
outcomes. The second, which Kyle will focus on, is the question ofhow best to regulate, if 
indeed regulation is thought appropriate. 

Nearty half of our manuscript is devoted to showing that the market for cigarettes is 
encumbered by a variety of market failures, each of which tends to make consumers disregard 
risks that might otherwise alter their behavior. We describe three general types of market failures. 
First, we argue that smokers are imperfectly informed of the risks of smoking. We argue, for 
instance, that they are optimistic with respect to the risks posed by products — that is, they 
systematically underestimate those risks. Moreover, we show that even if consumers 
overestimate or accurately estimate the risks of cigarettes generally, they do not know the specific 
risks associated with specific brands of cigarettes. I'll make clear the implications of those 
conclusions in a moment. 

Second, smokers do not take risks into account to the extent that they are insured for 
product risks through imperfect first-party insurance arrangements. Briefly, the argument goes 
like this: Consumers are insured through privately and publicly provided first-party mechanisms 
for at least some portion of the risks posed by cigarettes, and those insurers rarely adjust 
premiums to take into account consumers' smoking choices — choices such as whether to smoke, 
which brand of cigarettes to smoke, how many cigarettes to smoke. Insofar as consumers are 
insured and their insurers fail to adjust for consumpfion choices, consumers can disregard those 
risks of smoking. Finally, consumers will often not take into account the risk that their smoking 
injures third-parties — for example, in the form of second-hand smoker — because such costs 
typically are not borne by the consumers themselves. 

We are by no means the first scholars to investigate the question of whether the market for 
cigarettes is well functioning. Numerous economists and policy-oriented scholars have asked that 
quesfion, and most have concluded, contrary to our conclusion, that there are no significant 
market failures, and that, therefore, no regulation of the cigarette market is required. Much of 
what we do in the first half of the paper, therefore, is to rebut arguments of those scholars. 

We will spare you the details or rebuttal for two reasons. First, the issues are too complex 
to develop in the little bit of time that we have. And, second, there is really no reason to review 
them here. After all, the proposed settlement is premised on an assumption that the cigarette 
market has several market failures, and that regulation is therefore required. For instance, it's 
pretty clear that the settlement is intended to deal with the problem of imperfect information. 
Similariy, the proposal assumes that there are insurance externalities; indeed, the AGs cases 
underiying the settlement can be understood as an attempt to correct for insurance that fails to 
make appropriate adjustments to take into account each individual insured's smoking status. 
Finally, there the settlement includes some provisions intended to help reduce the problem of 
environmental tobacco smoke. 

OK, so on the assumption that there are significant market failures, I'm going to walk 
through an extremely simple law and economics model to demonstrate the public health 



consequences of the market failures and, then, the potential advantages of regulation. 

Imagine a wortd in which cigarette markets are completely unregulated. Now imagine an 
individual consumer who is faced in that wortd with the following choice: "Buy and smoke a pack 
of cigarettes or do not." 

$2.00 productions costs = nominal price 
$2.00 health costs 
$4.00 total costs 

If the consumer decides to smoke the cigarettes, she faces the following costs: $2.00, equaling the 
nominal price or the purchase price of the cigarettes (reflecting the production and marketing 
costs), plus another $2.00, equaling the present value of the future health-related costs to herself 
and to others associated with smoking those cigarettes. 

Ideally, a consumer would purchase a pack of cigarettes if and only if she valued a pack at 
$4.00 or higher. I f the consumer fully took those costs into account — or, as economists like to 
put it, "intemalized" those costs — that would be the result. Consumers would not purchase a 
pack of cigarettes if they did not value it at at least $4. Assume, however, that, owing to the 
presence of imperfect consumer information, imperfect first-party insurance, or third-party effects, 
the health-related costs of smoking are not "internalized" by smokers — that is, the $2.00 of costs 
has no effect on the consumer's decision to smoke. As a result, the consumer in our example, 
when making her smoking decision, would internalize only the $2.00 purchase price so that, even 
if she valued the cigarettes at only $3.00, she would purchase and smoke the cigarettes. 

That result would have several undesirable public health effects. For example, each 
smoker would smoke too many cigarettes. For instance, when the consumer purchased the pack 
of cigarettes in our example, there would be a net social loss of $1.00 equaling the difference 
between the consumer's total valuation and the total social cost of the pack. At the margin, every 
smoker would be consuming more cigarettes than they would if forced to take into account all the 
costs. (Indeed, some, perhaps all, would quit if forced to bear those costs.) 

For another example, manufacturers would invest too little in making their products safer. 
Here's why. Suppose that the manufacturer could completely eliminate the $2.00 per-pack risk by 
investing an additional $1.50 per-pack in safety measures. Obviously, the desirable outcome 
would be for the manufacturer to make the investment and thereby eliminate the risk associated 
with the cigarettes. 

$2.00 basic production costs 
$1.50 precaufions 
$0.00 health costs 
$3.50 total costs = nominal price 



If the manufacturer made the investment to eliminate the risk, the total price ofa pack of 
cigarettes would then be (adding the $1.50 in safety investments to the production costs of $2.00) 
$3.50, which would also be the nominal price charged to consumers for a pack of cigarettes. 

Under our assumptions, however, in the absence of regulation, the manufacturer would 
not invest the $1.50 in risk reduction, because doing so would cause the manufacturer 
immediately to go out of business. 

$2.00 basic producfion costs 
$1.50 precautions 
$0.00 health costs 
$3.50 total costs = nominal price 

$2.00 productions costs = nominal price 
$2.00 health costs 
$4.00 total costs 

If the manufacturer made the investment, consumers would have to pay a $1.50 increase in the 
nominal price of cigarettes, but, by hypothesis, they would not take into account the $2.00 
reduction in risks associated with the additional cost. Thus, consumers would prefer to purchase 
cheaper but "unsafe" cigarettes (the ones produced by manufacturers who do not make the $1.50 
investment in safety expenses). After all, who wants to pay $3.50 for a product that is, in effect, 
indistinguishable from a product that costs only $2.00. 

Thus, absent regulation, the market acts as the enemy to public health — it leads 
manufacturers to invest too little in product safety and consumers to consume too many unsafe 
cigarettes. 

OK, now let's consider the potential benefits of regulation. Specifically, I 'll imagine a 
legal regime that makes cigarette manufacturers pay for all the damages caused by their products. 
Such a regime would be a form of what political scientists and economists call an incentive-based 
regulation. The significance of that characterization will become apparent in a few minutes when, 
Kyle details the distincfions among different types of regulatory approaches. As we'll see, the 
beauty of incentive-based regulation is that it forces manufacturers, and in tum consumers, to 
take into account the total costs of cigarettes. 

Going back to our example, if cigarette manufacturers were made to pay for the $2.00 in 
social costs of cigarettes, they would raise the price of cigarettes to reflect the total costs. 

$2.00 productions costs 
$2.00 health costs 
$4.00 total costs = nominal price 



Given that consumers would perceive this increase in the nominal price of cigarettes, competitive 
pressures would lead manufacturers to invest the $1.50 per pack necessary to eliminate the $2.00 
of costs. 

$2.00 basic producfion costs 
$1.50 precautions 
$0 00 health costs 
$3.50 total costs = nominal price 

Thus, in the long mn, the nominal price would be $3.50 per pack. Because the nominal price 
would equal the total real price, a consumer would purchase a pack of cigarettes only when the 
benefits to her of that pack exceeded the future costs of that pack to that smoker and to others. 
So, for example, our consumer from earlier who valued the next pack at only $3.00 would not 
buy under an incentive-based regulatory regime, because the price would be $3.50. 

Now that you have some idea ofhow an incentive-based regulatory regime would work, 
let me describe several other beneficial effects of such a regime. So long as manufacturers were 
bearing the total costs associated with their products, they would have a significantly reduced 
incentive to mislead consumers with respect to the risk properties of cigarettes. Manufacturers 
would have to pay for the costs that they are understating and, in that sense, would be bonded. 
Insofar as they would have to put their money where their mouth is, they would have a 
significantly reduced incentive to understate risks. Moreover, even if they understated the risks, 
they would still have to charge a price that would reflect tme risks. The price would counteract 
false claims. 

Similariy, cigarette manufacturers would sfill want to target consumers, but their motives 
in targeting consumers would be very different. Under an incentive-based regime, manufacturers 
would seek to attract low-risk smokers, other things equal. There are a number of ways in which 
consumers may be low-risk. Some consumers may be more likely, other things equal, to quit 
smoking before suffering many of the ill-health effects of long-term smoking. There is some 
evidence, for example, that quitting rates increase as education levels increase, other things equal. 
Some groups may be less likely to suffer serious ill health effects of smoking. For instance, the 
younger a person is when he or she starts smoking the worse the long-term health consequences 
of smoking, other things equal. Thus, under an incentive-based regulatory system, manufacturers 
would not only lose some of their incentive to target kids, they might have an incentive to 
discourage kids from smoking. 

Now, we understand that most public health advocates are unaccustomed to thinking in 
these terms. Some have the view, for instance, that smoking should be prohibited, or that the 
concept of safe cigarettes is oxymoronic. Part of what influences them, however, is the widely 
held perception that nothing that cigarette manufacturers ever do or say can be tmsted. Our 
argument here is that the reason that cigarette manufacturers lack credibility is because they have 
never been required to pay for the costs that their products cause. They have never, in other 



words, had to put their money where their mouth is. If, however, an incentive-based regime were 
implemented, the market would become the friend, not the enemy ofpublic health. 

Finally, you might be interested to know what the costs are that we believe cigarette 
manufacturers would need to pay for if an incentive-based regulation were adopted. Kyle and I 
spend a lot of time in the paper calculating the per pack ill-health costs of cigarettes. As Table B 
in our portion ofthe handouts indicates, we estimate that the costs that cigarette manufacturers 
should be required to bear is, on average, around $7.00 per pack. As you can see in that table, 
some other economists have very different bottom lines than ours. Those economists conclude 
that manufacturers should have to bear few if any of the ill-health costs associated with cigarettes, 
because they conclude that there are no significant market failures in the cigarette market. A 
significant portion of our paper is dedicated to rebutting their arguments and showing why the 
market does fail and why, therefore, some form of regulation should be adopted. As high as 
$7.00 per pack may sound, we explain in the paper why it probably significantly understates the 
total per pack costs of smoking. On the other hand, we should also note that we are pretty 
confident that the per pack costs of cigarettes would likely come down significantly over time, 
inasmuch as the market creates an incentive for manufacturers to manufacturer safe cigarettes. 

In sum, we think the case for regulation of the cigarette industry is extremely strong. Kyle 
will now discuss our views on how best to regulate that industry. 
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Introduction 

I will describe in very general terms the range of regulatory approaches to dealing with the 
market failures in the cigarette context, and I will summarize our argument for preferring one 
regulatory approach to the others. Finally, 1 will argue that the proposed tobacco settlement 
agreement chooses the wrong mix of types of regulation. 

It will be usefijl to describe the range of regulatory approaches as three points along a 
continuum. 

Command Performance Incentive 
and > Based > Based 
Control 

The type of regulation that Jon described - incentive-based regulation ~ lies at one end ofthe 
continuum, and I will return to it shortly. But I will begin at the other end of the continuum and 
discuss what regulators and regulatory scholars call "command-and-control" regulation. 

Under command-and-control regulation, sometimes called "input regulation," the 
regulator imposes specific requirements on the regulated firm. Essentially, with such regulation, 
the regulator ~ Congress or an agency ~ tells the regulated party how specifically to mn some 
part of its business. For example, with the regulation of pollution, the regulator might prescribe 
specific steps that must be taken, specific technologies that must be employed, by manufacturers 
to reduce the level of pollution being emitted into the environment by the manufacturers' 
smokestacks. There are also many examples of command-and-control regulation in the tobacco 
settlement agreement. One of them, for example, provides that the FDA would have the authority 
to mandate "less hazardous tobacco products" if "technically feasible" and after following the 
normal mle-making process. In addition, the warning requirements and the advertising 
restrictions that the agreement would impose on manufacturers can also be understood as types of 
command-and-control regulation. 

Under "performance-based regulation," by contrast, which falls somewhere between 
command-and-control and incentive-based regulation, the regulator gives manufacturers a target 
of some sort that the manufacturers are expected to meet. That target is sometimes called a 
"performance standard." The regulator leaves the manufacturers, however, to decide how best to 
reach that target. A performance standard, for example, might be a maximum quantity of 
pollution that a firm is allowed to emit from its smokestack. Under such a standard, the regulator 
would not specify the means by which the manufacturers must achieve that target. That decision 
would be left to the manufacturer. Failure to reach the target, however, would result in a fine or 
additional regulation. 

In the tobacco settlement agreement, there are several performance-based standards. To 
name just one example, the agreement's "look-back" provision would set target levels of 



underage smoking that the industry would be expected to meet or else face a fine. 

Scholars and policy makers tend to prefer performance-based regulation to command-and-
control regulation. One alleged advantage of performance-based regulation is that it can create 
incentives for manufacturers to choose the best technology for achieving a particular regulatory 
target; and it gives them an incentive over time to develop better technologies. To put the point 
slightly differently, performance-based regulation, when compared to command-and-control 
regulation, reflects a greater degree of humility and skepticism with regard to how much the 
regulator can be expected to know about the cutting-edge technology in a given industry. So, for 
example, under performance-based regulation, if installing smokestack scmbbers is the best way 
to achieve the regulator's pollution targets, the manufacturers will install scmbbers. If, however, 
some other approach - such as, say, using a different quality of coal in the production process ~ 
would be a more cost-effective means of achieving the same goal, the manufacturer would have 
the flexibility to do that. 

Jon and I agree with the assumption that, in the cigarette context, manufacturers generally 
can be expected to have better information on these sorts of questions than a regulator will. A 
strong argument can be made, however, that fully effective performance-based regulation requires 
the regulator to have all of the same information and cutting-edge expertise as command-and-
control regulation requires. This is a complicated argument, which is spelled out in our paper. I 
don't have the time to review the argument here, but the core of it is suggested in the following 
question: How is the performance-based regulator supposed to choose the target level of 
performance? For instance, how is the EPA supposed to know how much pollution should be 
allowed? Or how is the FDA to know how many carcinogens (or what level of nicotine) to 
permit in cigarettes? Note the similarities between those questions and the questions that the 
command-and-control regulator has to ask. 

Here I will simply make an assertion (which is defended at some length in the paper): 
choosing the appropriate performance standard requires just as much information as command-
and-control regulation requires. 

All of this is not to say that there are no advantages of performance-based regulation over 
command-and-control regulation. If there is a performance standard or target that is assumed to 
be desirable, performance-based regulation can be superior to command-and-control regulation as 
a means of achieving that standard, for the reason already described ~ manufacturers have better 
information. In addition, if we know what the target standard is, then enforcement of such a 
standard is relatively easy (because of the ease of monitoring compliance) compared to 
enforcement of command-and-control regulation, where the regulator must constantly defer to the 
informational advantage of the manufacturer. 

Now consider the opposite end of the continuum ~ incentive-based regulation. That is 
what Jon described in his example: Manufacturers are forced to pay the total costs of their 
activities, which leaves the manufacturers to decide what to do about those costs, if anything. So 
incentive-based regulation does not, in any way, tell manufacturers how to mn their business (as 



command-and-control regulation does). Nor does it require the regulator to choose the ideal 
regulatory target (as performance-based regulation does). It simply makes the industry pay its 
costs, and lets the market sort things out. Which the market would do. Once manufacturers have 
intemalized those costs, competition among manufacturers would lead to safer cigarettes and 
reduced levels of smoking. 

In sum, incentive-based regulation is generally superior to performance-based and 
command-and-control regulation because it can achieve those goals by relying on manufacturers, 
instead of on the regulators, to have the relevant information and to do the relevant cost-benefit 
analysis. 

As we tum our focus to incentive-based regulation, consider one additional distinction 
between our analysis and that of the economists working in this area. To illustrate this distinction, 
however, I will need to introduce a bit more jargon and to draw a distinction between "ex ante" 
and "ex post" incentive-based regulation. Under ex post incentive-based regulation, the regulator 
waits until after the harm occurs and then imposes the costs of that harm on the particular 
manufacturer responsible for it. Thus the manufacturer, in making its initial production decisions, 
will anticipate the possibility of such ex post liability and will take into account the expected value 
of those liability costs. That is the cost internalization that Jon talked about. Under current law, 
we have a form of ex post incentive-based regulation: Tort law or products liability law. Tort 
plaintiffs who suffer harm caused by a product bring a lawsuit against the product manufacturer. 
A court (jury or judge) then determines the amount of harm that the product caused the plaintiff 
and forces the manufacturer to pay that amount to the plaintiff 

Ex ante incentive-based regulation, on the other hand, tries to impose those same accident 
cost on manufacturers before the harms happen. The typical example of this type of regulation is 
a tax imposed on cigarettes that reflects the average per-pack external costs of cigarettes. What is 
interesting is that the excise tax seems to be the preferred form of regulation among most 
economists. Indeed, among the economists writing about cigarettes, it seems to be the only 
regulatory tool that is given serious consideration. Why do economists have this preference for 
excise taxes? It is because a tax supposedly requires less information on the part ofthe regulator 
than command-and-control or performance-based regulation does: Again, the idea is that the 
regulator can just measure harm and impose it on the manufacturer. 

There are two general reasons why we disagree with economists about the efficiency 
advantages of excise taxes over the other systems, particulariy in the cigarette context. First, it is 
very difficult to determine what the precise level of tax ought to be before the harm ever occurs. 
In fact, it probably requires all the same information that is required by fijlly effective command-
and-control and performance-based regulation. (The argument to support that assertion can be 
found in our Article.) 

Our second response requires a bit more explanation here, because understanding this 
point is necessary to understanding our critique of the settlement agreement, and it is a point that 
seems to have been missed by virtually everyone (even the most sophisticated policy analysts). 



We call it the "unraveling" problem or the "averaging" problem. It stems from the fact that an 
excise tax, as economists understand it, is based on average costs or is fixed in amount. Such a 
tax does not produce incentives to make safer cigarettes. To the contrary, it creates incentives 
not to. 

To see that point, let's return to the example Jon introduced. But let's assume that, 
instead of one manufacturer, there are ten, each with one brand of cigarette and each with 10 
percent of market share. Now suppose that the average tax imposed on manufacturers was 
$2.00/pack, because that is the average health-costs they cause. The question is, under a tax that 
is based on average extemal costs, would manufacturers have an incentive to invest optimally in 
safety. The answer is no. Indeed, under such a regime each manufacturer would have a strong 
incentive to avoid making safety investments. This can be seen in our example: 

$2.00 basic costs 
$2.00 tax costs (average health costs) 
$4.00 total costs 

Now again suppose that for $1.50 an individual manufacturer could prevent the $2.00 of health 
costs that its product causes. That manufacturer would not invest in preventing those liability 
costs, because the liability costs it faces are basically fixed. In fact, in our example, the most tax-
reduction benefit that a manufacturer can ever get from making safe cigarettes is 20 cents. $2.00 
in health costs and 10 percent market share will always yield 20 cents in tax reduction. Thus, the 
manufacturer would only do so if the cost of prevention were less than 20 cents. And this 
outcome holds tme irrespective of what the other manufacturers do. 

Moreover, each manufacturer has a very strong disincentive to make such health-cost-
prevention investments for the following reason. If any manufacturer makes the investment, and 
one or more ofthe others do not, then the manufacturer who made the investment would lose 
business. Go back to the example. If one manufacturer made the safety-improving investment, 
but none ofthe other nine companies did, that would reduce the tax to everyone in the industry to 
$1.80 per pack.' Thus, the new per-pack cost stmctures faced by the company which made the 
investment (A) and each of that company's competitors (B) would look like this: 

^ Why? Just do the math: 9 companies with $2 health costs each; and one company with 
none. Thus it would be $18 averaged over all 10 companies, leaving $1.80 per pack. 



(A) (B) 

$2.00 basic costs $2.00 basic costs 
$ 1.80 tax costs (new average) $1.80 tax costs 
$1.50 prevenfion costs 
$5.30 total per pack costs $3.80 total per pack costs 

As a result, (A) would have to charge $5.30 per pack for its cigarettes, while the other 
manufacturers would be able to charge $3.80 per pack. (A) therefore goes out of business. 
Because all manufacturers ex ante see that this will happen to them if they invest in reducing the 
health risks of their cigarettes, no manufacturer would have an incentive to make such 
investments. And consequently, in our example, smoking-related health costs (and hence the 
excise tax) would remain at $2 per pack. 

This is an extremely simple example. But economists have found that the result applies in 
numerous settings. Russell Hardin called this the problem of the tragedy of the commons. What 
is the solufion? 

One solution, of course, would be command-and-control regulafion. Simply tell all ofthe 
manufacturers what safety investments to make and then monitor them to be sure that they do it. 
But if one thinks that command-and-control regulation is generally undesirable, and one prefers to 
rely more on the market and less on the regulator, one might choose some form of ex post 
incentive-based regulation, such as product's liability law, which forces each manufacturer to 
intemalize the expected accident costs associated with that manufacturer's brand of cigarettes. 

Under a products liability regime, in our example, if an individual manufacturer made the 
$1.50 per pack safety-enhancing investment, that company's own liability costs would drop by $2 
per pack, regardless of what the other manufacturers did. Thus, all the manufacturers in the 
example would have an incentive to make the safety-enhancing investment. 

Products liability law and tort law more generally are currently not the most popular tools 
for altering incentives. For whatever reason, many people simply do not tmst juries to make the 
necessary determinations; and many also feel that tort law, compared to some other systems of 
injury compensation, is too costly to administer. If that is a concem, an alternative would be 
something like workers' compensation. We could call it smokers' compensation. Under 
smokers' comp, a claimant would bring their claim of smoking-caused harm to a fact finder 
(agency, administrative law court, or expert panel, but not a lay jury) who would attempt to 
determine the extent to which the manufacturer of the cigarettes consumed by the claimant should 
be forced to pay for the claimant's harms. The only factual question for the regulator would be 
causation. Ajid once causation was determined, based on the best available scientific data 
regarding the link between cigarettes and various health conditions, the regulator would determine 
the manufacturer's level of payment by referring to a prescribed schedule of damages. 



That is the outline of our argument for ex post incentive-based regulation of cigarette 
risks. Now let's take a moment to locate the proposed tobacco settlement agreement on the 
regulatory continuum we have identified. What we see is that the agreement is loaded with 
command-and-control provisions, sprinkled with severely limited performance-based provisions, 
and virtually devoid of incenfive-based provisions. 

Starting with the last first, the agreement dramatically reduces effect of products liability 
law and does not provide any effective replacement in terms of an ex post incentive-based 
approach. Examples of provisions affecting tort law include the elimination of punitives for past 
conduct and the elimination of class action lawsuits. Some say those and other such changes 
substantially reduce the likelihood that any tort suits will be brought, much less won, against the 
industry. (See remarks at this conference of Alan Morrison.) 

In any event, whatever is left of tort law in the cigarette context will be largely ineffective 
in producing safer cigarettes because of the unraveling problem. All ofthe payments that the 
industry must make under the agreement are either based on market share or are fixed. Thus the 
plan contains no link between brand-specific harms and a given manufacturer's payments. 

In addition, the agreement adopts numerous elements of command-and-control regulation. 
As I emphasized eartier, command-and-control is likely the least effective form of regulation, for 
two general reasons. First, it requires the regulator to have an enormous amount of information 
about the product, which information the regulator must inevitably rely on the industry to provide. 
Second, because the industry is the source of the regulator's information, it becomes relatively 
easy for the regulated industry to manipulate the process and avoid really having to internalize the 
costs of their actions. 

The agreement also contains some performance-based regulation. But where 
performance-based regulation is used, there are substantial loopholes or the penalty amounts for 
failure to meet the standards are too low. (See Professor Jeffrey Harris's remarks at this 
conference.) In addition, the same unraveling problem that plagues the other payments under the 
agreement would also plague the penalties imposed by the performance-based provisions in the 
agreement. 

Conclusion 

It is worth reemphasizing that the mix of regulatory regimes chosen by the settlement 
agreement ~ lots of command-and-control; some qualified performance-based; and virtually zero 
incentive-based regulation ~ is precisely the reverse of what we would recommend. Moreover, it 
is worth noting that the choice of that mix of regulatory regimes was probably not an accident. 
This is because the mix of regulatory methods selected by the agreement, although precisely the 
opposite ofthe mix that would be in the public interest, is entirely consistent with the interests of 
the tobacco industry. The tobacco companies almost certainly prefer command-and-control 
regulation and performance-based regulation to ex post incentive-based regulation, especially to 
the extent the former include limits on the regulator's authority ~ such as the requirement that 



before the FDA may mandate reduced nicotine levels (or reduced levels of "other harmful 
components") it must first show that such reduction "will result in a significant reduction ofthe 
health risks associated with such products," is "technologically feasible," and "will not result in 
the creation of a significant demand for contraband or other tobacco products that do not meet 
the product safety standard." 

For all of these reasons, we recommend that the proposed agreement either be tossed out 
(and Congress start over from scratch) or substantially revised along the lines argued above. In 
the absence of comprehensive federal legislation in this area, we would recommend that the 
existing products liability system be used to create the necessary incentives to improve cigarette 
safety and to ensure that the prices of cigarettes reflect their full social costs. 
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General Discussion and Conclusion 5:05 - 6:00 



July, 1997 

Dear: 

I am writing to invite you (or a member of your staff) to a day-long conference on the 
issue ofthe proposed national tobacco settlement. The conference, entitled "Should Tort Law Be 
on the Table?," will take place at Harvard Law School, on July 31, 1997. 

The conference is motivated by two striking features of the setfiement negotiations and 
their aftermath. First, probably because of the secrecy and urgent pace of the negotiations, legal 
theorists and policy-oriented scholars have had little or no opportunity to weigh in on the matter. 
Second, perhaps reflecting the general anti-tort and anti-plaintiff-lawyer sentiment in this country, 
very litfle attention has been devoted to considering the implications of the setflement's tort law 
restrictions. The primary purpose of this symposium is to begin a balanced discussion of those 
implications, while there is still time. 

Speakers will include some of the key players on both sides of the settlement negotiations, 
lawyers involved in related tobacco litigation, and policy-oriented academics with a demonstrated 
interest in the topic. Speakers will address the following sorts of questions: 

»• Is it appropriate to modify tort law and civil procedure for the benefit ofa single 
industry? 
To what extent does the proposal discourage tort suits? 

»• Does the settlement go too far or not far enough in abrogating tort law? 
How, if at all, are tort goals different from "public health goals?" 
Are the goals of tort law being served by the agreement? 

• If not, how might the proposal be amended to preserve tort law or to ensure that its 
goals are fulfilled? 
Who will end up paying for the settlement, and, from a tort law perspective, who 
should? 

»• What effect might the settlement have on the fijture of tort law as applied to other 
products? 

The agenda is still being worked out, but it is very likely that there will be at least one 
round-table discussion among practitioners and a half dozen presentations by legal, economic, and 
policy-oriented scholars. Following the round table discussion and the presentations there will also 
be question-and-answer sessions in which speakers take questions from the audience. 



Unfortunately, there is not adequate funding to pay for anyone's travel expenses. Sfill, I 
very much hope that you wll attend and participate in what I expect will be an illuminating and 
important conference. 

A block of rooms'is being held for the Tobacco Conference participants until Monday, 
July 21 at The Sheraton'Commander Hotel (800/535-5007 or 617/547-4800). There are other 
hotels in the area including The Charies Hotel (617/864-1200), The Inn at Harvard (617/491-
2222), and The Double Tree Guest Suites (617/783-0090). 

Please let me know whether you would like to attend by returning the enclosed form or by 
contacting Carol Igoe by phone (617-495-4863) or by e-mail (cigoe@law.harvard.edu) by July 
23, 1997. Please be sure that your reply contains all the information asked for on the attached 
reply form. 

Thank you very much for your consideration. 

Sincerely, 

Jon Hanson 
Professor of Law 



igd4390T"TXT '̂ 1,̂ "̂'7„V"'"Z.." " Z„ZZZ. '"^.^11'".^"^""^'^^ '" ' " " r i " ' " " " Z r ' ' "page 2; 

help support a global electronic clearinghouse and communications network to standardize, 
strengthen and facilitate the global exchange of tobacco-related information. Funds might also 
be employed to assist countries to participate in developing an International Framework 
Convention as recommended in May 1996 by the World Health Assembly. 

In addition to international cooperative efforts and technical assistance, funds can be made 
available to conduct international research on tobacco policy, prevention effectiveness of 
developing country tobacco interventions, economic cost-benefits, health risks and outcomes, 
and macro-effects of tobacco agriculture and production. Official inter-governmental efforts 
should complement and be coordinated with those undertaken by non-governmental 
organizations (NGOs). There are many medical organizations (e.g., the American Cancer 
Society and the American Medical Associafion) as well as other NGOs (including the Nafional 
Center for Tobacco-Free Kids, the Center for Communications, Health and the Environment and 
the Advocacy Institute) active in tobacco control and which could substantially increase their 
intemational contributions if additional funding were available. Indeed, fiinds could be 
employed as seed money for a new global coordinating mechanism for NGO tobacco control 
activities in the field. 

Creation of an international fund would be integral to implementing a global tobacco control 
strategy. An initial fund of $50 million has been suggested. This would be increased as 
capacity and knowledge to conduct more aggressive and effective programs increases. In 
addition to stimulating, supporting and helping to implement tobacco control prevention 
activities, particularly in developing countries, and fiinding international capacity building, funds 
could be used to increase U.S. domestic capacity, including developing international tobacco 
control policies that are consistent with domestic tobacco control policies and training USG 
Foreign, Commercial and Agricultural Service employees stationed abroad regarding tobacco use 
and its adverse health effects. 

Although HHS would continue as the USG focal point for international health issues related to 
tobacco, cooperation with the Departments of State, Commerce, Agriculture, Treasury and the 
USTR will be essential to ensure proper coordination in the development and implementation of 
comprehensive and science-based tobacco control policies. Representatives of these agencies 
would have a policy advisory role to ensure that fund resources are appropriately allocated in 
pursuit of global objecfives. 



I i Thomas L. Freedman 
C ' ' 09/10/97 03:51:42 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

cc: Mary L. Smith/OPD/EOP 
Subject: Re: International tobacco 

Paul's out, but he is telling international tobacco people that I'm writing you something. 

In case you want them, here are three principles that can be gleaned by the international group's 
work. 

1. Consistent wi th international trade, current and future Clinton Administration 
policy is to not interfere with foreign country's health efforts, but that American 

products should not receive unfair treatment based simply on the fact it is 
American. 

2. We should make the efforts of our embassies etc. consistent wi th our 
domestic program. No efforts to increase the overall consumption of tobacco 

products. 

3. We should participate in a global effort to share US expertise in the field of 
health and tobacco. NEC informally has endorsed the idea of greater 

participation. HHS has a $50 million suggested program and Summers would like to 
use the $50 million tunneled through various international institutions. Currently, only 
a small amount of money, perhaps a million dollars, is devoted to this problem. 

Did you see the Times editorial today on the issue? 

Regards, Tom 



DRAFT SPENDING OPTIONS FOR THE TOBACCO SETTLEMENT 

OPTION COSTrfR 
($ billions) 

RATIONALE & LINK TO TOBACCO 

RESEARpH • 

Double Tobacco-
Related Research 

1.3 Contributes to finding treatments and cures for tobacco-related 
illnesses. Supplements the significant increase in base 
package. 

21st Century Trust 
Fund 

2 to 3 Builds overall research infrastructure and funds a broad range 
of biomedical research. 

PUBLIC HEALTH 

Children's public 
health 

0.2 to 0.4 Complements the Settlement's and the Administration's focus 
on children with programs like school-based health education & 
expanded prenatal care through Health Start or CHCs. 

Tobacco-related 
Illness initiatives 

0.2 to 0.4 Funds prevention programs for tobacco-related illnesses like 
cardiovascular disease and cancer; or expand substance abuse 
programs since it is linked with tobacco use. 

