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BORDER EFFECTS




Price Elasticity

There seems 1o be consensus that the price elasticity of
consumption of cigarettes is in the neighbor hood of -0.4.

That is, if the price increases by 10% then the consumption is
reduced by about 4%

of taxed cigarette sales is higher.

A% because smokers
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CHANGE IN CONSUMPTION AND TAX
WHEN PRICE CHANGES



Net Cross-Border Sales
Oregon Benefits Significantly from Sales into Washington

Smuggled Cigarettes

Retail compliance with stamping is high
Credit Cards banned use for online sales in 2005

Generally, major carriers (UPS/FedEx/USPS) don’t knowingly ship
igaretftes to consumers (2005-2010)

> ith Fire: Cigarettes, Taxes,
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DIFFERENCE BETWEEN CONSUMPTION
AND TAXED CIGARETTE SALES



2008 2009 2010 2011 2012 2013 2014 2015 2016

Oregon Washington

Source: Annual Sales from Orzechowski and Walker, “The Tax Burden on
Tobacco” Accessed from Centers for Disease Conftrol website
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Oregon Taxed Packs Per Capita (PPC)
Adjusted for WA (1/02) and OR (12/02) 60 Cent per Pack Tax Increase

~0.65 PPC/Mo. (11%)
~2.3 M Packs/Mo.
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Fitted PPC Remove Bubbles

Source: Monthly Sales from Orzechowski and Walker




