter: @tobacconomics 88




OTP Fact Sheets

State Dry Snuff Taxation Laws, Selected Years 2005-2014
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State Dry Snuff Taxation Laws, Selected Years 2005-2014

¥ Yeu lank No
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As of J; 1, 2014, dry snuff’
‘was taxed in 49 states
‘Washington, D.C. (hereafter
referred to as “states”). Thirty-
seven states taxed dry snuffon an
ad valorem basis, the remaining 13
states levied a specific tax on dry
snuff on a per ounce basis.

‘Ad Valorem Excise Taxes on Dry
Snuff

« Asof January 1, 2014, the ad
valorem tax rate on dry snuff
ranged from 5% of the
manufacturer’s price (in South
Carolina) to 210% of the

‘The mean ad valorem dry snuff’
tax rate increased from 31.28%
(in 43 states) in 2005 to
43.39% (in 37 states) in 2014.

Specific Excise Taxes on Dry Snuff

w
v
wom | W s
worll State Dry Snuff Taxation Laws, Selected Years 2005-2014
wom | W
worP | § Introduction
wor | ¥ Dry snuffis ground or pulverized non-combustible
wor ¥ tobacco tha is meant to be ingested through the nose.
Itis sold in small tins , and is availabl
wom | ¥
avariety of flavors.
p—
WO | ¥ “This fact sheet documents the variability in dry snuff
worrlll tobaceo taxation across the 50 states and the District of
Columbia, as of January 1 for selected years between
worlly 2005 and 2014. Data on state dry snuff tax rates were
wor | 4 compiled through primary legal research into each
wor | 4 state’s statutory and administrative codes, using the
woal commercial legal research services, LexisNexis and
Westlaw. The data were verified through secondary
worP il sources, and in some cases through telephone or email
Smobsiess ST consultation with given state Department of Revenue
wor |sn officials.
o A companion charthook and complete data files listing
" the dry snuff tax rates from January 1, 2005 through
wor | January 1, 2014 in all 50 states and Washington, D.C. is
| available through the Tolicconomics website.
wor | ¥
wom | W
- Julen
wor | ¥ Lakter, nd Pk, Chalonpl L
Seloctod Years 2005 2014~ Fact Sheet. Chicago, 1L
h

Avallable:

number UoiCAL54248).

Pt Crudb: s il s Mark Mthoskan v
L L1 b o Brad

Twitter: @tobacconomics

«  Asof January 1, 2014, the
‘specific tax rate on dry snuff
ranged from $0.01 per ounce:
(in Alabama) to $2.02 per
ounce (in Maine).

«‘The mean specific dry snuff tax
rate increased from $0.29 per
ounce (in 4 states) in 2005 to
$0.96 per ounce in 2014 (in 13
states).

wics.ory | Twitters o tobac

State Cigarillo Taxation Laws, Selected Years 2005-2014
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State Cigarillo Taxation Laws, Selected Years 2005-2014
¥ Yex Blank No
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woTP.
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v
v
v
v | wom |y
v
v
v Introduction

wor |
Acigarillo is a short {usually 3 to 4 inch) and narrow cigar
that usully contains ~3 grams oftobacco and is typically
unfiltered. Cigarillos typically weigh more than 3 pounds
per 1000 and are classified as “large” cigars by the federal

State Cigarillo Taxation Laws, Selected Years 2005-2014

As of January 1, 2014, cigarillos were

taxed in 48 states. The majority of
i d

v |woie tax code.» They sometimes contain lower-q x
v | =an | and are therefore sold at lower prices than cigars. valorem basis (44 states); the
- Twc remaining 4 states levied a specific tax

“This fact sheet documents the variability i cigarillo taxation on cigarillos.
v | wom |y across the 50 states and the District of Columbia, as of

January 1 for selected years between 2005 and 2014. Data Ad Valorem Excise Taxes on
v |worlm on state cigarillo tax rates were compiled through primary Cigarillos
v | wom |y Iegal rescarch into cach o Asofd 1,2014, the ad

codes, using the commercial legal research services, valorem tax rate on cigarillos.
Y |wosy LexisNexis and Westlaw. The data were verified through ranged from 5% of manufacturer’s
v | wom |y secondary sources, and i

] email consultation with given state Department of Revenue of the taxable sales price (in

Y | =N officials. Washington) and 95% of the
v | wor |y wholesale sales price (in

A companion chartbook and complete data files listing the Minnesota).
v wor ||

cigarillo tax rates from January 1, 2005 . . d valorem cigarilk
METTR 2014 n all 50 states and Washington, D.C. is available rate increased from 28.31% (in 41
=1z through the Tobacconomics website. states) in 2005 10 39.85% (in 44

wor || .
states) in 2014.
Yt ot | Mlhrr—-u—ﬁmh«m
7 Tworill 1ok sk Specific Excise Taxes on Cigarillos
o AsofJanuary 1, 2014, the specific
v | wom |y erembrotesti =) tax rate on cigarillos ranged from
ch (in Albama) t

bacec

The
rate inereased from $0.04 each in
=

Sugo.