COVERAGE 

Pre-Medicare 
Buy-In 

2 to 4 or 
more 

Allows groups of people under age 65 to buy into Medicare 
since long-term smokers usually face barriers to buying 
insurance and are more likely to have illnesses that make them 
uninsurable. 

Workers Changing 
Jobs 

2 to 3 Makes insurance affordable as well as accessible through 
premium assistance. Job change is the most common reason 
why people lose health coverage. 

Medicaid 
Children's 
Outreach 

0.5 to 1 Gives states a higher Medicaid matching rate for enrolling 
uninsured children already eligible. Consistent with the 
Settlement intent to fund children's health coverage. 

iiilillB^^^ 'tMsSmSMSMmM 
Farmers' 
^Compensation 

0 

0.1 to 0.2 

No-cost option: Tobacco industry agrees to purchasinq 
minimums from domestic farmers. 
Cost option: Subsidizes farmers and communities to offset 
losses due to lower consumption. 

International 
tobacco programs 

0.05 to 0.1 Doubles World Health Organization tobacco control efforts. 

FDA enforcement 0.1 Supplement funds in the Settiement to improve FDA efforts. 

Child care 
initiatives 

0.5 to 2 Complements the Settlement's and the Administration's focus 
on children through potential initiatives in the child care area 
(not yet specified). 

Congressional 
set-aside 

? Sets aside a certain amount of funding for Congressional 
priorities, which could improve the likelihood of passage. 

Budget offsets 2 to 5 Offsets the potential reductions in Federal & state tobacco tax 
revenue & possible increases in Medicaid costs. 



- m Jerold R. Mande 

' ^ ' l 06/26/97 11:19:14 AM 

Record Type: Record 

To: Thomas L. Freedman/OPD/EOP, Mary L. Smith/OPD/EOP 

cc: Paul J. Weinstein Jr./OPD/EOP 
Subject: FYI.j_i_Tobacco/Farmer Article 

Farmej^r 'Voik rriove 
D isas f t rous^^acco^ea l highlights leadership void 

Lexington Herald-Leader 
Thursday, June 26, 1997 

Sucker punched, Kentucky farmers are reeling from a blow that was 
all the more debilitating because it came from a supposed member 
of "the tobacco family." 

In the deal to make their legal exposure go away, cigarette 
companies abandoned positions that farmers and their 
congressional representatives had long defended for the 
companies. 

The $368 billion settlement includes payments for 
"smoking-cessation a ids" but not a penny to help rural 
communities break their economic addiction to tobacco. 

The exclusion of farmers is probably ail the reason Kentucky's 
congressional delegation will need to try to thwart the 
sett lement. 

But what should farmers be demanding from the deal? And who 
speaks for rural Kentucky? 

These are not rhetorical questions. Kentucky agriculture faces a 
crisis of leadership. Against the settlement backdrop, the vacuum 
stands out like a full moon on a clear night. 

Does Gov. Paul Patton speak for agriculture? His idea of rural 
economic development is a new factory in every county. Kentucky's 
elected agriculture commissioner's vision ends at the next 
election. 

The Kentucky Farm Bureau historically has taken cues from Philip 
Morris, which now has thrown in wi th smoking's enemies to protect 
a company that minimized its dependence on tobacco, through diversification, long ago. 

Of the major farm organizations, the Burley Tobacco Growers 



Cooperative Association has shown the most vision, but its 
leadership is dominated by older farmers and large landowners. 

It's the younger generation of farmers whose future is on the 
line. Who speaks for them? 

The Community Farm Alliance is too small to command much 
attention. The University of Kentucky has the same problems as 
the Farm Bureau and burley co-op. 

Several ideas are floating around for what rural communities 
should seek from the settlement. 

One school of thought wants to preserve the status quo by 
requiring the companies to keep paying tobacco farmers 
indefinitely. 

Others see this as a chance to let farmers cash out of the 
troubling business of growing tobacco through a quota buyout. 

Still others see a golden opportunity to extract a healthy down 
payment on a post-tobacco future. 

There's considerable overlap among all three viewpoints. But can 
anyone say wi th any authority what the Kentuckians wi th the most 
at stake want from the settlement? We doubt it, but someone 
should start listening and speaking up. 

Because you can stand stricken at the crossroads for only so long 
before becoming road kill. 

Copyright (c)1997 Lexington Herald-Leader and may not be 
republished, retransmitted or reused without wri t ten permission. 
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J2inton Panel 
Likely to Bless 
Tohacco Deal 

By JEFIKEV TAYIOI! 
And Hiuutv SKUT i 

Sl«// R«porlrr. ofTHT. W A U . S T . I B T J<IU»NAI. 

WASHINGTON - The Clinton adminis­
traUon task lorce reviewing the landmark 
tobacco setUement probably will recom-
merid that Uie president embrace ttie deal, 
so lonj as It includes tougher penalues Ior 
cigarette companies, greaur govemment 
auUiority to regulate nlcoUne and several 
oUier smaller changes. 

Hoping to linlsh Uieir review ot the 
proposed S368.5 billion setUement next 
raonlti'.olliclals have narrowed Uieir de­
mands to two majoi- areas: heeling up 
provisions asserting the Food and Drug 
Administration's ability to regulate nico­
tine and tlrcnKthcnini; Ihi' |)<'n;ilt»-s 1" 
bacco companies would pay il smok­
ing by the young doesn't lall to uirgeted . 
levels. The task lorce also will probably 
oflcr explicit recommendaUons Ior how Uie 
money should be spent, including calling 
(or tobacco farmers to receive some com­
pensation tor anticipated reduction in de­
mand for their crop. Moreover. Uie group • 
may push cigarette companies to tum over 
more documeni? Uian Uie current setUe-
ment requires. 

Officials cautioned that they arent 
finished with their review and stressed 
Uiat President Clinton will make the final 
decision on whether to support the settle-, 
ment. which was negutialed-by stale attor­
neys general, representatives ot public-
healUi groups and Philip Morris Cos.. RJB 
Nabisco Holdings Corp. and B.A.T Indus-
frlesPLC. ..... 

The tobacco companies negoualed uie 
deal to setHe dotens of lawsuits filed by 
states to recover Medicaid costs for smok­
ing-related illnesses. . • 

Vice .President Al Gore Is said to be 
skepUcal ot the settlement and unsure lhat 
the lobacco industry can be UTisted to hold 
up its end ol Uie agreement. Nevertheless, 
oltlcials said Uiat even Mr. Gore isn't 
arguing that the selUement should be 
abandoned. 

In one ol the clearest signs that a 
deal Is possible. administraUon otticlals 
said Uiey probably can accept one ol the 
tobacco lndusU7'5 most important priori-
Ues - a provision barring smokers' law­
suits seeking punitive damages Ior the 
Industry's past behavior. 

It isn't dear whether the Industty will 
tight the changes the administtation plans 
to seek. At a briefing with reporters last 
week; two tobacco-Industry representa­
tives said Uiey were willing to consider 
changes In Uie FDA provisions; but Uiey 
defended the setUement's Uiree prerequi­
sites tor any enforced reduction ot nlco­
Une: that such an acUon be proved to 
reduce health risks. Uiat It be technically 
feasible and that It not lead to a Prohibi-

Please Tun to Page A!6. Column 1 

Omtimuil From Paiit A3 
Uon-ttyle black market In liigh-nlcoUne 
cigarettes. . 

President Clinton already has said Uut 
the . black-market point is unacceptable. 
AdministraUon oltlcials said Uiey plan to 
Insist on legislaUon Uiat sttongly allmns 
Uie FDA's power to regulate dgarettes 
wlUi a dear and explidt descripUon ot Uie 
agency's auUiority over nlcoUne. 
Tbe Teen-Smoking Campaign 

The administtation also Is concemed 
about parts ot the setUciheni thai spell out 
penalUes Uie Industty would have to pay 
if smoking among teenagers isii't sharply 
reduced. The selUement prescribes a i 
schedule ot reducUons. starting wiUi 30% , 
alter live years and growing to 50% in 
seven years and 60% in 10 years. Tobacco 
companies would have to pay tines of as : 
much as Sibillion a year 11 Uiey tall to meet 
Uiese targets but could deduct such pay­
ments trom Uieir taxes and. could peU-
Uon to t t l ' m of Uielrjnoney back It Uiey 
prove Uiey pursued all "reasonably avail­
able measures" to reduce youUi smoking. 

The administration plans a substanUal 
reworking ot the youth-smoklhg penalties, 
ortii ials pnilwlily will innisl im ellmlnal-
ing Uie uix deduction und m ŷ prohibit or 
sharply restrict ibi industty's ability to 
apply for refunds. The administration also 
probably will require that those penalUes 
be assessed on a companyby-company 
basis, as was recommended by an anti-
smoking task force headed by former FDA 
commissioner David Kessler and former 
surgeon general C. Everett Koop. « also 
may diange the method used to calculate 
Uie fines to be sure Uiey are substanUal. 

While lobacco companies won't neces­
sarily agree with all these changes, the two 
industty representaUves said last week 
that they are open lo discussing different, 
ways lo.striicturc Ihc pcniillics. 

Ttie industty. delegates seemed, con­
vinced that they were entitled to deduct 
trom taxes the S368.5 billion Uiat Uiey 
would pay under other parts of Ui; leule-
ment. arguing Uiat all existing legal 
precedents support allowing such a deduc­
tion as an ordinary btisiness expense. The 
Clinton admlnisttaUon appears likely to 
leave Uils deducUon Intact but to argue 
Uiat the youUi-smoking penalUes are dif­
ferent and can't be deducted̂  

The admUiisttaUon also may seek to 
force the industry'to release thousands 
of pages ot documents that ottldals believe 
might help In Uie effon u> undenumd how 
to reduce the dangers of smokliig. Mem­
bers ot the Senate Judidary Committee, 
including Democrat PaWck Leahy ot Ver­
mont, and Minnesota Attomey General 
Hubert Humphrey m arguft U>al dgarette 
companies shouldn't be given Immunity 
(rom civil liability for punlUve damages 
unUl Uiey have released any Incrimi-
naUng documents. 
Potentla] Demand for Doamients 

The tobacco Industry's representaUves 
said last week Uiat they are willing u> 
establish procedures for the dlsdosiire of 
many documenu but stated Uiat Uiey see 
no way to do so wlUiout immunity trom 
puniUve damages for past misconduct. 

The administration wUI suggest clarifi­
cations In parts of the agreement It re­
gards as vague, such as how Uie money tor 
a S23 billion "research fund" will be spent. 
The administraUon also will propose 
changes to some "technical" ospecU of the 
settlement, induding Uiose that spell out 
Uie sweeping advertising and markeUng 
resttictions that would eliminate charac­
ters such as the Marlboro Man. prohibit 
placement ut cigarette brands In movies 
and require such boldface wamings on 
cigarette packs as "Smoking Can Kill 
You.'' 

,—TEii iwi in inrc .U; l« t«J^ 

' ""'toiarately, DempoaUe Sen. ^ 

XiliSSation ^^J^.^^Z^ 

. auons bUl It approved laat w««a<J" 
I MlSSitSleadriil*«Jd t h a t " n ^ 
' lh. M t ol the money lor a lood-«aIety 

' wcSld yield enough money lor tobacco 
, enforcement _^^„o«<ritattd 

to tUs artide. 

L^ow Says PhUip Morris 
PaidSomeUggettlawBills j 

MIAMI (AP)-PUl* Monto CM., tte 
nation's biggest dgarette^mato. laU 
Liggett Group's legal bill, tor tn^ths In 
an attempt to buy Its 
dangers of smoking, a lawyer ehaijed. 

Stanley BosenbUtt, an attorney lor 
(Urtt attendants suing tte tobacco Indus-
„ tor sTbUhon be6a«is«.oI UUiesses ttey 
bime on smoky-cahlh'-alr̂ made the 
aa i f t during testimony by UstOi 
owner Bennett UBow: ^, 

PhUlp Morris "didn't pay hlJ bUto out 
o( tte goodnesa ot ttelr-heait. Mr. 
Bosenblatt lald. "Tbat was a means of., 
buying bto sUence and his cooperation BO 
he would not he a spokesman tor tte 

"'"'^^''L^SteitUied mat PhlUp Moms 
tgnei to pay JW million a year of Ids 

legal bills whUej^rettought 
hli BoslUon on smoking and healtt. 

iTMaith 1996, Uggett. a unit ol 
BTO*. Gnmp'Ltd.. became the Dist 
tobacco company to brtalt nn laa i^ 
adtnowledge ttat dgarettes an addic­
Uve and cause cancer. 

PhlUp Morris declined to comment 
yesterday. But prevloiiily the compaw 
las said It paid Uggett'i legal lees to 
allow tte smaller tobacco nnn to present 

Morris made tte ofler tt late 1995 and 
canceled It alter five or sir montts. 
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p ^ e r Testifies Clgarenes Are Addictive 
KoBy Myron Levin (c) 1997, Los Angeles Times 

îCmavCTick tobacco company. Uggett Group owner Bennett S. 
^wSfjSonday'at.landmarksecondh.^^ 

~S«usecancer.heartdise.s^ , 

l S w ; v ^ ^ S r ^ i n M a n : h . h e n h e a c ^ w l e d g ^ ^ 
thtSr«o?smoking as part ofaleg.1 settlement, said he w« 

ofLiggett'shistory-maldngstep. . i . ..M-w^'ddDit 
"believeweabsoliitelydidtherightthmg."hesaid. Weddoit 

'^^^argestcigaret.em.l:erwi.hab^^ 
t i^^^keLmade pMce in large part to avoid bemg cnished by legal 
^ i ^ B ^ C o l t y ' c i r c u i t C ^ ^ ^ ^ 
hear that Liggetfs admissions were part of a legal setUement. as 

opposed to a irimple tiange cf he«t 
LeBow chainnan of Liggett ovraerBrooKeuTOuiJi- . . , 

t h a S S l e ^ P b i l i P » ' ^ ^ " ^ ^ ' ^ ^ ^ - ^ l * te^ ASSsTawyerdescribedthisasanattemptto buyhs 
( ^ w ' s ) sUence.' bti he said it without the jtuy. present _ _ 

w ^ e d on behalf of airline flight «tta«lants >*bo da^ to 

- ŝ^̂:̂iu?tSSrSieg.gĥ^̂^ 
^ S ^ ^ K c i u e s t i o n e d L e ^ ^ v o i d ^ ^ ^ 
iu^rtnisct»ssionoftobaccosetUements.whichJtidgeRobrt^^ 

, hour on the witness stand but talked for no moie than 10 or 15. 

I^'s^onywasinterntptedbyabarrageof 
r^STnuiietous sidebar conferences with the judge â ^̂ ^ 
l^Scebeingsentoutofcourtsothelawyerscoulddebate 

•^SSST-adeamist^^einobiectingconsUnU^^ 
Gai?£?atob^analystwi.hSanfordBansteu. ^ 

"Syt̂rSpSrcTor̂^̂^̂  
. bi5Lr^taemLts:Liggett'sdealinMarchwttha^^^^^^^ 

: fo?StingsU^lawsuits««lmostprivateclass.ot.or^ 

i Apartfromavastdifferenceinnwney.acn^ialtUsti^^ 
Uif^^«ttlementsisthatUggettagreedto«l^ut.heh^o^^ , 

i court cases. „ . ^̂ ê of the matters not setUed. the 

i "h^ S y X the six jurors to careftilly consider the evidence. 
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• W devei( 
vate u 

B . » U l l « . n . » «f Two Eeo.omto ( S u . i ^ » ) By 

iSb«chwearfor.heirfirstva=ationsinyears.&^^ 

So Sgger show,x>oms. loolcutg to r^l-^^ "-^ ^^^^^ 

s ^ w l umbrellas. There, forlorn-looking women peddle gurn̂  
r « f * ^ ^ i B ^ and cheap brandy to the few passet*y who ^ 
a f e d t ^ r S l ^ n o t here working 12 hours a day.; seven days a 
SSldr«don'teaCsaidMiraKujaca.whon>rel^^ 

home more than $3 a day. u..,.,--, 

Fedenition'. economy isreî unding with infi«oa^ 
S S . mini-«ate. calledRepublika Sipd* unuied mthe 

• 'S fSKS^ 'e 'ha l t in f igh t ing - .he fede ra t ionga^ 

2 S . K S y i n . t e « « ^ ; ^ J ^ S ; ^ t ^ ^ ^ 

Sft«Isl«toriesa«rcvivingandaverage.wageshavetnpledto 

•SJJJSi'^tboughlessd^nag^Jbythewar^^^^ 
J S ^ t S a U a ^ f i - m l a n d . remains destitute. Eight m - \ 
£a«S^averagemonthlywageis$40«idneverp«dcB 

S S \ v o t t e s l e . v e « « l i n v e s t o n . ^ y a w ^ - F « ^ ^ ^ :| 
S i n g dozens thiU were dismantled by the Serbs m . 
l^^iSSoutandieassembledTherebsmiplynomoney to 'I 

'^e'SsregisteiedabUp(ofgtowth)earlylastyear.butnow . . 
i J ^ i ^ ^ is gone." saidRoiy O'Sullivan. chief of the World 
S S T S a j e v o . .heBosnian capital: "Tliey havep™^^^ 

.SS^rpointwhetitheyareworaeolfthantheywereattheendof 

• ^ w " ^ diplomats and aid officials, struggling to make Decern̂  
199Sbo« aUtxb work, say the economic gâ  

. ^ c S K ^ ^ S e r b l e a d e r s h i p ' s ^ s ^ t c ^ t o f J ^ ^ 
l̂d.they8ay.andfeedsaperceptipn.bytheMushm-Croa^_ , 

S t i t m ' s sfrengthening anny that its old enemy is weak and 
! S > ^ . - S s j e S o ^ . n ^ « n d o p ^ r t u n ^ ^ . 
aido£Bcialsaid.--Andlhatcanleadbacktowar. ^ 

The accords signed at Dayton. Ohio, were supposed to umte ̂ ^^^^ 
B S S W S^ian. CnjaUan and Muslim enclaves ma jomtiy run 
S^cSTwouldaUowrefugeestoreturnto^^ 
nmtal "ethnic cleansing during the war. btem^^ 
^p j ^ to piy for things such as railroads and bridges that jom 

"Se^'andCroatshaveresistedpartsoftheact^d.^^ 

SSSSSeirSrport .reconnecting..elepho,«^ 
r&th^ShecountryqracceptingacommonBosnianhcense 

'''Se'Seagreemeat.apommoncurrency^^ 
because the Serbs insist on puttingtwo-headed eagles and 

monasteries symbols of their nationalism onthe bills. 
The Serbs are paying for their obstinacy. 
S s S ^ i ^ i i t e L t i o n a l aid targdedunder the Dayton a ^ ^ 

un to $ 1 4bUUon could have gone to their lepubUc. which occupies 
J l K s s than 4 percent of the $1.1 bilUon d^^^^ 
" ^ S o r e i g n d o ^ bypass the Serbs for refusmg to let 
r S ^ T h o m e orto hand over war crimes suspects even though 
S^^.CroatshavenotfullycompUedw,.h.hosepeace 

'^S'^s.lsohurt.hemselveswithmundanefortns.rf^ 
Bv refi^g to Unk their electrical grid with the federation, for 

• SaSTtLy quaUfied for just 20 percent of the $285 milhonm. 
Sffimdsfortheprojectratherthanh^ , 

M ^ y ^ S ^ g g l i n g 10 survive inPaleRepu^ 
c a S abandoned slJajevo when their neighborhoods came under, 
Mushm control as part ofthe Dayton accords. 

Butfeeonce-be îegedcitytheyleflbehmd andmuchofthe , 
f«leration it Bovems looks better by the day. „ „ „ ,. 
' I ^ S S yards fiom Sarajevo's battered fixint Une. 80 M ^ 
and Croats drivai fiom Bosnian Set* territory are woikmg for T u ^ ^ 

rebuilding a high school, their first steady mcome smce ihe 

"̂ About 150 cani ai« imported by Ihe federation each day. many 
driven by their new owners fiom shopping trips to Germany 
Srajevo'sfraffic jams are as bad as before &e war. aggravated by 
four wheel-drive vehicles fiom the Umted Nauons and other. 
S^Lutoringagenciesthatgivedirectemployme^^^ 

to hundreds ofBosnians on the federauon side. 
A^^ietton fashion boutique and an Interact cafe have opened here. 

• alona vrith scores of restaurants andfraditional outdoor cafw. 
SSS^SdenedSarajevanswhohavejust r e v e r e d the 

^cseacoastwithoutiememberinghowtoavotdsunbum. . 
^ T b i B Stoderija mall has400 shops that, along wi± .nore basic 
g o S l ^ ^ K c . designer eye wear.hedaifood.fr̂ ^^^ 
Videogames and colorphoto,pro=^gm2^^ 

So much cash U circulatmg that Esref Bit̂ ic. a nusKy 
wh^ shoppingforabig-soeencolortelevisionsctwidastoveu, 
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Tobacco Critics Begin Heavy Attack on Settlement, Ca/ 
By JOHN M. BRODER 

, WASHINGTON, June 23 — Critics 
began a concerted attack on the pro­
posed tobacco settlement today, cit­
ing nLrnerous provisions they consid­
er too favorable to cigarette makers 
and demanding that major portions 
of the agreement be rewritten. 

Among the provisions that have 
come un.ier harsh scrutiny are the 
penalties that would be imposed on 
tobacco companies if they failed to 
meet targets for reductions in teen­
age smoking, the provision allowing 
companies to deduct from corporate 
taxes the $368.5 billion cost of the 
proposal and the lack of strong Fed­
eral enforcement power. 

Senior Administration officials be­
gan a comprehensive review today 
of the settlement, which is expected 
to last at least a month. Officials said 
they would not prejudge the outcome 

of the review but suggested that they 
anticipated major changes before 
the agreement is presented to Con­
gress for ratification. 

Donna E. Shalala, the Secretary of 
Health and Human Services, said in 
a telephone interview that officials in 
her department would "take apart" 
the 68-page tobacco settlement pro­
posal to study each piece and see 
how they fit together as a package. 

"What we have here is a first 
draft," Ms. Shalala said. "This was 
obviously a balancing act and there 
were trade-offs to get a final pro­
posal. But they put a lot of work into 
it and it deserves careful study." 

But others not directly involved in 
the Administration review were 
more categorical in their assess­
ment. 

Dr. C. Everett Koop, the former 
Surgeon General and longtime anti-

Army Hearmg in Sex Case 
Must Be Open, Court Says 

By ELAINE SCIOLINO 

WASHINGTON, June 23 — In a 
surprise move, the military's highest 
court today ordered the Army to 
open to the public a hearing involving 
sexual misconduct charges against 
the Army's senior enlisted soldier. 

The Army had initially decided to 
close the hearing, now scheduled for 
Wednesday, which is to determine 
whether there is enough evidence to 
order Gene C. McKinney, the Ser­
geant Major of the Army, tried by 
court-martial. 

But after hearing oral arguments 
today from lawyers representing the 
Army on one side and Sergeant Ma­
jor McKinney, five television net­
works and two military justice 
groups on the other, the civilian 
judges who sit on the United States 
Court of Appeals for the Armed 
Forces ruled that the public had the 
right to know the details of such a 
proceeding. 

This means that the Army faces 
another high-profile, embarrassing 
court proceeding. 

Chief Judge Walter T. Cox did not 
explain why the court ruled as it did. 
But during the brief hearing, he 
made it clear that he was not per­
suaded by the Army's arguments. 

At one point. Judge Cox brusquely 
interrupted Maj. Fred Taylor in rnid-
sentence as he tried to explain whv 

Sergeant Major McKinney, the re­
sult of a three-month Army investi­
gation, include maltreatment of .sub­
ordinates, adultery, assault, commu­
nication of threats and obstruction of 
justice. He has declared his inno­
cence of all the charges and last 
month asked the Army to allow him 
to retire with an honorable discharge 
and full benefits. 

Mr. Gittens insisted today that the 
request for an open hearing was not 
designed to press the Army to act 
quickly on his client's request to re­
tire. Senior Army officials have said 
that it was unlikely that the Army 
would move on the retirement re­
quest until after a decision about 
whether Sergeant Major McKinney 
should be tried by court-martial. 

But Sergeant Major McKinney, a 
heavily decorated soldier with an 
impeccable 29-year Army record 
and the first African-American to 
become sergeant major of the Army, 
has hinted that if the Army tries him 
by court-martial, he may try to put 
the Army on trial as well. 

"Although I was slow to believe it, 
I am now convinced that race and 
ethnicity are driving the investiga­
tion and the way it is being conduct­
ed," he wrote in a sworn statement in 
April proclaiming his innocence. 

Specifically, he said that the two 

tobacco crusader, said today that the 
deal was "deeply flawed." He said he 
was particularly unhappy with the $2 
billion annual limit on the penalties 
cigarette producers would pay if 
anti-smoking efforts did not produce 
specified reductions in under-age to­
bacco use. The agreement calls for 
the tobacco industry to take steps to 
insure reductions in teen-age smok­
ing of 30 percent in five years, 50 
percent in seven years and 60 per­
cent in 10 years. 

He criticized the proposal's provi­
sion that would allow tobacco compa­
nies to recover as much as 75 percent 
of those fines if they can demon­
strate that youth smoking did not 
decline despite their "good faith" 
efforts. 

Dr. Koop said that even If the full 
$2 billion fine was levied, it would 
amount to only 8 cents per pack of 
cigarettes, 3 cents of which would be 
deductible as a business expense. 

"So the fine comes to a nickel a. 
pack," Dr. Koop said. "An unscrupu­
lous C.E.O. of a tobacco company 
could say, 'Let's market to kids all 
we want and raise the price by 6 
cents a pack and make a fortune.' 

" I can't believe those things 
weren't known when they signed this 
deal. I think we've been snookered." 

Dr. Koop's opinion carries!*:consid-
erable weight because he and Dr. 
David A. Kessler, the former Com­
missioner of Food and Drugs, are the 
co-chairmen of a panel of health ex­
perts who are advising Congress and 
the Clinton Administration on the 
settlement proposal. The White 
House is unlikely to embrace a deal 
that is not endorsed by that panel. 

Critics also pointed to what they 

consider a second flaw in the 
sion for reducing smoking by 
agers. Penalties are imposed 
industry as a whole, even if om 
pany is chiefly responsible for I 
to meet the goals. 

Representative Henry A. 
man. Democrat of California 
has waged war against cig 
manufacturers for years, sai 
only way to insure that tobaccc 
panies reduce consumption by 
agers is to penalize them har; 
they fail to do so. Spreading th 
across the entire industry will 

Fines and the abil 
to pass along costi 
are criticized. 

only to encourage individual ct 
nies to evade the rules, he saic 

A spokesman for the tobac 
dustry said that the four comp 
involved in the settlement 
would not comment on specific ] 
sions in the plan. But he compi 
that critics were sniping at in 
uai provisions without weighin 
merits of the deal as a whole. 

"People can't sit and focus o 
little piece they don't like," said 
Williams of Bozell Sawyer I 
Group, a public relations f i n 
tained by the tobacco indi 
"They have to look at it as an < 
package in which enormous cot 
mises were made by industry 
provides immediate and measu 
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consider a second flaw in the provi­
sion for reducing smoking by teen­
agers. Penalties are imposed on the 
industry as a whole, even if one com­
pany is chiefly responsible for failure 
to meet the goals. 

Representative Henry A. Wax-
man, Democrat of California, who 
has waged war against cigarette 
manufacturers for years, said the 
only way to insure that tobacco com­
panies reduce consumption by teen­
agers is to penalize them harshly if 
they fail to do so. Spreading the pain 
across the entire industry will serve 

Fines and the ability 
to pass along costs 
are criticized. 

only to encourage individual compa­
nies to evade the rules, he said. 

A spokesman for the tobacco in­
dustry said that the four companies 
involved in the settlement talks 
would not comment on specific provi­
sions in the plan. But he complained 
that critics were sniping at individ­
ual provisions without weighing the 
merits of the deal as a whole. 

"People can't sit and focus on one 
little piece they don't like," said Scott 
Williams of Bozell Sawyer Miller 
Group, a public relations firm re­
tained by the tobacco industry. 
"They have to look at it as an entire 
package in which enormous compro­
mises were made by industry that 
provides immediate and measurable 

health benefits, as opposed to years 
of confrontation." 

Officials of the American Lung As­
sociation, which has opposed negoti­
ations with the tobacco industry 
from the start of the talks, said that 
the overall $368.5 billion cost of the 
proposed settlement to the industry 
was far too low. 

Fran Du Melle, deputy managing 
director of the association, said that 
the actual cost to the industry would 
be less than the settlement amount 
because every dollar of the payment 
is tax deductible. The agreement 
specifically states that all payments 
"shall be deemed ordinary and nec­
essary business expenses." 

The question of enforcement is an­
other area of the agreement that has 
generated concern among public-
health advocates. The tobacco com­
panies agreed to end billboard adver­
tising of cigarettes, store displays of 
tobacco products, sponsorship of 
sporting events, vending machine 
sales and giveaways of merchandise 
bearing cigarette brand logos. 

But the Food and Drug Adminis­
tration does not have an army of 
inspectors to police these bans and 
the agreement does not provide re­
sources for any other agency to mon­
itor compliance. 

A number of states and cities have 
enacted strict anti-tobacco market­
ing measures, and the agreement 
states that nothing in the settlement 
would pre-empt them. 

But if local governments cannot 
enforce anti-tobacco ordinances, the 
tobacco makers could evade national 
limits with impunity, said Graham 
E. Kelder Jr., managing attorney for 
the Tobacco Products Liability 

ProjliLt, dii diilRmoking group at 
Northeastern University. " I f you 
can't enforce the settlement at the 
local level, you can't enforce the set­
tlement at all — and the industry 
knows that," Mr. Kelder said. 

Analysts noted potentially impor­
tant omissions in the document. 

In the pact, the tobacco companies 
are not required to divulge the 
amounts of liability insurance they 
carry or what portion of the settle­
ment's cost would be covered under 
such policies — continuing their in­
sistence on keeping corporate infor­
mation confidential. 

Nor does the document address 
how the settlement money will be 
divided among states, private plain­
tiffs' attorneys and other parties, 
such as private health insurance 
companies, which are not included in 
the pact. 

The proposal also does not say 
whether plaintiffs who are currently 
part of class actions — which would 
be barred under the deal — could 
"opt out" of joint suits and sue as 
individuals. 

"There is no way in the world this 
proposal gets enacted the way it was 
announced on Friday," concluded 
Philip M. Schiliro, the Democratic 
staff director for the House Govern­
mental Reform and Oversight Com­
mittee. "There will be enormous dif­
ferences between the proposal and 
the legislative language, when it gets 
written." Legislation is needed be­
fore any agreement can take effect. 

"What remains to be seen is how 
different, and how long it takes and 
whether it ever gets done at all," Mr. 
Schiliro said. 
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held more than 2S hearings on FDA tefortn .n the 104th 
Congress, but Hoose bills (H.R. 3199. 3200, 3201) never 
caine to a committee vt,te, and the full Senate never 
voted on its version, S. 1477. 

The drug industry did tote up one little-noticed wm, 
( however. In March 1996, Congress passed legislation that 
\ allows companies to export to other countries drugs that 

^ are not approved for sale in the VS. That bill was folded 
; Into H.R. 3019, a continuing resolution, which became 

Publiclaw No. 104-134 on April 2.6,1996. 

a 
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PRODUCT LIABILITY REFORM 
Limiting consumer suits for 
faulty products. 

issue. If the 104th Congress had it 
way, a host of disincentives for fllint 

product liability lawsuits would now be the law of th< 
r T a n d After a decade of lobbxing. bv ,™nufacturcrs, 
\ doctors, dru^npanic'3,and oth^r business groups, the 
1 HoSilFTO^natepass^^^ > 

to see r-'riildint Clinton veto it. 
Th«ililreadyi5talkofanew fight. In November 1996, 

the American Tort Reform Assoclatiot\ (ATKAi. an indus­
try coalition, annoiin.:ed it would try to persuade tht.-
new Congress to start moving a bill early in l997.Hi) 
ATRA's goal, said president Sherman Joyce, is to craft ;i 
bill that CUnton will sign. 

