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Ford kept out of talks on tobacco

Congressional leaders meet Clinton to discuss
settlement

By Gail Gibson
Herald-Leader Washington Bureau

WASHINGTON - After pledging help for farmers in the national tobacco
settlement, President Clinton did not invite one of their key allies to a meeting
yesterday where congressional leaders discussed the deal's future.

U.S. Sen. Wendell Ford, one of the tobacco growers' most vocal and powerful
advocates in Congress, said the fact that he and other key tobacco-state
lawmakers were excluded "calls into question just how serious the White House
will be in helping find a solution for our farmers."

Yesterday's meeting marked the first time Clinton has met with a bipartisan
group of congressional leaders to map out how to proceed with legislation
stemming from the proposed $368.5 billion settlement of lawsuits against
cigarette manufacturers.

Last month, Clinton said the settlement should be used as a starting point for
creating an aggressive national program to combat teen smoking. He also
outlined other goals, including providing economic help for farmers if demand
for their crop declines.

Clinton isn't forgetting farmers now, White House spokeswoman Julia Payne
said late yesterday. Other meetings are planned, including a session specifically
for tobacco-state lawmakers.

"What's really important for the senator and people in Kentucky to realize is it's
a really complex process," Payne said.

After yesterday's closed-door meeting, the lawmakers said there was general
consensus about the goals, but disagreement over how to reach them.

"What we're looking for is a straight pipeline to the problem, not a Rubik's
© cube," said Sen.. Frank Lautenberg, D-N.J.; who'was at the meeting "Otherwise o
we'll be talkmg-about the] ‘pleces and parts of this thmg forever U Vi

The meetmg mcluded House Speaker Newt Gingrich, the majonty and mmorlty
leaders from the House and Senate and the heads of committees that have direct -
jurisdiction over the settlement.

It also included members such as Lautenberg and Rep. Henry Waxman,
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D-Calif,, both strong tobacco opponents who do not fit into any of the
leadership categories, Ford noted.

Ford, who as minority whip is the second-ranking Democrat in the Senate, said
it was "inconceivable how the White House could call a meeting that invites
anti-tobacco members but essentially shuts out tobacco-state members."

Sen. Ernest F. Hollings, D-S.C., and Rep. Thomas Bliley, R-Va., apparently
were the only tobacco-state members at the session.

"First, farmers are left out of negotiations on the settlement," Ford said. "And
now, their representatives are being left out of discussions on how to implement
the agreement."

U.S. Rep. Scotty Baesler, a Lexington Democrat and the only tobacco farmer in
Congress, was not invited to yesterday's meeting. Baesler is not in a leadership
position in the House.

- U.S. Sen. Mitch McConnell, R-Louisville, also was not invited.

Over the summer, Kentucky's two senators worked on a proposal that would
use money from the settlement to supplement farmers' lost tobacco income,
compensate them for lost land value and provide funds for economic
development in rural communities.

Ford plans to develop legislation stemming from that proposal, which has been
largely endorsed by farm groups in Kentucky.

At yesterday's hourlong meeting, the lawmakers agreed to set up an informal
working group to craft a compromise plan - similar to the way Democrats and
Republicans put together the balanced-budget agreement this summer.

The goal is to draft legislation this year that could be enacted early in 1998.

White House spokesman Mike McCurry said all sides want to act before interest
in the settlement wanes and opportunity is lost.

"There's a real agreement among the people participating in that meeting that
they need to move and move swiftly on this issue and take advantage of the
momentum that's .occurred,“ McCurry said.
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Legal fee cap urged for tobacco deal

Associated Press

WASHINGTON -- Congressional leaders balked yesterday at President
Clinton's suggestions for a tobacco deal, saying they want to ensure that trial
lawyers don't grab too big a chunk of any financial settlement.

House Speaker Newt Gingrich, R-Ga., said he would ask Clinton to cap
lawyers' compensation from tobacco-related cases at a "reasonable hourly fee,
plus expenses" to better ensure that money meant for children's health actually is
spent for that purpose.

"Certainly among the Republlcans there was a strong feeling that literally billions
of dollars, maybe $100 billion, is at stake," Gingrich said. "That could be spent
on health in general and on children's health in particular ... rather than just
(going) to enriching a small group of trial lawyers."

Gingrich also said Congress wants to ensure that tobacco legislation does not
create a black market for cigarettes, and he said the president's drug policy
adviser should be asked to design an anti-addiction program.

"We don't want to end up with young people thinking it's OK to do crack or
cocaine or heroin or marijuana, as long as they don't smoke tobacco," Gingrich
said.

White House spokesman Mike McCurry was not warm to Gingrich's proposal
on lawyer fees, but said there is "certainly a willingness on our part to explore
all the features that are necessary to get to a settlement "

“That's clearly going to be one area in which there has to be a lot of work back
and forth," McCurry said.

Last month, Clinton urged that some changes be made to the $368 billion
agreement between most states and the tobacco industry, which was reached
with White House help last summer. His main demand was for steep annual
settlement payments and fines for tobacco companies if teen smoking does not
decline significantly.

Under Clinton's plan, cigarette pnces could rise by $1.50 a pack over 10 years. - ‘
'Lawmakers asked whether that increase:would come from a new fedéral tax or ..
'} by allowing the tobacco companies'to boost pnces and reap a windfall profits ~ o ¥

... "All Contents © Copyrlght 1997 Lexmgton Herald Leader. All nghts CaaT
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HEADLINE: INSIDE AMERICA: TOBACCO PUT US ON ITS FEET, FARMERS FUME:
Those who grow the crop feel betrayed by Washington but vow to plant on, writes
ARdam Nosslter in Lucama, North Carolina

BYLINE: Adam Nossiter

BODY:

THE tobacco farmer lunged forward, his face red with anger at the latest
provocation from Washington.

"Don't get me wrong."
legal, 1'11 grow it."

said Billy Bass. "Tobacco is bad. But as long as it's

Tobacco farmers here in the heart of eastern North Carolina's tobacco
country. do not know 1if the deal announced in Washington will mean fewer
cligarette buyers, less money for theilr crop or even eventual ruin, but none of
the half-dozen farmers interviewed suggested quitting.

"It hurts my feelings. if you want to know," said Donnie Boyette, who farms
113 acres.

The farmers' houses are surrounded by the plants, robust and dark green.
Thelr ancestors grew tobacco - Mr Bass said his famlily had grown tobacco since
1741. "Tobacco put this country on its feet,” he said.

Most of the farmers volunteered that they did not smoke, did not want their
children to smoke and did not want any teenagers to smoke. But in theilr view the
crop is legal, so if there are {11 effects from it, they are not responsible.

"1 have no problem with my conscience. We don't need the abuse that Mike
Moore imposes on us,” sald Thad Sharp, referring to the attorney-general of
Mississippl who has led the anti-tobacco fight.

"We're the people that's the salt of the earth, that's paying the taxes.,”
said Mr Sharp., whose 200 acres of tobacco provides 70 per cent of his net
profit, though he grows soybeans, corn and tomatoes on 1,800 additional acres.

The officlals’ televised jubilation last Friday angered him. "It looked like
a community soccer team, kids' stuff, running around slapping each other's
hands.” he salid.

The $ 360 billion deal notwithstanding, the short-term outlook for these
farmers is not all gloomy, an agricultural economist, Blake Brown., said.

They are producing more tobacco than 10 years ago, and the huge export
market is helping to make up for drastic declines in domestic consumption,
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sald Mr Brown. About 40 per cent of flue-cured tobacco, the kind produced here,
1s exported. But, Mr Brown said, the farmers are earning less than in the 1970s,
as 1s North Carolina. Tobacco was 46 per cent of the state's farm income in
1964, but only 15 per cent 30 years later.

The settlement evidently would not affect the federal government's
subsidies for tobacco farming, which are relatively small. Direct subsidies
ended in the 1980s. Now the subsidies amount to a quota system in which the
government licenses the right to grow tobacco and has a federal programme to
lnsure farmers against crop losses.

To the tobacco farmers, there is something unpatriotic about the tobacco
deal.

wWhy, they ask, should the tobacco companies have to pay for something so
fundamentally American as the exercise of free choice - the decision to buy a
pack of cligarettes?

"You've got a US company marketing a legal product to a public that can buy
or not buy it. said Ms Boyette. "You as a free American choose the pack of
cigarettes - that was your choice. Now we've got to pay for your sickness?”

Copyright reserved The Guardian/ The New York Times

LANGUAGE: ENGLISH
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HEADLINE: When the smoke clears:
The tobacco industry may have got off lightly in its proposed
landmark settlement with US states, says Richard Tomkins:

BODY:

The $ 368bn (L222bn) peace deal struck by US tobacco companies and
anti-tobacco lawyers on Friday was described by one anti-tobacco negotiator as
"the single most fundamental change in the history of tobacco control in any
nation in the world”. At the very least, it is a landmark in the history of US
attempts to curb cigarette smoking.

But the hard part will be convincing a sceptical US public that the
settlement represents anything much more than a sell-out to the tobacco industry
and an enrichment scheme for the large numbers of lawyers who stand to collect a
slice of the proceeds.

Battles over smoking and health have been waged in the US ever since the
Surgeon General determined in 1964 that smoking was a health hazard. But the
tobacco industry has a well-established record of coming out on top - as., for
example, when it turned the introduction of health warnings on cigarette packs
into a shield against tobacco litigation.

Meanwhile, although the proportion of US adults who smoke has fallen sharply
from a peak of 42 per cent in the 1960s. the decline bottomed out at 25 per cent
in 1990 and has stuck at that level since. As a result, cigarette smoking
remains the leading preventable cause of death in the US, taking about 400,000
lives a year.

Bowing to the strength of the tobacco lobby, Congress has been reluctant to
interfere with this state of affairs: US tobacco manufacturers remain among the
least heavily taxed and most lightly regulated in any developed country. But the
nation's trial lawyers have used increasingly inventive approaches to launch an
avalanche of lawsuits against the industry.

So far, tobacco manufacturers have triumphed in most of the cases that have
gone to trial: juries have usually taken the view that people knew the risks
assocliated with smoking even before the warning labels started to appear on the
packs.

But cigarette companies and theilr shareholders are haunted by the fear that,
one day. these cases will start going against the industry. producing
catastrophic losses.

Friday's deal, if ratified by Congress, will remove that fear by outlawing
class action lawsuits - those brought on behalf of thousands, or even millions,
of smokers making similar claims - and the lawsuits that have been brought by
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the attorneys-general of 40 states suing the industry for the billions of
dollars they have spent on treating sick smokers.

In return, tobacco manufacturers will pay out $ 368bn over the next 25 years,
agree to regulation by the Food and Drug Administration, and accept tough new
restrictions on cigarette advertising and marketing., with particular emphasis on
curbing under- age smoking.

It has not yet been decided how the money will be disbursed, but a large
portion will be used to settle the state claims, another portion will be used to
settle existing class action lawsuits ~ and a large, but as yet undefined,
percentage will go to the hundreds of trial lawyers involved in these cases, who
have spent time and money battling the industry.

At first glance, the deal looks tough on tobacco manufacturers. The pay-ocut
averages $ 14.7bn a year, more than double the industry’'s operating profits of $
7.2bn from domestic tobacco sales last year: and the new regulations and
advertising restrictions are aimed at resuming the downward trend in cigarette
smoking, with a view to its eventual elimination.

In a joint statement, the big tobacco companies described the settlement as
"a bitter pill" requiring previously unimaginable concessions. Yet they could
hardly have said otherwise: for the settlement requires the approval of the
White House as well as legislation by Congress before it can come into effect.

In reality. however, the tobacco companies seem unlikely to suffer much. They
plan to offset the cost of the deal by increasing cigarette prices 1in the US by
about 50 cents a pack, so the settlement will have the same sort of effect as a
big tax increase. In addition, the deal does nothing to impinge on the growth
side of their business - their booming overseas sales, particularly in emerging
markets. And Immunity from big legal claims is a prize of almost incalculable
value.

Further, the likely benefits to public health appear scant. Experience in
other countries shows that even where very tough restrictions, or even outright
bans, on advertising and marketing have been introduced, they have had little
impact on smoking levels. Youngsters take up smoking because they perceive the
habit as "cool”, not because advertisements tell them to.

Regulation by the FDA may also have little impact. The agreement allows the
agency to reduce. and even eliminate, the addictive nicotine component from
cigarettes. However the small print says the agency will first have to present
"substantial evidence" that the changes will result in a "significant reduction
of the health risks"” to smokers, that they are "technologically feasible" for
manufacturers, and that they will not create a black market for contraband
tobacco products with higher nicotine levels - an array of conditions that may
be difficult to fulfil.

To counter such criticisms, the agreement provides for a financial penalty of
up to $ 2bn a year against the tobacco industry 1f it fails to cut under-age
smoking by 60 per cent over the next 10 years - seemingly. a form of guarantee
that the deal will work. But the target looks so unrealistic as to suggest that
tobacco manufacturers consider an extra $ 2bn a year a price worth paying for
the legal immunity they will gain.
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If there are any benefits to public health, they are most likely to flow from

the 50 cents-a-pack price increase. This,

settlement, may affect people's propensity
that big price increases reduce demand for
youngsters. Mr Gary Black, an analyst with
that the price increase could cut consumer

But to many public health advocates, it

more than any other aspect of the

to smoke: other countries have found
clgarettes, particularly among
Sanford €. Bernstein, has estimated
purchases by 11 per cent.

is unclear why Congress should not

simply legislate for a tax increase and tougher regulations, instead of striking
a deal that largely relieves the tobacco industry of liability for what it has

done in the past.
LANGUAGE: ENGLISH
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HEADLINE: GROWERS FEAR THEY'LL REAP SHORT END OF TOBACCO DEAL;
ECONOMY: FARMERS SAY THEY DON'T HAVE OPTION CIGARETTE FIRMS DO OF HIKING PRICES
TO OFFSET DROP IN CONSUMPTION.

BYLINE: ERIC HARRISON, TIMES STAFF WRITER
DATELINE: RALEIGH. N.C.

BODY:

A fifth-generation tobacco grower, Rick Apple bristles when he is lumped in
with cigarette companies in the public consciousness as a so-called merchant of
death.

"1've never forced a cigarette into anybody's mouth,” said the farmer. taking
a break from working the 250 acres he cultivates with his father and uncle. "I
don't think any other farmer has either.”

The way Apple sees it, he and other tobacco growers are just decent folk
trying to scrape a living from the land, many of them tilling soil that has been
worked by their fathers and their fathers' fathers before them. But in the view
of many here in tobacco country, the farmers stand to suffer far worse than the
large cigarette companies if a landmark $ 368.5-billion agreement between the
industry leaders and health groups, state attorneys general and plaintiffs’
lawyers gains the approval of Congress and President Clinton.

"1l don't think it can be good for the growers." Apple said of the settlement
which would, among other provisions, seek to reduce smoking by young people and
set aside funds to help others give up tobacco.

"Historically, any lowering of tobacco consumption has drastically affected

the growers much more than it has affected the companies,” he said. The
companies have the option of raising cigarette prices and relying more heavily
on cheaper foreign tobacco toc maintain profits, Apple said. "The growers don't

have that option.”

In the tobacco-growing states, where growers are already faced with
uncertainty about the future, the complex, controversial settlement announced
Friday was greeted with apprehension and, for many, a sense of resignation. No
one knows for sure what effect the settlement will have, or even what its final
form will be. But the consensus is that farmers won't be helped by it.
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"My husband is 66 years old. and he's been farming all his life," said Anne
Stephenson., an elementary school teacher whose husband owns a large farm south
of Raleigh. "1 hope this is his last year," she said. It's too hard a life and
the rewards have become too few, she said.

Tobacco is a major crop in the Carolinas, Kentucky, Virginia and other
Southern states. But any ripple effect from the settlement would be felt most
strongly in North Carolina, which produces 52% of all domestically grown
tobacco. This is home base for much of the $ 45 billion-a-year tobacco industry.
Both Philip Morris Inc. and R.J. Reynolds Tobacco Co. , which together account
for almost three-fourths of the cigarettes sold in the United States, are based
in the state. Apple‘'s farm is within 50 miles of three of the largest
cigarette-manufacturing plants in the country.

1f tobacco consumption drops, about 17,000 farmers in North Carolina will
feel it, along with the businesses and communities that rely on tobacco income.
But Mark Vitner, a regional economist at First Union Corp. in Charlotte, said
the state's economy has become so large and diverse that a major downturn would
not be nearly as detrimental as it would have been in an earlier era.

"Two decades ago. the tobacco industry represented 20% of this state's
economy.” he said. "Today. tobacco accounts for only about 6.5% of our economy,
or about $ 12 billion annually."”

But that is small consolation for the many rural communities that rely on
tobacco for their livelihoods.

Tobacco revenue and taxes. as farmers are quick to tell you, built roads,
universities, churches and supported countless businesses. Many North
Carolinians fear what would happen should cigarette manufacturers turn to other
nations, not only for a larger share of tobacco consumers but also for the
tobacco with which they make thelr products.

Long viewed as inferior in quality, foreign-grown tobacco has been improving
because of technological advancements. And it is far cheaper than American
tobacco. 1in part because of price supports and an American quota system that
limits production in an attempt to keep demand high.

"Brazil, Argentina, Zimbabwe, Malawi--these are now fierce competitors,"
Apple said. Because of rising land costs, foreign competition, dwindling profits
and, now, the uncertain future presaged by the tobacco agreement, he said, "I
don't see that 10 years down the road that we're going to be able to farm."

He and others said they would like to see Congress take steps to protect
farmers.

"Tobacco has provided a livelihood for many families in this state."” said
Harold Brubaker, speaker of the North Carolina House of Representatives. "I hope
this settlement will benefit public health without destroying the industry which
helped build North Caroclina's economy."
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Many farmers have left the fields, especially those with small operations. In
1950, North Carolina had 150,764 tobacco farmers. Now there are 17.625. The crop
back then accounted for 60% of farm income; now it accounts for 20%. While most
farmers have diversified to other crops, they say they cannot afford to give up
tobacco altogether because it remains the most profitable.

The day after the settlement proposal was announced, Apple said, he picked up
a newspaper and read a story in which a local legislator was quoted as saying
the deal "did everything but sign the death certificate for the tobacco
industry."”

