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Tobacco Control in Kentucky - Update 

Tohflcco UBC in Kentucky 

AduU smoking (1996) 
Overall -31.6% 

Men - 33.8% 
Women - 29.5% 
White - 30.0% 
Black-25.6% 
<12 yrs; Education - 40.1% 

12 yrs. Education - 35.2% 
>12 yrs. Education - 23.2 
18-24 yrs.-31.6% 
25-44 yrs. - 36.9% 
45-64 yrs. - 32.7% 
65+yrs. -17.7% 

Youih Tobacco Use (1997) 
Pajjt-month smoking (9-12 graders) - 47.0% 
Past-month frequent users (9-12 graders; smoked cigarettes on 20 or more days 

in the past month) - 27.6% 
Past-month smokeless tobacco use (9-12 graders) - 15.6% 

Health Impact 

Projected number of persons currently aged 0-17 who will die prematurely due to a smoking-
related disease - 87,902 

Envirnnmental Tobacco SmoVc Exnosure 

Number of children exposed to environmental tobacco smoke in the home (1996) - 363,937 
Percentage of children exposed to envLronmental tobacco smoke in the home (1996) - 34.2% 

Tobacco Control Program 

Kentucky currently receives funding from the Centers for Disease Control and Prevention 
through the Initiativos to Mobilize for the Prevention and Control of Tobacco Uae ( IMPACT) 
program. 

** TOTfiL PfiGE.001 ** 



1997 Youth Risk Behavior Survey: Kentucky 

In 1997, 77.3% of high school students (78.1% of boys and 76.3% of girls) in Kentucky reported 
that they had ever tried smoking (even one or two puffs). 

In 1997, 47.0%. of high school students (48.4% of boys and 45.3% of girls) in Kentucky reported 
that they had smoked cigarettes in the past month. 

In 1997, 27.6% of high school students (30.0% of boys and 24.8% of girls) in Kentucky were 
frequent cigarette smokers (smoked cigarettes on > 20 days in the past month). 

In 1997, 15.6% of high school students (28.6% of boys and 2.3% of girls) in Kentucky reported 
using smokeless tobacco (chewing tobacco or snuff) in the past month. 



« 

The program basically keeps prices up by limiting supply through quotas. The 
govemment determines each year how much tobacco the companies expect to buy and how much 
will be sold overseas, and then divides up the right to grow that amount among the quota holders. 
A price-support system ensures that farmers get an acceptable price even when the companies 
buy less than they said that they would. 

The settlement agreement with the Attomeys General did not outline a plan to 
compensate farmers for the diminished domestic tobacco sales that might result from 
comprehensive legislation. You, however, made protecting tobacco farmers and their 
communities one of the five key elements of his plan for comprehensive tobacco legislation. 

• Producers of different kinds of tobacco vote in triennial referenda to detennine 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. 

• In 1997, over 600 million pounds of biu-ley tobacco was produced in the United States, of 
which approximately 70 percent came from Kentucky. 

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

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 $1 billion in 1997 for the 696,485,163 
pounds grown. The majority of burley tobacco producers in Kentucky favor continuation ofthe 
federal price support program. 

Large farms dominate Kentucky's burley tobacco business. Last year 125,000 Kentucky 
farms sold 474 million poimds of burley tobacco, but 70 percent of the total weight came from 
only 26 percent of the farms. Increasingly, small quota holders have leased or rented their rights 
to large farms. Some very large quota holders also lease out their quotas. Up to one-third ofthe 
tobacco grown in Kentucky is grown by someone other than the quota holder. 

• Tobacco sales account for nearly 30 percent of the total crop revenue for. Kentucky. 
Nearly $4 billion is generated annually from the production and sale of tobacco. 

• The 1992 Ag Census listed more than 59,373 tobacco producing farms, with more than 
268,140 acres planted with tobacco. 

• Many Kentucky tobacco farms are very small. The average Kentucky tobacco farm plants 



only 4.5 acres of tobacco, while Alabama averages 23.9 acres of tobacco per farm, and 
South Carolina averages 25.5 acres per farm. 

Ofthe 151,668 tobacco quotas and allotments in 1996, 134,424 were for burley tobacco. 

In 1996, 167,695 owners were listed for burley quotas 
98.7 percent were listed as white 
1.2 percent as black 
66.7 percent as male 
31.7 percent as female 
1.6 percent as corporate entities 

Kentucky 
Burley Tobacco Farms 

Estimate (1997 Burley Tobacco) 
Kentucky 

Burley Tobacco Farms Number 
of 

Farms 

Number 
of 

Pounds 

Pounds 
per 

Farm 

Grows ONLY Farm Quota 
(Does not lease in or out) 27,183 122,137,986 4,493 

Grows Farm Quota PLUS Leases in 
Pounds 24,340 196,015,410 8,053 

Grow ONLY Farm Quota 
(Quota Raised by Tenants) 19,761 105,046,575 5,316 

Grows Farm Quota PLUS Leases in 
Pounds 
(Quota Raised by Tenants) 15,843 133,538,504 8,429 

Leases Away Entire Quota 57,544 139,746,688 2,429 

1^ Legislative Background 

Last week, the Senate Commerce Conunittee voted 19-1 in favor of the comprehensive 
tobacco legislation. Senators Lott and McCain indicated that the bill probably will go to the floor 
during the week of May 18. 

Previously, three types of legislative approaches have been discussed. First, Senator 
Lugar proposed legislation that would quickly "buy-ouf quota owners from the govemmental 
system at approximately $8 a pound. In Senator Lugar's plan, tobacco prices would then be 
subject to the free market. Second, Senator Ford proposed legislation that would maintain the 
current quota system, while also compensating farmers (up to $8 per pound) for the difference 



between the prices they would have enjoyed without legislation and the diminished prices they 
may experience. Senator Ford's bill also includes a $500 million a year transition fund for 
conmiunities. Finally, Senator Robb has proposed legislation that would combine elements of 
both of the above approaches. He wants to buy-out farmers, but replace the quota system with a 
production control system based on licenses. Unlike quotas, licenses would be given only to 
those who actually grew tobacco and could not be bought or rented. 

Senator Ford's proposal, the LEAF Act, appealed mostly to burley growers like those in 
Kentucky who have small farms and want to continue the quota program. Senator Robb's 
approach gained some support from flue-cured farmers (based mainly in North Carolina and 
Virginia) who believe the buy-out and license system better fits more capital-intensive flue-cured 
production. Senator Lugar's approach has not attracted widespread support; even tobacco-state 
senators like McConnell who philosophically favor this approach probably will not come out for 
it publicly. 

Farmers' Legislation Included in McCain Tobacco Bill 

Senators Ford, Frist, and Hollings, the three members ofthe Senate Commerce 
Conunittee from tobacco-growing states, joined together to include a broad-based farmer 
package in the McCain comprehensive tobacco legislation. While maintaining a production 
control system for all tobacco farmers, this packages 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, and retains the quota system for 
those who do not take the buyout, but provides payments to both remaining quota holders, 
lessees, and tenants to the extent that quota prices decline. 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 transferring of quotas from inactive quota holders to actual 
producers was part of the Senator Robb's proposal. The McCain package also provides 
assistance to tobacco-producing communities. This package would cost $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. 

Below is a table with the major provisions of the McCain tobacco farmers legislation. 

Payments to Tobacco Farmers Under Proposed McCain Legislation 

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

Flue-cured tobacco 

Buy-out Optional one-time buy-out at 
$8/lb over 10 yrs or less 

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



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

Flue-cured tobacco 

Those who remain in 
program --quota or permit 

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

Opi/f^tb/c producers willbe^ 
issued a new permit fiarfio 
cost ~ this changes the old 
quota system to a new permit 
system for flue-cured,, 
ensudngjthat only active 
producers stay-in pmgramj„^• 

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 
potmd quota drops, with a 
lifetime limit of $8/lb times 
the entire quota 

No remaining quota holders 

Lessees (Burley), Renters 
(Flu-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 (1) 
permits limiting right to 
produce ftiture 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 times the entire quota 

V 

Other Provisions: 

Costs Incidental to the Program: All USDA costs associated with tobacco are paid out ofa 
tobacco growers tmst frmd, including administrative costs, crop insurance, cooperative extension 
service costs, and any other costs. 

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. 

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. ITiis program 
will be administered by the Secretary of Labor. 

Tobacco Community Economic Development Grants: Block grants to tobacco states will be 



made annually for mral business enterprise grants, farm ownership loans, initiatives which create 
farm and off-farms employment, expanding infrastmcture, long-term business technical 
assistance, supplemental agricultural activities, value-added agricultural initiatives, and 
compensation to warehouse owners. At least 20 percent of the funds must be spent on 
agricultural activities, 4 percent on long-term technical assistance, and 6 percent on warehouse 
owners. 

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. 
• Economic development grants set at $375 million less administrative costs for first 

ten years. 
• Assistance for dislocated workers set at $25 million annually for ten years. 

Secretary Glickman's Trip to Kentucky 

Last Friday, on April 3, Secretary Glickman traveled to Lexington, Kentucky to attend a 
Farm Fortmi at Gentry Tobacco Warehouse with 600 to 700 farmers, govemment officials, and 
agribusiness leaders. The farmers were generally supportive of the Administration. Their main 
concems were that the tobacco program be kept in place and that small farmers not be adversely 
affected. 

Attachments 

Local press clips from Secretary Glickman's visit to Kentucky on April 3 
Maps showing the distribudon of tobacco production in Kentucky 
Background on the Tobacco Program (prepared by USDA) 
Background on General State of the Tobacco Industry (prepared by USDA) 
Background on Risk Management Agency (prepared by USDA) 
Background on Farmer Portion of the McCain Legislation (prepared by USDA) 
Press Release by Senator Ford with stmunary of major provisions 
Questions and Answers (Prepared by USDA) 
Highlights ofKentucky Tobacco Farmer Survey from Febmary 10-19, 1998 (Campaign 
for Tobacco-Free Kids and the Kentucky Health and Agriculture Forum) 



Price-support program called crucial safety net 

r m r a s Bf MCWO. HAYU«K 1«C OQunOVjQuqtM. 
Robert Richardson at Veitodles, right, bitfOduced U.S. Becretary ol Agriculture Dan GOekman lo olher lamwn. 

Agriculture chief 
says president 
won't abandon 
tobacco farmers 
^ JOE WARD 
Tne CourlerOounwl 

I13CINGT0N. Ky. - U.S. Secretaiy 
oT A(^ca(tore D M GKckman loM lann-
cn uilioml In • tObiccD wirthovsc In 
Lexbiglan ymcnUy that UM redtral to-
htccft prafiram h u Mived •( a mtcty 
nd (or lhe hmlly fann — and that (he 
lUbiUiy ll prs«Mci nnnl bo pcCMfvcd. 

He pleiiK«d lhai Preildcm Glnien 
will dgn no lobacco bUl dut doan'i 
proiMtUiehriiien. 

It w«i whit UIC faimeia wanted to 
hMr, 

Al Ihe warduMHa iotim, allcnded lw 
6no lo Ton (trmcf* nnd giMwrnrntnl of* 
riclali and enmyacs, and duriiiK an 
aii|t«r vUi by Gnckinan to a Woodford 
Cnuuty lobacco rarm. tha aula ihnm 
a( lannisr emnmentary wot the nme: 
Kailudv fUAcn need (he (obaceo 
price-staiilUty praeiaoi. 

"Wi'ra noi horr to uve labioco," 
Daviess County (anoer and Burley Co­
op president Rod Kuegel said tc the ra­
nt ra. 

"We're here to live the fanitly farm. 
What people O^d to realize is thit you 
can'l do one without lhe olher here in 
Kentucky." 

Earlier, as Glickman lalked wlih 
farmers OP a grassy slope on Robert 
and John Richardson's farm on Steele 

Rood. WoodTord 
Counly fanner Rufity 
Tiwmpson lold blm 
tlie hirer over tobac­
co in Iht Con(ius 
and (he oewt media 
l i MTcaitaig on tobaoEO 
(armen. 

"AS (Obactn fam-
Cfi. we'ia eeiilnt 
«hot all n plecd ĉ -
cf^day." ttiompBoii 

"WeVe played by 
the mles an or cwr 
Uvea, and M did loy 
(aihcr and frandfa-
diar," and dont bc< 
liave putiUhmcnt Is 
Inordcf.heaald. 

Glldunaa (eld tbe 
fannen tliat the aim 
of tobacco Ucislalian 

Sndln; b Conereaj ic (0 ndocc imoli' 
5 amone the nation^ younf pwple. 
ilch he said K a woitby aoaL 
But he uld H also Is Important that 

the legtslattoo protea the neni of (faou-
lands of fantiert" wtio hive been the 
bcnendarfes or the redcril lobacco pra-
gram — which he said hes «orkid bd-
ter over Several decadee lhan most oth­
er leiieral isrlcultvre pregnms. 

"We need a lolulloa th«t provides 

Rctiordaon and 
dacni0ad loaf 

(SUelunaq eaondned weather* 
bat yenr^ lohneoo crap. 

mbdlty and ii fair to lhe farmen 
(he (niali communillGS," he said. 

Conerass Is eontldtring t massNe lo­
bacco olli ihtt would extract (1 
hundred biilion dollan from the K M C 
CO industry, and in exchanee provide 
Ihem vrith some limited proiection 
against lawsulU Irum psrtlet sHeglog 

See GUCKMAN 
Page 7, cp|. I, lliis section 
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Glickman reassures growers 
Continued from Page FI 

Ihcy were lohirtd ty motdng. 
The lecimilon hu been Iq Ihe 

works iliKC last Jane, when lobactw 
companlec and auomcyi ctneni for 
40 stales worited out a tantatlva 
ametDcni tnvoMnc payment of 
1368 billion by (he iDdiutiy and 
cuifas on advertising. 

Tobacco lanqers have lone be-
-lleved that any time Congrasa oaoild. 
en any (obaoco legislation, lhe fader-
l l tobacco Bragraffl thai keeps Iheir 
pikei stable Is Uijeopan .̂ The pro-
gtain long hu been a UiKct of anti-
smoldtigforeet, 

The pending legUIatloQ also holds 
the poteadal of dnsiicaiiy redudng 
the ameuiu o( tobacco coosutncd. 
whicli could fei{Oas|y-cH( (ann in-
conic. 

Faraieta have had dlfflculty decid­
ing among tbemcahwl wfait they 
should seek tron Ooogius. Some fa­
vor a buyout thai would give (amen 
who have depended on (he progran 
enough nooey lo neve lo other 
crapa. 

Oihars aay lobacco will be growei 
as long as It Is le^. and (hey want 
to iwep growing It. but th^ need (ha 
praaamtodolL 

Tbe prô rara basically kcMs prices 
up by Umiung supply ihraugh quotas. 
The govemnant (IIMIS out each year 
how mudi tobacco die conpaides ex­
pect to buy and bow much ean be 
sold avafcaa«, and (hen diwlec up 

ihe right to grow It among (he farm-
en-

That way, the rirmen doni over-
produca and drive prices down. A 
price-support mechsnlsm that in­
volves govemment loans makes sure 
(h« farmers get in acceptable price 
even when inc companies buy less 
lhan they said they would. 

Kuegel and others — induding 
i;.S, Sen. Wendell Ford of Keniucl̂ , 
who long has been tobacco's pre­
miere cfaanpian fai Congress — say 
lhe pcogiani tnablai fsmllies lo make 
a living on much snaller farms lhan 
would Otherwise support Ihcm-

KcUng np that (heme i( ycsier-
daŷ ^ ronm. Kentudq' Gov. Hv\ Pal-

. ion ui«ed that Glickman, whea deal­
ing with tobacco and other farm ij-
suaa, "raka Inlo account (he euUural 
value of itoali farms." 

Tobeeoo Is (he reason we have so 
maiv family farms, ind so 
XeiKucklans ê joy the value of rural 
Mag" the governor said. 

Glickman (old repoiten i i a brief 

Kress eonfereoce af(ef the (orum thai 
e assumes ibc Picsldem and leidsta-

lora who champion tobacco wlu ac­
cept nothing less than a condnuailon 
ot the progtam for farmers who want 
10 keep growing tobacco, and a rea­
sonable price (or ihote who want 
OUL 

The pendine legislation would do 
Just that, buying quotas frtm (doM 
who wane lo opt out at J8 a | 1 
oMrlOycan. 



Lextneofl Hi5ral(H.e«d(ir 
Saturday. April 4.1998 

Finding facts firsthand about family fanns 

PHOTOS BY HUNN nXSERSON/^rAfF 

tJ.S. agricnlture secretary 
visits farms, hosts forum 
8y KttWa«ar 
HcwuHMxa siwr wm* 

US. AgriculUita Seaetary Don GlUcDaii 
cnme 10 Cotrvl Kentudv yesterday lo take 
lhe pubn of Ameiican vRtî dhv^ and fatm-
cm let him louiw Uial Kenhieky Hvcs atid 
d'xai by Idbaoce price uupporfa. 

'MVe tee not here to aave tobacco.'' tak) 
Owensboro tobacco grower Kod KueecL "We 
aru here to save the fiunily farm. But you 
ain't dn one without lhe other in Kentucky.* 

Kucfcel's conitncnis set the tone for yei* 
lirday's (arm rorum, the (irn of Bev«i cuch 
niMiiiiKs GUckman is hokling amxai Ifae 
iiiuiilr)' to see firstliaiid how ne\v federal 
fiirm policies are working. Silting m a wQre-
luiuse filled with the pungcnl aroma of cut 
iiili;ico). nniciali) could not hnve gotten aŵ y 
Ir̂ tm ifibnci.'o if ihey h.nd tried. 

Kiicgtl, who Is president of the Burley 

T(*aoco Grawen Coopoative Aasocwtkio, 
tma GUekinw mil other fedeml agriculture 
officUs (hat Rune fums in Kenhidcy have 
only t la 10 lillafah aettt. 

"Irt Maoco ifaat makci (hem viabfe-
KucsdfoiiL 

CHckman aak) he understood the ig)e 
that tobacco price supporta had ployed In 
crcnting a neatly unique culture of smaQ 
fanns in fCentucky.HeprDinlsQ] dnt tobacxo 
fannera woukl not be left out of a national to-
baoeo BettleiTMnL 

The presMent has said Ihol a fan- and 
reasonable settlement fbr lobaos formers is 
a Gndipin of any settlemoit" Glickinwi said. 

Out he dedined lo eodone a spedfic plan 
10 protect farmers, saylne only that the pro-
posal by Demooatic Sen. Wendell Fottl of 

See GUCKMAN, D2 
Gov. Paul Patton, left, lltrtfineiJ to Glickman 
fipoak at the USDA fomm yesterday. 



UbDA-FFAS QlOOS 

GLICKMAN: Iklk 
covers tobacco, 
hemp, ostriches 
From Pago BI 

Kentucky was a poaltivt ttep. The | 
adoiinbtratksq, he taJd wants to ««I 
a consensus la Congiess befoce fai- j 
doning a spedfic plaa .• > 

Ford has ptmxweil a plan (hat! 
"̂>uld allow (utmn to sell (heir to-; 

bacco quobi tu the government for '< 
J8 a pound, m\6 over 10 yrai*. I 
Ci-owcrs who lease quota could n-'. 
celve S4 a pgimd. Fotmet̂  who; 
chose to continue growing tobaon ' 
««ukf still partidpate in a ptlcê up- '• 
pact aystein. J 

The form fonun. whkh atfav<«l; 
sevfTOl hundred gmwers from '• 
flcross Kentucky, Induded questions. 
that ran the gamut trom osbich! 
forming to hemp gniwing. 