ATRAmembers^ 
General Motorsjojth U lUl JOj l ^ 
Associ^Sn. The organization argues that an 
"cxpTosiio"" °f fr'vol""5 lawsuits harms their profit 
margins. Joining ATRA in the lobbying campaiRn fot 
tort reform are other industry coalitions, such as thc 
Product Liability Alliance. "Incre.ised litigation costs 
have burdened .^mcrican famUies and businesses with 
higher auto insurance premiums, reduced incentives tor 
auto safety features, and contributed to higher medical 
costs," states a 1996 report by tlie Joint Economic 
Committee.'-'̂  

On the other sidf is the trial lawyur lobby, joined by 
consumer groups. They iirgue that access to the courts is 
an important way for people to hold companies 

:Pf responsible for faulty products, pointing to such 
examples as the Ford Pinto and the Dalkon shield. 

PAC and Soli Money Comributim. 1996 elect/on Cycle 
Cunirlhu..., PAr/S<.(c Am,..u,.t Dc-m fcl K<-T>]ibJ':i 
ATRA, PAC J21.704,740 2$% 7^ 
P1.A members 
The Association of Trial Lawyers of America (ATLA) spent 

J2.2 million in the 1996 elections, 89 percent to Democrats, 
making it the most generous business PAC. 

Trial lawyers are also big givers on the state level. The 
American Tort Reform Association reported that tnal lawyers 
contributed nearly $20 million to candidates in statc legisla­
tive and judicial races in Alabama. California, and Texas 
between T990 and 1994. 

Action The House and the Senate passed The Common 
Sense Product Liability Reform Act of 1996, H.R. 956. in 
March 1996. Presideni Clinton vetoed the measure on 
May 2,1996. On May 9,1996, the House failed to override 
the veto by a vote of 258-163. 

TOBACCO] Regulations and 
Restrictions? 

Issue. The tobacco Industry sptMU 
most of the l04th Congress on 

^ defense. In 1995. the Food and Drug 
Administration (PDA) proposed to regulate tobacco as 
drug and restrict advertising aimed at minors. Despite 
heavy lobbying, thc Industry did not stop the FDA from 
issuing final regulations in August 1996. Not that tobac­
co companies have given uyr. A Ui , District Court judge 
in North Carolina is expected to rule in spring 199/ on 
their legal challenge of the regulations. 

Meanvv1ille^ih<Lllic^ 
on CapitSHmd^^feallng bills that would have;raised 
to5£3ccr^^cls^ja^^^ eliminated agricultural 
programs for tubaccoJaimcrs. 

Anti-smoking gr.Jups such as the American Cancer 
Society, the Coalition for Tobacco Free Kids, and the 
Coalition for Smoking or Health point to the high cost 
of tobacco ( both in illne-ss and dollars). The nations 
medical bill for smoking-related illnesses svas .in estimat­
ed S50 billion in 1993, according to a Study by (he 
Centers for Disease Control- Roughly 43 percent of that 
amount comes out of taxpayers' pockets, through 
Medicare, Medicaid, and olher federal and state 
programs.'̂ -' 

That doesn't evc-n count, s.jy anti-smoking iidvocates. 
millUnis of dollars in federal subsidies enjcived by the 
lobaccyihdlKt'ry.'Tobacco farmers benefit, tor example, 
fromlgricultural educalion services and crop insurance. 
Tohacco companies also take ta.T deductions for their 
advertising costs. In 1994, the tobacco industry spent 
$4.83 billion on advertising. 

The tobacco InduMry. however, is famous for its clout. 

CASHING IN 
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Run by a handful of large companies, induding Philip 
Morris and RJR Nabisco, the industry counts on the 
advocacy of lawmakers from tobacco states such as 
Virginia and the Carolinas. 

MONEY. ' 
PAC and Soft Money Contributhm, T996 election cycle 
CfiQtdHutot PAcysofi AjflMuu Ran PCI Rtwiblfl 
Ibbacco PAC $2,109,076 26'* 74% 

Soft 15,802.903 17% 83% 
Total 17.911,979 19* 

Tobacco firms were a presence at the 1996 presidential nom­
inating conventions, hosting receptions honoring delega­
tions from tobacco-growing states. Philip Morris contributed 
$100,000 to the Republicans' convention host committee, 
and its subsidiary, Kraft Foods, gave $100,000 to the 
Democrats' host committee. It also contributed about 
$200,000 to help stage the presidential debates. 

During the firsl half of 1996 alone, tobacco firms spent more 
than $15 million to lobby Capitol Hill and federal agencies, 

Tobacco firms sprinkle contribulionj among Washington 
think tanks and advocacy organizations that support their 
views, mostly libertarian or free-market oriented groups that 
lobby against government interference in the economy. Such 
groups include Citizens for a Sound Economy, the 
Competitive Enterprise Institute, the Progress and Freedom 
Foundation, and the American Civil Liberties Union.'̂ ^ Philip 
Morris made headlines In 1996 when reporters discovered the 
company was the major funder of Contributions Watch, a 
new non-profit group that conducts state-level research on 
money and politics. The group released a major study on con­
tributions from trial lawyers. 

Action. Pro;tol5acco lawmakers defeated efforts to strip 
funding for tobacco_farmers_from_tI>s_AgitCiilture 
DgQamnent's budget in both 1995 and 1996..Q.ther tobac­
co-related legislation never saw a vote. For example, Rep. 
David Funderburk (R-N,C.) gathered 53 cosponsors for 
his bill, HR. 2265, to prohibit the Department of Health 
and Human Services from restricting tobacco advertis­
ing at stock car races. The bill died in committee. Rep. 
Scotty Baesler (D-Ky.) had just three cosponsors for his 
bill, HJl. 2414, which would codify the federal govern­
ment's authority to regulate tobacco. That bill also did 
not see a vote in committee. 

VOTES. 
Senate. S Con Kes 13, fiical 1996 Budget Reioluthn, Ford 
(D-Ky.), May 25, 1995. Kill proposal by Sen. Bradley (D-N.l.) to 
raise tobaeeo taxes and use revenue for health care funding 
and programs to assist tobacco farmers to 
convert to new crops. 

A YES vote benefits the tobacco industry 

ienote Average 1991-1996 l>AC Coniribuiions, By M3te 
Vote VOICJJIIJ: A^wafif 
Yes 62 $19,003 
No 38 $2,436 

Houje. H.R. 3603, fiscal 1997 Agriculture Appropriations. 
Durbin (D-HI.). lune 12, 1996. Strip $25 million from agricul­
ture budget for tobacco crop insurance and extension pro­
grams for tobacco farmers. 

A NO vote benefits the tobacco industry. 

House Awroge 1995-1996 PAC Contributhm, By Vote 
Xiic S52tl.Ta"y iiszags 
Yes 210 $1,279 
No 212 $5,764 
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Gulf illness treated cavalierly' 
Schwarzkopf says he, 
Pentagon made eirors 
By fjonn Brewer 

: and John Hanchette 
Gannett News Service 

WASHINGTON - Gulf WIar lUnessa 
in the years following the 1991 conlUct. 
with Iraq were "handled rather cava­
lierly" by the Pentagon, says retired 
general Norman Schwarzkopf, whO led 
the troops who now say they are sick. 

Schwarzkopf also told Gannett News 
Service that he regretted hot telling sen­
ators earlier this year about a chemical 
weapons case hivolving an Ohio soldier̂  

Unpublished battlefront reports 
showing that Schwankopf knew ahoiit 
the soldier . In 1991 raised questions 
about why he told Congress this year 
that he had no knowledge of anyone be­
ing exposed to chemical weapons. 

The commanding general of Desert 
Storm has been a defoider 6f the war 
and ah advocate of helping sick veter­
ans. But he previously has shied from 
criticizing the Pentagon's InvestlgBtion 
of why more than 100,000 Gulf War vet-

• erans report being dck. 
"men the initial reports (of illness) 

were coming in it was taken somewhat 
lightly by some people In the Depart­
ment, of Defense," said SchwaiTkopf, 
who later said he wanted to amend , 
"cavalierly" to say: "It waai't taken as 
seriously as it could have been." 

But, hie said, that changed with the 
1996 appointment of Bernard Rostker 
to head the Pentagon's probe. 

Department of .Veterans Affairs doc­
tors also have failed to believe veterans 
are sick, Schwarzkopf said. 

Desert Storm commarateR Nomian Scinvarzkopf sns hit regrels ttiat he dkJ not 
tesWy about a case InvoMng cherirical bums suflerBd by a s o w 

The diemical weapons Incident iii^ 
volved Pfc. David Fisher of the 3rd Ar-
nwred Division, who was crawling 
through a destroyed Iraqi bunker when 
he came Into contact with munitions 
that blistered hb un>er aim. Schwatt-
kopf was told of Fisher's case on March 
3,1991. In a field report from Army VII 
Corps officers. 

"CINC (commaiider in chief 
Schwarzkopf) did not want us to make a 
big deal out of one soldier suffering 
chemical iagent bunis," the report says., 
"Doni deny the report to the press." 

But in Senate testimony in January 
and February, Schwarzkopf passed up 
several opportunities to tell of it 

"We iiever ever had a single report, 
humber one, of verified chemicals and, 
numbo- twq̂  of anyone ever showing 
any vywfiiam consistent with nerve 
agent poisonhig," he told the Armed 
Services Committee. 

He told the Veterans Aflhlis Commit­
tee; "Ve never had a shigle symptom 
shown by any of our troofis of known 
Qinptons of any chonlcal contamina-
Ubn and I novo-received a single report 
bf the Iraqi use of chemicals." 

Fisher was conddered a confirmed 
mustard agent casually by VH Corps, 
ond chemical detection units found 
Iraces of blister compound on his 
dothes. But Schwarzkopf said the re­

ports were conflicting. 
"Yes. it was a chemical bum, no It 

wasn't a confirmed chemical bum," te 
how he now describes Information com­
ing in from the field. "The final report 
we got back was that we cant confirm It 
was a chemical tnim." 
. Why didnt Schwarzkopf menttoiied 
the case to senators? 

" I wtah I had now," tie said. "It wasnt 
a question of it slipping my mind. I 
should have said IL". 
. Schwarzkopf said he has refdrred io 
the case "over and oyer again" hi "pri­
vate oohveisatlons" and hi a 1993 letter 
to Rep. Lane Evans, D-Ind. 

Schwarzkopf also dtaputed that he 
ever told officers hi I99I not to treat the 
FUier taiddent as a "big deal" He said 
tiiere woe "̂ some misinterprelations of 
my leuMuks the first night" 

Schwarzkopf has been, ttie target of 
. vetnans activists like Jim Brown, presi­
dent of the Desert Storm Justice Foun­
dation, who says the coihmandhig gen­
eral dldnt react to warning signs. 

Brown said the Fisho' taiddent and 
other warnings should have made the 
brass more cautious about Khambiya, 
iah ITBI^ ammo dump that, when blown 
up by U.S. troops on March 4, might 
have exposed 100,000 to chemical 

Schwarzkopf said additional protec­
tive measures were not ordered be­
cause ttiere was no "smoking gua" 

Poitagon spokesman Kenneth Bacon 
said Sunday ttiat "alttiougji neittier we 
nor the presidential advisory coininlt-
tee can explain what causes the lUness 
that some veterans are suffering we 
are worMng hard to provide the best 
medical care we can and to conduct re­
search that will help us answer remain­
ing questions" 

Weld sees sup|.. 
on 'Main Street' 
By Betti Powell 
The Associated Press 

WASHINGTON ^ William 
Weld. Is counting oh Main 
Street America to push fOr a 
hearing m Us nomination to 
be ainbassador to Mezlca But 
congressional lead­
ers say Ifs time tor 
Weld and President 
Clinton to give up. 

This nomlnatfbh 
te dead," Senate Ma­
jority Leader Trent 
Lott said Sunday. As 
majority leader, 
Lott has Oie power 
to bring the nomtaia-
tion before ttie full 
Senate, bypassing 
Sea Jesse Helms, 
R-N.C, and hte For­
eign Relations Committee. 

But Lott said on CBS's Face 
the Nation that "the pre^iem. 
for the sake of our relation­
ships with Mexico and all ttie 
other tesues that we need to 
take up, needs to go ahead and 
find a way^ move away from 
thta noinlneie." 

Lott said he talked Clinton 
Saturday and encouraged him 
to find a new nominee.. 

But White House spokes­
woman Julie Green said Lott 
did not persuade the president 
to give up on a hearing for 
Weld. "Absolutely, ttie pred­
dent continues to support the 
nomination," Green said. 

WeU: WoVt give 
up on nomination 

Weid, a moderate Republl- . 
can, has been criticized for ruf-
filng conservative Helms, who 
has refused to allow Senate 
hearings on the nomination. 
Helms says the former Massa­
chusetts governor's suniort of 
medical use of marijuana 

means he's soft, on 
drugs and unqualt 
fied for ttie Job. 

"I've been ad­
vised by a number 
of experts in Wasb-
taigton,D.C.. ttiat ttie 
ttiing to (to te come 
down here on benit 
ed knee if you want 
anything from your 
government," Weld 
said Sunday on 
NBC's IVfeet the 
Press. "Thafs hot 

really niy stylfc" Weld said he 
will continue to fight despite' 
declarations from Lott and oth-
er leaders ttiat hte hoijnination 
b dead and ttiat the president 
Aould look elsewhere. 

Weld said senators Jrom 
boUi parties told him that when 
ttiey went home for the August 
recess that hb nomhiatton was 
at ttie top of ttie Itet of ttitaigs' 
constituents asked about 

"1 ttiink Uiat ttite battle te 
now In the court of public opin­
ion," Weld said. "There are 100 
senatoiSi If theiy hear from peo­
ple out there oh Main Street, 
ttiaf s whaf s going to change 
ttie dynamic here." 
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Tobacco deals may 
imraiyel, some worry 
ByDougLevy -
USA TODAY 

Tobacco companies 
reached ttie $3685billion na­
tional settlement because 
th^ faced pressure from 39 
state lawsuits and more than 
a doan major private class-
action lawsuits. 

Now, with the national deal 
losing momentum, some ad­
vocates of the deal worry that 
tobacco companies will re­
vert to their decadeMld tech­
nique of defending â dnst 
lawsuits at all costs. 

There are reasons ^ y 
ttiat could make sense. 

Among tbe pending state 
lawsuits, Texas' until recentiy 
bad been seen as one of the 
industiy's more serious legal 
ttireats. But last week, VS. 
District Judge David Fobom 
in Texarkana, Texas, dis­
missed five of that state's six 
inain counts against the to­
bacco industry. 

The state still can press its 
case on racketeering and sev­
eral lesser charges at a trial 
set to begin SepL 29. But the 
ruling makes it unlikely that 
even If the state wins, it could 
recover substantial damagRS, 

Minnesota's case poses 
more of a threat to the todus-
try. The state bas strong con­

sumer-protection laws and 
ttie state's litigation team has 
amassed millions of pages of 
hidustiy dofaiments. 
. Just last week, a court ofll-

dal recommended that at 
least 800 key documenb be 
released. Tbe todusUy mate-
tains that most of the materi­
al te protected as attomey«li-
ent communicatinL But the 
state claims the privilege 
does not apply because the 
documents are evidence that 
hidustry lawyers helped to­
baoco companies perpetuate 
crimes such as fraud. 

Some settlement propo­
nents say other legal threats 
to the industry rematai strong 
enough that backing away 
from it could prove oostty for 
ttie conqnnies. For example, 
the flrst of ttie cases brought 
by a consortium of trial law­
yers on behalf of millions of 
individual smokers and ttieta* 
families goes to trial to Penn­
sylvania on Oct 14. 

The greatest fear among 
settlement supporters now b 
that prolonged deliberation 
over the deal will eliminate 
either side's desire for i t A 
big anti-tobacco wto to court 
would bobter anti«ettlenient 
forces, while a big wto tor to­
bacco might weaken todustiy 
resolve for a settlement 

IRS overhaul: 
A taxing topic 
IBy James IQm 
USA TODAY 

' Congress begins bearings 
this week on oveitiauling the 
gî vemment agency that Amer­
icans love to hate. 

The future of the Intemal 
Revenue Service will be ttiie to-
sue Tuesday, when the House 
ways and Means Committee 
hp̂ ns hearings on who should 
govem ttie agency. 

The National Commission 
on Restruc&iring ttie IRS, a 
panel chaired by Rep. Rob 
Portman. R-Ohlo, and Sen. Bob 
Kerrey, I>Neb, has argued 
that the agency should be run 
by a aevemierson board in­
duding the Treasury secre­
tary, an ntS employees union 
person and five non-IRS em­
ployees. Tbe panel charges 
that the current overseer, the 
Treasury Department, b not 
up to the taslL 

Treasury Secretary Robert 
RuUn and other experts al­
ready have crittdad ttie plan. 
"In their view, ttie plan would 

«open ttie IRS to lot!! of potsntiz! 
I coafiids of interest" nys Clint 
Stretch, tax policy expert for 
Deldtte & Touche. 

Most board members, sonae 
of whom Ukely will come from 
the corporations, will have to 
recuse themselves from ruling 
on many critical issues, critics 
argue. They abo say the plan 
may be unonstitutional and 
that te unwise for a dviUan 
board to run a law«nfOroe-' 
.ment agency. 

Still, Rep. Bill Archer, R-Tex-
as, diairman of the House 
Wlsys and Means Conunittee, 
aims to pusli the plan through 
ttie House ttib year. 

The IRS — which has long 
been orltidaed as ineflldent 
and hard to deal wtth — will 
Temiato to the spotUsfit ttirougb 
Sept 2>25, when ttie Senate Fi­
nance Conmlttee holds hear­
ings. It will egantine ttie resulte 
of a six-month probe. 

"At wont our tovesti^tton 
has uncovered an agency to 
which a subculture of tear and 
tTttmiitoUnn bas been aUowed 
to flourish — both ta the inter­
nal treatment of some employ­
ees, and to ttie treatment of 
some taxpayers,'Finance Com-
mittee Chairman Mrau^ Roth, 
R-DeL, told Reuters. He has not 
said If he wUl push to<pass an 
ntS reform bUl ttib year. 
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Shalala Offers Plan on Curbing Smokmg 
Penalties Urged for Firms 

Based on the Popularity 
Of Brands Among Youth 

By JEFFREY TAYLOR 
Staff Reporter of THE WALL STREET JOURNAL 

"WASHINGTON - Health and Human 
Services Secretary Donna Shalala pro­
posed that lawmakers levy penalties aimed 
.'ll ciirliini; yiiilli siiiiikinn DII .-I coniiiJiny 
by annpaiiy biisis. so that lliosc thai make 
brands popular among-underage smokers 
pay more than others. 

" I think il's doable," Ms. Shalala told 
the Senate Labor and Human Resources 
Committee. "We do 
know that kids in 
particular are sen­
sitive to brand 
names. 'This will be 

• !a very important 
;point for Congress 
to consider as it re­
views the legisla-. 
]tion;" 

Ms. Shalala sug­
gested that such 
.penalties could be 
levied on the basis 
of state-by-state 

. data that surveyed 
youths about the cigarette brands they 

^preferred. "This is a very sophisticated 
j . industry, not very fragile, very good at 
twhat they do," she said. "And we think 
tthat the economic incentives ought to be 
•jspphisticated." 

The company-by-company proposal 
«was as specific as Ms. Shalala got during 
two hours of testimony before the Senate 

, labor panel about President Clinton's plan 
• for toughening the proposed national to­
bacco settlement. 

Market leader Philip Morris Cos. likely 
would be most affected by such a plan, 

: because industry executives say its No. 1-
ranked Marlboro brand has a dispropor­
tionate share of the underage market. Both 
Philip Morris and Loews Corp.'s Lorillard 

• Tobacco Co. are most opposed to levying 
penalties by company, whereas other mar­
ket leaders that control less of the youth 
^market feel less strongly about it. 

Industry spokesman Scott Williams 
.contended that assessing penalties by 
• company wouldn't be as effective as the 

Donna Shalala 

industrywide penalty plan, contained in 
the proposed settlement. "There is a very 
strong incentive in the current proposal for 
the entire Industry to work-in concert to 
reduce underage tobacco use." he said. A 
Philip Morris spokesman declined to com­
ment. 

GOP leaders iri Congress have criti­
cized the Clinton administration's plan as 
too general because it was sketched out as 
a set of broad policy goals and didn't 
contain specific legislative recommenda­
tions. Yestcrrinv. at the administration's 
firsl rxliMi'iivr (|j.'.cii;,;aiiM nf llic jinva 
ilciir.s plan since he aMiiuunccd il last 
week, senators chided Ms. Shalala for its 
generality. 

" I am disappointed that the adminis-
tration has not come forward with a spe-. 
cific bill." suid liepublican Mike DeWine 
of Ohio. Added his Republican colleague, 
Judd Gregg of New Hampshire: "If the 
administration isn't going to provide legis­
lation . . . I don't know where it's going to 
come from." 

Ms. Shalala said the administration 
wants to "be Congress's partner" in the 
drafting of a tobacco bill. 

On the other side of the aisle. Democrat 
Tom Harkin of Iowa said he was skeptical 
that the centerpiece of the president's 
plan; a cigarette-price increase of as much 
as S1.50 a pack over 10 years, would do 
enough to deter underage smoking. " I 
think S1.50 over !0 .vears isn't going to 
work," Mr. Harkin said. "It's got to be 
imposed sooner than that." 

The administration hasn't spelled out 
how much of the S1.50 would be imposed 
immediately and how much -would be lev­
ied as penalties later for failures to curb 
youth smoking. Antismoking Democrats 
in the Senate have proposed raising excise 
taxes on cigarettes by $1.50 a pack .within 
one to three years as an altemative to the 
president's 10-year approach. "Waiting 10 
years to raise the price of cigarettes is like 
waiting until the patient is dead to admin­
ister the medicine," said Sen. Frank Lau­
tenberg of New Jersey. 

Republicans on the labor panel, one of 
the committees expected to help shape 
tobacco legislation, expressed strong res­
ervations about granting the Food and 
Drug Administration broad authority to 
regulate tobacco as a drug, as the presi­
dent proposed doing. This previewed the 
difficulty the administration is likely to 
have pressing its pro-FDA stance at a time 

of strong deregulatory sentiment in Con­
gress. 

"There is a real fear that we're giving 
the FDA unprecedented authority that it 
hasn't had." said Republican Sen. Bill 

Big Tobacco vs. Texas 
Preliminary jury selection is set to begin 
Monday in a lawsuit against cigarette 
makers by the state of Texas, >yhich says 
the companies owe it billions of doUars 
for state Medicaid outlays to treat sick 
smokers. Article on pnge Bl; 

l''rls( 1)1 Kriiluiky: lie (|IK:SII(H1(:II wliollioi 
the FDA, if it has that authority, would 
outlaw tobacco completely. 

Ms. Shalala said the agency wants to 
"reduce youth smoking, not eliminate to­
bacco as il product." Nonetheless, she 
insisted, the FDA already has "the same 
authority over tobacco that it has over 
any other drug." A federal court in North 
Carolina ruled recently that the FDA does 
have the right to regulate nicotine content 
in cigarettes; all sides In the tobacco 
debate eagerly await the result of the 
tobacco industry's appeal of that deci­
sion. 

The proposed settlement called for the 
tobacco industry to pay $368.5 billion to 
settle state lawsuits seeking compensation 
forMedicaid-relatied health-care costs. Ms. 
Shalala wouldn't specify how much, if at 
all, Mr. Clinton's plan would increase that 
figure, but said any tobacco legislation 
riiust pay for federal health-care costs 
as. well as those of the states. 

-Suein L. Hwang coiitrihuted 
to this article. 

White House Wants Greater 
FDA Controls on Produce 
By a WALL STREET JOURNAL Staff Reporter 

WASHINGTON - The White House 
says it plans to propose legislation next 
week that would improve the Food and 
Drug Administration's authority to regu­
late fruit and vegetable imporu. 

. The proposal is aimed at answering 
food-safety concerns raised by law­
makers and is timed to coincide with 
President Clinton's campaign to win. 
"fast-track" authority from Congress to 
negotiate new trade agreements. 

More than 80 House members wrote 
President Clinton urging him to renegoti­
ate the North American Free Trade 
Agreement to improve border protections 
against potentially unsafe food imports. 
Food-safety concerns were heightened in 
March when 179 Michigan school chil­
dren contracted hepatitis after eating 
tainted Mexican strawberries. 
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By LAURIE. P. COHEN 
Staff Reporter 0/ T H E W A L L S T R E E T JOURNAL 

The FBI was so unhappy with the work 
of Special Agent Terry Lee Rudolph that it 
moved him in 1988 from his sensitive 
crime-lab job to a teaching post at the FBI 
Academy at Quantico, Va. 

The explosives specialist says he looked 
upon the new assignment, in which he 
taught crime-lab work to state and federal 
agents, as a promotion. "That was a very 
sought-after position." he told Justice De­
partment investigators last year. "You got 
away from headquarters - a great atmos­
phere to work in." 

Mr. Rudolph added that he wasn't told 
the transfer was the result of poor perform­
ance, although Federal Bureau of Investi­
gation lawyers now say that was the rea­
son. And no written record was kept of the 
bureau's dissatisfaction with the quality of 
some of Mr. Rudolph's crime-lab analyses, 
which had been put to use in rnore than 650 
criminal cases over 10 years. 

Mr. Rudolph's quiet transfer reflects 
what FBI officials have described as a 
standard practice of dealing with agents 
who don't measure up: They are moved 
elsewhere in the bureau, unaccompanied 
by any written reprimand that might come 
back to haunt the FBI or prosecutors in 
court cases. 

Critics say the practice may affect the 
integrity of court cases in which agents 
testify.' "It's the kind of practice that 
obstructs the truth-seeking process," says 
defense lawyer Barry Scheck, famous for 
his examination of DNA evidence in the 
O.J. Simpson case. "Failing to expose 
incompetence will, ultimately, acquit the 

.guilty and convict the innocent." 
The FBI said yesterday that Director 

Louis Freeh has ordered that the perform-
ance-appraisal process be redesigned, and 
that the agency's policy is to document 
performance, good and bad. 
Explosives Expert Criticized 

In its highly critical report on the FBI 
crime lab last April, the Justice Depart­
ment Inspector General's office, which 
complained about unqualified examiners 
and inaccurate court testimony, saved 
some of its toughest words for Mr. Ru-. 
dolph. Among other things, the report said 
Mr. Rudolph "indiscriminately disre­
garded appropriate scientific methods and 
failed to document his work." (Mr. Ru­
dolph responds that the report was unfair 
and that his work "was very accurate.") 

The report didn't explore the broader 
issue of how the FBI responded to internal 
concems about its agents. But the bureau's 
practice of transferring such employees 
without reprimands was detailed in at 
least six interviews that Justice Depart­
ment investigators conducted with current 
and former FBI officials in preparing the 
crime-lab report. The interviews and other 
materials related to the investigation were 
obtained by The Wall Street Joumal under 
the Freedom of Information Act. 

According to one internal memo bv 
Justice Department investigators, former 
FBI Deputy General Counsel Stephen Rob­
inson "explained that the FBI does not 
document poor work performance but 
transfers poor performers to other duties." 
The investigators added that "the transfer 
may even be a promotion." Two of Mr. 
Rudolph's former bosses spoke of con­
cerns that written evaluations might get 
into the hands of defense lawyers, who 
might use them to impeach FBI witnesses 
or overtum convictions. 

Mr. Robinson says he's aware that • 
disciplinary transfers have been made for 
agents other than Mr. Rudolph, although 
he says he isn't at liberty to name them. 
Subject of Monday Hearing 

How the FBI managed its problematic 
employees-along with other investigative 
findings that the Justice Department 
didn't include in its report - are expected 
to be discussed at a Monday hearing of the 
Senate judiciary subcommittee headed by 
Sen. Charles Grassley (R.. Iowa). 

At least foiir current and former FBI 
agents are expected to testify, including 
Frederic Whitehurst, the FBI agent whose ' 
allegations touched off the Inspector Gen­
eral's investigation, and Special Agent 
William Tobin, a crime-lab metallurgist 
who told Justice Department investigators 
that agents sometimes provided inaccu­
rate pro-prosecution, testimony. 

Senators will also hear from Special 
Agent Edward Kelso, chief of the FBI's 
Evidence Response Team, who told depart­
ment officials that he had warned FBI 
Director Louis Freeh long ago that some 
crime-lab agents "were playing golf in­
stead of doing their jobs," and from former 
lab official James Corby, who spent two 
years before his 1995 retirement reviewing 
200 of Mr. Rudolph's cases. 

The subcommittee won't hear from the 
55-year-old Mr. Rudolph, who retired from 
the FBI last year. 

As the lab's senior explosives examiner 

in 1983, Mr. Rudolph hosted the FBI's first 
international symposium on analysis and 
detection of explosives. Experts from all 
over the world received copies of his paper 
on the FBI's protocol for analyzing explo­
sives. Among other things, the protocol 
established the requirement that the ex­
aminer use two different tests in combina­
tion to ensure accuracy. 

San Francisco Case 
It was a procedure, investigators said, 

that Mr. Rudolph didn't always follow. In a 
San Francisco criminal investigation in 
1982, Mr. Rudolph conducted just one of the 
tests, according to the Inspector General's 
report, and concluded that powder re­
moved from the tools of a suspected explo­
sives smuggler was a substance commonly 
used in bombs. 

The apparent shortcut was brought out 
in cross examination. The defendant ulti­
mately was acquitted. (Mr. Rudolph' de­
fends the single test as sufficient and says 
he reached the correct conclusion, despite 
the verdict.) 

In July 1989, after the trial was over, the 
federal prosecutor in charge of the case 
wrote FBI lab officials to complain that Mr. 
Rudolph's performance was "deficient" 
and was partly responsible for the loss. 
That letter triggered a month-long investi­
gation into Mr. Rudolph's work. Although 
reviewers identified a number of problems 
in a handful of Mr. Rudolph's cases, 
including missing notes and charts and 
weak analytical procedures, his superiors 
let the investigation drop. 

"There was no indication that any 
miscarriage of justice loccurredl or that 
anyone was in jail that shouldn't be 
there," said Kenneth Nimmich, Mr. Ru­
dolph's former boss, explaining his deci­
sion to Justice Department officials last 
year. Besides. Mr. Rudolph had already 
been transferred to Quantico as a result of 
earlier complaints about his work, accord­
ing to Mr. Nimmich, who retired as head of 

the FBI's forensic-science research and 
training center in 1996. 

Were potentially damaging inaccura­
cies lurking in his testimony in past cases 
in which defendants may have been 
wrongly convicted? The FBI wouldn't find 
out. because it didn't order an in-depth 
review of all of Mr. Rudolph's cases. 
Murder Conviction 

If it had done such a review, it might 
have come upon the names Christopher 
Boots and Eric Proctor. The two Oregon 
men were convicted of murdering a conve­
nience-store employee in the mid-1980s. 
Initially, local prosecutors hadn't brought 
charges because of insufficient evidence. 
But three years after the murder, in 1989, a 
local investigator brought in Mr. Rudolph, 
who confirmed that a flake found on Mr. 
Proctor's pants was gunpowder. 

Based on this new evidence, charges 
were brought and the defendants were 
convicted. They would serve eight years in 
prison before someone else was identified 
as the killer by his accomplices. Released' 
in November 1994, Messrs. Boots and Proc­
tor have sued the state for S42 million; suits 
of this nature against the FBI are barred 
under federal law. Mr. Rudolph still stands 
by his lab analysis. 

The Inspector General!s report said the 
crime lab should have "recognized Ru­
dolph's incompetence in 1989 and initiated 
a complete file review and appropriate 
disciplinary measures." 

Explosives experts who have examined 
the files in the Boots and Proctor case at 
the request of The Wall Street Joumal say 
such a review would have raised several 
red flags. Aside from using the test deemed 
insufficient in the other case, the FBI 
normally doesn't examine evidence that 
was tested previously - in this case, by the 
local crime lab. The experts also raised 
questions about the way the evidence was 
handled. 

