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THE TOBACCO PROGRAM 

ISSUE; 

Most tobacco produced In the United Slates Is under the Federal price support-production 
control program. The tobacco program operates under permanent legislation, and does not 
have to be renewed by 5- or 7- year Farm Bills. 

IMPORTANCEt 

Tobacco provides $3 billion In income annually to producers. The price support-production 
control program stabilizes production and income for small and large producers. 

TALKING POD^S: 

• Producers of different kinds of tobacco vole In triennial referenda to determine if 
they wish to continue die Federal tobacco program for their kind of tobacco. 

• In a referendum in late February, 97.5 percent of buriey producers voted to 
continue the price support-production control program, as they have for many 
years. 

• In 1997, over 600 miUion pounds of buriey tobacco was produced In the United 
States - 70 percent in Kentucky. 

• Including sales from fire-cured and dark air-cured tobacco, Kentucky tobacco 
producers received over $800 million from the 1997 crop. Tobacco sales represent 
over 40 percent of crop sales receipts and over 20 percent of all agricultural sales in 
Kentucky. 

BACKGROUND; 

In spite of the controvert surrounding the Federal program, tobacco-state congressmen were 
able to obtain permanent l^islatlon. However, numetx)us changes have been made to the 
program yia amendments to Farm Bills or other legislation. The most notable is the No-Net-
Cost Tobacco Program Act of 1982, which requires the tobacco price support program to 
operate at no-net-cost to taxpayers. This program is currently under additional criticism as die 
Congress acts on the tobacco settlement. 

IkSXi 

The Federal tobacco program Is under permanent legislation, which has provided production 
and income stability fbr tobacco producers since the late 1930's. Tobacco is a key source of 
income for several states, especially Kentucky. 

CONTACT; Vemer Grise, Tobacco and Peanuts Division. PSA 202-720-5291; home 
703-354-1887 



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE: 

Proposed provisions to help tobacco farmers in the Ford Bill ("Leaf Act") section of the McCain 
Bill in relation to the proposed National Tobacco Settlement. 

DISCUSSION: 

The tobacco settlement will have a wide reaching impact on all segments ofthe tobacco industry, 
but a disproportionate effect on small and minority tobacco quota owners and producers. Ofthe 
338,000 individual tobacco quotas nationwide, nearly 66 percent are considered small farm 
operations. Five percent of all quotas are ovmed by minorities, the majority of which run small 
and family-sized operations. If a settlement is reached, cigarette prices would increase sharply 
because of manufacturer payments or increased taxes, and tobacco production would decline 
with a concomitant reduction in income. Limited resource farms would be especially vulnerable 
because of their already low level of income and significant dependence on tobacco as a source 
of family income. 

BACKGROUND: 

Several bills have been introduced to compensate tobacco quota holders and producers for the 
reduced income resulting from a tobacco settlement. The three bills that received the most 
attention were the Ford Bill (as known as the Leaf Act), the Lugar Bill, and the Robb Bill. The 
Leaf Act would continue the current program with payments for lost production, the Lugar Bill 
would buy out quotas and eliminate the current program, and the Robb Bill would shift the 
program from a Federal to privatized program. The tobacco farm leadership has adopted the 
Ford Bill/Leaf Act as a model and incorporated some provisions of the Robb Bill, especially for 
flue-cured tobacco. 

The Ford Bill has been incorporated in the McCain Bill (S.1415) as the farmer portion of the 
McCain Bill. On April 1, the Senate Commerce Committee approved the bill, 19 to 1, and 
Senator McCain said he hoped the Bill would be before the ftill Senate before memorial Day. A 
few modifications were made during the markup, but the thrust ofthe farmer portion ofthe Ford 
Bill remained intact. 

TALKING POINTS: 

As we understand the current compromise, the following are the main points included in the 
farmer portion of the McCain Bill: 

• Payments to Farmers for: 

* Burley, fire-cured, and dark air-cured tobaccos - (In Kentucky, more than 95 
percent of the quotas are for burley tobacco). 



o All quota holders given a one-time option to relinquish quota and get 
$8.00 per pound over 10 years or less. 

o Remaining quota holders get payments to the extent quota falls below the 
base level equal to $4 per pound for every pound quota drops, with a 
lifetime limit of $8 per pound times the entire base quota. 

o Quota lessees and tenants get (1) option to acquire relinquished quota and 
(2) payments to the extent quota falls below the base level equal to $2 per 
pound for every pound quota drops, with a lifetime limit of $4 per pound 
times the base quota. 

* Flue-cured tobacco - (Not produced in KY, but produced in NC, SC, GA, FL, 
VA, and AL) 

o All quota holders relinquish quota and get $8 per pound over 10 years or 
less. 

o Active quota holders will be issued permits limiting right to produce 
future crops. 

o Quota renters and tenants get (1) permits limiting right to produce future 
crops and (2) payments to the extent national quota falls below the base 
level equal to $2 per pound for every pound quota drops, with a lifetime 
limit of $4 per pound times the entire base quota. 

Base Quota Years - Years upon which payments will be based are the average of 1996 
through 1998 crop years. 

* Burley - base quota 657 million pounds. 

* Flue-cured - base quota 885 million pounds. 

Costs Incidental to the Tobacco Program - All USDA costs associated with tobacco 
are paid out of a tobacco growers trust ftmd, including administrative costs, crop 
insurance, cooperative extension service costs, and any other costs, as calculated by the 
Secretary of Agriculture. 

Farmer Opportunity Grants - Quota holders and active tobacco producers and their 
families are eligible for higher education grants of up to $1,700 per academic year, 
adjusted upward every five years by $300. Academic eligibility is modeled after Pell 
grants, and program is administered by the Secretary of Education. 

Benefits for Displaced Workers - Up to $25 million annually for 10 years will be made 
available to provide benefits for displaced workers program. The program is 



administered by the Secretary of Labor. 

Tobacco Community Economic Development Grants - Block grants to tobacco States 
will be made annually for rural business enterprise grants, farm ownership loans, 
initiatives which create farm and off-farm employment, expanding infrastructure, long-
term business technical assistance, supplemental agricultural activities, value-added 
agricultural initiatives, and compensation to auction warehouse owners. 

Total Costs ofthe Farmer Portion ofthe McCain Bill - $28.5 billion total over 25 
years, $2.1 billion per year for the first ten years, $500 million for years 11-25. 