GCckman said he was tiying to; 
end Ihe Agriai](ure Departaient'a -
(taditional bias toward large opera- i 
tkms by emphasizItiK reseaith Into > 
ways (hat'tmall and fDedtuavsite', 
forms can be oxnpeddve. 

Ue said be was umoetned about I 
overcoqcentiation ki the beef pro-: 
cBsalng Induatry, where four firms • 
have K) percoic of die market, bi i 
198Q. (hat poitioa of (he market WIS I 
Chared by U firaia. He said he is I 
seekioE tougiber entaccement of an-; 
titnist laws to stop raoiMpofistic' 
pradices. 

He assured growen dal (he can-• 
tnivasial propoied standards &r or-
ranic foods wookl be dnnged. 
whoi the standards were issued life-: 
conuneut, he caid. thcr gojoated ' 
tome 1S.000 tesponses. more .than | 
any ottier Issue In modttn Mstotyil • 

The propoGcd standards indud- • 
ed loaiiy pnictioes that Qtsanic &(m-• 
tvs oonskiefed heresy. At (4 bUTon a: 
ysar, djc onpnfc foods Industry can 
no kmger be onEidored a fringe 
busheachesakl ft 

One tanner asked why tbe gDV> 
onmetit was not nnvbiff la help dc 
U£.henp 'mdv .̂ Heim fe legal b 
Gennany and f̂ M̂fa DBSO) Jspm. 
vkOnc fSO mUlioa h •̂ ""Hftitace tp 
get (he hemp Induslxy up and nm-
ning: vy\ 

That isBie b to aoaie cxi^ 
diQvc my pay Bcad̂ * CBdoidi 
casd̂ pnanBdhglugtiW lb & 
knowledgH that faineR b otfaa-
•latn ako had kaiuinid ailnui (til 
IKwiwility of crowtag libii^-^ 
ooush of BaiQuana diat '"**ttgL 

He saM Ihe future of banp % 
(M UD in and-roatt|uana isauK, 
the Agriculture Deparbnent has 
made no dedskxi on whether hrnipr 
promoliDa would be a good id% .; 

"All I on ten you te Keep the {ti 
ôrmatxia flotv coming,* he said ' 

Lexington HerakJ-Loader 
Saturday, April A. 1998 

Earher in the day. GlkJcmon vis-
tied the Woodford County hjbaccti 
form of Robert Richardson. He loU 
bal growers they need lo make 
tiieir voices heard. All of agrkultuit 
faces a tough polidcal eltuatten, he 
aaki. because taimeta make up only 
2 penxnt of the population. !• 

Uodcx new farm polKiea. whfcfi. 
phased out most price supporta, the 
ultunate safety net is export mac-
kels, Giidman laid. TV Agiioulha^ 
Deparbnent was trying to ensure 
that form credit roaaloed plentiiul 
and that borrieR hi VS. iatm BC-
ports weri elimlnaied. Fannine, he 
said, is a growth industry because 
the workTa popufodon Is expfcxllnfi 
and people everywhere want U.^ 
fsm pnxluct& ' <* 

John Rlchardsoa who raises ô .' 
lie and with hia brodier grows 12a 
acres of tobaccô  was anbnpressed:: -

*lt was about die aame thHiE 
they say aD die dm̂ * Rkhanfaoh 
aald 

They talk toon about grain 
fonnera than tohaiXD&nneiSL It gets 
them off tbe sub}ea of tDbaooo.* v' 



1997 Buriey Quota - Kentucky 

KY Quota (Pounds) 
(Jp to 50,000 Lbs 
50,001-100,000 Lbs 
100,001-500,000 Lbs 
500,001-1,500*000 
1,500,001 -5,000,000 Lbs 
5,000,001 -10,000,000 Lbs 
10,000,001 ahci over 
No Burley Quota 

Prepared by 
Farm Service Agency 

March 6,199B 

USDA 



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

Ky Fire Cured (TVpes 22-24) 
Up to 20,000 lbs 

120,001 to 300,000 fbs 
J 300,0001 to 1,000,000 lbs 

1,000,001 to 5,000,000 lbs 

HOver 5,000,001 lbs 
No Flre-Cuied 

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

USDA 

Prepared by 
Farm ServJcft An* 



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

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

150,001-150,000 lbs 
150,001 - 1,0dl),000 lbs 

BOver 1,000,001 lbs 
No Dark Air Cured 

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

USDA 
Prepared by 



THE TOBACCO PROGRAM 

ISSUE; 

Most tobacco produced In the United States ts under the Federal price support-production 
control program. The tobacco program operates under pennanent 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-prt>duction 
control program stabilizes production and income for small and large producers. 

TALKING POINTSf 

• Producers of different kinds of lobacco 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, as they have for many 
years. 

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

• Including sales from fire-cured and dark air-cured tobxco, 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 controversy surrounding the Federal program, tobacco-state congressmen were 
able to obtain permanent legislation. However, numerous changes have been made to the 
program via 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-nci-cost to taxpayers. This program is currently under additional criticism as the 
Congress acts on the tobacco settlement. 

SUMMARY: 

The Federal tobacco program Is under permanent legislation, which has provided production 
and income stability for tobacca 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, FSA 202-720-5291; home 
703-354-1887 



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE! 

Assessment of the general state of the tobacco industry. 

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

HArKGROUND! 

Sales of tobacco products reached a record $50 biUion in 1997. Although consumption of 
tobacco products have decUned, exports of cigarettes reached a record high in 1996 before 
decUning a Uttle in 1997. In 1997, tobacco production totaled 1.7 biUion pounds with a value 
of over $3 bOUon, the highest production and crop receipts since 1992. 

Most tobacco is under a price support production control progiam that guarantees producers a 
minimum price in exchange for Umiting production and works to stabiUze supply and prices. 
In a referendum in late February, 97.5 percent of burley prxxlucers (the majority of tobacco 
grown in Kentucky) voted to continue the price support-production control program, as they 
have for many years. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

KENTUCKY 

ISSUE; 

The Risk Management Agency (RMA) helps stabilize the agricultural economy by providing a 
sound syslem of crop insurance. The program leverages scarce federal resources by using the 
expertise and resources of 18 crop insurance companies and 15,000 private insurance agents to 
provide producers superior products and services. Primary issues are the RMA budget request 
and sales related issues like association marketing, 

IMPORTANCE; 

Risk management programs, such as crop insurance, are USDA's primary means of helping 
farmers survive a crop loss. Since enactment of the Federal Crop Insurance Reform Act of 1994, 
participation has nearly doubled. In 1997, crop insurance provided producers over $25 billion in 
protection through 1.3 million policies on more than 181 million acres. Participation has remained 
high despite modification of the requirement that producers obtain crop insurance in order to 
participate in most USDA farm and credit programs. 

BACKGROUND! 

Kentucky experienced a very abnormal year with their 1997 burley tobacco crop. Adverse 
weather conditions resulted in tobacco with high moisture content that either receives a low grade 
and price or no grade at all. RMA has addressed this situation with Bulletin No: 
MGR-98-06 dated March 16, 1998. This provides a deviation in loss adjustment procedtires for 
the 1997 crop year only and is currently being used to complete the 1997 claims for indemnity. 

TALKING POINTS. 

• Kentucky is second only to North Carolina m total tobacco production and is the 
largest producer of burley tobacco. Cash value is excess of $700,000,000 a year. 

• This issue involves buriey - type 31 tobacco. This is one of five types of tobacco 
that is grown in Kentucl^. The other types are dark fired - types 22 and 23, and 
dark air cured - types 35 and 36. Builey tobacco accounts for 92% ofthe total 
tobacco production in Kentucky. 

• There are 26,642 tobacco crop polides in Kentucky for the 1997 crop year. This 
provides protection (liability) of $177,115,750 and covers 48% ofthe total crop. 



• Loss Adjustment is currently ongoing to settle the remaining 1997 crop year claims 
for indemnity. The end ofthe insurance period was February 28, 1998, and the 
policy allows clautis to be subnutted for sbcty days after the end ofthe this period. 
Early reports from the compames indicate the new loss procedures arc being well 
received by the insureds, 

SUMMARY; 

Strengthening the agricultural safety net is critical to our Nation's fkrmers, To ensure that 
producers have the knowledge and tools they need to manage their risks, USDA has launched a 
risk management education initiative and made new products like revenue insurance widely 
available. Similar efforts are expected to continue and intensify in the future. 

CONTACT; 

Larry Whitford, Director, Jackson, Mississippi, Regional Service OfiBce, (601)-965-4771. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE: 

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

niscussiON! 

The tobacco settlement wUl have a wide reaching impact on aU segments of the tobacco 
industry, but a disproportionate effect on smaU and minority tobacco quota owners and 
producers. Of the 338,000 individual tobaccos quotas nationwide, nearly 66 perc«it are 
considered smaU fann operations. Five percent of aU quotas are owned by minorities, the 
majority of which run smaU and family-sized operations. If a settlemeni 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 especiaUy vulnerable because of their already low level of income and 
significant depwdence on tobacco as a source of faimly income, 

BACKGROUND: 

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

The Ford BiU has been incorporated in the McCain BUl (S. 1415) as the £aimer portion of the 
McCain BUl. On April 1, the Senate Coiimierce Committee approved the bUl, 19 to 1, and 
Senator McCain said he hoped the BUl would be before the fuU Senate before Memorial Day. 
A few modifications were made during the markup, but the thrust of the former portion of the 
Ford BiU remained intact. 

TATinNG POINTS! 

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



Payments to Fanners for: 

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

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

0 Remaining quota holders get payments to the extent quota falls below the 
base level equal to $4 per pound for every pound quota diops, with a 
Ufetime Umit 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 AU quota holders reUnquish quota and get $8 per pound over 10 years or 
less. 

o Active quota holders wiU be issued permits Umiting 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 
lev^ equal to $2 per pound for every pound quota drops, with a Ufetime 
limit of $4 per pound times the entire base quota. 

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

» Burley - base quota 657 milUon pounds. 

* Flue<ured - base quota 885 mUUon pounds. 

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



I^nner Opportunity Grants - Quota holders and active tobacco producers and their 
famUies are eUgible for higher education grants of up to $1,700 per academic year, 
adjusted upward every five years by $300. Academic eligibUity is modeled after PeU 
grants, and program is administered by the Secretary of Education. 

Benefits for Displaced Workers - Up to $25 miUion annually fbr 10 years wUl be 
made avaUable 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 
wiU be made annuaUy 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 of the Farmer Portion of the McCahi BUI - $28.5 bUUon total over 25 
years, $2.1 bUUon per year for the first ten years, $500 mUUon for years 11-25. 

» Annual payments to tobacco farmers set at $1.65 bUUon for up to ten years. 

» Economic development grants set at $375 miUion 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 
$506 bUUon. 

» An increase in cigarette prices of $1.10 per pack over five years was 
anticipated. However, in the markup of the BUl, more than half -65 cents per 
pack would become effective in 1999. 

* The 65 cent increase would result in a more abrupt drop in cigarette 
consumption and thus demand for U.S. grown leaf than originaUy anticipated. 

» Consumption would faU nine to ten percent because of the 65 cent cigarette 
price increase. Demand for U.S. flue-cured and burley would decUne 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 BUl -

CivU UabUities damages capped at $6.5 bUlion per year. 

» Marketing and advertising would be curtaUed considerably. 

Goals of reducing youth smoking of 15 percent in three years and 45 percent in 
10 years were established. 

» The Food and Drug Administration would be given broad latitude in regulating 
tobacco products. 
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FORD MAKES MODIFICATIONS TO STRENGTHEN «LEAF ACT" ; 
EXPECTS PROPOSAL TO BE IN PACKAGE FOR SENATE DERATE 

WASHINGTON-- Bringing together burley and flue-cured growers, 
U.S. Senator Wendell Ford (D-KY) today said he has made some 
modifications t o his '̂ LEAF Act" that w i l l "'solidify and broaden 
the support" necessary to have Congress pass the proposal. 

With the Senate Commerce Committee set t o begin marking-up 
the proposed tobacco settlement l e g i s l a t i o n next week, Ford said 
i t was imperative to have the strongest broad-based farmer 
protection package ready f o r inclusion i n the f i n a l b i l l . 

Ford noted that he f u l l y expects the Committee to include 
his proposal i n l e g i s l a t i o n that w i l l be debated on the Senate 
f l o o r i n the coming weeks. 

"These modifications to the LEAF Act broaden and strengthen 
our support while s t i l l holding to the pr i n c i p l e s we've always 
fought f o r : maintaining the quota program, f a i r compensation f o r 
l o s t quota, and providing a safety net i f the program i s 
threatened or eliminated i n the future, a l l while remaining 
f i s c a l l y r e a l i s t i c , " Ford said. 

The modified LEAF Act incorporates some changes in the flue-
cured program as advocated by Senator Charles Robb (D-VA) and 
other flue-cured representatives, such as transferring quotas 
from inactive c[uota holders to actual producers. 

Por burley growers, the LEAP Act would allow a quota holder 
t d r e l i n q u i s h t h e i r quota i n exchange f o r $8/pound, payable over 
a period of ten years or less. Unlike a proposal by Senator 
Richard Lugar (R-IN), that quota could then be reallocated t o a 
farm owned by a quota lessee or tenant i f they were the p r i n c i p a l 
producer of the tobacco. 

Another modification would s p e c i f i c a l l y earmark a portion of 
economic development funding f o r tobacco warehouse owners. 

"I've l i s t e n e d very hard over the la s t several weeks to 
growers and have t r i e d to incorporate every constructive idea, so 
long as i t didn't run into u n r e a l i s t i c funding requirements. 
T.T^ / 



Congressional approval. I think this i s that package, and I'm 
going to do a l l I can to see that i t becomes law," Ford said. 

In addition to Ford, Senators Ernest Hollings (D-SC) and 
B i l l F r i s t (R-TN), the other two tobacco-state members of the 
Senate Commerce Committee, are supporting the legislation. 

m 



Snmmary of Proposal 

I. Payments to Fanners 
• TYPES OF TOBACCO OTHER THAN FLUE-CURED 

^ AU quota holders given one-time option to relinquish quota and get $8 per pound over 
10 years or less 

V" Remaining quota holders get payments to the extent quota faUs equal to $4 per pound 
for every pound quota drops, with a lifetime limit of $8 per pound times the entire 
quota (as under original LEAF Act) 

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

• FLUE-CURED 
/ Quota holders relinquish quota and get $8 per pound over 10 years or less 
V Active quota holders will be issued permits limiting right to produce future crops 
V Renters and Tenants get (1) permits limiting right to produce fiiture crops, and (2) 

payments to the extent national quota falls equal to $2 per pound for every pound 
quota drops, with a lifetime limit of $4 per pound times the entire quota (as under 
LEAF Act) 

n. Costs Incidental to tiie Program 
AU USDA costs associated with tobacco are paid out of a tobacco growers trust fund, 

including administrative costs, crop insurance, cooperative extension service costs, and any other 
costs, as calculated by the Secretaiy. 

m. Farmer Opportunity Grants 
Quota holders and active tobacco producers and their femiUes are eUgible for higher 

education grants of up to $1,700 per academic year, adjusted upward every five years by $300. 
Academic eligibiUty is modeled after PeU grants, and program is administered by the Secretary 
of Education. 

IV. Benefits for Displaced Workers 
Up to $25 miUion annuaUy for 10 years wiU be made avaUable to provide benefits based 

on the NAFTA displaced workers program. The program is administered by the Secretaiy of 
Labor. 

V. Tobacco Communitv Economic Development firar^ty 
Block grants to tobacco states wiU be made annuaUy for rural business enterprise grants, 

farm ownership loans, initiatives wiiich create farm and ofif-fann employment, expanding 
infiastructure, long-term business technical assistance, supplemental agricultural activities, 
value-added agricultural initiatives, and compensation to weirehousc owners. At least 20% of 
fimds must be spent on agricultural activities, 4% on long-term technical assistance, and 6% on 
warehouse owners. 

VI. Total Costs 
$2.1 bil. per year for the first ten years, $500 mil. for years 11-25, $28.5 bii. total. 



Sli tyofLEAF ActModificati< 

General: 
1. Base Years: Base years upon which payments are made changed fiom 1994-96 to 1996-98. 

2. Funding: 
a. Amiual payments to tobacco doners raised to $ 1.65 bUUon fiom $ 1.6 biUion. Total 

payments to fanners raised to $16.5 biUion fiom $16 biUioiL 
b. Economic Development grants set at $375 miUion minus administrative costs for first ten 

years; unchanged for years 11-25. 
c. Assistance for dislocated workers set at $25 miUion annuaUy for ten years. 

3. Optional Buyout: For aU types of tobacco other than flue-cured, quota holdeis are given a one-time 
optional buyout at $8 per poimd, in exchange for relinquishing their quota. Payments wiU be made 
over a period of up to ten years, depending on (1) how many take a buyout, and (2) how far national 
quota falls. Remaining quota holders who stay in tfac program wiU be eUgible for LEAF Act payments 
as under the original biU. 

4. ReaUocation of quota: For aU types of tobacco other than flue-cured, when an optional buyout is 
taken, quota lessees or quota tenants who were the principal producer of tobacco under the quota wiU 
be given the option of having the quota reaUocated to a farm they own. Otherwise, the quota is 
redistributed among remaining quota holders in the county (or in states with cross-county leasing like 
Tennessee, redistributed throughout the state.) 

5. Flue-cured pennits. AU flue-cured quotas wiU be relinquished, in exchange for an $8 per pound 
payment over ten years. Inactive quota holders arc out of the program. Active quota holders wiU be 
issued individual tobacco production pennits. Quota renters or tenants who were principal producers 
of flue-cured tobacco during 1998 wiU also be issued individual tobacco production pennits. Quota 
renters or tenants remain eUgible for LEAF Act payments to the extent national quota declines. Permit 
holders must remain active producers to maintain permits. Peimits may not be sold or leased, but may 
be transferred to descendants. 

6. Warehouse owners: Six percent of economic development fimdiag is eaimariced fcr warehouse 
owners for ten years. 

Technical: 
1. Definition of "active tobacco producer" changed to "participating tobacco producer" 
2. Dark tobacco poundage conversions to be based on actual fann yield, not county yield. 
3. Funding for fanner payments divided between flue-cured and aU other types of tobacco. 
4. ReaUocation of leased quotas where a tenant is die primary producer is spUt between quota lessee 
and quota tenant 
5. If the program is voted out by referendum, this does not trigger accelerated LEAF Act payments. 
6. Flue-cured permit holder must invest at least 100 percent of the costs of production in the crop iii 
order to be considered an 'active" producer. 
7. Flue-cured tobacco must stUl be grown in the same county under a permit as it was under previous 
quotas. 
8. Flue-cured permits must be assigned to a fann within the same county. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE: 

The importance of tiie tobacco setflement, and the efiFect on smaU farmers. 

Q. How unportant is tobacco as an agricultural crop? 

A. In 1997, tobacco production totaled 1.7 bUUon pounds with a value of over $3 bUUon, 
tiie highest production and crop receipts since 1992. Sales of tobacco products reached a 
record $50 bUUon in 1997. 

Q. How important is tobacco to Kentucky producers and tiie overaU economy? 

A. Including sales from fire-cured and dark air-cured tobacco, Kentucky tobacco producers 
received over $800 mUUon from tiie 1997 crop. Tobacco sales represent over 40 percent 
of crop sales receipts and over 20 percent of aU agricultural sales in Kentucky. 