The Inspector General's report also 
contained tough criticism of former explo­
sives unit chief J. Thomas Thurman. who • 
the report said had altered lab reports in 
ways that rendered them inaccurate and 
who hadn't adequately reviewed the erro­
neous work of an examiner in the Okla­
homa City bomb case. The report recom­
mended that Mr. Thurman be "reassigned 
to a component of the FBI outside the 
Laboratory." Soon after the report was 
issued. Mr. Thurman was transferred. 

Mr. Thurman, who declines comment, 
is now the chief of the FBI's Bomb Data 
Center, a unit within the FBI Laboratory 
that trains state and federal agents to 
handle bomb scenes. The FBI says his job 
doesn't involve forensic analyses, writing 
lab reports or giving expert testimony. 
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îtnton to Seefc B% Umnges on Accord 
Wv&i Tohacco Industry, Dfefetying La«> 

By JACKIE CALMES 
And YuMiKO ONO 

Staff Reporters o/ T H E W A U . STREET JOURN AL 

WASHINGTON - President Clinton 
won't propose specifics to rewrite the 
massive tobacco settlement bjit, instead, 
will call In general for bigrcfianges, thus 
ruling out any chance of the negotiated 
accord becoming law this year - and per­
haps diminishing its chances for later. 

The president is likely by midweek to 
pronounce his qualified verdict on the 
nearly three-month-old settlement reached 
by the tobacco industry, states and public-
health advdcates, before leaving Thursday 
for Califomia to take daughter Chelsea to 
college, administration officials say. Mr. 
Clinton met Friday with his top advisers on 
the issue. Despite their differences on the i 
settlement's particulars, they agreed that, | 
because Republican leaders have made 

• clear that Congress won't act this year, '. 
anyway, the president shouldn't spell out j 
his stance in the detail that had .been ' 
expected. I 

Some proponents of the proposed S368.5 I 
billion accord.had hoped Mr. Clinton could 
prod Congress to act by sending a bill to 
Capitol Hill. But while Mr. Clinton wants to 

: claim a potentially historic tobacco deal as 
part of his political legacy, he has faced 
increasing pressure from withiii his ad­
ministration and his party in Congress 
to iseek greater, concessions from the tof-
baccb industry -especially on penalties for 
failing to curb youth smoking, federal 

' regulation, aid for tobacco farmer̂  and 
•industiy liability. 

The White Hoiise decision to avoid 
•specifics is based partly on tactical nniiti-
cai considerations. A detailed presidential.' 
announcement.now. White House officials ̂  
said, would merely give opponents of any 

. deal a convenient target to shoot at while 
waiting for Congress to act. 

"The president wants Congress to pass 
sweeping tobacco legislation, and we hope 
Congress will make it a priority iiext 
year," said Bruce Reed, his domestic-pol­
icy adviser. Mr. Reed and Secretary 
Donna Shalala of the Depariment of Health 
and Human Services are heading up the 
administration's review of the tobacco 
settlement. 

Kicking the issue into next year - a 
congressional election year - clouds the 
fragile settlement's fate. Supporters of an. 
accord, incliiding White House officials,! 
argue that antitobacco political pressures; 
will force the GOP-|ed Congress to act, and; 
in a way that is tougher on the industry' 
than its settlement with istate attorneys 
general and antismoking groups. But in­
dustry opponents, especially Demdcraits, 

would rather keep the issue alive politi­
cally, and they will have more leverage to 
block action by painting the settlement's 
supporters as pro-tobacco. 

Further strengthening their hands, op­
ponents expect in coming months to gain 
access to anti-ihdustry testimony and 
documents, thinks to pending court cases 
in Minnesota and other states among the 
40 that have filed lawsuits against the 
industry to recoup health-insurance costs. 
While the industiV so far has a good trial 
record, it agreed to the proposed national 
tobacco settlement in large part to win 
some protection against such costly lawr 
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suits from states and smokers. 

The wild card of new courtroom disdo-
suries about the industry's past practices 
aiid knowledge of tobacco's addictive traits 
also underlies the administration's and the 
Congress's reluctance to embrace the to­
bacco settlement. Democratic Sen. Kent 
Conrad of North Dakota - who along with 
Senate Minority Leader Thomas Daschle 
met last Thursday with the administra­
tion's Mr. Reed and Ms. Shalala - said: 
"My advice to them was, let's make sure 
we have all the information we need to 
make a decision that stands the test of 
time." 
'BettertoDoItRighr -

Ainoiig his colleagues, ^n : Conrad 
said: "Tbe consensus is, it's better to do It 
right than to do it right how." 

The tobacco industry isn't planning to 
offer any last-minute concessions before 
Mr. Clinton's announcement, an industry 
spokesman said. "We are committed to the 
June 20th agreement,"'said Scott WU-
liams, a spokesman for the Industry at the 
public relatlons.firm Bozell Sawyer ROUer 
Group. He emphasized that the Industry Is 
already making compromises that "until 
now have never been achieved through ttit 
legislative process, judiciary or regulatory 
means." 

Within the tobacco ranks, the feeling 
has emerged that any concessions offered 
up now, given dismal prospects for the 
current proposal, would only weaken the 
industiy's position should terms be de­
bated anew. , 

Analysts said they expect the delay to 
have little effect on stock prices for the 
giant tobacco companies. "The market has 
largely assumed that there will be , no 
legislation this year," said Martin Feld­
man, a tobacco analyst at Smith Barney. 
Should Mr. Qinton's remarks suggest the 
settlement won't be completed even next 
year, he said, "expect to see some softness 
in the prices, but nothing significant." 

In the meantime, tobacco stocks, whose 

valuations have been tied closely to .news 
of the settlement, will revert .increasingly 
to the likelihood of winning lor losing 
individual UablUty suits. VWMle there is 
no [tobacco prop(»al] setUement. the max-
ket would lurch from;.case;, to: case," 
Mr. Feldman said. •• i -'. 

Some cases are expected to advuice 
soon. The tobacco industry Indicated; 
week that It no longer planned to settle 
multlbiUion-doUar lawsuits brouglit by 
states to recover their public health-care 
costs linketl to smoking, and will instead go 
to trial;. • ••"• .*:r-// -̂ vv,-̂ :-' 
Ads Would Be Banned''' ' 

In Texas. Jury selectltm Jn̂ the state's 
suit against tbe tobaoc^Jodiî î ^ 

.In the federal court ih :Tex«urla[$a'asnie 
federal appeals (»iiitin^R)iiiimq^ 
expected to rule 6n .tbe iFI)A!il Jiir&Uc^^ 
of tobacco. .And a suit ticughto^y vthe 
state of Minnesota and :iBluei:Gross & 
Blue Shield of Minnesota: to jxcoup̂ i.the 
health coste of smoking to seti()r trial in St. 
Paul next January. ~ 

The proposed natibnai'tjbbi^'settle­
ment. In addition to tbe'̂ SSes.̂  'billion 
payment, would ban blllbpard iulvertising. 
vending machines, sports promotions and 
ads with people and cartoon characters, 
such as the Marlboro Man. In exchange, 
the proposal would simultaneously settle 
suite by 40 states that claim the industry 
should pay for toba(ico-related\Medlcaid 
coste. and woidd* prcfvide :broad liability 
protection agidnst future lawisidte; ; : 

Meanwhile, House. jSfiigkk̂ Cijfewt.Gln' 
grich said ye$.teniay-on,ABig '̂;̂ ,/;Thls 
Week" that the Hotise^romgoj^ 
the Senate in irepealing j^rpMlra^^^ 
new balanced-budget law'tha.rcouî  
reduced the industiy'r^S '̂:^ ;]6im6h''in 
settlement paymente ovei'î thif''next" 25 

> years by roughly $50 billion taf new ciga­
rette taxes In Ihe law. House Republi­
cans had resisted repeal, uhtil the Senate 
voted 95-3 last week for tbe.move.:But the 
Georgia Republican reiterated; that the 
provision was added to thebudgjet law with 
White House acquiescence...; . 
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. By DENNIS FARNEY 
Staff Reporter of T H E WAIX S T R E E T J OURNAL 

GRANITE FALLS, Minn.-Ah. the open 
road, the whir of bicycle wheels and the 
feel of pollen collecting on the eyeballs. Is 
this-tiie way to take the pulse of a congres­
sional district or what? 

It is if you are Rep. David Minge. Every 
fall the Democratic congressman sallies 
forth with his wife. Karen, across the 
district on their two-person biqycle. Re­
cently they hit the roads here in south­
west Minnesota again, with this reporter 
chugging along behjhd - farther and far­
ther behind, actaally. as a 52-mile day 
wore on. 

Rep. Minge, a fiscally conservative 
"Blue Dog" Democrat, was the subject of a 
feature story in The Wall Street Joumal 
last spring as he and other Blue Dogs 
fought a gallant but ultimately frustrating 
battle to put more teeth into the balanced-
budget agreement. The bike trek offered 
an opportunity to see what the grass roots 
actually thinlcs of that agreement, hailed 
in Washington as historic. 

Short answer: The grass roots is 
scarcely thinking about it at all. 
It's the Economy 

Prosperity is the great fact in this rural 
district now, muting everything else.' Un­
employment is nii. small towns are short of 
labor, people are spending money. All this 
is reassuring news for incumbents like 
55-year-old Rep. Minge. "The economy 
makes it very easy for people to overlook a 
lot of things;" he smiles. 

Gary Revier. a Republican who un­
successfully challenged Rep. Minge in 
both 1994 and 1996. also senses a sea 
change in attitudes. "In 1994. there was a 
movement toward change," he says. "By 
1996, people were somewhat complacent. 
Now, people are fairly happy. There's no 
buming issue out there. What they're most 
likely to get angry about is road detours." 
Mr. Revier won't run in 1998. In fact, he 
showed up to greet Rep. Minge warmly on 
the first day oi his three-day bike trip. 

It could be argued that the current 
mood is just temporary, masking a grow­
ing voter dissatisfaction with the obsolete 
ideologies of both parties. This is the thesis 
of a thoughtful paper circulated iamong 
Minnesota Republican leaders by Stephen 
B. Young, an unsuccessful candidate for 
the GOP senatorial nomination last year. 

"The future is up for grabs," Mr. Young 
argues. "No majoritŷ  party exists liri 
Minnesota], but the components which 

O 

would make for a long-lasting majority 
coalition are at hand." 

As he sees it, the cmcial swing voter is 
tuning out both traditional Democratic 
liberals and Republican Christian conser-
yatfves. He thinks the GOP is better-posi­
tioned to forge a long-term majority - if 
Christian conservatives and moderate Re­
publicans could ever get past their mutual 
distrust. 

That is a tall order. He concedes that so 
far the Democrats have moved more 

bitter e x i S B ^ E M 
Is harder than î x̂ltev̂ t) v;' 

True, many.voters m tnlii 
seem to like his style, "h 
conservative.", says an.ApproyitH. 
Kaardai at a niadslde picnlc. "He's 
exactly what he** siipposed to do - guan 
ing the pocketbook without tuming hi& 
back on social problems." 

Trouble is, nany of Rep. Mlnge's Dem­
ocratic colleagues ih theHouse are far 
supportive ̂  and he has the linnps to 
prove It "I'vegrown a Uttle dUscoiiraged." 
he admits. For ejfaijjpje,; henow do>*te the 
Blue Dogsmad̂ âJgQ̂ ttd̂  
in the lpdget/̂ ^̂ â >>i<|î  
I îdeht.q|%.{^S2j^ 
ocratic cover a^S!?82W.T . 
Ucans,; T B q u ^ ^ f l y t ^ J S ^ J u ^ ^ 

Rep. David Minge and Ms wife, Karen 
quickly to the center, C0K)ptihg conserva­
tive themes and ideas. He calls Rep. Minge 
a Democrat "dressed up ta R^ublican 
clothing." 
People's Panacea 

Ultimately, Mr. Young thinks, a new 
majority coalition will crystalllze^und a -
centrist position that rejecte both the lib­
eral notloii of govemment as a cure-all for 
secular, problems and the Christian, cô s8̂  
vative notion of govemment as a cure-all 
for moral problems. He calls this centrist • 
philosophy "invigorated traditionalism." ,: 

This label, as it happens, is a pretty! 
good description of what Rep. . Minge al­
ready is: a fiscal conservative who never. 
theless believes govemment has a role tb 
play in social and environmental, policies. 
(He isn't an absolute purist when it comes 
to budget-cutting, having voted to protect 
costly farm and ethanol siibsidies that arc. 
important to this rural disUict.) But the 
mild-mannered Mr. Minge can testify from 
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nity toW4»'SSu5Sjpich^§?W^^^ 
ment prosrajM, h|B;cbnced he 
worked soliartibn:.ls,f?^^ 

"GlvenT&ntlhuî rgpô ieroho (the 
budget issue|,^:6^i^^ 
hepredlcts.;y (jq^^^^^ j.-.:. 
•'Next.Target'*̂ ?̂ :;;̂ '̂ î =«'̂ !̂̂ ^̂ ^̂  

His reftinnlst bent hu also irri 
Demodratic powers-that-bê  ta the H 
When he pnjppsed'̂ ta the Democratic 
caucus that coiiunittee chairmen (and 
minority ranking members)' be limited lo 
three consecutive terms he was;crushed. 
"Even friends disserted me like rats I t-
ing a sinktag sWp.'' he says ruefully.' 

Butlie wbri't-ioui't HI 
ta hisLuthajn îjscisac^^^^ 
his NorwegIan'|tî î e%|as^^ 
compeUed Ijip^fi^WTOT 
hlgh-ridc^isp^Ma^ 
rity. ?^chitaii(luDiiu^^ 
about tbe time thie blgBabyBoom̂ genera-
tlonrearM.:'mS:lssuglssoe^T(»ivftl^ 
^ucklnirJt...l|.^:;^gyr 

.rOpPPrtU-

i6]Edi$â êclflc 
'qDtitiOyersial i-

licans; Heis'^u^lfl 
proposal. l)ut sayp'ipy-,. . — . 
dea - e^4'''î 4iahd ĝ ĥivle .r/lsHthe 
table. Among: t̂ ê ;i4eas' t|(|.'is kicking 
aroiind: acUustlî q̂yifnwaip̂ ^̂ î ^̂  
used for annual .'cost-of-livtag benefit in­
creases: raising^e cap on the amount of 
income that can taxed to support Social 
Security; lnsQtu.t}ng m âiiŝ estingfOT 
cial Security benefits. 

It is an issue-lof "generational fair­
ness," he ihsiste. The altemative to acting 
is to:leave '*a.teixible legacy, a political 
and social shipwreck, to our chUdren and 
gnuidcbUd 

side her^^ik^^iSsM^m^,,^^^,.,-

long t^ii^mmm^^ 
of the Mlnnesota';%erraUeyt̂ ^ 
woods and bloonuhglnuenndiw 
beginning t6'.'nt(&e t f t ; m p ^ 
coinddence; heĵ 'ta'Gninit̂ ^̂  
the congres^m l̂̂ tĵ ii.̂ ^ 
of another Icdogressioiiijwn̂ ^ 
sented thtedis^ctte 'a 
tide-in blsfcâ ê hû t̂ihglmps 
ularity lh the 'proĉ iit̂ .̂ttie'hbme'of Ihe 
late Andrew Ji vblstead;iden!(if̂ ^ 
historical sign out front as the man whOse 
Volstead Act tried to enforce Prohibition. 

The question arises: What would David 
Minge like a historicial sign in .front of his 
own house to say? 

"The man who Slaved Social Seciuity," 
he grins oVer his shoulder. And then, 
pumpingpowerfuUy; he picks up speedand 
recedes tato'the distaince - on his bUce; as 
ta politics, piedaling uphilir-"v^-^^^^ y^ ' 



COVER STORY 

Calls for changes in tobacco 
deal may stamfijBiit approval 
BJlRlclianl BeDBdelto 

WASHINGTON - Wiien 
RJ. Beynialds lawyer D. Soott 
WheMtdwmtDtBitMyiiefare 
a coosreBiflo&l pand eariier 
•tUs wMwtiî  Sc&..Edwanl Ken* 
nedy pused himself up to red-
.fBOHllndlgnUian. 

"You baventBOt mudi cied-
IblUV coming in bere," the 
Massachusetts .Democrat 
fumed, serving notioe that any­
thing the totacco Industry fa-
von is going to be viewed sus. 
pldousiy by many lawmalnn. 

Kennedŷ  ootbunt was an-
OCDBT l i j f l ttst ft pVOpOBBd 
$368.9 bUUon settiement of 
states'lawsutis apdnst tobaoco 
companies, a settleinent 
raacbed after sis montiis of 

apart Indde the Beltway. 
And if that deal unravels; it 

could be bade to square one Itar 
tbe tobaoco Indusdy and tti op­
ponents. That would mean taw>-
sute tĥ oould drag on Ibr 
yean hi many stales ecrao^ 

Continued from IA I 

It would abb mean a lot of 
Mown espffHiHons. When they 
announced the deal ta June, 
negoUatora expressed opti­
mism that tiie deal would re­
ceive conpeasiooal approval 
and President Otatan̂  alana-
turethistaU. 

But leas than three months 
biter, ttie deal appears dead for 
thb year and potaps beyond, 

- demonstrating JM bow hard it 
is to get something so comples 

. done ta WbsUnglon. 
."We could dedde we dont 

want to do aqyOiing. Not pass­
ing legUatidn is one option," 
sqys Sen. Don Nlddes, ROUa, 

OpVER STORY nea psgB ̂  

;Notpasslnoanylegl8-
.• lation at al Is sn option 

who will direct the Senate's coosideratton of tiw tobaoco settle­
ment "Some people assume that if this Is altared here or there, 
we've got a deal, lhafs not sa" 

The slate offlclals and ttbooco Industiy representatives who 
announced tiie pact with much isnfsre ta June underesUmat-.. 
ed the difflculty of gating the necdsaiy approvals ta Washtag-
ton. ta the past 10 weeks, the pact has been picked apart 
interest groups. White House advisen and lawmaken on Capi­
tol Hill, where antt-tobaoco sentiment is ristag. 

President CItaton is ttiis week expected to outttae ta voy 
broad terms wbat he thinks ot ttie deal and ttie changes he'd 
Uke to see. He says be'U "do whatever I ttiink will best further 
public health and wUl best increase the chances that we can 

dramatically reduce 

COVER STORY JSji-" 
Ifs highly unlikely Ota­

ton wUl give a strong eodonement But even if he does, it. 
might not be enough to breathe new UfO tato the settiement 

'This Is probob̂  the most compleit piece of legislattan to 
come along ta recent menxny," says Rubers Unlvosily pdtti-
cal sdenttst Ross Baker. The idea ttiat the setttement can ktad 
of sail through Congress b naive, at best" ' 

"The deal would require tobaoco rnmpmlfw to pay states 
$368.9 billion over 29 yean to cover Medicaid costs of treaUng 
smoking-related illness. The companies abo would submit to 
tougher adveribtag and sales restrtcdons. In return, ttie states 
would drop their lawsute and more than a dozen daasactton 
cases would be settied. And, most important for the oompa-
nles, there'would be a aqi on how much each flim would have 
to pay out ta damages each year if any antkobacco lawsute 
are successful, as well as a ban cn future class nction towsute 

From the slates'perapective, the deal would provide a cash 
windfall and curb teen smoking. From the bompenies' pep 
specOve, the setttement would remove the uncertabuy of Ight-
ing the lawsuits stat»4y<tat& The companies oould wta many 
of those suits, but they cany the iiotenttal for penalties to soar 
through the roof. .. 
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Afflldimidi Eô la,~ttie Juiie 20 pad was balled as the great-
Mv^ory Ikn-antt4nioklng ftam since the surgBon generafs 
warnings were posted on cigarette pads ta 1969. 
. •Mlstelppl Attoreey General Mike Moore, the lead negotia-, 

tor lor the states, called tbe setttement nhe most htatorlc pub­
Uc heahh achievement ta hbtoiy.''-A JuUlant Florida AUoney 
General Bob Butterworth boasted ttiat "Uie Mariboro Man will 
be riding into tbe sunset on Joe Camel" 

Uw Ink on the proposed setttement had barely dried wlwn 
the attacks begaa PubUc heattb advocates sucb as fWmer SUP 
geon general C Everett Koop and former Fbod and Drag Ad-
•mtabtratton chief David Kessler said ttie pad was too easy on 
thedgsrette maken. 

The AoKrican Lung Asso­
dation, a key leader ta the 
anti-smoking fight, de-
nounced the pad as "a 
sweet deal for tiw tobacco 
companies and a bed deal 
for the American people." 

Itai came the tobacco 
tarmen, who fOar economy 
Ic taases as smoking de-
dines, and the convenience 
stores, which fear sales 
losses as dgarette advertl̂  
tag b restricted. Advertising 
wflTtflff dont Uke resbto-
tions oo bUUxmrds. And ttw 
autMBdng Industiy b coD-
cetned about the loss of a 
ntafor sponsor. 

In short, the pad afleds 
diwns of Interest. groups, 
most of which employ lob-

bylsb seektag tt> get tiw best deal tiiey can for their clients. 
Lobbybts IU-ttw tobaoco tadustiy alone cnUeded 18 miUion ta 
fees ttw Int six months of thb year. 

Mooey.bnosmaU part of ttw stray about wby ttw settleinent 
b so tenuous. There's a tat at stake. The lobacco tadustiy takes 
ta about 18.4 bUUon annuaUy ta profits before tarn and pro­
vides an annual tacome of S2.8 bUUon for 100,000 fannen ta 16 
states. Whafs more, federal, state and local govenunent take 
ta about $19 bUUon ta taxes a year from tobacco products. 
. As aU ttw competing forces have fought fo'Otaton'h ear, the 

White House review of the settlement has dragged on longer 
. than eqieded. The review has been led by Heaitb and Human 

. Sendees Secretaiy DnnnaShahla, an ex-amokeirwhobdeeply 
snsplclousof tiw ttibacco companies and would Uke to puiibh 
awm, and Otaton dooMstic policy chief Bruce Reed. Hĉ  a 
nooemoker who approaches ttw sulked wtth a more d»: 
tacked. pottcyoTlented perapective. 

^ After getttag hb advbenr mnlllfting reoommendatlaas, 
Otaton b eqwded to cdnw out flib week ta favor of a settle-

'maa. But hv̂  •speded̂ oondlttoa bb approval on certain 
liuuigfs being IncnipofBtBd. . 
_Uantag from hb UHUed health care ielDnn plan, the 
president b eoqwded to outttae m̂ Jor prlnĉ iIeK raflier than 
tiy to write the leglaiation himself. And mtadful of malntataing 
. hb high appraval ration be knows that talking tough on tobao­
co lAqn wdl wtth most voters. Otaton b expeded to can Itor 
tiiese dwnges ta ttw apeement .• 

> More power for tae Food aul DragAdn̂ ^ 
ubtte nicaltae and sttller Ones if teen 
smoktag doesn't drop. 

> Greater disclosure of industry docu­
mems relating to dgarette additives and 

> Repeal of a filO bUUon tax credit for 
the tobacco industiy that was inserted 
tato the recentty enacted tax taw. (The 
Senate voted fOr such a repeal last week, 
and on Sunday House Speaker Newt 
Gtagrich said he wUl urge House mem­
ben to also vote for repeal) 
>Soroe type of flnandal proiectton 

.for tobacco flnimen. 
Moore has been w«>rklng with the 

White House ta an etIOrt .to ensure that 
. ataton's proposab arenl so tough that 
the companies waUt isway. "We want 
Congress to pass a national tobacco poU-

jy. We want to get it right bm we dont 
want to let the ported become the ene­
my (tf good enough," be says. 

On CapUol HUl„however, one can al­
most hear the scrqw of the l̂ btattve 
brakes betag applied. "! dont ttiink any 
of us knows for sure where well end 
up," says Sen. Jim Jeltorib, R-Vt, chair 
man of the Senate iahor coDmiittee. 

Becaiae no memben of Confess 
were at the table when ttw deal was cut, 
the setttement has been somewhat of an 
oipban on Oapttol HUL Konwdy and oth­
er antt«iioking tawmaken have done 
Uttle b4 trash tt And ttMse who general­
ly tevor the tobaoco companies, and re­
ceive tag financial contilbuttofB from 
them, are reluctant to step forward to 
embrace tt RepubUcan presideBtiai can­
didate Bob Dole, during a 1996 cam­
paign swing through Kenbicky, caught 

flak when he said be didn't if 
AnoUng b addictive and added ttiat 
'*Bome people say mUk b addictive.' 

"Many RepubUcans saw ttie way Dole 
nit«hiiiwii»iii the smoking Issue in 
year's presidential election and i. 
want to be seen as defenden of big to­
bacco," says WiUiam Kristol a GOP 
strategbt and editor of the conservative 
tVeeUy Standanl. 

The tobacco tadustry con-. 
tinues, however, to use politi­
cal coittributtonslo bolster tts 
sagging suppon on Capitol 
HUL Common Cause says ttiat 

.the fint six months of thb 
year'the tobacco industry 
gave $1.6 mUUon to the Re­
pubUcan Party and $324,000 
to Democrats. 

The ubacco companies 
say that any attempt by the . . 
White House or Congress to 
tacrease ttie $368.5 bUlion 
price lag wUl be a deaMtreaker. Tbey re­
coil at a liUlta Confess that would pre- . 
vent ttw companies from taking tax de­
ductions for the $368.9 billion in 
payments, rabing ttie eSedive of 
the settlement by sonw $100 bUUon. 

"Who's going to make the payments if 
we go out of business?" asks I in-
diBtiy tawyer J. Phil Cariton. This ts a 
deUcately balanced compromise," says 
RJR's Wbe. 'The companies do not 
have the abUity to do more." 

But many on Capitol Hill believe Oie 
companies are bluffing. Not only do. 
some tawmakeis think the payouts 
penalties are too low, they also c Hike 
-the part of the deal that would pn 
. the tobacco companies from future law­
suits, even though that's a cenlei !or 
the seltlenwnt • 

. If the comprehensive setUement ulti-
mately tails apart, the fight against 
smoktag and ttie tobacco companies is 
certata to continue. 

CUnton could press for greater FDA ' 
control over nicottne. New restrictions 
go advertising and sales could tie en­
acted. Higher taxes on dgarettes 

. be levied. And ttibaccb companies 
be expected to fight 
throvî  lobbying 

. . action. 
In tbe mcaiitime,. s . 

against tobacco comiianies •' 
on ttw state level are i ig 
ahead. And if the nattonal set­
tiement grows too cosUy, the 
tobacco industry appears 
ready to take tts chances'in 

- court, eschewing further 
8tate4>y-state' deals Uke those ' 
reached with Mississippi 
Florida. "That prospect, says 
Moore, could be a "double-

edged sword." 
"States could start winning on 

. own and say, "Why should we i ! Uie 
payments wlUi otter states?'" Moore 
says. "Or the companies can t win-. 
ning and say, 'Wait just a minute on this 
settlement' This setUement is tte 
deal we can gel The ttme for Congress 
to ad b now." 

Contilbuttng: Jessica Lee, Doug Levy 



NflnniiLiNE 
Ariz, prosecutors: Suspedsr 
weren't bounty hunters 

Arizona prosecutors said Sunday they have filed fliA-de-
gree murder charges against five men who stormed a Phoe­
nix house and kUled a young couple inside, saying the men 
were not bounty hunters as they claimed. 

Maricopa County Attomey Rick Romley said the charges 
were upgraded from second-d̂ ree murder after new evi­
dence showied the grdUp had planned to rob the house on 
Aug 31, not capture a CaUfomia fugitive. * 

The bounty huhter story was Just a ruse to get them out 
bf trouble If somettiing went wrong," Romley said. 

PoUce said the men, wearing body armor, broke ta at 4 
am. tied up a woman and held her chUdrta at gunpotat 
The men then kicked down a bedroom door and engaged ta 
a fierce gun battle with Christopher Foote, 23, that left 
Foote and girlfriend Spring Wright. 19, dead. 

Calif, wildfire consumes 13 buildings 

Bicyclists Valse $7.5M for AIDS 

* By WHani VMMon Lcivto W AP 
Taking a break: Rreflghters rest before rejoining the 
battle against a southem California wUdflre that raged 
over more than 1,200 acres, consuming 11 homes and 
two other buildings near Running Springs. Hundreds of 
residents were evacuated. Firefighters and aeivar.cs 
Hurricane Unda rein had the biaze 80% contained. 

BART IS BACK: The San Frandscb Bay area's commuter 
rail system was ready to roU today after a strike 1^ union 
workers idled trains and created traffic nightmares. Bay 
Area Rapid Transit trains havoit run stace Sept 6, the day 
before 2.600 workers waUced off the Job. Management and 
the tmions reached a tentative four-year contract Saturday. 
Traffic Jams and packed buses were the rule as travel times 
doubled and tripled for many riders seeking ways in and 
out of San F^cisco. BART ̂ dles 275,000 riders a day. 

EXTRA CELL: Oklahoma Qty bombing defendant Terry 
, Nichols uses a neighboring ceU equipped with a videoca-
. sette recorder as an office to help prepare his defense, 
Newsweek reports today. The W)y-8-foot ceU at Denver's 
Federal Correctional Institution holds thousands of pages of 
transcripts and briefis and a VCR to watch footage related to 
the bombing, the magaztae reported. Nichols faces trial 
Sept 29, on murder, conspiracy and related charges ta the 
April 19,1995, Alfred P. Murrah Federal BuUdtag bombing 
Uiat kUled 168 and tajured more than SOO. Ttaiothy 
McVeigh already has been convicted and sentenced to die. 

CARGO CRASH PROBE: Fine Air Services Inc. the cargo 
carrier that suspended lUghts after an August crash that 
kUIed five, ŝ ys it plans to fiy again withta three weeks un­
der an agreement with federal regulators. The Miami-
based airitae halted operations Sept 4 pending an tavestiga-
tion. Its DC«, taking off from Miami Intemational Airport 
crashed tato a street, kUUng aU four aboard and one motor­
ist The NatitHial Transportation Safety Board is tiying to 
determtae if 45 tons of textiles were stored Improperly on 
tiie plane. Ftae Air has agreed to tanprove caigo handUng 
procedures and pay a reduced fine of $500,000. 

i 

ByAndanKiustofg.AP 
3-day Joiimey over: The Rklertpss Cyde,' a tribute to 
AIDS victims, makes its way toward tne closing ceremo­
nies of the Boston-to-New York AIDS ride. All 3,200 par-
ttetpants had gathered eight blocks from the Manhattan 
finish line to conclude the three-day, 275-mile joumey en 
masse. The ride raised $7.5 million for AIDS programs. 

APPLIANCE SCIENCE: Bern. Kan., had a 38% savings in 
overaU water usage and a 56% energy savings stace the U.S. 
Energy Departmenrs "Energy Star Reisidential Technol­
ogy" pUot program began ta Jime, federal oflicials said. , 
Maytag hl0i-efficiency,Neptune washers were installed in 
104'homes ta and aroiind Bern, population 204. The depart­

ment now testing refrigerators, window air conditioners, 
: heat pumps and other ̂ pUances, hopes to promote use bf 
those found most environmentaUy friendly. 

REDWOOD PROTEST: Thousands of environmentalists 
gatiiered to protest logging of centurie&old redwoods in 
northern California's Headwaters Forests. Among the pro­
testers ta nearby Stafford was singer Bonnie Raltt one of 
1,000 petqile arrested during a simUar protest a year ago. 

Written by John Bacon witii staff and wire reports. 
Contiibuting: Carrie Hedges. 
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COMMENTARY 
By Mike France & John Carey 

TOBACCO: DON'T JUMP AT THIS DEAL 

A merica now has an unprecedented opportunity to save 
millions of lives. With public outrage at Big 'Tobacco hit 
ting all-time highs, and the industiy's power sinking to 

new lows, it appears to be politically feasible—for the fii'st 
time ever—to impose a powerful regulatory regime on ciga­
rettes, one of the world's deadliest consumer products. 

