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Good morning Mr. Chairman, and members of the Committee.  My name is Matthew Myers. I am the President of the Campaign for Tobacco-Free Kids, a national organization created to protect children from tobacco by raising awareness that tobacco use is a pediatric disease, by changing public policies to limit the marketing and sales of tobacco to children, and by actively countering the special interest influence of the tobacco industry.

Mr. Chairman, I want to thank you for your continued leadership on the issue of tobacco control.  Many others and I are very grateful for your willingness to stand up for our kids, take on the tobacco companies, and hold the states accountable for living up to their commitment to spend a significant portion of the funds they received from the tobacco industry in settlement of their cases to prevent kids from starting to smoke and help adults to quit. 

Summary of Key Points

Let me summarize my key points:

1)  When the states sued the tobacco industry and then again when they settled their cases against the tobacco industry, they said they were doing so because of what they described as a tragic epidemic of tobacco use among children and the crushing and rising burden of tobacco-related disease on state Medicaid expenditures.  Their goal and their promise was to insure that the states had adequate funds to address these problems.

2)  When the states came to Congress in 1999 and asked the federal government to waive its claim to a portion of these funds, the leaders of the National Governors Association  pledged to spend “a significant portion of the tobacco settlement funds on smoking cessation programs, health care, education and programs benefiting children” if Congress agreed to waive its right to any of these funds.

3)  Over three years ago you held a hearing on the use of revenues from the tobacco settlement.  This hearing took place before the states faced serious budget crises.  At that hearing we released a report that showed the states were not then living up to their promise.  Today we are releasing an update of that report and the picture has become significantly worse.   The report released today by the Campaign for Tobacco-Free Kids, the American Cancer Society, the American Heart Association and the American Lung Association demonstrates that far fewer states are spending a significant amount of their tobacco settlement money on tobacco prevention and cessation.  As of October 2003, 24 states have cut their funding for tobacco prevention and cessation, including several of the programs that have proven most successful at reducing youth tobacco use, such as the programs in California, Massachusetts and Florida.  It appears, sadly, that there is no relationship between success and continued funding.

4) The failure of the states to do as they promised will have tragic consequences for the health of our nation’s children and the amount taxpayers are forced to pay in the future to cover the costs of tobacco-related Medicaid expenditures.  The scientific evidence is now conclusive – comprehensive tobacco prevention programs have been proven to be effective in reducing tobacco use, particularly among our nation’s children.  

Every state that has implemented a well-funded tobacco prevention program in accordance with the guidelines issued by the Centers for Disease Control and Prevention (CDC) has experienced a significant reduction in tobacco use. The data from California, Washington, Oregon, Arizona, Minnesota, Alaska, Maine, Mississippi, Florida, New York, Massachusetts and Indiana all tell the same story.  These programs work. 

As the current Director of the CDC, Dr. Julie Gerberding, said just two months ago in conjunction with the release of the most authoritative study ever done on the impact of tobacco control programs,  “This study provides our clearest evidence to date that tobacco control programs are an excellent investment in public health.”

Thus, the failure of the states to do what they promised their citizens and Congress is having very real world consequences.  We too often think of tobacco in statistical terms. To tobacco victims – parents, children, grandchildren, husbands, wives and siblings – tobacco’s victims are not statistics.  A couple of examples from our website, “Voices Against Tobacco” show that: 

Ever since I was 3 there was a big green oxygen tank sitting in the front room of my house and a small portable one sitting next to it. They were there to help my mother breathe because she was dying from emphysema, a smoking disease. My family was never able to do the things that most families could do, like go on vacations and weekend camping trips because we always had to worry about my mom. When I was 9 she died, at the age of 49, it was hard growing up without a mother. She wasn't there for the mother daughter talks that all my friends were having with theirs. I promised myself that I will never let that happen to me. 

Joyce R., West Valley City UT, November 10, 2003 

On March 23, 2000, I lost my sister, Mary, to lung cancer. She started smoking at age 13 and stopped when she was 32. She had a lot of stress in her life when she was diagnosed with lung cancer. She was 46 years old. She was 47 years old when she passed away. Watching her wither away and suffer through the inability to breathe was very painful. It's something you never forget. I miss her a lot. 

Eileen R., Dimondale MI, November 10, 2003 

I lost my father to a tobacco-related heart attack. It was just 10 days after my 13th birthday in 1996. I was home getting ready to go to my Boy Scouts meeting and watching TV and my mom and myself received the phone call that my dad had died that day. He was just 48 yrs old when he died. I lost more than just a father because anyone can be a father but it takes someone special to be a dad and I lost my dad. Everyday I think about my dad and wonder if he would be proud of me. April 30th, 2003 will be 7 years I have had to live without my dad because he smoked cigarettes. Is that fair? 

