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The New Yorl: State Co:nnissicn of Investigation statcd at the conclusion

o@'its public hcariig into the L-ootlcgg4-.-igof cigarettes into Nle%.tYork

City and State by elcricn@@sof organized crime:

"it is undis=u'"cd the heart of the entire problc.".i
lies i-.-ithe .iido the price o-@@a racl-.a(7e
of cigare"tes in sc:na Sciit!ic=nsta-es, suc!i as Nor-.'I

Ci t-,/. The oricc here is almostCarol@i-na, and in York
double. This di-S-@a=.4t-.,has nurturc,4 a flour4-shi-na
s,-,iuggli-nab,-,z'@ncss i-nd:-2nend@-:.t

see'--Crs anc or@_ani7-ec C--4-=4-nalale.-.icnts
nuce c,-,art4-@,@-eso'@@Ln-.a:,ed ci-,-arettes

to an insati-able eacer to buy loei cost c4-garettes."

The @\eviYor"-.Cit@/ -@ar and ta:c on iuly 1,

1971 fur-",lie=4-ncreased th4-s Z'lsa

incentive and cr4-.:-.eto bootleg cigarei.--+----shas

been increase--'. Th,:-snart4Lc*-,Iartax has also @'urt-.ercc;.-.=!-*@cat-2,--7

the process c--r ard C carettes .'or t-e leg4-@-4-ma--m-

cigarette vendors and ti*-o-,---sa",---@-s. Be"--.=en t.'ie

cigarette L--*-e =rcble.,ns invol,;eA- in c4@care--te

taxation an--': d'-stri-buticn, t--- conti-r.--,eA- e:<;-stence o-F the

c,garette Ycr",, C;-ty aiid St-it@2 is c:*-es-.;-o,-.a'-Ic.

n4-cct;-ne ta:<
on Ne,..;'Zo?--.*<S--@7:e

In the first twelve mciths l.'ollowing the 4-mpos4-tion o'L' thL- @le,..i

York City tar and nicotine ta:@.,,cigarette sales in 'L4e@qYork Sta'6--a de-

clined 2 .1 percei@.., This dcc!4-ne ricans that in addition to t.',.e400-

million packs o,-@ c4-garet-les being boo--le-..ged annuallv into New York

State by organ4---cd cr;--ic as c--n--'-;.r.-.cdb*., the State Invs@@;-c--tion

pic,@-s ).,c smugglcd *.he S"@a,"-C

as ti rc--ult o-F the @lar ard The Statc, at its present CD
-@c

t,l::ritn of 1-r@cc:i'@-z!)or lozc @;o-ic$7 millicn ucr ycar ---j
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II.Efrocts o'-'tlictir
on C, L:

Now York City es'%--iz,-,ated that the ta.- and nicot-*-no ta:@ ..;ould result

iri revenucs of $20 nill;-c,-i annually. This, howcver, has not been the

case. Since the i-mposit'-cn of the ta@:, cigarette sal---s in York

City have declined 11.7 percent, cos'@4-ng the City scme $1 million in

lost revenues from its $.04 e:ecise tax on c4-aarct-@es. in addition, both

the City and Sta@@e have los-I a total o--c $2.5 Mill4o-. in sales t,,.,es on

ciqaretl'es. There-Fo==-, a,--74-ina all the City and State losses together,

13.5 million, the New ',-'ork Ci@--y tar and n;-cot4-ne tn-:@ has c-ily net $6.:-;-

million to t*-;e two governmental agencies. Eve.,i th'@s gain, ho@.ievez-, wi-1-1-

be -further o-@--@set by iricreascd C-oble@is associate--',

with en4@@orccment and coil---->--tion o-.@ t*,-- tax.

111. Ef @-:C-C-@s c -F tar an,-'

The S@@ate of In%,es--4cat4on clear!-., -ndical.-a-dat its

hoa.-inas L@-ha"-tax on s@'a',es the

primary i;nce-"@4-ve for invol-,rement of organ'--7cA- cr;-me in cigarette

-hootle-zging. The fact t*-at c4-gare4--te sales ;-.-i@le,,.;Ycr'r-IState have

aeclined by 2.1 percen-. -- 11.7 percent in New Yoric City -- at a ti:rc

wl-,an nat4-onal sales have increased 2 to 3 r)ercent, Indicates that

organized cr;-.me has taken advantage o'@@%-.heincreased tax differentials

caused by the tar and nicotine tax, and is booll--lcgg;-ng even greater

c.rtiantities of c;garct@es into "le@-iYorl,. C;ty and S@ate. Orcanized cr,--c,

ba5ed on consarvative es@limatcs, ma-,es a net o-; $1.00 per c,--r,@cn

on boo-6!cgco--* cig,-;irct@@es. Thcro,-Iorc, on the 46 m4-llion prcl:s (-Ili

bci-:ig boo',@Icc.:ccdinto t!-::@Statc, org:,r,'.::cdcr4-mc -,iade Z)rol'i'@s of

$,I.G riilli.oi,.. T!icrc is no tli.2@,orc:anizcd cri.-.ichas L-ccn the

YC.!:'-,Cit,.,'s @:i@-al!d
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IV. Erfi@Ictclf-'t!-,(-!t:ir ni.c*:)'-.-.n-t:!:-:n:i
c i r t,:

Since 1965, the tobacco industry i- Yort* State lia@-lost ovor

2.2 billion packs 4-n c-@'garottesales to cigarette bootlccjgcr:;,worth

11
Q7.ler 1.1 billion in gross rotail sales. Th;-sloss of cigarette volume

also ind;-catcs that fe,..,ersliop.?i-nqt2:i,.)s@.7ere to c4-garette

ret@-ailersand, as a result, additional lcss@,s inc-irrcd in -,,'Ie

sale of all-;-edproducts s,-,chas candy, -6i-c-sues,razor blades and

'@hous@-ndso--'other sundr4-es. The of the legi-@;-mate

@-rade in Nc,..iYorl-. and Sl,-a@3 --ly threa-@-e.:-has been sericu@@ 6-..

b,/.the tar and n4-coti-,-ieta:e..

V. of -the and. on- c4-aare@--"--

In vie,,i c-@-@ t*-.e t=-:,:stzac@l*-,r2, crobic-rs a--ise

at t--- sourc2 of collecz:;-ci, namely, at t'---c--'@zarette joi@!@-0::s. Fri-or

to @6he i-.-izcs;-t4-cnc-l-@the ne,..@ta::, all cacics .qere -,a.@ed T,ie

o,-,Il-'lax records were -@hose 4--o total n-,L-=er of

=acl..s sold. The ie,.40 to 4 ccn4---@-n.r n-*---ot;-ne has c---nccd all

Sales recor--'s or. all brands, b-/ ite:n w-*-,..i,-:-.brand, a--a row

tr-eq-,!4-rcdto cs--a'--14-sht!ic c4-:sales in eac.1 @ax

grc,,:o (0,3, or 4@). As a result"- of the ne-.4and del---ailed reccr--I-tteeming,

problc.,,is.'have cropped up a-" -the jobber level not the leas-. of which,

is t!ie considerable poss4-bility for error. This, in tui-:-i.'-,as led to

problems betv;ecn City administrators and jobbers regarding

the comL)u't.-.a',-io:iaid pa,-.rmcn-L.oil the ta:<.

FurLhcr problcms will arise on a bas--s siice the t--:@:

r@-tcs arc basecl oil tlic-,ofi':4-ciil o'@7 and nico-@,
-
nc coii@@cit (-p4

CZ)
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p@:.ssil-,Ic i@L not ',:ora bra.-idtype

to siqitch froin one ta:..group to another- in i -.natto.,:o@'monl.!,s. X c c.-3

tr.-@c),of an,-' these charges his proved, -.,idwi-l-'-continue

to prove, an addi@@ional to ccrsL,-,.rars, jobbers

and City admi-r.;-st--atorsalil@e.

in additon, the fac-- cer--ain cigarat"@e no,..icharz:c

dij'fercnt prices -'-'or@-he sa-,nesize ci-garetk--csfurl-:,-arcc:-@n!4-catesthe

cigarette jobber's boc*,z*@,@-.,3n4--c.This ne,,i tr@-nd also n,,;!'--@:v

the iiiterdea- o,-@' tar and nicotine ta-c.

vi. E 4-@-,-@--cto '-@eI.er-and n 4-ne t a:< on

o.Since t*-o i:-,::os - -@he NoT.; C "@t,,, z-alo ha;

to reorganize en-.4-rm-or4-c-'-7.u sl,-r*.:ct*.:rc. pr4-cr t-- t*---

vir-@u,illy a'-! c;-gar=-t"-es pa--*,",1-i-are

car on or;c-as w,-h-*n size tqh.@r.@a p",ce

diffc!ren-@;-al-did e:.:i-s--, was based or@ I-e

cicarc-"te and, hence,

pz-

also by tar and n-@'co@"4-recon'"cn'@. obvious'.,/ structure in-or-MrIce

rating an addi--"ionald'-:7.ens-'@onsuch as this is not readil,.,learned

by the person at the of sal-e,i.e., the sale's clerk. The fact

.that types w4@thin brands c.;@-,endi-r@'er as to -@a=-and nicotine con"@en@@---

• menthol iiigli-@ a "l,i-ng"or a so.-@-pac'r-lm-;-ght fro.-i

• bo>:--ancit',Icfact thal- brand t:(pcs often shift tax groums,

further complicates any a--,@ernmt'@-otrain rota4-l sales personnel to

learn and a-.,plythe ta,,:

Because o'@ these iilicr-2,iLi ir ii c
CD

t!lc.ti:@ his ftilc,,!in p-,irpor;c--.;.nflucnc,-*:-.g

Ti-,c bct-...,cc,nthe

r\j
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