But there's a risk that 
the country •will blow this 
historic opportunity. Well-
publicized peace talks are 
now under way over the 
fiiture of"tobacco. Unfortu­
nately, these negotiations— 
and the public debate—are, 
dominated by three groups 
that do' riot necessarily 
have society's .best inter­
ests at heart: the industry, 
plaintiffs''lawyers, and at-
torheys'general from 24 
states'that':have sued man-, 
ufacturersriRather than fo-"'! _̂  
cusing.'pri^the regulation of ''.^^ 

gy intOc'developing a $250 ' i ^ f ^ % i 
bimon-^o|$3ti6.'billion;fund \ ' . ^ ; t « ^ 
that would.'coinpensate the 
iridust^sfalleged victims; ':- " f | | p i 
It's clear<twHat find ^ s l f ^ l i ^ s 
apifealingra|)putf,such a ' - ' imS^^^ 
deal:: Plaintiffs'--lawyers . ' i ^ m ^ ^ 

. stand-tofmake -H^ 
nulUons;||ite'''iridustiy • * 
•w'ants t̂(^Jiim^ .'its? liability 
and stabilize its, •stock 'valu -̂
ations;:ana\|he's^^^^ ' 
will befableijtp' crow, about f f 
the: biliionsj they have'-won / 
for their|states. 
"IWPTA'TION.'' But-these 
peace falkss.are -worrisome.;; 
While it'stfemptiiig to grab' 
the indusfry's 'billions'now,- • 
the priceffOT such a'mam- , 

moth compensation fiind will .be far, too high. In exchange for 
a share- of tobacco's profits,,-th'e 'pqwei'fiil lawyers at the bar­
gaining-table ma'y have to trade pfT the right to fully regu­
late eveirytiling ffom tobacco; advertising to nicotine content. 
While the .attorneys would 'obtain tougher limits than those 
that currently exist, thei'e are already signs that they would 
fall far shi'ort of what is neede'd to seriously slash tobacco 
use. Then America's hands would be tied, since the negotia­

tors want to cement their flea! in congi'essional legislation. 
Says formei' Food & Drug Administration Commissioner 
David A. Kessler: "Wc can't afford to buy into a system that 
looks good today but may tum out not to be effective." 

Kessler is I'ight. While there may come a time when set­
tlement talks are appropriate, now isn't it. The public-health 

community, unprepared 
for the speed with which 
Big Tobacco's political 
power has crumbled, still 
has to do some serious 
thinking about the right 
way to cut tobacco use. 
Moreover, the wrong par­
ties are at the table. 'The 
industry; the AGs, and the 
plaintiffsfliawyers share a 
strong financial interest in 
striking-a deal that focus­
es on compensating Big 
Tobaiccb'sWictims rather 
than regulating it in the 
future; While paying mon­
ey to sriipkers and states 
that: have .'shouldered huge 
M6dicaid5bills may one 
day^&eVdesirable,",it-isn't 
the,top:priority. • V: 

insteadi j i i is far. more 
irnpoSsmlrtp take-inrtmedi^ 
ate 'steps'̂ to raisê â 
r'ette)taxeSjucurU ;., 
.adveftisiiig^.arid^accelerate 
\tne;campaign;-tp,'ban •.: 
smolgnglirit^^ 
GiilyFafter|these -goals ; 

' haye?beejri:;â ^ 
• thfeissueipW^̂ ^̂ ^ comperisa-,,, 
,tion/fund'^be;a^ j 
, "IC^ItlfergisJo^ 
arnouni*ote money'avail- , 

: ableyjjit^falwaysv tp., 
use^hat'rh^^ td'pre- ' 
ventsfu'turefloss than to 
coriipensat'e- peoplei'for 

past, loss—as, cruel as that choice may^seern;;to be,'' says Jef­
frey O'Cohnell, a professor at the Univer'sityVofiVirginia law 
school arid exjiert in injui-y-compensatipn plaris.'' 

Taking tougher steps.to prevent futiire-shipking iŝ  possible 
I'ight now—without conceding anything:'to the/(industry. An 
enormous legal hurdle to regulation fell on Apr. 25, when a 
North Carolina federal judge declared that the FDA has juris­
diction over tobacco. I f the decision is upheld, ori appeal, as 
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The lawyers at the table are focusing too muGh on ttie 



many legal .'exper1;s expect, the KDA could accelerate its at-
Lack.on teenage smoking—and begin.thinking about such 
dramatic: future steps,as requiring,reductions in the amount 
of nicqtinejin cigarettes;-Before striking an irreversible.deal 
with the .industry'-let'̂  what the: FDA can do first. 

What; spec^ be done? Looking forward, ppUcy-
makersisjiipu be ".guided,by some; fundamental principles. Uni-
versity,.'6f;ffichig&|to^^ policy;expert Kenneth E. Wariier, 
for ;ir̂ tanceV:̂ dv6râ  All Americans haye.the 
right :tpv;breathe lairinPtitainted-^^^ smpke' at work 
smduri'tpublic/piacê ^̂ ^ more help tp 
qmt; •cMdren- arid-iKeriag^ to an;environment 
freefoffads^^ 
areji'weUiiiMorriiê ^̂ ^ 
.tlie|nsp*shpmd-;haye™ 
^i#!i|lipe^iicc^i^^^^' 
v;?'-We#duldfaddi;to<-Wariii'v 
er,s; list; another;:™ 
(right'isdea^^ 
/•!^;encans;'t^^t^^^^ 
•riiariiifacturei%;;bf,:yarigCT^ 
• PUS- products..: •'-^^^mSi^::^^ 
TWt?HikEl\\̂ ?in[iu 
course, ̂ be-fcareful,|^]^&^; 
spect'ifreedô ^̂  
;also;a:fchem 
value! vif restnctiPn 
placed?Jpn?p̂ ^̂  
critics .;;W.pnder|,wl̂ ^̂ ^ f ^ S f 
next?.f"Befpre;'Î  , 
the:..tbbadcp>bandwagp'n̂ ^ , 
want tp'knpw: why^^arerijt. 
caffeine',,, chocoiateiVsugar 
on there,; too," grumbles.",. 
Lawrence W. ,Schoril3run;;a 
Berkeley \(Galif.): attorney 
who fights :excessiye-'ciass-
action.'la'v f̂yers' fees:-);;ij, 

Keeping", all' these-princi­
ples in mind, hereiat-e'̂ spme 
steps worth taWng;ij:F,Pr? 
starters, the riiost/effective 
way tp .prevent smokinig is 
to raise the tax on'-dgâ  
rettes. A 10% rise in the 
cost of tobacco sends ;sales 
down 4%—and among . " 
youths, the drop is higher, 
perhaps as much as '12%; 
"Kids are sensitive to price, 
if not to risk," explains 
health economist Willard G. 
Manning of the University of Minnesota (table, page 112). We 
should heed the recommendation of smoking foes for a major 
nationwide tax increase—about .$2 per pack, to roughly $4.50. 

From an international perspective, that's still not very 
high: A pack costs $4.80 in Britain. But it would be enough 
to discourage children and push millions of adults to cut back 
or quit. Admittedly, new taxes are a hard sell in Congress, 
liut polls show that Big Tobacco is a pariah to a majoi'ity of 

Americans, so cigarette taxes.may.be a breed apart. Some 
key Republicans have signed onto ̂ a bill that would modestly 
raise cigarette levies, and a record, number of states ai-e con­
sidering boosts. The billions pf .dolJars raised could be used .to ., 
fund education programs and'hard\Hitting antismoking cam-̂ . , 
paigris. Such revenues might eventually fall as consumption' 
does, but that's the point, after alh;',,. . 

Another effective tool: strict:curbs on ad's and promotions 
aimed at kids. Right now, America's^youth are bombarded . v •' 
with merchandise' Offers, clever.'ads'«iin mag;azines and on bill-... 
boards,.and'alluring store displays^a barely regulated free-'-, 
for-all. That's just-.what the FDA.w.as trying'.to curb when it \ 
announced;;rî w.iad Jrestrictiori U. S;; District judge''''a i ' ; 

—~~—~—' "^l-J-^Ui^Pl'L. Osteenvblocked\ '. '̂i 
^Jtlie FDX'S ad Urnit̂  in HS*< |̂',̂ |! 
?|;recent .riiling, butJthe ..tjlS:'i||3 
'•̂ Siipreine, 'Coiut on JAprĵ .?;;|? 
?temorsed: the goverrim'en't'^.| 
:ff nght tP r̂egulate cpmme':̂ |̂,̂ | 
||cial speech for the pubUcIf j ^ j 
i|good-t-.a'';sign that ,some;?g|̂ -|i 
^restrictions on tobacco *^^''p 
Ijmai'keting are likely t0vbejM| 
«i|t||eratea. 
'';;'̂ ''w::That.'s:welcome:'riew%ii§̂ ^̂ ^ 
Î ^Mbre th'an 90% of curr;en^',|| 

srriokers';begin puffing-be-^ill 
••fore the:age of 18; and:;in̂ j!i;̂ ^ 
recent yeai-s such;enticê !-*i-;;;v4i 

•:ments as cartoon.chara'c-Jfc |̂ 
.. t'ers and- free merchandise'- -4; 

- • • : -"*.(,(:">'.'̂  
have helped boost smok-;g:-.;« 

: ing by kids. Typically, ' .X^^ 
they're well aware of the' t 
hazards of smoking, and'i-' l-^i 
.they never intend to 
make it a lifelong habit.-l̂ f̂ i-:? 
But before they reach 
adulthood, they're hooked;fi< 

. "The big problem is thatv«-';,;-
kids underestimate the ' .ji' 
addictive power of nico--. : 
tine," explains Neal .;:-,•.-:; 
Benowitz, an addiction ex- ;'; 
pert at the University of-. •. 
California at San Francis-'-
co Medical School. , 

The message that 
smoking is cool also 
comes from secondary-
source promotion thi-ough 
the mass media, such as 

Hollywood movies. There is a deliberate industi-y-funded ef­
fort to get cigarettes placed in movies and TV shows. "We're 
getting killed in the entertainment media," laments Gregory 
Connolly, director of the tobacco-control project at Massachu­
setts' Public Health Dept. It's a tough problem to solve, giv­
en the First Amendment. But it's worth trying to jawbone 
Hollywood into deglamorizing smoldng. 

We also need to push companies and local government to 

liut polls show that Big Tobacco is a pariah to a majoi'ity of We also need to push companies and local government t 

lae past, rather than on preventing future smokers 
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WHAT WE SHOULD DO ABOUT TOBACCO 
POSTPONE THE SETTLEMENT TALKS Current negotiations amount to a 
backroom deal by lawyers and would give away too much to industry and 
hobble our ability to regulate in the future. 

BAN ADVERTISING AND PROMOTION AIMED AT KIDS Without trampling 
the First Amendment, we need to keep the industry from hooking smokers early. 

RAISE TAXES Boost the price of cigarettes—by as much as $2 a pack—to 
dramatically cut sales, especially to kids. 

EXPAND SMOKE-FREE WORKPLACES AND PUBLIC AREAS Studies show 
that when a company bans indoor smoking, nearly 25% of its smokers quit 
and others cut back. More states need to sign on. 

DISCLOSE ALL INGREDIENTS Adults could make more reasoned decisions. 
Now many smokers think "lite" cigarettes are safer than nicotine patches. ^ 

KEEP FDA ON THE CASE Current rules barring tobacco sales to kids are only 
a start. We need a strong regulatory hand that could impose further restrictions. 

\,, make eyerything from offices tbi'sections of restaurants 
:':;;smokeT-free.;."It's the:rriqst effective singlfeintery.ention,'' 
;)•'::'says StaritiDn :A';.Glantz,. a proriiirierit arititpbacco activist. 
>;>'-.When>ŝ ;ra baris4'smoking,--about"prie-̂ ^̂  of 
^|i';smpkeK^(jiuf,f^ cuf?Daclt.20^But;^TO have a 
•jMyprig •'wa'y.-.tp5gp'0A; new that 
M i n 1995,̂ 3̂51%̂^̂  in .th'et.state>;stilVdidrit have 
,̂|sucKiat^aiiT^and^ is^bne:bf̂ theflmpre en-

ll-J^ lightened; states'^on -this/issue/ »yf,:, ;;'-J"-' '• •'•:' 
Indiyiduais^liiou^ But full 

^Siscl6surje-;i6||^ ef- • 
*iS*î o«f-oii£;Sri*;.i,'̂ ;̂;.>i-.;f '*̂ ''l;'make' mp̂^̂^ 

|using rê ^̂^ ., , There's alsoiireason, to beheve t̂ ^̂ ^ 
^̂ •i> of siriokers^felieve . scheme for tobacco mctims woulSfê ^̂ ^ 

than:' nicotine .. the problem:J-Srnpking 'causes a i«fidejyariie£î ^^ 
with an ex-,( nierits,':but •it|li^riptphe;'sole cause|pf;|inj^ijt^^ 

•'• cpmpensatidn̂ cliieme;̂ ^̂  
~.'m'afe" claiiiian̂ ^̂  

|ent^,|||5t;nex|^^ •';:-siici.asi^how|teng^^ 
i|>|HopKE^^ !(msider!<t^ •peiiny ̂ irî thfe^ 
g^idea.'pf;||^d^ That ; i,i!of•DiBobieVeoiildOb'e^^^^ fnnn''e'v.^fefliicinp''t,hesave^^^ 
tlllco'iild'p'&nceiyab expefiment with to--

on radio and .fy tobacco ads, for, example, .companies re­
bounded withta;, series - of strategies—from: merchandise 
giveaways to'i'spprts isponsorships^that reached;-ampresT 

, sionable youtK̂ ''.',!.,:-'!;•;:'. , ^ 
. Once a stfpngJregulatory scheme: is in-place, then-'if . . 

niay be time.to r̂inqvfe p̂ ^ to the issue of-compensating-' ? 
Big -Tobacco's ;.yi8fims: But beforehand, society, nee'ds; to 
reach a conseri'siisfonvhow much money smokers . really • 
deserve. Affeî \air,-:.tlie. vast majority, knew of the'.risks of.-
cigarettes and:'tHerefqre,̂  their̂ ownIin-̂ v'- • 
juries. So is'.itj&.ii|t'q: force the indus'try.'to -pay<fo'r?theu-
-ttll^medicaKexp'ehses? . ' ^f.. 

i 

fa 

fMtiiie;6iitg)fr]cig^^ :aifofmer:-FDi-4a'v^^ 
E^^s^lYuj^^ ••̂*" 
.f|lliqn:-Am'enra 
|'Jji|Miug.:̂ Hê ^ hayeVto '• 
|^|moke^0pre'toj^titK^ dailjyniTO- ; 

tme fixes And it might encourage! 
^nftfPPtlegging 5 ^ . 
jMfe'randsSBut'.patches','̂ ^̂ ^ or::othei-
,i!,.,»̂ deliv.ery|syst̂ ^ just'as .ef-
;"̂ >fectî ve"|m̂ '̂̂  
^vv^ut riiafiy: of'fM^he^ .: ''[U;. 
:v?|l|J:Na1praU^ of action;;, 

needs.'flexibilify^̂ ^ and.̂ plen-
t,,',?t jr. of .debate. Airid;'it's:wise to remem-
' ;'-;_b'er that: in thefcase 'of even the most 
;\ •i\;ell7meaning regulations, the indus-
;:;:: .tiy hasJia liistpry.-.of ttirning the-.laws 
;«;-'tq:;its;aavaritage:'̂ ^ 1971̂ ban 

PROPOSED TAX 
INCREASE 

$1.00 
$2.00 

25% 
40% 

ifrĵ ^blanketTirn^^^^ 
;̂#¥i'xcftanĝ ^̂ ^̂ ^̂  fu'nd-;--Therefe.ino;̂ easpm^̂  
* •)• .:'...Jr - -'•-"'-•-- v̂ g;̂ eprive: people'̂ l)̂  

'iespecially-siriTOjjHe^lp^'sil^finl^^!^ 
•:|triumph in court ha&|redu.'cedr^1;fe 
'isne'ed to provide?th'e?t.qb^ccpjinq 
/slegal- protection ;irivexcliarige|fo^ 
"s'cooperation:.,:/ >.' :;^^':J:.-!•A^ffe^^i^* 
i; .; Amenca is'';at:a-criicialicrbssrqadsr '3 
.The tobacco industrylis','on tneSru 
and there is arunique'^topportunit^^^^^^ 

rshape the futufe Let'Sj'iibt.'.'riis^^^ 
a lawyer-driven :dear thatf sai'ciifi^^^ 
this. once-m-a-hfetime;cliaricet^t(J 

..-the tobacco habit. •':''StA:MY:M:i 

THE POWER OF TAXES 
A recent study shows the strong 

correlation between high cigarette 
taxes and reduced consumption, 
especially among young people: 

REDUCTION IN 
NUMBER 
OF YOUTH WHO 
SMOKE 

REDUCTION IN 
CIGAREHE 
CONSUMPTION 
BY 
YOUTH 

50% 
70% 

DATA CMALOIIPKA S GROSSMAN TOR NATIONAI BUREAU Of 
ECONOMIC RESEARCH. BW 

Mike France covers legabaffa/irs •: 
• from New York, and John Carey :re-^ 
.poHs on health from Washington::, 



SEARCH RESULT - WSJ Interactive Edition hUp://interactive5.wsj.com/arehive/retri...rds=tobacco&any-all=AND&maxitcms=30&HI=30 

B D l T l i m 

i i i l i l i 
RESUITS 

Dow Jones Newswires — June 9, 1997 

Amer Cancer Society Says 
Tobacco Deal Addresses Its 
Concerns 
Dow Jones Newswires 

ATLANTA ~ The American Cancer Society said the 
proposed settlement between the tobacco industry and 
the attorneys general of 33 states appears to address its 
six general principles for public health. 

In a press release Monday, the society said "it is not 
endorsing any settlement agreement language until it 
has the opportunity for an extensive review of all 
elements." 

The American Cancer Society said it is "encouraged" by 
the proposals and urges the attorneys general to 
present a complete plan so a full evaluation can be 
conducted. 

The society believes settlement talks "appear to have 
produced substantive elements with the potential for 
controlling tobacco industry activities" and providing 
protection for future generations. 

The society said it seeks a settlement "that gets us to a 
smoke-free generation as quickly as humanly possible." 
A settlement that embraces its public-health goals is 
preferable to "waiting for the uncertain result of many 
years of continued litigation," the society said. 

Defendants in the suits against the tobacco industry 
include B.A.T. Industries Ltd.'s (BTI) Brown & 
Williamson Tobacco Corp , American Tobacco Co., 
RJR Nabisco Holdings Corp.'s (RN) R.J. Reynolds 
Tobacco Co.; Philip Morris Cos. (MO), and Liggett 
Group Inc., a unit of Brooke Group Ltd. (BGL). 

The American Cancer Society's six principals are Food 
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and Drug Administration authority to regulate tobacco; 
allowing the FDA to augment FDA requirements 
governing youth access and tobacco marketing; no 
immunization from lawsuits for the tobacco industry; a 
sustained public education and tobacco-control 
campaign; a prohibition on Congress preempting state 
or local laws that are stronger than federal laws; and 
disclosure by the tobacco industry of its research and 
studies. 

Return to top of oaae 
-'"Vm-''IIPECffit'l;^^^^;^ ttOfSfijfltP^^^^^^^ |:::::::::Yg<Ĵ :::::::::: 
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Guide to Tobacco Files; 

File 1-BASIC 

a. The settlement 
b. The doings of Koop & Kessler 

File 2- LEGAL 

1. Yellow- Legal Issues 
a. Elizabeth's notes 

2. Document Disclosure 
a. Anne Weismann's comments on Appendix VIII of the settlement 
b. Document disclosure issues affecting FDA 

3. Licensing 
a. Introductory memo 

4. Company Liability 
a. Memo on punitive damages 

5. Penalities for Violations 
a. Side/side: settlement v. Existing law 

6. Constitutional Problems 
a. Web article- Due Process, state sovereignty, and 1 Oth Amendment problems , L ^ 

7. Financial Concerns 
a. Web article- FTC concern over price-fixing 

File 3-INTERNATIONAL/TRADE 

a. Elizabeth's notes 
b. Overview memo 



c. CDC report on internt'l HHS activities and international implications of the settlement 
d. Intemational portfolios of the tobacco companies 
e. Statistics on intemational sales 
f USTR's role in tobacco exports 
g. Intemational implications of the settlement 
h. GAO report on tension betw. U.S. export policy and anti-smoking intiatives 
i. U.S. and intemational tobacco trade: a perspective 

j . Some news articles on U.s. cigarettes abroad 

File 4- REGULATION 

1. Yellow- Regulatory Group 
a. Elizabeth's notes 

2. FDA Regulation 
a. Michael Raab memo on preemption issues 
b. Famous Bill Schultz memo on FDA regulation of product and advertising 

3. Advertising Issues 
a. Web article- efficacy of "no smoking" areas over ad restrictions- Scandinavia's example 

File 5-ECONOMIC TASK FORCE 

a. Preliminary draft outline of progress report on economic issues from CEA 

File 6-ENVIRONMENTAL TOBACCO SMOKE 

a. Introductory memo and side/side from DOL (Draft #1) 
b. Draft #2 
c. OSHA side/side— recommendations for changes 

File 7-CESSATION/EDUCATION 

1. Yellow- Cessation/Education 
a. Elizabeth's notes 



2. General 
a. Cessation/education meeting memo from July 9 

File 8-PROGRAM & BUDGET 

1. Yellow- Program and Budget 
a. Elizabeth's notes 
b. Basic breakdown of funds 

2. General 
a. List of Members of Subcommittee on Children's Health and Other Health Services 
b. Draft #1 of Tobacco-Related Research Workgroup report from July 11 
c. Draft #2 from July 14 
d. Summary of Talking Points from July 8 meeting 
e. List of option for use of residual ftinds 
f Agenda 
g. CDC's proposed public health initiative 
h. Director of NCI's report on Tobacco Research Trust Fund 

File 9-TOBACCO FARMERS 
a. Assisting farmers- Lexus search result 
b. Web article- Rep. Lowey's (D-NY) anti-federal crop insurance bill 

File 10-TOBACCO-RELATED LEGISLATION 
a. List of bills 

File 11-CIGARS 

1. General 
a. Statistics on rising cigar consumption, etc. 
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TALtONG POINTS 

We fully understand the significance of tobacco production in each of your States and 
Congressional Districts. Even though tobacco is only grov̂ Ti in 21 States nationwide, it is 
Ihe sixth Jiirgest cash crop. 

Tobacco production and marketing is the single most important economic engine in many 
counties throughout the country and especially in the Southeast. Net returns per acre 
dwarf the retums per acre for any other major crop produced in the United States. 

Tobacco production is especially important to farmers with limited financial resources 
and minority farmers. 

The Administration will not forget the concerns of the farmers in its review of the 
Tobacco Settlement. Since the announcement of the seUlemenl, the Admixiistration has 
maintained an active dialogue with tobacco farmers, and their elected representatives, in 
order to fully understand tiieir views and concems with the agreement. 

Farmers were not invited to participate in the negotiations. However, they deserve to be 
heaid now, and to have their views fully and fairly considered in the cour.sc ofthe review 
conducted now by the Administration and later when Congress considers legislation. 

We can provide our commitment to work with you when the Congress considers 
legislation to ensure that farmer concems are addressed. 

The Administration is committed to the fulfilment of its youth smoking goals. Without 
exception we have found [hu tobacco farmei'."; also suppoit these goals. 

Tobacco farmers have [lot, and will not be singled out for punitive, or unfair treatment by 
the Administration in its effort.'; to address youth smoking. 
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' forces m' Sbuth Korea Ih t̂ ^̂  1970's. 
Lieut. Gen. David R. Palmer, re-

Papers Crucial 
In Florida Deal 
Over Tohacco 

,:̂ y BARRY MEIER 
'•:-m" ' • 

As|^^trlal nears in a major smok-. 
ing^̂ l̂ated lawsuit against the tobacr 
cbVih(iustry,.a.Iegid confrontation is 

^ iMmihgvv.betweeh ' Fibridai officials 
ind cigarette company lawyers over 
-thie dlsclosiire.of documents. 

5̂ Florida's Attorney General, Rob̂ . 
A. Butterworth. said yesterday he 

would not settle the state's Medicald î 
related' lawsuit against tobacco p'rô ; 
ducers unless they dropped their ef-
foits to prevent the release of eight 
sensitive Liggett Group documents. 

"Unless they show good faith and 
let these documents go," Mr. Butter-
worth said, "there is no way they're 
going to see me at a.bargalning ta­
ble." . .. '.-.v,:- . 

The Liggett documents, which covĵ ' 
er strategy talks amonjg tobacco iri* 
dustry lawyers, were:̂ divulged by 
Liggett as part of a separate setUe­
ment agreement it reached earlier 
this year with state attomeys gen­
eral. But since then, other tobacco 
companies, which reached their own 
$368.5 billion settlement proposal 
last month with state officials, have 
gone to court to block release of the 
papers, claiming they are covered by 
the attorney-client privilege. . 

While the proposal is pending, 
states that have sued the industry 
can pursue those lawsuits or settle 
them. Jury selection in Florida's 
lawsuit is set to begin oh Friday in 
West'Palm Beach. The state is seek 
ing to recover billions of dollars in 
Medicaid expenses for treating 
smoking-related illnesses. 

Normally, exchanges between law­
yers representing different clients 
are protected from disclosure unless 
the plaintiffs can show that the law 
yers were involved in a crime or 
fraud. So far, several judges in Flor­
ida have ruled the documents pro­
duced by Liggett, a subsidiary of the 
Brooke Group, contain evidence that 
industry lawyers were involved in 
such conduct. 

Cigarette companies have ap­
pealed those decisions, and one in­
dustry official said they would con­
tinue to do so. 

The differing positions of Mr. But­
terworth and cigarette company ex­
ecutives raise the possibility that 
Florida's Medicaid case could go for­
ward despite efforts in reCent weeks 
to negotiate a settlement. 
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SUMMARY OF BUDGETARY EFFECTS OF PROPOSED SETTLEMENT 09/11/97 
BASE SCENARIO WITH BBA CREDIT REPEALED AND YOUTH TARGETS MET 0540PM 

(In billions of dollars) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 98-03 98-08 98-23 

RECEIPTS 
Base Payment (inc. trust and up-front payment) 10 11 12 15 18 19 19 19 19 19 19 84 179 464 
Payments to Recoup Excise Tax Credit and/or Losses.... — . — — — — — — — — — — — — — 
Adult Sales Volume Adjustment — — — — — — — — — — — — — — 
Credit for Persona! Compensation Claims — — (1) (1) (1) (1) (2) (2) (2) (4) (4) (4) (16) (76) 
Inflation Adjustment — (1) (1) (1) (1) (1) (0) 0 1 1 1 (4) (2) 72 
Credit for BBA Excise Taxes — — — — — — — — — — — — — — 
Look-Back Surcharge for Youth Consumption — — — ~ — zn — — — — — — — — 

Net Industry Settlement Payments 10 10 11 13 16 17 17 18 18 16 16 77 161 460 

Tax Offsets 
Indirect Business Tax Offset (3) (3) (3) (3) (4) (4) (4) (4) (5) (4) (4) (19) (40) (115) 
Corporate Income Tax on Look-Back Surcharge — — — — — — — — — — — — — — 
Youth Excise Tax Trigger — 
Reduction in Existing Federal Excise Taxes — 

Total Federal Tax Offsets (3) 
Net Additional Receipts to US Govemment 8 

POTENTIAL USES/CHANGES 
state Attomeys General Proposals, Total — 
Offset Reduction in State Excise Taxes — 
Use of Youth Look-Back Surcharge (90% grants) — 
Potential Increase in Federal Medicaid Match 1 

Total Potential Uses 1 

Memoranda: 

Percentage Point Shortfall from Youth Target., 

121 m m m m LU m {11 £11 {11 {41 {111 {291 

13) {3} Ml 151 161 {61 {61 {61 {51 {51 (241 (511 (145) 
7 7 9 11 12 12 12 12 11 11 53 110 316 

7 7 8 10 12 10 10 10 6 6 44 86 204 
1 1 1 1 2 2 2 2 2 2 6 15 49 

2 2 2 3 3 3 3 3 3 3 13 29 85 
10 10 12 14 16 15 15 15 11 11 63 130 338 

22% 23% 29% 34% 38% 38% 38% 38% 38% 39% 
-10% -11% -13% -16% -17% -18% -18% -18% -18% -18% 



SUMMARY OF BUDGETARY EFFECTS OF PROPOSED SETTLEMENT 
BASE SCENARIO WITH BBA CREDIT REPEALED AND YOUTH TARGETS MET 

(In billions of dollars) 

09/11/97 

05:37 PM 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 98-03 98-08 98-23 

RECEIPTS 
Base Payment (inc. trust and up-front payment) 10 9 10 12 14 15 15 15 15 15 15 69 144 369 
Payments to Recoup Excise Tax Credit and/or Losses.... — — — — — — — — — — — — — — 
Adult Sales Volume Adjustment — (1) (1) (2) (2) (3) (3) (3) (3) (3) (3) (9) (23) (74) 
Credit for Personal Compensation Claims — — (0) (1) (1) (1) (1) (1) (1) (3) (3) (3) (13) (59) 
Inflation Adjustment — 0 0 1 1 2 2 3 3 3 3 5 1 8 1 0 9 
Credit for BBA Excise Taxes _ _ 
Look-Back Surcharge for Youth Consumption = . = 1 — = z = i ~ — = — — — =z =z =z 

Net Industry Settlement Payments 10 8 8 10 12 13 13 13 14 12 12 62 125 344 

Tax Offsets 
Indirect Business Tax Offset (3) (2) (2) (2) (3) (3) (3) (3) (3) (3) (3) (15) (31) (86) 
Corporate Income Tax on Look-Back Surcharge — — — — — — — — — — — — 
Youth Excise Tax Trigger — — — — ~ — — — — — — — — — 
Reduction in Existing Federal Excise Taxes n { Q l l i l ( D l D { D { i ) a i { 1 1 { 1 1 { l l { 3 1 {8] (23) 

Total Federal Tax Offsets { 3 1 I 2 1 ( 3 1 ( 3 1 ( 4 1 { 4 1 ( 4 1 ( 4 1 i 4 i l 4 1 { 4 ] { 1 9 1 M Q l (109) 
Net Additional Receipts to US Govemment 8 6 6 7 8 9 9 9 9 8 8 43 86 234 

POTENTIAL USES/CHANGES 
state Attorneys General Proposals, Total — 6 6 7 8 10 8 9 9 5 5 39 74 165 
Offset Reduction in State Excise Taxes — 1 1 1 1 1 1 1 1 1 1 5 11 39 
Use of Youth Look-Back Surcharge (90% grants) — _ _ 
Potential Increase in Federal Medicaid Match 1 1 2 2 2 2 2 3 3 2 2 1 0 22 63 

Total Potential Uses 1 8 9 10 12 14 12 12 13 8 9 54 108 268 

Memoranda: 
Ad Valorem Equivalent of Net Payments 17% 18% 22% 26% 28% 28% 29% 29% 29% 29% 
Change in Total Cigarette Consumption -7% -8% -10% -13% -13% -14% -14% -14% -14% -14% 
Percentage Point Shortfall from Youth Target _ _ _ _ _ _ 



SUMMARY OF BUDGETARY EFFECTS OF PROPOSED SETTLEMENT 
DAGC OCENARIO WITII BBA CREDIT REPEALED AND YOUTII TARGETS MET 

(In billions of dollars) 

09/11/97 

05:56 PM 

RECEIPTS 
Base Payment (inc. trust and up-front payment) 
Payments to Recoup Excise Tax Credit and/or Losses.... 
Adult Sales Volume Adjustment 
Credit for Personal Compensation Claims 
Inflation Adjustment 
Credit for BBA Excise Taxes 
Look-Back Surcharge for Youth Consumption 

Net Industry Settlement Payments 

Tax Offsets 
Indirect Business Tax Offset 
Corporate Income Tax on Look-Back Surcharge.. 
Youth Excise Tax Trigger 
Reduction in Existing Federal Excise Taxes 

Total Federal Tax Offsets 
Net Additional Receipts to US Govemment., 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 98-03 98-08 98-23 

40 10 

POTENTIAL USES/CHANGES 
state Attomeys General Proposals, Total 
Offset Reduction in State Excise Taxes 
Use of Youth Look-Back Surcharge (90% grants).. 
Potential Increase in Federal Medicaid Match 

Total Potential Uses 

10 

{31 
8 

23 

(4) 

19 

(3) (5) 

4 
15 

25 30 37 39 40 40 40 40 163 

(1) 
(4) 

(1) 
(5) 

(1) 
(7) 

(1) 
(8) 

(2) 
(7) 

(2) 
(7) 

(2) 
(6) 

(4) 
(5) 

(4) 
(4) 

(4) 
(28) 

20 

(5) 

24 28 30 31 31 32 31 32 131 

(6) (7) (8) (8) (8) (8) (8) (8) (33) 

4 
16 

4 
18 

5 
21 

6 
24 

6 
23 

6 
23 

6 
24 

6 
21 

6 
21 

24 
95 

361 

(16) 
(57) 

288 

53 
207 

953 

(76) 
(7) 

871 

(72) (218) 

{D {11 {21 {21 {21 {21 {21 {21 {21 {21 {§1 (20) (53) 
{61 {61 {81 {91 (101 (101 (10) (10) (10) (10) (41) (92) (271) 
13 14 16 19 20 21 21 22 21 21 90 196 600 

10 10 12 13 15 14 14 15 12 12 60 127 348 
2 2 2 3 3 3 3 3 3 3 11 27 89 

162 
599 

Memoranda: 
Ad Valorem Equivalent of Net Payments 
Change in Total Cigarette Consumption 
Percentage Point Shortfall from Youth Target.. 