While it's too early to predict with certainly what will happen, ARpple said
he tends to agree, at least as far as the American farmer is concerned.

With studies showing that most of the farmers in his area are in their 50s,
he expects the ranks of tobacco farmers to dwindle even more. He said he doubts
his sons--ages 6 and 9--will follow him into the profession. "I won't encourage
them to do it."” he said.

And as the economic pressures have increased, so have societal pressures.
Tobacco farming, a once-respected profession., increasingly is stigmatized, even
in this region.

While there still are towns here where public smoking is the rule rather than
the exceptlon--in Angler, N.C., for example, one supermarket supplies ashtrays
in the aisles--more and more, businesses will not allow folks to light up.

Stephenson said she is Incredulous when people come to visit her home--the
home of a tobacco farmer--and automatically assume that they must excuse
themselves to go outside to smoke.

"1 tell them, 'You can smoke in my house any time," she said with a laugh.

She said the number of smokers she encounters has dwindled as more and more
people turn agalnst the habit. "It's gotten to where I'm amazed when 1 see
people smoking."”

Even her husband, Jay. has quit. He had a three-pack-a-day habit.

"He would be reaching in his pocket for a cigarette with one already in his
mouth,” she said. "He stopped nine or 10 years ago because the children kept at
him to quit," she said.

Many people here say they are confused at the level of scorn that is heaped
on tobacco. Saying she doesn't disagree with efforts to stop children from
smoking, Stephenson asked: "If they're going to clean up the evils of society,
why not include alcohol?”

* REVIEW PROMISED
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Political leaders vow review, possible changes in pact. AlQ
LANGUAGE: English
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HEADLINE: To Growers, Deal Brings Uncertainty And Anger
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BODY:
The tobacco farmer lunged forward, his face red with anger at the latest
provocation from Washington.

"Don't get me wrong.," said Billy Bass, a gold tobacco leaf swinging from its
chain around his neck. "Tobacco 1is bad. I wouldn't tell it any other way. But as
long as it's legal, I'll grow 1t."

The tobacco farmers here have long felt scorned by outsiders. Each
development in the anti-smoking wars is another blow, and in the wake of the
wide-ranging settlement announced in Washington on Friday. the haze of freshly
hurt pride was as palpable here in eastern North Carolina as the new summer’'s
heat.

The deal left tobacco farmers here in Wilson County. the heart of eastern
North Carolina's tobacco country, feeling like agriculture's pariahs. They do
not know if the deal will mean fewer cigarette buyers, less money for their crop
or even eventual ruin for themselves., but none of the half-dozen farmers
interviewed today suggested quitting.

"It hurts my feelings, if you want to know the truth,"” said Donnie Boyette,
who farms 113 acres near here.

The farmers' houses are surrounded by the plants, already robust and dark
green. Their ancestors grew tobacco -- Mr. Bass said his family had grown
tobacco on the same land since 1741. But they are ambivalent about this
lucrative crop.

Most of the farmers volunteered that they did not smoke, did not want their
children to smoke and did not want any teen-agers to smoke.

But they also insisted. vehemently, that they are good, hard-working
citizens. In America’'s tobacco wars, they said, they are at least blameless. In
thelr view, the crop 1s legal, so 1f there are ill effects from it, they are not
responsible.

"Tobacco farmers are good people,” said Thad P. Sharp Jr., 10 miles up
Highway 581 in the hamlet of Sims. "They'd give you the shirt off their back if
you had chill bumps.”
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"We don't need the abuse that Mike Moore imposes on us,"” Mr. Sharp said,
referring to the Attorney General of Mississippi, Michael Moore, who has led the
anti-tobacco fight.

"We're the people that's the salt of the earth, that's paying the taxes,”
sald Mr. Sharp, whose 200 acres of tobacco provides 70 percent of his net
profit, though he also grows soybeans, corn and tomatoces.

He was sitting in an air-conditioned office. saying he was grateful that
tobacco had brought him all the way there from a Depression-era boyhood.

"I'm just as good a citizen as I was yesterday." Mr. Sharp said. "I have no
problem with my conscience."”

The officials’ televised jubilation on Friday angered him. "It looked like a
community soccer team, kids' stuff, running around slapping each other’'s hands.,”
he said.

The $368.5 billion deal notwithstanding, the short-term outlook for these
farmers is not all gloomy, said Blake Brown, an agricultural economist.

They are producing more tobacco than 10 years ago, and the huge export market
1s helping to make up for drastic declines in domestic consumption, said Mr.
Brown, who works at North Carolina State University. About 40 percent of
flue-cured tobacco, the kind produced here, is exported. Still, Mr. Brown said,
the farmers are earning less than in the 1970's, as is North Carolina as a
whole. Tobacco was 46 percent of the state's farm income in 1964, but only 15
percent 30 years later.

The settlement evidently would not affect the Federal Government's
subsidies for tobacco farming, which are relatively small anyway. Direct
subsidies ended in the 1980°'s. Now the subsidies amount to a quota system in
which the Government licenses the right to grow tobacco and has a Federal
program to insure farmers against crop losses. The Department of Agriculture has
budgeted $145 million for the insurance in the coming fiscal year: 1in years with
no significant losses, it contributes little or nothing to the insurance pool.

Andrew J. Fisher, a spokesman for Senator Richard G. Lugar, chairman of the
Senate’'s Committee on Agriculture, said today that the negotiators had not
focused on Federal assistance for growers.

"Federal involvement is so minuscule that it wasn’'t seen as a major issue.”
Mr. Fisher said.

To the tobacco farmers, there is something unpatriotic about the tobacco
deal.

Why. they ask, should the tobacco companies, and perhaps they., too, have to
pay for something so fundamentally American as the exercise of free choice --
the decision to buy a pack of cigarettes?

"1 think it's legalized extortion, but that's neilther here nor there,” Mr.
Boyette said. "You've got a U.S. company marketing a legal product to a public
that can buy or not buy it. You, as a free American, choose the pack of
cigarettes -- that was your choice. Now, we've got to pay for your sickness?”
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Mr. Bass said: "If I was growing marijuana out here, I could understand this.
Tobacco put this country on its feet, used to have a lot of support. Now
everybody's sold it out.”

Mr. Boyette said: "It's become a whipping boy. You just get tired of it.
Every day there's something. My grandfather worried about {t, my father worried
about it, and now I am. Will there ever be any end?"”
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BODY:
Paying $368 billion, as the tobacco companies have agreed to do, causes a lot
of pain. The question is: Who's going to feel that pain?

The tobacco companies themselves? Sure, but not $368 billion worth. They plan
to share the pain and the cost with a cast of other players--tobacco farmers and
workers, convenience store owners, advertisers and, especially, smokers.

If the landmark tobacco industry settlement with 40 state attorneys general
announced Friday passes Congress., the companies could lose $1.5 billion or so in
profits next year. .Part of this could be caused by lower sales, part by the
interest on the loans the companies will need to pay for the settlement.

But R.J. Reynolds and its rivals won't need a tin cup. They are still
expected to make $6.7 billion in profits next year, deal or no deal.

Tobacco growers? The companies will be trying to cut costs., and one place to
start is with the price they pay for tobacceo.

"Instead of the manufacturers paying for it, the farmers would pay a large
share,” fretted Albert Johnson, 41, who farms a 57-acre tobacco farm near
Galivants Ferry, S.C.

ARdvertisers and the ad agencies? Not much. They’'ve been shifting their
business away from the tobacco companies for years.

Billboard owners get about 10 percent of their total revenue from clgarette
advertising. For magazines, it's less than 3 per cent. And cigarette advertising
on television has been banned for 26 years.

Stores that sell tobacco? Probably from three directions. The public may buy
less, the companies may try to shave their markets and smokers may switch to
cheaper brands.

"Tobacco 18 very important to our industry--always has been, always will be.”
salid Lindsay Hutter, spokeswoman for the National Association of Convenience
Stores, whose members count on cigarettes for 26 percent of their sales. "This
is going to put us in a much more competitive squeeze."

Tobacco industry workers? “There possibly will be layoffs."” said John
Maxwell, a tobacco analyst at Wheat First Butcher Singer in Richmond, Va.
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"They'll have to pay for this somehow.”

Potential litigants? Of course. The companies agreed to the deal solely to
gain immunity from future class action liability suits.

Smokers? You bet. The settlement could add 75 cents to $1 to the price of an
average pack of cigarettes. Tax hikes being debated in Congress and in 16 states
could raise the average price even more, from $1.85 to $3 or more.

"1f we're talking about a 75-cent to $1 retail increase, we're talking about
$400 to $500 more a year to a carton-a-week smoker,” said Marc 1. Cohen, tobacco
analyst for Goldman Sachs & Co. "Smokers ought to be outraged. There's a huge
wealth transfer here from smokers to state treasuries, personal injury lawsuits,
public education programs and so on."

The outraged smokers, of course, could just quit. Some, no doubt, will. But
i1f international experience 1s any guide. there won't be many.

Cigarette prices In Europe already are more than $3 per pack: the average
price in Norway is $7. As tourists who have choked their way through a meal in a
smoke-filled European restaurant know, this hasn't discouraged smoking very
much.

Canada imposed a ban on cigarette advertising in 1989. Since then, the
percentage of Canadians who smoke has gone up from 30 to 31 percent. In Finland,
teenage smoking has gone up from 22 to 24 percent since a partial advertising
ban in 1978.

With $386 billion in potential costs, everyone involved will be scrambling to
avoid paying more than they have to. But in the immediate aftermath of the deal,
no one knew how this would shake out.

The stock market reflected the confusion. Stock prices of the bilg tobacco
companies went up 10 percent through most of last week, in anticipation of the
deal. When it was actually announced late Friday afternoon, tobacco stock prices
fell sharply.

"It's the old Wall Street adage.," said Maxwell. “’'Buy on rumor and sell on
fact."'

Cigarette sales in this country are a $45 billion a year business. The
cigarette makers--Philip Morris, R.J. Reynolds Tobacco, Brown & Williamson,
Lorillard, Liggett and American Tobacco--collect $20 billion in sales. Taxes
account for another $14 billion.

The other $11 billion is split up by retailers. wholesalers and farmers.

From their $20 billion in sales, the companies make a profit of about $8.4
billion.

If the deal goes through, this could fall to about $6.7 billion, according to
the securities firm Sanford C. Bernstein-- $925 million in lower sales and $800
million in interest on the payments.



PAGE 17
Chicago Tribune, June 22, 1997

Maxwell said that a 10 percent price increase usually cuts consumption about
2 to 3 percent, so a 75-cent increase could reduce smoking by about 20 to 30
percent.

Manufacturers also could turn to cheaper foreign tobacco., or push generic
brands. These generic brands held 41 percent of the market in 1993, but have
since slipped to only 27 percent.

Among advertisers, the proposed deal posed more questions than answers.

"Clearly . . . there 1s going to be an historic and radical change in how
tobacco products ‘are advertised and marketed.” said Dan Jaffe of the Assoclation
of National Advertisers in Washington. "But beyond that, we really don't have
any details.

"We've seen the big print, but not the fine print.”

One big question lies with Congress. Right now. the deal is legally
"voluntary.” I1f Congress gives it the force of law by banning certain
advertising. that could generate lst Amendment lawsuits.

John Fithian, counsel to the Washington-based Freedom to Rdvertise Coalition,
said the proposed deal is "about as close as you can get to a complete ban

without it being a complete ban.”

Nevertheless. Fithian indicated., advertisers can live with it because it will
directly affect less than 1 percent of the industry’'s total revenues.

"But a lst Amendment precedent--of them (Congress) telling advertisers what
they can and cannot do--could be dramatic," Fithian said.”

The proposed deal, by banning representations the Marlboro Man in
advertising, still leaves enough loopholes for both the tobacco companies and
their advertisers, said Dr. Stanton Glantz., a professor of medicine at the
Univeraity of California at San Francisco and author of "The Tobacco Papers.”

"The restrictions won't make it that much harder to sell cigarettes,” Glantz
said. "They may have banned the Marlboro Man but lots of Marlboro ads just show
mountalins or horses, and those aren’'t banned.”

Maxwell, the analyst, was even more cynical.

"I don't see how this (the restrictions of advertising) 1is going to stop
people from smoking, especially kids." he said.

"1f you tell kids not to do something, they're going to do it twice as much.”
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BODY:
The $ 368 billion tobacco settlement is a double-edged sword, and its effects
on the industry will depend on fine print and execution. experts sailid yesterday.

The stock market reflected that uncertainty. ARfter rising sharply on
Thursday. tobacco stocks fell yesterday as details of the agreement trickled -
out. Shares of Philip Morris Cos. hit a 52-week high Thursday. then fell $ 2
yesterday to $ 45.50.

"1 think some people are beginning to do their homework."” said Jack Maxwell,
a tobacco industry analyst for Wheat First Butcher Singer. "Everybody says the
industry wouldn't settle for anything that's bad. But I got to really lock at
the numbers.”

Under the agreement, the industry would pay out $ 368 billion over 25 years,
mostly for anti-smoking campaigns and public health efforts.

The industry would also pay $ 5 billion a year in compensatory damages into a
fund that would pay any smoker who won a sult. Tobacco companies would never
again face class-action lawsuits.

To pay the costs of the settlements, companies will have to raise the price
of cigarettes, likely by about 70 cents a pack. Analysts said some smokers will
quit: others will switch to discount brands.

They also say the beleaguered tobacco industry might have to fight "piling

on" by states eager to add taxes.

"The proposal is a bitter pill because our companies have made concessions
that were extremely difficult,” said Philip Morris Cos. Inc. Senior Vice
President Steven Parrish, on behalf of the tobacco industry.

"But on balance, this plan is preferable to a continuation of a decades-long
controversy that has falled to produce a constructive outcome for anyone."”

Chief among reasons for uncertainty are gquestions about support among
lawmakers and President Clinton.

Art Cecil, a Baltimore-based analyst for T. Rowe Price, which owns 5.5
million shares of Philip Morris, said interest groups and lawmakers will pick at
the agreement., trying to change it to their liking.
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"It's going to be like a rooster in the hen yard."
But Gary C. Black, an analyst for the securities firm Sanford C. Bernstein &
Co., said the stock prices already reflect uncertainties. Overall, he said, it

will reduce the risk that lawsuits will lead to the industry's demise.

With an agreement, he predicts Philip Morris shares could rise to about $ 60
from about $ 45 and RJR shares could rise to $ 48 from about $ 34.

"Marketing expenses are going to drop, and you're not golng toc have to worry

about bankruptcy."” he said. "This 1is great for the industry because it gives you
certainty.”
Others disagree. "The 1ssue 1s whether there’'s an honest hard flat cap in

what the industry has to pay every year,” Cecil said.

The settlement will require tobacco companies to pay about § 15 billion a
year, a third of their annual U.S. sales of about $ 45 billion. "They're going
to have to borrow a heck of a lot of money,” Maxwell sald. "This is not
something you can pay out of your pocket."

Price increases will cut sales, analysts salid. "1f something goes up 10
percent, there's generally a 4 percent reduction in consumption.” T. Rowe
Price's Cecil said.

Sanford C. Bernstein estimates an 11 percent drop in per-pack sales. The
settlement of outstanding legal claims would cut industry profits from $ 8.4
billion to $ 6.7 billion next year.

And there's more than just money involved. Maxwell he needs to know more
about the Food and Drug Administration’s role in regulating tobacco. "If they
take out all the nicotine and flavor, you've got a nonproduct,” he said.

The Senate Finance Committee voted Thursday to increase clgarette taxes by an
additional 20 cents a pack as a way to defer some higher taxes on airline
tickets and extend health coverage for uninsured children.

The settlement may embolden states to follow suit. "Alaska recently increased
its tax from 29 cents a pack to $ 1 a pack,” Maxwell said.

The industry might be helped by growing markets overseas. Philip Morris’
market share in Central Europe and Eastern Europe grew from 22 percent in 1995
to 28 percent in 1996. Salomon Brothers estimates it will grow to 32 percent
this year.

But Cecil observed. "They're giving away an awful lot of money and an awful
lot of control over their own business.”

Pub Date: 6/21/97

GRAPHIC: PHOTO. ASSOCIATED PRESS, Celebration: Whistle-blower Jeffery Wigand
(left) shakes hands with Florida Attorney General Robert Butterworth as attorney
Ron Motley of South Carolina looks on, during the announcement of the
settlement.
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HEADLINE: THE FINANCIAL IMPACT ;
TOBACCO GROWERS, RETAILERS, SMOKERS COULD BE BIG LOSERS
CIGARETTE MAKERS STILL SHOULD PROFIT

SOURCE: Wire services
BYLINE: JOHN HENDREN, The Associated Press
DATELINE: NEW YORK

BODY:
The $ 360 billion tobacco settlement could lift the cloud over the
nation’'s clgarette makers without extinguishing profits.

Despite the hundreds of billions the industry will have to pay. the
companies are still expected to make a $ 6.7 billion profit next year.

Instead, the effects will fall most heavily on the millions of
Americans who didn't have a seat at the tobacco talks.

Among those expected to take the financial hit: the nation's 122,000
tobacco growers, retailers, advertising firms, and smokers who have
trouble affording their habit now.

"1 sald 1'd quit when it got to a dollar-something."said Jim
Dickens, 48, an information systems worker and 34-year smoker who lit up
a Players cigarette outside Radio City Music Hall."But I'm addicted.

They've got me, and they know it.”

New taxes and higher prices could bring the price of a pack of
premium cigarettes from the current national average of $ 1.85 to nearly
$ 3 or more. That makes smokers the biggest losers in the deal, said Marc
Cohen, tobacco analyst for Goldman Sachs.

"1f we're talking about a 75-cent to $ 1 retail increase, we're
talking about $ 400 to $ 500 more a year to a carton-a-week smoker, "Cohen
said."Smokers ought to be outraged. There's a huge wealth transfer here
from smokers to state treasuries, personal injury lawsuits, public
education programs. and so on."

The settlement of outstanding legal claims would cut industry
profits from $ 8.4 billion to $ 6.7 billion next year, according to the
securities firm Sanford C. Bernstein, $ 925 million in lower sales
volume and $ 800 million in interest on the annual payments the industry
will make.

21
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Tobacco makers are expected to see their revenue go unchanged. But
what could change dramatically 1s how the $ 45 billion in retail
clgarette sales is divvied up.