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

Q. How important is tobacco to small farmers? 

A. Tobacco is a high value crop tiiat generates receipts of $4,000 to $5,000 per acre. Profits 
from 1 acre of tobacco are equivalent to between 15 and 20 acres of com or soybeans. 
On smaU forms in Kentucky, witii an average of 22 acres of harvested cropland in 1992, 
tobacco is vital to tfie economic survival of farmers, (source: 1992 Ag Census) 

Q. Who win be affected by a settlement? 

A. The tobacco setflement wUl have a wide-reaching impact on aU segments of tiie tobacco 
industiy, but a disproportionate effect on smaU and minority tobacco quota owners and 
producers. Of the 338,000 individual quotas, about 66 percent are considered smaU farm 
operations. Five percent of aU quotas are owned by minorities, tiie majority of which are 
smaU producers. 

Q. Is anyone in Washington concemed about the impact a tobacco settlement could have 
on tobacco farmers and on the rural communities where tobacco is grown? 

A, The Administration supports tiie concept of compensation to quota owners, along witii 
producers, and of course the rural communities, USDA's Farm Service Agency, is 
providing analysis and interpretation of various proposals tiiat have been made, to ensure 
that tobacco farmers, and their rural communities, are included. 



Q. What is the likelihood of Congress approving a settlement? 

A. There appears to be considerable movement in the Senate. Senator McCain's biU was 
passed by the Senate Commerce Committee on April 1. They have not agreed on aU the 
details, but the Senate is moving toward approval of a setflement. The House has not made 
as much progress. 

Q. When might the settlement legislation happen? 

A. I don't know how soon it may happen. I would like to see Congress approve a bill before 
tiie House and Senate adjourn for tiie Fall campaigns. 

Q. Will you sign the national tobacco settlement legislation? 

A. I cannot commit to that without knowing the terms the bill wiU contain. I will not sign any 
bill that Ms to provide for the economic losses which wiU be sustained by tobacco farmers 
and by the rural communities in which tobacco is grown. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

Crop Insuran«» Statistics in Kentucky 

In Kenmcky, there were 20,782 active burley tobacco poUcies in 1997. Based on 1996 data, 
75% of the poUcyholders reported 5 or less acres (less tiian $10,000 in UabiUty and probably 
received less tiian $20,000 in average income). 

In Ohio, there were 1,189 active burley tobacco poUcies in 1997. Based on 1996, 85% of tiie 
poUcyholders reported 5.00 acres or less. 



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 yoiing people and to provide 
assistance to tobacco-dependent communities. While most of the farmers would prefer to 
C9ntinue growing tobacco as they have for years under the current tobacco program, they 
express some uncertainty about the future of tobacco fanning and are therefore willing to 
explore altematives. The farmers surveyed also question how concemed the tobacco 
companies are about the well-being of tobacco fanners. 

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 I 
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 Kenmcky tobacco farmers (82%) agree Congress should leave the tobacco 
program alone, a majority (59%) believe die program will be eliminated within the next 
five years. Thus, it is not surprising that just 41 percent of the farmers surveyed say it is 
very likely that they or someone in their family will be growing tobacco on their farm in 
ten years; another 19 percent say it is somewhat Hkely. 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 Survev 

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 burley 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 

Q 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 Farnners, 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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FARM AND FOREIGN AGRICULTURAL SERVICES 

KENTUCKY 

ISSUE; 

The Risk Management Agency (RMA) helps stabilize the agricultural economy by providing a 
sound system of crop insurance. The program leverages scarce federal resources by using the 
expertise and resources of 18 crop insurance companies and 15,000 private insurance agents to 
provide producers superior products and services. Primary issues are the RMA budget request 
and sales related issues like association marketing, 

IMPORTANCE! 

Risk management programs, such as crop insurance, are USDA's primary means of helping 
farmers survive a crop loss. Since enactment of the Federal Crop Insurance Reform Act of 1994, 
participation has nearly doubled. In 1997, crop insurance provided producers over $25 billion in 
protection through 1.3 million policies on more than 181 million acres. Participation has remained 
high despite modification of the requirement that producers obtain crop insurance in order to 
participate in most USDA farm and credit programs. 

BACKGROUNP; 

Kentucky experienced a very abnormal year with their 1997 burley tobacco crop. Adverse 
weather conditions resuhed in tobacco wilh high moisture content that either receives a low grade 
and price or no grade at all. RMA has addressed this situation with Bulletin No: 
MGR-98-06 dated March 16, 1998. This provides a deviation in loss adjustment procedures for 
the 1997 crop year only and is currently being used to complete the 1997 claims for indemnity. 

TALKING popyrs. 

Kentucky is second only to North Carolina in total tobacco production and is the 
largest producer of burley tobacco. Cash vahie is excess of $700,000,000 a year. 

• This issue involves burley - type 31 tobacco. This is one of five types of tobacco 
that is grown in Kentucky. The other types are dark fired - types 22 and 23, and 
dark air cured - types 35 and 36. Burley tobacco accounts for 92% ofthe total 
tobacco producdon in KentucI^. 

• There are 26,642 tobacco crop polides in Kentucky for the 1997 crop year. This 
provides protection (liability) of $177,115,750 and covers 48% ofthe total crop. 
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• Loss Adjustment is currently ongoing to settle the remaining 1997 crop year claims 
for indemnity. The end ofthe insurance period was February 28, 1998, and the 
policy allows clauns to be submitted for sbcty days after the end ofthe this period. 
Early reports firom the companies indicate the new loss procedures are being well 
received by the insureds. 

SUMMARY; 

Strengthening the agricultural safety net is critical to our Nation's formers. To ensure that 
producers have the knowledge and tools they need to manage their risks, USDA has launched a 
risk management education initiative and made new products like revenue insurance widely 
available. Similar efforts are expected to continue and intensify in the fijture. 

CONTACT: 

Larry Whitford, Director, Jackson, Mississippi, Regional Service OfiBce, (601)-965-4771. 



RISK MANAGEMENT AGENCY 

STATE INSURANCE PROFILE 

KENTUCKY 
1997 CROP YEAR 

TOTAL POLICIES TOTAL INSURED ACHKS TOTAL PREMIUM TOTAL LMBTLITV 

39,122 1,069,109 14,932,125 273,911,014 

PT.RCENT QF CROPS INSURED 

Barley 17% Soybeans 31% 
Com 32% Tobacco 48''/o 
Grain Sorghum 6% Wheat 28% 

9 INSURABLE CROPS 
Barley Com Grain Sorghum 
Nursery Popcorn Peaches 
Soybeans Tobacco Wheat 

TYPES OF INSURANCE AVAOABLE 

Standard MPCI 
Group Risk Plan 
Crop Revenue Coverage 

N A M E S OF iNsin^ANCF. T O M P A N I F S OPF.RATTNC I N T H E STATE 

American Growers Insurance Company 
CNA/Continental Casualty Company 
Fireman's Fund Insurance Company 
Great American Insurance 
TTT Hartford 
IGF Insurance Company 
Keystate Crop Insurance Company 
Rain & Hail L.L. C 
Rural Community Insurance Services 

TOTAL NUMBER OF AGENTS 

210 
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R I S K MANAGEMENT AGENCY 

S T A T E INSURANCE PROFn.E 

KENTUCKY 
KENTUCKY ISSUES 

Growing Season(as of March 23rd) 
Kentucky experienced a very abnormal year with their 1997 burley tobacco crop. Adverse weather 
conditions resulted in tobacco with high moisture content that either receives a low grade and price or no 
grade at all. RMA has addressed this situation with Bulletin No: MGR-98-06 dated March 16, 1998, 
This provides a deviation in loss adjustment procedures for the 1997 crop year only and is currently being 
used to complete the 1997 claims for indemnity 

CONTACTS (ATTENDING THE FORUMS 

RMA 
Name: Larry Whitford, Director, Jackson Regional Service Office 
Phone: 601-965-4771 
Fax; 601-965-4517 

Insurance Company 
Name: Nelson Archer/American Agricultural Insurance 
Phone: 606-223-3608 



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 of the tobacco 
industry, but a disproportionate effect on small and minority tobacco quota owners and 
producers. Of the 338,000 individual tobaccos quotas nationwide, nearly 66 percMit are 
considered small fann opaations. Five percent of all quotas are owned by minorities, the 
majority of which run small and family-sized operations. If a setflement is reached, cigarette 
prices would increase sharply because of manufactiwer 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 full Senate before Memorial Day. 
A few modifications were made during the markup, but the thrust of the farmer portion of the 
Ford Bill remained intact. 

TAT.KTNG POINTS! 

As we imderstand the current compromise, the following are the main pomts included in the 
farmer portion of the McCain Bill: 
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Payments to Fanners for: 

» Burley, fire<ured, and dark air-cured tobaccos - (in Kentucky, more than 95 
percaat 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 
fiiture 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 6S7 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 fimd, including administrative costs, crop 
insurance, cooperative extension service costs, and any other costs, as calculated by the 
Secretary of Agriculture. 



Fanner 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 fbr 10 years will be 
made available to provide benefits for displaced workers program. The program is 
admimstered by the Secretary of Labor. 

Tobacco Community Economic Development Grants - Block grants to tobacco States 
wiU 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 ovmers. 

Total Costs of the Farmer Portion of the 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 
$506 billion. 

» An increase in cigarette prices of $ 1.10 per pack over five years was 
anticipated. However, in the markup of the Bill, more than half -65 cents per 
pack would become effective in 1999. 

* The 65 cent increase would result in a more abrupt drop in cigarette 
consumption and thus demand for U.S. grown leaf than originaUy anticipated. 

» Consumption would M 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 liabilities damages capped at $6.5 billion per year. 

» Marketing and advertising would be curtailed considerably. 

» Goals of reducing youth smoking of 15 percent in three years and 45 percent in 
10 years were established. 

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



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE; 

Assessment of the general state of the tobacco industiy. 

)RTANCE: 

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

RArKGROUND: 

Sales of tobacco products reached a record $50 billion in 1997. Although consumption of 
tobacco products have declined, exports of cigarettes reached a record high in 1996 before 
declining a little in 1997. In 1997, tobacco production totaled 1.7 billion pounds wiUi a value 
of over $3 billion, the highest production and crop receipts since 1992. 

Most tobacco is under a price support production contirol progiam that guarantees producers a 
minimum price in exchange for limiting production and works to stabilize supply and prices. 
In a referendum in late February, 97.5 percent of burley producers (the majority of tobacco 
grown in Kentucky) voted to continue tiie price support-production control program, as tiiey 
have for many years. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

ISSUE; 

The importance of the tobacco setflement, and the effect on small farmers. 

Q. How important is tobacco as an agricultural crop? 

A. In 1997, tobacco production totaled 1.7 billion pounds with a value of over $3 billion, 
the highest production and crop receipts since 1992. Sales of tobacco products reached a 
record $50 billion in 1997. 

Q. How important is tobacco to Kenmcky producers and the overall economy? 

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

In 1997, over 600 million pounds of burley tobacco was produced in the United States - 70 
percent in Kentucky. 

Q. How important is tobacco to small farmers? 

A. Tobacco is a high value crop that generates receipts of $4,000 to $5,000 per acre. Profits 
from 1 acre of tobacco are equivalent to between 15 and 20 acres of com or soybeans. 
On small farms in Kenmcky, with an average of 22 acres of harvested cropland in 1992, 
tobacco is vital to the economic survival of farmers, (source; 1992 Ag Census) 

Q. Who will be affected by a settlement? 

A. The tobacco setflement will have a wide-reaching impact on all segments of the tobacco 
industry, but a disproportionate effect on small and minority tobacco quota owners and 
producers. Of the 338,000 individual quotas, about 66 percent are considered small farm 
operations. Five percent of all quotas are owned by minorities, the majority of which are 
small producers. 

Q. Is anyone in Washington concemed about the impact a tobacco settlement could have 
on tobacco fanners and on the rural communities where tobacco is grown? 

A. The Administration supports the concept of compensation to quota owners, along with 
producers, and of course the rural communities. USDA's Farm Service Agency, is 
providing analysis and interpretation of various proposals that have been made, to ensure 
that tobacco farmers, and their rural communities, are included. 



Q. What Is the likelihood of Congress approving a settlement? 

A There appears to be considerable movement in the Senate. Senator McCain's bill was 
passed by the Senate Commerce Committee on April 1. They have not agreed on all the 
details, but the Senate is moving toward approval of a setflement. The House has not made 
as much progress. 

Q. When might the settlement legislation happen? 

A- I don't know how soon it may happen. I would like to see Congress approve a bill before 
the House and Senate adjourn for flie Fall campaigns. 

Q. Will you sign the national tobacco settlement legislation? 

A. I caimot commit to that without knowing the teims the bill will contaiiL I will not sign any 
bill that fails to provide for the economic losses which will be sustained by tobacco farmers 
and by the rural communities in which tobacco is grown. 



FARM AND FOREIGN AGRICULTURAL SERVICES 

Cr̂ p Insurance Statistics In Kentucky 

In Kenmcky, tiiere were 20,782 active burley tobacco policies in 1997. Based on 1996 data, 
75% of the policyholders reported 5 or less acres (less than $10,000 in liability and probably 
received less than $20,000 in average income). 

In Ohio, there were 1,189 active burley tobacco policies in 1997. Based on 1996, 85% of the 
policyholders reported 5.00 acres or less. 
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Secretary Glickman Visits Kentucky - April 3.1998 

Secretary Dan Glickman during his visit to Central Kentucky on Friday, April 3, 1998: 

met with 25 farmers at tiie Woodford County tobacco farm of P nĥ w o • u ^ » 
. attended a Farm Forum at Gentiy Tobacco ^ ^ o T e t L ^ x n'̂ t̂̂ ^̂ ^̂ ^̂^̂^ 

farmers, govermnem officials and agribusiness leaders. 

Farm Forum - April 3.1998 - Lexmgton, Kentucky 

Location 

Estimated Number 
of Producers 
Attending 

Major Players 
Farticipating in 
Fomm 

# 1 Issue 

Gentry Tobacco Warehouse 

600 to 700 

Governor Paul Patton 
Congressman Scotty Beasler (D., 6th District) 
Under Secretary Jill Long Thompson 
Deputy Under Secretary Dallas Smith 
Tom Freedman. White House Domestic Policy Advisor 
Billy Ray Smitii. Kentucky Commissioner of Agriculture 

Hampton Henton, Jr., USDA Farm Service Agency State 
Executive Director (KY) 
Tom Fern. USDA Rural Development State Director (KY) 
David Sawyer. USDA Natural Resources Conservation Service 
State Conservationist (KY) 

Tobacco - Inclusion ofthe farmer in any potential tobacco settiement 

"We are not here to save tobacco. We are here to save the family farm 
But you can't do one without tiie otiier in Kentucky." (Rod Kuegel 
tobacco farmer and President ofthe Burley Tobacco Growers ' 
Cooperative Association) 

Continued on next page 

April 6, 1998 (11:13am) 
Page 1 
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Secretary Glickman Visits Kentucky - AprU 3,1998 

Farm Forum - April 3,1998, Continued 

#1 Issue 
Continued 

Genera] Mood at 
the Forum 

Hottest Questions 

Pickmg up on the tiieme. Governor Patton urged tiiat when dealing with 
tobacco and other farm issues, "take into accoum the culmral vaTue r f 
small farms. Tobacco is tt,e reason we have so many family fanns, and 
so many Kentucbans enjoy tiie value of rural living." (The Courier 
Joumal, April 4,1998) Governor Patton annomiced at tiie Forum the 
creation ofa Commission on Family Farms to focus on implementation 
ot a federal tobacco settiement, 

Ue general mood of tiiose attending the Farm Forura was upbeat 
However, some tobacco farmers feel USDA focuses on grain farmers 
and forgets tiie small tobacco fanner. Farmers are concemed that "tiiey 
are setting on a fence (witti tiie pending tobacco settlement) and they do 
not know which direction they will fall". One farmer expressed 
frustration tiiat USDA does not provide crop insurance on "new" crops 
(crops not traditionally grown commercially m tiie area); however the 
push IS for tobacco farmers to diversify. 

TOBACCO: Will the administration support continuation of tiie 
federal supply management program for tobacco, with no costs 
to tiie tax payer (i.e. tobacco settlement)? 

HEMP: Why is tiie government not moving to help tiie U.S. 
hemp industiy (i.e, conflict between agriculttire and tiic anti-
marijuana issue)? 

$ TO CORPORATIONS: Why USDA gave $7.1 million 
dollars to one corporation? (Federal Empowerment Zone -
Clinton County: USDA giant to tiie city of Albany to expand 
tiieir water treattnent plant to allow Cagle, Inc. to build a 
275,000 square foot chicken processing plant.) 

Continued on next page 

April 6.1998 (11:13am) 
Page 2 
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Secretary Glickman Visits Kentucky - April 3.1998 

April 2 
Hottest Question: Will we be discriminated in tiie buyout, like 

before? 

April 6. 1998 (11:13am) 
' Page 3 
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Price-support program called crucial safety net 

o 
-7 
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Robert Richardson of VcrtalllcB, riflhl. inlfOduced U.S. Secretary ol Agrlcii l lurt^a^ GlJelSal^^^ 

Agriculture chief 
says president 
won't abandon 
tobacco farmers 
ByJOE WARD 
The CouricrJoumal 

LEXINGTON. Ky. - U.S. Secretary 
urAf^ricuIntre Dan QlicldnaTi told Farm-
ers ^nlhcred In a tobacco warehouse in 
Lexington yesterday that the redeial to­
bacco prn|;nim ti»s served as a «:«tciy 
ncl (ar the family Tarm — And that the 
slabilily il provides muisl l]C preserved. 

He pleilfTed (hal PrCiidcM ClinlOh 
will sign no lobncgo bitl lhai doesn'l 
proiect the rarwers. 

It was what the farmei? wanted to 
hc!»r, 

Al ihc wi\rcl>r)iiic fttrutn, aue»ded liy 
WO la 7(10 (annert and giwemmenl of­
ficials and employees, and durins an 
earlier vi<ill by Cliekman lo a Woodford 
Cnuuty lobacco farni. the main ihrusl 
of farmer cnmnientary w u ihc tame: 
Kentucky farmen need the tobacco 
price-siaoility program. 

"We're noi hani lo save tobacco." 
Pavless County farmer and Burley Co­
op president Rod Kuegel «»id at the fo­
rum. 

"We're hei« to j ive the family farm. 
What people need to realize is ttiat you 
can't do one without the other here in 
K«ntucky." 

Esrllef. as Glickman talked wiih 
farmers on a grassy slope on Robert 
and John Richardson's farm on Steele 

Road, Woodford 
County farmer ftusiy 
Thompson told bira 
the furor over tobac­
co in lhe Congress 
and the newt media 
ic ̂ -caring on tobacco 
farmers. 

"As lobacco (arm-
en, we're gelting 
Shot all to pieces ev­
eiy day," ThompGon 
said. 

"We've played by 
Ihe rules all of our 
lives, and so did my 
fiilKer and gnndfa-
ther," and coii't be­
lieve punishment is 
in order, he said. 

Glickman told tbe 
fanners that lhe aim 
ef tobacco legislation 
pending in Congress i« to reduce smok* 
ing amoog the nation's young people, 
which he said is a woitby goal. 

But he u id it also ts Important that 
the legislation protect the "lens of thou­
sands of farmers" who have been the 
bcnandaries of the federal lobacco pro-
grani — which he said has worked bet­
ter over several decadea than most oth­
er federal agriculture programs. 

"We need a solution that provides 

RichartMon and Glickman eiamined weather-
damaged leaf from last year's lobacco crap. 

Stability and Is fair to Ihe farmen and 
the Small cammunltics," he saM. 

Congrasa Is eonddaring > massive to­
bacco bill thKt would extract iial 
hundred billion dollars from the tobac­
co industnr, and in exchange provide 
Ihem wiln some irmilcd proleclian 
against lawsuits Irom ponies ellegiog 

See GLICKMAN 
Page 7, cnl. I , this section 
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Glickman reassures growers 
Continued from Page f 1 

they were injured by smoMnt, 
The legitUtlon hu been in (he 

works since last June, when tobacco 
companies and aiioriMyi general for 
40 states worked out a tantativa 
agreenent involving paymcni of 
S368 billion by the indiutry and 
curbs on advertising. 