* Annual payments to tobacco farmers set at $1.65 billion for up to ten years. 

* Economic development grants set at $375 million minus administrative costs for 
first ten years. Six percent of economic development funding is earmarked for 
auction warehouse owners for ten years. 

Total Cost to Industry/Cigarette Price Increase 

* Total cost to tobacco manufacturers over the 25 year period are projected to be 
$516 billion. 

* An increase in cigarette prices of $ 1.10 per pack over five years was anticipated. 
Sixty-five cents of that increase occurs in 1999. 

* Consumption would fall nine to ten percent because of the 65 cent cigarette price 
increase. Demand for U.S. flue-cured and burley would decline by a similar 
amount or even more as manufacturers attempted to trim costs by using greater ' 
quantities of cheaper imported leaf 

Other Provisions of the McCain Bill -

* Civil liabilifies damages capped at $6.5 billion per year. 

* Marketing and advertising aimed at children would be curtailed. 

* Goals of reducing youth smoking of 15 percent in three years and 60 percent in 10 
years were established. 

* The Food and Drug Administration would be given broad latitude in regulating 
tobacco products. 



HIGHLIGHTS OF KENTUCKY TOBACCO FARMER SURVEY 

A new survey of 400 Kentucky tobacco farmers shows strong support for provisions of a 
national tobacco plan to discourage tobacco use by yoQng people and to provide 
assistance to tobacco-dependent communities. While most of the farmers would prefer to 
cpntinue growing tobacco as they have for years under the current tobacco program, they 
express some uncertainty about the future of tobacco farming and are therefore willing to 
explore altematives. The fanners surveyed also question how concemed the tobacco 
companies are about the well-being of tobacco farmers. 

Support for National Tobacco Control Measures 

Almost three-fourths of Kentucky tobacco farmers support establishing a national 
minimum age of eighteen for buying tobacco products, with the requirement that retailers 
check identification of all young buyers. Just 15 percent oppose this provision as part of 
a national tobacco policy. Sixty-four percent support prohibiting tobacco companies from 
marketing or advertising to children, with just 22 percent opposed. 

The farmers are also want consumers to know what is in tobacco products. Eighty-three 
percent support a requirement that tobacco companies provide accurate information about 
the ingredients of their products. 

The tobacco farmers clearly believe they should be part of any national tobacco policy. 
Nearly three-fourths (73%) of those surveyed say a national tobacco policy should 
provide economic development assistance to tobacco-dependent communities. Sixty-
eight percent support allocating a portion of revenues from a federal excise tax on 
tobacco products to tobacco-dependent communities. 

This level of support for public health measures is somewhat surprising given that large 
majorities of the farmers surveyed agree that health groups (84%) and restrictions on 
smoking (76%) are a threat to tobacco farmers. 

Opinions on the Tobacco Program 

While most Kentucky tobacco farmers (82%) agree Congress should leave the tobacco 
program alone, a majority (59%) believe the program will be eliminated within the next 
five years. Thus, it is not surprising that just 41 percent of the farmers siuveyed say it is 
very likely that they or someone in their family will be growing tobacco on their fanh in 
ten years; another 19 percent say it is somewhat likely. Fifty-nine (59%) say that if they 
had children, they would encourage them to grow tobacco. 

This uncertainty about the tobacco program leads 57 percent of Kentucky tobacco farmers 
to favor a voluntary buyout, where they could either decide to keep their quota or sell it. 
Another 7 percent support a mandatory buyout that would end the current quota and price 



support system for everyone. About one-fourth (27%) oppose a burley buyout of any 
kind, saying the current program should be maintained. When asked what a fair buyout 
price would be, the median response was $12, although almost 20 percent offered no 
response. 

Forty-eight percent of the tobacco farmers said they are very (16%) or somewhat (31%) 
interested in trying additional non-tobacco activities on their farms. Forty-three percent 
said they are somewhat (8%) or very (35%) uninterested. Reflecting this split, 43 percent 
said they would use money from a buyout to expand or diversify their farming operation. 
The most popular uses of the funds were to invest in a savings or retirement plan (71%) 
and pay off debts (69%). 

Opinions of Tobacco Companies 

The uncertainty on the part of tobacco farmers about the future of the enterprise may 
reflect, in part, their apparent ambivalence toward the tobacco companies. One-half of 
those surveyed disagree strongly (32%) or somewhat (18%) that tobacco companies are 
concemed about the well-being of tobacco farmers, while 41 percent agree strongly 
(19%) or somewhat (23%) that the tobacco companies are concemed about them. 

Fifty-nine percent of the tobacco farmers agree that if tobacco companies do well, 
tobacco farmers do well. Thirty-seven percent disagree with this assertion. 

The Survey 

The telephone survey of 400 Kentucky tobacco farmers was a cooperative effort between 
the Campaign for Tobacco-Free Kids and the Kentucky Health and Agriculture Forum. It 
was conducted by Global Strategies, Inc. with a random sample of buriey quota holders 
from a list provided by the United States Department of Agriculture. Qualified 
respondents live in the state of Kentucky and have an effective burley quota of 2200 
pounds (roughly one acre) or more. The sample of 400 has a margin of error of plus or 
minus 4.9 percentage points. 



Kentucky Tobacco Farmers 
Opinions on National Tobacco Policy Measures 

D Support 

• Undecided 

• Oppose 

Establish national minimum age of 18 Marketing/Advertising restrictions Ingredient disclosure 
Economic assistance to farmers 

Campaign for Tobacco-Free Kids survey of 400 Kentucky Tobacco Farmers, February 1998 



Kentucky Farmers' Opinions on a Burley buyout 

Against any buyout 
27% 

Favor voluntary buyout 
56% 

DK/Refused 
10% Support mandatory buyout 

7% 

Campaign for Tobacco-Free Kids survey of 400 Kentucky Tobacco Farmers, February 1998 
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1997 Burley Quota - Kentucky 

KY Quota (Pounds) 
50,001 -IQSDî ad U>» 
100̂ 01 •̂ SQMO Lbs 
600,001-̂ î ipQ!00 
1,5OO,0dî l̂ lOjMOO Lbs 
5,000,DOi;ii(plO,000 Lbs 
10,000,̂ 0!i?aiicî r 
No Buriey CHvbta 