Philip Morris, R. J. Reynolds Tobacco, Brown & Williamson,
Lorillard, Liggett, and Bmerican Tobacco take in about $ 20 billion in
sales after paying $ 14 billion in taxes. Retallers. wholesalers, and
farmers split the rest.

Higher prices probably will mean that Albert Johnson earns less
from the S57-acre tobacco farm his father and grandfather tilled before
him.

"When you start talking about 50 cents or a dollar a pack, you get
concerned, "said Johnson, 41, of Galivants Ferry, S.C."Instead of the
manufacturers paying for it, the farmers would pay a large share.”

Sanford C. Bernstein estimates an 11 percent drop in per-pack sales.

Studies at the University of Chicago and elsewhere suggest volume sales
could fall by as much as 8 percent for each 10 percent increase in
prices.

Convenience store owners view the deal with alarm. They take in
$ 17.3 billion a year, 26 percent of their sales, by selling one out of
every two cigarettes consumers smoke.

Lindsay Hutter, spokeswoman for the Alexandria, Va.-based National
Association of Convenience Stores, even warns of a growing black market
in tax-free tobacco. like the one that emerged after Canada raised taxes
in the early 1990s.

"Tobacco 1is very important to our industry, always has been, always
will be,"she said. "This 1s going to put us in a much more competitive
squeeze."”

The indirect effect of tighter tobacco profits could hit tobacco
reglons such as the South and ripple through to agricultural suppllers
and entire local economies.

Still, industry watchers said the proposed settlement appears far
less damaging than continuing to run the risk that juries will grow less
and less willing to side with tobacco.

“They have to cope with this in one way or the other, either with
the cigarette companies going to court or through the tobacco
settlements, "said Blake Brown, a tobacco economist at North Carolina
State University in Raleigh."Obviously. the cigarette industry thinks
it will be a less damaging scenario to go ahead with the settlement.”

GRAPHIC: PHOTO - ASSOCIATED PRESS - Tommy Beach setting plants in Carrollton,
Ky.. on Friday. the day the government reached a settlement with the tobacco
industry. Growers are expected to be hit hard by new taxes and higher prices



PAGE 23
The Record, June 21, 1997

from the deal.
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BODY:

SUMMARY: Uncle Sam's pockets are stuffed with billions in taxes from the 23
tobacco~-producing states. But the tobacco industry is under fire from
antismoking advocates and 1s getting rolled into the political game.

TEXT: Tobacco has become the political issue du jour. The industry faces
heavier government regulation, ruinous lawsuits and public scrutiny spearheaded
by antismoking campaigners and their swarms of lawyers. But cleverly wrapped
between the tobacco leaves is a virtual treasure chest of tax revenue, jobs and
a growing European and Japanese demand for the crop.

Tobacco money has been part of the American electoral process for two
centuries, but in the last decade the cash flow to politicians and parties has
been escalating as big tobacco's troubles have mounted. This coincides with the
increasing use of the soft-money loophole, first developed by the Democrats in
1988 when $100,000 checks began surfacing. The Republicans followed suit in the
early nineties. Then in 1996 "it just exploded,” explains Meredith McGehee of
Common Cause, a Washington watchdog group.

While campaigning for the Democratic nomination for president in 1988,
Tennessee Sen. Al Gore proudly recalled his tobacco roots for North Carolina
farmers. "1l want you all to know that with my own hands, all of my life, I put
it in the plant beds and transferred it. I1've hoed {t, I've dug it, 1've
sprayed it, I've chopped it, I've shredded it, spiked it, put it in the barn and
stripped 1t and sold it." he said.

Later, at the 1996 Democratic Convention, Gore abandoned that message,
invoking instead the image of his sister Nancy's untimely death from lung cancer
in 1984. "One thousand of them [smokers] will die a death not unlike my
sister's, and that is why, until @I draw my last breath, I will pour my heart and
soul into the cause of protecting our children from the dangers of smoking,"” he
emoted. But such sentiment hadn't stopped Gore from accepting $16,440 from
tobacco Interests in the six years since his sister's death. critics noted.

Gore's dramatic change 1in posture is indicative of the strange politics that
has been slouching around one of the Southeast’'s king crops. The change has
touched politicians from local elections to Congress and the White House.
Wherever one looks there are politicos with links to the $65 billion tobacco
industry that supported at least 662,402 jobs in 1994, the last year for which
figures are available, according to the Tobacco Institute's Industry Profile.
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Former Clinton White House counsel Jack Quinn previously worked for the firm
of Arnold & Porter - which received a $300.000 lobbying fee from RJR/Nabisco
Corp. - one of the largest manufacturers of tobacco products. Another insider,
former U.S. Trade Representative Mickey Kantor, came from the law firm of
Manatt, Phelps. Phillips and Kantor. That firm lobbied on behalf of Philip
Morris Management Corp., according to news reports, and represented a restaurant
group in its fight against legislation aimed at limiting public smoking.

During the time Clinton fund-raiser and intimate Vernon Jordan headed
President Clinton's 1992 transition team, he was a member of the board of
RIJR/Nabisco Holdings Corp. - a company that donated $50,000 in soft money to
the Democrats in 1996. That same year, RJR/Nablsco was the second-largest
soft-money donor to the Republicans with $1,188,175.

Tim Flournoy, who went to work for the Clinton/Gore campaign in 1996,
represented Philip Morris Co. Inc. at a java party attended by Tipper Gore in
1995. A few days later, Philip Morris deposited $50.000 with the Democratic
National Committee, or DNC.

Education Secretary Richard Riley and the late Clinton Commerce Secretary
Ron Brown both worked for law firms that lobby either for Philip Morris or
smokeless tobacco.

The current negotiations between 30 state attorneys general, the lords of
the tobacco industry and a team of antismoking lawyers are taking place in the
shadow of the White House. Clinton has White House deputy counsel Bruce Lindsey
monitoring the talks. According to federal financial disclosure forms. Lindsay
is a stockholder in Phillip Morris.

Complaints have risen from Capitol Hill that many with a vested interest
have been left out of the closed-door negotiations. Robert Gibbs, spokesman for
North Carolina Democrat Bob Etheridge, claims that his office has to read the
Wall Street Journal to find out where the talks are going. "It is the great
unknown i you hear every day that something changed overnight,” Gibbs says.
Etheridge. who is on the House Agriculture Committee. is very concerned that
tobacco growers are not represented at the table.

While the politics of tobacco were growing increasingly sensitive, the DNC
channeled $100,000 from Philip Morris into the state partles of Nevada,
Connecticut, New Mexico and Missouri, according to documents released by the
White House.

The Democrats were the largest recipients of tobacco-industry monies through
the 1994 congressional elections, but when the Republicans gained control of the
House and Senate the industry's spending patterns switched to favor the
Republicans. according to Common Cause. "It is all about power and buying
access and influence," explains McGehee of Common Cause.

The various tobacco interests have given a total of $25,285,189 in federally
recorded campaign contributions since 1987. The political-action committees, or
PACs, gave $12,393,315, while soft-money donations totaled $12,891.874. Philip
Morris and RJR/Nabisco led the pack, according to Common Cause documents.

But Gibbs disputes the allegations of exorbitant influence-peddling., saying
the politics of tobacco has more to do with constituencies. The number of



PAGE 26
The Washington Times, June 16, 1997

states and districts that grow tobacco provides clout on the Hill, he says.
"Our concern is for those constituents whose livelihood depends on growing
tobacco. That is the way we are going to vote regardless of any quote-unquote
influence-peddling.” he continues, adding that the congressmen pushing for
regulation and taxes do not represent tobacco-growing jurisdictions.

Republican politicians during the last 10 years received the lion's share of
the soft contributions - $10.4 million. Democrats reaped nearly $2.5 million, a
smaller take for them attributed to their reduced authority as the congressional
minority as well as a reaction to Clinton's support of legislation placing
tobacco under the authority of the Federal Food and Drug Administration., or FDA.

The FDA issue may cost Clinton some of his Democratic donors, but most
tobacco-region Democrats are supporting farmers regardless of Clinton's stand.
Etheridge, who raises and sells tobacco with his son, reversed the spin of
Gore's approach at the convention when he wrote Clinton that he opposed the FDA
takeover.

"There are real people who will be hurt by your decision - people who want
to send their children to college, who want to provide the dailly necessities for
their families. When you attack tobacco, you are not just attacking large,
faceless corporations, you are affecting men, women and children who work hard
making an honest living," Etheridge declared. In fact. according to the Tobacco
Institute, every acre of tobacco requires about 250 man-hours to harvest.

The tobacco Iinterests gave a modest $8,000 to Etheridge's 1996 campaign.
Because congressional Democrats from the tobacco states are remaining loyal to
the local industry, the money line in the House was very evenly drawn. Tobacco
PAC contributions to Democrats and Republicans during the last 10 years equaled
nearly $4 million each. But Republican senators were favored 2-to-1 over
Democrats by these PACs. Nearly $2 million went to the Republicans vs. Jjust
under $1 million to the Democrats, according to Common Cause.

"It is not left wing vs. right wing - it is just who can bring the most
resources to the table,” says McGehee.

Kentucky and North Caroclina are the largest tobacco-producing states, and
this is big money. Last year North Carolina's crop sold for $871 million, which
resulted in a lot of tax dollars for Uncle Sam. "There is a lot of new industry
in the state. but I don't think we've seen any substitute for tobacco." says
Blake Brown. an agricultural economist who tracks tobacco at North Carolina
State University. Farm sales of tobacco generate 15 to 20 percent of the state
revenue and tobacco accounts for about $12 billion of state receipts, he says.

Most of the tobacco grows in the Tarheel State’'s eastern and piedmont
reglons. The crop accounts for one in 11 jobs in the state. This year, the
tobacco-growing quota 1s the largest it has been in 15 years. During the last
three years cigarette production has been breaking record levels. "Cigarette
production is on the rise, and tobacco 1s on a rebound." says Brown, who
attributes this increase to the European and Japanese markets.

In North Carolina tobacco represents history, culture and maybe destiny. It
has been a part of daily living since the American Indians taught the settlers
how to grow it, and land allotted for tobacco production is passed on through
wills. "The whole idea of passing these allotments onto a son or relative
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makes it a family industry."” Gibbs says. And every move the government makes
intimately affects North Carolina as well as the other tobacco-producing states.

The most immediate threat to tobacco purchases is the looming cigarette
tax, according to Brown, which immediately would impact farmers, he says. From
1970 to 1991 the state cigarette tax was 2 cents., but in 1992 it jumped to 5
cents, according to the Tobacco Institute.

This state's economy has a history of reliance on agriculture. Gibbs calls
tobacco a "vital element” in North Carolina. Out of 23 tobacco-producing
states, North Carolina is one of four in which each of its representatives
received industry contributions. The tobacco interests invested a total of
$521,682 in North Carolina congressmen regardless of thelr party affiliation.

As Etheridge explained to the president, when it comes down to 1it,. party
doesn’'t matter: It is the economy. "You expressed your understanding of the
importance of the economy. ... Tobacco is more than an economic issue for the
people of North Carolina and many other parts of the South., For many. it is the
economy."”

GRAPHIC: Photo (color), Burning issue: Gore delivered an impassioned plea but
took those tobacco bucks., By Associated Press/Wide World Photos: Graphic
(color), Tobacco PAC Contributions. By Bob Daly/Insight
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While Florida. Minnesota and a squad of other states waged a war of lawsuits
on clgarette makers in the past year, tobacco-rich states, notably Virginia,
North Carolina and Kentucky. quietly kept their lawyers out of battle. Now. when
a multibillion-dollar settlement looks within reach, what do those non-suing
states get?

''The answer is: exactly what the suing states get,'' said Attorney General
Mike Easley of North Carolina. who has been acting as a lialson between the two
groups.

Newly installed Virginia Attorney General Richard Cullen said even though the
state is not participating in the settlement talks, ''Virginia's goling to insist
that we be treated fairly in whatever funds are paid out.'’

Even tobacco farmers may get a piece of the payoff. Negotiators from the
states and the tobacco companies over the past two weeks discussed apportioning
part of any settlement for subsidies for the growers.

So far, 37 states have sued tobacco companies, claiming the corporations
should pay the millions of dollars in Medicald the states pay on smoking-related
illnesses among the poor. Settlement talks, so far, have included proposals for
tobacco firms to shell out $ 300 billion or more.

The irony of tobacco-producing states that sided with the cigarette giants
cashing in on other states' lawsuits has not gone unnoticed.

'"If I were one of the attorneys general sweating and facing criticism and
having stuck my neck out, the idea that people who sat around throwing spitballs
at the process can then go and say we're entitled to an even share, I would find
extremely distasteful,'' said Richard Daynard, an anti-tobacco law professor at
Northeastern University who heads the Tobacco Products Liability Project.

Despite the complaining., states that didn't sue still appear assured of a
share of any payout by the tobacco companies. The proposals made in settlement
talks include some type of ''fair distribution mechanism’'' for parceling out the
Medicaid money to all the states, said Jim Tierney, the former Maine attorney
general who is helping coordinate the lawsuits.
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However galling 1t may be to share the wealth, the suing states know that any
settlement will require congressional approval, because it affects Medicaid
money and other public policy matters. And Congress won't pass anything that
leaves some states empty-handed. lawyers for several states said. In fact, the
talks have become legislation-writing sessions as much as lawsuit negotiations.

Tobacco companies also don't want to leave out any states that could file
their own lawsuits later. The cigarette companies want to resolve all the
litigation at once.

The settlement talks get tricky, however., when the suing states start talking
about collecting money for more than Medicaid costs. Lawyers for Minnesota, for
example, contend that states that have spent months and years fighting legal
battles should receive some kind of premium for having made the settlement
possible.

'"That may be enough just to offset costs and attorneys fees,'' said Tom
Pursell, senior counsel to Minnesota Attorney General Hubert H. Humphrey III.
''But there would be some kind of an acknowledgment that the states that have
done the work should be compensated for that.''

While states such as Florida have slugged it out in the courts for months,
others signed on only after victory appeared imminent. california, Idaho and
Oregon filed suits just this past week. The cost of lengthy litigation scared
some states off until recently, while others signed on ''just to get a piece of
the pie.’'' Pursell said.

Easley, of North Carolina. agreed that any settlement probably would cover
the gigantic legal costs incurred by some states. He cautioned. however. against
rewarding suing states.

''The more fair and balanced the final (settlement) is, the more likely it'll
get passed’'’ by Congress, he said.

Equity, in the minds of some tobacco state leaders, includes doling out part
of any settlement to help tobacco farmers. Within the past two weeks, the
settlement negotiations have included '‘'serious discussion of devoting some of
the tobacco company payout to a subsidy for tobacco farmers., Tierney sald. That
money could come in the form of crop insurance, assistance for shifting to
another crop or funds to help with environmental problems created by switching
to a different crop. according to Easley.

'*The farmers are really not at the table. said Sen. Lauch Faircloth,
R-N.C., who recently dispatched a letter to tobacco executives questioning
whether tobacco growers and their families have been overlooked. ' 'Before (a
settlement) moves through the Congress, 1t’'s going to have to do those things
that help the farmer.'’

Pursell agreed that any settlement needs to conslider the farmers. After all,
he said, '"'they're not responsible for tobacco manufacturers’' behavior.'’
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The farmers gathered at the regulars' lunchtime "liar's table” at the Orrum
General Store have survived a lot, what with the droughts and hurricanes that
can make tobacco growing challenging.

But even these men, many of whom tend land farmed by their fathers and
grandfathers before them, last week allowed as how they have some concerns about
the number of lawsults threatening a crop they call the "golden leaf."

“We're feeling skittish,"” said Billy Rouse, 48, of nearby Proctorville, who
has farmed tobacco for 24 years, as he sat with his friends in a building
surrounded by rows and rows of green, knee-high plants.

Even as he allowed himself to express some worry, Rouse, a third-generation
tobacco farmer, questioned whether the lawyers and politicians fighting the
anti-tobacco fight really knew what they were doing.

“"Tobacco generates billions of dollars in taxes and thousands of jobs,” he
said, as he took a cigarette from a pack he had jJust bought at the counter.
"Take away my ability to make a living and what have you got? Instead of
generating income and taxes I become a drain on the taxpayer. Who's going to
make up that money?”

Tobacco contributes more than $ 1 billion to North Caroclina's economy every
year, most from fields In the third of the state between the capital, Raleigh,
and the Atlantic coast. Orrum, a tiny crossroads town in the heart of tobacco
country, is about 110 miles (177 km) south of Raleigh.

Last week a North Carolina lawyer representing tobacco companies assured
growers' representatives meeting in Raleigh that growers will not be forgotton
once the tobacco industry settles its legal problems.

The lawyer, Phil Carlton, said big tobacco wants to maintain a federally
administered program that stabilizes tobacco prices and sets growers' quotas in
spite of the so-called "glocbal settlement” talks to settle billions of dollars
in litigation pending against cigarette firms.

At they ate, the growers said they welcomed the assurance, although they had
heard nothing of the meeting. While they defended their industry, they lamented
some behavior by both cigarette smokers and cilgarette companies that they said
had made the anti-tobacco fight easier.
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Steve Walters, another grower from Orrum who followed his father and
grandfather into the business, said he was worried about a lawsuit that got
underway in Miami last week, pitting flight attendants against the cigarette
firms they say are responsible for illnesses caused by breathing secondhand
smoke In airplanes.

Attorneys in that class action., the first against tobacco to make it to
trial, said they will seek $ 5 billion in damages from cigarette firms. The case
followed on the heels of a tobacco industry victory in a liability suit in
Jacksonville, Fla., but came just after a North Carolina judge ruled tobacco can
be regulated as a drug and almost a year after another Jacksonville jury awarded
a smoker damages from cigarette firms.

"I1f (the flight attedant's class action) wins that will be the end of us,” he
said. "Anyone who thinks he or she got sick from secondhand cigarette smoke will
file a lawsuit trying to get a settlement. After that, the tobacco companies
will file for bankruptcy and reorganize overseas."”

Walters said smokers have hurt their cause by not respecting non-smokers'
rights. "You can do a lot of things in this country to hurt yourself- that's
your right- but you don't have a right to smoke around other people who don't.
Smokers don't think about that and tobacco foes are on a steamroller right now
because of 1t." he said. '

Jason Barnes, 32, of Orrum, said he and his wife are classic examples of how
cigarette manufacturers manipulated their product to make it more addictive,
something he believes has doomed the industry.

