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“There is a danger to the euphoria that surrounds an unexpected 

source of revenue. This is the first session since I have been here [in 
1992] that there seems to be so little concern with the overall 

increases in spending, and I think the tobacco settlement is part of 
that. It’s a problem. Legislators have proposals to spend it five times 

over, and we don’t have it once.” 
— Connecticut State Senator Robert Genuario, on the eve of 

receiving the first infusion from the 1998 Tobacco Settlement.1 
 

 
“My greatest achievement was going after the tobacco 

companies. But my biggest disappointment is not being able to 
determine how the nearly $5 billion in settlement money allocated to 

Connecticut has been spent.” 
—Connecticut Attorney General Richard Blumenthal, one of the 

top five lead attorneys in the 1998 Tobacco Settlement, ten years 

later.2 
 

  

Executive Summary 
In 1998, Connecticut became one of 46 beneficiaries of the multi-state, $246 
billion Tobacco Settlement, a deal hammered out in backrooms between 

Attorneys General and the four major tobacco companies. For Connecticut, 

the settlement amounts to between $3.6 and $5 billion over the first 25 
years of the in-perpetuity agreement. At the time, public health advocates 

and state Attorney General Richard Blumenthal, who represented 
Connecticut in the lawsuit, expected that tobacco prevention and treatment 

programs would receive much of these funds. Ten years later Blumenthal 
was calling the state’s handling of the tobacco revenue ―a moral and social 

failure.‖3 Key findings of this report: 
 

 Connecticut has received nearly $1.29 billion from the settlement since 
distributions began in Fiscal Year 2000.  

 Of that, only $23 million, or less than 2% of the total Tobacco 
Settlement Funds, have been used on programs specific to reducing 

the number of smokers or anti-tobacco efforts.  
 86% of Tobacco Settlement funds, $1.1 billion, ended up in the 

General Fund for unrestricted spending.  

 The Tobacco Health and Trust Fund, set up to fund tobacco prevention, 
cessation and health programs, received only $134 million from the 

Tobacco Settlement over time. 
 Raids on that Trust Fund by the General Assembly have resulting in 

just $9.2 million in spending and a projected balance of just $11.1 
million. 



 3 

 The terms of the agreement allowed the tobacco companies to shift 

the cost of the settlement to consumers without fear of losing market 
share.  

 Connecticut collected an additional $2 billion in cigarette tax revenue 
since settlement funds started flowing to the state, bringing the state’s 

total cigarette-related revenue to more than $3 billion during these 
nine years. 

 In 2008, smokers paid the state of Connecticut nearly half a billion 
dollars in combined cigarette taxes and settlement money. 

 Despite all the revenue the state takes in from smokers, Connecticut 
was ranked 51st in the nation by the Campaign for Tobacco-Free Kids 

in 2008 for failing to spend enough on tobacco prevention. That year 
Connecticut spent just $1.19 million on tobacco prevention. For 

comparison, the Centers for Disease Control recommended $43.9 
million. 

 
 

 

Taking A Cut: A Brief History of the Tobacco Settlement  
In the 1990s, public health advocates achieved what was thought to be a 
climactic victory in their decades-long fight against Big Tobacco. The anti-

smoking advocates believed they had found the ―smoking gun:‖ documents 
which purported to show that the major tobacco companies had known all 

along about the health risks associated with smoking and had lied about it.4 

It was not just trial lawyers who took notice. In 1994, Florida became the 
first state to file suit against tobacco companies to collect damages. This 

filing was the shotgun that started a race among the states to get their 
share of any possible deal. Attorneys General across the United States 

initiated legal actions; Connecticut’s Richard Blumenthal took a lead role. By 
1998, four states had reached settlements with the major tobacco 

companies, and the remaining 46 coalesced around a Master Settlement 
Agreement (MSA).5 

 
The states’ legal argument focused on smoking-related Medicaid expenses 

bourn by the states, though their case may have benefited from popular 
sentiment against the tobacco companies due to the high human costs of 

tobacco use. These include increased health risks for a wide range of 
illnesses such as lung cancer, emphysema, and heart disease.6 In March of 

1998, as negotiations for the settlement were underway, the University of 

California at Berkeley’s School of Social Welfare released a report claiming 
that nationwide, 14.4% of all Medicaid expenses could be attributed to 

smoking (the report used 1993 data). In Connecticut, the report said, 
$181.8 million, or 12.56% of the annual Medicaid expenditures, were caused 

by tobacco use.7  
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In November 1998, four major tobacco companies, R. J. Reynolds, Philip 
Morris USA, Brown & Williamson Tobacco Corp., and Lorillard, settled with 

the states. The Master Settlement Agreement, the enforcing document of 
the tobacco settlement, includes the following major components: 