Tobacco farmers have long lw-
lieved that any time Congress Coosld-
cTf any tobacco legislation, the fader-
al tobacco program that keeps their 
prices stable Is m jeopardy. The pro 
gram lone hu been • target of antl-
sraoldngfdrcts. 

The pending leeislatioo also holds 
the potential of oresiieally reducing 
the amount of tobacca coosumeo, 
wlUch coutd sariously-cul fann in­
come. 

Fanneis have had difficulty decid­
ing among tbemiehiej what they 
should seek from Congress. Some fa­
vor a buyout thai would rive farmers 
who have depended on (ne program 
enough money to move lo other 
craps. 

Others say tobacco will be growit 
ax long as It it l e^ , and they want 
to keep growing it. but th^ need the 
prognintodoiL 

th t program basically keeds piices 
up by luniimg supply through quotas-
Trie govemmant AIMS out each year 
how mudi tobacco the conpanies ex­
pect to buy and bow mueh ean be 
sold ovsrsaas, aod then divvies up 

the right to grow it among the farm­
en. 

That way. the rirmen don'l over-
prpduca and drive prices down. A 
price-support mechanism that in-
wlves government loans makes sure 
the farmeri get an acceptable price 
even when lhe companies buy less 
lhan they said they would. 

Kuegel and others — indudine 
U-S. Sen. Wendell Ford of Kentucky, 
who long has been tobacco's pre­
miere champion in Congress — say 
the pmgiam enables families lo e 
a living on much smaller farms man 
would otherwise support ihem. 

Picking up that iheme at yester­
day's fonim, KentucKy Gov, Paul Pai-

, loo urged that Glickman. when 
ing with tobacco and other farm is-
luos. "rake into account the cultural 
value of small farms." 

'Tobacco Is the reason we have so 
many family farms, and so many 
Kentuckians enjoy the value of rural 
Ihrtog." the govemor said. 

Glickman told reporters at a brief 
press Conference after the forum thai 
he Bssumes the President and leeisla-
iora who champion lobacco wiU ac­
cept nothing less than a continuation 
of the program for farmers who want 
to keep grawine tobacco, and a rea­
sonable price Tor those who want 
OIIL 

The pejHling legislation ^ ] do 
Just thaL buying quotas ftom (hose 
who want to opt out at JS a d 
everlOyctin. 



oauA KY ST FSA . . . USDA-FFAS 
@|004 

Lexington HerakJ-LeatJer 
Saturday, April 4. 1998 

Finding facts firsthand about family farms 

OHOTOS BY FRANK xf lDei lSaN/SrArT 

Agriculture Secretary Paul Glickman. wWi hand outstretched addressed abAnt 5«; Wi^^t^r^ ^ ^ . ^ 

U.S. agriculttire secretary 
visits farms, hosts forum 
By Kit Wagar 

^S. AgrTCulture Secretary Dan GliiJuiian 
cnme to Central Kentucky yesterday to take 
(lie pulsie (if Aniericin ajp-kiilture. and farm-
tis lot hiui know tluit Kentucky lives* nnd 
OiL-s by lobnceo price mipporta. 

-We at* not here to save tobacco.' said 
Owensboro tobacco grower Rod Kuê eL "We 
are licre to save the family Canji. But you 
Giii't do one without the other in Kentucky.* 

Kutiters comments set the tone for yes-
Icrdny's farm forum, the first of sevetl such 
niLfriiifis Glickman is holding acrotei tiie 
iiiumr}' to see firstlmtid how new federal 
fjimt polides are working. Sitting in n ware-
Iwiusc filled with the pungent aroma of cut 
mlnicco, officifllB cmild not have gotten nivay 
fnim Inbncco if Ihey hnd tried. 

KiicK»:l, who is presiticnt of the Burley 

7?^^" CoopcTTitive Associarion, 
tt-Ti "^^ f̂ '̂ raJ agriculture 

offidals that some fams in Kentucky have 
only S to 10 tillable acres. 

"It's tobacco that makes thera viable' 
Kuegel snH. 

Glickman said he understood the role 
tliat tobacco price supports had played in 
creatHig a nearly unique culture of small 
farms in Kentucky. He promised that tobacco 
farnw wouW not be left out of a national to­
bacco settlemenL 

The president has said thai a fair and 
resjsonable settlement fbr tobaccn fermert is 
a Lnchpin of any setttemenf Glickman said 

Bul he declined lo endorse a specific plan 
lo protect fonjjere, saying only that the pro-
posnl by Demoaatk Sen. Wendell Fotd of 

See 6UCKMAN, D2 
Gov. Paul Patton. left, listened to Glickman 
speak at the USDA forum yesterday. 
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GLICKMAN: 
covers tobacco, 
hemp, ostriches: 
From Page BI . | 

Kentucky was a positive step. The | 
administration, he said, wants to a » I 
a consensus ia Congress before fei- j 
doreing a spedfic plaiL i 

Ford has {Roposed a plan that; 
wi«Id allow farmers to sell their to-' 
tacco quota tu {he government for! 
W a pound, paitJ over 10 years •' 
Growers who lease quota could re-; 
ceive S4 a pound. Farmer; who; 
chose to continue growing tobacco ' 
*ouW still partidpate in a price-sup-' 
port systein. [ 

The farm fotwi. whkd> attracted • 
»^pal hundrtd growere from.' 
Across Kentucky, included questions. 
Hiat _ ran the gamut from ostrich : 
Arming to hemp growing. 

Glickman saitl he was trying to ; 
end the Agriculture Departeienfs ' 
traditional bias toward large opera- i 
tions by etophasizing research into > 
ways that'Small and medium-size i 
tanm can be competitive. 

He said he was uorxnned about; 
overconcentration in the beef pro-: 
cessing industry, where four firms • 
l«ve 80 percent ai the marJcet In I 
1380, that portion of the mBrJcet was '. 
shared by 12 fimis. He said e ' 
seeking tougher eniorcemeiK of an-'' 
titrust laws to stop nooopolistic' 
practices. 

He assured growers thai the con-' 
IiDVErsial proposed standards ^ or-
ganic foods wouki be changed. 
When the standards were issuol i i ^ ; 
comment, he said, ther genetated' 
some 15,000 nsponses, more than •! 
any otfao- issue in mod»n histotrj ! 

The proposed standards includ-' 
ed many practices that organic fapn-'. 
H5 considered heresy. At (4 billbn 'a '. 
year, the ocguiic /bods industry can' 
no bnger be consMcried a fringe 
businesg, be sakl 

One &nner asked why tbe gov-
cmmetit was not moving to help ttie 
U.S. henp indusliy. Hemp is lej^l in 
Cermany and Canada, wiuch is pro­
viding SSO million m assistance to 
get the hemp industry up and nm-
hing. x« 

That issue is to some extoit 
above my pay grade," Glickinah 
said, prompting laughter. Pie ad-
knowledged that farmers to oth^ 
states also had inquired about die 
po^'biJity at growing hernia Sf 
cousin of marijuana that bdte THC^ 
thr fnilrtTBrrff thut rnin( i iiny»Ma.Mi 
get high. 

He sakl the fulurc of heiiip ia 
lied up in anti-marijuana issws, lo 
the Agriculture Department las 
made DO dedskm on whether hemp 
pnmotioa would be a good i d ^ 

'All I tzn teD you K Keep the iri-
mtmatiaa flow coming," sakl * 

Eariier In the day, GlkAman vis­
ited the Woodford County tobacco 
hrm of Robert Richardson. He told 
ba l growers they need to make 
tneir vows heard. All of agriculturt 

ateughpolitical oituatkjn, he 
Mid, because ftimers make up only 
2 potent of the populatioiL . • 

UodtT new fann poikaea. whicfi. 
phased out most price supporlĵ  the 
ultimate safety net is export mar­
kets Ghckman said. The Agriculhre 
Department was trying to ensiit^ 
that &rm treiKt remained plentiful 
and that barriers to VS. farm eic-
ports wer* eliminated. Fjumjng. he 
said, is a growth industry liiecause 
the world's population la exploding 
and people everywhere want US. 
Isrm products. 

John Richardson, who raises caif-' 
lie and with hia brother grows 12a 
acre of tobacco, was unimpttssecL: • 

"It was about the same thing 
they say all the rim^" Rkdiatdsoh 
said 

•They talk more about grain 
fenners than tofaaoo farmers. It gets 
them off tbe subject of tobacco.* ^; 

Lexington Heraw-Loader 
Saturday, ApriM. 1998 



TOBACCO IN KENTUCKY 

ISSUE; 

The majority of burley tobacco producers in Kentucky favor continuation ofthe federal nrice 
support program, 

IMPORTANCE: 

fhe'lgfi'dR'."? .̂'' ^ r ^ " ^ '""l^^ ^ '̂""^^ 51 Billion in 1997. on 
the 696.485,163 pounds grown. Producers are happy with the federal price support program and 
are womed about the fiiture of the program. ' i'»ye'««n, ano 

TALKING POTNTS: 

• Tobacco sales account for nearly 30 percent ofthe total crop revenue for the state 
Nearly $4 billion is generated annually from the production and sale of tobacco. 

' T̂ o J . T Census listed more than 59.373 tobacco producing farms, with more than 
268,140 acres planted to tobacco. 

• Kentuclq^ tobacco farms average 4.5 acres planted to tobacco, far lower than many 
surrounding states. Alabama averages 23.9 acres of tobacco per farm and South CaroUna 
has an average of 25,5 acres per farm. 

• Ofthe 151,668 tobacco quotas and allotments in 1996, 134,424 were for burley tobacco. 

• In 1996. 167,695 owners were Hsted for burley quotas 
98.7 percent were listed as white 

1.2 percent as black 
. 1 percent as other 

66.7 percent male 
31.7 percent female 

1.6 percent corporate entity. 

BACKGROITNTI; 

!^ i? !7^^ i r r ? ' ' ? ' ' ^' ' '^ 2̂5.000 Kentucky farms 
Tarin! ol^f^f ^ ' ' " ' ^ 7 P ' " " ' ^ " ^ ""̂ '̂ ^ ^̂ ^̂  ^̂ Ŝ̂ t came from just 26 
percent of the farms. Increasingly, small quota holders have leased or rented their rights to large 
farms. Some very large quota holders, such as the horse farms near Uxington, also lease out 
their quotas. Up to a third of the tobacco grown in Kentucky is grown b y l . ; ^ e l S e s the 
quota owner. There ,s much support for the LEAF Act proposed by Senator Wendell Ford 



Kentucky 
Burley Tobacco Farms 

Estimate (1997 Burley Tobacco) 
Kentucky 

Burley Tobacco Farms Number 
of 

Farms 

Number 
of 

Pounds 

Pounds 
per 

Farm 
Grows ONLY Farm Quota 
(Does not lease in or out) 27.183 122,137,986 4.493 
Grows Farm Quota PLUS Leases in 
Pounds 24.340 196,015,410 8,053 
Grows ONLY Farm Quota 
(Quota Raised by Tenants) 19,761 105.046,575 5,316 
Grows Farm Quota PLUS Leases in 
Founds 
(Quota Raised by Tenants) 15,843 133.538.504 8,429 
Leases Away Entire Quota 57,544 139,746,688 2,429 

CONTACT; Vemer Grise, Tobacco and Peanuts Division (Office) 202-720-5291-
(Home) 703-354-1887 or Sue Austin, Chief Tobacco Division, State Office. (606) 224-



1997 Burley Quota - Kentucky 

KY Quota (Pounds) 
I Up to 50,000 Lbs 
150,001-100,000 Lbs 
100,001-500,000 Lbs 

1500,001 -1,500,000 
1,500,001 -5,000,000 Lbs 
5,000,001 -10,000,000 Lbs 
10,000,001 and over 
No Burley Quota 

Prepared by 
Farm Service Agency 

March 6,199B 

USDA 



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

Ky Fire Cured (Types 22-24) 
' ^ U p 10 20,000 ibs 

120,001 to 300,000 lbs 
1300,0001 to 1,000,000 Ibs 
11,000,001 to 5,000,000 ibs 

HOver 5,000,001 ibs 
No Fire-Cured 

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

USDA 

Prepared by 
Farm Service Agency 

l i 
c 



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

Ky Dark-Air Cured (Types 35-36) 
^ U p t o 5,000 ibs 

j 5,001 -50,000 Ibs 
150,001 -150,000 ibs 

H 150.001 -1,000,000 Ibs 

BOver 1,000,001 ibs 
ly/o Dark Air Cured 

Source: USDA FSA 
Countv File Upload 370 
Otiier Kinds of Tobacco 
1997 Farm Crop File 
Summarfzed by County 

USDA 
Prepared by 

Farm Service Aattnnv 



THE TOBACCO PROGRAM 

ISSUE: 

Most lobacco produced in the United States 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 POINTS; 

• Producers of 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 Febmary, 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 million pounds of buriey tobacco was produced in the United 
States - 70 percent in Kentucky, 

• Including sales from fire-cured and dark air-cured tobxco, 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 controversy surrounding the Federal program, tobaf:co-state congif:ssmen were 
able to obtain permanent legislation. However, numerous changes have been made to the 
program via amendments to Fann 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-nei-cost to taxpayers. This program is currently under additional criticism as the 
Congress acts on the tobacco settlement. 

SUMMARY; 

The Federal tobacco program is under permanent legislation, which has provided production 
and income stability for 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, FSA 202-720-5291- home 
703-354-1887 



FARM AND FOREIGN AGRICULTURAL SERVICES 

FARMER PORTION OF THE NA TIONAL TOBA CCO SETTLEMENT 

ISSUE: 

Outline the farmer portion of the National tobacco settlemeî t for the Secretary's visits to 
Kentucky and Florida. 

BACKGROUND: 

The proposed National tobacco settlement initially did not include tobacco quota ovmers and 
producers. However, in recent months Congressional and farm leadership groups have fashioned 
various proposals to include compensation for tobacco quota holders and producers. Although 
the Administration has not introduced a specific bill to address the tobacco farmer issue as part of 
any tobacco settlement, it Strongly supports the concept of compensation to quota owners, 
producers, and communities and is amenable to special programs for limited resource farmers. 

The tobacco settlement will have wide reaching impacts on all segments of the tobacco 
industry, but a disproportionate impact on small and minority tobacco quota owners and 
producers. Ofthe 338,000 individual quotas, about 66 percent would be considered small 
operations. Five percent of all quotas are owned by minorities, the majority of which are 
small. 

If a National tobacco settlement is reached, cigarette prices would increase sharply because of 
manufacturer payments or increased taxes. In tum, 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. 

TALKING POINTS: 

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, the Lugar Bill, and the Robb Bill. The Ford Bill 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 farm leadership has adopted the Ford Bill as a model and incorporated 
some provisions of the Robb Bill, especially for flue-cured tobacco. 



DEPARTMENT O F AGRICULTURE 
O F F I C E OF T H E S E C R E T A R Y 

WASHINOTON, D.C. a 0 2 B 0 

BRIEFING MEMORANDUM FOR THE SECRETARY 

THROUGH^ffipsf^cBiimacher, Jr -
Uhder,Sectietaiy for Farm and 

6̂reign Agricultural Services 

FROM: Keith KeUy 
Administrator 

SUBJECT! Update on the McCain Bill - National Tobacco Settlement 

PURPOSE OF BRIEFINC; 

To provide an update ofthe Senate Commerce Committee's markup ofthe McCain BUl (S. 1415). 

BACKGROUND; 

The Senate Commerce Committee approved S.1415 by a 19 to 1 vote and Senator McCain stated 
that he hoped the Bill would be before the full Senate before Memorial Day. A few modifications 
were made during the markup, but the thrust ofthe Bill remained intact. 

TALKING POINTS! 

Based on the best information avaUable, the foUowing portions ofthe McCain BUl have been 
modified or reaflSrmed: 

* Total Cost to Induatry/Cigarette Price Increase -

» Total cost to tobacco manufacturers over the 25 year period are projected to be $506 
bUlion. 

» An increase in cigarette prices of $ 1,10 per pack over five years was anticipated. 
However, in the markup ofthe BUl, more than half-65 cents per pack would become 
effective in 1999. 

» The 65 cent increase would result in a more abrupt drop in cigarette consumption and thus 
demand for U.S. grown leaf than originaUy anticipated. 

AN EQUAL OPPOHTUNtTY EMPtOVER 



BRIEFING MEMORANDUM FOR THE SECRETARY 2 

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

• Domestic Price Support Levels - Under certain conditions for crop years 1999 and 2000, 
the Secretary will have more flexibUity in setting the flue-cured tobacco price support level 
than under curreitt legislation. 

• Other Provisions of the McCain BUl -

» Civil UabiUties damages capped at $6.5 bUlion per year. 

» Marketing and advertising would be curtaUed considerably. 

» Goals of reducing youth smoking of 15 percent in three years and 45 percent in 10 years 
were established, 

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

• See the Briefing Memorandum entitied 'Tarmer Portion ofthe National Tobacco Settlement" 
for additional provisions affecting farmers. 



The provisions of the Ford Bill are incorporated as the farmer portion of the McCain Bill 
(S.1415), the bUl currently being considered as the vehicle for implementing the National tobacco 
settlement. Senate markup for the McCain BUl is scheduled for April 1 and 2. 

As we understand the current compromise, the foUowing are the main points included in the 
fanner portion of the McCain BiU: 

• Payments to Farmers for: 

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

o AU quota holders given 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. 

° 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, vnXh a lifetime limit of $4 per pound times the base quota. 

» Flue-cured tobacco -

° 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 ftiture crops. 

o Quota renters and tenants get (1) permits Umiting right to produce fiiture 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 Ufetime Umit of $4 per pound times the entire 
base quota. 

• Base Quota Years - Years upon which payments wiU be made are the average of 1996 
through 1998 crop years. 

» Burley - base quota 657 miUion pounds. 

» Flue-cured - base quota 885 miUion pounds. 

• Costs Incidental to the Tobacco Program - AU USDA costs associated with tobacco are 
paid out ofa tobacco growers trust fund, including administrative costs, crop insurance, 
cooperative extension service costs, and any other costs, as calculated by the Secretary. 



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

Benefits for Displaced Workers - Up to $25 mUUon 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 wiU 
be made annuaUy for rural business enterprise grants, farm ownership loans, initiatives which 
create farm and off-farm employment, expanding infrastmcture, long-term business technical 
assistance, supplemental agricultural activities, value-added agricultural initiatives, and 
compensation to auction warehouse owners. 

Total Costs - $28.5 billion total over 25 years, $2.1 biUion 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 fiinding is earmarked for auction warehouse 
owners for ten years. 



FOriD MAKliS MODIFICATIONS TO STRENGTHEN "I....OPOSAL TO BF- IN PACKAGE FOR SENAilf ;M»A(T£»tc.sQv/mcmbcr/kv/fofd/rel(»ses/l«ifinod.hti 

NEWS RELEASE 
WENDELL K FORD of KENTUCKY 

UNITED STA TES SENA TE 

173A Russell Senate OfHce Building 
Washington, D.C. 20510 

FOR IMMEDIATE RELEASE C o n t a c t : Mark L . Day 
March 27 , 1998 (202) 224-1156 

FORD MAKES MODIFICATIONS TO STRENGTHEN "LEAF ACT"; 
EXPECTS PROPOSAL TO BE IN PACKAGE FOR SENATE DEBATE 

WASHINGTON-- Bringing together buriey and flue-cured growers, U.S. Senator Wendell Ford (D-KY) 
today said he has made some modifications to his "LEAF Act" that wiU "soUdify and broaden the 
support" necessary to have Congress pass the proposal. 