Prepared by 
Perm Service Agency 

March 6,199B 

USDA 



1997 Rre-Cured (Types 22-24) Tobacco Pounds 
Kentucky 

Ky Rre Cured (TVpes 22-24) 
—|Upto20^0Qlbs 

20,001 to 30tpdon» 
1300,0001 to I ; ,OMDO lbs 

m 1,000,001 iD^OfMIOOIbs 
H | Over 5,000,001 lbs 
n No Hre-Cured 

Source: USDA FSA 
Counfy File Upload 370 
Other Kinds of Tobacco 
1997 Farm Crop RIe 
Summarized by County 

USDA 

Prepared by 
Farm Sen/Ice Acrpnov 



1997 Dark Air-Cured (Types 35-36) Tobacco Pounds 
Kentucky 

Ky Dark-Air Cured (Types 35-36) 
Up to 5,000 lbs 
5,001 -50,01$ lbs 

150,001 OSIMiQO lbs 
1150̂ 01 - 1,«lM0!jOd lbs 

BOver 1,00jiM>î  lbs 
No Dark Air Cured 

Source: USDA FSA 
County File Upload 370 
Other Kinds of Tobacco 
1997 Farm Crop File 
Summarized by County 

USDA 
Prepared by 



Price«support program called crucial safety net 

Dobort Rldurdeort of V«rtB]Uê  rfghl. MiAduced OS. Eccretpry ol AQrlciilture Dan GOckman la oUicr fmnen. 

Agriculture chief 
says president 
won't abandon 
tobacco farmers 
By JOE WARD 
T7i« OourierJounial 

LEXINGTON. Ky. — SccRtuy 
«r At^ttore D M GHdcmn toU nnn-
cn |!aiherad In • totMceo wutbMsc Ifl 
Lafnguin ntiveitf ihit ttw ttdail to-

ad (o/lhfhnl^ ttm -> ««tf lhal OM 
aUbiOir It |Hv«lta BHrt be pctMtvel 

Kc pMMd tint M U M ainun 
tfn M IdMoco nU Out docnl 

It ««i «hit Ihc Utmm wHttd 10 

Cnuaer lotucoo bnn. tht «nua ttuiai 
at Ittmer encDaeotary wai the now: 
Kdiluelv fumen n«ed the tobtcto 

"We're Ml hmv la uve labiocn,~ 
Davl«sc County fanner and Burtcy Co­
op prvtldeiu Rod Kuegel uid at tSe fo-
rum. 

''We're heic to f *ve the (ajoUy farm. 
What people »tti to reatlrc b tdit yoti 
can't at) one without the other here In 
Kentucky." 

Earlier, u Ollchoi«n talked wlih 
farmers on « (rmy stope on Robert 
ond John Rlchanlion's ftrm on Steele 

Road. Woodford 
County (inner RiUiy 
TltotnpiOll lold blffl 
the furor over tabu-
00 la iha Contreu 
and the uttit grih 
h wcatinf on tdbaooo 
(aroieis. 

"Al labaen fano-
«it. CAdnC 
iKol tn n pUeei ei« 
a^dqr," tluniKoa 

Hem puwihweni Is 

QOSoBM UM Ibe 
rtrmeK lhat the alA 
ci tobacco lesUaiiaii 
peadiiic b ConCreQ It (0 i«aace imok' 

4MnOM loar bam kat ycor^ lotweoa drap. 

, , (tablUiy ind b ftb; lo ihe farmen 
UM amoae the natloqt youK people, lHefRnIleoinattiilUGi,7heiald. 
wfildihenldkawortfaymL ConertCcUcenddtrinetnUtthfelo-

But he uld ft also b tatportant that bacco liill that woold cxtiart J 
' 'femef thou- hundred billion doltan from the leoic-the legMadoD protea the' 

itndt of ramert" who hive been the 
bcncndutej of tlie Federal tobacco pro-
er«oi — which he uld hai weriinl bd-
Icf over tcveni deadca than moit oth­
er fedenl agctcultvre proerami. 

"̂ e need a coIutloQ that provides 

;ry, and m occhanee pfovldc 
th lomc limited protection CO induatr,. 

them with lomc limited . 
aetlnii lawtulu Irom partie* fUeglog 

See GUCKMAN 
Page 7, col. i.thisjection 
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Glickman reassures growers 
ContiniKd front Page P i 

Ihcy wm Ifljurtd fay itnotdns. 
the lecUudon hai beti\ Iq the 

works iuice iait Jutte, when totiicco 
companlec and anonteyi teiKiil for 
40 states worked out a tanutlva 
amenent Involvlnt payment of 
tSeSbtnion by Ihe ladtutty and 
cults on adverotln;. 

Tobacco (armen hive lone be-
4iev«d that any lime CoAfreaa casild-
cn any tobacco le(Uliti«L the f•(ic^ 
al tobi«ca pranam thM Ktcpi their 
prices suble Is Ui]eopardy. The pro 
pam tone hu heea a Uiget of antl-
anioldiienrcts. 

Tlie paidio{ leelslatbiQ also holds 
the poteodal of enstically redudnfi 
^ anouu «( tobacco cotuumcd, 
wtdcb could ledoutyTut (aim fat-
come-

Faroiets havt bad dlfOculty dedd-
IflC amonc Ibesiielvci trfaat dicy 
ihouldtcek(roaCottniss.Soae(a* . . 
vor a buyout that would eWefarmen Bvtaj." tbe fovenwr nW, 
who have depcirfed on the proetaai Gflekiaan lold rcpoitei 
cmuch Dooey lo neve (a other 
crops. 

Ihe right to (row k amon; the farm-
cn-

That way, the farmen dont ovtr-
prodnct and drive prices down. A 
prloe-cuppoit mediinlnn that in­
volves lovemmeitt loaiu mikes ivre 
the farmers eel an acceptable price 
even when tne compinlex buy ie,x 
lhan they aaid they would-

Kuc£el Bod others — indudlnc 
U.& Sen. Wendell Ford of Kealllclq̂  
who lone has beeji tobacco't pre­
miere chanploa fai COQCTCSS — uy 
ttie pnieiain tnabki f iinlliu lo milie 
a Uvip^en much imallar [arms lhan 
would oUultwlK suppon Ihem. 