“I've been smoking about 16 years and I'm up to three or four packs a day.,"
salid Barnes. who began working tobacco at age six and now works for another
grower. “"And my wife, man-oh-man, I might as well not come home if she runs out
of cigarettes.

“It's all coming to an end,"” he added. "Either that, or it will get to where
cigarettes are so high that normal people can't buy them. I heard a carton in
Canada already costs $ 55."
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HEADLINE: HOOKED ON TOBACCO TOBACCO ROAD 58;

Route 58 may be known locally as Virginia Beach Boulevard, but beyond:
these precincts, as 1t heads west, it has earned the reputation as:
Virginia's Tobacco Road.:

Along the highway and the network of rural rcads that feed into it are:
the farms where tobacco has been a lifeblood for generations of;
farmers and for the Virginia and Hampton Roads economies.

BYLINE: BY PAUL CLANCY, STAFF WRITER

BODY:

Before the sun can throw shadows across a slanting field near Halifax, a man
and woman and thelir three sons are bent over rows of green, left elbow on left
knee. pulling seedlings from beds so they can be transplanted in the field.
Gregory and Christine Hazelwood squint through smoke from cigarettes dangling
from their lips as they stoop to their task.

Their son Ben, who now runs the small farm, dislikes both smoking and the

farming associated with it, but feels bound by it. ''The reason I'm still in
this 1s the family. ' he says, cradling the plants in the crook of his elbow.
‘'If they said they wanted to get out of it, I'd be out of it.'' The same

evening near Danville, Tim Shelton's powerful tractor knifes furrows into
clay-tinged soil that the setting sun has turned burgundy. Behind him, four men
sitting on backward-facing seats feed plants into revolving chambers as quickly
as they can move their hands. Faster than one every second, the plants fall into
the furrows and, as the tractor moves on, tremble in the breeze in the warm
turned earth. ''I've tried everything I can think of: broccoli, small grains,
soybeans, cattle,'' Shelton says. ''Nothing generates the income that tobacco
does.'’' Two hundred miles to the east, truck-hauled containers are unloaded and
stacked on ships at the port of Hampton Roads. Tobacco leaves and finished
cligarettes, shipped out by the thousands of tons, are a critical part of the
region’'s economy. Storm clouds may hang over the industry as 1t faces massive
liability lawsuits from states around the country. But those who depend on it
for a livelihood, as well as the governments that tax it, are as hooked on
tobacco as heavy smokers are on cigarettes. Tobacco is king at the port of
Hampton Roads. More than $ 2 billion in tobacco and cigarettes, the largest
export in dollar terms, pass through the port each year. In Virginia, tobacco is
the largest cash crop: it brought in $ 186 million for more than 8,000 farm
families in 47 counties in 1996. Even though the state's 2 l1/2-cents-a-pack tax
is the lowest in the nation. the $ 17 million it generated in 1995 was nothing
to cough at. Twenty-nine cities and two counties added $ 33 million in '95 in
local cigarette taxes. A big part of tobacco's hold on Virginia is the $§ 4,000
an acre that farmers take in for growing tobacco, compared with $§ 136 an acre
for wheat and not much more for other crops. Then the money really begins to
flow. Between the time it 1s harvested and sold, various governments extract
more than $ 40,000 for every acre planted. Tobacco has built farmers' lives
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and sustained governments for hundreds of years. The intimate connection
between Hampton Roads and tobacco goes back to Jamestown. Fast forward a few
hundred years and the ties grow stronger., linked at first by rivers and log
roads and finally a fast highway that runs from the state's western border with
Kentucky to the Oceanfront at the eastern edge. Route 58 may be known locally as
Virginia Beach Boulevard. but beyond these precincts, as it heads west, 1t has
earned the reputation as Virginia's Tobacco Road. Along the highway and the
network of rural roads that feed into it are the farms where tobacco has been a
lifeblood for generations. Tobacco is under greater attack than at any time in
its history, but growers are actually feeling a surge of demand. Domestic
cigarette consumption 1is rising., and foreign sales are booming. Still, the
farmers are acutely sensitive to accusations that they are selling a deadly
substance. The last time they looked, it was legal. And their profession was
considered wholesome and honorable. Now they feel they've been kicked in the
teeth. Evidence of tobacco's prevalence along Route 58 is not obvious. The farms
are mainly tucked away on narrow state roads off the main drag. Just past
Emporia, a few tobacco filelds appear. But mostly it is timber that seems to have
the upper hand. But on the outskirts of South Hill, there's no longer any doubt
about what drives the economy. ''This is it, man: 100 percent of our livelihood
18 tobacco.'' says Joe Walton, squatting in the driveway of the Broadnax Seed
Company, east of town limits. A sign proclaims, '‘'Mecklenburg County supports
tobacco.'' Walton, a former county farm extension agent, swivels on his heels
and spits tobacco julce on the ground. ''Everything I ever had,'' he says, .
'"from the education 1 got to the clothes on my back has been a result of
tobacco.'’' Sam Lambert. the seed company owner, agrees. ''Every customer I've
got is a tobacco grower,'' he says. ''If you take away tobacco and pine trees,
this area would be a desert.’'' Two other emotions intersect at South Hill and
Rt. 58: anger and denlial. '‘Most people don't know very much about tobacco
except all the bad things they hear about it,'' says David Jones, kneeling
beside plant trays in one of his modern greenhouses. This is the latest in
tobacco growing. Instead of starting in outdoor plant beds, seedlings are grown
by the hundreds of thousands in humid greenhouses. The plants, tightly packed in
Styrofoam trays, swim in water, their dangling white roots waiting to be plunged
into soil. Jones has raised his daughters to know right from wrong, he says., and
bristles at the idea that there is something evil about how he earns his
livelihood. Especially tough is the push by the Food and Drug Administration to
regulate tobacco as if it were a dangerous drug. He spits the words out like
bitter medicine: ‘'l hate to be compared to a drug dealer.'' Most growers know
there are serious health consequences to smoking. but there seems to be an
abiding conviction that thelr product is no worse than beef or butter or ice
cream, any of which., taken in excess, can kill you. And why not point the finger
at alcohol, they say. After all., who would you rather pass on the highway,
someone who's been smoking or someone who's been driking? Towns along Rt. 58
cling to tobacco like precious coins. ''Tobacco is gold in South Hill,'’' says a
sign on Main Street, even though, around the corner, a banner on the town
library announces a relay for life to support the American Cancer Society.
Smoking has been solidly linked to lung cancer and heart disease, but no one's
proven 1t to Hart Hudson, the state's leading tobacco grower. His 700 acres of
tobacco filelds fan out from home and office on what is officially named Tobacco
Lane. From his office, humming with computers, Hudson can talk by two-way radio
to men in tractors and reach others by pager and cellular phone. More than 100
seasonal workers from Mexico tend his fields. ''I'm not one of those who believe
that tobacco is the contributing factor to all those deaths they talk of,'' he
says. In fact, Hudson contends, tobacco is beneficial to health. Recent evidence
to the contrary, he says smoking relleves stress and therefore reduces
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stress-related illness. Were it not for being able to pop cigarettes when stress
threatens, he claims, psychiatric institutions would be filled with nervous
non-smokers. Hudson doesn’'t smoke and seems anything but stressed. His
operation, like most others in the state, is a far cry from the tobacco farms of
a few decades ago. Then, small tobacco allotments, often only a few acres, paid
the bills for many farm families. These are largely gone now, although many
retirees now have a few more comforts because big growers lease their land. It's
back-breaking labor, but not as much as it used to be. Down the road from
Hudson's farm there's a familiar scene in tobacco country: Like a two-armed
batting practice machine, a tobacco planter is rambling over a fleld, its arms
reaching up to receive young plants fed to it by four eager workers. then
thrusting them into the ground. To make sure they aren't replacing American
workers, the farmers advertise the tobacco jobs, with few local responses. But
for thousands of Mexicans, many of whom return to the same job every year, the
jobs are lucrative. The pay this year is about $§ 5.80 an hour and workers are
guaranteed at least 30 hours a week, although most want, and get, 50 or 60 hours
during planting and harvesting time. Six days a week. sunup to sundown.
Transportation to and from Mexico is provided. So is housing and health care.
Most of the farmers speak at least passable Spanish. Some go to school to learn
it. And some, like John Manning. who has just taken a turn on the planter
alongside his workers, have traveled to Central Mexico to visit their families
and recruit more. Turned over., the earth is warm and full of an urgent, musty
aroma. In three months, the green plants will be as tall as a field worker. Each
one will yield about a half pound of tobacco, enough for a carton of cigarettes.
West of South Hill, Rt. 58 plunges into a latter-day version of old rural
Virginia. 0Old tobacco curing sheds, still wearing skirt-like awnings, sag among
fields of buttercups. In South Boston, still one of the state's leading tobacco
market towns, the old-red brick Independent Warehouse stands open, inviting.
Afternoon sun slanting through skylights illuminates slogans that tell part of
tobacco's history. Luckies taste better, cleaner. fresher, smoother

Raleigh: Valuable coupons, wonderful taste . . . For a treat, smoke 0ld Golds

Prince Albert: a national joy. But a more modern sentiment dominates the

cavernous warehouse: KEEP THE FDA OFF THE FARM. A few unsold piles of
burlap-covered tobacco are the only evidence that frenetic, fast-paced auctions
take place every day in the fall. Doors at the back creak open and shut in the
wind. Tobacco Road smokers seem to wear their cigarettes like badges of courage
in the face of an enemy assault, It is a habit, they admit, but one they say
they're free to break if they really want to. Sure, it takes willpower, but
people, by their lights, are strong-willed. North of South Boston, John Johnson
cultivates his garden as his granddaughter plays nearby. Two years ago, surgeons
removed one of Johnson's cancer-ridden lungs, but he doesn’'t blame anybody but
himself for the damage. ''Whose choice is it?'' he drawls. leaning on a
long-handled cultivator. ''Rin’'t nobody twisting my arm.’'’' But he adds ruefully,
''It's the easiest habit to start and the hardest one to quit.’'’' Farming tobacco
is a hard habit to gquit, too. Especially when it goes back generations beyond
memory. ''We’'ve been doing it ever since we've been in the world.'' says Ben
Hazelwood, stooping to the task with his two brothers and their parents. They're
one of the few families that have not yet gone to greenhouses to nurture thelir
plants or imported help to plant them. ''Tobacco pays my bills,'' he says,
.standing beside the field of red clay and sandy locam. ''But I don't know how
much longer that'll be true.'' What he dislikes most about tobacco are the
pesticides and herbicides he feels he has to put on the plants. Weeds, lice,
beetles, hook worms. All require chemicals to kill them. Sometimes, when he gets
off his tractor after an afternoon of spraying he feels dizzy and sick. ''It's
not the tobacco plant that's doing it - {t's the chemicals,’’ he contends.
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'‘That's what I think kills everybody.'’' Still, '‘choice’’ is the mantra of the
tobacco grower. ''I'm not going to lile about 1it,'’' Hazelwood says. ''I hate it.
But at the same time, anybody else that wants to, they got a right.’'’' Especially
if they live in Danville, it seems, where 53 million pounds of tobacco are
expected to sell this year. People smoke freely in restaurants. offices and
shopping malls. In the lobby of Dimon Inc.. a multinational tobacco-leaf dealer,
a receptionist puffs on a slim, brown-paper cigarette. On the counter in front
of her desk, a small wooden sign encourages: ' 'Thank you for smoking.'' Several
days a week Dimon and Southern Processors. also of Danville, load 1B-wheelers
with corrugated boxes stuffed with stemless tobacco leaves. When the trucks
reach the port of Hampton Roads, the containers are plucked from the trucks and
stacked high on ships heading to foreign ports. Foreign sales have kept the
demand for Virginia tobacco high. This year there's an 11.5 percent increase in
the amount of tobacco farmers can grow in the state. Still, along Virginia's
Tobacco Road, there's at least a hint of apology for what cigarettes do. After
helping his son., Randy, plant a few thousand plants on a farm near Chatham,
Frank Yates admits. ‘''My wife says she just hates to see us grow tobacco because
it's sinful.'' He apologizes for rushing off; he's going to a revival meeting
this evening at his church. Just up the road at a place called Dry Fork, Tim
Shelton 1s carrying on a tradition that began seven generations ago. While his
father, Bobby, drives a tractor and his dog, Reggle Jackson. hangs close by his
heels, Shelton oversees the loading of thousands of plants from greenhouse to
truck. Then he's off to one of the fields waiting for his tobacco. ''What if
tobacco is outlawed?’’ he asks. ' ‘What do we as tobacco farmers do with the
investment we've legally made?'' For him, the investment in land and equipment
is close to $ 1 million - a pretty serious reason. Iin his mind, to defend what
he does for a living. The speedometer on his tractor dances between 1.4 and 1.5
mph as it marches across the field. sowing thousands of plants as darkness
falls. ''The bottom line is if we weren't one of the richest industries in the
world, they wouldn't be going after us.'' he says. The next morning, another
young farmer, Hank Maxey. arrives to pick up several thousand plants at one of
Shelton's greenhouses. Boots squish In the watery beds as sunlight defused by
plastic walls helps create a rice paddy look. Maxey is reasonably certain he'll
be in business as a tobacco farmer years from now. but a lot is riding on how

" the current controversy plays out. ''Your right to smoke - that translates right
down to us,'' he says, climbing into his pickup that is now loaded with several
thousand young plants, ready for the fields. '’'We could plant out here all day

long., but if we don't have a market, then it's all over for us.
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Gregory Hazelwood smokes as he hand-picks tobacco on the family farm, near
Volens, in the early morning.:

TAMARA VONINSKI photos/The Virginian-Pilot;

A dog named Pedro stands viglil near one of the first indications, heading west
on Route 58, that one is In tobacco country.:

Cecllio Palacios, right, and James M. Precliano, center, gather tobacco
seedlings from the float system in Tim Shelton's farm greenhouses. The two men
are migrant workers from Mexico.;

Far left: At the Shelton farm, Nicolas Cervantes, second from right, and Cecilio
Palacios, far right, follow a planting machine to catch missed seedlings. Steve
Shelton. background., watches for mechanical problems.:

Left: A stick aids in planting.:
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A double row of freshly planted tobacco seems to reach forever on the Manning
farm in South Hill. ''Tobacco is gold,'' reads a sign in town.:

Linda Yates heads out to the fields seated on a planter, which is attached to
the back of a tractor. The Yates farm is near Danville.

Graphic:

JOHN CORBITT/The Virginian-Pilot;

TOBACCO IN VIRGINIA:

SOURCE: The Tobacco Institute; Va. Dept. of Agriculture and Consumer Services:
Port of Hampton Roads.:

(For complete graphic. please see microfilm)
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HEADLINE: Tobacco subsidies tough to snuff out
Agriculture committees resist repeated efforts of anti smoking lawmakers
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Despite mounting criticism of the tobacco industry. members of the House and
Senate Agriculture committees are in no hurry to snuff out federal programs for
tobacco growers.

Instead, one of Congress’' most resilient buddy systems remains intact, as
rural lawmakers from across the country are vowing to defend all crop-subsidy
and price-support programs - even those that are controversial.

''When you get on the Agriculture Committee., you support a lot of different
crop growers, '' said Rep. Ray LaHood, R-Ill. '‘'Some people hold their nose and
support the sugar growers. Some people hold thelir nose and support tobacco."'’

It 18 this kind of one~for-all and all-for-one loyalty to farmers that will
make it difficult for anti-smoking lawmakers to end government programs for
tobacco.

Sen. Richard Durbin, D-Ill., is leading efforts to end the program that
provides federally backed crop insurance and disaster assistance for tobacco
growers. Legislation introduced by Durbin and Rep. Diana DeGette, D-Colo., would
require tobacco growers to obtain private insurance if they want coverage.

Anti-smoking lawmakers say their intent is not to undercut farmers but to
persuade the government to stop simultaneously criticizing and promoting
tobacco.

''When you see the amount that growing tobacco can bring you in profit, {it's
no wonder that tobacco growers have resisted all this time shifting to other
crops,'' DeGette said. ''And yet . . . unlike any crop. tobacco has no safe use,
and it should not enjoy the same federal asslistance as crops that are used for

food or for clothing.'’

''I1f tobacco is so dangerous for America's families, why does the federal
government continue to subsidize it?’'’ asked Durbin. who was 14 when his father.
a smoker, died of lung cancer.

Durbin says he has a good chance to get the legislation cleared this year -
either as a stand-alone bill or as an amendment to the fiscal 1998 agriculture
spending bill. As a House member since 1983, Durbin repeatedly has offered
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amendments to agriculture spending bills that would have scaled back federal
supports for tobacco farmers. Last year's 212-210 vote to scuttle his challenge
was the closest.

The Senate, however, is a tougher battleground. Last year, the farm-state
alliance easily defeated efforts to pare peanut and sugar price-support
programs, and the Senate did not even vote on cutting back tobacco.

Perhaps most remarkably, tobacco was the only major crop to survive the 1996
farm bill without diminished federal support.

Powerful rural lawmakers criticize the latest anti-tobacco effort. ''It's
generally something that's promoted for political advantage, and not because
it's good legislation,'' sald Thomas Ewing, R-Il1l., chairman of the House
Agriculture subcommittee that oversees tobacco. ''It gets at good people:
farmers. '

Unlike those who grow such crops as corn, wheat and cotton. tobacco farmers
do not receive direct government payments. Instead, they benefit from a price-
support program, in which the government restricts supply as it seeks to prevent
stocks from plling up. That keeps prices up.

The program is largely funded by assessments on the industry. although the
government pays about $ 15 million of annual administrative expenses. Growers
and users pay additional assessments totaling about $ 25 million a year that go
into an account to reduce the federal deficit.

The government also provides insurance to tobacco growers who lose crops to
natural disasters. That is expected to cost the government about $ 68 million
this year.
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Plans to apply tobacco deal to farmers abound

By Gail Gibson
HERALD-LEADER WASHINGTON BUREAU

WASHINGTON -- Congressional plans for enacting a proposed $368.5 billion
tobacco settlement are piling up, with the first broad legislation on the deal
expected today from a pair of influential senators

The bill is expected to include parts of U.S. Sen Wendell Ford's plan to help
tobacco farmers who would be hurt by higher cigarette prices resulting from the
settlement between 40 state attorneys general and cigarette makers.