With the Senate Commerce Committee set to begin marking-up ihe proposed tobacco settlement 
legislation next week. Ford said it was imperative to have the strongest broad-based farmer protection 
package ready for inclusion in the final biU. 

Ford noted that he fijUy expects the Committee to include his proposal in legislation that will be debated 
on the Senate floor in the coming weeks. 

"These modifications to the LEAF Act broaden and strengthen our support while still holding to the 
principles we've always fought for; maintaining the quota program, fair compensation for lost quota, and 
providing a safety net if the program is threatened or eliminated in the fiiture, all while remaining fiscally 
realistic," Ford said. 

The modified LEAF Act incorporates some changes in the flue-cured program as advocated by Senator 
Charles Robb (D-VA) and other flue-cured representatives, such as transferring quotas from inactive 
quota holders to actual producers. 

For burley growers, the LEAF Act would allow a quota holder to reUnquish their quota in exchange for 
$8/pound, payable over a period of ten years or less. Unlike a proposal by Senator Richard Lugar (R-IN), 
that quota could then be reciUocated to a farm owned by a quota lessee or tenant if they were the principal 
producer of the tobacco. 

Another modification would specificaUy earmark a portion of economic development funding for tobacco 
warehouse owners. 

"I've listened very hard over the last several weeks to growers and have tried to incorporate every 
constmctive idea, so long as it didn't mn into unrealistic fiinding requirements. We've worked day and 
night to try and protect our farmers and their communities, while producing a package that can win 
Congressional approval. I think this is that package, and I'm going to do all I can to see that it becomes 
law," Ford said. 

l o f2 3/31A)8 8:49/ 



FO!<D MAKES MODIRCATIONS TO STRENGTHEN "L...OPOSAL TO BE IN PACKAGE FOR SENAfflpiDEBA'Snntc.Bov/mcsmbcr/lcy/ford/relcflses/leafmod.hti 

In addition to Ford, Senators Ernest Hollings (D-SC) and BiU Frisi (R-TN), the other two tobacco-state 
members of the Senate Commerce Committee, are supporting the legislation. 

fr " 

BackJomv homepage. 

2 of 2 3/3W8 8:49 Al 
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Secret..y GUckman Vbla Kentucky • April 3. IMS 

Sccreta^ Dan GHckma. du,i.« his vi«. to CcaW Kentucky on Friday, April 3 1998-

fa»,ê  loverjrrciŜ /4Ss.:rsrd::" -"̂  •» 
Farm Forum - AprU 3.1998 - Lexington, Kentucky 

Location 

Estimated Number 
of Producers 
Attending 

Major Players 
Participating in 
Forum 

U 1 Issue 

Gentry Tobacco Warehouse 

600 to 700 

Governor Paul Patton 
Congressman Scotty Beasler (D., 6th District) 
Under Secretary Jill Long Thompson 
Deputy Under Secretary Dallas Smith 
Tom Freedman, White House Domestic Policy Advisor 
Billy Ray Smith. Kentucky Commissioner of Agriculture 

Hampton Henton, Jr., USDA Farm Service Agency State 
Executive Director (KY) 

Tom Fern. USDA Rural Development State Director (KY) 
David Sawyer, USDA Natural Resources Conservation Service 
State Conservationist (KY) 

Tobacco • Inclusion ofthe farmer in any potential tobacco sertlemenL 

"We are not here to save tobacco. We are here to save the family farm 
But you cant do one without tiie other in Kentucky." (RodKuegel 
tobacco farmer and President ofthe Burley Tobacco Growers ' 
Cooperative Association) 

Continued on next page 

April 6, 1998 (11:13am) 
Page 1 
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Secretary Glickman Visits Kentucky - AprU 3,1998 

Farm Fonim - April 3,1998, Continued 

#1 Issue 
Continued 

General Mood at 
the Forum 

Hottest Questions 

Pickmg up on the titeme. Governor Patton urged tiiat when dealing with 
tobacco and other farm issues, "take into account the culmral vTue 7 
small farms. Tobacco is ttie reason we have so many family fanns. and 
so many Kentuckians enjoy the value of rural living." (The Courier 
Joumal, April 4.1998) Governor Patton announced at tiie Forum the 
creation ofa Commission on Family Farms to focus on implementation 
ot a federal tobacco settiement, 

The general mood of tiiose attending the Farm Forum was upbeat 
However, some tobacco farmers feel USDA focuses on grain farmers 
and forgets tiie small tobacco fanner. Farmers are concemed that "tiiey 
are setting on a fence (witti ttie pending tobacco settlement) and they do 
not know which direction they will fall". One farmer expressed 
fnistration tiiat USDA does not provide crop insurance on "new" crops 
(crops not traditionally grown commercially in tiie area); however the 
push is for tobacco farmers to diversify. 

TOBACCO: Will tfie administration support continuation of tiie 
federal supply management program for tobacco, with no costs 
to ttie tax payer (i.e. tobacco settlement)? 

HEMP: Why is tiie government not moving to help tiie U.S. 
hemp industry (i.e, conflict between agriculttire and ttie anti-
marijuana issue)? 

$ TO CORPORATIONS: Why USDA gave $7.1 million 
dollars to one corporation? (Federal Empowerment Zone -
Clinton County: USDA grant to ttie city of Albany to expand 
ttieir water treattnent plant to allow Cagle, Inc. to build a 
275,000 square foot chicken processing plant.) 

Continued on next page 

April 6. 1998 (11:13am) 
Page 2 
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Secretary Glickman Visits Kentucky - April 3,1998 

Mcedne w?th 2''"'' ^""''^ ^"^^ witii 7 African American 
AfH.-.^ • ^'"^ government officials in Brandenburg Kenrc^onTnHi o 
African^Amcncaa concerning tiie pending tobacco settlementTeĝ f̂a'tî r " 

April 2 
Hottest Question: Will we be discriminated in tiie buyout, like 

beforc? 

April 6.1998 (11:13am) 
' Page 3 
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r"nf'^"'^''^'^ program called crucial safety net 
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Agriculture chief 
says president 
won't abandon 
tobacco farmers 
By JOE WARD 
The CouricrJoumal 

LEXINGTON. Ky. - U.S. Secretaiy 
of Agriculture Dan Glickman told farm­
ers ̂ nlhcml In a tabacco warehouse In 
Lexinglott ycalerday thai lhe federal to-
haccr* prn|;nim hat serv«d as a «:«reiy 
ncl far lhe family farm — And Ihol Ihe 
stabilily l| nrnvidcs [mini be preserved. 

He pleJfred lhai Presidenc Clinion 
will ilgn no labncco bill ihzi tloesn'l 
proiccr the rnririers. 

It was what the fanners wanted to 
hcsr, 

Al ihc wnrdtootc fortim, .-titendetl l>y 
WO la 7(10 tannert and sovemmeni el-
ficUll and employees, and durins an 
earlier vixil hy GJickman lo a WoodTord 
Cnuuty lobacco tarm. the main ihrusi 
of farmer enmnientary was the same-
Kcniuekv farmers need the tobaeeo 
pricc-iiabllity progiBm. 

"We're noi here la lave lobBcco," 
Daviess Counly farpicr and Burley Co­
op prestdcfU Rod Kuefiel said at the fo-
nlnu 

"We're htre lo iave the family farm. 
What people Pjctd to realize is (tiat you 
cao'i do one wiihoui Ihe olher here in 
Kentucky . " 

Earlier, as Glickman lalked wiih 
farmers on a graasy slope on Robert 
and John RIchardxDA'a farm on Steele 

Road. Woodford 
County farmer Ruaty 
Thompson told bun 
the furor over tobac­
co in Ihc Congress 
and lhe newt media 
is ̂ -caring on tobacco 
farmers. 

"As lOtMCco farm-
trt. we're gciiing 
Shot all to pieces ev­
ery day," Thumpsgn 
said. 

-We've played by 
the rules all of our 
lives, and so did my 
f.->lher and siandfa-
ther," and don't be­
lieve punishment is 
in order, he caid. 

Glickman told tbe 
fanners that Ihe aim 
ef tobacco leelslalion 
pending in Cangrcss ta to Muce smok-
in« among the nation's youne people, 
which he said Is a wortl^ goal. 

But he u ld it also b Impoilant that 
the legislation protect the "tens of thou­
sands of farmers" who have been lhe 
bcnandaries of the fedenl tobacco pro­
gram — which he said has worked bet­
ter over several decades than most oth­
er federal agriculture progranu. 

"We need a solution that provides 

Richardson and Glickman emmined wealher-
ddfnaQftd leaf tram last year's lirtwcro crop. 

stability and Is fair to the farmers and 
the small cotnmunlliGS," he saM. 

Congrast It eonsldaring a massive to­
bacco bill that would extract several 
hundred billion dollan from the tobac­
co industnr, and in exchange provide 
Ihem wiln some limilcd proiection 
against lawsuits from paales alleging 

See GLICKMAN 
Page 7, cnl. I, this section 
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Glickman reassures growers 
Continued from Page FI 

Ihcy ware Iqiurtd by nnaUnt. 
The Itfiisutlon has been in Ihe 

works ilnce last Juite, when totiacco 
companies and aiionteyi general for 
40 states worked out a taniativa 
agreencnt Involving paymcni of 
S368 billion by the Industiy and 
curbs on advctllslng. 

Tobacco farmen have long IK-
Iteved that any time Congraw caosld-
na aay tobacco legiilation, lhe fade^ 
al tobacco program that Keeps their 
prices stable is in jeopartfy. 'PM pn> 
grain long has been a larsel of antl-
snoldtigtbrcts, 

The pending leeislatioo also holds 
the potential of (TrBsiically reducing 
the amoum of tobacco conaainea, 
v^kh could seriousiycui fann in-
cofne. 

Fanneia have had difficulty decid­
ing among themsehiei what they 
thoukl seek from Coogress. Some fa­
vor a buyout that would rive farmers 
who have depended on tne progra î 
enough nooey to move to other 
crops. 

Others aay lobacoo will be grown' 
as long as It Is te^, and they want 
to keep growing it. but t h^ need the 
prograin to do iL 

The program basically keMs prices 
up by lunrtmg svpply ihrougn quotas. 
T ê govemmant Anids out each year 
how much tobacco (he conpanies a.-
peet to buy and how mueh ean be 
sold oversaaj, mad then divvies up 

lhe right to grow It among the farm­
en. 

That way, the farmen don'l over­
produce and drhre prices down. A 
price-support mechanism that in­
volves government loans makes sure 
the fafmera get an acceptable price 
even when lhe companies buy less 
lhan they said they would. 

Kuegel aitd others — including 
U-S, Sen. Wendell Ford of Kentuckŷ  
who long hu been tobacco's pre­
miere chanpiOD in Congress — uy 
Ihe program enabhs families lo make 
a living on much smaller farms lhan 
would otherwise support Ihem. 

Picking up that theme at yei 
tlay*! rorum, Kentucky Gov. Paul Pat-

. ton uTfed that Glickman. when 
ing with tobaeco and other farm is­
sues, "raka Into aeeouni the cultural 
value of tmaO farms." 

'.Tobacco Is the reason we have so 
many family farms, and so many 
Kentuckians enjoy the value of rural 
ihrtog," the governor said. 

Ghckfflan told reporters at a brief 
press Conference after the forum thai 
he assumes ihe Picsideni and legisla-
lon who champion tobacco wlU ac­
cept nothing less than a continuaiion 
ol the program for farmers who want 
to keep growing tobacco, and a rea­
sonable price for those who want 
oin. 

The pending legislation would do 
Just thaL buying quotas from (hose 
who wont to opt oui at $8 a 1 
over 10 yean. 
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Finding facts firsthand about family farms 

Agriculture Secretary Paul Glickman, with hand outstrelchetl adtJresaed aboi.r 9«; W ^ A , n . . . . 

U.S. agriculture secretary 
visits farms, hosts forum 
8y Kit Wagar 

Lf-S. Agriculttire Setsitary Dan Glidcman 
cnme to Centml Kentucky yesterday to take 
lill! pulse of Aniericnn aijrieultiire, and farm-
tis let hull know tliat Kentucky lives niicl 
tilts by lubnccu price supports. 

"We ate not here to save tobacca.' «id 
(Uveusboro tobacco grower Rod Kue^ "We 
arc l»cre to save the family (arm. But you 
ain't do one without the other in Kentucky." 

Kut(ters comments set the tone for yes-
Icrdny's farm furum, the first of seveil such 
mociiiij^ Glickman is holding acrovs the 
iiiuiiiri' la eee firstliaiid how new fctjerHl 
fiirm policies are working. Silting in a. wore-
li'iusc filled with the pungcni aroma of ojt 
iiiliiicco, officialH could not have gotten .iway 
fnmi Idbncw) if ihey h.Td tried. 

KUCEKI, who i* president ot the Burley 

J?^*? CrawcTS Cooperative Associarion, 
io\d G ickirwn and other federal agricwlture 
officials that some farms in Kentucky have 
ordy S to ID tillable acrw. 

-It's tobacco that makes there viable" 
Kuegel snid. 

Clickman said he understood the role 
that tobacco price supporrs had played in 
creating a nearly unique culture of small 
fanns in Kentucky. He promiscri that tobacco 
fannets wouW not be left out of a national to­
bacco settlemenL 

•The president has said Ihnl a fair and 
reasonable settlement for tobacco formers i$ 
a hnchpin of any setOemem." Glickman said. 

Out he declined lo eodoite a spedfic plan 
to proiect tanrnrs, saying only that the pro-
posnl by Democratic Sen. Wendell Fottl of 

See GUCKIVUN, B2 speak at the USDA forum yesterday. 
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GUCKMAN: Talk 
covers tobacco, 
hemp, ostriches | 
From Page B I . i 

Kentucky was a positive step. The j 
adminisiration, he caid. wants to aee I 
a oonsensus in Congress before &i- j 
doistng B spedfic plm. .• > 

Ford has f̂ oposed a plan that' 
WDuhl allow farmer? to sell their to-1 
tecco quota tu the govemment fbr I 
So a pound, paid over 10 year*. I 
Growcre who lease quota could rr-; 
ceive S4 a pound. Farmei; who; 
chose to oontinue growing totiacco ' 
wouM still partidpate in a price-sup-' 
pxt system. ; 

The farm forviii, whid> attractvd • 
several hundred giuwen from I 
across Kentucky, Included qucstioris • 
that _ ran the gamut (rorn ostrich : 
farming to hemp growing. 

Glickman said he was trying to; 
end the Agnculture Deparfanent's' 
traditional bias toward larje opoa- i 
tk»s by emphasizing resarch into ' 
ways lhat'Sirall and medium-siu I 
^rms can be competidve. 

He said he was commed about'. 
oveirooeentration in the beef pro-; 
cessing industry, where four (itms -
have 60 percent of the market. In i 
138̂  that portion of the mBilcet was I 
shared by 12 firms. He said he is j 
seekins tougher enfarcenient Of an- ' 
titrust laws to stop monopolistic ' 
practKes. 

He asuied growers thai the con-' 
hovcrsial propoied starxlards for or­
gamc foods wookt be changecL. 
Whoi the standards were issued fi^; 
comment, he said, they genetated ' 
some 15,000 responses, more than \ 
any otha- issue in modan histotyj '. 

The proposed standards includ-' 
ed many psactioes that organV: '. 
TS considered heresy. At $4 bmbn 'a : 
year, the organic foods Industry can' 
DO kaiger be considGred a fringe 
business, be said /'. 

One farmer asked why tbe gov-
onmept was not moving to help the 
U.S. hemp Indu^. Hemp is lej^j m 
Cennany and Canada, which is prp-
vkiiog $50 miillon in assistance tio 
get the hemp mdustry up and nm-
ning. 

That issue b to some extott 
«bpv« my pay grade," GiKkmah 
said, prompdng laughter. He ae-
knowledgcd that liarmas m oth^ 
states aka had inquired about tii 
po^"biKty of mowing hem;̂  • Sf 
ootain of marijuana that lacks TKC 
lhe aufaatonca that wiat9m(ii4ianJI0 get high. 

He saki Ihc fulurc ot hemp is 
tied up in nnd-marijuana isautt, BO 
the Agriculture Ciepartment has 
made DO dociskxi on wheOier hemp 
promotion would be a giMd idea. 

"AJI I on ten you is Keep the (li-
tormatioa flow coming,' ite said. ' 

Lajtington Heraw-Leader 
Saturday, ApriM. 1998 

. ^Earlier in the day, Glkfcman vis­
ited the Woodford County tobacdj 
jarm of Robert Richardaoa He lold. 
ba l growers they need to make 
their vwces heard. All of agriculture 
faces a tough^wlitical aituatwn, he 
Mid, betause femws make up only 
2 potent of the population . • 

Under new farm poikaea. which, 
phased out most price support̂  tt« 
ultimate safety net is export mar­
kets, Glkfcman said. The Agricuihav̂  
Department was trying to m i m 
that fann oedit remained plentiful 
and that barriers to U.S. farm ex­
ports Were eliminaied. Farming, he 
said, is a growth industry liiecauce 
the world's population Is expkxiing 
and people everywhere want US. 
farm products. . 

John Richardson, who raises a.i' 
Ite and with hia brnther grows 12a 
aeitt of tobacco, was unimpressed;: -

"It was about the same thing 
they say all the rime," Richaidsoh 
said. 

"They talk mote about grain 
fenners than tohaiXD tutam. It g i ^ 
them off tbe subject of tDbacco.* 



TOBACCO IN KENTVCKY 

ISSUE; 

The majority of burley tobacco producers in Kentucky favor continuation ofthe fetJeral price 
support program. 

IMPORTANrE: 

fh^/Ifq.'^s'.'^,'' 5 " ^ ^ '•"̂ """"̂  °f'""^^ SI Billion in 1997. on 
the 696.485,163 pounds grown. Producers are happy with the federal price support program and 
are womed about the future of the program. î  y îain, ana 

TALKING POTNTS: 

• Tobacco sales account for nearly 30 percent ofthe total crop revenue for the state 
Nearly S4 billion is generated annually from the prx)duction and sale of tobacco. 

' Census listed more than 59.373 tobacco producing farms, with more than 
268,140 acres planted to tobacco. 

• Kentucky tobacco farms average 4.5 acres planted to tobacco, far lower than many 
surrounding states. Alabama averages 23.9 acres of tobacco per farm and South Carolina 
has an average of 25.5 acres per fenn. 

• Ofthe 151,668 tobacco quotas and allotments in 1996. 134,424 were for burley tobacco. 

• In 1996, 167,695 owners were listed for burley quotas 
98.7 percent were Usted as white 

1.2 percent as black 
. 1 percent as other 

66.7 percent male 
31,7 percent female 

1.6 percent corporate entity. 

BACKGROITNTI; 

Kentucky's burley tobacco business. Last year 125.000 Kentucky farms 
sold 474 nuHion pounds of buriey tobacco, but 70 percent ofthe total weight came from just 26 
percent of the farms. Increasingly, small quota holders have leased or rented their rights to large 
farms. Some very large quota holders, such as the horse farms near Uxington, also Tease out 
their quotas. Up to a third ofthe tobacco grown in Kentucky is grown by someone besides the 
quota owner. There is much support for the LEAF Act proposed by Senator Wendell Ford 



Kentucky 
Burley Tobacco Farms 

Estimate (1997 Burley Tobacco) 
Kentucky 

Burley Tobacco Farms Number 
of 

Farms 

Number 
of 

Pounds 

Pounds 
per 

Farm 
Grows ONLY Farm Quota 
(Does not lease in or out) 27,183 122,137,986 4.493 
Grows Farm Quota PLUS Leases in 
Pounds 24,340 196,015,410 8,053 
Grows ONLY Farm Quota 
(Quota Raised hy Tenants) 19,761 105,046.575 5,316 
Grows Farm Quota PLUS Leases in 
Pounds 
(Quota Raised by Tenants) 15,843 133.538.504 8,429 
Leases Away Entire Quota 57,544 139,746,688 2,429 

CONTACT; Vemer Grise, Tobacco and Peanuts Division (Office) 202-720-5291-
(Home) 703-354-1887 or Sue Austin. Chief Tobacco nivJcJnn <5t,t*. nffl^« n 
7601. 