Kckla{ up thu (heme at yester-
day'i fonin, Kentucky Gov. Paul Pal-
too uired thu Gllckmao, wbea 
Inc Wtth lobftoco and other farm u-
iuas. "^ka Into account the euUuni 
vahleofsatallfaniis.'' 

Tobacco Is the rcawn ŵ  have so 
maoy (anlly farms, and io r 
Kentucklans cqjoy the value ol rural 

Oihars aay tobacco wlU be crowd 
as kae as R it le^, and they want 
to keep powinc k, boc thqr BMd the 
ptoounlodoiL 

The MOQiafli basioDy keeds pttoes 
w by ikduas svpply thraujn cniotas. 
Tiie {ovemmant Aitds out each year 
how much tobacco the coapaqles ex' 
peet to buy and how mucu ean be 
sold avBTseas, aad then diwles up 

rcpoiten al a brief 
prats eoBfettflee after the lorun thai 
he asstfmes the Picsldenf and kdsta-
lora who dnmplan lobacco wlU ac­
cept notMoC leu tiian a cnotiauatlon 
of Ibe progian for farmen who want 
to keep erowlac tobacco, and a ru-
cooabie price lor ihete who want 
out. 

the peiMfiae leglslatloo would do 
Just thai, buying quotas frtm (bose 
who want to opt out at J8 a td 



Lfiitlntfofl Herakn.e»(jef 
Satwdey. Agr iuTwga 

Finding facts firsthand about faniily farms 

PHOTOS ar fMNK nMwsaN/STKfT 

tJ.S. agriculture secretary 
\dsits farms, hosts forum 
MBUUHSMxa aowaamii 

U&lyiailturaSeerclirTDanCBdcBaii 
cone u> Cinbi] totludgr^yeairidiy la take 
the nwB M AnciVan nxiiudftv^ Md Cm-
cm Ml him taidor lltaljtt^udgr li«cii wd 
dleafajf Icfcocco laamiwuKiila 

*We ice not hen to MTC tobacn." ntV) 
(HKnsboco lobaoBD power Rod KueeeL *We 
aru here to save the funitjr farm. But you 
can't tin one without the Other in Kentudcy.* 

Kucgel's conunents set the lone (or yes-
icrday's fann fonmi, the (irtt of leren cuch 
meetlnfic GUckman is holding acroiai ifae 
iiiuniry la eee fintlutiKl huw new tcderal 
fnrm polkies are wotklnft. SUtlng m a ware-
luiufte filled with the pungent aroma of cut 
iiilvKcn, orricialn could nol linve gotten away 
fn«ii ifibncw) if Ihey had tried. 

KiiCKvl, who is president of the Burley 

Tobactt Gcnwcn Ooopentlve Assataaikm, 
kM GUdamn ud other Meml icikvlture 
offlcfak Oiit m e fums in Kotudicy lave 
onlyfitoUlinaUaMna. 
„ totoeob tfm ttda (hem viable;* 
KuecdfiiiiL 
^CndcmBii aaid kt tmdentood the role 
ttnt tobwra price • m x t t bid pbved in 
oenllns ja ne«ily tink|Ue culture af imaQ 
unns to Keniucky. He ptombod dxt tobacfo 
fenoers woukl not be left out of a national «>-
baoooMttkmenL 

The president has said lhat a fair and 
reasonable setilemeot for tobacco brmtn K 
a Endipln of any aettlement'' Glickman said 

But he decTmed lo esdone a tpedlk plao 
to proiect tinuere, saying only that the pto-
post! by Dtfmooztic Sen. Wendell Fortl of 

See GUCKMAN, B2 
Gov. Paul Patton, left, listened to Glickman 
speak at t/ie USDA fomm yesterday. 



GUCKMAN: Talk 
covers tobacco, 
hemp, ostriches 
ftom Paeo B l 

Kentucky was a positive Itqx The 
administntiaa, he caJd. wants to a« 
a consensus ki Congress before en-
docsing a spedftc pluL 

Ford has ptoposed a plan that 
woukl allow Umvtn to sen thefa- to­
bacco quota to the govontnent for 
S8 a pound, pid over 10 years. 
GrowcTF who ioase cjuola oouU ^̂  
ceive S4 a pound. Foimera who 
chose to continue growing tobacco 
wouM EtiH partkdpalc fai a pricc«ip-
puctayslem. 

The Cairn foiuni, whkii attracted 
sevoil hundix:d giowen from 
across Kenhjcky, inoided ((ucsttons 
that ran the gatnut from ostridi 
taming to herap growlog. 

GOckinan said he « M trying to 
end Ihe Agriculture DepatUueitfa 
traditional bias toward opera-
Hons by emphasizing reseatth Into 
ways Ihnt'tmall and medlum-sUe 
brms can be competittwe. 

He sakl be was tmcetned about 
ovacnqoentratiaa ki the beef pro­
cessing industry, where foir firms 
have 60 percent at the OMIltet. In i 
19SQ, lhat poctkki of the naikBt was ( 
sfaiied by 12 Emis. He aaid he k > 
seekiog tnig^ enfaccBnent an-; 
titrust laws to stop niooopoGstic' 
pradioesL 

He asswed growetx thai the can-• 
boversial propoied standards toe or-
gank: foods wookl be dianged. -
Whoi Ihe staodards viere Isaied tor: 
commeot, he said, ther gmrrated' 
tome 1S.000 responses, nute .than | 
any otiier issue In modan Mstotyjf • 

The pioposed slandatds indud- • 
ed inatiy nwskn dot ominc &(B>-'• 
as oonslaeoed hoesy. At«4 bUTon a: 
year, the ocganic foods Industiy can' 
DO longer be onsldered a frfage 
fausfaiess,besakL 

One bfwer asked why tbe gov> 
cmmetf was not murine to bdp Itie 
USL heoip ndmliy. Honp Is Icgsl b 
Germaay and Ckmda, wnSdt is pn̂  
vkDng CSO mlllioa fa aaaiMaaeB tp 
get tne hemp Indusixy up and nm-
ning, 

That inae is to 
4wK my pqr vad^* CI 
^^f^JP^P^ fif!^ He 
taiMntdgiea Init tBiBeii n tidier 

t also had iia|ulred idbotlt Ififc 
oC gnnHiig Knv^ pnwIbiKty ^ ^ 

eoiiibi ofmaqftaiia ibat 
tĥ at̂ Mta 

' KtxHgiL 
He sakl Ihe fulbm of hemp 'id 

tied up in and-mar̂ uana issues, lo 
die Agriculture Departoient has 
made no dedsk» on wbedier hempr 
promotion would be a good klea. 