Ray L., Punta Gorda FL, May 29, 2003 

The funds from the Master Settlement Agreement gave the states an historic opportunity to improve the lives of their citizens. Former U.S.  Surgeon General David Satcher who testified at your hearing three years ago concluded that investing tobacco settlement dollars in these comprehensive prevention programs represented the greatest opportunity in public health since the polio vaccine.   Unless the public officials who make the decisions about how these funds or the funds from state tobacco excise taxes are used, literally millions of citizens will die prematurely from wholly preventable tobacco-caused deaths.  We can do better and we must hold our public officials accountable.
Background

Mr.Chairman, as you know, between 1994 and 1998 every state sued the tobacco companies.  In state after state Attorneys General indicated that the primary purpose for filing the lawsuits was that far too many children were smoking, the tobacco companies were targeting minors with their marketing campaigns and the states could no longer afford the rising costs from tobacco-related Medicaid expenditures.  Something had to be done to address these problems, these public officials said, and these lawsuits were the answer.  

On November 23, 1998, 46 states settled their lawsuits against the major tobacco companies to recover tobacco-related health care costs, joining four states (Mississippi, Texas, Florida and Minnesota) that had reached earlier, individual settlements.   These settlements required the tobacco companies to make annual payments to the states in perpetuity, with total payments over the first 25 years estimated at $246 billion.  The multi-state settlement, known as the Master Settlement Agreement (MSA), also imposed limited restrictions on the marketing of tobacco products.

At the press conference announcing the settlement, the tobacco settlement was presented as an historic opportunity to attack the enormous public health problem posed by tobacco use in the United States.  As described by state Attorneys General and Governors, the promise of the settlement was two-fold: It would significantly increase the amount of money the states were spending on programs to prevent kids from starting to use tobacco and help those already addicted to quit, and it would greatly reduce youth exposure to tobacco marketing.

Mr. Chairman, while the multi-state settlement did not dictate how states should spend the money, state Attorneys Generals and Governors from across the nation pledged that they would use the tobacco companies’ own money to address the tobacco problem.  Why did we think these cases were about reducing the death toll from tobacco?   Listen to what our public officials said:

New Jersey Governor Christine Whitman:  “Every penny of these funds should be used for health purposes including prevention programs and counter advertising to protect kids, cessation programs and community partnerships to serve those who have already put their health at risk by smoking, in addition to existing important health programs such as charity care and Kidcare” 

Indiana Governor Frank O’Bannon: “This money can go a long way toward preventing Hoosier Kids from ever getting hooked on tobacco and toward helping our citizens stop smoking and recover from smoking-related illness.”  

Utah Attorney General Jan Graham: “Utah has a moral duty to invest a good part of this money in keeping our kids away from cigarettes. One-third of kids who start smoking will die of smoking caused disease”

Pennsylvania Attorney General Mike Fisher:  Emphysema, heart disease, cancer – more than 20,000 Pennsylvanians die from tobacco-related diseases each year.”  “I sued the tobacco industry because it conspired to increase the addictive properties of tobacco products and suppressed vital information about the deadly nature of tobacco.  This money will not bring back those who have died, but it may be used to keep others from starting this deadly habit.”

West Virginia Attorney General Darrell V. McGraw: “The reason we got into this fight was to protect public health and prevent underage smoking.  A significant portion of this money should go toward these causes.”  

North Carolina Governor Jim Hunt: the consent decree gives North Carolina “a balanced approach” to allocate tobacco settlement money. “It will address our efforts to crack down on underage smoking and to protect the health and well-being of North Carolinians.”

State officials made similar promises to Congress less than a year later.  Shortly after the settlement, the Health Care Financing Administration (HCFA) notified the states that Medicaid related recoveries would be subject to recoupment under Medicaid third party recovery provisions.  

The Clinton Administration indicated a willingness to let the states keep all of the funds but wanted to require the states to spend a portion of the funds on reducing teenage smoking among others things.  Instead, the states pressed Congress to change the existing Medicaid law to allow them to keep the federal government’s share of the settlement without any strings attached.  The states promised Congress that they would do the right thing with the funds and that they were committed to reducing tobacco use.

In order to persuade Congress, the states made explicit promises.  The National Governors’ Association, the National Conference of State Legislators and others stated 

“[We] are committed to spending a significant portion of the tobacco settlement funds on smoking cessation programs, health care, education, and programs benefiting children.”