45% 
-19% 

49% 
-21% 

59% 72% 
-25% -30% 

78% 
-32% 

-2% 

79% 79% 
-32% -32% 

-4% — 

80% 
-32% 

80% 
-33% 

80% 
-33% 



SUMMARY OF BUDGETARY EFFECTS OF PROPOSED SETTLEMENT 
BASE SCENARIO WITH BBA CREDIT REPEALED AND YOUTH TARGETS NOT MET 

(In billions of dollars) 

09/11/97 

06:12 PM 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 98-03 98-08 98-23 

RECEIPTS 
Base Payment (inc. trust and up-front payment) 10 9 10 12 14 15 15 15 15 15 15 69 144 369 
Payments to Recoup Excise Tax Credit and/or Losses — — — — _ — — — — — — _ 
Adult Sales Volume Adjustment — (1) (1) (2) (2) (3) (3) (3) (3) (3) (3) (9) (24) (76) 
Credit for Personal Compensation Claims — — (0) (1) (1) (1) (1) (1) (1) (3) (3) (3) (13) (59) 
Inflation Adjustment — 0 0 1 1 2 2 2 3 3 3 5 1 8 1 0 8 
Credit for BBA Excise Taxes — — — — — — — — — _ — 
Look-Back Surcharge for Youth Consumption — — ~ ~ — 1 — 1 — Z Z l 6 29 

Net Industry Settlement Payments 10 8 8 10 12 14 13 16 14 13 13 62 131 370 

Tax Offsets 
Indirect Business Tax Offset (3) (2) (2) (2) (3) (3) (3) (4) (3) (3) (3) (16) (33) (92) 
Corporate Income Tax on Look-Back Surcharge — — — — — — — — — — — — — — 
Youth Excise Tax Trigger — — — — _ _ — — _ _ _ — _ — 
Reduction in Existing Federal Excise Taxes — { 0 1 { D { D { l l i D l l l £ D ( l l ( D ( 1 } { 3 1 {9J (23) 

Total Federal Tax Offsets { 3 1 { 2 1 i 3 J 1 3 1 { 4 1 1 4 1 { 4 i { 5 1 ( 4 ) i 4 1 { 4 i £ 1 9 1 { 4 1 1 (116) 
Net Additional Receipts to US Govemment 8 6 6 7 8 9 9 1 1 9 9 9 43 90 254 

POTENTIAL USES/CHANGES 
State Attorneys General Proposals, Total — 6 6 7 8 1 0 8 8 9 5 5 39 74 165 
Offset Reduction in State Excise Taxes — 1 1 1 1 1 1 1 1 1 2 5 1 2 39 
Use of Youth Look-Back Surcharge (90% grants) — — — — 1 — 3 — 2 2 1 6 29 
Potential Increase in Federal Medicaid Match 1 1 2 2 2 3 2 3 3 2 3 1 1 23 68 

Total Potential Uses 1 8 9 10 12 15 12 15 13 10 10 54 115 301 

Memoranda: 
Ad Valorem Equivalent of Net Payments 17% 18% 22% 26% 29% 28% 33% 28% 32% 32% 
Change in Total Cigarette Consumption -8% -9% -10% -13% -14% -13% -16% -13% -15% -15% 
Percentage Point Shortfall from Youth Target 6% 2% 23% 17% 24% 30% 



SUMMARY OF BUDGETARY EFFECTS OF PROPOSED SETTLEMENT 
WITH BBA CREDIT REPEALED AND TOUGHER YOUTH SURCHARGE (EX TAX EQUIV) 

(In billions of dollars) 

09/11/97 

06:12 PM 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 98-03 98-08 98-23 

RECEIPTS 
Base Payment (inc. trust and up-front payment) 10 9 10 12 14 15 15 15 15 15 15 69 144 369 
Payments to Recoup Excise Tax Credit and/or Losses.... — — — — — — — — — — — — — — 
Adult Sales Volume Adjustment — — — — . _ _ — — _ _ _ _ _ _ — 
Credit for Personal Compensation Claims — — (1) (1) (1) (1) (2) (2) (2) (4) (4) (4) (16) (76) 
Inflation Adjustment — (0) (0) (0) (0) (0) 0 0 0 1 1 (1) 0 49 
Credit for BBA Excise Taxes — — — — _ _ — — _ _ — _ _ _ 
Look-Back Surcharge for Youth Consumption = . = i = =z = 1 1 4 7 3 7 1 23 161 

Net Industry Settlement Payments 10 8 9 10 13 15 14 18 20 15 19 64 150 503 

Tax Offsets 
Indirect Business Tax Offset (3) (2) (2) (3) (3) (4) (4) (4) (5) (4) (5) (16) (38) (126) 
Corporate Income Tax on Look-Back Surcharge — — — — — — — — — — — — — — 
Youth Excise Tax Trigger — — — — — — — — — — — — — — 
Reduction in Existing Federal Excise Taxes r : , { Q ] 0 1 { l l { l l { l l { l l { l l { l l { l l { l l { 4 1 L M (31) 

Total Federal Tax Offsets { 3 1 ( 2 1 I 3 1 i 3 1 { 4 J 1 5 1 { 5 1 I 6 1 { 6 1 { 5 J { 6 1 { 2 Q l { 4 8 1 (156) 
Net Additional Receipts to US Govemment 8 6 6 7 9 10 10 12 14 10 13 45 103 346 

POTENTIAL USES/CHANGES 
State Attomeys Generaj Proposals, Total — 6 6 7 9 1 0 9 9 9 5 5 39 75 166 
Offset Reduction in State Excise Taxes — 1 1 1 1 1 1 2 2 2 2 5 14 52 
Use of Youth Look-Back Surcharge (90% grants) _ _ _ _ _ 1 1 4 7 3 7 1 23 161 
Potential Increase in Federal Medicaid Match 1 2 2 2 2 3 3 3 4 3 3 1 1 2 7 9 3 . 

Total Potential Uses 1 9 9 10 12 15 13 18 21 12 17 56 138 472 

Memoranda: 
Ad Valorem Equivalent of Net Payments 17% 19% 23% 28% 31% 31% 39% 44% 36% 44% 
Change in Total Cigarette Consumption -8% -9% -11% -13% -15% -15% -18% -20% -17% -20% 
Percentage Point Shortfall from Youth Target 4% - 1 % 19% 10% 4% 24% 



ALTERNATIVE TOBACCO SETTLEMENTS 
(Dollar amounts in billions) 

SUMMARY 09/11/97 
06:10 PM 

Tougher Restore Payment 
AG Youth Gov't of$1.50 

Baseline Settlement Surcharge Share Per Pack 

Youth Targets Not Met: 
Average Payment per Pack in 2003 1/ 0.57 0.60 
Average Price per Pack in 2003 1/ 1.93 2.49 2.53 
Millions of Smokers in 2003 51.5 46.2 45.9 

Gross Payments over 25 Years 21: 
Base Payments 
Youth Smoking Penalty 

Total 

369 
18 

386 

369 
98 

467 

Net Federal Revenues, Cumulative: 
Five Year Total (1998-2003) 
Ten Year Total (1998-2008) 
25-Year Total (1998-2023) 

Payments and Revenues in 2003: 
Gross Industry Payments 
Net Industry Payments 
Net Federal Revenues 

43 
90 

254 

17 
14 
9 

45 
103 
346 

16 
15 
10 

Specified AG spending. 11 11 

Note: all scenarios assume repeal ofthe TRA97 excise tax credit. 
1/ In constant 1996 dollars. Includes BBA97 excise tax increase. 
2/ In constant 1998 dollars. 



ALTERNATIVE TOBACCO SETTLEMENTS SUMMARY 
(Dollar amounts in billions) 

(y 

Youth Targets Met: 
Average Payment per Pack in 2003 (96$). 
Average Price per Pack in 2003 (96$) 
Millions of Smokers in 2003 

Gross Payments over 25 Years (98$): 
Base Payments 
Youth Smoking Penalty 

Total 

Net Federal Revenues, Cumulative: 
Five Year Total (1998-2003) 
Ten Year Total (1998-2008) 
25-Year Total (1998-2023) 

Payments and Revenues in 2003: 
CBross Industry Payments 
Net Industry Payments 
Net Federal Revenues 

Specified AG spending 

Tougher Restore Payment 
AG Youth Gov't of$1.50 

Baseline Settlement Surcharge Share Per Pack 

0.54 0.54 0.73 1.50 
1.93 2.47 2.47 2.66 3.43 
51.5 46.3 46.3 45.1 40.2 

369 
0 

369 

43 
86 

234 

17 
13 
9 

10 

369 
0 

369 

43 
86 

234 

17 
13 
9 

10 

464 
0 

464 

53 
110 
316 

18 
17 
12 

953 
0 

953 

90 
196 
600 

31 
30 
20 

09/11/97 
05:50 PM 

12 15 

Note: All scenarios assume repeal ofthe TRA97 excise tax credit and include the BBA97 excise tax increase.. 



07.ai.''97 10:55 ©202 720 5437 USD.̂  SECRET.̂ RY l 0 0 3 

NCDfl MARKETING DIU Fax:919-715-0155 Jul 10 '97 18:54 P.02 

NORTH CAROLINA DEPARTMENT OF AGRICULTURE 
AND CONSUMER SERVICES 

pnSTTTOX ON nTPPT;]VT TOEArrO NFrTOTTATTONS 
A.s TT RTXATES TO ?T̂ OT>T!CTTQN 

A meeting was held today at the request of Commissioner James A. Graham to discuss famer 
needs in connection with the cunent tobacco settlemem. The following people were m 
attendance- Commissioner Gi^am, NCDA (chaiiman); Deputy Commissioner Weldon Denny 
NCDA; W B Jenkins. NC Fann Bureau; Urry Wooten. NC Farm Bureau; Lionel Edwards. Flue-
Cured StabiUzation, ArnoM Hamm, Flue-Cured Stabilization; Charles Haivey, Tobacco Growers 
Assn. of NC; Robert Caldwell, NC State Grange; John Cyrus. NC State Grange; Mac Dunkley, 
Bright Belt Warehouse Assn.; Paul Dew, NC Agribusiness Council; Sam Coley, USDA-FSA; 
Carol Holley. USDA-FSA; William Upchurch, NCDA; Carl Sofley. NCDA; David McLeod, 
NCDA; Harry Daniel, NCDA; Peter Daniel, NCDA. 

The group recommends as follows: 

1. PROTECT THE CURRENT TOBACCO PROGRAM. 

2. MAINTAIN THE TOBACCO QUOTA CURRENT PRICE SUPPORT SYSTEM. 

3 A COMMITMENT FROM THE TOBACCO COMPANIES TO PURCHASE 600 MILLION 
POUNDS OF FLUE-CURED TOBACCO ANNUALLY. 

It was a consensus of this group that any legislation enaaed by Congress to implement the 
settlemenl should address the following growers concerns. 

4 AUTHORIZE THE SECRETARY OF AGRICULTURE TO HviPLEMENT PROGRAM 
CHANGES THROUGH A REFERENDUM BY THE GROWERS. 

5 SET ASIDE ONE PERCENT ( 1% ) OF SETIXEMENT PACKAGE TO ALLOW FOR 
QUOTA BUY-DOWN OR OTHER PROGRAM ENHANCEMENTS 

6 TOBACCO GROWERS, GROWERS' ORGANIZATIONS, WAREHOUSES. AND 
DEALERS SHOULD RECEIVE THE SAME IMMUNITY OR LIMITATION OF 
LEGAL LIABILITY AFFORDED TO THE TOBACCO COMPANIES. 

Prepared July 10, 1997 by the North Carolina 
Department of Agriculture and Consumer Services 

James A. Graham, Commissioner 



4' + » 0 N 3 ' * " * * 

2. 

Proposal on Negotiated «etHernent 
On Behalf of Flue-Cured Tobacco Producers 

Qfifltlima Current Program 

A. Contractual commitment by manufacturer, to annually purchase a minimum of 585 
million poundŝ (90% of 650 million). ^ 

B. Continue current price support program. 

C. Complete 1994 buyout agreement. 

D. USDA shall continue to administer the tobacco program. 

E. No net cost assessments and other costs to administer the program shall continue 
as under the current program. 

Transition Payments and Quota Compensation 

In the event the tobacco progn.m 13 Ciminate. or phased out by congressional 
aeon, or manufacturers fail to meet purchase a,.e™o,..», .̂ nsition payments and/or 
quota compensation shall be made to tobacco producers as follows-

A. Transition Payment. - The, 1996 market price average shall be the base for 

transtfon payments. If prices for 1998 and subsequent years (up t„ eigh. 

average less than the 1996 beltwide market average, producers win receive a 

Û a„«t.on .h« w„, bring that year's average up to .he 1996 .„.,et average 

B. Q Oto Compensation - When purchase a,rce„.e„. is not fuinUed and pZases-

ahall be ret.red >d <,uo,a owner paid $4.00 per ,«.und for lost cuota. ,f ^ota 1 
reduced below 50?i ^f»h^ inn^ \ . . "'^^^^ 



Recommendation for On-going 
Tobacco Strategy Plan 

1. Centralize Information: there will be a need for collecting infomation in a prompt and 
coherent way, including: what is happening on capitol hill, waht is being said in the media, what 
public interest groups may be preparing to say. All of these things could have an impact on the 
progress of the deal. 

2. Rapid Analysis: There should be a preordained system for anaylzing and distribting 
information on the impact on deal financially, politically. 

3. Organize legislative response 

Function: 

Designations 

Structure: 



l~0043&01 .TXT• '"'.„."',._. " I r ~ -™ - ~ - - Pagef 

International Tobacco Fund 

Early in the next century, tobacco will be the leading global cause of premature death and 
preventable illness. According to the World Health Organization (WHO), worldwide deaths 
from tobacco are likely to exceed ten million per year by 2025, with 70 percent of those deaths 
occurring in developing countries. While the proposed tobacco industry settlement addresses the 
industry's future in the United States, it is silent with regards to the overseas impact. 

Tobacco consumption, and its deleterious effects, are a global problem which should not be 
ignored; the problem cannot simply be exported away. The United States Government should 
take the opportunity offered by the proposed settlement to take the lead mobilizing the 
international health community to reduce the consumption of tobacco products, particularly as it 
affects the health of children and youth. Such an undertaking will have many facets, but should 
leverage efforts already underway in bilateral and multilateral, official and non-governmental 
fora. However, resources that currently can be brought to bear are tiny in relation to both the 
scope of the problem and the resources that can be brought to bear by the tobacco industry. 

We can begin to address this imbalance through a creation of a new fund [with a portion of 
settlement proceeds] that will focus efforts in intemational public health and education efforts. 
These efforts include: 

Bilateral Collaborations, including cooperative agreements with key countries to 
promote the development of national and international tobacco control and prevention programs. 
Funds can be mobilized to deliver comprehensive technical assistance, including training, 
exchange of public health experts, organization of workshops and symposia, and exchange of 
publications and information related to tobacco control and prevention. The goal should be to 
promote globally consistent and reinforcing regulations that restrict tobacco advertising and 
minors' access to tobacco products, for example. 

Regional and Multilateral Collaborations, including working with UN agencies, the 
multilateral development banks (MDBs), and other development organizations to expand their 
tobacco use reduction efforts, and promoting efforts to expand or create regional alliances to 
facilitate and promote collaboration and cooperation on tobacco-related issues, such as the 
prevention of cigarette smuggling. Grants could be used to supplement MDB financing for 
existing activities and/or to establish new programs aimed at discouraging tobacco usage and 
production, as well as to help offset the medical costs of tobacco use. Other technical assistance 
can be provided tlirough the MDBs, including policy advice they give to borrowing governments 
relating to regulatory issues (such as advertising bans); trade policies (to incorporate effective 
health and safety measures); and tax and fiscal policies (to help governments reduce reliance on 
revenues from tobacco sales). 

Global Strategies, such as increased support for the WHO's Tobacco or Health Plan of 
Action (1996-2000), which promotes comprehensive national tobacco programs, advocates 
strong tobacco control policies, and disseminates global and country-specific health data and 
tobacco prevention and control strategies. Increased funding can help to enhance staffing and 



^0/97 08:50 S 

THE W H I T E H O U S E 

W A S H I N G T O N 

1^ u o J 

From the Office of: 

The Domestic Policy Council 

Elena Kagan 
Deputy Assistant to the President 

for Domestic Policy 

TO: 

FAX: 

PHONE: 

PAGES: 

MESSAGE: 
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TO; 

FROM: 

FAX: 

PHONE; 

DATE: 

^ Nonh CaroUna Department of Ju.stico 
* PHONE: (»4^-?30-33?7 f ^/fc^GV' 

FAX; 

Bruce Lindsey 

.Mike Eaaley 

202-A56-2<?fl.3 

8-15-97 
_ATTWriON; 

Bruce: 

The difference in the $l.Aobllllon (first 50 por cont of the quota) and 
the second 50 per cent of the buyout of $2.00 t)( 11 loci la a result of a 
gradual decrease of 6.25 per cent over the fir.Mt of.«ht yoara. 

Thanks for all your help. 

Mlko 

O S TUi^i CUA,i C U M X 

' l l ' " . " . 
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1996 Quota 

Base Una of 873 million lbs. 6 cents per year 

Y<??r 
1996 

Rcllsim 
$1.8300 per lb. 

Transition Payment 
0.00 

1997 1.8300 perlb. - 0.00 

6^ 1998 1.7700 perlb. •tt 52.38 million - 973 fjii/i/lby. 

12yl 1999 1.7100 per lb. Sl 104.76 million 

fjii/i/lby. 

180 2000 1.6500 per (b. s 157.14 million 

240 2001 tl.690O perlb. 20&.52 million ^ 

300 2002 1.5300 perlb. = 261.90 million 

360 2003 1.4700 per lb. e 314.28 million 

420 2004 1.4100 per lb. 366.68 milHon 

480 2005 1.3500 perlb. 419.04 milliqn 

60% decrease In Quota 
$1,885.68 billion 

54.66 million Iba.x4 

61.15 million Ib$.x4 

47.63 million lbs. x 4 

44.95 million Ibe. x 4 

6.25% decrease over 8 Years 

$218.24 million 

$204.60 million 

- $191.80 million 

$179.80 million 

$2,063.84 billion 
$1,408,12 billion 
$1 •885.68 t?yi?nr) 
$5,377.64 billion 

$1,408.12 billion 
$1.885.68 billion 
$3,293,8 billion 

''.TV 

. ..r-.V-

+ 8 . 
+ 8 

= $411.725 million per year 



TEffi TOBACCO SBm^MDn'PAY^ 

UpOQ 

Lump Sam Cash PaymelJl:#S?^^ 

iHtblic Healtii Ptmdsl 
Smoking! 

Year.l Yc?r2 Year? Year4 YearS Y«»r€ Year? Years Year9 Year 10 Y<ar 11 Yearsm 

KJCSCOGA 

UwiUocated^^^ 

SUBTOTViiiS 

Tort Fund 

1.0 

0.125 

O.075 
0.1 

0.5 

4.0 

i s 

8.5 

1.0 

0.125 

OJ075 
0.1 
01075 
0.5 

2t75 

4,0 

25 

0.S25 

9.5 

1.0 

0.125 
OJ 
0.1 
0.1 
0.075 
OJ 

ID 

0225 
03 
0.(25 
0.1 
0J075 
OJ 

I J 

0.225 
OJ 
0.125 
0.1 
tJHTS 
OJ 
0.175 

I J 

0.22iS' 
OJ 
0.125 
Oil 
0075 
OJ 
0.175 

I J 

fe5 
OJ 
0.125 
0.1 
ojns 
OJ 
0.I7S 

I J 

2.2 2J2S 3.0 3.0 3.0 

4.0 

3.5 

I.S 

4.0 

4.0 

4.0 

5.0 

3.675 3.0 

4.0 

2-5 

5.5 

I U 14.0 15.0 15.0 

4.0 

2 J 

5 i 

[5.0 

*Firet Year mimboriorPid^ ^ j p ^ is suĵ iosod lo be capped al ZO 

Amotmu do oot inchidi^|(j)v^id^ paymenls not covered by tort fimd (up to an additiooal Sl Lillion per year). 
::, 'r;^^^^^|^^iiffl^i^reduc^ peaaides (ap to S2 biJtkuiperyeat); or 

1 . - . • . ' • j " ; V , ' V ' . > - - 3 c ? ^ . . . p : : ^ - ^ . - ^ r L T ^ A ; f f > « ^ .. 

• ••/.••••\''''i''SHf'tS^^ . 

1.5 I J I J 

»3 

CD 

O 

0-1 

0.225 0.225 0225 0:225 0.225 
OJ OJ 03 OJ OJ 
0.125 0.125 0125 0.125 0.125 
0.1 0.[ 0.1 0.] 0.1 
WnS OL075 0.075 0X7S — 
OJ 0.5 OJ 0.5 OJ 
0.175 0.175 0,175 0.I7S 0-25 

3J0 3.0 3J) 3.0 3.0 

4.0 4.0 4.0 4.0 

2J — — — — 

5J S.O S.O S.C 8.0 

15.0 ;5.u 15.(1 J5.0 15.0 
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Proposal on Negotiated .Settlement 
On Behalf of Flue-Cured Tobacco Producers 

I . Continue Current Program 

A. Contractual commitment by manufacturers to unnua.iy purchase a minimum of 585 

milhon pound| (90% of 650 million). ^ 

B. Continue current price support program. 

C. Complete 1994 buyout agreement. 

D. USDA shall continue to administer the tobacco program. 

E. No net cost assessments and other costs to administer the program shall continue 
as under the current program. 

2. TransUlon Payments and Quota Compensatloi) 

In the event the tobacco prog^m i» cUminatoa or phased out by cong-̂ sional 
action, or manufacturers fai. to meet purchase agreements, transition payments and/or 
quota compensation shall be made to tobacco producers as follows-

A. Tra„,U.on Payment. - The. 1996 market price average shal, be the base for 

t««s...on paymems. If prices for 1998 and .subscguent years (up ,„ ei,h. 
average less than *e .996 beitwide market avenge, produce, wii, receive 

Ûana fon payment that wil, bring that year's average up to the .996 average 

B. QUOU Compensation - When purchase agreement is not fu.n..ed a™, pZases-
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Hard-Core Smokers, 
Last-DitchJRemedies 

By GINA KOLATA 

ROCHESTER,-Minn. 

THEY stay th a small iinit. 
at the end of the hall,on,'; 
the 10th noor of'Method-,.:: 
ist Ho^ital.her« -^ tiie^^ 

Incorrigible cigarette smokers. 
Five men ahd three women, all at 
the end of their rope, each having 
paid $3,000 to spand . eight days 
living in a bland hospital room'of 
the Mayo Clinic, and each fer­
vently hoping that an'intense res­
idential program will make it 
possible to quit. 
/There is Russeli'-'̂ Spence, a 

rxlanky trial lawyergfrom Spring . 
v;Valley/ 

Phillips-frpm Richmond, .35, the 
youngest of the.group, a smoker ' 
since she was 16Sydth a sensuous 
relationship with tobacco. 

"Cigarettes were Hilŝ l̂over," ' 
Ms. Phillips said. "Theysijem-
braced me when I needed to'̂ bfe,̂  
embraced. They laughed with me j i> 
when I was happy. They gave me 
a feeling of control when all else,, 
wias out of control. There was no 

' tlmie when they were not enjoyed ' 
by me." 

Although her mother is a smok­
er .with chronic obstructive pul­
monary disease and although Ms. 
Phillips' has developed asthma 

-and her chest hurt from smoking, 
she' cquld'not stop. 

'There Is a 68-year-old retired 
" ' * Maitlaiid, 

Skip HetaM (or The Nev. York TUnes 

Russell Spence, who is trying.to quit smoking after:47..yeara,'^ 
heart attacks and a bypass operation, using a carbon monoxide; 
testing machine at the: Mayo Clinic^nicptihe dependence proj^am. 

WiTC., .,w|»|fhM^^^ man from; 
smoking fpr^47.,years; since hê  . pia., who Insisted on. anonymity, 
was 13; w^Awat|*«|hls ciga^^ he'had started smrtting-^ 

,;̂ r̂ette-admcted'-\fat̂ ^̂ ^̂  ; 12, he i 
^ lung cariceiJ,^enj!fc|wM^^ fiiS brother and a ' 
, .die of a hwftjitUcklat.the.ag^^ to the top of a 

51, his clyjainrttefaa^ ; beeditree'and jit up, ahd a neigh- ; 
, diepf.emi^3^ma;{mdbis ffU^ was on fire ' 
, in-law . die^of^ung^ Mr. .and.called the fire department.; 
Spence.v hM >had. : tw 
tacks. Yet still he;sm6k̂ ŝ  

Therer" is -î rtvab̂ ^ ; 

f. 
fi, • 

fi>--,ife.>"; 



THE NEWVORK TIMES, TUESDAY;JULY39.1997 

Hard-Core Smokers MakeMsfI)itehm5rt to Hati' 
> CmnniMd From Poi,.. CI ' _™»« "toys, u Uie United Slates. couMnot Mopsmoklni Emi*y«ina ' ' i r t i l n —Jil i - iX- .'• l ^ i - . J ' Conn'nued From Page Ci 

, It is hard to walk up a fiight of stairs 
' or m l In a fish.' 

Ttie program's patients aiv ntiui.V.' 

Thesedays. in die United Slates. caM not stop smoUng: EmphyMma cenain annmt of exuonre. wu' i . 

reajjnave. ,»!ieeling their oxygen caniaeri. , studyiautlior 
Thê jMrae-oripur camsekvs ls V.̂ TOs ralses.ihe:ipoMoi'irtiy fiiil.^pjwii^ 

-•^ISS." '^'Tii'"'^ 'MJ'-n''''^^ '•• 
I .i. ' me-patlems are harder .UP treat." smoking? Is this'>tabtiotn'aikll<ikir'< 'i,yfta .£^..,i:^ii^ 

Uioogh lh. <locu>rs «Kl counsek^-fhave.^SeSS^^ 
directing the Mayo Clinic's nlcoUne?, liilini, twiic • • • 
dependence clinic use eveiy netbiid' \rain medical 
ISf.' ~ nta>.-ii(i9M's,- «er,haU^af'ill. adult men .S^dld""siTO 
1 , . S , ^ . " K ' ^ . ' ^ ' \ ' ' ^ * " - r ' ^ ' « percent; . ^ b S i ^ S t t ? 
actsortbechemicalpaihwaysUmu-. l'tveiyone elje'hi .. t.wuerjmi™ nr. 

by nicotine,'inunseling aiid ',or.dled.""7ff< ' '-•'- iiliin^' 
f i T : L ? : ^ ^ ' ? - ^ ! ^ ' ^ r ^ ' ' ^ ' " ' ^ ' ^ iiveraie/V. Hurt said, the f S S c i ? ^ the natlents who go thniu{^ the pro. - ,J..'!->H>-""">.~' 
i stop. Yet It U one of a handful 
oi iiw>auent prorams 'lm nJCMtte-j pepcent have health problems direct- j'.dally, and never beooiiii 

tly.;related U) their'sihokjng. Some " ' " 
f were on walling lists for u-ansplants 

,;.j-.v;.-;'tal<j?.'Jf« '.-i, .^^^.-.-percenJol.tlioaB.irtioexpectedtogii! 
A :^'i,^^U^-^t.i::- S' ? alenBege' *ii!«»,h«l •moked i i'J- .-

•octaMase (effect, wtdi sioDfe-: 
concBitt—d In the tower diss. \ 

•mortldlty, morê alco. . tte ouUlers, the otieoie edps i f iKeV s^bM n 
psychiatric probieos. JbeD;curre? In.a'aiicSty în wttch'ib'fi sijd'i'̂ ^^^^ 
prohlema Back in the ' mam adults h m ^ b M etiiretta?v.''_fci, i i i . ddttieitaely CIUK' imijple^. the drag (drVtbein^i^Ki^^^i?.) 

' - V e t U . o n ^ h ^ U ^ ^ S ; ^ ^ 
'alcaliollcs:'' n in the United St«e.,-aa(i:its i ! ^ t i i i i S » l i S ' " H 5 E l ^ addlctad.'.bnt e«r^3 ' i to i5A{«irf j*«;r t t ; t f i i^ 

results are anumg thi; best, addiction iSiVe on walli^^ 
experts says. !r!ir0*'"*'' '§S!j'.r-*'" because'Uiey^ 

. i - i.-vii. ••-i.f .a«k''''l«)™ "way from.iroÂ ^̂ ^̂  
:.^S5^ .*«-.'?.:»™ «« .. aiul piiytJ^IO dut bf their own-poe*:; 

8?"f'~i*»»j>g«:iSprechidi piior )»6pte. • •>(•: • A'^ 

««^.,«'J*.h*lnd;j-.why,«omei<iii«jlttrs-b 

^ ^ J ^ ^ f S ? ^ ' ? ^ ^ ' ofnlcotlnehltthtgpleiisurecentehiln -̂ 1 
— • I'i .: ., .j.i,>.w, - i - . - — • • • - • i - ;-:-.'T- ---;-'™ .a™^'lndlng.'tnere;are;-,>thebralii'tliatii»dooai^ 
•y KAREN HSU , •-Sy-' f n ^ T f ^ J : ^ - f-^ T '&two..hlrdsm,..lVfcvitopm;ni,' I " ^ ^ j S t i ^ j i ' ^ ' ^ - ' ^ f ' i P ^ v " ' ^ ' ' ? ? ™ : " " ' ?^^ 
_! ... '«ted as earty.as 14 weeks into a iprJSFauia saM,ibermd Dr. A t a l a - - t „ ! ? J ^ n ™ ? ^ '"<^s'™Mi».Jhey ar , l i teiytobi(:^:6^llke 'di^ 

, •..-..^.•:pregnancy.>i-' •..-,.•. V. • iVTOtirf a dcJectslimflirVone founder 
• Drs. Fauia and Atala said Uiat in I tn hiiman inlariu.VfiwJw'eeks later.''• J*? another.;He.was.worklng with;, rent or foriner alcoh6Uc\'tbey often;,,,'iraal^Ji-?K'^^^ ' i 

Growing Felil Tissue^or Surged 

EXPERIMENTS on lariib.'te. 
luses may have put scien­
tists closer to developing tis­
sues for repairing birth de-

In lis. 
Two Harvard researchers report 

thai they have been able to remove 
bladder and skin cells.-from fetal 

and grow these cells to create 
tissue that was .used in surgery on 
the lambs after their birth. 