Austin, Chief Tobacco Division, State Office, (606) 224-



1997 Burley Quota - Kentucky 

KY Quota (Pounds) 
Up to 50,000 Lbs 
50,001-100,000 Lbs 
100,001 - 500,000 Lbs 
500,001 -1,500,000 
1,500,001-5,000,000 Lbs 
5,000,001 -10,000,000 Lbs 
10,000,001 and over 
I No Burley Quota 

Prepared by 
Farm Service Agency 

March 6,199B 

USDA 



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

Ky Fire Cured (Types 22-24) 
^ U p to 20,000 ibs 

120,00110 300,000 Ibs 
1300,0001 to 1,000,000 Ibs 
11,000,001 to 5,000,000 ibs 

HOver 5,000,001 Ibs 
No Fire-Cured 

Source: USDA FSA 
County File Upfoad 370 
Otiier Kinds of Tobacco 
1997 Farm Crop Flie 
Summarfzed by County 

USDA 

Prepared by 
Farm Service Agency 



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

Ky Daric-AIr Cured (Types 35-36} 
' ^ Up to 5,000 ibs 

] 5,001 -50,000 Ibs 
150,001 -150,000 Ibs 
i 150,001 -1,000,000 Ibs 

BOver 1,000,001 ibs 
No DarIc Air Cured 

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

USDA 
Prepared by 

Farm Service Aaencv 

o 



THE TOBACCO PROGRAM 

ISSUE; 

Most tobacco produced in the United States 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 POlNTSi 

• Producers of 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 Febrriary, 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 million 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 ofthe controversy surrounding the Federal program, tobacco-state congressmen were 
able to obtain permanent legislation. However, numerous changes have been made to the 
program via amendments to Farm Bills or other legislation. The most notable is the No-Net-
Cost Tobacco Program Act of 1982, which requires die tobacco price support program to 
operate at no-net-cost to taxpayers. This program is currently under additional criticism as the 
Congress acts on the tobacco setdement. 

SUMMARY; 

The Federal tobacco program is under permanent legislation, which has provided production 
and income stability for 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, FSA 202-720-5291- home 
703-354-1887 



FARM AND FOREIGN AGRICULTURAL SERVICES 

FARMER PORTION OF THE NA TIONAL TOBA CCO SETTLEMENT 

ISSUE: 

Outline the farmer portion of the National tobacco setdemeî t for the Secretary's -visits to 
Kentucky and Florida. 

BACKGROUNP; 

The proposed National tobacco settlement initially did not include tobacco quota owners and 
producers. However, in recent months Congressional and farm leadership groups have fashioned 
various proposals to include compensation for tobacco quota holders and producers. Although 
the Administration has not introduced a specific bill to address the tobacco farmer issue as part of 
any tobacco settlement, it strongly supports the concept of compensation to quota owners, 
producers, and communities and is amenable to special programs for limited resource farmers. 

The tobacco settlement will have wide reaching impacts on all segments of the tobacco 
industry, but a disproportionate impact on small and minority tobacco quota owners and 
producers. Of the 338,000 individual quotas, about 66 percent would be considered small 
operations. Five percent of all quotas are owned by minorities, the majority of which are 
small. 

If a National tobacco settlement is reached, cigarette prices would increase sharply because of 
manufacturer payments or increased taxes. In tum, 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. 

TALKING POINTS: 

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, the Lugar Bill, and the Robb Bill. The Ford Bill would continue the 
current program vsdth 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 farm leadership has adopted the Ford Bill as a model and incorporated 
some provisions of the Robb Bill, especially for flue-cured tobacco. 



DEPARTMENT O F AGRICULTURE 
OFFICE OF THE SECRETARV 

VVA9HINQTON, D.C. a 0 2 B 0 

BRIEFING MEMORANDUM FOR THE SECRETARY 

THROUGH0ffi|nsf'ScEumac^ Jr. 
_ynderSecretaiy for Farm and 

T6rdgn Agricultural Services 

FROM: KeitliKeUy 
Administrator 

SUBJECT: Update on the McCain Bill - National Tobacco Settlement 

PURPOSE OF BRIEFING; 

To provide an update ofthe Senate Commerce Committee's maricup ofthe McCain Bill (S. 1415). 

BACKGROUND; 

The Senate Commerce Committee approved S.1415 by a 19 to 1 vote and Senator McCain stated 
that he hoped the Bill would be before the full Senate before Memorial Day. A few modifications 
were made during the markup, but the thrust ofthe Bill remained intact. 

TALKING POINTS; 

Based on the best information available, the foUowing portions of tiie McCain BUl have been 
modified or reafiSnned: 

• Total Cost to Industry/Cigarette Price Increase -

» Total cost to tobacco manufacturers over the 25 year period are projected to be $506 
billion. 

» An mcrease in cigarette prices of $ 1.10 per pack over five years was anticipated. 
However, in tiie markup of tiie Bill, more tiian half-65 cents per pack would become 
effective in 1999. 

» The 65 cent increase would result in a more abrupt drop in cigarette consumption and tiius 
demand for U. S. grown leaf than originally anticipated. 

AN EQUAL OPPORTUNITY EMPLOYER 



BRIEFING MEMORANDUM FOR THE SECRETARY 2 

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

• Domestic Price Support Levels - Under certain conditions for crop years 1999 and 2000, 
the Secretary will have more flexibility in setting tiie flue-cured tobacco price support level 
than under current legislation. 

• Other Frovisions of the McCain Bill -

» Civil liabilities damages capped at $6.5 billion per year. 

» Marketing and advertising would be curtailed considerably. 

» Goals of reducing youtii smoking of 15 percent in three years and 45 percent in 10 years 
were established, 

» The Food and Drug Administi-ation would be given broad latitude in regulating tobacco 
products. 

• See tiie Briefing Memorandum entitied "Farmer Portion ofthe National Tobacco Settlement" 
for additional provisions affecting farmers. 



The provisions of the Ford Bill are incorporated as the fanner portion ofthe McCain Bill 
(S.1415), the bill currently being considered as the vehicle for implementing the National tobacco 
settlement. Senate markup for the McCain Bill is scheduled for April 1 and 2. 

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

• Payments to Farmers for; 

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

o All quota holders given 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. 

» Fiue-cured tobacco -

o 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 made are the average of 1996 
through 1998 crop years. 

» Burley - base quota 657 inillion 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 tmst fund, including administrative costs, crop insurance, 
cooperative extension service costs, and any other costs, as calculated by the Secretary. 



Farmer Opportunity Grants - Quota holders and active tobacco producers and their 
families are eligible for higher education grants of up to 51,700 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 

Beneflts for Displaced Woricers - 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 mral business enterprise grants, farm ownership loans, initiatives which 
create farm and ofF-farm employment, expanding infrastmcture, long-term business technical 
assistance, supplemental agricultural activities, value-added agricultural initiatives, and 
compensation to auction warehouse owners. 

Total Costs - $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 fiinding is earmarked for auction warehouse 
owners for ten years. 
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NEWS RELEASE 
WENDELL K FORD of KENTUCKY 

UNITED STA TES SENA TE 

173A Russell Senate OfHce Building 
Washington, D.C. 20510 

FOR IMMEDIATE RELEASE C o n t a c t : Mark L . Day 
March 2 7 , 1998 (202) 224-1156 

FORD MAKES MODIFICATIONS TO STRENGTHEN "LEAF ACT"; 
EXPECTS PROPOSAL TO BE IN PACKAGE FOR SENATE DEBATE 

WASHINGTON-- Bringing Together burley and flue-cured growers, U.S. Senator Wendell Ford (D-KY) 
today said he has made some modifications to his "LEAF Act" that will "solidify and broaden the 
support" necessary to have Congress pass the proposal. 

With the Senate Commerce Committee set to begin marking-up ihe proposed tobacco settlement 
legislation next week, Ford said it was imperative to have the strongest broad-based farmer protection 
package ready for inclusion in the final bill. 

Ford noted that he fiiUy expects the Committee to include his proposal in legislation that will be debated 
on the Senate floor in the coining weeks. 

"These modifications to the LEAF Act broaden and strengthen our support while still holding to the 
principles we've always fought for; maintaining the quota program, fair compensation for lost quota, and 
providing a safety net if the program is threatened or eliminated in the fiiture, all while remaining fiscally 
realistic," Ford said. 

The modified LEAF Act incorporates some changes in the flue-cured program as advocated by Senator 
Charles Robb (D-VA) and other flue-cured representatives, such as transferring quotas from inactive 
quota holders to actual producers. 

For burley growers, the LEAF Act would allow a quota holder to relinquish their quota in exchange for 
$8/pound, payable over a period of ten years or less. Unlike a proposal by Senator Richard Lugar (R-IN), 
that quota could then be reallocated to a farm owned by a quota lessee or tenant if they were the principal 
producer of the tobacco. 

Another modification would specifically earmark a portion of economic development funding for tobacco 
warehouse owners. 

"I've listened very hard over the last several weeks to growers and have tried to incorporate every 
constmctive idea, so long as it didn't mn into unrealistic fimding requirements. We've worked day and 
night to try and protect our farmers and their communities, while producing a package that can win 
Congressional approval. I think this is that package, and I'm going to do all I can to see that it becomes 
law," Ford said. 

I of 2 3/3L^8 8:49A 



FORD MAKES MODIFICATIONS TO STRENGTHEN "L„.OPOSAL TO BE IN PACKAGE FOR SENi4iB ;̂DEBA'̂ atc.Bov/mciT,ber/lcy/ford/relciiscs/lcafnicK 

In addition to Ford, Senators Ernest Hollings (D-SC) and Bill Frist (R-TN), the other two tobacco-state 
members ofthe Senate Commerce Committee, are supporting the legislation. 

una 
[Back to mv homepage, 

Sof^ 3/31/98 8:49 AJ 
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Secretary G l j c k m a n V i ^ ^ 3̂  j^^g 

Secretary Dan Glickman during his visit to Central Kentucky 
on Friday, April 3, 1998; 

Farm Forom - April 3,1998 - Leiington, Keatnclo. 

Location 

Estimated Number 
of Producers 
Attending 

Major Players 
Participating in 
Fonim 

# 1 Issue 

Gentry Tobacco Warehouse 

600 to 700 

Governor Paul Patton 
Congressman Scotty Beasler (D., 6th District) 
Under Secretary Jill Long Thompson 
Deputy Under Secretary Dallas Smith 
Tom Freedman. White House Domestic Policy Advisor 
Billy Ray Smitii. Kentucky Commissioner of Agriculture 

Hampton Henton. Jr., USDA Farm Service Agency State 
Executive Director (KY) 

Tom Fern, USDA Rural Development State Director (KY) 
David Sawyer, USDA Natural Resources Conservation Service 
atate Conservationist (KY) 

Tobacco - Inclusion ofthe farmer in any potential tobacco settiement 

"We are not here to save tobacco. We are here to save tiie family farm 
But you cant do one without the otiier in Kentucky." (Rod Kuegel ' 
tobacco farmer and President of the Burley Tobacco Growers ' 
Cooperative Association) 

Continued on next page 

April 6, 3998 (11:13am) 
Page 1 
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Secretary Glickman Visits Kentucky - April 3,1998 

Farm Forum - April 3,1998, Continued 

#1 Issue 
Continued 

Genera] Mood at 
the Forum 

Hottest Questions 

Picking up on the theme, Governor Patton urged that when dealing with 
tobacco and other farm issues, "take into account the cultural value of 
small farms. Tobacco is the reason we have so many family farms and 
so many Kentuckians enjoy the value of rural living." (The Courier-
Journal, April 4,1998) Govemor Patton announced at the Fomm the 
creation of a Commission on Family Farms to focus on implementation 
ot a federal tobacco settlement, 

The general mood of tiiose attending the Farm Forum was upbeat 
However, some tobacco farmers feel USDA focuses on grain farmers 
and forgets the small tobacco farmer. Fanners are concerned that "tiiey 
are setting on a fence (with the pending lobacco settlement) and they do 
not know which direction they will fall". One farmer expressed 
fmstration tiiat USDA does not provide crop insurance on "new" crops 
(crops not traditionally grown commercially in the area); however, the 
push is for tobacco farmers to diversify. 

TOBACCO: Will the administration support continuation ofthe 
federal supply management program for tobacco, with no costs 
to tiie tax payer (i.e. tobacco settlement)? 

HEMP: Why is the government not moving to help the U.S. 
hemp industry (i.e, conflict between agriculture and the anti-
marijuana issue)? 

$ TO CORPORATIONS: Why USDA gave $7.1 million 
dollars to one corporation? (Federal Empowerment Zone -
Clinton County: USDA grant to tiie city of Albany to expand 
their water treatment plant to allow Cagle, Inc. to build a 
275,000 square foot chicken processing plant.) 

Continued on next page 

April 6.1998 (ll:13ani) 
Page 2 
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Secretary Glickman Visits Kentucky - April 3,1998 

April 2 
Hottest Question: Will we be discriminated in tiie buyout like 

before? 

April 6.1998 (11:13am) 
Page 3 
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Price-support program called crucial safety net 
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Agriculture chief 
says president 
won't abandon 
tobacco farmers 
DyJOEW/tRD 
The Couricr.JoumEil 

LEXINGTON, Ky. - U.S, Secretary 
or Agriculture D.in Dlickman told farm­
ers {(nlhcred in B tobacco warehouse in 
Lexingl.an yejlerilay ihtBt the rederal 
hacer> prnfirnm lias served a$ « .ssteiy 
ncl for llie family farm — ,lnJ thai the 
slabilily il nrovidcs must be preserved. 

He pledged thai President Clinton 
will sign no labncco bill ihzi doesn't 
l>rr)iect the rnrmers. 

It was what Ihe farmer? wanted to 
hestr, 

Al ihc wnrcliriusc forurn, aiieiided Uy 
WK) lo 7(1(1 t a n n m and govemmenl oi-
ficlnls snO ctDnlnyecs, and during an 
carliri' visit hy GJiclcfiian to a WnoiKord 
County tobacco farm, the main thrust 
of farmer cnmtnentary WQJ the same: 
Kentucky farmers need the tobaceo 
pricc-siability program. 

"We're not here lo save tobacco," 
Daviess County tanner and Burley Co­
op president Rod Kuegel said at the fo­
nim. 

"We're hftre to ^ave the family farm. 
What people n.eed to renllze is that you 
can'l dn one without the other here in 
Kentucky." 

Eorlier. as Glickman talked with 
fnffncfs on a grassy slope on Robert 
and John Richardson's farm on Steele 

Road. Woodford 
County farmer Rusty 
Thompson told bim 
the furor over tobac­
co in lhe Congress 
and the news media 
is wearing on tobacco 
fRrmer5. 

"As tobacco farm­
ers, v j t ' r t getting 
Shot all to pieees ev­
ery day." 'rhompEon 
said. 

•'We've played by 
the rules all of our 
lives, and so did my 
f.ilher and grandfa­
ther," and (ftn't be­
lieve punishment Is 
in order, he said. 

Glickman lold the 
farmers that the aim 
of tobactro legislation 
pending in Congress is to reduce smok­
ing among the nation's young people, 
which he said is a worthy goal. 

But he said i l also Is important that 
the legislation protect the "tens of thou­
sands of farmers" who have been Ihe 
hcncfidBrics of the federal lobacco pro­
gram — which he said has worked bet­
ter over several decades than most oth­
er federal agriculture programs. 

"We need a solution that provides 

Richardson and Glickman enamined weather-
damaged leaf tram lasl year's lobacco crop. 

stobillty and Is fair to the farmers and 
lhe small communiiies," he said. 

Congre&s is ecnsldaring a massive to­
bacco bill that would extract several 
hundred billion dollars frotn the tobac­
co industry, and in exchange provide 
Ihem with some limilcd proiection 
against lawsuits frum parties alleging 

See GLICKMAN 
Page 7, cnl. I, tills section 
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Glickman reassures growers 
Continued from Page F1 

they were li)lur«d by smaUng. 
tTie legliuilon his been in the 

works since lut Juite, when tobacco 
companies and aiionteyi general for 
40 states worked out a taniativa 
agreement InvoMitg payment of 
S368 billion by the Industry and 
curbs on advertising. 

TobaMO farmers have long be­
lieved that any time CongreM consid­
ers any tobacco legislation, the feder­
al tobacco program that keeps their 
prices stable is in jeopardy. The pro­
gram Ions hu been i target of anti-
sinokitig forces. 

The pending legislation also holils 
the potential of »BsiicBlly reducing 
the ainouni of tobacco cotuumcd, 
which coujd seriouslycul fann in­
come. 

Farmers have had difficulty decid­
ing among themselves wfint they 
should seek from Congress. Some fa­
vor a buyout that would dvc farmers 
who have depended on the program 
enough money lo move la other 
crops. 

Others say lobacoo will be grown 
as long as it It le^l, and they want 
to keep growing it. but they need the 
progrem to do it. 

The profjrani basically keetts piicea 
up by hmitiDg supply through quotas. 
The government IIIKIS out each year 
how much tobacco (be companies ex­
pect to buy and how much can be 
sold ovarsaaj, aod then divvies up 

the right to grow it among the farm­
en. 

That way, the farmen don't over 
produce and drive prices down. A 
price-support mechanism that in­
volves govemment loans makes sure 
the farmers get an acceptable price 
even when tne companies buy less 
lhan they said they would. 

Kuegel and others — including 
U.S, Sen. Wendell Ford of Kentucky, 
who long hâ  Iweri toliBcca's pre­
miere champion in Congress — say 
the progiam enables famUies lo make 
a living on much smaller farms than 
would Otherwise supporr ihem. 

Picking up that theme at yester­
day's fonim, Kentucky Gov. Paul Pat-

, loo uijed that Glickman. when deal­
ing with tobacco and oiher farm is­
sues, "take inlo account the cultural 
value of small farms." 

"Tobacco Is the reason we have so 
many family farms, and so many 
Kentuckians enjoy the value of rural 
living," the govemor said. 

Glickman lold reporters at a brief 
press Conference after ihe forum thai 
he assumes the President and legisla-
lors who champion tobacco wlU ac­
cept nothing less than a continuaiion 
of the program for Farmers who want 
10 keep growing tobacco, and a rea­
sonable price Tor those who want 
out. 

The pending legislation would do 
just that, buying quotas fnm those 
who want to opt out at JS a pound 
over 10 yeais-
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Lexington Herala-Leader 
Saturiiay, April 4, 1998 

Finding facts firsthand about family farms 

fHOtOS HY HIANM AUDEHSaN/StAfF 

Agriculture Secretary Patjl Glickman, with hand outstietchetJ aiJtirp«pri ahm.t MJ^A, .4 r. 

U.S. agriculture secretary 
visits farms, hosts forum 
8y Kit Wagar 
HEIUUHlADCft STARF w m n j ) 

LT-S. Agrieulture Secretary Dan Glickman 
ctime to Centnil Kentucky yesterday lo take 
liic pulse of Americnn ojsriailture, and farm-
i.rs let hiui know tlvit Kentucky Ijvcs and 
tliL-s by lolxtccu pria: supfiorts. 