“ad sk J. Chulouphn. State Cigarill Taxurion Lo,
2008 0014 P Shoet. mu—-—r---u—-s.
Healh Kovorch and o Pubin Healh
Chicago 2ous, Avedable: Lo
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in 2014 (in 4 states).
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OTP State Profiles Sheets

Table 1: Other Tobacco Product Taxation

OTP Taxed? No

\'s.

If yes, which products are taxed as of January 1, 20147

A

v e A No == Not Applicable/Addressed

Type of Tax How

Cigars v v
Cigarillos v v
Little Cigars v

Pipe Tobacco v v
Roll-Your-Own Tobacco v v

Massachusetts

Table 1: Other Tobacco Product Taxation

e

OTP Taxed? No

If yes, which products are taxed as of January 1, 20147 v Ya i No == Not Applicable/Addressed

Cigars v Stand-alone  WithOTPs *
Cigarillos. v v Stand-alone  With OTPs. +
Little Cigars v v Cigarotte  Cigarotto +
Pipe Tobacco o v With OTPs With OTPs *
Roll-Your-Own Tobacco v v WRhOTPs Wit OTPs +
Dry Snuff v v WihOTPs  WithOTPs +
Moist Snuff. v v WithOTRs  Smokeloss »
Snus v v WihOTPs  Smokeloss +
Smokeless Tobaceo Generally v/ v WihOTPs  Smokelass +
Dissolvables No - - - Not applicable
E-cigarettes No - - - - Not applicable

 Rate Decreased 4 Rate lncreased € No Change

Table 2: Summary of Cigarette and OTP Tax Rates, Selected Years, 2005-2014

$151/208 $151/208 $251/20§ $351/208
30% WPA 30% WPA 30% WP LA 0% WP A
30% WPA 30%WPA 0% WP A 0% WP A
Little Cigars $151/208 $151/20§ $251/20§ $351/20§
Pipe Tobacco 30%WPA 20%WPA 0% WPA 0% WP A
Roll-Your-Own Tobaceo 30%WPA 30%WPA 0% WPA 40% WP A
Dry Snuff 0% PPLA 90%PPLA 90% PPLA 2106 PPLA
Moist Snuff 0% PPLA 90%PPLA 90% PPLA 210% PPLA
Snus 90%PPLA 90% PPLA 90% PPLA 210% PPLA
Smokeless Tobaceo Generally — 60% PPL A 90%PPLA 90% PPL A 210% PPLA
Dissolvables - - - -
E-cigarettes - - - -
A Ad Valorem; § Specific; — Not taved; WP= ; PPL- by L Unclassified.
Wholesale Price Price Paid by Licensee
wp [T, e PSIIR ;texoe mposd b et sl el
wholesale vabie of these products;” (MASS. GEN. 160 per cent of the price pud by such lieensse ot
LAWS ANN. ch. 64¢, 7b) W gy
: > tobacco..” (MASS. GEN. LAWS ANX. ch 6.C, §6)
“Underined lmguage indicates the unt of analyss
Tobaceo Product Taxation Across the States | 1w tobacconamics.ong | Twitter: & tobaccanomics

pocih Defined?

WihOTPs  WithOTPs *
WithOTPs  WithOTPs +

v WehOTPs  Cigarotte  TaxType Changod
With OTPs. With OTPs. *
WRhOTPs  WithOTPs »

v WithOTPs ~ Stand-alone  TaxType Changed
WithOTPs  Stand-alone  TaxType Changed
WithOTPs  Stand-alone  TaxType Changed

| WRhOTPs  WithOTPs +
- - Not applicable
- - Not applicable

L¢ Rate Decreased 4 Rate Increased €3 No Change

tes, Selected Years, 2005-2014

$435/20§
75% WP A
75% WP A
$4.35/20§
78% WP A
75% WP A
$200/0z§
$2.00/025
$2.00/02.§
75% WP A

ies.org | Twitter: & tobacconomies

Twitter: @tobacconomics

Table 1: Other Tobacco Product Taxation

OfPTaxed?  No & - |

If yes, which products are taxed as of January 1, 20147 v Ya

Type of Tax How

ot Applicable, Addressed

i Defined?