 
 Annual Payouts for States. Beginning in FY2000, states began 

receiving annual, in-perpetuity payouts estimated to reach $246 
billion in the first 25 years, according to the advocacy group 

Campaign for Tobacco Free Kids.8  
 

 Restrictions on Marketing, Advertising and Lobbying. The 
MSA eliminated many types of advertising including billboards 

and the use of cartoon characters. It restricts the use of tobacco 
brand names in merchandising and sponsorship of certain types 

of events, and it prohibits lobbying against certain types of 

legislation and administrative rules. 9 
 

 Protection for Tobacco Companies. Due to the MSA’s 
protections, the signing companies have been able to pass on 

the cost of the agreement to consumers without fear of losing 
market share. The MSA also grants the tobacco companies 

immunity from most kinds of legal action taken by the states. 
The agreement drafted by the Attorneys General and the four 

major tobacco companies includes a monetary incentive for state 
legislatures to go after non-settling tobacco manufacturers. If a 

legislature passed a ―qualifying statute,‖ that is, one that levied 
fines on the non-settling companies, the state would be 

rewarded with the possibility of higher payments over the long-
term. All states have passed such legislation. According to 

Thomas C. O’Brien of the libertarian CATO Institute, the 

agreement thus allows the settling companies to ―engage in a 
program of price fixing and monopolization.‖ Between 1998 and 

2000 the major tobacco companies raised the price for cigarettes 
by $1.10 per pack, more than covering the expense of the 

annual payments, the Campaign for Tobacco Free Kids alleges. 
Since 1998, an additional 40 tobacco companies have joined the 

MSA.10  
 

 
 

Expectations Notwithstanding 
During the four years of negotiations between the states and the tobacco 

companies, the public health benefits of the potential agreement were never 
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far from the talking points of its advocates. In 1997, when states had 

reached an agreement on a similar plan (which later fell through), Time 
magazine hailed it as the next best thing to a cure for cancer. The Attorneys 

General were only slightly less effusive. It’s ―the most historic public-health 
achievement in history,‖ said Mississippi’s Michael Moore. Massachusetts AG 

Scott Harshbarger, then president of the National Association of Attorneys 
General, compared it to the discovery of major vaccines.11 Clearly, the 

expectation was that the funds would be used to reduce smoking and help 
tobacco’s ―victims.‖ The spirit of the agreement comes through in the 

whereas clauses, including: 
 

―WHEREAS, the Settling States that have commenced litigation … 
[and] have agreed to settle their respective lawsuits and potential 

claims pursuant to terms which will achieve for the Settling States 
and their citizens significant funding for the advancement of public 

health, the implementation of important tobacco-related public 

health measures, including the enforcement of the mandates and 
restrictions related to such measures …‖12 

 
But has the state of Connecticut used these funds to significantly advance 

public health and implement important tobacco-related health measures? 
 

 
Let the Spending Begin 

Almost as soon as the ink was dry on the Master Settlement Agreement, 
disagreements surfaced about how best to spend the incoming proceeds. 

Politicians, anti-tobacco groups, and public health advocates all had their 
own prescriptions.  

 
In 1999 then-Governor John Rowland proposed using most of that year’s 

settlement money for tax rebates, property tax relief and increasing funding 

to schools. Anti-tobacco advocates had other priorities. They demanded 
significant spending on tobacco-related youth prevention programs and 

media campaigns, smoking cessation and other health programs. Attorney 
General Blumenthal agreed. Democrats in the legislature suggested the 

establishment of two Trust Funds, each to allocate 50% of the settlement 
funds. The first Trust Fund would be for tobacco education and the second to 

help cities pay for schools.13 A Republican state senator, Robert Genuario—
now Secretary of the state Office of Policy and Management—reflected on 

the situation with sober and prescient words: 
 

―There is a danger to the euphoria that surrounds an unexpected 
source of revenue. This is the first session since I have been here [in 

1992] that there seems to be so little concern with the overall 
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increases in spending, and I think the tobacco settlement is part of 

that. It’s a problem. Legislators have proposals to spend it five times 
over, and we don’t have it once.‖14 

  
The first payment to the state arrived in April of fiscal year 2000 via a 

national escrow fund. The escrow receives payments from all the signing 
tobacco companies and disburses them to each state. Connecticut’s portion 

goes directly to the State Treasurer, who deposits it into the state Tobacco 
Settlement Fund. From there, the funds are initially disbursed, annually, 

according to state law:15 
 

1. $12 million to the Tobacco and Health Trust Fund, an 
independent recommending body established in 2000. 