"All I can teU you b: Keep the iti-
formatioa flow csming,* he said. 

l̂ xingion HerBtd-Leader 
Saturday, April 4.1998 

Etffiier in Ihe day, Gtocman vis-
ited die Woodford umty tobaccti 
farm of î obert itkhaidson. Ke told, 
bcal growers they need to make 
their Yokes hevd. Ali of tgriculturt 
faces a tough policical situatkm, he 
sahl, because nnneis make up only 
2 pereent of the population, .>. 

Under new tarm polkiea. wĥ f;. 
phased out most price support̂  the 
ultimate safety net is export maf-
kets, Gilckman sakL The Agiiculhap̂  
Department was trying to ensure 
that farm credit ctiDaiiied plentiiul 
and (bat banien la VS. utm De­
ports ureiT cUmlnated. Farminc lit 
said, is a growth kidustiy because 
the worid'a popuiatkm k ekpkxiine 
and people everywhere want U| . 
la(mproducl& 

]dta Richardsan. wlio rases câ ' 
lie and with hia brofher grows 12a 
acies of (obEKSî  was unirapressedL:-

It was about ttie same thing 
they sty an the dme;* Ricfaaidsâ  
said 

They Blk more about grain 
faimets llian tnfaaas fiumeiv It gets 
dietn off OK sulject of totatm* v* 
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Aprils, 1998 y 

MEMORANDUM FOR THE PRESIDENT 

FROM: BRUCE REED 
ELENA KAGAN 
TOM FREEDMAN 

SUBJECT: KENTUCKY TRIP AND ROUNDTABLE WITH TOBACCO 
FARMERS 

On Thursday, April 9, you will travel to Carrollton, Kentucky to meet with tobacco 
farmers, community leaders, and children. During this trip, you will reaffirm your commitment 
to protect tobacco farmers and their communities, while also emphasizing the need to reduce 
youth smoking. The trip will also allow you to express support for a plan to protect tobacco 
farmers authored by Senator Ford that is included in Senator McCain's legislation. 

Structure of the Trip 

You will first travel to a tobacco warehouse where you will hold a roundtable discussion 
on how to protect farmers and their communities. In this discussion, you should note that 
Senator Ford's proposal on tobacco farmers, contained in Senator McCain's bill and detailed in 
this memo, is a strong proposal to protect tobacco farmers. You should not imply, however, that 
it is the onlv farming proposal you could support, or that you agree with every detail (or every 
dollar) of the proposal. 

The participants in the discussion are expected to be: a local farmer; a farmer who 
represents growers statewide and has worked with the Campaign for Tobacco Free Kids; a 
minority farmer who has raised many foster children using her revenue from tobacco; the owner 
of the warehouse you are visiting, a student who wants to be a farmer; the head of the state farm 
bureau; a local religious leader; a community activist who has helped bring farmers and health 
advocates together; and Secretary Glickman. Governor Patton and Senator Ford will be present, 
but will not participate in the panel. 

After the roundtable, you will travel to a school where you will talk to students about the 
need to reduce youth smoking. Governor Patton and Senator Ford will also speak at this event. 
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Background on Kentucky Tobacco Farmers 

There are two main types of tobacco -- flue-cured and burley. Burley 
tobacco is the primary crop in Kentucky, with revenues of more than $800 million 
in 1 997 for the nearly 450 million pounds grown. In 1 997, approximately 70 
percent of the burley tobacco produced in the United States came from Kentucky. 

Tobacco is a major part of the Kentucky economy. Tobacco sales account 
for over 40 percent of the total crop revenue for Kentucky, and over 20 percent of 
all agricultural sales in Kentucky. 

Many Kentucky tobacco farms are very small. The average Kentucky 
tobacco farm plants only 4.5 acres of burely tobacco. In contrast, flue-cured 
tobacco farms in North Carolina and South Carolina average 16.1 and 25.5 acres of 
tobacco per farm, respectively. 

Notwithstanding the number of small tobacco farms in Kentucky, large farms 
dominate the State's burley tobacco business. Last year, 70 percent of the total 
burley sold came from only 26 percent of the farms. 

According to USDA, Kentucky experienced an abnormal year for its 1997 
burley tobacco crop. Adverse weather conditions resulted in tobacco with high 
moisture content that was of generally low quality and received a lower prices 
than expected. 

Tobacco Program Background 

Since the 1 930s, tobacco prices have been supported and stabilized by the 
federal government's commodity support program. One part of the program 
involves limiting supply through a quota program. A quota - which can be sold, 
rented, or leased ~ entitles the owner to grow a certain percentage of the national 
supply of tobacco for that year. Under the quota program, the government 
determines each year how much tobacco the companies expect to buy, how much 
will be sold overseas, adds a modest reserve, and then divides up the right to grow 
that full amount among the quota holders. 

The tobacco program also guarantees an acceptable price at which farmers 
can sell their tobacco. The price-support system ensures that farmers can sell 
tobacco at a statutory minimum price to their cooperatives if companies cease to 
buy on the open market. In this program, the government loans funds to the 
cooperatives to purchase tobacco, with the loans repaid from the proceeds of 
future sales. 
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Producers of the different kinds of tobacco vote in triennial referenda to 
determine if they wish to continue the federal tobacco program for their kind of 
tobacco. In a referendum in late February, 97.5 percent of burley producers voted 
to continue the price support-production control program. 
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The AG's Settlement Agreement 

The settlement agreement with the Attorneys General did not outline a plan 
to compensate farmers for the diminished domestic tobacco sales that might result 
from comprehensive legislation. In evaluating the settlement agreement and laying 
out your five principles for comprehensive tobacco legislation, you insisted on the 
need to protect tobacco farmers and their communities. 