The researchers. Dr. Dario Fauza 
and Dr. Anthony AtaJa of Harvard 

• Medical School and Children's Hospi­
tal in , said the technique 

come into wide use in humans 
tn the next several years. Dr. Faiiza 
described the technique at a meeting 
of the British Association of Pediat­
ric Surgeons in Istanbul last week. 

Surgeons have difficulty repairing 
birth defects in newboms because 
the tiny mfants have little tissue to 
spare. But if the iamb experiments 
can be developed for human use. 
doctors could look for possible fetal 
birth defects and remove cells to 
grow [issue for repairs dunng the 

they Inserted .a flber^iptlc caiiiera t ^ , ^ ^ Z T * " ^ H ' attention; deOcU disorber.̂ tliey:̂ : So'can baphiiHirâ an'antldep 
• - ^ ttay lnĉ : .^*~.^J^l^"Li•*^pi'^ 

the next three motilhs. they will start 
trials of a similar technique ta which 
cells l»ould be removed from older 
ChUdren wiUi bladder delects, grown 
Into tissue and used lo repair the 
problems. • - • . • 

One cooditkm for which this tech-
nk|ue could be"used ls',bladder ex-
stnjphy;tawhlchababyisb<irnwlth ».u.j. .» .uu. ...ucs luneruian aoou, i,i;„,H. , . , „ _ t „ -
the bladder outside its body. TTK best' -.-tissue, it only takes a-fflmth to grSf i- t ^ J ^ ^ " " ^ 

• - ,i„„; f„r : 'aided by the same nurse. 

lens ahd sclssoTv throiigh tiny Ln... . • ,.-,.•-- •- .•». „ . -, .. — ^ 
rnons ta Uie uleius'ind removed bits •'••,L.^.lI' - " f ""J P?*"'' " Even the teen-agers whb.iiifioke fiaiV- -?-VettreatiaiiSa^^^ Id^al'. '. 
'bf .tissue. -nie opiriuoii wasguid«l ; ^ j J i ^ ^ J l ^ ^ l ^ , '" ^Ofr^^}'r»tegSri^.i^^->l.f^ii •.^".Wik kHi i t l j ^ w ^ l ^ . : 

tiwy were molded̂ lntio' the shape '<tf * 
an organ. Since fetal tlssae'gnnrs'ai > 

of the Colter for Tobacco Research , Un and .sulfa .drugs b fight In/oc-screen. Once; theJcells .'multlbiletL' k..« - - . ' i _ .- -.- . ™ « . O , « I M « S - W muu imoc. 
„ ™ b u t t out of an ashtray and m it A and Intervention at the Onlwrilty of ttons,'; Dr , Hurt MM. "Tte dertM 

nurse saw hlm and looked away.,; wisrmKin.̂ 'ta •-i«»,ii.,;i.'r f . ^ - 1 : ^ . . . ^ ; ..-Vr 

prtKCdure right now ts to enclose the enough tissue for use in most surger-
bladder in the first 48 hours, said Dr. les. In six weeks, a p e a ^ amount and said 
Aiala. who has researched bladder 'can grow enough tissue to.cover a . 
tissue engineering for die last seven ̂ ^ooiball field one-cell thick.- . 
years. But there is often not enough " Dr. Michael Harrison of the Uni-' 
tissue to fully repair ihe defect. versiiy of Califomia at Saniprancls-

co, the first surgeon to operate oo 
human fetuses, said combining tis­
sue engineering and fetal surgery 
was an interesting idea. 

"Fetal tissue is just better than 
more differentiated adulf tissue in 
everything, including wound-healing, 
growth, adaptability," Dr. Harrison 
said. Dr. Fauza and Dr. Ataia are 
also growing diaphragm and tracHea 
ti.ssues from fetal lambs. 

Surgeons now use tissues from oth­
er parts of the body, such as the 
intestine or the stomach, wtiich func­
tion differently lhan the bladder. In­
testinal tissue absorbs nutrients and 
water, for instance, while bladder 
tissue extracts chemicals and waterv 
for excretion. Dr. Atala said. This 
can cause the repaired bladder to 
function badly. 

In their experiment, on a lamb 

Mr. Spence said she looked at him 
" I want you to know how 

sad I felt seeing you take cigarette 
butts out of ihe. Bshtray. He added, 
"We both cried.'; 

Clearly, most smtAers are not that 
desperate, leaving the crucial ques­
tion of why cigarettes are so afiuring 
to people like Mr. Spence. 

Now to scientists' surprise, their 
hypotheses about addicted smokers 
tum out to have been wrong. The 
prevailing notion had been that 
many of those who become addicted 
found cigarettes irresistible from the 
Stan, that ihey knew from the first 
time Ihey lit up that cigarettes were 

Wisconsin '̂ta /Madison's J;med»cal̂  
school, said that about 13 perdent of ' 
college graduates smoke but' that 
aboul 40 percent of people* with only 
high school degrees smoke. 

Dr. Lloyd Johnston, the program 
director of the Institute for Social 
Research at the University of Michi­
gan, said, "For some time, it's been 
the case that cigarette smoking has 
been directly correlated with educa-
tlonaf achievement." This means, fie 
said, that "the people who were 
going on to get more education 
weren't smoking as kids." 

In his 19% national survey of 
18,000 eighth graders, Dr. Johnston • 
found lhat 39.» percent of eighth-
graders wbo<iid not expect to gradu­
ate from a . four-year college had 
smoked in the last 30 days. But 18.2 

we have are fcliid of crude." 
'̂ 'Od Wednesday afternoon. Dr. Hurt. 
met with the eight people,who were 
trying to quit smoking. One 

. asked whether he would ever be ame 
to take a puff of a cigarette again. 

Dr. Hurt responded: "The over­
powering urge to smoke is not behav­
ioral. It is not a habit. It Is probably a 
biochemical urge." 

The urge gradually diminishes as 
smokers abstain, but once a former­
ly hopelessly addicted smoker takes 
a single puff, the urge to: 
back, stronger ihan ever. 

" I would say to each of you in this 
room that it is probably not possible, 
to have jusi one, not ever," Dr. Hurt 
said. "1 wouldn't warn to try it. even 
after 25 years of abstinence. Ifs just 
not worth It" 

•K: • 

;• 
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ttUES 
C*t%w%w% Admlnistratku hoipitil in DahBn, 
V l Q l l I l Ga.HeluilMflereditroke«. 
° Mr. Charles.'! reodent of Dry 

Braacli,.Ga..Jived b Chevy Chase 
imtil 1982. H6.i|m t Mhe of BostpS: 
vfao tnoved to'^ Washington area 
as a cj]iiiL':He iiidiiated froia Ceo-' 
t raTlf i^ School anti" attiadtd 
AinencuUnimii^^' . '" 
~He'«erve<|- hi -lhe-Na»y-ta"the 
195pi.''-WDirked':to; bmadriialingtto 

orting goods t(> '̂''-Baltimore'and Joined NASA in the'̂  
ed of congestive- ̂  late i960«. He was ai bioadcuilnig^ 
26 at Greater tediiildan to Geoisia'antU Oie mld̂ ^ 

1990*. •;•"•'••• '.»:;• ^ 
'•• Mr. Charles was a member of 
CKildrai of tbe Americas Revolu­
tion. "-^ • i . , ; ; , 

Hiajnarriage to|Dori8 Aiioe 
for minor league''-' sell ended in dlrorie.' r '~, ' ' ' i i 
leDetroitT^gers.'̂ 'v-Survtvori inehide four diildfeiC 
•eral seasons." • Robert BrutSe Charles of Chevy 
.-ompany. which'''--ChaseT Ahita Susan Chiiries Gelder 

youth of' Standish,- Maine, - Cynthia Anne 
Charles of Moiihegao,'Malne/and 
Roland Wnbiir Charles in.'bf Gray, 
'Maine: and tiiree grandaons. , ~ 

Jr.'69, presi-" 
fMarlow Sports, 

in Silver 

om in Washfaig- '' 
clyattsville. After' 
Hyattsville High 

ocal professional 

for the Col-
an Legion tod 
Ruth League (bf . 
id Gills Chibs lo-ff.' 
'c He wis ' 
outhem Prince-
Club the 
Rainier-Breiit-

iCIub. He was a 
! George's 

vand was induct-
iogton Baseball 

' his wife of 48 
Cairn; five chil-
;hes and Laura 
ItsviUe. William 
:burg. Richard 
d̂ Melanle Posi 
a sister. Nancye 
brother, Robert 
: and 11 grand-

SUPHENCHECNON 

liam. 87, a re-
(.'presented air-
'/il Aeronautics 
line companies 
ite Commerce 
July 27 at his 
c had Alzheim-

as a native of 
a graduate of 
He received a 
octorate in law 
if North Caroii. 

Stephen Checkon, 62,̂ whq re­
tired lh::1994 as vice'prln^^.of 
PoolesylBe' Junlor-Senior> îO|̂  
Sciiool,''died of stomach cancer Jidy 
26 at his'home hi Rockville:̂ ^ :̂. 

He was a native of Spnsler,.iSL, 
and a graduate of Indiana Uniwni-
ty. of Peimsyhrania, .where he also 
received a maater's degree in niatli-
ematicŝ  He received rdoctorate in 
education from American llniverai-
ty, where he alao tau^t statistics 
and research deaignito graduate 
students as an adiunct professor, 

Dr. Checkon moved to Montgoni-
ery County in 1961 to teach math 
and coach football at Gaithersburg 
High School. He later was director 
of pupil and program appraisal m 
the county's office of educational 
accountability and director of re­
search and evaluation at Mark 
Twain School. 

He was a member of the Mont­
gomery County Secondary School 
[Mncipals Association and St Greg-
ory- of Nyasa Byzantine Catliolic 
Church in Beltsville. 

Survivors include his wife of 33 
years. Gerrie Marsar Checkon of 
Rockville; and two children. Steve 
Checkon of Bethesda and Tara-
Downey of Arlington, Tex 

URSULA OIZABEra GRAY 

Soon Informatibn, Not Tobacco, 
Will Be Job Beĵ er Ŝ ;̂  

BSYEK.FnnBl 
1 ffohlg to get many of Ifaose votes. But 
' he never.was, anyway And he haa a, 
Uratr .mesngit'whidi is conaistegt;! 
wla talii overaD mesaage: ecbnomicl 
devclopmenLT— .... i 

Beyer's ei|tre«doitt of aujfioi^l^^^ 
&nneis wtn tmmediatelydismlmoll 
by his GOP livaL' iDnner state att4r- j 
Bey general James S. Gihnore ID, aa j 
yet another enmple of Beyer 'fljp-': 
flopping oa an iisue, this time bŷ  
t n ^ to cast himaelf ais fvmer,! 
friendly. • ^^y. .̂ ' 
':,*He's a liberal'pbUtician'wltfa nojf 
cretUbility.' said, Mark Miner, GiK'f 
inorie's qwkesinan..1ie'a been fight-.^: 

;tng lobacco farmoa for two years.! 
i now. Now he goes to Southside to'? 
' make up lost grounii.--- ' ,.- i ! 

Other GOP critics say Bejcr is' 
frying to play H both.wayŝ i-naiveal to ,̂ 
healthconsdou's -voters hi :Noraiern -
Virginia and appease iinnen in I 
Southside, 'He's a" walking Maacin- j 
Dhqn UnVa ld .Mike, Sdfte^ ! 
vokesinan for the Reiwblicaii .iaiid)̂  j 
date ior lieutenmt gtivcmbr, .John i 
Hager, a fonner tobacco cowf^ | 
executive. *He uys ';;Ooe .thiaĝ ûp ' 
north and anofiier thing down BaaUi.* : 

In an interview, Befei said tobac- ~ 
CO will always have a role in Smith-; 
side Virginia. "But the Jobs tbat we ! 
create in Virginia and America te 0ie 
next 25 years are going to be' based ! 
on wiiat we kiuw. primarily, much.-
more dun what we grow or what we' 
get out of Ihe ground.* he said. 

Back te Danville, tm tobacco 
growen stood quietly to the aide of 
die college Ubrary, taking stock of 
the politician. 'Ihey cautiously 
praised Beyer's ideas for ecoootnic 
development but said they would 
reserve judgment until tfaqr had a 
chance to share his plan with other 
growers. 

This is really die first thteg we'vie 
heard from Don Beyer,' laid J.T 
Davis Jr., a crop msurance spedalist. 
adding that he considered Gilmore 
"tobacco-friendly' for his opposition 
to Food and Drug Administration 

<•''. - a.-.'K.v .• . .^-jsVji'j/yvifcsii f>i | 
regulation «t lob«ocoi<>,';Wbaij,>iti;, 
comes to voting, tb«,tolMCGo graw;.',-
ei« arc going to .loqk:it|̂ «hp,be«l;lij3 
goiUtato •inie^.j'.ttWi'aTfoiHwik 
neeasT v. • •..-5'''.̂ fc.«aiiv.(tfnfi;;| 

Out injlte roffing iiijlf .of k^^oco, • -j 
a more raw seotiffient «iiiergM,j i ^ ^ ; , ^ 
- .?N6 Moiie,Tazea,oir;Bua.in:,(%;,Ki 
Tob*oi»,^u6iiti ~a'iilgn':o&jKm)̂ j'7, 
360weri;iie(tto;ifaeCMHette^ 
ty tohaocb turn of C.̂ .yaug âa ind,):; j 
his JtkjW-oM (XiwBfr,n)-jj'f ^7 '> 

got^.w.iiredfWi"'"* me,If*enMji, 
anau]! ni toh^'a yw'antut qê 'J 
haid;1ettefeii.;tfae' gigq'a^:st^;lt,^'' 
high on'tiie'imid-jaKdiyder.fô ^ 
aee.'He hojiM Biqw tito'̂ ^^^ 

"PbnBi^s coadng'dqwn̂ ofe 
DaifvlBe/to tobiicco'oo«iib7, to[ŝ ^ 
this alKiat' suj)i»rtmg'.in;:>he\w(^^ , 
"Why. Im't he sayteg'tt B nchmondT'̂ ;̂' 

C,W. Veughaa,-58,'gniagingW 
towed ttut'Beyer hn.t'potet/aMit il'­
the'changteg ecoBdmy'-Biit'it''StfD'.v. 
hits him-te: the guL'^e fiituic'<<if f!;. 
tob8oc(),doe3o't look'go(>d,ni>w,!.fae 
saiiL K.bejoi here,,400.yifairi,And.̂ : 
all of a sudden It's gpne!*; , J ' . ' j . ' ' , 

AgrowCT offluê iiredtDbacM'fflDe' ' . 
his bther before btai,"C.W. Vaugiian 
farms 40 acres. He gave np dgarettea . 
and said be doesnt waot childrente~-| 
smoke. "But don't you tiiink diafa 
where die parents oiight to come te?* 
he asked, ̂ t am't up to Uncle Sam to 
teU us how to raise our kids.' 

Charlie Vaughan said he fears for 
his father.' 'He'a been ta it for 30 
years.* he said. 'He doesn't really 
know anything else. I can kind of go 
mto something differenty. 

In fact the young farmer, who has 
a 'Virginia Tech degree; te animal 
agricuhure. haa taken out a $220,000, 
ntee-year toan to build hog houses.-
Just te case. 

Beyer has proposed $40 mlllibn te 
economic development tecentive 
grants for disfressed regions such as 
Southside, Southwest and the East­
em Shore. He haa proposed tax 
credits for busmesses that reti-am 
workers and a sports center to at­
tract tourists to Southside, 

Donald 8. Beyer Jr., rigM, talka with John Loofwy, Of Soifth Bottan, Va. 
son Sew at tin Cantaloupe FOsttvaL 'nie TuilMvflto event was hM 

Beyerwould not aqr what percent;̂ ^ 
age of the federal settlemem be 
thinks tobacco farmers should get'' 
but said that some ofVIrgtela's share 
should be reserved for public healA 
programs. 

At a cantaloupe festival set amid 
the tobacco farms of Halifax County, 
just up the road from Danville, Beyer 
made a stop last week to greet 
prospective voters, A man who had 
noticed signs leadteg to the festival 
sayteg, "Don Beyer, Stay Off Our 
Farms,' asked Beyer for his opinion 
of tobacco "m 20 words or less * 

Beyer smiled wanly and launched 
teto a well-rehearsed response. 

'Number one, we bave to be; a-. 
aive te protecting chiMren,' he 
' I aupported the FDA regs tliat are in 
the settlement now. ... But I aho' 
dilnk we need to make s we 
aupport our tobacc&gi [ ciiiâ  
munities.* . X' 

The candiilate said he not 
expect to be greeted with open arm;, 
by tobacco farmers. He his 
stands have made him unwelcome te 
tobacco country. . 

The only way 1 can address it is to 
come to Danville and to Halifax and 
to show up and say, Tm not the 
enemy."' he said. 1 think we're all 
striving for the same things ' 

Virginia Working to Improve Mental Health Care, Legislators Told 
MEVTAU From Bl 

would require 1,677 positions and $67 
nniUion a year. KeDy said. 

In a report last month, the Justice 
Department said that an inspection of 
Central State, Virginia's only mental 
hospital withta maximum-security 
unit, had found 'numerous conditions 

was addteg a new wing and hiring 
more workers. 

'We're recruiting now, but we've 
had • hard time.' he said, adding diat. 
the pool of qualified workers is limited. 

Democratic lawmakers, who dom> 
nate the panel, were skeptical. 

"We've been trying smce 1992 to 

On Friday night Gihnore released 
a "Rve-Point Plan for the Future of 
Mental Health te Virginia,' saymg 

. tliat as governor he would personally 
tespect the state's 15 mental hospitals, 
'tecKidteg unannounced visits." 

Gilmore's spokesman, Mark A. . 
Mteer, said the announcement 

te a letter to the Justice i-
ment about die mentad hos| te 
1995. Gihnore wrote. The Depart­
ment, of JuatKe seeks to. curtail the 
•cope of sdfgimemment traditional 

^^.i^M•p^o^kol^g*!^^?^ 



Date; 07/03/97 Time: 11:27 
TAG: Tobacco i n d u s t r y agrees t o s e t t l e M i s s i s s i p p i ' s l a w s u i t 

JACKSON, MisSo (AP) The tobacco i n d u s t r y has agreed t o pay 
M i s s i s s i p p i more than $3 b i l l i o n t o cover health-care costs caused 
by smoking, guaranteeing the s t a t e i t s share of the proposed 
n a t i o n a l tobacco agreement, s t a t e o f f i c i a l s said today» 

' ' I t ' s going t o be a b i g chunk up f r o n t and then paid every 
year,'' Attorney General Mike Moore t o l d The Associated Press i n a 
telephone i n t e r v i e w from h i s Washington motel. ''I'm l e a v i n g 
Washington s h o r t l y t o b r i n g home some mighty good news.'' 

The settlement comes only f i v e days before the s t a t e was t o take 
c i g a r e t t e makers t o c o u r t i n Pascagoula. Chancery Judge W i l l i a m 
Myers was t o hear the case without a j u r y . 

Tobacco i n d u s t r y spokesman Lance Morgan declined t o comment on 
the settlement. 

Moore helped lead the n a t i o n a l n e g o t i a t i o n s between st a t e s and 
the tobacco i n d u s t r y t h a t ended l a s t month w i t h a $368.5 b i l l i o n 
o u t - o f - c o u r t settlement proposal i n v o l v i n g 40 s t a t e l a w s u i t s . 

When Moore f i l e d M i s s i s s i p p i ' s l a w s u i t i n May 1994, seeking $940 
m i l l i o n i n compensation f o r s t a t e tax money spent on 
smoking-related i l l n e s s e s , i t was described as the f i r s t of i t s 
kind. T h i r t y - n i n e other states eventually followed s u i t . 

I t also would have been the f i r s t t o go t o t r i a l . Moore had set 
a deadline of t h i s afternoon, saying a settlement had t o be reached 
by then or the t r i a l would begin Monday as scheduled= He had 
refused t o have the t r i a l i n Jackson County Chancery Court delayed 
u n t i l Congress and the White House have a chance t o review the 
n a t i o n a l agreement. 

He had s a i d he f i g u r e d M i s s i s s i p p i ' s share of the n a t i o n a l 
settlement should be about 1 percent. The s t a t e has roughly 1 
percent of the U.S. population. 

A s s i s t a n t Attorney General Trey Bobinger said the settlement 
amount ' ' i s c o n s i s t e n t w i t h and p a r t of a n a t i o n a l settlement. This 
i s our share„ 

' ' M i s s i s s i p p i needs t h i s settlement w i t h the tobacco i n d u s t r y t o 
p r o t e c t i t s p o s i t i o n , ' ' Bobinger said. ' ' I f t h i s agreement f a l l s 
apart i n Congress, t h i s proposed n a t i o n a l agreement, we need t h i s 
settlement t o p r o t e c t the people of M i s s i s s i p p i . ' ' 

Members of Congress, President C l i n t o n and top h e a l t h 
a u t h o r i t i e s have expressed serious concerns about the n a t i o n a l 
settlement. Among other t h i n g s , i t l i m i t s f e d e r a l c o n t r o l of 
n i c o t i n e and smokers' a b i l i t y t o sue, as w e l l as a l l o w i n g tobacco 
companies t o c l a i m a l l of the payments as tax deductions. 

Moore c a l l e d today ''a very important day f o r M i s s i s s i p p i and 
the r e s t of the country.'' 

''This i s the f i r s t time anyone has ever c o l l e c t e d money from 
the tobacco i n d u s t r y , ' ' Moore said. ' ' I t underscores the importance 
of c o n t i n u i n g my leadership r o l e and M i s s i s s i p p i ' s leadership r o l e 
i n g e t t i n g a comprehensive ( n a t i o n a l ) plan.'' 

He said i t was important t h a t Congress act on the n a t i o n a l 
agreement reached June 20 between attorneys general and i n d u s t r y 
n e g o t i a t o r s because many areas of concern remained, i n c l u d i n g 
r e s t r i c t i o n s on a d v e r t i s i n g and r e g u l a t i o n of the industry« 

''My j o b i s o n l y h a l f done,'' he said. 
M i s s i s s i p p i ' s l a w s u i t survived a challenge from an u n l i k e l y 

source: the s t a t e ' s own governor. 
Gov. K i r k Fordice, a Republican, had asked the s t a t e Supreme 

Court t o block the l a w s u i t , saying Moore, a Democrat, overstepped 
hi s a u t h o r i t y by t r y i n g t o c o l l e c t Medicaid funds, a program 
handled through the governor's o f f i c e , without c o n s u l t i n g Fordice. 



Fordice said he would not have agreed to the lawsuit. 
In March, the high court said Fordice should have taken his 

challenge to a lower court f i r s t . 
Mississippi's deal leaves Florida's lawsuit i n l i n e to begin 

Aug. 1. Florida Attorney General Bob Butterworth also has talked 
with tobacco companies about s e t t l i n g his own case. 
APNP-07-03-97 1143EDT 
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IN THEIR OWN WORDS: TOBACCO INDUSTRY VIEWS 
ON THE SETTLEMENT 

WHAT THE INDUSTRY WANTS 

In a Wall Street Joumal article describing Martin Broughton's (the CEO of B.A.T. 
Industries) views on the tobacco settlement negotiations, Mr. Broughton was quoted as 
expressing support for the setUement: " I think, really, you're then in a business deal. Ttey want 
to be paid off and we want a peaceful life." 

Wall Street Joumal, June 17,1997, "B.A.T. Chief Tells CoUeagues to Toughen Up" 

COMFORT ON NICOTINE 

In a Wall Street Joumal article describing the agreement, the reporters described Mr. 
Broughton's view on whether the agreement would result in the regulation of nicotine. 

"In an interview, Mr. Broughton... says he isn't worried about FDA ever regulating 
nicotine. 'It's an unlikely prospect,' he says. 'The contraband part gives me the most comfort.'' 

Wall Street Joumal, June 23,1997, "Buming Questions: Tobacco Pact's Limits--and its 
Loopholes—Presage Fierce Debate" 

ON LIABILITY AND NICOTINE 

In a discussion ofthe terms ofthe settlement, Roy Buiry, a respected tobacco industry 
expert and analyst for the New York investment firm Oppenheimer, said "Let me tell you what 
the tobacco companies got...The industry has virtual immunity, virtual immunity. Secondly, 
there are also some restrictions on how FDA can deal with product construction, of course, the 
most important being nicotine...That was restricted as far as the FDA going forward." 

Later in the program, Mr. Hurry emphasized that the industry was getting "absolutely full 
immimity, total fiill immunity." 

The NewsHour with Jim Lehrer, June 20,1997 
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THE IMPORTANCE OF LEGITIMACY 

"Most important, the agreement secures the tobacco industry's rightful place in the 
mainstream of legitimate U.S. commerce." 

June 20, 1997 letter from Steven Goldstone, CEO of RJR Nabisco Holdings Corp., to 
RJR employees. 

ADVERTISING: WHY A REAL PERFORMANCE STANDARD MATTERS 

A Wall Street Journal article focusing on the settlement's advertising restrictions noted: 

"Joe Camel and the Marlboro Man may be galloping off Madison Avenue, but the 
advertising industry is already cooking up a host of new ways to adapt to the sweeping 
restrictions proposed in the landmark tobacco settlement. They are testing creative new ads, 
scrambling to line up replacements, and are even thinking up new marketing gimmicks that are 
pegged to the settlement. 

"...Anticipating the ban, Interpublic Group's Long Haymes Carr, which creates ads for 
RJR Nabisco Holdings' Winston Cigarettes, has recently been testing magazine ads that focus on 
witty monologues in large print. 

"One ad shows the line, 'Until I find a real man, I ' l l settle for a real smoke.' The next 
page shows a picture of a smoking woman, but...the ad works even without the picture ofthe 
woman. 

"Leo Burnett recently created print ads for Philip Morris's Benson & Hedges brand that 
show a cigarette lounging on a hammock and the tagline, 'Rest and Rela.xation.' The agency has 
also concocted ads that conjure up all the Westem imagery of the Marlboro Man—without the 
man himself One ad features a rugged cabin, while another shows a close-up of silver-plated 
lighter." 

Wall Street Joumal, June 23,1997, 'Tirms Scramble for Ways to Sell Cigarettes" 

THE TOBACCO INSHTUTE BY ANY OTHER NAME 

In a Los Angeles Times story focusing on the settlement's requirement that the Tobacco 
Institute be closed, Walter Merryman, the Instimte's Vice President, said "All we're going to do 
is change the name on the door." Merryman went on the note that the settlement allows the new 
trade industry association to be formed. 
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Merryman added; "We're going to continue to do what we've always done. I don't really 
understand why they're going through this exercise, frankly." 

The Times noted that "Like other elements of the settlement, the proposed elimination of 
the Institute-and its sister scientific organization, the Council for Tobacco Research U.S.A.--
may not be all it initially appeared." 

Mr. Merryman also noted that "No one around here is updating their resumes and 
overloading the copiers." 

Mr. Menyman, in summarizing the deal's effect on the Institute, said "We'll not only 
change the name on the door, but we'll also change a few names on the board." 

Los Angeles Times, June 24,1997, "Tobacco Instimte Workers Confident of 
Reincarnation" 



jDenjaimn siemorucn 
Tough approach seen 
from new CVRD head 
Page 2 3 T" i t ^ G v \ C v c \ f i ^ t S 

luicii drugs 

Global turnover $400bn, 
8% of world trade 
World Drug Report, Page 4 

Israel % 

Does Netanyahu knoi^ 
where he is going? 
Page 12 

Anderse i 
partners 
fail aga'n 
to agree o 
new chief 

BAT calls targets for under-age smoking reductions unrealistic 

Tobacco chief attacks pact 
By Richard Tomkins 
in New York 

One of the three tobacco chiefs 
who last week signed a 
S368.5bn settlement between 
the US tobacco industry and 
its foes says the pact will fail 
to meet one of its main objec­
tives: achieving drastic cuts in 
teenage smoking. 

In an interview, Mr Martin 
Broughton, chief executive of 
BAT Industries, the British 
tobacco and insurance group, 
described the targets for reduc­
tions in under-age smoking as 
•'unrealistic", saying: "My 
expectation is that we will fail 
lo meet them." 

.Mr Broughton's comments 
could severely damage the 
chances of the White House 
and Congress giving their 
approval by reinforcing the 
belief among anti-smoking 

groups that the settlement will 
benefit tobacco companies 
more than society. New federal 
legislation, giving the industry 
immunity from big legal 
claims, is a condition of the 
deal. 

Mr Broughton said the 
tobacco companies had only 
agreed to have the under-age 
smoking targets written into 
the agreement because their 
opponents had insisted that a 
deal could not be done without 
them. 

"You must remember that 
this whole deal is not some­
thing we agree with," he said. 
"We don't support a lot of 
things that are in this package. 
But it is a package we are pre­
pared to support overall in 
order to get a deal," 

US president Bill Clinton is 
heavily committed to reducing 
under-age smoking, having 

made the issue part of his re­
election campaign last year, 
and he faces a decision fraught 
with political risk as he weighs 
up whether or not to support 
the tobacco settlement. 

BAT is the parent company 
of Brown & Williamson 
Tobacco, the biggest cigarette 
company in the US after Philip 
Morris and RJR Nabisco. All 
three companies were repre­
sented in the negotiations that 
ended last Friday, but Mr 
Broughton is the only execu­
tive yet to have spoken out 
about the deal. 

The settlement sets out to 
achieve a gradual reduction in 
smoking by discouraging 
young people from taking it 
up. It proposes extensive 
advertising restrictions, 
including a bem on the use of 
human or cartoon figures, and 
controls on teenage access to 

cigarettes, including a ban on 
vending machines and a licen­
sing system for cigarette ven­
dors. 

Under-age smoking is tar­
geted to fall by 30 per cent in 
five years and 60 per cent in 10 
years, with the tobacco indus­
try to be penalised by up to 
$2bn a year if the targets are 
missed. But these payments 
can be reduced by 75 per cent 
if the industry can show it h£is 
"pursued all reasonably avail­
able measures" to achieve the 
goals. 

Mr Broughton called the tar­
gets unrealistic. He said they 
were based on the "totally 
false premise" that youngsters 
only smoked because cigarette 
compsuiies advertised to them 
and made their products freely 
available to them. 

"It makes a ridiculous 
assumption that it is nothing 

to do with societal factors or 
peer pressure or parental pres­
sure," he said. 

"All these things are swept 
under the carpet, and the 
assumption on the anti-
smoking side is that, if it 
weren't for the cigarette com­
panies marketing their product 
directly to kids, they would 
never smoke. It's a stupid posi­
tion. It's a totally unsupported 
position." 
• An influential panel of pub­
lic health advocates headed by 
Mr David Kessler, former Food 
and Drug Administration com­
missioner, and Mr C, Everett 
Koop, former surgeon general, 
yesterday rejected a key part 
of the tobacco settlement, say­
ing conditions attached to the 
FDA's powers to regulate nico­
tine were "unacceptable". 

BAT chief fumes. Page 3 

France Telecom sale 
expected in autumn 
Move would signal shift by Socialists 
By David Owen in Paris defence electronics company. pean partners". His words 

By Jim Kelly in London 

Partners of Anders 
Worldwide have plunged • 
world's largest accounting E 
consulting organisation ii 
turmoil by rejecting for i 
second time their boar 
nomination of a new ch 
executive. 

The board, meeting by U 
conference, was told that i 
2,700 partners had failed 
provide the required tv 
thirds majority to elect 
George Shaheen. the head 
Andersen Consulting wor 
wide. 

Earlier this month Mr J 
Wadia, head of accountai 
Arthur Andersen in the L 
won a majority of votes c, 
in 80 countries but also fail 
to secure the required tv 
thirds "super-majority". 

