
AN ANALYSIS OF THE SETTLEMENT BETWEEN FORTY OF THE UNITED

STATES AND THE TOBACCO INDUSTRY

The Tobacco Master Settlement Agreement (MSA) was entered in November , originally The states settled their
Medicaid lawsuits against the tobacco industry for In the mid s, more than 40 states commenced litigation against the In
exchange the companies would be freed from class-action suits and.

SPMs that failed to join the MSA within 90 days of its execution do not receive the benefit of any
grandfathered amount. Tobacco control advocates need to understand that, whatever their merits, their
objectives, valid as they are, will usually be less important to state legislators than minimizing the need to
raise taxes while satisfying the perennial major constituents for state spending, especially education and
Medicaid. Many of the longer-term bonds have been downgraded to junk ratings. If an NPM concentrated its
sales in a few state with low allocable share percentages, however, the NPM could obtain a refund of much of
its escrow payments. Outdoor, billboard and public transit advertising of cigarettes was eliminated. However,
each state sets its own policies and possesses different economic, social, and environmental characteristics. By
the mids, individuals in the United States began to sue the companies responsible for manufacturing and
marketing cigarettes for damages related to the effects of smoking. Seven states had allocated significant
amounts of MSA money to tobacco grower assistance and general economic development. To enact new or to
change old policies, advocates need to construct and maintain coalitions of interest groups, each of which will
have its own imperatives and preferences. The MSA is an important source of funds for tobacco control, but
even if MSA revenues are used for purposes other than tobacco control, the resulting increased cost of tobacco
products will itself significantly contribute to the goal of reduced consumption. HN2The amended statute,
therefore, now provides that an NPM will be entitled to a refund[t]o the extent that a tobacco product
manufacturer establishes that the amount it was required to place into escrow, based on units sold in the state.
Although some communities within Texas including the cities of Austin and El Paso have strong antismoking
regulations, the tobacco industry has been very successful in limiting the use of additional state suit funding
for any antitobacco initiatives. See PX  Further research and critical analysis are needed to assess the
individual impact of the MSA in relation to other efforts at tobacco reduction eg, taxation, workplace
initiatives, youth smoking programs, and so forth. By state[ edit ] Documents relating to the initial lawsuits
filed by each individual state are available at the UCSF website. This "Allocable Share" as measured by a
percentage of the total funds in escrow does not vary according to how many cigarettes are sold in a particular
state in a given year. Proponents of this argument claim that certain restrictions on pricing make it more
difficult for small growers to compete with " Big Tobacco ". Finally, given the above three points, from a
policy perspective it is clear that tobacco control advocates should continue to lobby for more MSA spending
but they should not overestimate the importance of such funds in the ultimate fight against tobacco. Over time,
as general public opinion has become less supportive and tolerant of tobacco use, and as the costs in
health-care spending have become greater, state policies toward tobacco control have generally become more
aggressive and restrictive. In the largest civil litigation settlement in U. These companies, referred to as the
Subsequent Participating Manufacturers SPMs , are bound by the Master Settlement Agreement's restrictions
and must make payments to the settling states as set forth in the Master Settlement Agreement. The payment
amount of a particular OPM is also dictated by the "Volume Adjustment," which compares the number of
cigarettes sold in each payment year to the number of cigarettes sold in  Twelve states have successfully
fought against this argument in court during the last two years and the enforcement of the MSA continues
throughout the United States in perpetuity. Sorrell of Vermont, Chairman of the NAAG Tobacco Project,
underscored the urgency of "all States taking steps to deal with the proliferation of NPM sales, including
enactment of complementary legislation and allocable share legislation and consideration of other measures
designed to serve the interests of the States in avoiding reductions in tobacco settlement payments. That
adjustment lowers a state's allocated share of the annual MSA payment if the OPMs lose market share to
NPMs and if "a nationally recognized firm of economic consultants" determines that the MSA was "a
significant factor contributing to the Market Share Loss for the year in question. In exchange the companies
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would be freed from class-action suits and litigation costs would be capped. September 3 The nation's largest
cigarette makers raised wholesale prices Tuesday an average of 7. Because tobacco is a lucrative and heavily
taxed product, governments that both regulate tobacco and require tax revenue will always be ambivalent in
their attitudes toward tobacco consumption and cessation. In that circumstance, the NPMs' total escrow
obligations to all states with similar tobacco statutes approximately totaled the payments those NPMs would
have made under the MSA. Florida , Minnesota , Texas and Mississippi had already reached individual
agreements with the tobacco industry. It should be noted that four states [Florida, Minnesota, Mississippi, and
Texas] do not have tobacco revenue disbursed via the MSA because, as noted earlier, they concluded their
own legal settlements with the tobacco companies, containing different revenue payment arrangements. Learn
the basics of the Master Settlement Agreement. One commentator further explains that the calculations under
the [originally enacted escrow] statutes were based on an assumption that a nonparticipating manufacturer sold
cigarettes nationally. As noted earlier, even diverted MSA monies can serve useful purposes in areas such as
health and education. Basically, the tobacco companies had money; the states and their hired-gun attorneys
wanted money; so the companies paid and the states collected. On June 20, , Mississippi Attorney General
Michael Moore and a group of other attorneys general announced the details of the settlement. Since the MSA
was signed in November , about 40 other tobacco companies have signed onto the agreement and are also
bound by its terms. The model Contraband Statute provides that excise tax stamping agents may not stamp
cigarettes for sale in the state unless the manufacturer becomes a PM under the MSA or is an NPM which
makes all escrow payments required by the Escrow Statute. Coverage of the Tobacco Settlement December 15
Banner Year Predicted for High-Profile Tobacco Lobbyists Lobbyists anticipate that will be a banner year,
with an array of business-related legislation on the agenda, including Microsoft fending off challenges to its
marketing practices.