Cigars. % v With OTPs
Cigarillos v v With OTPs
Little Cigars v Y WihOTPs
Pipe Tobacco v v With OTPs
Roll-Your-Own Tobaceo v v With OTPs
Dry Snuff v
Moist Snuff v
Snus v
Smokeless Tobaceo Generally ¥
Dissolvables v
E-cigarettes N

Table 2: Summary of Cigare!
OTP Taxed? No

duct

Cigarettes B
at Product
a
Little Cigars a Clgars
Pipe Tobacco ] Cigarillos
Roll-Your-Own Tobacco at Little Cigars
3"3“ S:ZN | BleaTobsero
e # RollYour-OwnTobacco
us. at
Smokeless Tobacco Generally  4f Dry Snuff
Dissolvables v Moist Snuff’
E-cigarettes Saim
A Ad Valorem; § Specific; — Not taxed; WC=Wh Smokeless Tobaceo Generally
Dissolvables
Wholesale Cost I Eclgarottse
ALOIN - . ot of tobacco product

With OTPs
With OTPs
Cigarotte
With OTPs
With OTPs.

Taxed?

~BNESENCUENESENENEREN

&

<

Table 1: Other Tobacco Product Taxation

.

If yes, which products are taxed as of January 1, 20147

v Ya k No

How
Defined?
WRhOTPs  WithOTPs
WithOTPs  With OTPs
Stand-alone  Cigarette
WithOTPs  WithOTPs
Cigarette. Cigarette
WithOTPs  With OTPs
WithOTPs ~ Moist Snuf
WithOTPs  Moist Snuf
WithOTPs  With OTPs
With OTPs

With OTPs

== Not Applicable/ Addressed

Rate Change
.
.

‘TaxType Changed
.

TaxType Changed
+
TaxType Changod
TaxType Changod
+

*
Not applicable

& Rate Docreased 4 Rate Increased ¢ No Change

Table 2: Summary of Cigarette and OTP Tax Rates, Selected Years, 2005-2014

Cigarettes $1425/20 §
Tobacco Product Taxation Across Cigars 129.42% TSP A
Cigarillos 129.42% TSPA
Little Cigars 129.42% TSP A
Pipe Tobacco 129.42% TSP A
B
Dry Snuff 129.49% TSPA
Moist Snuff 129.42% TSPA
Sous 129.42% TSPA
Smokeless Tobacco Generally — 120.42% TSP A
Dissolvables -

E-cigarettes

$2025/20§
7B%TSPA
75%TSP A
75%TSP A
75%TSP A
75%TSP A
ZUTSPA
75% TSP A
7%TSP A
75% TSP A

A Ad Valorem; § Specific; — Not taved; TSP=Tavable Sales Price; ea-each; oz=ounce. «

$3.025/20 §
95%TSPA
95%TSPA
$3.025/20§
95%TSPA
95%TSPA
95%TSPA
$2.526 0§
$2.105/02§
95%TSPA
95%TSPA

$3025/20§
95% TSP A
95%TSPA
$3025/20§
95N TSPA
$1.68/025
95NTSPA
«S2526ea§
$2.105/02§
96%TSPA
95N TSPA

24 RCWm

g
*(Wash. Reu. Code.

g e
Taxable Sales Price
TSP K P payer pur " (WASH. REV.CODE ANX. § 82 26.010)
Tobaceo Product Taxation Across the States | wwcae. fobaccononics.org | Twitter: & tobaccononics
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Addt’l Chartbook Companion Materials

Figure 10. Comparison of State Cigarette and Little Cigar
Specific Excise Tax Rates per Pack of 20 by Year

—+—Maximum State Cigarette Tax Rate

—+Maximum State Little Cigar Tax Rate*

—*—NMean State Cigarette Tax Rate (All States, N=51)

=—Mean State Cigarette* Tax Rate (In ONLY states taxing little cigars/pack of 20)

—#—Mean State Cigarette Tax Rate (In ONLY states NOT taxing little cigars/pack of 20)
8450 1 _o-Mean State Little Cigar Tax Rate* (Taxing States)
$4.00 -