In May 1999, the National Governors Association told Congress,

“States are already spending state funds on smoking cessation programs and will substantially increase funding as the effectiveness of these programs is established.”

Some made an even more explicit commitment according to Washington State Attorney General Christine Gregoire.  According to Attorney General Gregoire, 

“The representations we (the states) made to them (Congress) were that states would use not less than 50% of the money for health and anti-tobacco causes.” 

Five years after the November 1998 state tobacco settlement, we find that most states have failed to keep their promise to use a significant portion of the settlement funds to reduce tobacco’s terrible toll on America’s children, families and communities.  We also find that the settlement’s marketing restrictions have done little to reduce the tobacco companies’ ability to market their products aggressively in ways effective at reaching and influencing our children.

Disturbingly, in the past two years the states have cut funding for their tobacco prevention programs by more than a quarter, and several states have completely eviscerated some of the most successful and promising tobacco prevention and cessation programs in history.  Remember the program in Florida that received so much publicity because it reduced tobacco use by 35 percent among high school students and by 50 percent among middle school students in just four years?  In 2003 Florida’s governor and legislature virtually eliminated it.  Massachusetts is another case in point.  In the 10 years its program was in existence, cigarette consumption dropped by 36 percent versus just 16 percent in the rest of the country.  Nonetheless, in the last two years Massachusetts’ governor and legislature also virtually wiped out the program and with this decision, we can expect to see a decade of progress gradually eroded.

As the report we release today details, the states lack credible excuses for their failure to do more to protect our children from tobacco. They are collecting record amounts of tobacco revenue from the tobacco settlement and tobacco taxes.  To protect our children states only need to spend a small portion – 20 to 25 percent per state and an even smaller percentage of a state’s total tobacco revenues from the tobacco settlement and tobacco taxes - of those funds on tobacco prevention and cessation programs to meet the minimum levels recommended by the CDC.

The findings for this year:

· Only four states – Maine, Delaware, Mississippi and Arkansas – currently fund tobacco prevention programs at minimum levels recommended by the CDC.  Last year Maryland and Minnesota were in this category, but both cut funding.

· Only eight other states are funding tobacco prevention programs at even half the minimum levels recommended by the CDC.  Last year a total of 15 states fell into this category.

· Thirty-three states are spending less than half the CDC’s minimum amount. Another five states – Michigan, Missouri, New Hampshire, South Carolina and Tennessee – and the District of Columbia allocate no significant state funds for tobacco prevention.

· In the current budget year, Fiscal Year 2004, the states cumulatively plan to spend $541.1 million on tobacco prevention programs.  This amounts to just 33.8 percent of the CDC’s minimum recommendations for all the states, which total $1.6 billion.

· Over the past two years, the states have cut total annual funding for tobacco prevention by 28 percent, or $209 million (from a high of $749.7 million in Fiscal Year 2002 to $674.4 million in fiscal year 2003 and $541.1 million in fiscal year 2004).  These cuts have decimated three of the nation’s longest standing and most successful tobacco prevention programs, in Florida, Massachusetts and Oregon, and they have seriously hampered some of the nation’s most promising new programs, including those in Indiana, Maryland, Minnesota, Nebraska and New Jersey.

· While many states have cut funding for tobacco prevention, the tobacco industry increased its marketing expenditures to record levels, up 66% in the three years after the settlement to a record $11.45 billion a year, or $31.4 million a day, according to the Federal Trade Commission’s most recent annual report on tobacco marketing.  While the FTC report was for calendar year 2001, there is strong evidence that tobacco industry marketing expenditures have continued to increase.  Based on the latest FTC figures, the tobacco companies are spending more than twenty dollars marketing their deadly products for every dollar the states spend to prevent tobacco use.  Put another way, the tobacco companies spend more in three weeks marketing their products than all 50 states spend over a full year trying to prevent tobacco use.

The settlement included important restrictions on tobacco marketing, but since the settlement, the tobacco companies have simply shifted their resources and increased spending on other forms of marketing that appeal to kids, especially promotions in convenience stores and other retail outlets. These include payments for high-visibility store placements and displays, price discounts that make cigarettes more affordable to kids, and free gifts with purchase.  The settlement’s restrictions on tobacco marketing, thus, did not succeed in reducing the tobacco companies’ ability to market their products aggressively to either children or adults.  The need for the states to act is no less today than it was when the settlement took place five years ago.