Legislative Background 

Two main approaches to the tobacco farming issue have emerged in 
Congress. The first seeks to maintain some kind of production control and price 
support system (though perhaps in a modified form), while compensating farmers 
for any decrease in the amount of tobacco sold due to tobacco legislation. The 
tobacco section of Senator McCain's bill, sponsored by Senators Ford, Hollings, and 
Frist, and detailed further below, is the primary example of this approach. The 
second, advocated by Senator Lugar, would buy out all current quota holders, and 
then subject tobacco prices to the free market. Senator Lugar's approach has little 
support among tobacco producers, but may become part of the Congressional 
debate as tobacco legislation moves forward. 

Farmers' Legislation Included in McCain Tobacco Bill 

Senators Ford, Frist, and Hollings, the tliree members of the Senate Commerce 
Committee from tobacco-growing states, joined together to include a generous farmer provision 
in the McCain tobacco legislation. Their proposal also has the support of Senator Robb. While 
maintaining a production control system for all tobacco farmers, this package sets up somewhat 
different systems for burley and flue-cured tobacco. 

For burley tobacco (grown mostly in Kentucky), the package includes an optional buy-out 
for quota holders at $8 per pound, while retaining the basic quota system for those who do not 
take the buyout. To the extent that the national quota declines, the bill provides transition 
payments to remaining quota holders, lessees, and tenants. 

For flue-cured tobacco, the plan provides for a mandatory buyout of existing quota 
holders, and replaces the quota system with a permit system that gives the new no-cost permits to 
active producers, regardless of whether they previously held a quota. This transfer of quotas 
from inactive quota holders to actual producers is intended to allow active farmers to sell tobacco 
without incurring the cost of buying or renting quota. 

The McCain package also provides approximately $500 million for assistance to 
tobacco-producing communities. The entire package costs $2.1 billion per year for the first ten 
years and $500 million for years 11-25 for a total of $28.5 billion. For the most part, tobacco 
farmers are very pleased with the proposal included in the McCain legislation. 
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Below is a table with the major provisions for tobacco farmers in the McCain legislation. 

Payments to Tobacco Farmers Under Proposed Legislation 

Burley, fire-cured, and 
dark air-cured tobaccos 

Flue-cured tobacco 

Buy-out Optional one-time buv-out at 
$8/Ib over 10 yrs or less 

Mandatory buy-out of all 
quota holders at $8/lb over 10 
yrs or less 

Those who remain in 
program --quota or permit 

Those who do not take the 
optional buy-out retain their 
existing quota 

Active producers will be 
issued a permit at no cost ~ 
changing the old quota 
system to a new permit 
system for flue-cured 
tobacco, and allowing only 
active producers to stay in 
program. Permits may not be 
sold or leased, but may be 
transferred to descendants. 

Payments to remaining 
quota holders who remain 
in system 

Remaining quota holders get 
payments to the extent quota 
falls equal to $4/lb for every 
pound quota drops, with a 
lifetime limit of $8/lb times 
the entire quota 

No remaining quota holders 

Lessees (burley), renters 
(flue-cured), and tenants 
(essentially sublessees) 

Lessees and tenants get (1) 
option to acquire relinquished 
quota (if any), and (2) 
payments to the extent quota 
falls equal to $2/lb for every 
pound quota drops, with a 
lifetime limit of $4/lb times 
the entire quota 

Renters and tenants get (I) 
permits to produce future 
crops, and (2) payments to 
the extent national quota falls 
equal to $2/lb for every 
pound quota drops, with a 
lifetime limit of $4/lb fimes 
the entire quota 

Other Provisions: 

Tobacco Community Economic Development Grants: Block grants to tobacco states will be 
made annually for rural business enterprise grants, farm ownership loans, initiatives to create 
farm and off-farm employment, long-term business technical assistance, supplemental 
agricultural activities, value-added agricultural initiatives, and compensation to warehouse 
owners. The program is authorized for $375 million. At least 20 percent of the funds must be 
spent on agricultural activities, 4 percent on long-term technical assistance, and 6 percent on 
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warehouse owners. 

Benefits for Dislocated Workers: Up to $25 million annually for 10 years will be made 
available to provide benefits based on the NAFTA displaced workers program. This program 
will be administered by the Secretary of Labor. 

Farmer Opportunity Grants: Quota holders and active tobacco producers and their families are 
eligible for higher education grants of up to $1,700 per academic year, adjusted upward every 
five years by $300. Academic eligibility is modeled after Pell grants, and the program is 
administered by the Secretary of Education. 

Total Costs: $2.1 billion per year for the first ten years, $500 million for years 11-25, for a total 
of $28.5 billion. 

• Annual payments to tobacco farmers set at $1.65 billion annually for first ten 
years. 

• Economic development grants set at $375 million annually for first ten years. 
Assistance for dislocated workers set at $25 million annually for first ten years. 

Secretary Glickman's Trip to Kentucky 

Secretary Glickman traveled to Lexington, Kentucky last Friday to attend a Farm Forum 
at Gentry Tobacco Warehouse with 600 to 700 farmers, government officials, and agribusiness 
leaders. The farmers were generally supportive of the Administration. Their main concerns were 
that the tobacco program be kept in place and that small farmers not be adversely affected. 

Attachments 

Background on General State of the Tobacco Industry (prepared by USDA) 
• Background on Farmer Portion of the McCain Legislation (prepared by USDA) 
• Highlights of Kentucky Tobacco Farmer Survey from February 10-19, 1998 (Campaign 

for Tobacco-Free Kids and the Kentucky Health and Agriculture Forum) 
Maps showing the distribution of tobacco production in Kentucky 
Regional Press Clips from Secretary Glickman's Trip to Kentucky 
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Gymnasium 

April 8, 1998 

REMARKS TO CARROLL COUNTY HIGH SCHOOL COMMUNITY 

DATE: April 9, 1998 
LOCATION: Carroll County High School 

EVENT TIME: 12:30 pm - 1:30 pm 
FROM: Bruce Reed 

I. PURPOSE 

To demonstrate your commitment to reducing youth smoking while protecting tobacco 
farmers and their communities. 

I I . BACKGROUND 

You will be making remarks to approximately 1,500 students and 
approximately 400 adults from the local community about the dangers of 
youth smoking. This is an opportunity to express your determination, even in 
the face of the industry's announcement today, to work wi th Congress to 
enact comprehensive tobacco legislation. 
The Carroll County High School has a Tobacco Free Teens Program, which is 
a support group run through the school health services office to help 
students quit smoking. According to students at the school, approximately 
5 0 % of the students smoke cigarettes. 

