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Political Science 122B

Impact Analysis – California’s Prop 10

Introduction


During the 1990’s a growing tide of anti-tobacco sentiment was beginning to rise across the United States.  In addition to decreased social tolerance towards the habit of smoking, unprecedented legal action was undertaken by both individuals and the federal government resulting in significant victories
 in the public health crusade against the tobacco industry.  These victories included massive settlements for the public health costs of tobacco related products.  The state of California has been at the forefront in undertaken extensive legal action to limit tobacco as a public health liability.  In 1988 California voters passed Proposition 99, the California Tobacco Tax and Health Promotion Act, which establish a .25 cent tax on cigarettes, with equivalent taxation on other tobacco products.  The act also established the goal of reducing smoking in the state 75 percent by 1999.  This important proposition laid the groundwork for Proposition 10
, California Children and Families First Act of 1998, which appeared on the November 1998 California ballot, and was then passed into law by a slim margin of around 1 percent
. Briefly summarized Proposition 10 excised a new .50-cent tax on cigarettes, with an equivalent tax imposed on other tobacco products.  The funding raised from this new tax was then directed to pay for new early childhood development programs, as well as smoking prevention programs.  Though on the surface a fairly innocent response to a public health issue, the debate around proposition soon took on a very heated note    This paper will seek to objectively outline the main arguments both pro and con surrounding the proposition, identify the principle agents, and provide analysis to its social, political, and economic impacts.

Arguments: Pro and Con


Proponents of Proposition 10 attempted to take the moral upper ground in their argument, first by outlining the benefits of the programs that would be funded by the new taxes.   It seemed unlikely for a proposition advertised as providing child immunizations, health care, nutrition services, domestic violence prevention and treatment for pre-school children would not to be popular with most of the public, especially low-income families who struggled to find even basic services for their children.   The benefits of early childhood programs were also indisputable, as research on many levels and in many countries had demonstrated that early programs increased chances for success later in life
.  Programs already adopted in the state included Head Start, the State Preschool Program, Child Care Food Program, and the Early Mental Health Initiative.  These programs provided proof that effective programs could be initiated given appropriate state and federal funding.  Proposition 10  was outside the boundaries of Prop 98, the California initiative that requires a certain amount of funds to be dedicated to the education budget, and so all the money from the new tax went straight to social programs.  Allies saw this as a key advantage of the new funds, in that bureaucrats, in order to fund pet education projects, would not be able to siphon off  the new money.

 Backers of Proposition 10 also promised a doubling of dollars available for anti-smoking education with the new taxes, as well as money for funding breast cancer research. The public was also reassured that the money would be spent on actual programs and not new bureaucracies, through an annual audit of the funds.  In addition, to placate and squash public fears of “big government”, 80 percent of funds for the new tax were earmarked for local county programs, with only 20 percent going towards state programs.  The public could easily see the reasoning behind Proposition 10 was sound in that basic controls were set up in allocation of the funds and it was clearly in the interest of the public, at least from a traditional liberal perspective, to use this money to fund appropriate social programs that would help children and their parents, as well as help fund education aimed to eradicate tobacco use.  County’s were further guaranteed control over their allocation of their funding so they could tailor the new programs to their specific needs.


Opponents to the bill took several approaches to try and bring the issue to a different level, first by making tobacco use an individual rights issue, and then defining the argument in terms of unfair taxation.  Focus was also shifted away from the positive benefits of the proposition by resurrecting the public’s fear of government bureaucracy.   The tobacco industry knew a public sick of big government was sensitive to the creation of new state agencies.  If Proposition 10 passed the  California Children and Families First Commission would be formed to oversee the new child development program, as well as 58 county commissions to deal with the funds.   The foes of the proposition argued that “Thousands of new bureaucrats, controlled by over 500 new political appointees, would spend millions of new tax dollars on new programs that have nothing to do with anti-smoking or breast cancer research programs.” 
  These general fears seemed easily assuage by auditing and local control embedded in the proposition, but the lobbyists pointed to past examples of bloated government, which seemed enough to convince some voters of the danger of the proposition.

