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In the first twelve months following the
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the MNew

York City tar and nicotine tax, cigarette sales in New York State de-

clined 2.1 percent. This decline means that
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IT.Effccts of the tar and nicotine ta:x
cew fowin Lo

on :

" New York City estimated that the tar and nicotine tax would result
in revenues of $20 millicn annually. This, however, has nct been the
. case. Since the impositica of the tax, cigaretts sales iA New York
City hava declined 11.7 perceni, costing the Cisfy scme $4 million in
.lostvrevcnues from its $.04 excise tax on cigarettas. In addition, beth
the City ané State have lost a total of $2.5 million in sales taxes on

cigarettes. Therefore, adding all the City and Stat= losses tcgether,

13.5 million, the New York City tar anad nicotine tzx has cnly net $6.3~
. . . N . ] . i .
million to the two govermmental agencies. Even this gain, however, will

be ‘further oifset by the increased administrative problems asscciated

with enforcement and collection ¢of the tax.

III. Effccts cf <he
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The State Commissicn of Investigation cleaxly indicated at its

hearings that tax diffzrantials con cigaresttes betwaszn states:iis the

hootlegging. The fact that cigarette salas in New Yerk Statz have
ageclined by 2.1 percent -- 11.7 percent in New York City =-- at a time

when national sales have increased 2 to 3 percent, indicates that

organized crime has taken advantage of the increased tax differentials
caused by the tar and nicotine tax, and is bootlegging even greater
quantities of cigarcttes into Mew York City and State. Organized crire,
based on conservative estimates, makes a net profit of $1.00 per carten
on bootlegged cigarcttes. Therefore, on the additional 46 million Daciks
becing bootlegged into tko Sta:c,'dféani:cd crime has nmade profits of

§4.6 million. There is no decubt that orcanized crine has keen the
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IV, Effect of the tar and nice
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Since 1965, the tobacco incdustry in Now York S:tate has lost over
2.2 billion packs in cigarctte sales to cigarette bootleggers, worth
Qvergl,l billion in gress retall sales. This loss of ciqaiette voluma
also indicates thaet fewer shopping trips were made to cigarette
retailers and, as a result, additicnal lecssas ware incurred in the
sale of allied products such as candy, tissues, razor blades and
thousands 0f other sundries. Tﬁé very exlstence of the legitimate
~i-azette trade in New York City and State has besn sericusly threatened

by the tar and nicotine ta:.

In view cf the cemplexity of the new tax structurs, prchblems arise

he source ¢f colleczicn, namely, at tha cigars:te jobkers. Prior
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onlf tax records raquired were these limited o the tota2l number of
racks sold, The naw 0 to ¢ ¢

ti S Sales recoris on all brands, by item withiz trand, aze ncw
required to establish the preoporticn of sales falling within each tax

greup (0,3, or 4¢). As a result of the new and detailed record-keeping,

many problems have cropped up at the jobker level not the least of which,

[ 2]

s the considerable possibility for error. This, in tura. hes led to
problems between City adminigtrators and cigaretie jobbers regarding
the computation and pavment of the tax.

further problems will arise on a continuving hasis since the tax
rztes arc kased on the official estimates of tar and nicotine content

sh1ishod by the Pederal Trade Cemmicsszicn. Theoce estimates aze updated
P p:
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~“rating an additional déimensior such as this is not readily learned

e, i.e.,

Jee

by the person at tae point of sa
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a box--and the fact that individual brand
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t
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