The rejection of Mr Sh; 
een's candidacy produces ci 
stitutional gridlock at And 
sen Worldwide and reopen; 
debate about its structure 
two businesses - Arth 
Andersen and ."Vndersen C( 
suiting - under one organi: 
tional umbrella. 

The failure of Mr Shaheei 
candidacy - like that of ! 
Wadia's - appears to indie; 



Martin Broughton sees little hope of meeting main public health targets 

BAT chief fumes at US tobacco deal 
By Richard Tomkins 
in New York 

M r Martin Brough­
ton, chief execu­
tive of Britain's 

BAT Industries, is fuming 
over the US tobacco indus­
try's $368.5bn settlement 
with its foes. Words like 
"stupid" and "ridiculous" 
figure in his comments on 
the deal - even though he is 
one of its main signatories. 

The industry's big win 
from the settlement, if 
Congress approves it, wtll be 
immunity from multi-million 
dollar litigation. But Mr 
Broughton protests bitterly 
over some of the concessions 
tliat have been wrung out of 
tlie industry in return, some 
of which he sees as 
misguided. 

Indeed, he puts himself on 
the same side as the deal's 
critics by suggesting that its 
main public health measures 

the restrictions on 
cigarette advertising, the 
targeted cuts in teenage 
smoking and regulation by 
the Food and Drug 
.Administration - are likely 
to fall short of delivering the 
desired benefits. 

On the advertising 
restrictions, which are so 
severe as to come close to a 
ban, he says: "All of our 
experience is that a ban on 
adver t i s ing makes 
absolutely no difference to 
the number of smokers or 
the number of cigarettes 
smoked. 

"It's a bit like motor cars: 
it's a mature product. 

Advertising cars doesn't 
suddenly make somebody 
who couldn't drive: before 
decide he's going to pass the 
test and go out and buy a 
car," 

Instead, Mr Broughton 
says, the restrictions wil l 
simply limit cigarette 
makers' ability to compete 
with one another. " I f we 
agreed voluntarily to do 
what we are doing here, 
without Congressional 
approval, we would be up 
before the Justice 
Department on an anti-trust 
charge that said we were 
deliberately preventing 
competition." 

Mr Broughton is a 
50-year-old qual i f ied 
accountant who joined BAT 
Industries as a travelling 
auditor in 1971. He worked 
his way up through the 
ranks to become senior 
finance director in 1990 and 
chief executive in 1993. 

He found himself drawn 
into the US tobacco 
negotiations when Philip 
Morris and RJR Nabisco, 
BAT's two bigger rivals in 
the US market, agreed to 
stcirt talks with anti-tobacco 
lawyers at the beginning of 
April, As the talks nesu-ed 
their climax, he was 
identified as a stumbling 
block to a deal because of his 
strong opposition to some of 
the concessions being 
demanded by the 
anti-tobacco side. 

Last week's signing of the 
deal seems to have done 
lit t le to alleviate his 
concems. In particular, the 

Martin Broughton: deeply unhappy at deal 

targets for reducing the assumption that the 
under-age smoking rankle tobacco companies can 
because they seem to rest on control smoking by 

teenagers • a premise he 
rejects as "totally false". 

"It's all worked on the 
bapis that the only reason 
under-age smokers smoke is 
because cigarette compemies 
advertise to them and make 
the product freely available 
to them," he says, protesting 
that this argument ignores 
societal and cultural 
pressures. 

The deal proposes that 
teenage smoking should fall 
by 30 per cent in five years 
and 60 per cent in 10 years, 
with pensdties of up to $2bn 
a year against the tobacco 
compEmies if the targets are 
not met. The penalties, 
however, may be reduced by 
75 per cent if the industry 
can show that it "pursued all 
reasonably available meas­
ures" to reach the goals. 

Mr Broughton says the 
anti-tobacco negotiators 
insisted on the pensdiies so 
the tobacco companies could 
be held to blame if the 
targets were missed. "The 
assumption is that if these 
targets, which we believe to 
be imrealistic, are not met, it 
must be our fault, so we 
have to pay some more." 

Mr Broughton says he is 
concerned that the deal 
gives the Food and Drug 
Administration powers to 
reduce, and eventually 
eliminate, the nicotine 
content of cigarettes, but he 
takes comfort from a 
condition that prevents the 
FDA from doing so if a black 
market In full-nicotine 
cigarettes would result. 

He says it would be "a 

damned stupid thing for 
anybody to suggest" that a 
product should be prohibited 
if that merely led to a black 
market in which people kepi 
on consuming the product 
but the government received 
no tax from it. 

"It's not a loophole at all: 
it's the one practical thing in 
there to say that if we are 
going to eliminate nicotine, 
at least only do it when 
there is going to be 
consumer acceptance of a 
product without nicotine. 
Doing it now flies in the face 
of reality." 

Although Mr Broughton 
appears to see little impact 
from the public health 
measures contained in the 
deal, he expects smoking to 
decline in the US because of 
the price increases that will 
be introduced to fund the 
settlement. 

"Market analysts are 
seeing a fall of 10-12 per cent, 
and that doesn't look like an 
irrational forecast to me.' he 
says. He says that BAT's U.S 
profits will suffer: "Only 
time will tell by how much. " 

But he is not too worried 
that other countries will 
seek similar deals. " I think 
there will be a lot of noise 
from people in other 
countries, but when you 
look at this coolly, this is a 
uniquely American situation 
and a uniquely American 
solution to it. 

"Fortunately, most other 
countries are not blessed 
with the same legal 
structures and systems that 
the Americans have." 
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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 amoimt among the quota holders. 
A price-support system ensiu-es 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 triermial 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 burley producers voted to continue the 
price support-production control program. 

• In 1997, over 600 million pounds of burley 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. 

I ^ / 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 of the 
federal price support program. 

Large farms dominate Kentucky's burley tobacco business. Last year 125,000 Kentucky 
farms sold 474 million pounds 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 grovm 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. 

Of the 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 

Legislative Background 

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

Previously, three types of legislative approaches have been discussed. First, Senator 
Lugar proposed legislation that would quickly "buy-out" quota owners from the govermnental 
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 
communities. 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 McCoimell 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 of the Senate Commerce 
Committee 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 buv-out at 
$8/lb over 10 yrs or less 

Mandatorv buv-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 

Ofiif^tivQ producers willbe^ 
issued a new permit fiarfio'^ 
cost ~ this changes the old 
quota system to a new permit 
system for flue-cured^ 
ensuring^hat only active 
producers s t^ in program,!.̂ — 

Payments to remaining 
quota holders who remain 
in system 

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

No remaining quota holders 

Lessees (Burley), Renters 
(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 fiiture crops, and (2) 
payments to the extent 
national quota falls equal to 
$2/lb for every pound quota 
drops, wdth a lifetime limit of 
$4/lb times the entire quota 

Other Provisions: 

Costs Incidental to the 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. 

Farmer Opportunity Grants: Quota holders and active tobacco producers and then 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 armually for 10 years will be made 
available to provide benefits based on the NAFTA displaced workers program. This program 
will be administered by the Secretary of Labor. 

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



made annually for rural business enterprise grants, farm ownership loans, initiatives which create 
farm and off-farms employment, expanding infrastmcture, long-term business technical 
assistance, supplemental agricultural activities, value-added agricultural initiatives, and 
compensation to warehouse ovmers. At least 20 percent of the fluids 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. 

• Aimual 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 Forum at Gentry Tobacco Warehouse with 600 to 700 farmers, govenmient officials, and 
agribusiness leaders. The farmers were generally supportive of the Adminisfration. 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 distribution 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 Farther Portion of the McCain Legislation (prepared by USDA) 
Press Release by Senator Ford with summary of major provisions 
Questions and Answers (Prepared by USDA) 
Highlights of Kentucky Tobacco Farmer Survey from February 10-19,1998 (Campaign 
for Tobacco-Free Kids and the Kentucky Healtii and Agriculture Forum) 



Price-support program called crucial safety net 
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(WTEK Bf U O m HAYMIK l ie OlknSWjOlAMM. 
Rabort RictunlGon of VcrtalUeB, rlghU kiboduced VJ&. Secretary el Agrlcullurt Dan QOekmail lo olher fvmers. 

Agriculture chief 
says president 
won't abandon 
tobacco farmers 
ByJOCWARD 
Tne CouriorJoumal 

USUNGTON, Ky. — U^. SecRtuy 
or Aericalnre D M CKdcvan laid lum­
en iolhercd in • tobaccB wirthoose in 
LnuigUia ymcniijf Ital UN federal 10-
btoot prD|;Mm h u Miwtd ac • ntay 
nd (or dio ttmHj Itnn — «ad lhat mt 
riaUlky It nro«tdci mutt be MtMivbdi 

He pMgid lhal PitridnK Cnmoit 
will 00 Mhaeco hU Ihat decani 
prawtf Ite b f i M L 

(t w»a what Ibe laraeq wanted (a 

Al liie MrduMwQ fofimi, aUfiidcd by 
cqb 10 700 MmM u4 fowernmonl «• 
eanic' wai QncMnao 10 • woodiora 
Counly lobacco ram, tha anio (hniit 
of fanner eAAimeotary wot llw nme: 
Kcnltidcy Uttatn noed the tobaeeo 
ptIce-iUHitty praeinm. 

'^I ' re not hoif lo lave tabacco." 
IJavIefi County fanner and Burtcy Co­
op president Rod Kuegel uid at t(i« ro-
rtfra. 

"We're htf« to f ave the ramliy fatm. 
What people OFCd to reallcc Is that you 
can'l 00 one wlthoui Ihe olher here In 
Kentucky." 

Eartier. u CMdtm'n talked with 
farmers on a grauy itope on Robert 
and John Richanlion't farm «n Steele 

Rood. WoodTonJ 
County fiimer ftutiy 
Tliompiofi told btm 
Hie hiror over tobac­
co bl Ihe Congresi 
and Ihe newt media 
la wearing ontobacoo 
fanncta. 

"Al tobacco farm-
eit. ceiant 
chotannpleod 
^Mtay," Thonpaoa 

ihTfiaS StTSf vSf 
avd M dM ay 

toktf aM iraad(»-
ther," and doiinnM< 
Rene putdihaicat b 
<q Older, he nld. 

GUduua told the 
fannets that the aba 
of tobacco legiataUop 
pending b ConCraQ it 10 ledoce imok-
UK annne ihe natioq^ yMlJlK people, 
wfildihenldifawortbyW 

But he uld it tiM Is Inportant that 
the ieglsladon protect the 'nenf of thou-
landt of fannerc" wfao hive been the 
bcnendartes or the federal lobacco pro-
cram — whldi he laid hoi werkid bet­
ter ever icveial deadca than mort oth­
er rederal igrieultvre pragranu. 

"^e need a (olution th«l provides 

T>';:^:=^ : V ' •v 

Wtfiiiaooii tnd OUolcnnq ciBininedi 
dodiasod leaf bum taal y w ^ lobaeoa drap. 

atablUty and l i fair to the farmen 
thenoall eooaaunUici," be lald. 

Conensa i< contldetuig 1 matfWe to­
bacco olll tbat would extract sevend 
hundred bniien dollan from the tobac­
co induitnr, and m exdiange provide 
Ihem with lomc Itmilcd protection 
•gainiit lawtulu Irum paalec (tlegiog 

See GUCKMAN 
Page?, CQI i, ihitKCtio') 
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Glickman reassures growers 
Continued from Pfc F i 

Ihey were (i\lurfd ty ttnoiditf. 
"The iMisutlon hu been tq the 

worlci luice latt June, when ubacco 
compaitlec and atiantwi (enenl for 
40 itites worited atit a taniativa 
aneenKnt involvfng payment of 
1368 bllUon by the laduxtiy and 
curbs on adveiiuliif. 

Tobacco (anqen have lone be< 
Jlevcd tliat any time CongraM oooild-
eia any tobacco iegisladon, the leiiw 
l l tobacco Bronam thai kecpi their 
prices stable IsIti Jcopar̂ . The pr<v 
gram long has beeo a Uifet of anti-
saQldiiC(o(c«(. 

The pending leelsiatlaQ also holds 
the potealltl ef onslieally reducing . 
the aoouai of tobacco cootutBeir, 
w M i could leiioaily-cat (aim tn-
comCa 

Faivets havt had dUOculty dedd­
ing among tbesicehwi what diey 
should ttek tmn Coogreis. Some fa­
vor a buyout that wouU eWe (anners 
who have depended on tne progna 
enough money lo mov« fa other 

"(SSiart aay lobacoo will be crowd 
as long as k It lef^, and Ihey want 
toheep growing ll , but thqr Boed the 
ptocnin tfl llo iL 

The Mqerain basIeiDy keejii piieea 
w br umluDg stnply thiwgh quoUS. 
The govenunant B£6t out each year 
how much tobacco the companies ex' 
pect to bity and bow muoi ean be 
sobl ovatsaas, ud then dividec up 

the right to grow k among the farm-
cti. 

That way, the farmen doni evtr-
produoa aitd drive prices down. A 
price-support mechinim that in­
volves govemment loam roilces sure 
Ihe farmers ret an acceptable price 
even when ine companies buy lets 
lhan Ihey said they would. 

Kuegel and others — induding 
U.8. Sen. Wendell Ford of Kentucky, 
who long has been tobacco's pre­
miere chaaiplon in Coneress — uy 
the pragiara tnabki families to malie 
a Uving on much smaller farms than 
would olheiwise support Ihem. 

Piddng np that theme at yester­
daŷ  roram, Kentudiy Gov. Paul Pal-

, too ufved that Gllckinaa, when deal­
ing with tobaeeo and other farm is-
suia. "laka Into account the oiUural 
vahie of small farms." 

Tobacco Is (he reason wj! have so 
oiaoy (amlly fanns, snd so many 
Kentuckians enjoy the value of rural 
Mng," the govemor said. 

GUckman told repoiten al a brief 
prest eontereoee after the forum thai 
he assumes ibe Picstdent and lê sta-
lora «vlio dmmpton lebacoo wtU ac­
cept notMog less than a condnuailon 
of Ihe program fbr farmen who want 
to kecA growing tobacco, and a rea-
sooaue pike Tor those who want 
OUL 

The peiHEng legiilatioo would do 
Just that, buying quous fiDm ihose 
who want lo opt out at J8 a pound 
ow 10 yean. 
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Finding facts firsthand about family farms 

M O r O S BY H U N K n M W S O N / S r o f F 

tJ.S. agriculture secretary 
\dsits farms, hosts forum 
8y KttWaew 
HewouMf* aiwaaaini 

US. Agricul Una Secretary Dan Glldaumi 
come 10 Cbntnd Kmtiidar reMerday ID bJce 
ihe puke « AmeriBm uRiicBlhTC, ud rttm-
cni let Urn bKNT lliat Ittiihidty Kvot nid 
dies by UbMCO pike mvporta. 

*we art not here to aave tobacco.' mid 
Owensibaro tobaoco grower Rod KuMcL *Wc 
arc here to nve the family farm. But you 
cttti't dn one wlihout the other in Kentixlcy.* 

Kucgel's commcnls set the tone (or yes­
terday's (arm tamm, the first of aereii cuch 
meeiiiiAs GUckman is hokling acrom tbe 
OKinln' lo Gee (hvtluiid how new federal 
fnrm policies are worldnir. SUtInK 
iuwflc filled with the pungent aroma of cut 
tiilsicco, onictahi could not h.ive gotten away 
fnim tnbacco if Ihey hnd tried 

KUCRKI, who i« president of the Burley 

Ste .^ '^^.^^PP^Wre Assacvrioo, 
t M GUekmaa ud other fedend agtkuihn 
offlcWa b i t m e Cums in Kentw^ have 
miy 6 ts 10 lilUila Mies. 
^ tlteooo tot w d a (hem viahk" 

CWtJanan aid ha mdetaiood the lole 
ttat tobmoo price uppaits had ployed bi 
crcNOng » ncflily v a l ^ culture of airniQ 
uniB m Rentiidey. He prombol dw to(»ao 
nrmen woukl not be left out of a national to­
baeeo HttlemenL 

The president haa said that n fair and 
rcTSonable setttement for tobacco farmen i« 
a Gm p̂in of any aettlement' Cliekman said. 

Out hedeefiitedtoeodotceaspecifKpUa 
to protect feumers, saying only that the pro. 
posnl by Democratic Sen. Wendell Fonl of 

See GUCKMAN, D2 
Gov. Paul Patton, left, listened to Gilcl\man 
speak at the USDA forum yesterday. 
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GLICKMAN: "Mk 
covers tobacco, 
hemp, ostridies 
From Paeo Ql 

Kentucky was a posItlvE tlqx The 
adminbtnikiq, he caid. wants to W 
• (SDsensus ki Congress bdbcc bv! 
docslngespcdficplan. .- ! 

Ford hu proposed a plan that • 
J««M aOow (armeiv to seU their to- • 
tacco quota tu the govonnKnt for *> 
w « pound, paid over 10 ycai*. '< 
Growcni who lease quola could re-; 
aive S4 a pound. Farmea who) 
chose to oontlnue growing tobacco ' 
wotdd still panidpalc m a pr1ce«ip- ' 
putt systein. ) 

The bim fonun. which uttrmlbBi -
several hundred aiuweis ffoiu • 
acrcBS Kentucky, bicEided ((ucsttons. 
that ran the gamut Crom ostridi: 
farming to hemp growing. 

GOdanan said he was trying to; 
end the Agriculture Departmenfa 
traditional bias toward bu^ opera-1 
boos by cmî iBslzinK reseatth faito • 
ways that'tinaU and mediuoKUe! 
ûms can be coRipetltivc. 

He said be was UDixxtncd about! 
ovcttoqcentratioa in the beef pro-'. 
ceolng iaduatry, where four • 
han a pacaa ot OK market, h J 
1980L that poctiea of tbe nmkec was / 
shiied by U finns. He said he k 
seeking toutjher enforcement of nq. > 
titnist Uws to stop MODOpdGstlc' 
practices. 

He assured growen that the con-• 
troversial ptopoied standards &r or-
pnlc lends woaki be dnmged. 
whoi Iheatandarda were bamd lik-: 
comment, he said, tfity genetatcd' 
some ISjXX) cesponses, more .Hani 
any othff issue la modttTiMstoryif ' 

The ptupoMiJ atandatds indud- • 
ed 10311/piiKiiQes that ornnic£^m-' 
as oonsSdeted haesy. A t ^ bmbn a'. 
Jfor. the orranic ioods Industiy can' 
no longer be considofed a fringe 
business, he sikl /-« 

O M (anner adied why tbe gov-
emnept was not moving la help Ifie 
US. httup indo^. Hemp ic legal b 
Cmnaay udCnBda. wUdi kpnv 
vidinc 9S0 mUlioa b •««'W|[IKB m 
get inehemp faiduslxjr up aial nm-
nng. VM 

That inw is (o Mue i 
*ove ngr Pjy •nda,- GBn 

^ .H« wW Ihc futuro of hemp'is 
^ up in and-mattfuaaa oaiiea, lo 
the Agiiculture Depaitaient has 
made no dedsMQ on whether hmib-
prooiotioa would be a food klo. 

"AJI I on ten you is Keep the lil-
fctmatiaa flow coming,* he aaid. ' 

Lwdngton Heraw-Leader 
Saturday, April 4.1998 

.Earher HI the day. Ctocmon vis-
Ued the Woodford Coimty tobaccti 
t im of Robert Richaitlson. He told, 
bcal growOT they need to make 
their vokea heard. All of agrfcuiturt 
^»OHatough political altuatkm, he 
wo. becatise nimera make up only 
2 potent of the popuktioo. 

UiJdJT new bnn poikaea. whlik 
phased out most price cuppoctL il« 
ultimate safety net is export mas-
kets, Glicfcman said. Tbe Agriculha^ 
Depariment was trybg to eimtife 
that fam aaiSn ranalned plentiful 
and that banleia hi U.S. atm BC-
portc Were cUminated. Farming, he 
said, is « growth Industry because 
Ihe worVfa populatkm la ekpkxllne 
•md people everywhere want vS. 
tina. produtia. • °w 

Mn Rlchanisoa who nses di--
lie and wkh hia brother grows 12a 
acres of tobacoot was onfanpttmed::-

*lt was about the same thiiiE 
they say an die dm^- Ricfaaidsah 
satd. 

*Ther talk more about grain 
fumera ttian tohaoD fatmets. k sets 
Ihemoff tbesufa(eaof tasbacca.* 



1997 Burley Quota - Kentucky 

KY Quota (Pounds) 
Up to 50^0 Lbs 
50,001-lODjOOO Lbs 
100,001-SOIMMIO Lbs 
500,001-l̂ &QIf̂ OO 
1,500,001 -Ŝ jOOKMlOO Lbs 
5,000,001 ^ flM>00,000 Lbs 
10,000,001 and over 
No Burley Quota 

4^ 
Prepared by 

Farm Service Agency 

March 6,199B 

USDA 



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

Ky Fire Cured CTVpes 2^24) 
Up to 20,000 lbs 

120,001 to300,000 lbs 
1300,0001 to 1,0^,000 lbs 

@ i 1,000,001 to ̂ OMOO lbs 

HOver 5,000,001 lbs 
No Fire-Cured 

Source: USDA FSA 
County RIe Upfoad 370 
Other Kinds of Tobacco 
1897 Farm Crop Hie 
Summerfzed by County 

USDA 

Prepared by 
Farm Service Arr^nrv 



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

Ky Dark-Air Cured fiypes 35^6} 
Up to 5,000 lbs 
5,001 -50,000 lbs 

150,001-150JD[00 lbs 
• i 150,001 - t̂ OOpOO lbs 

BOver 1,000,061 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 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 Fann Bills. 

IMPORTANCEt 

Tobacco provides S3 billion In income annually to producers. The price support-production 
control program stabilizes production and income for small and large producers. 

TALKING POINTSt 

• 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 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 
Kentuclg'. 

BACKGROUND! 

In spite ofthe controversy surrounding thc Federal program, tobacco-state congressmen were 
able to obtain permanent legislation. However, numerous changes have been made to the 
program via amendments to Faim 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-not-cost to taxpayers. This program is currently under additional criticism as the 
Congress acts on the tobacco settlement. 

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 

ISSUE; 

Assessment of the general state of the tobacco industry. 

)RTANCE: 

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

HACKGRQUND! 

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 m 1996 before 
decUning a little in 1997. In 1997, tobacco production totaled 1.7 biUion pounds with a value 
of over $3 billion, the highest production and crop receipts since 1992. 

Most tobaoco is under a price support production control progiam that guarantees producers a 
minimum price in exchange for Umiting production and works to stabilize supply and prices. 
In a rcferendum in late February, 97.5 percent of burley producers (the majority of tobacco 
grown in Kentucky) voted to continue the price support-production control program, aa 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 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 
fermers survive a crop loss. Since enactment of thc 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 inillion acres. Participation has remained 
high despite modification ofthe 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 resuUed 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 BuUetin 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 POINTS: 

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

• There are 26,642 tobacco crop policies 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 claims to be submitted for sbcty days after the end ofthe this period. 
Early reports from 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 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, Rê onal Service Office, (601)-965-4771. 



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. 

DLSCUSSION! 

The tobacco settlement wiU have a wide reaching impact on all segments of the tobacco 
industiy, but a disproportionate effect on small and minority tobacco quota owners and 
producers. Of the 338,000 individual tobaccos quotas nationwide, nearly 66 percmt are 
considered small farm operations. Five percent of aU quotas are owned by minorities, the 
majority of which run smaU and fiaimly-sized operations. If a settlemrat is reached, dgarette 
prices would increase shaiply because of manu&cturer 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 Icnown 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 Foid Bill/Leaf Act as a model and incoiporated some provisions of the Robb BUl, 
especiaUy for flue-cured tobaoco. 

The Ford BIU has been incoiporated in die McCain BiU (S.1415) as the farmer portion of the 
McCain BiU. On April I , the Senate Commerce Committee approved the biU, 19 to 1, and 
Soiator McCain said he hoped the BiU would be before the fiiU Senate before Memarial Day, 
A few modifications weie made during tiie mariaip, but the timist of the faitaex portion of the 
Ford BIU remained intact 

TAT.K1NG 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, flre-cured, and dark air-cured tobaccos - (in Kentucky, more than 95 
peicent 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 Ms below the 
base levd equal to $4 per pound for every pound quota drops, 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, andAL) 

o AU quota holders reUnquish quota and get $8 per pound over 10 years or 
less. 

o Active quota holders wiU 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 Ufetime 
limit of $4 per pound times the entire base quota. 

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

» Burley - base quota 657 million pounds. 

» Flue-cured - base quota 885 miUion pounds. 

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



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

Benefits for Displaced Workers - Up to $25 miUion annuaUy fbr 10 years wiU be 
made avaUable to provide benefits for displaced workers program. The program is 
administered by the Secretary of Labor. 

Tobacco Coimnunity Economic Development Grants - Block grants to tobacco States 
wiU bo 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 thc Farmer Portion of the McCain BiU • $28,5 bUUon total over 25 
years, $2.1 bUUon per year for tiie first ten years, $500 mUUon for years 11-25. 

» Annual payments to tobacco farmers set at $1.65 biUion 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 biUion. 

» An increase in cigarette prices of $1.10 per pack over five years was 
anticipated. However, in the markup of tiie 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 tiian oiiginaUy anticipated. 

» Consumption would M nine to ten percrat 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 thc McCain BUl -

CivU UabUities damages capped at $6.5 biUion per year. 

» Marketing and advertising would be curtaUed considerably. 

Goals of reducmg youtii smoking of 15 percent in three years and 45 percent in 
10 years were estabUshed. 

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



NEWS RELEASE 
WENDELL H. FORD of KENTUCKY 

UNITED STATES SENATE 

173-A Russell Senate Office Bnilding 
Washington, D.C. - 202/224-4343 

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 t o his '"LEAP Act" that w i l l " s o l i d i f y and broaden 
the support" necessary to have Congress pass the proposal. 

With the Senate Commerce Committee set to 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 principles we've always 
fought for: maintaining the quota program, f a i r compensation for 
lost quota, and providing a safety net i f the program i s 
threatened or eliminated in 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 quota holders to actual producers. 

• For burley growers, the LET^ Act would allow a quota holder 
to 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 for tobacco warehouse owners. 

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



Congressional approval. I think this i s tnac pacKage, ana x 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 



Snmmarv of Proposal 

T. Payments to Farmers 
• TYPES OF TOBACCO OTHER THAN FLUE-CURED 

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

/ Remaining quota holders get payments to tiie extent quota Ms equal to $4 per pound 
for every pound quota drops, witii a Ufetime limit of $8 per pound times tiie entire 
quota (as under original LEAF Act) 

V" Lessees and Tenants get (1) option to acquire relinquished quota (if any), and (2) 
payments to tiie extent quota faUs 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 reUnquish quota and get $8 per pound over 10 years or less 
V Active quota holders will be issued pcnnits limiting right to produce future crops 
V Renters and Tenants get (1) permits limiting right to produce fimire crops, and (2) 

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

n. Costs Incidental to tiie ProgTam 
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. 

m. Farmer Onixirtunitv 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 eligibUity is modeled after PeU grants, and program is administered by tiie Secretary 
of Education. 

IV. Benefits for DisplaceH Wnrjĉ r̂s 
Up to $25 milUon annuaUy for 10 years wiU be made avaUable to provide benefits based 

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

V. Tobacco Communitv Rconomiy Developmerit Oa t̂y 
Block grants to tobacco st̂ es wiU be made annuaUy for rural business enterprise grants, 

feim ownership loans, initiatives vMch create ferm and off-feim employment, expanding 
inftastructure, long-term business technical assistance, supplemental agricultural activities, 
value-added agricultural initiatives, and compensation to warehouse owners. At least 20% of 
funds must be spent on agricultural activities, 4% on long-term technical assistance, and 6% on 
warehouse owners. 

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



Summary of L£AF Act Modifications 

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

2. Fundmg: 
a. Anntial payments to tobacco fermers raised to $ 1.65 bUUon fiom $ 1.6 biUion. Total 

payments to farmers raised to $16.5 biUion firom $16 biUion. 
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-curcd, quota holders are given a one-time 
optional buyout at $8 per potmd, in exchange for rcUnquishing their quota. Payments wiU be made 
over a period of up to ten yeara, depending on (1) how many take a buyout, and (2) how far national 
quota fells. Remaining quota holders who stay in thc 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. Otiierwise, 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 permits. AU flue-cured quotas wiU be relinquished, in exchange for an $8 per pound 
payment over ten years. Inactive quota holders are out of the program. Active quota holders wiU be 
issued individual tobacco production peimits. Quota renters or tenants who were principal producers 
of flue-cured tobacco during 1998 wiU also be issued individual tobacco production permits. Quota 
renters or tenants remain eUgible for LEAF Act payments to the extent national quota declines. Permit 
holders must remain active producers to mflintajn peimits. Permits may not be sold or leased, but may 
be transferred to descendants. 

6. Warehouse owners: Six percent of economic development fimding is earmarked for warehouse 
owners for ten years. 

Teclmical: 
1. Definition of 'active tobacco producer" changed to 'participating tobacco producer" 
2. Dark tobacco poundage conversions to be based on actual farm yield, not counly yield. 
3. Funding for fanner payments divided between flue-cured and aU otiier types of tobacco. 
4. ReaUocation of leased quotas where a tenant is the 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. Rue-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 the tobacco settiement, and the effect on smaU farmers. 

Q. How important is tobacco as an agricultural crop? 

A. In 1997, tobacco production totaled 1.7 biUion pounds with a value of over $3 biUion, 
the 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 the overaU economy? 

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

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

Q. How important is tobacco to smaU fanners? 

A. Tobacco is a high value crop tiial 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 farms in Kentucky, with an average of 22 acres of harvested cropland in 1992, 
tobacco is vital to tiie economic survival of fanners, (source; 1992 Ag Census) 

Q. Who wiU be affected by a settlement? 

A. The tobacco settiement wiU have a wide-reaching impact on aU segments of the tobacco 
industry, but a disproportionate effect on smaU and minority tobacco quota owners and 
producera. Of the 338,000 individual quotas, about 66 percent are considered smaU farm 
operations. Five perc^t of aU quotas are owned by minorities, the majority of which are 
smaU producera. 

Q. Is anyone in Washington concemed about the impact a tobacco settlement could liave 
on tobacco darmers 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 
providmg 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 appeara 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 settiement. 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 biU before 
the House and Senate adjourn for tiie Fall campaigns. 

Q. Wil! 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 faUs 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 Insurancft Statistics in Kentucky 

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

In Ohio, there were 1,189 active burley tobaoco poUcies in 1997. Based on 1996, 85% of the 
poUcyholdera 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 yoQng people and to provide 
assistance to tobacco-dependent communities. While most of the farmers would prefer to 
cgntinue growing tobacco as they have for years under the current tobacco program, they 
express some uncertainty about the future of tobacco farming and are therefore willing to 
explore altematives. The farmers surveyed also question how concemed the tobacco 
companies are about the well-being of tobacco farmers. 

Support for National Tobacco Control Measures 

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

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

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

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

Opinions on the Tobacco Program 

While most Kentucky tobacco farmers (82%) agree Congress should leave the tobacco 
program alone, a majority (59%) believe the program will be eliminated within the next 
five years. Thus, it is not surprising that just 41 percent of the farmers 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 likely. Fifty-nine (59%) say that if they 
had children, they would encourage them to grow tobacco. 

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



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

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

Opinions of Tobacco Companies 

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

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

The Survey 

The telephone survey of 400 Kentucky tobacco farmers was a cooperative effort between 
the Campaign for Tobacco-Free Kids and the Kentucky Health and Agriculture Forum. It 
was conducted by Global Strategies, Inc. with a random sample of 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 

D Support 

• Undecided 

• Oppose 

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

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



Kentucky Farmers' Opinions on a Burley buyout 

Against any buyout 
27% 

DK/Refused 
10% Support mandatory buyout 

7% 

Favor voluntary buyout 
56% 

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