2. $4 million to the Biomedical Research Trust Fund, a granting 
body under the aegis of the Department of Public Health, 

established in Fiscal Year 2002. 

3. $10 million to the Stem Cell Research Fund, a granting body 
also run by the DPH, with disbursements to run from FY2008 

through FY2015. 
4. $100,000 and $25,000, respectively, directly to the Attorney 

General’s Office and the Department of Revenue Services. 
5. Any amount to the General Fund as requested by The General 

Assembly, for use as unrestricted funds. Unrequested amounts 
will be deposited in the Tobacco and Health Trust Fund. 

 
But the statute does not tell the whole story.   

 
Over the years the General Fund has absorbed $1.12 billion of the $1.3 

billion Tobacco Settlement funds received by Connecticut. Because these 
monies are unrestricted, they are fungible: The tobacco money may have 

been spent on roads or education; it may have contributed to tax relief, or it 

may have given life to any number of legislative pet projects.  
 
 

Tobacco Settlement Funds Net Distribution FY2000-2009 

FUND OR AGENCY Net Distribution (rounded) % of total 

General Fund $1,117,000,000 86.3% 

Tobacco and Health Trust Fund $122,000,000 9.5% 

Biomedical Research Trust Fund $24,000,000 1.9% 

Stem Cell Research Trust Fund $20,000,000 1.6% 

Attorney General/Dept. of Revenue Services $6,000,000 0.5% 

Tobacco Grant Account $5,000,000 0.4 % 

Department of Mental Health and Addiction Services $500,000 >0.1% 

TOTAL $1,294,500,000 100.0% 
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(Figures for both charts based on data from the Office of Fiscal Analysis, 

2008 and recent updates provided by OFA and the Office of Policy and 
Management.16) 

 
 

 

Tobacco-Related Spending: $23 Million Over 10 Years 
Tobacco-related spending, for the purposes of this paper, is defined as 

Tobacco Settlement funds spent on any one or combination of the following: 
smoking cessation programs; marketing of anti-tobacco messages; 

education and prevention programs for youth and adults; tobacco 
enforcement; administration related to crafting a tobacco control plan; and 

medical research that is at least arguably related to diseases for which 
tobacco-users are at higher risk.17 

 

About $23 million dollars of the Tobacco Settlement Funds have been spent 
on tobacco-related programs as follows: 

 
1. The Tobacco and Health Trust Fund: $12.8 million 
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 Board Recommendations, $9.2 million.  

 Other state agencies (through statutory transfers), $3.6 
million.18 

 
2. The Biomedical Research Trust Fund: $5.9 million spent on 20 grants 

awarded to two institutions—Yale University and the University of 
Connecticut.19 

 
3. The Tobacco Grant Account (Office of Policy Management): $4.2 

million for an anti-smoking media campaign, tobacco enforcement 
efforts and various tobacco education activities. This account is no 

longer operative.20  
 

Please see the Appendix, Attachments B-F, for itemized breakdowns of these 
and other expenditures of the Tobacco Settlement Funds. 
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(Summarizes tobacco-related spending of Tobacco Settlement Funds across various agencies and 

trust funds. Figures extrapolated from data provided by the Office of Fiscal Analysis and the 

Fiscal Year 2009 Report of the Tobacco and Health Trust Fund.
21

) 

 

  
 

Raiding The Tobacco and Health Trust Fund  
 

The Tobacco and Health Trust Fund22 is the ―face‖ of the tobacco settlement 
in Connecticut and is by far its largest recipient after the General Fund. Its 

obligation is to make recommendations to the legislature’s Appropriations 
and Public Health Committees for how these tobacco funds are used. The 

Trust Fund’s stated objectives include the creation of ―a continuing source of 

funds.‖ These funds are to be used on programs that reduce tobacco abuse 
through prevention, education and cessation programs; that reduce 

substance abuse; and that ―meet the unmet physical and mental health 
needs in the states.‖24  

 
The trust has received an aggregate total of $134 million in the years since 

the settlement, beginning with initial grants of $20 million in each of Fiscal 
Years 2000 and 2001, and $17 million in 2002. By law, at least $12 million 

from the Tobacco Settlement Fund goes to the Trust.  
 

To help the Trust Fund build an endowment, the legislature imposed 
restrictions on how much the Trustees could recommend for disbursement—

just up to half of the net earnings of the Trust Fund and none of the 
principal.25  As a result, the Trust Fund was able to recommend less than $3 

million in spending over its first eight years. 