"We are not here to save tobacco.' said 
(Hvcnsboro tobacco grower Rod Kuegel. "We 
aii; here to save the family farm. But you 
Gin't dn one without lhe other in Kentucky." 

Kucftel's comments set the tone for yes-
iL'i diiy's fann forum, tlie first of seven such 
incL'tiiifis Glickman is holding across the 
I'liumry tu see firstliaiid how new federal 
fiii-m policies are working. Silting in s. ware-
liipuac filled with the pungent aroma of cut 
liiliiicci). officiiils could not hnve gotten .nwy 
frnni iubnto) if Ihey Iuid tried. 

KucKpl, who is president ot the Burley 

^ " i ^ J j " Cooperative Association, 
told Glickman and olher federal agricvlture 
offidals (hat some farms in Kentucky have 
only 5 to 10 lillahle acres. 

"It's tobacco that makes them viable" 
Kuegiel snW. 

Clickman said he undcratood the role 
that tobacco price supports had played in 
creating a rearly unique culture of small 
farms in Kentucky. He promised that tobacco 
farmers wouki not be left out of a national to­
bacco settlemenL 

The president has said lhai a fair and 
resisonsible settlement for tobacco farmet* is 
a linchpin of any setUement' Glickman said. 

Out he declined lo endorse a spedfic plan 
10 protect farmer?, saying only that the pro-
posnl by Demooatic Sen. Wendell Foitl of 

See GUCKMAN, B2 
Gov. Paul Patton, left. Ilstefied to Glickman 
speak at \he USDA fomm yestertJay, 
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GUCKMAN: T l̂k 
covers tobacco, 
hemp, ostriches 
From Pago BI 

Kentucky was a positive step. The 
adminiatnilion, he said wants to «» 
a consensus io Congress bcfof« in­
dorsing a spedfic plaa 

FonJ has proposed a pUm that 
would allow farmery to sell their to­
bacco quota to the government for 
Sfl a pound. paitJ over 10 year?. 
Gi;o*cTTi who iTOse quota could re­
ceive 54 a Pound. Farmer? who 
chose to continue ({rowing tobacco 
wouW still partidpate in a. price^up- ! 
t"rt siyslein. \ 

The fai-m forum, whidi attractnj • 
sevcriil hundred growers from 
across Kenhieky, included questions , 
that ran the gamut from ostrich : 
farming to hemp giwing. 

Glickman said he was trying to ; 
end the Agriculture Depailment's 
tiBditional bias toward large oper>i-) 
tions by emphasizing research into ' 
ways that'Small and medium-siw! 
farms can be competidve. ; 

He said he waa i.'Dncemed about: 
overeoncentration in the beef pro­
cessing industry, where foin" firms • 
have 80 percent ot the market. In i 

that portion of che market wu I 
Shared by 12 firms. He said he is' 
seeking tougher enlorcement of an-' 
titrust laws to stop monopolistic ' 
practices. 

He assured growers that the corv 
Iroversiai proposed standards (or or­
ganic foods would be changed. 
Whcij the standards were issued ft* ; 
comment, he said, they genetateti ' 
some 15,000 responses, more than i 
any othff issue in mod*n history.̂  I 

The propcsed standards includ- • 
ed many practices that organic bfin-' 
lis consklered heresy. At $4 billion a : 
year, the organic foods industry can 
no kmger be considered a fringe 
business, he said. /'» 

One farmei asked why the gov-
enunept was not moving to help ttx 
US. hemp indusiry. Hemp is legal in 
Cennany and Canada, which is pnv 
viditig SSO million in assistance to 
get the hemp industry up and mn­
ning. 

•That issue is to some extent 
above my pay grade," Glickman 
said, prompting laughter. He ad-
knowledged that larmere in othii-
stBtes also had inquired about the 
poi^ibility of growing hemp̂  • a* 
cousin of marijuana that lacks THC» 
(he aubstBltc« that (aua<a BmoVu .̂tfa 
get high. 

He said llic future of hemp ia 
lied up in anti-marijuana issues, eo 
the Agriculture Diepartment has 
made no dcdsion on whether hemp 
profflotiDn would be a Bood id«. -; 

"All I mn tell you k Keep the ul-
fonnation How coming," said. • 

Lexington HeraW-Leader 
Saturday, April 4. 1998 

I Eariier In the day. Glickman vis-
l lied the Woodford County tobacets 
I jarm of Robert Richardson. He lold. 
I tociil gtQ'Wm they need to make 
I their voices heard All of agriculture 
1 (ac« a tough politicaj situation, he 

9aki, because fermers make up only 
2 potent of the population. . • 

; Under new farm poikaea. whicfi. 
; phased out most price supportŝ  the 
; ultimate safety net is export mar-
I kels, Clickman said The AgriculhM. 

Department was trying to etisuri 
that farm credit remained plentiful 
and that barriers to U-S. farm ex­
ports were eliminaied. Farming, he 
said, is a growth industry licausc 
the world's population is exploding 
and pqople everywhere want US 
farm products, ' 

John Richaidsoa who raises tat' 
tie and with his brother grows 12a 
acres of tobacco, was unimpressed: 1 • 

"U was about the same thing 
they say all the time," Richaidsoh 
said 

"They talk more about grain 
farmers than tohacn farmers. It gets 
them off the subject of tobacco." ;; 
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TOBACCO I N KENTTICJcy 

ISSUE: 

The majority of burley tobacco producers in Kentucky favor continuation ofthe federal price 
support program. ^ 

JMPORTANCE: 

fhp'lgVdRr^^.'' ^.""""^ ^ ' '^ 51 Billion in 1997. on 
he 696.485,163 pounds grown. Producers are happy with the federal price support prografn and 

are womed about the future ofthe program. H «m, aim 

TALKING POTNTS; 

• Tobacco sales account for nearly 30 percent ofthe total crop revenue for the state 
Nearly $4 billion is generated annually from the production and sale of tobacco. 

' T^o Census listed more than 59,373 tobacco producing farms, with more than 
268,140 acres planted to tobacco. 

• Kentucky tobacco farms average 4.5 acres planted to tobacco, far lower than many 
surrounding states. Alabama averages 23 .9 acres of tobacco per farm and South Carolina 
has an average of 25.5 acres per farm. 

• Ofthe 151,668 tobacco quotas and allotments in 1996. 134,424 were for burley tobacco. 

• In 1996, 167,695 owners were listed for burley quotas 
98.7 percent were listed as white 

1.2 percent as black 
.1 percent as other 

66.7 percent male 
31.7 percent female 

16 percent corporate entity. 

BACKGROITND: 

^ M^L^!"^',,^"""'"^'^ Kentucky's burley tobacco business. Last year 125.000 Kentucky farms 

I y^^'"; ^ ° " " T ' "^'''^''7 P̂ ""̂ "̂* ^-^^^l "̂ ^̂ Sht came from just 26 
percent of the farms. Increasingly, small quota holders have leased or rented their rights to large 
t l T n n ' ^^Se quota holders, such as the horse farms near Lexington, ahoTease out 
thei quotas. Up to a third of the tobacco grown m Kentucky is grown by someone besides the 
quota owner. There is much support for the LEAF Act proposed by Senator Wendell Ford 
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Kentucky 
Burley Tobacco Farms 

Estimate (1997 Burley Tobacco) 
Kentucky 

Burley Tobacco Farms Number 
of 

Farms 

Number 
of 

Pounds 

Pounds 
per 

Farm 
Grows ONLY Farm Quota 
(Does not lease in or out) 27,183 122,137,986 4.493 
Grows Farm Quota PLUS Leases in 
Pounds 24,340 196,015,410 8,053 
Grows ONLY Farm Quota 
(Quota Raised by Tenants) 19,761 105,046.575 5,316 
Grows Farm Quota PLUS Leases in 
Pounds 
(Quota Raised by Tenants) 15,843 133.538,504 8,429 
Leases Away Entire Quota 57,544 139,746,688 2,429 

CONTACT; Vemer Grise, Tobacco and Peanuts Division (Office) 202-720-5291' 

7601"̂ ^ ''^^'^^^'^^^'^ Chief Tobacco Division, State Office, (606) 224-



1997 Burley Quota - Kentucky 

KY Quota (Pounds) 
Up to 50,000 Lbs 

150,001-100,000 Lbs 
100,001 - 500,000 Lbs 
500,001-1,500,000 
1,500,001 -5,000,000 Lbs 

15,000,001 -10,000,000 Lbs 
10,000,001 and over 

j No Burley Quota 

Prepared by 
Farm Service Agency 

March 6,1998 

USDA 



1997 Fire-Cured (Types 22-24) Tobacco Pounds 
Kentucky 
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Ky Fire Cured (Types 22-24) 
^ Up to 20,000 Ibs 
120,001 to 300,000 Ibs 
1300,0001 to 1,000,000 Ibs 
11,000,001 to 5,000,000 lbs 

HOver 5,000,001 Ibs 
No Fire-Cured 

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

USDA 

Prepared by 
Farm Service Agency 

o 



1997 Dark Air-Cured (Types 35-36) Tobacco Pounds 
Kentucky 
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Ky Dark-Air Cured (Types 35-36) 
• Up to 5,000 Ibs 
[ I 5,001 -50,000 Ibs 
ffll 50,001 -150,000 lbs 
H 150,001 -1,000,000 lbs 
H Over 1,000,001 ibs 
• 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 

Farm Service Agency 

o 
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THE TOBACCO PROGRAM 

ISSUE: 

Most lobacco produced in the United States 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. 

IMPORTANCE! 

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 POINTS; 

• Producers of 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, as they have for many 
years. 

• In 1997, over 600 million pounds of burley tobacco was produced in the United 
States - 70 percent in Kenaicky. 

• 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 controversy surrounding the Federal program, tobacco-state congressmen were 
able to obtain permanent legislation. However, numerous changes have been made to the 
program via 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 the 
Congress acts on the tobacco settlement. 

SUMMARY; 

The Federal tobacco program is under permanent legislation, which has provided production 
and income stability for 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, FSA 202-720-5291- home 
703-354-1887 
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FARM AND FOREIGN AGRICULTURAL SERVICES 

FARMER PORTION OF THE NA TIONAL TOBA CCO SETTLEMENT 

ISSUE: 

Outline the farmer portion of the National tobacco settlemeî t for the Secretary's visits to 
Kentucky and Florida. 

BACKGROUND: 

The proposed National tobacco settlement initially did not include tobacco quota ovmers and 
producers. However, in recent months Congressional and farm leadership groups have fashioned 
various proposals to include compensation for tobacco quota holders and producers. Although 
the Administration has not introduced a specific bill to address the tobacco farmer issue as part of 
any tobacco settlement, it strongly supports the concept of compensation to quota owners, 
producers, and communities and is amenable to special programs for limited resource farmers. 

The tobacco settlement will have wide reaching impacts on all segments of the tobacco 
industry, but a disproportionate impact on small and minority tobacco quota owners and 
producers. Ofthe 338,000 individual quotas, about 66 percent would be considered small 
operations. Five percent of all quotas are owned by minorities, the majority of which are 
small. 

If a National tobacco settlement is reached, cigarette prices would increase sharply because of 
manufacturer payments or increased taxes. In turn, 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. 

TALKING POINTS: 

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, the Lugar Bill, and the Robb Bill. The Ford Bill 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 farm leadership has adopted the Ford Bill as a model and incorporated 
some provisions of the Robb Bill, especially for flue-cured tobacco. 
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DEPARTMENT O F AGRICULTURE 
O F F I C E O F T H E S E C R E T A R Y 

V V A S H I N G T O N , D . C . a O 2 B 0 

BRIEFING MEMORANDUM FOR THE SECRETARY 

THROUGja^ f̂fipsTSchumacher, Jr 
^Under̂ ecretary for Farm and 

?^ign Agricultural Services 

FROM: Keith Kelly 
Administrator 

SUBJECT! Update on the McCain Bill - National Tobacco Settlement 

PURPOSE OF BRIEFING: 

To provide an update ofthe Senate Commerce Committee's markup ofthe McCain Bill (S.1415). 

BACKGROUND; 

The Senate Commerce Committee approved S.1415 by a 19 tol vote and Senator McCain stated 
that he hoped the Bill would be before the full Senate before Memorial Day. A few modifications 
were made during the markup, but the thrust ofthe Bill remained intact. 

TALKING POINTS; 

Based on the best information available, the following portions ofthe McCain Bill have been 
modified or reaffirmed: 

• Total Cost to Industry/Cigarette Price Increase -

» Total cost to tobacco manufacturers over the 25 year period are projected to be $506 
billion. 

» An increase in cigarette prices of $ 1,10 per pack over five years was anticipated. 
However, in the markup ofthe Bill, more than half-65 cents per pack would become 
effective in 1999. 

» The 65 cent increase would result in a more abrupt drop in cigarette consumption and thus 
demand for U.S. grown leaf than originally anticipated. 

AN EQUAL OPPOHTUNITY EMPLOYER 
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BRIEFING MEMORANDUM FOR THE SECRETARY 2 

» 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 

• Domestic Price Support Levels - Under certain conditions for crop years 1999 and 2000, 
the Secretary will have more flexibility in setting the flue-cured tobacco price support level 
than under current legislation. 

• Other Frovisions of the McCain Bill -

» Civil liabilities damages capped at $6.5 billion per year. 

» Marketing and advertising would be curtailed considerably. 

» Goals of reducing youth smoking of 15 percent in three years and 45 percent in 10 years 
were established, 

» The Food and Drug Administration would be given broad latitude in regulating tobacco 
produas. 

• See the Briefing Memorandum entitled "Farmer Portion ofthe National Tobacco Settlement" 
for additional provisions aSecting farmers. 
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The provisions of the Ford Bill are incorporated as the farmer portion ofthe McCain Bill 
(S.1415), the bill currently being considered as the vehicle for implementing the National tobacco 
settlement. Senate markup for the McCain Bill is scheduled for April 1 and 2. 

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

• Payments to Farmers for: 

» Burley, flre-cured, and dark air^cured tobaccos -

o All quota holders given 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. 

° 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 -

o 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 ftiture 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 made 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 fund, including administrative costs, crop insurance, 
cooperative extension service costs, and any other costs, as calculated by the Secretary. 
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• 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 

• Beneflts 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 ovvTiership loans, initiatives which 
create farm and off-farm employment, expanding infrastmcture, long-term business technical 
assistance, supplemental agricultural activities, value-added agricultural initiatives, and 
compensation to auction warehouse owners. 

• Total Costs - $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. 
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NEWS RELEASE 
WENDELL H. FORD of KENTUCKY 

UNITED STA TES SENA TE 

173A Russell Senate Offlce Building 
Washington, D.C, 20510 

FOR IMMEDIATE RELEASE Contact: Mark L. Day 
March 27, 1998 (202) 224-1156 

FORD MAKES MODIFICATIONS TO STRENGTHEN "LEAF ACT"; 
EXPECTS PROPOSAL TO BE IN PACKAGE FOR SENATE DEBATE 

WASHINGTON" Bringing Together burley and flue-cured growers, U.S, Senator Wendell Ford (D-KY) 
today said he has made some modifications to his "LEAF Act" that will "solidify and broaden the 
support" necessary to have Congress pass the proposal. 

With the Senate Commerce Committee set to begin marking-up ihe proposed tobacco settlement 
legislation next week, Ford said it was imperative to have the strongest broad-based farmer protection 
package ready for inclusion in the final bill. 

Ford noted that he fially expects the Committee to include his proposal in legislation that will be debated 
on the Senate floor in the coming weeks. 

"These modifications to the LEAF Act broaden and strengthen our support while still holding to the 
principles we've always fought for: maintaining the quota program, fair compensation for lost quota, and 
providing a safety net if the program is threatened or eliminated in the future, all while remaining fiscally 
realistic," Ford said. 

The modified LEAF Act incorporates some changes in the flue-cured program as advocated by Senator 
Charies Robb (D-VA) and other flue-cured representatives, such as transferring quotas from inactive 
quota holders to actual producers. 

For burley growers, the LEAF Act would allow a quota holder to relinquish their quota in exchange for 
$8/pound, payable over a period of ten years or less. Unlike a proposal by Senator Richard Lugar (R-IN), 
that quota could then be reallocated to a farm owned by a quota lessee or tenant if they were the principal 
producer of the tobacco. 

Another modification would specifically earmark a portion of economic development funding for tobacco 
warehouse owners. 

"I've listened very hard over the last several weeks to growers and have tried to incorporate every 
constructive idea, so long as it didn't run into unrealistic funding requirements. We've worked day and 
night to try and protect our farmers and their communities, while producing a package that can win 
Congressional approval. I think this is that package, and I'm going to do all I can to see that it becomes 
law," Ford said. 

1 of 2 3/31/98 8:49 A 
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Financial Structure of Tobacco Farms 
In Kentucky and North Carolina 

U S tobacco production is primarily concentrated in Kentucky ênnessee (^^^!^^y\^^ ' ^ l 
routheastent States (fiue-cured), although other States grow small amountŝ  ^,'^,,^.'^'5 f 
Agriculture reported 59.373 farms in Kentucky (268.140 tobacco acres) and 17,625 farms m 
Nonh Carolina (283,900 tobacco acres) giowing of tobacco. 

Tobacco acreage on Kentucky and North Carolina farms differs dramatically in size of plantings. 
Over 50 percent of farms with tobacco in Kentucky have less than 3 acres planted to the crop 
compared with just under 30 percent in North Carolina, In Kentucky the argest 
(40 percem) plant 1-3 acres, while in North Carolina the largest number of faims (39 percent) 
plant 10 or more acres to tobacco. 
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Importance of Tobacco 

A..nrHinP to USD A's 1994 Farni Costs and Returns Survey (FCRS), tobacco accounts for an Accordmg to USDA s 199^ arm ^̂ ^̂ ^ ^̂ ^̂ ^̂ ^ ^̂ ^̂ ^̂ ^ T̂ his 

TompiVs ̂ ^^5^;;:^^^^^^^^^^ I" Kentucky cattle were ranked second w.le m 

North Carolina hogs ranked second. 

J I ^ C ^ ^ b " « « U Z stffl impomn.. In Nonh Crolma. how=v«, hog. wer. a mmor 

enterprise but soybeans and com remained important. 