$3.50 -
& $3.00 -
S
o
x 5250

©
§900 s 9
& 8150 - o N ——a $1.53
$0.88 —X $1.18
$1.00 0 65 jmmmerms
s0.50 2067

$0.38
$0.00
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

$2.46

*# states
taxing litle = 8 9 1 12 14 17 19 20 20 22
cigars

Figure 11. Comparison of Federal and Mean State Specific
Tobacco Product Excise Taxes, 2014

$3.00
Mean rate in states
with ABOVE mean
$2.50 cigarette tax rate

$2.00
= Mean rate in
5 states with AT or
i $1.50 BELOW mean
Py cigarette tax rate
$1.00
$0.50

Cigarette Litle Cigar  Cigar RYOT  MoistSnuff Dry Snuff  Snus  Smokeless Dissolvables
(pack of 20) (pack of 20)  (each)  (each) (ounce) ) (ounce)  (ounce)  (ounce)  (ounce)  (ounce) (ounce)

==

Twitter: @tobacconomics
i e

Additional resources released
alongside the OTP
chartbook

Those resources include:

- Slide deck to accompany
the chartbook focused on
slides from the national
overview section

- Full Dataset (2005-2014)
- Codebook
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Figure 1. Number of States Taxing Each of
the 11 OTPs (January 1, 2005 and 2014)
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Figure 2. OTP Tax Categorizations (as of
January 1, 2014)

® Stand-alone ®With OTPs mCigarette Smokeless Moist Snuff

E-Cigarettes
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Smokeless
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Figure 3. States Applying Ad Valorem vs.

Specific Taxes by Product (January 1,

2005)
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Figure 4. States Applying Ad Valorem vs.

Specific Taxes by Product (January 1,

2014)
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Figure 5. Number of 100TPs
OTPs Taxed Ad Valorem I 7-90TPs  Number

46 OTPs o1y
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Table 1. National Averages*: Ad Valorem
Taxes (%age) by OTP Type

January 1, 2005 January 1, 2014

# #
OTP states Mean SD Min Max states Mean SD Min Max

Little Cigars 37 28.89 23.06 2.00 129.42 28 30.87 2169 6.60 75.00

Cigars 41 2831 2204 200 129.42 43 38.63 26.11 5.00 95.00
Cigarillos 41 2831 2204 200 129.42 44 39.85 27.03 5.00 95.00
Pipe 44 2957 2280 200 12942 46 4127 2798  5.00 95.00
RYOT 42 2060 2335 200 129.42 39 37.06 26.08 5.00 95.00

Moist Snuff 42 3143 2479 2.00 12942 26 42.63 43.51 5.00 210.00

Dry Snuff 43 31.28 2451 200 12942 37 43.39 39.31 5.00 210.00
Snus 42 3143 2479 200 12942 27 4456 4384 500 210.00
Smokeless 44 31.07 2432 200 12942 43 4587 38.02 5.00 210.00

Dissolvables 20 2929 1819 200 75.00 22 4592 2942 6.60 95.00
E-Cigarettes 0 -- -- -- -- 1 95.00 -- 95.00 95.00



Table 2. National Averages*: Specific

Taxes ($) by OTP Type

# #

oTP states Mean SD Min Max states Mean SD Min Max
Cigarettes 51 0.85 0.56 0.05 2.46 51 1.53 1.01 0.17 4.35
(pack of 20)

Little Cigars 8 0.38 0.51 0.02 1.51 22 1.82 1.25 0.02 4.35
(pack of 20)

Cigars (each) 4 0.07 0.07 0.01 0.13 5 0.47 0.86 0.01 2.00
Cigarillo (each) 4 0.04 0.05 0.00 0.10 4 0.05 0.05 0.00 0.10
Pipe (ounce) 2 0.12 0.1 0.04 0.20 3 0.49 0.64 0.04 1.22
RYOT (ounce) 2 0.12 0.1 0.04 0.20 9 1.10 1.22 0.04 4.03
Moist Snuff 5 0.30 0.23 0.01 0.60 24> 0.89 0.65 0.01 2.02
(ounce)

Dry Snuff 4 0.29 0.27 0.01 0.60 13 0.96 0.69 0.01 2.02
(ounce)

Snus (ounce) 5 0.30 0.23 0.01 0.60 23 0.94 0.69 0.01 2.1
Smokeless 3 0.10 0.08 0.02 0.16 7 0.63 0.75 0.02 2.02
(ounce)

Dissolvables 0 - - - - 3 1.62 0.35 1.22 1.87



Figure 9. Trends in Average State Specific Tobacco
Product Taxes*, All States (As of January 1 each year,
2005-2014)
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*Number of states applying specific taxes varies by product and year and
i the taxable unit varies by product (see Table 2 and Appendices).