III. PARTICIPANTS 

Briefing Participants: 
Bruce Reed 
Tom Freedman 

Event Participants: 
Governor Paul Patton 
Senator Wendell Ford 
Jaqueline Jones, Carroll County High School Senior 

Dr. William Goatley, Pastor of the First Baptist Church of Eminence, Kentucky 

* Secretary Glickman will be seated on stage. 
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IV. PRESS PLAN 

Open Press. 

V. SEQUENCE OF EVENTS 

- YOU will be announced onto the stage accompanied by Govemor Patton, Senator Ford, 
Secretary Glickman, and Jaqueline Jones. 

- Governor Patton will make remarks and introduce Senator Ford. 
- Senator Ford will make remarks and introduce Jaqueline Jones. 
- Jaqueline Jones will make remarks and introduce YOU. 
- YOU will make remarks. 
- YOU will then work a ropeline and depart. 

VI. REMARKS 

Provided by Speechwriting. 



;BRIEM .̂WPD _ _ _ ^ _ „„_„, .Z. . . 1 T. . Z Z ~ PiieTI 

April 8, 1998 

TOBACCO ROUND TABLE 

DATE: April 9, 1998 

LOCATION: Kentuckiana Tobacco Warehouse 
EVENT TIME: 10:25 am - 11:40 am 
FROM: Bruce Reed 

I. PURPOSE 

To meet with tobacco farmers, public health advocates, community leaders, and a student 
to reaffirm your commitment to protect tobacco farmers and their communities while 
working to reduce youth smoking. 

II. BACKGROUND 

This meeting is an opportunity for you to hear first-hand the concerns of 
farmers and other members of farming communities regarding the tobacco 
legislation. This is also an opportunity to say that Senator Ford's bill, 
included in Senator McCain's comprehensive tobacco legislation, is a strong 
proposal to protect farmers and their communities. The legislation, detailed 
in a separate memo, continues a production control system for tobacco, 
while compensating farmers for any decrease in the amount of tobacco sold 
due to tobacco legislation. Most of the Kentucky burley growers are 
supportive of Senator Ford's proposal. You should say that it is a strong 
proposal, without in any way implying that it is a strong proposal, without in 
any way implying that it is the only farming proposal you could support, or 
that you agree wi th every detail of the proposal. 

It is possible that a panelist may raise the issue of African-American farmers. 
As you know, many African-American farmers have claimed that the USDA 
has discriminated against them in its lending programs and elsewhere. The 
Department has resolved about 2 0 % of program discrimination complaints. 
Secretary Glickman will be in a position to answer any specific questions 
about this issue. 

III. PARTICIPANTS 
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Briefing Participants: 
Bruce Reed 

Event Participants: 
Secretary Glickman 
Melvin Lyons, Owner of the Kentuckiana Tobacco Warehouse. 
Rod Kuegel (KEE-gull), President of the Burley Tobacco Growers Cooperative, Inc. 
Amy Barkley, Director ofthe Coalition for Health and Agricultural Development, Inc. 
Mattie Mack, Owner of a small tobacco farm who has raised many foster children. 
Karen Armstrong Cummings, Director of the Commodity Growers Cooperative. 
Bill Sprague, President of the Kentucky Farm Bureau, the largest farm organization in 

KY. 
Marissa Vaught, Carroll County High School Junior who is active in anti-smoking 

activities. 
Dr. William Goatley, Pastor of the First Baptist Church of Eminence, Kentucky. 

* Govemor Patton, Senator Ford and several other state and local elected officials will be 
present, but not participate in the round table discussion. However, you should feel free 
to call on Governor Patton and/or Senator Ford to make comments at the conclusion of 
the round table discussion. [Note: Governor Patton and Senator Ford will be speaking in 
the program at the Carroll County High School following this event.] 

IV. PRESS PLAN 

Pool Press. 

V. SEQUENCE OF EVENTS 

- YOU will enter the room and greet each of the round table participants and elected 
officials present. 

- Once YOU have taken your seat, the pool will enter the room. 
- YOU will make an opening statement. 
- YOU will then invite the participants to speak by posing a question to each person. 
- YOU will first call on Melvin Lyons, the owner of the Kentuckiana Warehouse, to 

thank him for hosting you and describe the work that takes place at the warehouse. 
- YOU will then pose questions to each of the participants, concluding with Secretary 

Glickman. 
[*SEE ATTACHED SCRIPT] 
- YOU will then make brief informal closing remarks. 
- YOU will make remarks and then depart. 

VI. REMARKS 

Talking points for opening statement provided by Speechwriting. 
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Backgrounti r)n Kentn"!^ Ty^accn Farmers . (̂̂ ^ 

iTierc aie two main types of tobacco, fluc-cured burley. Burley tobacco is the i^o 
primaty crop in Kentucky, wilh revenues of more than %} billion in 1997 for the near ly^ 
milUoii pounds grown. In 1997. approximately 70 percent ofthe burley tobacco produced in the 
United States came from Kentucky. The majority of burley tobacco producers m Kentucky favor 
continuation ofthe federal price support program. 

Many Kentucky tobacco ^ms are very small. The average Kentucky tobacco faim plants 
only 445 acres of tobacco, while>i\ldhdina '•1 0 acres of tobacco per farm, and South 
Caroliiia averages 25.5 acres per farm. Howovor, loig* foimn-demiaate KentuoIt>̂ 'tH)urley 

Tooia svdj-Vasn I'szs OZL ZOZ xvi L Z - \ \ am 86/z,o/i'0 
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. .J .cai««««. .^ta . t^^ - ^^^^^ 
^ ^ ^ ^ 

^«f+>,̂ V-BntuckJ economy Tobacco sales account for neariy^ 
Tobacco is a mn3or part of the Kentu^ e ^ ^ ^ ^ ^ ..uuratn^ nxiT^̂ ttĵ famrthe / / : 

percent ofthe total crop revenue for Kentucky. Jtoxl^O^JjUliea^^ ^ ^ T ^ 
die of tt!i"baceo. 

^ • t« T T«5n A Kentucky experienced an abnormal year for their 1997 burley 

was of a generally low quality and received r 

Since the 1930s tobacco prices have been supported and stabilized by the federal 
Smce tne lyju^, ^^^^ v . ^ program mvolves limiUng supply 

government's commodity support ^ ' ^ ^ ^ ^ l ^ Z ' Z ^ ^ percentage ofthe national 
through a quota program. A quota entities the detemiines each year 

tob^co.-«te which ate repaid firom the proceeds of future sales. 