But the legislation will be one of several proposals -- others could give farmers
far less protection -- and that creates unpredictability. Farmers were not
mentioned in the onginal settlement, announced in June.

"I think what we have now is utter confusion for the Kentucky farmer," said

U.S. Rep. Scotty Baesler, a Lexington Democrat and the only tobacco farmer in
Congress.

For example, Sen. Charles Robb, D-Va,, this week announced yet a third pfan to
help farmers -- following plans from Ford and Sen. Richard Lugar, R-Ind.

Robb outlined in a Senate speech Monday a plan to buy out tobacco farmers'
"quotas" under the federal price-support program, replacing the program with a
semi-private avency that would control tobacco production.

Robb's bill ditters from Ford's, which would keep the price-support program,
while paying tarmers for production losses from expected drops in demand for
cigarettes. Luuar's plan calls for a quota buyout, and abolition of price supports.

It's Ford's proposal that will be included in a bill that's to be introduced today by
Sens. Ernest Hollings, D-S.C., and John McCain, R-Anz, said Hollings
spokesman Maury Lane

The Hollings-McCain bill has the advantage of its sponsors' influence -- McCain
is chairman of the Senate Commerce Committee, which will handle the biggest

pieces of anv tobacco legislation. Hollings 1s the highest-ranking Democrat on
the commuittee.

But another lngh-profile Democrat, Sen. Edward Kennedy, D-Mass | is actively
courting Republican Sen. Orrin Hatch, who 1s chairman of the powerful
Judiciary Committee, for a plan that would have the tobacco companies pay out
$737 billion over 25 years, twice the amount they agreed to pay i the original
settlement.

The industry 15 expected to tight Kennedy's proposal

hipewww Kentuckveonnect.com/heraldleader/news/ 1 10597/fn23tob.html
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Meanwhile vesterday, details emerged about Robb's blan, which his
spokeswoman. Susan Albert, described as a work in progress. It calls for the
following:

* Buy-outs lor tobacco farmers at a rate ot $8 per pound, paid over five years.

* Create a new, semi-private program that would control tobacco production
through a licensing system. Robb argued the new system could make tobacco
farmers more competitive in the world market.

* Provide economic assistance for tobacco-dependent communities.
Communities would get $250 million annually to diversify local economies,
attract new jobs and train workers.

Robb did not put a total price on his proposal or include details such as for how
many years the economic development money would be made available or how
the plan would be paid for. Albert said that information was not available
yesterday.

All Contents © Copyright 1997 Lexington Herald-Leader. All Rights
Reserved
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Tobacco-patch farmers (ish for alternative income sources
High school programs pin hopes on tilapia, hydroponic gardening

Houston Chronicle

Saturday, July 05, 1997

By KIM COBB

Copyright 1997 Houston Chronicle

MOUNTAIN CITY, Tenn. -- Drive through this Appalachian hamlet
during the summer months and nearly every little house perched on
the side of a hill has a small, lovingly tended patch of tobacco.

It's no more than an acre for most of these folks. But the net
profit from that small yield of burley is about $2,500 a year --
good money in a town where a lot of people are getting by on
about $10,000 a year.

Most people in the area work at minimum wage jobs in a handful of
manufacturing plants. So when there's talk about the demise of
tobacco farming, no matier how many years away that may be, the
concern is about wiping out one of the few options for
supplemental income.

That's where Harvey Burniston, his greenhouses and his fish tanks
come in.

While many tobacco-dependent communities are wringing their hands
over fears that the lucrative crop will be legislated out of

production, Burniston is coming up with options for economic
survival that he can teach vocational agriculture students at

Johnson County High School.

He's already taught a legion of young people that a small farmer
can produce profitable amounts of vegetables year-round in a
small, hydroponic greenhouse and find a market for that produce.
His students know that's not just theory because they're
harvesting as much as 120 pounds of pristine, pesticide-free
tomatoes a week from school greenhouses and selling them.

Burniston's latest theory is a work in progress, but he and




fellow instructor Kenneth McQueen are convinced that raising and
selling tilapia -- a tropicat fish native to Africa and the

Middle East -- could be just the economic ticket to help break
their community's dependence on tobacco.

Using a federal grant and matching funds from the local bank, the
high school built a large. geothermically heated and cooled
greenhouse and special fish tanks or "raceways" for the tilapia.

The first of the tiny fish arrived in May, no more than a
half-inch long, and Burniston's students hope to harvest about
80,000 pounds of mature tish at the end of the school year,

"Legend is that tilapia was the fish Jesus used to feed the
5,000," Burniston said, his eyes twinkling. The New Testament
description of using one small boy's lunch of loaves and fishes
to feed a multitude of hungry people is a lesson in faith, and
Burniston clearly enjoys rhe parallel.

The United States imported 65 million pounds of frozen tilapia
last year, Burniston said. He sees no reason why his students
can't tap into that market.

"We're always trying to stay on the cutting edge," Burniston
said. "It keeps students interested in agriculture as a career.
If all they can do is hoe and do the same old traditional things

. . and don't use the newest, innovative technology, they lose
interest and want to go somewhere else."”

At a time when people are more concerned about diets low in
saturated fat, Burniston said, tilapia is a healthy alternative.
He thinks the market is wide open right now.

State Sen. Rusty Crowe of the governor's committee for
alternative agriculture arranged for the Johnson County High
School team to meet representatives from a company called
Frontier Aquatics, who eventually wrote the grant proposal to
fund the greenhouse and tanks.

Judging by the steady siream of visitors the tilapia project is
drawing, Frontier Aquatics is getting the exposure for their
company they'd hoped for. And some of those visitors are also
asking if Burniston and instructor Kenneth McQueen will have
students trained and avatable to run similar operations for them
by the end of next year.

Ed Walker, 18, just graduated from Johnson County High and will
be working as a full-time iechnician at the school fish farm. He

said he'd have to wait tor his family's six acres of tobacco to

come in before he'd have money for college, anyway, and "this may
be schooling enough.”

Burniston and McQueen probably won't leave to manage another
businessman's fish operation, he said, grinning, "But | might.”



McQueen, who has previously raised catfish in ponds, says they
plan to produce fish for market on a monthly basis once the
operation gets fully under way. The fish will be fed four times
daily, he said, and the water quality will be closely monitored.
The tilapia will be harvested when they are between 1% and 1%
pounds, he said.

The newest greenhouse will do double duty. Special sliding
platforms will be installed over the tanks to allow the students
to raise hydroponic lettuce above the fish.

A farmer would need aboui $30,000 to set up a 30-foot-by-120-foot
hydroponic greenhouse, Burniston said, but it could net him
$15,000 from tomatoes in the first year. Building a fish farm

similar to the high school operation would cost about $100,000,
Burniston said, but it could recoup the cost of construction in

the first year.

In an economically depressed community like Johnson County,
starting up even a small hydroponic vegetable operation or a fish
farm would take capitai the locals just don't have. So the high
school program also teaches the students how to develop a
business plan to show & banker.

Burniston says a profitahie operation would probably need several
growers in the area (he's pursuing another grant to set up a

co-op) since most buyers want 8,000 to 10,000 pounds of fish per
haul.

McQueen explained with some embarrassment that high school
teachers like himself are pulling down some of the highest
salaries in the county. A lot of people say they can do better on
welfare, "and that's why rhis concept (alternative agriculture)
is really coming on.”

"And that's why tobacco has been so big here,” McQueen said.
"That acre of tobacco is a hig deal.”



POLITICS & POLICY

_Tobaécb F dﬁnérs Lobby for Slu;eof Settlemem i
"To Protect Them Against a Decline in Demand |

By Jermazy Tavioe

. .
_Stajf Reporter of THR WALL BTREKT JOURNAL

WASHINGTON~Tobacco farmers, inl-
tially hostile 1o the proposed $368.5 billion
nent crafted by cigarette makers,.
stale altorneys general and public-health
advocates, have now begun to- explore
~what's In it for them. * . .
Representatives of tobacco-state farm
buruu;mexpeddlnnmtwdayﬂm
Clinton son officials,
White House adviser Bruce Reed and
h apd Human Services Secrelary
Shalals. Their message: Any Lo
dacco deal approved by the White House
and Congress mus! include protections for
{armers hurt by dwindling demand for

tobaceo.

. “Bverybody's being considered except
for the grower.” says Wiyne Ashworth,
president of the Virginia Farm Bureau.
“I'm sure thul the lobucco les hud

very good reasons for negotiating the

settiement. but they and ¢ else

needs to realize that we can't be left out in
the cold.”

In uddition 10 the White House, kbby-

ists for tobacco farmers plan to target abig

- group of sympathetc tobacco-state law-

makers, including House

mittee Chalrman Thomas

ginia. Ata minimum, they say, any legisis-

thnlppmedbymnmvmlmnw i
. include substantial funding o offset farm- ¢
ers’ losses. “To focus on a dollar figureat -

" this stage would be & mistake; we plan 0
wlk programs now and see where that
\eads us, says John Keeling, a lobbyist for
the American Parm Bureau Federation. *

Switch to Alternative Crops
One proposal floated on Capitol Hill: To

" earmark 6 billion of the money tobacco |

companies pay under the settlement o
help tobacco {afmers switch o allernative
crops. That notion has proved uapopular
among some farmers because lobacco, in
the hot and humid regions .ideal for its
growth, Is far more profitable than other
cash crops, Another ides. requiring to-
. bacco companies 1o use a higher percent:
age of U.S.-grown tobacco leaf in cigs-
rettes, appears (o have more support. Mr.

Billey. for one, has sought such assurances *

from clgarette makers: “1 told the CEOQ of
" Philip Morris, .Geoftrey Bible, that he
needs 1o get his people out 1o reassure the
wbum(lmmmnmymlo\nllobe
using their leaf as opposed 1o_imports,”
the Virginis Republican said.
News of the settlement angered many
tobacco farmers, and cigarette makers
have been working -hard since it was

announced to prevent a rift in the historl- -}
cally - warm relations between growers.

.and manufacturers. J. Phil Cariton, & key

negotiator who represents RJR' Nabisco

Holdings Corp.. made rare public com-

ments o & North Carolina newspaper after

the settlement was announced, lo assure

_ tobacco farmers that he is “sensitive to

thelr issues” and predict that “{armers are
going to come out fine.” .

. Lawmakers such as Mr. Bliley and

Republican Richard Burr of North Caro-

\ina, whose congressional disuricts conain

both farmers and employees of big ciga

rette makers. will have to reconclle the -

 §tudying the Economic Impact

Mr. Burr, whase Winston-Salem :&:—
trict Includes both an RJR Nabisd ml:.ul-

hearing on the settiement. “This agroe-
ment isp't designed to make sudden
changes that would irk them,” but rather.

- jead to'gradual smoking reductions for
which {armers would have ampie time to’
prepare. .

In Congress, industry critics say they |
wmﬂdwppoﬂm(omo(mmpemum .
for. farmers in any deal that is enacted.”
Phi) Schiliro, a spokesman for tobacco foe
Rep. Henry Waxman {D., Caiif.), envl-
sions programs nm\urmunnm included in

put out of work by the act's strict limitsen -~

sulfur-dioxide poliution from the burning

[arm-bureau representatives presented
.their case to dozens of lawmakers last
Right at & reception hosted as part of their
annua! July meeting in Washington. *Qur
muphmkmuhoutuzmuueuemd
this settlement oo jobs and op-fsrmers’
\ivelthood;" says Bill Spragus, president of *
the Kentucky Farm Bureau. “The Ken-
., tucky congressiona! delegation. 10 & per-
son. has said they are determined to be
& sure the interests of tobacco farmers are
considered.” ’ . :
These_outpourings, of sympathy not-
iobaceo farmers still face 8

views of these two core ¢

few pitfalls in Congress. Today or tomor-
row, the House will cansider an amehd-

ment 1o an appropriations bill sponsared *

by Democratic Rep. Nita Lowey of New
York that would eliminate (edera! crop
insurance for tobacco farmers, which
* gives them a hedge sgainst bad harvess

‘and westher-elaled disasters. The Con- © -
gressional -Budget Office estimates that .

the amendment would save $34 milllon, A

similar measure offered by then-Rep..
Richard Durbin (D., 1.) falled by wo

votes last year. -
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In addition to the White House meeting. . -
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The Honorable William J. Clinton \OM

President, United States of America
The White House )(O
Washington, DC

Dear President Clinton,

As a member of the National Commission on Small Farms, I sincerely appreciate your
interest in the future of small farms and rural communities. On behalf of the 150,000
tobacco farmers in Kentucky, Ohio, Indiana, West Virginia and Missouri, we encourage
you to highlight this concern for small farms by conducting a Presidential Summit on
Farming Communities in Kentucky. Kentucky's 89,000 farms, the large majority of which
are tobacco farms, face the most uncertain future of any small farms in this nation.

In addition to our region's farms, tobacco accounts for half or more of total farm sales on
nearly one-third of African American-operated farms in the east coast states from North
Carolina to Maine. For decades these farms and communities have relied on a partnership
between the federal government and our farm organizations, a partnership originated over
fifty years ago. In the upcoming Congress, this partnership, the tobacco price program,
will be reexamined in light of the proposed global tobacco settlement.

We request your personal attention to any restructuring of this historic program and to the
future of farming communities whose economies, culture and environmental quality are
intrinsically linked to tobacco farming. We urge you, your Cabinet and Congressional
leaders to meet our local community leaders -- farmers, physicians, business people,
church leaders and ordinary citizens -- in a Presidential Summit on Farming Communities.

Words cannot express my appreciation for this opportunity to meet with you, your staff,
Secretary Glickman, Congresswoman Clayton and farmers from around the nation.

We truly believe that the concerns of small tobacco farmers, particularly African American
farmers, and our communities deserve your continued attention. We encourage you to
maintain the focus that a Summit might bring to small farmers, African-American farmers,
and all farm families and offer our assistance in any way possible.

Sincerely,

Rc.)dy‘ uegel, Presideht
Burley Tobacco Growers Coop

Karen Armstrong-
Commodity Grow

s Cooperative

Karen Armstrong-Cummings
Managing Director

Suite 206, 620 S. Broadway, Lexington, KY 40508
(606)233-7845 phone; (606)231-9804 FAX



The President's Summit on Farming Communities -
A Proposal to the Honorable William J. Clinton, President of the United States
from the Burley Tobacco Growers Cooperative and the
Commodity Growers Cooperative

We, the tobacco farmers of Kentucky, Ohio, Indiana, West Virginia and Missouri, invite
President Bill Clinton to conduct a Presidential Summit on Farming Communities in this nation's most
tobacco income dependent state - Kentucky. We request that you and this Congress carefully examine
the success of the tobacco program, clearly evaluate and build on its economic, social and
environmental successes and challenges in considering and crafting plans for this region's future.

We invite you to conduct a Summit Roundtable similar to the successful 1993 Northwest Forest
Summit in Oregon, crafting a plan with those who care about the future of our rural communities, those
of us who live in the tobacco farming states. This dialogue would enable local people to describe the
highly complex, but highly successful, tobacco program, particularly the farmers and the communities,
towns and cities directly affected by tobacco income. Together with your leadership, we can build a
plan to restructure, equitably, the existing partnership which sustains our land, our communities and
our economy. This dialogue should include our health community-- our local doctors and health
officials who live in communities supported by tobacco farmers' income.

Throughout this nation our small farmers, particularly those African-American and
limited-resource farmers, are calling upon this Administration to act, today, for our farming
communities' future. Nowhere are farm families and communities experiencing a future so uncertain
as those in tobacco producing states. The upcoming National Commission on Small Farms' report,
coupled with pending Congressional debates on the global tobacco settlement, provide this
Administration an unprecedented and historic opportunity to lead America's small farms and rural
communities into a more prosperous and sustainable future.

America's tobacco farming regions need this nation's understanding and involvement today
unlike any other time in our country's history:

0 Over 100,000 small farms, owned by more African-Americans than in any other region
of the country, annually renew our connections to the land through spring plantings and fall harvesting,
knowing it is not just the crop but the tobacco program that sustains farms and communities;

0 Our farming communities' partnership between the federal government and tobacco
farmer organizations originated when national economic wizard Bernard Baruch worked with tobacco
farmers, developing a system, equitable for farmers--a highly successful partnership enduring over five
decades;

0 The global tobacco settlement's potential economic impact on tobacco production and
current Congressional trends to uncouple government from farming, ensures that small farms,
particularly in the Appalachian areas of Kentucky, West Virginia, North Carolina, Tennessee and
Virginia, will fail and our communities will deteriorate. America's tobacco producing Appalachian
mountain counties are this nation's most tobacco-income dependent counties, since off-farm income is
sometimes nonexistent and tobacco constitutes most agricultural production.

A Presidential Summit, involving you, our Congressional leaders, and the many federal
agericies involved in the complex issue of tobacco production and control, would enable an open
examination and dialogue about the future of this region. Farmers, community, church and civic
leaders, whose future will be forever changed by actions of your Administration and the 1998 Congress
could discuss openly, and devise together, a Presidential Plan for Sustaining Farming Communities,
targeted on the tobacco region whose farms are most at risk. We offer our support and look forward to
assisting under your leadership.



Background Information
presented to the National Commission on Small Farms

Even before members of Congress began submitting bills to phase out the tobacco program,
farmers and farm organizations spoke to the National Small Farm Commission of uncertainty and
hopelessness pervading the tobacco farming communities, pleading with the Commission to consider
the special needs of this farming population. For over five decades, small farmers, African-American
farmers and new and beginning farmers in these states have been cushioned from many economic
pitfalls facing other farmers, by a tobacco price support and production control program. This
partnership between the federal government and tobacco farmer organizations originated with an
historic federal government and farmer partnership when national economic wizard Bernard Baruch
work with tobacco farmers and develop a system that was fair and equitable for farmers.

The resulting tobacco program, not simply the crop itself, has enabled small farmers to
experience a comfort unlike any other farm group -- assurance and certainty based on a system that
works. Not a subsidized system, the tobacco program's success has often further clouded dialogue as
uninformed groups urge farmers to take up "alternatives to tobacco." Such misguided advice fails to
recognize that even green bean farmers, given such a program and market structure, would fight to
their death any attempt to change.