· The states this year will collect $19.5 billion in tobacco-generated revenue from tobacco taxes and the tobacco settlements.  It would take just 8.2 percent of this total for every state to fund tobacco prevention programs at the minimum levels recommended by the CDC ($1.6 billion for all the states).  The states are spending only about one-third of what the CDC recommends for tobacco prevention, amounting to only 2.8 percent of their total tobacco revenue. (Looking only at settlement money, the National Conference of State Legislatures recently reported that in fiscal year 2004 states are spending just three percent of their tobacco settlement money on tobacco prevention.)

· At least 20 states and the District of Columbia have also sold to investors, or securitized, their rights to all or part of their future tobacco settlement payments for a much smaller, up-front payment, or have passed laws authorizing such action.  Several states used the revenue generated to balance budgets for just one year.  Securitization eliminates or reduces the amount of settlement money available to fund tobacco prevention and meet other needs in the future.

Why States Should Increase Funding for Tobacco Prevention Programs

The states’ funding of tobacco prevention and cessation is woefully inadequate given the magnitude of the tobacco problem.  The amount the states are spending on tobacco prevention today pales in comparison to the enormity of the problem.  Tobacco use is the number one cause of preventable death in the United States, claiming more than 400,000 lives every year.  The annual cost of treating tobacco-caused disease exceeds $75 billion.  Despite recent progress in reducing youth smoking rates, more than a quarter of high school seniors (26.7 percent) still graduate as smokers, and every day another 2,000 kids become regular, daily smokers, one-third of whom will die prematurely as a result.  These children are the tobacco companies’ valued “replacement smokers.”

The evidence is conclusive that state tobacco prevention and cessation programs work to reduce smoking, save lives and save money.  Every scientific authority that has studied the issue, including the National Cancer Institute, the Institute of Medicine and the U.S. Surgeon General, has concluded that when properly funded and implemented, these programs reduce smoking among both kids and adults.  

For example, the 2000 Surgeon General’s report, Reducing Tobacco Use, provides an in depth analysis of tobacco intervention strategies.  This report offers a science-based blueprint for achieving the goal of reducing tobacco use among both adults and children.  A key conclusion of the Report is that the Federal Government’s Healthy People 2010 objectives with regard to tobacco can be achieved, but only if comprehensive tobacco prevention and cessation approaches to tobacco control are implemented.

In September 2003 a study conducted jointly by the Research Triangle Institute, the CDC, and the University of Illinois published in the Journal of Health Economics, provided the most powerful evidence yet of the effectiveness of comprehensive tobacco prevention programs. The study found that states with well-funded, sustained tobacco prevention programs during the 1990s – Arizona, California, Massachusetts and Oregon – reduced cigarette sales more than twice as much as the country as a whole (43 percent compared to 20 percent).  This is the first study to compare cigarette sales data from all the states and to isolate the impact of tobacco prevention program expenditures from other factors by controlling for changes in excise taxes, cross-border sales and other state specific factors.  The study shows that the more states spend on tobacco prevention, the greater the reductions in smoking, and the longer states invest in such programs, the larger the impact. The study concludes that cigarette sales nationwide would have declined by twice as much as they did between 1994 and 2000 had all states fully funded tobacco prevention programs.

These studies are buttressed by the real life examples of every state that has committed significant funds to tobacco prevention in accordance with the CDC guidelines.  A case in point: In 1997, Maine had one of the highest youth smoking rates in the country at almost 40 percent.  That year, Maine increased its cigarette tax and used a portion of the funds to establish a comprehensive tobacco prevention program known as the Partnership for a Healthy Maine.  Maine subsequently expanded its program with settlement money to meet the CDC’s minimum funding level and has now achieved dramatic results.  Between 1997 and 2003, smoking among Maine’s high school students declined by an astounding 48 percent, falling from 39.2 percent to 20.5 percent.  Smoking among middle school students declined by 59 percent, from 21 percent to 8.7 percent.  This report ranks Maine first in the nation in its funding of tobacco prevention.

Mississippi, which has also used settlement funds on a comprehensive program and ranks third among the states in funding tobacco prevention, reduced smoking by 48 percent among public middle school students and by 29 percent among public high school students between 1999 and 2002.  As Mississippi Attorney General Mike Moore often states, “What state has an excuse to not fund tobacco prevention when we have done it in Mississippi, one of the poorest states”.

Maine and Mississippi’s experience is similar to what happened in other states.  Programs in Washington, Alaska, Oregon, Arizona, Florida, Minnesota, New York, California, Massachusetts and Indiana all have reduced tobacco use.  The only place these programs haven’t worked is where they haven’t been seriously tried.