 
In 2008, with prodding from the Governor’s office, the legislature increased 

the amount the Trustees may recommend. The Trustees now have access to 
the principal itself—one-half of the previous year’s annual disbursement or 

$6 million, whichever is less—plus 100% of the net earnings of the previous 
year.26  

 
With more breathing room, the Board of Trustees recommended the 

maximum, $6.8 million, for disbursements in FY2009.27  The 
recommendations, which were approved by the legislature and detailed in 

the Trustee’s 2009 and subsequent updates (see Appendix A-C) include: 
 

 $2 million to fund an existing tobacco cessation telephone 
service (information, counseling and pharmacotherapy) known 

as the Quitline 
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 $2 million for counter marketing (mass media campaigns to 

reduce tobacco use) 
 $1.2 million for cessation programs for mentally ill individuals 

 $500,000 to monitor ―program accountability, including progress 
in achieving outcome objectives.‖ 

 $412,456 for ―community-based‖ cessation programs 
 $500,000 for 10-20 school districts to support prevention and 

cessation programs 
 $250,000 to create a ―Lung Cancer Research Tissue Repository 

and Database‖ 
 

But the vast majority of the funds sent to the Trust Fund have been raided 
by the legislature. Despite having received over $134 million from the 

Tobacco Settlement over time, the Trust Fund has recommended just $9.2 
million in spending and the June 30, 2009 projected balance of the Tobacco 

and Health Trust Fund stands at just $11.1 million.28 

 
For example, in FY2009, statutory transfers bled $14 million from the Trust 

Fund’s balance sheet, including $11 million to the Department of Social 
Services’ Charter Oak Health Plan. The General Fund requested $21.6 million 

more during its FY2009 budget adjustments. 
 

 
Tobacco and Health Trust Fund Expenditures: FY2000 – FY2009 

 

  
 

 
 

 
 

 
(Figures based on data from 

the Tobacco and Health 

Trust Fund Fiscal Year 2009 

Report, inclusive of 

estimates for FY2009 as of 

June 12, 2009.29) 
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Stem Cell Research Fund 

More tobacco settlement revenue has been spent in one year on 
controversial stem cell research than the Trustees of the Tobacco and Health 

Trust Fund have been able to recommend for disbursement over its entire 
10-year existence. 

 
While the Trustees of the Tobacco and Health Trust Fund were able to 

disburse $9.2 million from 2000 to 2009, the Stem Cell Research Trust Fund, 
which received its first annual Tobacco Settlement infusion of $10 million in 

FY2008, has already doled out most of that, or $9.8 million. The Research 
Fund will continue to receive $10 million dollars annually from the Tobacco 

Settlement through FY2015.33 (See Appendix, Attachment A, for additional 
information.) 

 
Outrage from Some Quarters 

Connecticut’s spending priorities for its share of the Tobacco Settlement 

funds has not gone unnoticed. In 2008, the Campaign for Tobacco Free-Kids 
ranked Connecticut dead last among all 50 states and the District of 

Columbia for spending on smoking prevention programs. In that year, 
Connecticut spent $1.19 million of federal grant funds on tobacco 

prevention, but zero of its own. The annual list looks at a state’s entire 
spending across all revenue streams and compares a state’s anti-tobacco 

spending to the Centers for Disease Control’s recommended spending levels. 
In 2009, Connecticut rose to 29th place by spending $8.3 million on tobacco 

prevention, in large part due to the recommendations by The Tobacco and 
Health Trust Fund. Yet the CDC recommends Connecticut spend $43.9 

million annually, or roughly five times what it does.34 
 

In a New York Times piece covering the 2008 Tobacco-Free Kids ranking, 
reporter Alison Leigh Cowan noted that ―Connecticut has never spent more 

than a few million dollars on tobacco prevention or smoking cessation, 

though it has drawn praise from the group for imposing stiff cigarette taxes 
and banning smoking in public places.‖  In that same article, Attorney 

General Blumenthal noted ruefully that ―Connecticut has essentially failed in 
its obligation and opportunity to use money from the tobacco settlement to 

fight tobacco … We should be embarrassed and outraged by this evidence of 
our moral and social failure.‖35 

 
The Campaign for Tobacco Free-Kids considers only spending on tobacco 

prevention, and does not factor in spending for other tobacco-related causes 
such as cessation programs and disease research.  
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What of Those Cigarette Tax Monies? 
Focusing on the settlement money actually understates the extent to which 
Connecticut is dependent on tobacco for revenue. Far greater than the 

money Connecticut receives through its share of the Tobacco Settlement is 
what the state takes in by direct taxation of tobacco products. In 2008, that 

figure was $306 million36 (compared to $141 in Settlement Funds37).  