Key Findings

States’ definitions of ‘tobacco products’ play a critical role
In determining which OTPs are taxed and at what rate.

States have been shifting from ad valorem to specific
taxes on many OTPs

States are increasingly taxing emerging OTPs (e.g.
dissolvables and e-cigarettes)

— But many states do not tax

From 2005 to 2014, OTP tax rates increased or stayed
the same in all states except California and Washington

@tobacconomics



Key Findings

« Many states raised their taxes on little cigars, RYOT, and
smokeless tobacco products following the 2009 federal
tobacco tax increases

« States with higher cigarette taxes also tend to tax OTPs
at higher rates

« State taxes are generally higher on average than federal
taxes, and make up a larger portion of the tax burden on
OTPs.

1] www.tobacconomics.org
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Tax Structure and Price




Tax Structure and Price

 Tax Structure Data

« QTP tax structure data from original legal research

* Price Data
« OTP prices from Nielsen store scanner data
« 52 designated Nielsen markets

* Quarterly market-level prices at the Universal Product
Code (UPC) level

 Years 2007 to 2013

i @tobacconomics



Nielsen Store Scanner Data
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Tax Structure and Price

« Empirical Approach

* Linear regression analysis was used to estimate the
association between prices and tax structure.

* Analytical Model:

Pricej; = NoTax;; + AdValTax;; + Ef ftax;, + 6; +y; +¢j;

NoTax — indicator for states that don’t have any tax

AdValTax - indicator for states with Ad Valorem Tax
Ef ftax — effective tax rate (total tax as a percent of price)

o; +y; - year and quarter indicators

i @tobacconomics



Tax Structure and Price

Table 1: Regression Estimates for Price (contd)

Dry Snuff Moist Snuff
(D) (2) (D) (2) (D) (2)
No Tax -2.099%#%* -1.915%** -1.534%** -1.396*** -1.936%** -1.712%%%
(0.1300) (0.1350) (0.0572) (0.0779) (0.0744) (0.0952)
-0.782%#%* -0.774%*%* -0.353*** -0.313*** -0.218* -0.210%*
Advalorem Tax (0.1360) (0.1370) (0.0679) (0.0724) (0.0899) (0.0911)
Effective Tax 0.00682%** 0.00286** 0.00623%**
Rate (0.0021) (0.0009) (0.0014)
Constant 2.44 ] HH* 227724 2.Q72%%* 1,957 2,830k 2.665%%*
(0.1640) (0.1650) (0.1140) (0.1230) (0.1520) (0.1570)
N 1020 1020 1408 1408 1408 1408
adj. R-sq 0.093 0.105 0.044 0.05 0.03 0.044

Standard errors in parentheses. * p<0.05, ** p<0.01, *** p<0.001

Twitter: @tobacconomics
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Tax Structure and Price

 Conclusions:

» Taxes increase prices for other tobacco
products

* Prices are higher under a specific tax structure
than under an ad valorem tax structure

1] www.tobacconomics.org



Tax Structure and Price

 Case studies:

* Tried to assess changes in prices in states
where tax structure switched from ad valorem
to specific

* Nielsen data less than ideal given that many
markets cross state lines

 Limited to New York, Texas, Wisconsin, and
Washington for moist snuff

* New York and Washington for little cigars

i @tobacconomics



MOIST_SNUFF, Average Price: NON-OVERLAPPING MARKETS, 2007-2013

Tax Structure and Price
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Tax Structure and Price
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Tax Structure and Price

 Conclusions:

« Switch from ad valorem to specific tax appears
to result in higher prices

 |ncrease in effective tax rate as part of the
switch?

i @tobacconomics



OTP Taxes and OTP Use




Impact of 2009 Federal Tobacco
Tax Increases

- 2008 & 2009 Monitoring the Future Surveys

e compare within 2009

- compare same schools 2008-2009

e alternative cut points

e cigarette smoking & smokeless tobacco use

» control for variety of individual, school, state factors
« alternative estimation strategies

Sources: Huang and Chaloupka, 2013

1] www.tobacconomics.org



8th  j10th & 12th Grade Prevalence of
Cigarette Smoking in Past 30 Days
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8th  j10th & 12th Grade Prevalence of
Smokeless Use in Past 30 Days
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Results - Summary