As tobacco farmers participate in other agricultural markets, they count the dwindling profits
from other products, and watch neighboring dairy and livestock farmers failing. Tobacco farmers are
perplexed by well-intentioned, though profoundly faulty offerings that others say are "alternatives."
It's not just the tobacco crop for which there is no alternative, but the tobacco program.

Support structures, the lack of which have haunted other farmers without such opportunity,
include access to credit, market stability, a farmer-based decision-making structure, and decades of
production experience. This structure provides the autonomy to experiment with other crops and
products. Most importantly, the tobacco program has enabled small and African-American farmers
throughout the south and Appalachian regions to continue farming, even as pressures mounted from all
sectors of society to replace the crop with another.

Throughout these decades, farmers, frustrated by community and often their own families'
urging, have worked to supplement or replace the crop, experimenting with a vast range of alternatives.
Throughout these decades, farmers continue to rely on tobacco. Baffled that few understand the
program's importance, a refrain from the stymied tobacco community reverberates that, "It's not just
the crop, it's the tobacco program."

It is no accident that the tobacco states and communities, including North Carolina, Kentucky,
Tennessee, South Carolina, West Virginia, Virginia and Maryland, also represent among the highest
concentrations of small and African-American farms. Tobacco income is particularly important to
limited-resource farmers, African American farmers and the Appalachian regions of the upper South.
In these same areas, again in the mountain regions, off-farm income is limited or nonexistent, poverty
rates are high, and tobacco farm income constitutes a greater portion, not only of agricultural income,
but overall economic income.

In the Appalachian counties of Kentucky, the tobacco-income dependent counties include those
farmers most at risk in our nation. In Eastern Kentucky's Owsley County, for example, the poverty rate
in 1990 was 50%. Because of the limited availability of off-farm jobs, agriculture is the area's
dominant income and the dominant agriculture is tobacco. Welfare reform has only further increased
tobacco's importance to the communities.



In the 18th Annual Family Farm Report to Congress (1993), the USDA reported that although
the Corn Belt had the largest number of farms in 1993, the Appalachian Region (Kentucky, North
Carolina, Tennessee, Virginia and West Virginia) was second with 299,000. "Farms, however, were
considerably smaller in the Appalachian Region than the Corn Belt in terms of average acres, average
gross cash income, and average gross sales," adding that 85% of America's tobacco farms are in this
region.

The USDA reported 91,787 tobacco farms, with 147 acres (mean acres operated), producing
$32,000 (mean gross cash income), and as shown in the following table, the tobacco states correspond
to those states with large numbers of small farms.

s |

Share of small farms within tobacco states*

State Percentage of Small Farms in the State
Indiana 55
~Kentucky 73
“North Carolina 63
Maryland 61
Missouri 67
Ohio 61
South Carolina 76
“Tennessee 82
"Virginia 74
"West Virginia 88

‘92 Ag Census . “Indicates Appalachian Region state where 85% of tobacco is produced.

*This listing does not include states such as Connecticut and Pennsylvania where tobacco accounts for only a very small portion of overall agricultural
production.

Tobacco, grown primarily in the upper South where many African American farms are
concentrated, has provided stability and profits as their "supplemental" farm products have failed.
According to the 1992 Census of Agriculture, tobacco accounts for half or more of total farm sales on
nearly one-third of African American-operated farms in the east coast states from North Carolina to
Maine.

Although tobacco production has been a source of controversy for years, the tobacco program
more recently became the focus of more concerted and serious examination with the landmark "global
settlement" between the states attorneys general and the tobacco companies in June of 1997. This 368
billion dollar settlement, if approved by Congress, will drastically change federal regulatory and health
policy regarding tobacco sales, distribution and by all predictions, tobacco production. The tobacco
farmers and the tobacco price support program were not addressed in the proposed tobacco settlement.

Since June, several major Congressional proposals have been introduced affecting both the
tobacco product sales, tobacco production and the tobacco program. Even since the Commission's
single meeting in tobacco country, held in Memphis shortly after the settlement was announced,
Congressional hearings have begun on the tobacco settlement and bills have been introduced to end the
tobacco program.

The Commodity Growers Cooperative requests President Clinton, the Administration's Cabinet,
USDA in particular, and Congress to carefully study, within the next sixty days, the success of the
tobacco program, and to clearly evaluate the economic, social and environmental impact of program
changes. This study would assess the complex social, economic and environmental impact of the
federal price support's 50 year program in the tobacco-producing states, particularly with input from



the farmers and the communities, towns and cities directly affected by tobacco economy.

This study must examine the range of social and economic factors associated with the tobacco
price support and production control program, the interaction of this program with regional social and
economic systems, and the program's impact on small farmers, African-American farmers, rural
communities and urban centers in and Southern region of the United States, developing
recommendations for systems and processes to stimulate and sustain local economies in the event that
the tobacco program is phased out.

The USDA should conduct this review jointly with other partners and agencies concerned with
the full range of a healthy community, including other federal agencies, such as the:

o Federal agencies: Appalachian Regional Commission, Department of Commerce,
Environmental Protection Agency, Health and Human Services, Housing and Urban Development,
Department of Labor, Tennessee Valley Authority;

o State and local governments, including associations such as the Southern Governors
Association, the National Association of Counties, National League of Cities, which provide liaison
with state and local governments;

o Private sector representatives including farm service and supply businesses, banks and other
lending institutions, manufacturers and small businesses, and organizations which work with local
private sector groups; regional and locally based community development corporations;

o Farm organizations and cooperatives; and,

o Nongovernmental organizations working with farmers, rural development, public health and
community economic development.

The USDA should request and assist the Office of the President, jointly with states' Governors
and Congressional delegations, in convening town meetings and community gatherings throughout the
tobacco producing states to solicit input and recommendations for sustaining healthy tobacco
communities, particularly where small and limited-resource farmers, African-American farmers, and
new and beginning farmers operate. The USDA, together with the President's Commission on
Sustainable Development, should examine and assess, in addition to the tobacco program, the systems
and programs for ensuring farmer-based, locally driven community development consistent with good
stewardship of the region's natural resources.

The USDA, Congress, and the Office of the President should consider targeting the National
Commission on Small Farms' suggestions and recommendations which concerning access to credit,
market development and opportunities and new farmer initiatives to the tobacco producing states and
communities for priority testing and implementation in 1998, based on the lessons learned from the
assessment described above and the process for its development.

As outlined in the discussion presented above, all tobacco farmers in these states currently have
a safety net which Congress is considering cutting out from under them, thus all tobacco farmers, their
communities and urban centers will be at great risk, the extent of which is currently only speculative.
Agricultural economists in Kentucky estimate that as many as 50% of the tobacco farms could be
eliminated, if the tobacco program is terminated, primarily the small farms. The small, limited-resource
and African American farmers, who are also tobacco farmers, are concentrated in these states and
should be provided the immediate opportunity for testing and developing the new systems in particular.
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July 25, 1997

The Honorable. William. J. Clinton
1600 Pennsylvania Avenue, N.W,
Washington. DC 20500

Dear Mr. President:

The Federation of Southern Cooperatives/Land Assistance Fund (FSC/LAF) has worked for more than a
quartec century to organize community based cooperative economic development programs among 25,000
low income families in over 100 communities In the rural South. On behalf of the thousands of people we
scrve -- people living in some of the most depressed rural counties in America -- FSC/LAF would like to
request a meeting with President Clinton, at his convenience, to discuss the implications of the tobacco

deal on our members,

As a community based organization focused 04 encouraging the devclopment of sclf-sustaining
communities i n.the rural South, we are concerned that the rhetoric of the tobacco wars. will overlook the
ultimate victims, the tobacco farmers who grow a legal crop. We could like to discuss the possibility of
building protections into this agreement that would ensure the vital economic interests are addressed
Tobacco is a main crop to minority facmers all over the South, many of our members depend upon tobacco
to put food on the table, educate our ¢hildren, and maintain the ability to remain a contributing members of
our societies, rather than a drein on the limited resources poor communities have to rely on.

Black farmers i n the rural South have been in a continuous crisis for the past 50 years. They have faced not
only general decline in the farm economy, bur also neglect, racial discrimijnation, and economic
exploitation. A viable economicinterestin the rural Southis tobacco. If such saleguards are not addressed
in the negotiations, the lifcblood-of many of our members will be stripped away from them. causing yel
another tragedy from the “Tobacco Wars.” However, at this time. it will not be a multi-million dollar,

. International tobacco corporarions, instead it will be the backbone of many of the poorest communities of

the country, the farmers, who grow tobacco to survive in the ever-changing, seemingly already over-
regulated agricultural sector. We cannotaccept sdditional Black land loss due to the loss of income. We
nced your support to protect small Black family farmers during these negotiations. '

Thank you for your time in considering this request. We look forward to hearing from you on this

Executive Director

cc: Bob Nash
EvaClayton
Jim Clayburn
Sanford Bishop
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The Federation of Southern Cooperatives/
Land Assistance Fund
Public Relations and Fundraising Office
2769 Church Street
East Point, GA 30344
RALPH PAIGE TELEPHONE (404) 765-0951
EXECUTIVE DIRECTOR FACSIMILE (404) 7659178
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Statement by Ralph Paige
Federation of Southern Cooperatives/Land Assistance Fund
at the Meeting with President Bill Clinton on Limited Resource
' , ' Farmers
/o 16 December 1997

I want to thank you Mr. President for calling this meeting today with Minority Farmers. This is

~ especially important since the root cause of the decline of African-American farmers and the loss of
" African-American owned land is directly tied to historic racism in the United States. Since 1920,
African-American farmers and land owners have lost close to 15 million acres of land. African--
American land loss is a critical issue given your recently created Commission on Race. [ applaud
your leadership in this effort. Also, the follow-up Round Table Discussion on race at Tuskegee
held by Secretary Dan Glickman was excellent and timely. We support the USDA Civil Rights
Action Team efforts to address the complaints that were expressed in listening forums around the
country early this year and support full implementation of the ‘92 CRAT recommendations.
However, therc are any concerns that yet need to be addressed by you, Mr. President and they

include the following:

e In 1983, under the Reagan Administration, the USDA dismantled its Civil Rights Complaint
‘Division. This division needs to be reestablished on & permanent basis. In addition, the U.S.
_Counsel General’s office should stop impeding settlemnents of cases that have been proven

[iscriminatory.

\ Credit
e There needs to be atepeal of some credit provisions in the 1996 Farm Bill, especially, those

that 'do not allow fatmers-to receive operating and ownership loans if they have previously
received a write down or debt settlement. This is critical to the future ownership of farms by

the African-American community.

‘e Fully fund the ownership and farm operating loan programs at a minimurn of $85 million and
$500 million respectively. An equitable percentage of these loans should be targeted to

roinority farmers.

e Desigpate a minimum of one-third of the Fund for Rural America’s budget to the needs of
disadvantaged customers.

e Fully fund the Extension of Indian Reservations programs.

Qutreach

o Fully fund the outreach and technical assistance program for socially disadvantaged farmers
(2501) at thc authorized level of $10 million annually.
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County Committees - Institute policies to ensure participation of African-Americans and other
minority farmers on FSA county committees.

_ Shpport appropriation of $10 million for the Cooperative Development Grants Program

(formerly Section 2347).

Guarantee market access for small and limited resource farmers, i.e., target resources for
market development and creation of value added processing.

* Tobacco Farmers - Guarantee that African-American tobacco farmers who have suffered the

most, be part of any settlement in the pending lawsuits with tobacco companies.

Implementation of the Nﬁnoﬁty Farmers Registry (CRAT recommendation No. 28) to establish

a base-line of Jand ownership by people of color in this nation; and a level to build from. so we
will not lose a single additional acre of land.

We feel that these recommendations and concemns are key to ensuring that African-American
farmers remain part of this country’s agricultural system and to the survival of rural America.

UL



DRAFT DRAFT DRAFT DRAFT

H.R.

In the House of Representatives

A Bill

A bill to establish a national Commission on the Future Growth and Production of
Tobacco in America, to assess and make recommendations on the future
alternatives to tobacco growing and production in the United States and for other
purposes.

Short title: This Act may be cited as the, “The Tobacco Farmer Families and
Communities Future Economic Viability and Stabilization Act of 1997”

Findings: The Congress finds that -

a)

f)

g)

the use of tobacco products are a major cause of cancer, heart disease,
emphysema, stroke, chronic obstructive lung disease and other conditions
and that new efforts must take place to reduce the disease and death caused
by tobacco use, including the use of such products in tobacco growing states.
the role of American-grown tobacco in the world markets has greatly
diminished.

the amount that the US tobacco farmer earns per package of cigarettes was
about 3 cents to the dollar in 1991 as opposed to 16 cents in 1957.

the tobacco companies have increasingly moved their growing and
production operations overseas.

new economic alternatives are needed to be provided to tobacco growing
regions and communities that will offer the opportunity for those farmers
wanting to transition out of the tobacco growing business to do so

public attitude surveys of tobacco farmers, particularly farmers under the age
of 45 have shown that approximately 67% of such farmers have expressed a
strong interest in trying other on-farm ventures to supplement or replace
tobacco.

public attitude surveys of tobacco farmers have also shown that while willing
to look at supplementing or replacing tobacco they are concerned about lack



of processing facilities for other crops as well lack of capital and loan interest
loans.

h) a 1994 Lexington Herald Leader poll showed that 75% of tobacco farmers
polled would be interested in alternatives to growing tobacco.

i) emerging technologies offer new opportunities to diversify the nation’s
agricultural base and to seek other uses for tobacco,

j} New opportunities and options should be considered both in the short term as
well as long term that will provide tobacco farmers and their families with
stable economic alternatives to the production of tobacco.

Section 1. The Secretary of Agriculture shall establish a national Commission on
the Future of Tobacco Production and Growth in the United States (hereinafter
referred to as the “Commission”).

Section 2. Members of the Commission

a) (1) The Secretary shall appoint twelve persons to serve as members of the
Commission. Such members of the Commission shall include:

1) two members representing the interests of the flue-cured and burley growers

2) a member with expertise in agricultural economics

3) a member with expertise in small business

4) a member with expertise in issue related to sustainable agriculture

5) a member with expertise in venture capital

6) a member who has developed or implemented a diversification program

7) a member who represents the interests of the public health community

8) two members representing state and local governments where tobacco is
produced.

9) two additional members deemed by the Secretary to be qualified to provide
the necessary expertise in assisting the Commission in carrying out its
responsibilities.

(2) Appointment of Chairman---The Secretary shall appoint the Chairman of the
Commission

(3) No individual who is a full-time officer or employee of the United States may
be appointed as a member of the Commission. The Secretary of Agriculture,
the Secretary of Department of Health and Human Services shall appoint a
designee to provide liaison with the Commission.

(4) Meetings - Seven members of the Commission shall constitute a quorum but
a lesser number may conduct hearings. The Commission shall meet at the call of
the Chairman or at the call of a majority of its members.
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COVER STORY
Virginia region
braces for
hill’s impact

By Melanie Wells
USA TODAY

Residents

de end On DUNDAS, Va. — Fa.rcry;rs
| Jerry Jenkins and Bill Coftes
In USIry for m‘erreyyeing two dusty d!racwr_s
| ] as they might regard a pair
]|Vel|hOOdS of sw)i]msﬂ’r-clad beauty
T —queens if it weren't planting

season in tobacco country. .

“If you go broke, the John Deere's worth more at sale,
Jenkins, 60, says to his friend, who's partial to bumper stick-
ers and personal checks emblazoned with the message:
“Tobacco money pays my bills'" .

“I should be lwpakmg at another 25 years in x{w tobacco
business” says Coffee, 39 “Right now, I don't know if
there's going to be a next year”

This is one of the few pockets in the USA where tobacco
isn't an evil business; it's an accepted way of life. ’_l‘oba_coo
farms dot the countryside. Some 70 miles north, in Rich-
mond, Philip Morris, the world’s largest tobacco company.
cranks out 30 million packs of cigarettes a day at its most-
productive tobacco plant — one of the USA' largest. As the
1998 growing season opens, farmers, tobacco workers and
suppliers nervously watch the political horizon. .

is debating a landmark tob: »-control bill
that will change not just 2 business but the lives and careers
of tens of thousands of people touched by it. The mood in
the Richmond area is one of trepidation. People with busi-
ness ties 1o Philip Morris are preparing for times that are
less flush. Oscar Giles, a factory employee and local union
officer, is doing his own yard work and maintenance at
home instead of hiring someone 1o do it. Companies with
Philip Morris contracts are looking for other clients. )

“There’s practically no company in this town Lh_at doesn’t
depend on Philip Morris in one way or another; says Ste-
phen Spain, an official of the International Association of
Machinists and Aerospace Workers, which represents 1,200

Please see COVER STORY next page »

Continved from 1B

Philip Morris employees.

Ted Lushch, president of Jerry
Brus. Industries, a conveyor-belt dis-
tributor near the Philip Morris plant,
says 5% of his business comes from
the Marlboro maker. That's less than
several years ago, but Lushch began
seeking more customers after Philip
Morris started cutting suppliers in
1993.

COVER STORY

“There's a large contingent of peo-
ple in Richmond who aren't cc_bmron-
able with what Philip Mon'!s pro-
duces, but they're foolish to think the
company could walk away and Rich-
mond would be the same,” he says.

The tobacco industry’s $368 billion
seternent, agreed on last June, was
dead on arrival on
Capitol Hill. In-
stead, the Senate
Commerce Com-
mittee passed a
tougher bill that
would cost tobacco
companies an esti.
mated $516 million
over 25 years and,
some tobacco exec-

utives have said,
could bankrupt
them. It also would
raise the price of a
pack of cigareties

USA TODAY - TUESDAY, APRIL 28, 1998

o - e
by $1.10 over five years to discour-
age teen smokers, curb tobacgo ad-
vertising and strengthen regulation
of tobacco products. Some in Con-
gress, including House Speaker Newt
Gingrich, say that bill is too liberal.
Cigarette makers vow to fight the
bill. But in the Richmond area,
there’s greater concern that a dam-
aged Philip Morris and reduced de-

mand for cigarettes in the USA wil] -

crmp a local economy long under-
girded by Philip Morris' payroll. The
company pays its 8,000 Richmond-
area employees $447 million a year
in salaries, wages and benefits, says
the Bureau of Business Research at
the College of William & Mary.