Producers of Uie different kinds of tobacco vote in triemiial referenda to determme if 
rroQucers ui of tobacco. In a referendum in late 

wish to continue the federal, tobacco program for f̂ ^̂ Ĵ̂ ^̂ ^̂ ^̂ ^ support-production control 
Feliruary, 97.5 percent of burley producers voted to contmue the pnce suppon proauc 

program. 

jtij. f̂̂ »c <̂ t̂̂ ]gffiaiit Agreement 

The settlement agreement with the Attorneys General ̂ 1̂^ noto^Hue ap^^^^ 
compensate farrners for the dinuru^^^^ 

' Threetypesof leg i s la t ive^P^^ 
Lugar proposed legislation lhat \ ^ tobacco prices would then be 
system at approximately $8 a P^^^^J^ Senator Lug^^ ^^^^ 
sulject to the free market. Second, Senator tord P'OP^^^^^'^ fo, ^ difference 
current quota system, while also compensatmg farmers (up to $8 per pound) 

2 0 0 s v d i - v a s a t-sss OZL ZOZ XVJ Lz-'\i\ anx ee/io/i'O 
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acOBlly grew tobacco amd could not be bought or tented. 

: Senator Ford's proposal, th. LEAF AC appealed mostly to burley l ie ticse in 
K e d t u c ^ X L e s , ^ fanns andwantto ^ ^ ^ ^ ^ f ^ - ^ ^ ^ ^ ^ ^ ^ South 
apptoach gained ' O - ^ ^ ^ - ^ ^ ^ ^ f J ^ l ^ : ^ ^ ^ more 
Carolina and Virgtaa) «ho beUeve the ̂ ' ' ^ ^ ^ T ^ ' Z , < ^ i , h a s not attracted widespread 

:̂ !trrâ ô!rfsfr.s;eSL̂ »sop̂  
probably will not come out for it pubhdy. 

, SenatorsFord, Fris, HoUi^^^ *^-emb-s^^^ 

-tŝ T̂obtc-oSpiiS:̂ ^̂ ^̂ ^̂ ^̂  
outfor quota holders at $8 per pound, «nd retains ̂ f̂ ^̂ ^̂ ^̂ ^̂ ^̂ ^̂  ,,^^ts to the extent 

cost penmts to active » °f par, of toe Senator 
traiisferring ' ' t r ' ^ . ^ J ^ : ^ ^ , ^ ^ ' ^ ^ ^ T ^ to seU tobacco without 
Robb- s proposal and is mtended to make ^ ^ provides approximately 
incurring the coa of buying oi lenUng quott- TTie ^ ' ^ ' ^ . ^ ^ ' ' ^ ^ coasil.l billion 
S 5 O 0 m i U i o n f o r » ' " ^ ^ ^ ^ J ^ r ~ ""Uon. For 

legislation. 

Belbw ,s a table with the major provisions for tobacco farmers in the McCain legislation 
:l — 

p i ^ . n t « to Tobacco Farmers Under Proposed Legidation 

Barley, fire-cured, and 
dark air-cured tobaccos 

Fluc-cured tobacco 

Buy-out Oplional one-time buy-out at 
$8Ab over 10 yis or less 

TyfHTidatorv buv-out of all 
quota holders at $8/lb over 10 
yrs or less 

cooia svdd-vasn I'szs OZL ZOZ xva sz-fi am 86/AO/I'O 



04/07/98 13:19 FAX 202 456 5557 DOMESTIC POLICY COUNCIL {Hi u u a 

Those who remain in 
program —quota or permit 

Payments to remaming 
qiibta holders who remain 
in system 

Lessees (Burley), Renters 
(Flu'̂ cured), and tenants 
(essentially sublessees) 

Burley, fire-cured, and 
dark air-cured tobaccos 

Those who do not take the 
optional buy-out retain theii 
existing quota 

Flue-cared tobacco 

Active producers wUl be 
issued a BSHElil at no cost -
changing the old quota 
system to a new permit 
system for flue-cured, and 
allowing only active 
producers stay in program 

Remaining quota holders get 
payments to the extent quota 
fells equal to $4/lb for every 
pound quota drops, with a 
lifetime limit of $8/lb times 
the entire quota 

No remaining quota holders 

Lessees and tenants get (1) 
option to acquire relinquished 
quota (if any), and (2) 
payments to the extent quota 
falls equal to $2Ab for every 
pound quota drops, with a 
lifetime limit of $4/lb tunes 
the entire quota 

I Renters and tenants get (1) 
permits limiting right to 
produce future crops, and (2) 

1 payments to the extent 
national quota falls equal to 
$2/lb fox every pound quota 
drops, with a lifetime limit of 
$4/lb times the entire quota 

Ofh^r Provisions: 

'̂ ro?SeSnrr~on̂=.?:iS"̂ ^̂ ^̂  
assistance, and 6 percent on warehouse owners. 

;̂rprrrne=re?iFtf-ŝ iô ^̂ r;r̂  
will be administered by the Secretary of Labor. 

t-ooia svaa-vasn fsz8 OZL ZOZ xva 6Z'-vi am ^Q/LO/VO 
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five years by $300. Academic eligibility is modeled after Fell gr^ts, and the program . 
administered by the Secretary of Educanon. 

T. . All T TSDA costs associated with tobacco are paid out of a 

1^^:^^°^^^^' — ~ 
service costs, and any other costs. 
To.il costs: $2.1 bimonperye«for«.eflrsttenyears,S500mUlionforye=t. 11-25. for a total 

. :SSiefbrdislocatedworkers«ta.S25,nUlionannuallyfbr.enye3rs. 

-̂n-..̂ ..̂  raicknun'- Trip 
A^ll 1 SecretOT QUckman and Tom Freedman traveled to Lexington, 

K e n ^ c ^ l ^ ^ ^ d a - p r ^ o d T S S ^ T o b a . ^ ^ 

smiill fermers not be adversely affected. 

. : BackgroundonOener3lS^te0f4eToba^In*2^*^^ 

. Background on Fanner Porbon of the^Cam l^^^^^ ^ 
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