 Adversaries provided a stronger argument against the proposition by stating that the new tax was a form of “taxation without representation” and would set an uncomfortable precedent for a singling out a group or activity for taxation.  Proposition 10, along with Proposition 99 excised a .87 cent tax total from cigarettes and equivalent totals from other tobacco products, creating a feeling among users that they were being singled out.  Tobacco users had already declined 52%
 under the impact from the Proposition 99, smokers in effect became a minority group, and voiced arguments echoing a concern for civil rights.  Extending their argument to its logical conclusion, the campaign against Proposition 10 made linkages that the new tax is discriminatory towards lower income California’s as well as racial and ethnic minorities, in that the new tax was disproportionately harsh to these groups.  Examining the point, one can see how such a tax would lead to increased economic burden for these groups if they wished to continue previous consumption habits, they would clearly be paying more.  However it seems improbable that Proposition 10 held the malicious intent of harming these groups, and unsound to use argument in garnering public support against the proposition.  Ironically, to those who where convinced by this argument, it would stand that these low-income and minortity groups would probably gain more through the public programs Proposition 10 would help fund, with the only economic repression occurring to those who continued to smoke at current levels. The drawing in of race and economics under careful analysis seems nothing but a clever political ploy, albeit a successful one by the tobacco lobby.

   Another point the opposition raised was the fact the newly funded social programs would be financed on shaky ground.  Studies from the impact of Prop 99 showed a marked decrease in the revenues from Tobacco products, due to reduced sales linked to the new tax.  For example after the passage of Prop 99 in 1988 and 1989 revenues stood at around $770 million.  However this declined to $639 million by 1995-1996.
  Both sides differed on agreeing why this reduction in taxable sales occurred, but the loss of revenues was indisputable.  The opponents used this fact to point out that Proposition 10 programs could not be adequately funded in the future, as revenue declined, leading to cut-backs in the program, or further drains on California’s general fund.  These issues raised by the opposition played a strong counterpoint to the positive aspects of Proposition 10, and seemed to convince some elements of public opinion to lean the other way, leading to its very narrow margin of victory.  However the major battle was not fought with tobacco use demographics and words, but with dollar bills.

Principle Players

 
 The main impetus behind Proposition 10  was Hollywood actor/director Rob Reiner.  Though the actors motivations for pushing the measure forward were somewhat mysterious, Reiner’s  political efforts did show an interest in early childhood programs. He founded the I Am Your Child campaign in 1997 with stated goals to “Raise public awareness and promote citizen engagement regarding the importance of the first three years of life, Provide families with young children the information and resources they need to promote healthy development and school readiness, Unite and expand the work being done on the national, state and local levels to provide comprehensive, integrated early childhood development programs that include health care, quality child care, parent education, and intervention programs for families at risk. Increase the public will to make quality resources and services more widely available to families with young children.”
  Reiner was also the chief source of financial support the initiative, along with a diverse group of individuals and corporations.  Some of the notable Hollywood stars that gave money included Stephen Spielberg, Billy Crystal, as well as Tom Cruise and Nicole Kidman.  Overall the campaign for Proposition 10 raised  $ 9,769,388.
  The diversity of interests that supported proposition showed it had strong cross-partisan and multi-base support,  which helped it squeak pass against an aggressively funded campaign  by the opposition.  Positive endorsement from nationally respected organizations as American Cancer Society, and  local organization such as the California School Boards Association also gave strong credibility to the proposition.

 The players against the passage of the proposition were a coalition of national Tobacco interests, including a massive donation from Philip Morris, over 20 million dollars.   The grand total expenditure for the opposition budget slightly exceeded 30 million dollars.
  It was hardly surprising that most of the money came almost exclusively from Tobacco companies and lobbying institutions, since in the past decade these groups had been fighting for survival on a national level against the fierce public backlash against their product.  The money spend by these organization clearly helped their argument, through cleverly targeted ads, and effective use of media to promote the perceived negative effects of the proposition.  For example an ad featuring Wilson Riles, a respected African-American leader, was shown in African American communities against the proposition. The effort to appeal to race was even more explicit in a print campaign. One anti-Proposition 10 brochures included a photo featuring eight elderly white men with the message: "Proposition 10 doesn’t guarantee diversity." In addition, the Proposition 10 opponents conducted a direct mail campaign aimed at African-American communities. Some communities received as many as six pieces of mail from the anti-Proposition 10 forces during the campaign. Money was also spent to purchased radio time in African-American communities, to the point that no more radio time was available.  Similar tactics were persued in other minority communities.