Feeling change

The company may already be af-
fected by uncertainty over what the
government may require to discour-
age children from smoking Philip
Morris reported a 5.7% rise in its
first-quarter profit jast week, but the
growth was led by gains in its mnter-
national tobacco and North Ameri-
can food businesses. The tobacco
maker reported slimmer gains in its
domestic tobacco profits,

Ask anyone — from the trendy set
that gathers at the Tobacco Compa-

ny restaurant in downtown Rich-
mond to the more conservative
members of Dundas Baptist Church
= and they'l tell you that they feel
whatever hurts “Uncle Phil”

Eddie Padow, owner of Padow's
Hams & Deli, says it may take ume
for everyone in Richmond to feel the
changes in the tobacco business. He
says he'll buy fewer cigarettes if

prices go up.

“When I started
smoking, cigarettes
were 39 cents a
pack,” says Padow,
who has emphyse-
ma.

Even tobacco
critics acknow!-
edge Philip Morris’
contributions to
Richmond, where
the company is a
prominent sponsor
of civic and arts ac-

. tivities.

“I donY like the tobacco industry’s
product, but I see the value of its con-
tribution to the economy,” says Rich-
mond resident Jason Girard, 23, “A
lot of businesses here will suffer with
a downturn.”

High-tech growth

But fewer Richmond residents
and businesses will suffer than in the
past, says Crestar Bank economist
Christine Chmura, who stresses the
region’s success in attracting” high-
tech companies, such as Motorola,
Fewer people work in the tobacco in-
dustry now. Tobacco manufacturers
employed 11,800 locals in 1990, down
from 16,000 in 1980, state figures
show. .

“Historically, because of the pres-
ence of Philip Morris, Richmond
was thought of as a tobacco town. but
given the slower growth in domestic
demand for cigareites and the emer-
gence of other fastgrowing indus-
tries, Richmond has begun to lose
that image,” Chmura says,

Those affiliated with the tobacco
industry might disagree. But they're
more concerned about their jobs.

Just ask James Dawson. Dawson,
37, has worked at Philip Morris for
18 years but fears his days in the cig-

arette business may be as numbered
as the Marlboro Man$, whose brim-
shaded face is ubiquitous on bill-
boards here.

Dawson, who runs a machine that
makes Marlboro cigarettes, isamong
the workers whose workweek and
paycheck have been clipped 20%
since earlier this year when Philip
Morris announced cutbacks,

Philip Morris spokeswoman Ka-
ren Daragan says the company
WENS (o reduce costs and rajse pro-
ductivity. Analysts say it is reacting
lo_the uncertainty in Washington.
“They're cutting expenses in order to
meet future needs” says Branch
Cabell tobacco analyst Steven Maras-
cia.

The company in February offered
early retirement and separation pro-
grams for nearly 2,000 salaried and
hourly employees. Richmond is like-
ly 10 be most affected. The company
€expects 1,300 employees there — or
16% of its local workforce — to sign
up for the programs. Philip Morris
also is phasing out Cigarette manu-
facturing at one of its Richmond fa.
cilities, ’

"My job is on the line the way the
industry is right now" Dawson says.
“I've made cigarettes my whote life.
If anything happened with me and
Philip Morris, my career in this in-
dustry would be over. How does any-
one write a résumé and say, ‘I've run
a cigarette-making machine for 25
years'? It's great if you're going to
another tobacco company, but if
you're not, it doesn't matter”

Down the road

Says Scott & Stringfellow tobacco-
stocks analyst Jack Kasprzak: “Peo-
ple here are not excited about taking
up arms and fighting the fight; they
wouid have liked to have had a set-
tlement and to 80 on with their
lives™

To be sure, there are a few people
who have gotten & whiff of opportu-
nity in tobacco's trouble.

Just 20 miles south of Philip Mor-
ris' plant, discount cigarette maker
Star Tobacco & Pharmaceutical qui-
etly watches industry developments.
|Although the 120-person company
markets low-priced smokes calied
Vegas, Gunsmoke and Sport, its exec-
utives hope its future business will be
In safer cigarettes and in gums and
lozenges it's developing to help peo-
ple quit smoking. The company says
it has patents pending on a process
that removes cancer-causing agents
from tobacco and cigarette smoke.

But that's still down the road.

More immediately, as tobacco
farmers begin planting this mronth,
they’ll tuck fewer plants than usual
into earth that has been upturned
and ready for several weeks, Ciga-
rette makers told the U.S. Depart-
ment of Agriculture that they plan to
buy 15% less lue-cured tobacco — a
popular leaf used in cigarettes — this
year. That means tobacco growers
will be required to cut the amount
they grow by 20%.

Under the bill proposed by Sen.
John McCain, R-Ariz. tobacco farm-
ers would receive $8 a pound for
flue-cured tobacco over 10 years.
The settlement reached last June
made no provision for farmers, Even
S0, growers worry that the 10-year
Span of payments and taxes on themn
will cut into their livelihood.

Gem Jenkins frets that her hus-

band, Jerry, a third-generation to-

bacco farmer, won't be abie to retire.
Although the couple aiso -
beansand wheat, their 30 acres of to-
bacco land provide most of their net
income ~—  between $35,000 and
§40,000 in 1997.

“He has worked like a dog.” she
whispers tearfully over a sandwich

in her kitchen. "I'see him breaking.”

A way of life

Like some other tobacco farmers
and Philip Morris employees, neither
Jenkins nor his wife smoke. But their
ties to tobacco are just as emotional.

- They scemt drawers in their home

with clove-laced Indonesian ciga-
reties. And instead of dried flowers,
the Jenkins decorate their den with
dried, butterscotch-colored tobacco
leaves. Prod Jenkins or almost any
farmer for his favorite childhood
memory. and theyl smile and ask,
“Have you ever smeljed tobacco?"

“It's a way of life more than a way
of making a living" Jenkins says.



—

- ugar want
o cut off

tobacco aid

| PrOpdéal would buy out -
farmers, kill price supports,

By JAMES R. CARROLL

The Courlér-Journal ,

WASHINGTON - —..Republican Sen. Mitch
McConnell, joined by Sen. Richard Lugar of Indi- -

ana, yesterday proposed abolishing t
rice-support program.
P McCoIl’ll:lellP g

e tobacco -

s nction, a surprising break with |

Kentucky’s Wende]l ford — a Democrat

and consistent ¢ on for fobacco farmers —
marks the first crack in a 60-year wall of una-
nimity on tobacco issues by Kentucky's congres- |

sional delegation. :

McConnell and Lugar — chairman of the Sen- '
ate agriculture committee — proposed an $18 bil-
lion plan to buy out farmers and help tobacco- |

and economic realities.

" dependent communities adjust to new political -

MoaConnell announced his position as the Sen- .

ate prepared to debate
landmark legislation that
could exact hundreds of bil- |
li s of dollars:from the to-
bacco industry fo settle law-
suits. and combat smoking
by teen-agers.

McConnell and Luger, a
Republican, said .they will

- . attempt to amend that to-

/

. ‘o tobacco

;

! years,

bacco legislation, sponsored .
by Sen. John McCain, R-

Arlz., to include their proposal for tobacco farm-

ers.

“Ladles and:gentlemen, the tobacco program
is mortally wounded,” McConnell said at a Capi-
tol Hill news conference. “So today, the question
before us is not whether the tobacco program -

will end, but when will it end, and how?"

The tobacco price-support program prevents .
overproduction of tobacco and guarantees a

minlmum price for farmers. The farmers finance . ;

the program, except for a small amount paid by

the government for administration.
cConnell's

plan offered by Ford, Kentuc

groposal sharply differs with a

's senior scnator,
who battled with Senate colleagues in recent
months to win its inclusion In the tobacco bill

now before the Senate. Rep. Scotty Baesler, D- -
6th District, has introduced a measure similar to .

Ford's in the House.

Ford issued a blunt riposte to McConnell's pro- |

.
f I think it's time to get the hound dogs out
and see If we can find the senator who's sup-
1 to be representing our tobacco farmers,"”
the Democrat said in a written statement issued

by his office.

. "“The Lufar amendment s a misleading bribe

the McCain bill over the next three
something most farmers
should know is unrealistic. In my
judgment,. (his is & sad day for our
- Kentucky farmers, and a day I be-

lieve they won't soon forget.”
Kentucky farmers reacted with

-alarm, predicting- disastrous conse--

quences.

“That's cvrazy as the devil,” said
William Balden, a retired Danville

. armers,” Ford sald. "It would require
J aver av (':percem of the money under

farmer who still has an Interest in a |

warehouse there, “The program's the
most valuable thing the farmers have.
If it’s voted out, tobacco can be
grown in California, Arizona, all over
the U.S. There is no wa¥ Kentucky
can compete on our small fa

ms.” "

L )

v

.. _-While"McConnell and Lugir now
“share the same objective of winning
economic aid for, tobacco farmers,
- their motivations couldn't .be more
 different. i
While McConnell hopes to stake a
! claim on billions of dollars for tobac- -
- co growers in the tobacco bill debate,

' Lugar sees the tobacco bill as a .

chance to wipe out a program he
. views as morally reprehensible and
' financially unsound. :

“I do not belleve It is appropriate
for the federal government to contin- &
ue & program which makes the pro-
duction of tobacco more lucrative,” !

in a bill whose purpose it {s to"dis-
.courage smoking.”

 Furthermore, he sald, imports are |

taking a larger share of U.S. tobacco
consumption and the quality of for-
elgn tobacco Is Improving.

“In many markets, U.S, tobacco is |

. not_competitive on price,”. Lugar
! sald. : '

Lugar, a longtime foe of tobacco :
1 price supports, sald other once-pro-

tected crops are about to face the ig-
ors of the world market: corn, wheat

and soybeans all lose their price sup-.

port programs in 2002,

~—

 he said. "It is doubly ironig to do that

The Lugar-McConnell plan would !

Bay owners of tobacco quota a

. buyout of $8 a pound in three equal
Installments over three years. Ten-

. ants and farmers who [ease quota
would receive $4 per pound, also
over three years.

FOR THE AVERAGE Kentucky

tobacco farmer, with about four acres

_ zleldmg about 10,000 pounds of to-

acco annually, pre-tax payments

. over three years would total about
- $80,000:

. George Hill, of Spencer County,

said such a plan would put him out

of business. “I'm just a share crop-

- per,” he saild. “I don't have any
and.” He said he's made a livin
from tobacco all his life, though, an
he’s 66.

“'l guess I'm getting about ready to '

quit fooling with it, myself,” he said.
Dannn
tor of t

McKinney, executive direc-
e Burley Tobacco Growers -

Cooperative Association, confronted

McConnell directly at his press con-
- ference with Lugar, saying that he
: was "really disappointed’ with the
- senators’ plan. .

suEposed to do now?” McKinney
asked. _ .

He sald later that his organization
program,

the small farmer,” he said.
In the end, McConnell said he may
: not be able to suppdrt the bill he
- hopes to use to end tobacco price
- supports: He said he expected the
Congress to produce a "“bad’ anti-to-
bacco bill from Kentucky's point of
view, a measure [ probably won't be
_voting for.” ' ;
Staff writers Al Cross and Joe Ward .
contributed to this story.'

)

“I'm really scared. . . . What are we '

still would fight for the price support -
“Oumrogram rovides stability for

- TP

e

Mo VoL

=g et Hizer, who farms with two_

-and there is

" droj

*brothers in Hardin County, said ca-
lamity would spread from farms to
farm communities. “It will just bank-
rupt little banks in small communi-

ties,” he said. “‘Smaller businesses

wiil go under. I think it will be devas-

tating to this part of the state.”

And Baesler, who is running for.
the Senate seat Ford is vacating by

* retiring, also issued a sharp reply.

“If Ford's bill is not accomplished,
.it's McConnell's fault,” Baesler said.
“He’s turned his back completely on

..Kentucky farmers. ... Right now is
‘when we need a united front.” '

McCONNELL said yesterday he
would prefer to keep the price sup-
port program but that the political at-
mosphere has changed so dramatical-
ly in the past few years that the pro-

-gram is sure to die eventually. With a

* tobacco measure before the Con-
Frqss. he said, it's the right time to
ake care of the farmers before it's
too late, ' c

Saying tobacco has become '"the

enemy of choice among politicfans” -

and "the darling of the attack set,”
McConnell said there have been 29

tobacco-related- votes in this Con- °

gress alone, and some on once-un-
controversial measures like crop in-
surance for tobacco have been close.

“The president and vice president
started this war against tobacco

farmers and now they think that to-

bacco is a good issue to use against

candidates in the upcoming elec-

tions,” McConnell said. *'So what will

keep & candidate from a non-tobacco
- state from voting against tobacco if

they know it'll come back and haunt

them in November?"

Some Kentucky Republicans were

less critical. '

Rep. Ron Lbwio, <nu wastnice, saia
McConnell is “working in a tough
antl-tobacco environment” in the

. Senate and Is right in "keeping all
" available avenues open for the tobac-
.co farmer.” '

“I have listened to hundreds of to-
bacco farmers in the past months,
Erowmg and consistent

support for a buyout,” Lewis said. -

FORD WOULD keep the tobacco

. Erlée support program, provide $28

illion over 10 years in payments to
tobacco farmers who opt out of the
progiam and to hard-hit tobacco
communities and bar farmers who
out of the grogmm from grow- .
inidobacco for 25 years, !
cConnell and Lugar would end
the price wpgort program but also
offer every tobacco farmer & buyout

~ package compressed into payments
- over just three years. Farmers also

would be permitted to keep growin
tobacco, but in an uncontrolled,

. worldwide tobacco market.

" “This is not persenal,' McConnell

- said later of his differences with Ford

on the price support program, "We
both looked at the facts and reached
different conclusions.” o

" McConnell acknowledged his re-'

“markable split with other Kentucky
Iawmakers on tobacco policy, saying

it ‘marked the first major disagree-
ment within the staté’'s delegation
since the tobacco program was cre-
ated in 1930. The difference of opin-
ion was not lost on others either.

“This shows exactly how excruci-
ating all this is,” said Tim Cansler,
director of national affairs for the
Kentucky Farm Bureau. ‘‘When in
history have two senators from a to-
bacco " state disagreed on tobacco
policy?” .- .

The farm bureau Is lobbying to
keep the price support pro%am, but
Cansler conceded that McConnell's
position as a tobacco-state senator,
plus his standing in the GOP ip gen-
eral, ‘“‘could carry a lot of weight” in
Senate deliberations. .

/ (b
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By AL CROSS
and JAMES R. CARROLL
The Courier-Journal

WASHINGTON — As Senate ac-
tion on tobacca legislation slowed to
the curing speed of burley yesterday.]
Kentucky Sen. Mitch McConnell re-
plied to a barrage of criticism he re-

- ceived this week for supporting a
farmer buyout that would end the to-
bacco price-support program.

In a telephone press conference
with reporters in Kentucky, the Re-
publican said he switched sides on
the issue because the retirement of
Kentucky's other senator, Democrat

nde) will cause many
.Demacratic senators to abandon the
program next year, when windfalls
to farmers from a tobacco deal won't
be availabie. .

“There will be a sea change on
the Democratic side of the aisle,”
McConnell said. ““I've talked to a lot
of peaple who have come over to me
and said, "This is it for me. I'm doing
this as a favor to Wendell. He's leav-
ing in January, and the program
isn't going to be argund.” B

Kentucky's two senators are at
odds over the tobacco price-support
program, which Ford is trying to
preserve in the tobacco bill spon-
sored by Sen. John McCain, R-Ariz.
He has support from the White
House and many public health or-
ganizations backing the tobacco
measure.

But the expected showdown be-

tween McConnell and Ford over
their competing proposals for tobae-
co farmers will have to wait until
sometime next month. <% GinEc. -
Senate leaders’ plans yesterday-
for debate over farm-related provi-
sions of the comprehensive tobacco
bill fell apart as senators spoke for
hours on other subjects. In the pro-
cess, the day's schedule disintegrat-
ed, as did hopes by supporters of the
bill 1o win Senate passage before a-
weeklong recess that begins today.

SENATE MAJORITY Leader
Trent Lott, R-Miss., put off more
votes on the tobacco bill as senators
wrangled aver parliamentary proce-
dures governing a series of amend-
ments. .

Sen. Kent Conrad, R-N.D., a°

“McCain ally, suggested that o po-

nents had deliberately dragg
debate to put off action on the bill.

But even senators who want soine
form of tobacro legisiation have res-
ervations about various aspects of
the. McCain bill. As a result, some
unusual bipartisan alliances have
formed, like the one between Sens.
Orrin Hatch, R-Utah, and Dianne
Feinstein, D-Calif. Both believe
McCain's plan goes too far,

Hatch is concerned with constity-
tional problems_the bill may create
relating to proposed restrictions on
tobacco-industry advertising and
marketing, as well as proposed pen-
alties if the industry fails to meet
targets to cutting underage smoking.
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. Feinstein, on the other hand, wor-

ries that the assumptions underlying
the bill aren’t supported by solid

. data ‘and could have serious unin-

tended consequences. Among the
latter could be a black market in

_California, a aeighbor to Mexico, a -

potential source of cheap cigarettes, .
. The Senate did vote 61-37 against -
killing an amendment that would re-
move the §8 billion annual cap on
damages the tobacco industry would
have to pay out from lawsuits. -
“This is not an industry which. de-
serves special protection from the
United States Cangress,” said Sen.
Judd Gregg, R-N.H., who spansored
the amendment with Sen. Patrick
Leahy, D-Vt.
- Senatdrs, however, did not actual-
ly vote to remove the damages cap.

-The amendment was bogged down
. in secondary amendments, including

oné that would convert about a third
of the proposed $1.10-per-pack ciga-
rette tax intrease into a tax-cut for
lower-income married couples.

- RESPONDING to McComell's
assertion that Ford's retirement
would speed the death of the price-

Support program, Ford said through

a spokesman that McConnell is an-
ticipating that Democrats would con-
trol the Senate next year. Political
observers think it is highly unlikely
the Democrats will regain control of
the Senate this year. L
Ford said Senate Minority Leader
Thomas Daschle, D-S.D., supports

~
~

|

his plan for a voluntary buyout of to-
bacco quotas and continuation of the
price-support program and “will be l
In a position to-have influence with l
Senate Democrats.” : !