 
The first state cigarette tax was enacted in 1935. Back then, smokers paid 

the state three cents for a pack of cigarettes. Today, the tax has risen to $2 
a pack – or ten cents per cigarette. Cigarette taxes are a reliable revenue 

stream for states, with few apparent political drawbacks.  
 

History of Cigarette Tax Increases in Connecticut 
 

 

 
Note: n/a means not available. In 1956, the tax was raised to four cents and then lowered back to 

three. In 1971, the tax was raised twice: first to 21 and then to 26 cents. Data is taken from ñThe 

Tax Burden on Tobacco,ò published in 2007 by Orzechowski and Walker.
38

  

 
The gap between tobacco-related revenue to the state and money spent on 

fighting smoking underscores what some see as an inherent conflict of 
interest. In FY 2009, Connecticut spent only $8.9 million on tobacco 

prevention, including use of Tobacco Settlement Funds, and spent none of 

Fiscal Year  
Ending June 30th 

Rate of Tax per Pack 
at  Date of Change 

Gross State  
Cigarette Taxes  

Not adjusted for inflation. 

1935 $0.03 n/a 

1961* $0.05 $12,680, 000 

1963 $0.06 $20,575, 000 

1965 $0.08 $24,953,000 

1969 $0.16 $35,335,000 

1971* $0.26 $57,202,000 

1989 $0.40 $97,623,000 

1991 $0.45 $114,506,000 

1993 $0.47 $117,495,000 

1994 $0.50 $119,272,000 

2002 $1.11 $151,324,000 

2003 $1.51 $251,979,000 

2007 $2.00 $264,020,000 
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its own revenue to fight smoking the year before that.39 In these two years, 

the state received approximately $940 million in tobacco-related revenue. 
 

The $2 per-pack tax along with a $1.01 federal excise tax (includes a $0.62 
increase that went into effect in April of 2009) represents 40% of the retail 

price of cigarettes in Connecticut.40   
 

A 2009 effort to raise the state tax to $2.50 per pack failed in the 
legislature.41 That idea may yet resurface. 

 
In 2008, Connecticut received $470 million in combined tobacco revenues: 

$329 million from cigarette taxes and $141 million in settlement funds. 
  

Total Tobacco-Related Revenue Compared to Tobacco Prevention Spending in 
Connecticut 2000-2009 

 

Fiscal Year 
Cigarette Tax 

Revenue 

Tobacco 
Settlement 
Revenue 

Total Tobacco 
Revenue 

Tobacco 
Prevention 
Spending 

Percent 
of CDC 

Min. 

2000 $117,425,635 $150,000,000  $267,425,635 $4,000,000  18.80% 

2001 $114,847,459 $112,500,000  $227,347,459 $1,000,000  4.70% 

2002 $156,485,164 $140,000,000  $296,485,164 $600,000  2.70% 

2003 $251,495,142 $137,900,000  $389,395,142 $600,000  2.70% 

2004 $275,908,244 $116,600,000  $392,508,244 $500,000  2.40% 

2005 $270,322,117 $118,300,000  $388,622,117 $100,000  0.30% 

2006 $267,809,756 $108,600,000  $376,409,756 >$100,000  0.20% 

2007 $264,155,137 $113,700,000  $377,855,137 $2,000,000  9.40% 

2008 $329,499,570 $141,300,000  $470,799,570 $1,200,000  5.60% 

2009 $315,000,000* $153,800,000 $468,800,000 $8,300,000 18.90% 

FY00-0 $2,362,948,224 $1,292,700,000  $3,655,648,224 $18,300,000  6.57% 

 

Note: Cigarette Tax Revenue data is taken from the State of Connecticut Annual Report 2007-2008; 

Tobacco Settlement Revenue is taken from the Connecticut Office of Fiscal Analysis; and Tobacco 

Prevention Spending figures are from the Campaign for Tobacco-Free Kids. *FY09 Cigarette Tax 

Revenue is the June 20, 2009, estimate by the Office of Policy and Management in its consensus letter to 

the Office of Fiscal Analysis.  

 

 

Conclusion: Smoking Profits More than Just Tobacco 
Companies 
 
15.5% of Connecticut’s adult population, and 21.1% of its high school age 

youth, smoke.42 It is from their pockets that nearly a half a billion dollars 
goes into Connecticut’s coffers each year, nearly none of which goes toward 

tobacco prevention. Of the more than $1 billion dollars smokers have paid in 
increased cigarette costs occasioned by the Tobacco Settlement, just $23 
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million has been spent to prevent smoking, help smokers quit or treat those 

who suffer from its deadly side effects. 
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