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‘‘Healthy People 2000’’ goals in order to
avoid the need to comply with any
optional provisions. For example, the
industry could work to reduce the
prevalence of underage tobacco use by
contributing either financial or staffing
resources to local civic or public
programs, by developing and
disseminating effective educational
materials, or by establishing its own
surveillance programs. FDA does not
know which of these activities, if any,
the industry might support; but the cost
of such activities could be substantially
less than the cost of complying with an
optional provision of the outcome-based
objective. For example, if the cost of a
retail surveillance visit were $25, an
industry program to monitor selling
procedures in all 700,000 retail outlets
twice a year would cost $35 million.
SAMHSA estimated that the
establishment and implementation of
effective State-administered retail
surveillance systems would cost about
$30 million annually.

3. Costs to Retail Outlets
SAMHSA recognized that retail

businesses would bear new costs for
duties such as training staff, posting
signs, and checking for compliance. It
believed the largest component of these
costs would be for the ‘‘time spent in
instructing sales clerks that they must
avoid selling to minors and in dealing
with occasional lapses.’’ SAMHSA
projected these costs at roughly $100
per year per establishment, or $100
million for an estimated 1 million
establishments. SAMHSA noted,
however, that ‘‘effective training may
already be in place in a third or more
of all businesses.’’ 40 FDA has developed
its own estimates of the costs likely to
be incurred by the retail sector for
additional employee time or other
expenses and finds that they do not
differ substantially from the SAMHSA
estimate.

Training. SAMHSA reports that the
average retail store has 12 employees,
which implies a total of 8.4 million (12
× 700,000) affected retail employees.
Assuming retail employee
compensation of $15,410 annually,41

providing instructions for 15 minutes
per employee amounts to about $16
million per year. Adopting the
SAMHSA finding that one-third of the
retail outlets are already conducting
some training lowers this cost to $10
million.

I.D. checks. Retail establishments
would bear additional costs if they must
check the identification of purchasers,
because many establishments do not
currently conduct such checks. The
burden imposed would vary with the

flow of business in any particular outlet.
In some instances, the additional
workload might compel the hiring of
additional employees. At other times,
the age verification would cause little
productive time loss, or the
establishment would shift some of the
cost to customers through an increase in
the average amount of time customers
wait in line to make purchases. For this
analysis, FDA has assumed that the
affected establishments would bear all
of the costs imposed by this
requirement. Based on data from the
1994 Surgeon General’s Report 42 on the
tobacco consumption of cigarette
smokers 5 to 6 years after high school,
and national data on the annual per
capita consumption of smokeless
tobacco,43 FDA estimates that
consumers aged 18 to 26 purchase 2.4
billion tobacco products a year. Since
FDA does not know how many of these
purchases are for multiple items, the
agency has conservatively assumed that
the number of consumer transactions is
about 2.2 billion. The time needed to
conduct identification checks for these
transactions would vary, but if 75
percent of the transactions were
extended by 10 seconds and the average
value of employee time was $15,410,44

the added time cost would amount to
2.1 cents per purchase, or $35 million
per year. Assuming current compliance
at 20 percent reduces the incremental
costs to $28 million. Tobacco
transactions involving underage
smokers were excluded from this
calculation, based on the assumption
that they would decline dramatically
once compliance with the regulation
was achieved.

Self-service ban. The proposed ban on
self-service displays would affect a
number of retail stores, although
shoplifting concerns have already
caused many establishments to place
tobacco products in areas not directly
accessible to customers. Retailers that
have discontinued self-service displays
have typically modified their stores by
either: (1) Placing tobacco products on
shelving located directly behind or near
all checkout lines, (2) placing tobacco
products behind one or two checkout
lines only, similar to the ‘‘cash only’’ or
‘‘less than 10 items’’ lines commonly
found in supermarkets, (3) dispensing
tobacco products from a controlled area
of the store, where store employees
typically conduct other administrative
or customer-service tasks, or (4)
installing a signaling system, whereby
assigned store clerks bring requested
tobacco products to individual checkout
stations. Each store’s physical
configuration determines the most cost-

effective approach, but at least one
regional survey found that retail outlets
readily complied with comparable local
ordinances without architectural
remodeling or substantial refitting of
checkout counters or store aisles.45

Certain retail outlets that sell large
volumes of cigarettes by the carton
would bear the greatest burden from this
proposed provision, because the
physical size of cartons may preclude
their placement in close proximity to a
cashier. Most cigarette cartons are sold
in the 56,000 largest retail outlets,
including 23,000 supermarkets,46 12,800
general merchandise outlets, and 20,200
chain drug stores.47 If three-quarters of
these outlets spent an average of $300
each for labor and materials to
accomplish this relocation, the one-time
cost would be about $12.6 million. The
remaining 645,000 smaller retail
establishments would typically need to
do much less, since small packages can
almost always be stored adjacent to or
directly above a cashier. Most outlets
already keep the majority of cigarette
packs in such restricted areas, although
most smokeless tobacco products may
have to be relocated. FDA has assumed
that 50 percent of these smaller outlets
would take 2 hours, and 25 percent
would take 4 hours to complete any
necessary relocation of stock. At an
estimated $7.70 labor cost per hour, this
adds a one-time cost of $9.9 million, for
a total of about $22.5 million. As noted
above under the ‘‘Cost to
Manufacturers’’ section, manufacturers
often pay partially or even completely
for behind-the-counter shelving or
locking cases for use in retail
establishments. Thus, FDA assumed
that this $22.5 million one-time cost
would be shared equally by
manufacturers and retail outlets.

The required reconfiguration of
tobacco displays may also impose added
labor costs for each purchase
transaction, especially for those outlets
that adopt signaling-type systems or that
move inventory to areas located further
from employee workstations. To
estimate any additional labor costs, FDA
has assumed that the ban on self-service
tobacco displays would require 10
seconds of additional labor time for 75
percent of all retail transactions
involving cartons of cigarettes. Based on
an estimated 900 million retail
transactions for cigarette cartons and an
annual employee compensation of
$15,410,48 this added labor cost projects
to about $14 million per year. This
estimate understates actual costs if the
required changes have a greater than
expected adverse affect on labor
productivity, but overstates actual costs
if current compliance exceeds 25