2009 MTF 2008 and DD Model 2
Cigarette Smoking (Pre-tax: before April 1, 2009; Post-tax: | Model 2 2009 MTF
on or after May 1, 2009) Model 2
Pre Tax Increase Mean (%) 13.4% 12.8% 12.8%
Estimated Percentage Point Decrease after Tax Increase -1.3 -1.4 -1.7
Estimated Percent Decrease in Smoking after Tax Increase -9.7% -11.0% -13.3%
Estimated Price Elasticity -0.44 -0.50 -0.60
Number of FEWER Students (age 14 - 18) Smoking in the
Past 30 Days Due to the Tax Increase (in 1,000) 220 237 287
2009 MTF 2008 and DD Model 2
Smokeless Tobacco (Pre-tax: before April 1, 2009; Post-tax: | Model 2 2009 MTF
on or after May 1, 2009) Model2
Pre Tax Increase Mean (%) 6.1% 5.0% 5.0%
Estimated Percentage Point Decrease after Tax Increase -1.2¢ -1.2 -0.8*
Estimated Percent Decrease in Use of Smokeless Tobacco
after Tax Increase -19.8% -24.0% -16.0%
Estimated Price Elasticity? -1.46 -1.84 -1.23
Number of FEWER Students (age 14 - 18) Using Smokeless
Tobacco in the Past 30 Days Due to the Tax Increase (in
1,000) 203 203 135

Sources: Huang and Chaloupka, 2013




Prices and OTP Sales

 Price and Sales Data

Prices/sales from Nielsen store scanner data for 15
nicotine products

52 Nielsen Food, Drug, Mass Merchandise store
(FDM) markets, 2007-2014

30 Nielsen Convenience store markets, 2010-2014

Basic models:

Ln(ProductSalesVolume),a keyquartersstoretype = iNtercept
+ ,B1Ln(ProductPrice) market/quarter/storetype + IBZYear + IBSQuaﬂer
+ B4(Market-StoreDummy) + B5(SFA and TC Funding) + error

Also ran models with cigarette prices in addition to
own price

@tobacconomics



Trends: Moist Snuff
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Trends: Dry Snuff
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Trends: Snus
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Trends: Looseleaf Chewing Tobacco

Chewing Looseleaf Sales Volume and Price per Ounce
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Trends: Orbs

Dissolvable Orbs Sales Volume and Price per Ounce
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Trends: Strips

Sales Volume
(in millions of ounces)

o
1

o
1

o
1

o
1

Dissolvable Strips Sales Volume and Price per Ounce
Total US Market - Combined Convenience and FDM Stores

<«

/7

S

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1T Q2 Q3 Q4 Q1 Q2 Q3 Q4
2010 2010 2010 2010 2011 2011 2011 2011 2012 2012 2012 2012 2013 2013 2013 2013 2014 2014 2014 2014

e===Sales Volume ===Real Price

Twitter: @tobacconomics

T —

T

$0.60

$0.55

$0.50

$0.45

$0.40

$0.35

$0.30

$0.25

$0.20

$0.15

Price Per Ounce
(Adj.to 2014 Q4 dollars)

47



Trends: Sticks

Dissolvable Sticks Sales Volume and Price per Ounce
Total US Market - Combined Convenience and FDM Stores
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Trends: Plugtwist Chewing Tobacco

Chewing Plugtwist Sales Volume and Price per Ounce
Total US Market - Combined Convenience and FDM Stores
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Results:

Generally negative and significant effects of own-prices
on sales of various products

Estimated own-price elasticities vary considerably by
product and across samples:

* Moist snuff: -0.55 to -1.11

 Dry snuff: -3.210-9.2

« Chewing tobacco: -2.1 to -2.5

« Snus:-0.42to -1.28
No evidence of substitution between smoked and
smokeless products

« Generally negative, but insignificant effects suggesting
economic complementarity between cigarettes and smokeless
products

@tobacconomics






Summary

Considerable variability in state taxation of smokeless
tobacco products

Generally rising over time
Increasingly using specific taxes
Slow to tax emerging products

Specific taxes generally result in higher retail prices

But need to be regularly increased to keep up with inflation

Increases in smokeless tax/prices lead to significant
reductionsin use

Generally more responsive to price than is cigarette demand

No evidence of substitution between smoked, smokeless
products

Youth use particularly sensitive to price
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