Florida is a very visible example of the power of these programs to save lives and what happens when a state guts a successful program. Florida’s once innovative and successful program served as a model around the country.  Despite the program’s success, the Florida legislature and Governor cut the funding for the program each year since the program’s inception and then virtually eliminated the program in 2003.  Florida’s kids are already paying a price for the decision to dismantle a program that reduced high school smoking by 35 percent and middle school smoking by 50 percent in four years. In 2002 there was no decline in smoking among middle school students.  Even more disturbing, smoking between 6th and 7th grades and between 7th and 8th grades rose in 2001 and the increases in smoking between 6th and 7th grades persisted in 2002.  There is no excuse and there can be no excuse for Florida’s decision to abandon a program whose results were proven and universally applauded.

The evidence also shows that when sustained over time, comprehensive, well-funded tobacco prevention programs also save lives and money.  Two recent studies show that California, which started the nation’s first tobacco prevention program in 1990, has saved tens of thousands of lives by reducing smoking-caused birth complications, heart disease, strokes and lung cancer.  Other studies have shown that California and Massachusetts, which started their tobacco prevention programs in 1990 and 1993 respectively, have saved as much as $3 in smoking-caused health care costs for every dollar spent on tobacco prevention.

The states have a clear source of revenue to address the problem. Despite their recent budget shortfalls, the states are actually collecting more tobacco-generated revenue than ever before from the tobacco settlement and tobacco taxes.  That is because 32 states and DC have increased tobacco taxes since January 1, 2002.  Altogether, the states this year will collect $19.5 billion in tobacco-generated revenue.  It would take just 8.2 percent of this tobacco revenue, about $1.6 billion, for every state to fund tobacco prevention programs at the minimum levels recommended by the CDC.  That leaves plenty of tobacco revenue to balance budgets and meet other needs.  But the states are spending barely a third of what the CDC recommends.

Assessing Other Aspects of the Tobacco Settlement

Mr. Chairman, the news is not all bad.  Smoking rates, particularly among children, are down.  While the tobacco settlement has failed to deliver on its promises to provide significant funding for state tobacco prevention programs or to curtail tobacco marketing, it has contributed to the significant reductions in tobacco use over the last five years.  First, the settlement led the major cigarette companies to increase their prices by more than $1.10 per pack between 1998 and 2000. Part of these increases was used to pay the states, but about half of the price increases bolstered the tobacco companies’ profits. 

Second, the settlement included about $300 million a year in industry payments over five years to create a new national foundation, the American Legacy Foundation, to conduct public education campaigns to reduce tobacco use.  Both the settlement-related price increases and the Legacy Foundation’s campaigns along with the states that have implemented their own programs have contributed significantly to the reduction in youth smoking rates in the last several years.

While tobacco price increases are effective at reducing smoking, especially among children, they are not a substitute for prevention and cessation programs.  The research shows that tobacco price increases are most effective when part of a comprehensive approach that includes prevention and cessation programs and smoke-free workplace policies.  In addition, the benefits of price increases are difficult to sustain over time – prices erode with inflation and can be undermined by tobacco industry price reductions.

The Legacy Foundation’s programs have been highly effective, but it will lose a large portion of its funding after this year because of a loophole in the settlement that lets the major tobacco companies cease payments after 2003. In addition, Legacy’s programs were always intended to enhance and not to replace state tobacco prevention efforts. 

Today we are at a critical juncture in determining the settlement’s long-term impact.  Our hope is that this hearing will make a difference.  Our nation has made important progress in recent years in reducing youth tobacco use.  Continued progress will not occur unless more states use more of the billions of dollars they are receiving from the tobacco settlement, and from tobacco taxes, to fund comprehensive tobacco prevention and cessation programs based on the recommendations of the CDC.  If they do, the 1998 state tobacco settlement could yet mark a historic turning point in the battle to reduce tobacco’s terrible toll. If they do not, it will be a tragic missed opportunity for the nation’s health.

In conclusion, Mr. Chairman and Members of the Committee, our policy makers in the states are in a rare position on this issue.

We know exactly what the problem is – that tobacco use is the cause of more than 400,000 preventable deaths and millions of illnesses each year.

We have also identified an evidence-based solution to the problem that we know will work when implemented.

We have a clear source of revenue to implement the solution.

And, we have the support of the voters as 86 percent of Americans support spending a significant portion of tobacco settlement funds on tobacco prevention and cessation.

We simply have no excuses for not exercising the political will to spend tobacco money on tobacco prevention.  Thank you.
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