The FCRS showed an average fann size of 124 acres in Kentucky and 156 acres 
car Tobacco acreage Icounted for an average 3.7 acres and 12.7 acres m the 2 State, 

respectively 

Value of selected farm products for farms with tobacco, 1994 

Number of farms 

Fann value of production 

Crop value of production 
Tobacco value of production 
Corri value of production 
Soybean value of production 
Cotton value of production 
Wheat value of production 

Livestock value of production 
Hogs value of proauction 
Cattle value of produciion 
Poultry value or produciion 

Kentucky Nonh CaroUna 

All farms 
with 

lobacoo 

35,937 

33,476 

21.951 
17.134 
2.406 
1,461 

0 
257 

11,525 
1,858 
4,622 

20 

SIC 
tobacco 
farms 1/ 

All farms 
with 

lobacco 

25,576 16,878 

Average dollars per farm 

22,632 

19.929 
18.417 

427 
575 

0 
no 

2.703 
68 

2.484 
0 

86,811 

64,096 
49,747 
2.243 
7.561 
1,692 
1,315 

22.715 
16.678 
1.310 
4.727 

SIC 
tobacco 
farms 1/ 

14.535 

64,811 

64,105 
51.830 
1.594 
7,781 
501 

1,019 

706 
99 
607 
0 

ĉ .trr-̂ - Farm Crt<:T<; and Retums ̂ survey, ERSAJSDA, 
1/ TobacL amounts for over 50 percent of fan. total value of agricultural producuon. 
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Farm Income 

,c f«r Vpntnrkv and North Carolina farms with tobacco show an 
The 1994 ^ - ' ^ Z ' ^ ' ' ' ' ' ' ' ^ . ^ ^ ^ ^ ^ In North Carolina. For SIC tobacco 
average net cash income of $6,409 in Kemuay , ^ Carohna, respectively, 
fanns, these levels rise to $18,783 and $16,383 ^^^^^"^"^^^^^^ Governmettt payments 
Regamiess ofthe State or the level of specahzat.on m /̂̂ ^̂ ^̂ ^̂ ^̂ ^ jJ^Lever. the 
(delidency payments) played a ^ ^̂ ^̂ ^̂ ^̂  

Govemment tobacco programs arc designed as an inaireci rrrrtwers are 

Therefore, tobacco program suppon is reflected in tobacco receipts ra payments. 

became important 
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Income statements for farms 
—" Kentucky North Carolina 

All farms 
with 

tobacco 

Gross cash income 

Crop sales 

Livestock sales 

Govemmem payments 
Other farm-related income 

Less: Cash expenses 

Variable 

Livestock purchases 
Feed 
Other livestock expenses 
Seed and plants 
Fertilizer and chemicals 
Labor 
Fuels and oils 
Repairs and maintenance 
Machine-hire and custom work 
Utilities 

Other variable expenses 

Fixed 
Real estate, property taxes 
Interest 
Insurance premiums 
Rent and lease payments 

Equals: Net cash form income 

Less: 
Depreciation 
Labor, non-cash benefits 

Plus: 
Value of inyentojy change 
Nonmoney income 

Equals: Net farm income 

249 
3,392 

394 
698 

3.177 
2,347 
1.032 
1.903 

419 
635 
847 

4,165 

505 
1,856 

993 
811 

6.409 

2,412 
125 

-574 
4,282 

7.580 

SIC 
tobacco 
farms 1/ 

All farms 
with 

tobacco 

Average dollars per farm 

149 
223 
33 

1.693 
9,131 
7.916 
5,364 
3,833 

859 
1,656 
1.254 

8.118 

817 
1.914 
2,081 
3.306 

18.783 

3.128 
199 

3.644 
4,363 

23,463 

60 
1.198 
272 
520 

2,498 
2,108 
685 
1.323 
159 
557 
584 

3.064 

337 
1.335 

840 
553 

3.523 

1.359 
128 

-236 
4.255 

6,054 

SIC 
lobacco 
farms 1/ 

25,668 59,011 16,551 54,412 

14.168 53,434 13,150 52,244 

10,165 1.663 2,437 706 

172 
1.163 

526 
3,389 

70 
894 

292 
1,170 

19,259 40.229 13.029 38,030 

15,093 32,110 9,964 31.049 

34 
164 
26 

1,514 
8,938 
7,424 
5,512 
3,851 
927 

1,507 
1,152 

6.981 

789 
1,372 
2,015 
2,805 

16.383 

2.953 
184 

4,016 
4,375 

21.637 

Source- Farm Costs and Retums Survey. ERS/USDA. ^ • , i ..̂ ^ ,̂ ,:on 
1/ Tobacco accounts for over 50 percent of fann total value of agricultural production 
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Tobacco Costs of Production 

Estimates ofthe costs of producing the 1994 tobacco crop are available at the national level only 
These estimates show average per-planied-acre variable cash costs of $2,446.04 for burley and 
$1 384,68 for flue-cured. While fuel and curing expenses are much higher for flue-cured tobacco, 
burley's high post-haivest labor costs are more than offsetting. Net returns over variable cash 
costs averaged $1,847.86 per acre for buriey tobacco and S2.205.12 for flue-cured tobacco. 
When all costs are included, net retums averaged negative $468.89 for burley and posiuve 
$415.42 for flue-cured. 

U.S. costs of production for tobacco, 1994 

Cash receipts 

Variable Costs: 
Labor 
Noncash benefits 
Fertilizer and lime 
Plant bed materials 
Chemicals 
Custom operations 
Fuel and lubrication 
Curing and heating fuel 
Repairs 
Marketing (burley) & warchousirig (nue-cured) 
No-nei-cost & marketing assessment 
Inspection and grading tee 
Interest 
Other 
Total, variable costs 

Machinery and bam ownership costs: 
Capital replacement 
Return to honland capital 
Taxes and insurance 
Total ownership costs 

Other Costs: 
General farm overhead 
Land and quota charge 

Total excluding land and quota 

Retums: 
Receipts less variable cash costs 
Receipts less total costs 

Yield (Ibs./acre) 

Burley Flue-̂ cured 

Dollars per acre 

4,293.90 4,089.80 

1,409.06 705.17 
15.31 23.79 

243.89 296.27 
76.2S 45.49 
92.78 212.80 
10.86 7.81 

101.63 55.26 
7.19 274.97 

103.62 140.33 
225.43 108.38 
105.30 72.60 
16.38 16.94 
17.08 21.13 
21.23 3.74 

2,446.04 1.884.68 

273.31 289.72 
109.81 98 78 
125.06 134.22 
508.18 522.72 

425.10 289.72 
1,383.47 977.26 

5,379.32 2.697.12 

1.847.86 2,205.12 
-468.89 415.42 

2.108 2,420 
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Costs and Returns for Selected Vegetables 
and Field Crops 

Tobacco growers are currently growing a mix of other field and specialty crops such as com, 
l o y b r ^ cô ^̂ ^̂  wheat. Between 1 and 2 percent of FCRS fanns with tobacco reported 
a 'SveTe tab l^ Data from North Carolina are available that a lo-^^^^^^ 

costs and returns for major vegetable crops. Kentucky data were not available. 

Except for tomatoes, other vegetable crops are more likely to be grown in flue-cur^d tobacco 
areS than in b̂ ^̂ ^̂  -eas. Returns va^ widely from year to year, depending on growing 
conditions and market conditions in a specific season. 

The gross returns arc based on yields and prices reported by NASS for 1994. Ca^ variable costs 
^e b^s^ o^Lerprise budget Lnatesd^^^^^ 
have been adjusted to represent average production praaices for 1994. The net retums represem 
eamings 10 land, labor, capital, machinery, overhead, and management. 

Although some tobacco producers could produce vegetables on tobacco acreage, the majority of 
^ S a S d tobacco land would likdy go into field crops. The demand for vegetables is 
S v S y inelastic, meaning that even small increases in the quantity results in relatively large 
T J Z Z S Because the vegetable acreage is so small relative to ^ ^ b - ^ ^ ' ^ ; ^ ! 
shift of tobacco land would represent a substantial increase m vegetable acreage. This would 
lower prices and reduce vegetable retums. 

In contrast tobacco acreage represents a relative small percentage of field crop acreage. 
Co'sequemly a relative large shift could occur from tobacco to field crops without having a 
noticeable impact on either field crop pnces or returns. 



Estimated average costs and retums for selected vegetable and field crops in North 
Carolina, 1994 

Net above 

Crop 

Sweet potatoes 
Cucumbers> Processing 
Cucumbers, Fresh market 
Bell peppers, Fresh market 
Snap beans. Fresh market 
Watermelon 
Cabbage, Fresh market 
Tomatoes, Fresh market 

Com (Southeast region) 
Soybeans (Southeast region) 
Cotton (Southeast region) 
Flue-cured tobacco 

Gross 
revenue 

1,627.50 
992.00 
440.00 
717.50 
983.50 
675.00 

1,900.00 
4,332.00 

27S.20 
170.91 
623.60 

4.089.80 

Cash 
variable^ 

expenses 

Dollars per acre 

1.118.92 
1.041.62 

466.61 
864.81 
600.06 
485.86 

1,016,36 
3.735.50 

157.86 
95.10 

291.70 
1,884.68 

cash variable 
expenses 

508.58 
95.63 

-26.61 
-62.56 
383.44 
190.63 
883.64 
596.50 

120.34 
75.81 

331.90 
2.205.12 

" r ^ ^ i ^ S M S e ^ r i s ^ ^ ^ o ^ N o r t h C ^ ^ ^ ^ 
Universiw Begets modified to reorescnt average production practices for 1994. Field crop 
expenses are from USDA's costs-ot-produciion accounts. 
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USDA U.S. DEPARTMENT OF AGRICULTURE 

OFFICE OF THE SECRETARY 

Telephone (202) 720O631 Fax (202) 720-5437 

FAX COVER SHEET 

DATE: 

NUMBER OF P A G E S _ ^ , INCLUDING COVER SHEET 

PLEASE DELIVER TO: 

FAX NUMBER:! I PHONE NUMBER:! )_ 

FROM: OFFICE OF SCHEDULING 

• MARY BETH SCHULTHElS, DIRECTOR OF SCHEDULING 

• JULIE EDDY, ASSISTANT SCHEDULER 

n BILLY COX, BRIEFRNGS COORDINATOR 

• FRAN TROUT, TRAVEL ADVISOR 
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Honorable Dan Glickman 
Secretary of Agriculture 

Friday, April 3,1998 
Washington, DC - Versailles KY -
Lexington KY - Washington, DC 

FINAL DG (April 2, 1998(6:13P\f)) 

SCHEDULER: 
Meg Evans 202-720-3631 (O) 

800-800-7759 (P) 
202-387-6051 (H) 

Maiy Beth Schultheis 202-720-3631 (0) 
800-719-1428 (?) 

TRANSPORTATION: 
Sam Shanklin: 703-751-3952 (H) 

202-744-4192 (Car) 
202-509-5647 (Car 2) 
202-206-9614 (P) 

PRESS SECRETARY 
Roger Salazar 800-800-7759 (P) 

ADVANCE 
Clyde Williams 800-800-7759 

Hotel 606-268-0060 
Fax 606-268-6209 

TRAVELING 

Under Secretary Jill Long-Thompson (arriving in Cincinnati Thursday night) 
Deputy Under Secretary Dallas Smith (arriving in Lexington Thursday night) 
Tom Freedman, The White House, Domestic Policy Council 

GIG AGENTS 

Joe Rotunno 800-759-7243 pin 551 -4487 
KY Beth Marik 800-759-7243 pin 551 -4481 
KY Julie Toler 800-443-7243 pin 042-044 
KY Annis Yates 800-443-7243 pin 039-677 

USDA STATE OFFICES 
FSA Hoppy Henton 606-224-7601 
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Bob Finch 606-224-7696 P 606-330-4716 
RD Tom Fern 606-224-7300/2290 H 606-224-9616 
NRCS David Sawyer 606-224-7350 

WEATHER 

Washington Increasingly cloudy, rain late. High of 64, low of 43. 
Cincinnati Mostly cloudy to cloudy skies. High of 55, low of 41 
Lexington Mostly cloudy with periods of showers. High of 61, low of 41 

5:45A DEPART RESIDENCE 
Enroute: Washington National 
Trans: Sam - car 
Drive time: 15 minutes 

6:0QA ARRIVE WASHINGTON NATIONAL 
Note: Joe Rotunno, GIG, will meet you with your tickets 

6:45A DEPART WASHINGTON NATIONAL AIRPORT 
Enroute: Cincinnati 
Equip.: Boeing 757 
Flight #: Delta 347 
Seat: 26C 

Note: Tom Freedman, Roger Salazar and OIG - Joe Rotunno will travel 
with you. Tom and Roger will meet you at the gate. 

8:20A ARRIVE CINCINNATI 
Greeters: Under Secretary Jill Long Thompson 

FSA SED Hoppy Henton 
RD SED Tom Fem 
State Conservationist David Savi/yer 
Clyde Williams 
Beth Marik, GIG 

8:30A DEPART CINCINNATI AIRPORT 
Enroute: Richardson Tobacco Farm 
Trans: FSA van (15 Passenger) 
Drive time: 1 hour, 30 minutes 
Manifest: Secretary Glickman 

Jill Long-Thompson 
Tom Freedman. DPC 
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Roger Salazar 
GIG - Joe Rotunno 
Hoppy Henton, FSA 
Tom Fem, RD 
David Sawyer, NRCS 
Troy Myers, FSA, Driver 

10:OOA ARRIVE RICHARDSON TOBACCO FARM 
Address: 1890 Steel Road (KY 1685) 

VersaUles.KY 
Phone: 606-873-8411 
Greeters: Rep. Scotty Baesler 

Contact: Janice, 606-253-1124 
KY Ag Commissioner Billy Ray Smith 
Under Secretary Dallas Smith 

10:00A-
10:20A 

VISIT RICHARDSON TOBACCO GREENHOUSE AND FARM 
Contact: Robert Richardson, 606-873-8411 
Format: Meet Robert Richardson and his neighbors. 

Visit with approximately 21 local tobacco, dairy, and soybean 
farmers. 

See the development of tobacco plants. 
Tour hydroponic greenhouse. 

OPEN PRESS 

10:20A DEPART RICHARDSON TOBACCO GREENHOUSE 
Enroute: Gentry Tobacco Warehouse 
Trans: FSA Van 
Drive time: 30 minutes 
Manifest: Secretary Glickman 

Rep. Scotty Baesler 
KY Ag Commissioner Billy Ray Smith 
Jill Long-Thompson 
Dallas Smith 
Tom Freedman, DPC 
Roger Salazar 
OIG - Joe Rotuimo 
Hoppy Henton, FSA 
Tom Fem, RD 
David Sawyer, NRCS 
Troy Myers, FSA, Driver 
Clyde Williams 
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Beth Marik - OIG 

10:50A ARRIVE GENTRY TOBACCO WAREHOUSE 
Address: 736 South Broadway 

Lexington KY 
Phone: 606-254-3479 
Fax: 606-254-3470 

10:50A- PROCEED TO HOLD WITH PRINCIPALS 
11:00A Location: Gentry Tobacco Warehouse OfQce 

Attendees: Govemor Paul Patton 
Contact: John Mark Hack, 502-564-2611 

Lt. Govemor Steve Henry 
Ben Crain, Owner, Gentry Tobacco Warehouse 
Karen Annstrong Cummings, USDA Small Farms Commission 

11:00A- KENTUCKY FARM FORUM 
12:30P Location: Gentry Tobacco Warehouse 

Contact: Warehouse, 606-254-3479 
Attendees: Expect 400 - 500 people 

Format; 
Welcome Hoppy Henton, FSA SED (moderator) 
Remarks Rep. Scotty Baesler 
Remarks and intro Secy Gov. Patton 
Remarks Secretary Glickman 
Discussion Q&A 
Closing Gov. Paul Patton 

Secretary Glickman 

OPEN PRESS 

12:30P MEDIA AVAILABILITY 
Location: Gentry Tobacco Warehouse 
Participants: Secretary Glickman 

Govemor Panon 
Rep. Baesler 

Staff: Salazar 

1:00P DEPART GENTRY TOBACCO WAREHOUSE 
Enroute: Cimicinnaii Airport 
Trans: FSA Van 
Drive time: I hour, 30 minutes 
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Manifest: Secretary Glickman 
Jill Long-Tliompson 
Dallas Smith 
Tom Freedman 
Roger Salazar 
OIG 
Hoppy Henton, FSA 
Tom Fem, RD 
David Sawyer, NRCS 

NOTE: Tlie Governor and Rep. Baesler will also be departing at 1:00 p.m. 
NOTE: Lunch will be provided in the van - the cost will be $7.00/person 

2:30P ARRIVE CINCINNATI AIRPORT 

3:35P DEPART CINCINNATI 
Enroute: Washington Dulles 
Flight*: Delta 1662 
Equip: MD-88 
Seat: 12D 

5:15P ARRIVE WASHINGTON DULLES 
Note: Sam Shanklin will greet you upon arrival 

5:25P DEPART WASHINGTON DULLES 
Enroute: Residence 
Trans: Sam - Car 
Drive time: 45 minutes 

6:1 OP ARRIVE RESIDENCE 

RON - WASHINGTON DC 



l3 

1/ 



1/08/98 WED 18:23 FAX 202 456 6472 _ _ ADMIN, 
GOV coun VOC ED ^ j / ^ ' v ^ V ^ 

121002 

" „,,«.rio<.coaBrt:McUss.F=rsythc 502-564-2611 
for more mfotmanon couu» ^ . f«r more infosraianoa 
for more mi Bill 137 considered to be one ofthe 

<̂  «,«r Paul Patton today $iepe«i Senate BUi i ̂  /. enfarcemcat, 

fmes and compliance wio| 

law into effect immediately. makes it ijnlawfvjl for 

iadsr̂ eigjitccn year olds are illegal. Ana P 

ttie purchaser is underage. first offense by the 
11. «̂mR witii an effective, statew"*̂  

•Vo other swe if. OOVOBOT . - i 

. , . . . w m . s 3 i - = « » \ - ^ r p X t S i ^ ' ^ - ^ 
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, ,I .BGISI-ATIVBINTEKT use. display, sale 

. SB 137 adds the word display 

§ 2- DEFINITIONAL SECTION 

l a ^ . . . . r . . a U « n a r s t o p o s t . i n a c o . p . u o . p . . c c . a w . m . . 

T««-rea«es fmes on sellers vwi»u » «o<i,«n for a second violation-
• l X : s i O - 2 S ^ r a « ^ v i ^ ^ ^ ^ 

137 the ranges 01 tines ATB* 
O A B I U I V OT FROSFECTIVE B«VER ORMOPIENT 

§4: U A B I U T K " ' .= , f„, .omeone nndw dgWe=n 
. , . „ w s « t > o » . o . h c s , « P » . » ^ » ' > = » « ' ^ ^ ; S = o r . S s n i E S 3 

tobacco from a f™"'=""°"° . • . w . f e s t 
emolojitimt. _ « o m d 20 hours cojnmtmity service ior a » 

. S r S m>d=r this new - " ^ " . " ^ ^ V . : : t ^ ° o a ^ wirhin *e s»n. one year 
ofle^e -^fliin a - | ^ ^ / , o h.v« of corm..«ru.y s«v.ce. 
period, the penalties are 
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§5- LIABILITY FOR DlSTWBirriON 

I 6- VENDING MACHINES 

. Bo.l..hasaleto.adp»reh.sehyone™dcr.i*tecoyea,sofage^»aveoains 

. -̂r*î ro'?rr̂ -̂̂ --~"°»-̂ '""̂ '-
vioUtion ofthis section. „,„.-rW(yj>">vfafo»/orrteon™P'e'' 

. «..i>te»senote: This''"^^^l^^Z^ng Jckln.. Tkis iseiO^ 
^oHas, or a^e^t^ ^ ^ C ^ I ^ ^ ^ H Z J ^ -his bill is it is 

' ^ P c Z l / r . o e l ^ t f t ^ ' C ^ X ^ ' - ' ^ i ' ^ ' ^ ' ' 
87. NOTICBTOEMPLOWESOFBETAILESTABUSHMEOT 

. . e , u ^ s r e . a i U s . a h U s h n . . » s e « ^ - P ^ - ^ ^ ^ ^ ^ 
law and to inform them of circumstances wnen p 

beUeve under the age ^^^"^oM^i^^ the notice, and the employer must . Employees iriust sign a fonn actoowi^g^ 

mamtain these ^ ^ ^ ^ ' ^ ^ ^ ^ ^ ^ ^ ^ ^ ' ^ ^ ^ ^ . Owners of reuil establishments are suojcci lo 

violation ofthis section. 

58: MVENUEFORTHEDEPARTMBNTOFACBICULTUKE 

. D.pa«neu.iss.in«.titl=d.o "'"'-f^'^^^^^i^r^dbyone-.^.thofone 

. oSer SB 137. Dep«tm«.t is now ' ^ ^ ^ ^ ^ ^ ft. ^ c <,f cigarettes. In 

19; EMERGENCY CLAUSE 

. SB 137«UU.ke.ffeCiinn.=dia.dy,*onOovemorPa«on-ssisn«ur. 
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