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Ohio Must Increase the Other Tobacco Products (OTP) Tax

What isthe OTP tax?

The OTP (other tobacco products) tax is an excise tax imposed by the state government on
tobacco products other than cigarettes. This includes snuff, chewing tobacco, pipe tobacco, cigars, and
mini-cigars. In Ohio, the excise tax on cigarettes has been raised numerous times, while the OTP tax has
not ?een changed since it was created in 1993. Ohio now has one of the lowest OTP tax rates in the
u.sS

How isthe OTP tax measured?

Taxes on OTP are measured differently than taxes on cigarettes. Most states, like Ohio, measure
the OTP tax as a percentage of the wholesale or manufacturer’ s price. Cigarettes are measured at a price-
per-pack rate. Ohio's OTP tax is 17% of wholesale price, while the cigarette tax is $1.25 per pack.
When put in equivalent terms, the OTP tax rate is less than half of the cigarette tax rate.

Increasing the OTP Tax Will Decrease Y outh Use

Numerous studies show that adolescents are extremely sensitive to increases in taxes on tobacco
products.® If the OTP tax continues to stay the same while the cigarette tax rises, youth will be drawn to
OTP.2 By contrast, raising the OTP tax will make other tobacco products a less appealing purchase and
prevent many teens from ever becoming addicted to tobacco.

Raising the price of OTP through a state tax increase will prompt a reduction in smokeless tobacco
use, especially among adolescents and young adults.* This has become even more important since
both R.J. Reynolds and Philip Morris have entered the smokeless tobacco industry during the past
year. B%th companies have a history of marketing to youth while falsely denying that they were
doing so.

A risein OTP prices to an equivalent of cigarette prices would keep many teens from using tobacco
products and could cause over half of those who already use OTP products to quit.®

If OTP taxes are increased by 10%, OTP use would drop as much as 6%.”

Thisinformation is provided for educational purposes only and is not to be construed as alegal opinion or as a substitute for obtaining legal advice from an
atorney. The Tobacco Public Policy Center provides legal information and education about tobacco and health, but does not provide legal representation.
Readers with questions about the application of the law to specific facts are encouraged to consult legal counsel familiar with the laws of their jurisdictions.

Last Updated on 10/17/2006 M:\Departments\Tobacco\OTP\OTP tax draft 7 - MLB 2.doc



Relatively Cheap OTP L eads to More Tobacco Use

Although smokel ess tobacco products may be less deadly than cigarettes, these products are not safe.
A low OTP tax may make smokeless tobacco a cheaper aternative to smoking that provides a gateway
to lifelong tobacco addiction. ® Moreover, the OTP tax applies to other products, like cigars and mini-
cigars, that are every bit as dangerous as cigarettes.

People who smoke may switch to OTP instead of quitting tobacco entirely because of a perceived
reduction in harm to their health, tobacco industry marketing, and decreased out-of-pocket costs.”
Tobacco companies have begun marketing mini-cigars and smokeless tobacco products to youth
because they are cheaper to purchase, they have fewer advertising regulations, and they can be
manufactured in avariety of kid-friendly flavors.*

A recent study of teens in Cuyahoga County (Cleveland area) found that more high school students
reported cigar use (18.9%) than cigarette use (16.2%)."* Thisislikely duein part to the lower tax on
cigars.
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