Analysis: Current and Projected Social, Political, and Economic Impacts
With so much controversy on both sides, and loud arguments advanced by supporters and detractors, it become important to bring the proposition back to its key elements in order to extract the current and future impacts the proposition will have and has had on California.  Fiscally, at the time of this paper, the act has behaved as expected within guidelines
 set out by California’s Legislative Analysts Office.  Briefly summarized the projected economic effects were new revenues of approximately $400 million in 1998-99 and $750 million annually thereafter for the California Children and Families First Program, to be given to new state and county commissions for early childhood development programs.  Revenues for Proposition 99 health care and resources programs were expected to be reduced about $18 million in 1998-99 and $7 million annually thereafter. General Fund revenues were expected to increase about $2 million in 1998-99 and $4 million annually after. County General Fund revenues were expected to increase about $3 million in 1998-99 and $6 million annually.   Unknown savings were also expected in public health programs, as smoking decreased across the state and cancer related illnesses. Initial reports and statistics show the distribution of funding
 following the propositions fundamental guidelines, with the resources being allocated appropriately from the tobacco taxes.  County boards have been set up respectively with research applied to determine which childhood programs should be enacted.  In some areas these programs have already begun to be executed.
 However the state should keep in mind that revenue decline will be consistent with the fiscal effects of Proposition 99 the state should plan for this decline within a 5-10 year period.

The social aims for passing the act was to decrease tobacco use among Californians, and preliminary statistics support the proposition is effectively doing so.  California has seen a 26% drop in consumption between 1998 and 1999, and a reduction of 12% in the total number of California smokers, or around 528,000 people.  Though some of this reduction can be attributed to the tobacco companies price increase of .45 cents per pack in 1999, Proposition 10 plays a key role as well. The combined effect of Proposition 10 and the tobacco settlement has also led to reduced profits for the tobacco industry in California, with earnings down by 101 million dollars.
   Proponents of Proposition 10 also promised a reduction in teen smoking, which has also occurred.  According to the California Department of Health smoking among 12-17 year olds has fallen from 10.7%  in 1998 to 6.9% in 1998  though there have been slight increases in young adult smoking.  Some attribute this to industry campaigns in bars, and targeted ads, but the industry is still losing the war
  

In the realm of public opinion Proposition 10 has remained in a positive light.  There have been only minimal legal challenges to Proposition 10 , with the most significant being Proposition 28
, which appeared on the March 2000 California Ballot. Proposition 28 attempting to repeal the tobacco surtax as well as prohibited any additional surtaxes unless enacted by the state legistilature.  Lacking funding from the tobacco companies, Proposition 28 was soundly defeated with nearly 72% of California voters voting against it.  Public opinion seemed firmly entrenched on continuing taxation, probably because the negative effects the foes of Proposition 10 painted earlier were simply not materializing.   Funding was going towards popular public programs; the act was doing exactly what it promised.  Public sentiment towards tobacco use seems unlikely to change in the near future and so any additional efforts by the tobacco industry to ameliorate the effects of this bill will most likely be served the same defeat as Proposition 10.

Conclusion


As we have seen Proposition 10 was a law that held many implications and nuances beyond the obvious goal of raising the tax on cigarettes and other tobacco products, and spurred a heated debate on both sides.  The implications of Proposition 10 for the tobacco industry showed that even with massive amounts of funding the public was beginning to ignore their product in the interests of public health and safety.  The proponents of Proposition 10 and anti-smoking forces can claim a sound victory as even early statistics show the rate of tobacco use steadily decreasing in the state of California, accelerated over national decline.  Though other states have not taken up California’s lead in passing additional surtaxes, probably because of the influx of money from the various tobacco settlements occurring across the nation, citizens and government should take note of the crucial lesson in social dynamics learned from Proposition 10.  The lesson that given a minority activity that is adequately disproved of by the public, one can successfully pass additional taxes on it, and subsequently decrease the level of the activity.  However policy makers must be careful not to ignore the implications on personal liberty and civil rights, and only utilize this policy tool on actions that directly and unarbitrarily affect public health or safety.  Tobacco use was such a case with clearly defined costs., research concluded that approximately 43 percent of direct costs related to smoking are public health costs and that smoking cost the California economy approximately $10 billion in 1993; equivalent to $314 per resident, or $2,014 per smoker that were a drain  on public health resources.
  Proposition 10, along with Proposition 99, though not without controversy, has proven an effective tactic for policy makers wishing to reduce smoking.
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