Danny - McKinney, head of the
Burley Tobacco Growers Coopera-
tive Association, said McConnell ap-
parently “‘does not want to bear the
burden of this thing ... after Sena-
tor Ford retires.” :

. “That's not true," McConnell said,
“The question is very simple: No-
body can tell you there will be aay
money available for our growers if
this program is lost later.” - :

“Right now,” the senator. said,
“there is a big pocl of money. being
raised by an extraordinary increase
in the cigarette tax. This is the one
time when we can get them signifi-
cant heip from the government. It
would be a tragedy to see the pro-
Eam end at a different time when !

ere was no money available.” i

Ford's voluntary buyout would
continue for 10 years, even if Con-
gress abolished the price-support
program. .

But McConnell said the plan he is
cosponsoring with Sen, Richard Lu-
gar, R-Ind,, which would end the ’
program and buy out all quotas in ;
three years, is preferable to Ford's i
because "getting your money over 10:
years and having a lifetime prohibi- :
tion on growing tobacco is not very :

attractive.” o i
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‘McConnell defends tobacco-support stand
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c(C onnell says %

tobacco buyout
best for farmers -

..By Laura Skillman
- Messenger-inquirer
USS: Sen. Mitch McConnell, R-Louisville,
said Thursday he remains irm in
his belief that a buyout for tobaccd
farmners is the best option available.
~ Since announcing Monday his |§
support of a buyout, McConnell hay.
come under fire from the orgmi_b‘l'-':-
fion representing burley growers it}
five states, as well as sevegdl Kens
tucky elected officlals and Hopeﬁﬂs,:','.;‘:"'
And, some lawmakers say the
buyout proposal of U.S. Sen. I
Richard Lugar, Rlndiana, would en- W=
rich many people who don't even M ch

n
.

- farm apymoré, But for MeConnell McConnell

the issue is simple. It's a matterof
enstring that the 60,000 tobacco. firmers ‘he
represents aren't left with nothing. He said he

is convinced that the 68yearold federal tobac: -

co program is “mortally
wounded” and he says the buy- %
outis the best alternative, :

“Nobody can tell you there
will be any money for our §
growers if (the program) is lost - B
jater,” he said during a tele-
phone press conference. “This
is the one time we could get
them significant help. It would
be tragic to lose it, and there
would be no money there."

McConnell said the decision to step away’
srom U.S. Wendell Ford and Ford's efforts to
con(;:'mue the program was carefully cohsid-
ered.

He praised Ford, D-Owensboro, for he job
he has done at holding back the program’s
demise but said they differ on what is the best
for farmers.

Ford continues to back his own plan, which
includes a buyout provision for those who
want it but continues the tobacco ‘program of
quotas and support prices.

If McConnell is so concerned about farm-

~ers recelving assistance, why does he, as an

original spensor of the Ford's Long-term
Economic Assistance for Farmers (LEAF)
\ Act, support a plan that would dev-

astate amall farmers, Ford's
. spokesman Mark Day questoned
8 Thursday. '

. The LEAF Act would compensate
farmers for lost income, offer price
ﬁu rantees for those who want tg
.wkeep: growing and/provide other
enefits to rural communities long
"Ydependent on tobacco. ... ;
W% Legislation authored by-Lugar;
chairman of the Senate Agriculture
. Committee, would end the tobaced
" “program and price supporta by 2002

. and buy out those with quotas —

overnment licenses to market tobacco — for
g&, a pound over three years. Farmers who
don't own the quota but grow it under lease or

R tenant arrangements would
get §4 a pound. Lugar's mea-
sure would give states $1°bil-
1ion to spend over five years. -

The Clinton administration
backs Ford and many health
advocates also support the pro-

am because it limits the to-

acco produced each year.

The Lugar-McConnell plan is
also drawing fire from soine
: lawmakers who say the buyout
provisions are too high. - .

The current phase-out of corn subsidies
now pays those farmers about $200 an acre,
But even the cheapest tobacco buyout would
pay about $24,000 an acre. - :

But McConnell said Thursday, while there
are some who don't like the amounts aftached
to the buyout, there is no crop that generates
the amount. of money tobacco does, justifying
the higher price. '

The Associatad Press contributed té: this
repont '

S e

lgjood/002

S-ARL

/!



V7 bav’ vV

e

uvu
MLidr WUy 'xL L I3ub T U 4 4

"McConnell on Monday rejected
. charges that his support of Lugar's
bill is part of an effort to foil tobac.
co legislation by forcing Democratic
opposition. And yesterday he de-
fended Lott's parliamentary move
Monday night, saying it leveled the
playing field.

% “The majority leader's decision
gilaranteed - that both proposals
would be treated exactly the same,
and the majority of the Senate
could decide which one was best,”
McConnell said.

- As it stands now, both propos-
als exist in the bill. It will take a 51-
vote majority to strike out one or
the other —— meaning Ford would
have to persuade some Republi-
ciihs, who hold a 55-member major-
ity, to back his plan. The show-
down could come before week’s
efd. o

. » Ford declined yesterday to re-- h
veal his next move. He elaborated .
op his “scorched earth” remark only

[/
Quota pla/n |
'ﬁght Gta“ed
threat to -

By Gall Glbson - oy
HERALDLEADER WASHINGTON BUREAU
WASHINGTON — The Senate yesterday cast its

, Versailles-based  Coalition for
first vote on sweeping anti-smoking legislation amid

»

speculation that a brewing {ight bver competing pto-
posals to help tobacco farmers could threaten the

whole deal.

In a 58-39 vote, senators killed a proposal to limit

sue of taxes, debating wheth:r a pro-
p $1.10 per pack tax increase for
cigarettes should be pushed even
higher, to $1.50, A vote cotld come
togay. )
Those {ssues mark only the be-
ginning of a serles of “explosions”
that Sen. John McCain, R-Ariz,, pre-

industry. They then turned to the is-.

fees paid to lawyers who successfully sue thi tobacco

Page A10

# Plans offered
by Sens, Wendell
Ford and Mitch
McConnell treat
growers very dif-
ferently.

dicted would develop as the Senate this week debates

his far-reaching tobacco bill.

Indeed, the first eruption — over the issue of aid to
farmers — came in the opening minutes of the debate
Monday night, and its falloist was still being felt yes.

by saying, “l have some things I
might want to do before we get
through "

McConnell had been a co-spon-
sor to Ford's plan until this week, -

when he announced he would in-
stead work with Lugar. McConnell

said he made the decigion after de- .

termining that Lugar's proposed
three-year cash buyout of tobagco
allotments would be a better deal
for Kentucky farmers than a similar
buyout plan offered by Ford's
L.LEAF (Long-Tetrm Economic Assis-
tahee for Farmers) Act.

.. Ford counters that his plan —
which would cost the tobacco com-
Eames about $10 billion more than’

ugar's — offers more overall to

IHealth and Agricultural Develop-

ment.

At the Washington press con-
ference, Barkley and other health
advocates argued that the end of
the price-support program could
mean a domestic windfall of up to
$1 billion for cigarette makers, who
would be able to buy American leaf
- at lower prices.

. McConnell late yesterday called
the charge that he was protecting
cigarette makers “utter nonsense,”
noting that the free market system
would only arrive in the context of
legislation that could cost the ciga.

' rette makers as much as $800 bil.
. lion,

“I've never heard of anybody

farmers and tobacco-dependent rur- ) Who works for a cigarette company
al communities. + advocating the end of the pro-
' i gram,” McConnell said.

terday.

At the outset of the Monday's debate, Senate Ma-
jority Leader Trent Lott unexpectedly added to the bill
a proposal that would end the price-support program
for tobacco. The cFmposal i backed by Sens. Richard
Lugar, R-Ind., and Mitch McConnell, R-Louisville, =,

| - T
-,‘.vMost importdhtly . while Mc-
Connell argues that the death of the
yrice-support program is imminent
in today's dnti-tobacco political en- |
ironment, Ford thinks it can be
sustained for many years to come.
The split between Ford and Me- '

See TOBACCO, A10

LI SR

f_orn Page One
" The move incensed Kentucky

Sén. Wendell Ford and other south- e 4 e

ern Democrats steering a plan that
wbuld preserve a price-support sys-
tem. On the Senate flonr yesterday,

Ford said he would usie “scorched

earth” tactics if necessary to kill the
Lugar plan.

. Other opponents of the Lugar-
MtConnell plan charged at a press
conference yesterday that it masked

ar effort to defeat the broader legis- |

lation.

« “This is an effort by the Repub-

lican leadership to sidetrack com-
prehensive legislation,” said Bill
Nbvelli, president of the Washing-
ton-based Campaign for Tobacco-
Free Kids. The group supports
keeping a price-suppert program
because it also limits how much to-
bacco is grown in this country.
- “This is more thau just doing
damage to tobacco growers and
their communities,” Novellj said. “It
is going to do damage 1o all the leg-
islation that everyon: has been
working for."

Connell marks a first in the history
of tobacco-policy debates. No two
Kentucky senators have ever been
on opposite sides of this issue dur-
ing the 60-year life of the tobacco
program,
entucky farm leaders have
been sharply critical of McConnell's
decision. The losz of the program
would hit small farmers particular-
ly hard, they say.
Some Kentucky public health
advocates stepped up criticism of

McConnell's décision yesterday, -

saying his support of Lugar's plan

would do more to help large tobac-
co companies than small Kentucky

farmers.

. “Our fear is that the elimination
of the tobacco program plays right
into the hands and the profit mar-
gins of the cigarette companies,”

_said Amy Barkley, director of the
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for tobacco aid proposal

Continued from Page One

goodbye to the New Deal-era
controls on production and price that
have coveréd every tobacco crop in
the United States since 1941.

Such "'government-sanctioned and
-controlied regimes” in agriculture
have littte popularity In the GOP-con-
trolled Congress to begin with,
McConnell said. And when the noto-
riety of tobacco is thrown into the
mix, he said, it is “politically impossi-
ble to keep the program.”

McConnell noted (hat a free-mar-
ket apJn'oach-to agriculture is bein
phased in for corp, wheat and fee

rains, *'You have to ask yourself, 'If
there Isn't a corn program, will there
be a tobacco program?’ | think the
answer fo that 1s no."

But U.S. Rep. Scotty Baesier, D-6th

District, the only tobacco farmer in -

Congress and one of the Democrats
seeking to replace retlring Sen. Wen-
dell Ford, said McConnell's defeatism
is a form of self-fulfilling prophecy.
“The only way we'd lose the pro-
gram is if people In Kentucky say,
‘It's gone, it's gone, it's .gone,'"
Baesler said. -, '
OTHER DEMOCRATS noled
that the federal government still con-
trols production of milk, sugar and
peanuts, No senator from a state de-
" pendent on those commodities has
come out in favor of ending produc-
tion controls, they said.
Baesler said McConnell's proposal
to accept frce-market production of

tobacco would save cigarette compa-

nies $1 billion a year, because the
end of limits on production would cut
prices nbout 75 cents a pound,
Cigarette manufacturers have been
major "soft money'' donors to Senale

Republicans' campalgn commiltee,
which McConnell heads. "1 don't
know if that's the connection or not,"

Baesler said, "but [ can't see any oth- .

er connection.”

TOBACCO companies have fa-
vored Republicans this year in dona-
tions of soft money — large, essen-
tially unvegulated contributions to
parly commitiees.

But McConnell denied he's doing
the cigarette makers’' bidding or is
motivated by partisan considerations.

“The price of tobacco is about, | .

think it's something like 3 percent of
the price of a cigarette,” he said.

The manufacturers like having a
price-support program ‘‘hecause it
gives them a large army of people
with political cloul that they woulJ:l'l
have if all the tobacco came from
overseas,” McConnell said.

“I've never heard anybody in the
manufacturing communily express
an opinion on this subject. This has
absolutely nothing to do with the
manufacturers, They don't have a
dog in this fight. . .. So, you know,
any effort to stigmatize this as some
kind of Idea of the manufacturers
cannot be proven. It cannot be prov-
en becguse it's not true.” )

Critics sald McConnell's a_p'grbach
— which would give growers buyout
payments for three years, not
stretched out over 10 years, as Ford
has proposed — would work a hard-
ship on rural communities. o

"Developing a new kind of agricul-
ture or an economic basis for the
community . . . Is something that will
take 10 to 15 years," said John Berry
Jr., former president and general
counsel of the burley growers' co-op.

Berry noled thal since 1992, the co-
op has had a subsidiary that tries to

help create markets for ferm prod-
ucts other than tobacco.

McConnell's ‘rroposal will cause
family farms to disappear, said Karen
Armstrong-Cummings, head of the
subsidiary.

It will fast-forward our remalning
ag economy into contract hog and
pouitry production ... and simp)y

.end rural areas as we know them,”

she wrote i an e-mall yesterday that
urged farmers' allies to support
Ford's proposal. .

But McConnell said his proposal,
which would send $80,000, pretas, to

the average grower in Kentucky, Is’

the only recourse. :
“It's the difference hetween getting
$80,000 over three years for the aver-

_ age grower, or potentially losing the

program and getting nothing a few
years down the road,” he said.-

THE CO-0P'S exccutive director,
Danny McKinn:.{y. predicted that
McConnell would live .to regret his
stance. “What he. said was, 'It's dy-
ing, 80 I'm Just going to go ahead
and shoot it,’ ** McKinney said.

McConnell sald the co-op’s leaders
are staunch Democrats. -

"“They believe that we should io
down with the Titanlc . . . ali togeth-

* er, rather than providing lifeboats for

people to survive,”" McConnell said.
But Kuegel, the co-op's president,
said it's o strange world when health-

. advocacy groups that have bedeviled
tobacco farmers in the past now sup-

port continued controls on produc-
tion — as a way of keeping prices up

.and consumption down — and home-

stale lawmakers such as McConnell
throw [n the towel,

I never dreamed all of this would
happen,” he sald.

03 Selis
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The best deal?

Plan McConnell backs brings in quick cash,
but would ultimately kill off small farms

Mitch McConnell might be right.

Maybe the best deal Kentucky
can get is a quick cash buyout of
tobacco quotas. We know many
landowners are salivating at the
prospect of collectin éz $8 a pound
over three years under the proposal
McConnell endorsed Monday.

But McConnell’s dollars-and-
cents calculation ignores the in-
evitable losses. The greatest of
these losses would be farming as
we know it in Kentucky.

Cigarette makers would benefit
from cheaper tobacco grown on
fewer but larger farms, while rural
communities up and down both
sides of the Appalachians would be
torn by the upheaval.

Without the L s
government’s tobac- VRS G
¢ price support RPN
program, thousands ' '
of small farnily
farms from Mary-
Jand to Georgia,
would cease to be. .
Some would be -
paved over and subdivided. Banks

In purely pecuniary terms, Sen.

would take some. Ceclar trees and mar-

ijuana patches would take some, too,

The communities these farms
support also would cease to be, re-
placed by commuters and pension-
ers.

As the Senate debates the tobac-
co bill this week, the spotlight's
_glare will be on teen smoking and
how much relief from lawsuits the
' sugarette companies should get. The
{ fate of hand-tended hill farms is
tlikely et lost in the glare, or
) ¥ subsumed by a Republican ideology
\. that insists on a pure free market in
1] agnculture
‘; It seems to us, though, the fate
',of tobacco farms has more to do

2 with issues of land stewardship and
g ¢ national agricultural policy than
.aw1th smoking and product liability.
{ Do we want American agricul-

4 ture to be nothing but industrial-

; % scale operations and corporate con-
» tractors? Are we ready to do all our
; ¥ shopping at the Supermarket to the
"World? Or should we save a place .

i for family farms that pasture cattle,
< sell produce at the farmers market,
2 grow a few acres of tobacco and de-
; pend on government plannmg to

smooth out the ups and downs of
the invigible hand?

It's a vital question, and one
that shouldn’t wait until the tobacco
program, like the rest of America’s
farm programs, is dismantled.

For 60 years, the government
has kept tobacco production in line
with demand and guaranteed grow-
ers a good minimum price. Growers
bear all but a little of the program’s
cost; there is no tobacco subsidy,
contrary to popular belief.

As a result, Kentucky has more
farms than all but three states, The
tobacco program has immunized to-
bacco-growing regions against the
consolidation of land and the loss of
farmers that is fast remaking the
rest of rural America.
o The plan that
. McConnell en-

. dorsed, intro-

* duced by Senate
i Agriculture

; Chairman

: Richard Lugar,

* R-Indiana,

" should be
viewed in its proper context — as
the logical extension of the Freedom

" to Farm Act that ended the federal

role in agricultural planning. In this
new free market, farms on the
Northern Plains already are going
under, according to the Wall Street
Journal, because the climate there is
too cold for farmers to play the .
global market by growing anything
but wheat. US. Agriculture Sece-
tary Dan Glickman says Freedom to
Farm should be revisited.

Until Monday, McConnell was
co-sponsor of Sen: Wendell Ford's
LEAF Act, which-would preserve
the price support program and pro-
vide tobacco commumities with a
tuch softer landing than the Lugar-
McConnell plan,

That Kentucky’s two senators
have split on this most important
tobacco question shows how very
difficult 1t is.

Neither the Ford nor McConnell
approach is perfect. Some hybrid of
the two would be a better alterna-
tive. But if it comes to an either.or-
choice, we're for the conservative
approach which oddly enough, is
the one espoused by Democrat
Ford.

g} 003
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Baesler, Owen attack

McComuill
\

By Angle Muhs
and Jack Brammer
HERALD-LEADER FRANKFORT BUREALI
HARDINSBURG — Two of
"the three major Democrati¢ can-
didates for US, Senate tonk to
the road yesterday, with both de-
livering virtually the same mes-
sage an tobacro. '
US. Rep. Scotty Raesler, trav-
eling through Hardin, Grayson,
Breckinridge and Meade coun-
ties, voiced opposition to Republi-
can Sen, Mitch McConnell's
break with Democratic Sen. Wen-
dell Ford on tebaceo legisiation
under discussion this week in
Washington, :

In a series of television and

radio appearances in Lexington,
Louisville businessman Charlie
Owen accused McConnell of ne-
glecting small tobacco farmers
and “playing for national atten.
tion" with his proposal to abalish
the tobacco price-support pro-
gram.” .

Owen declined to elabarate
on McConnell's motives, btit has
scheduled a news confererice to-
day at McConnell's field office in
Lexington.

The third major canclidate,
Lt. Gov. Steve Henry, spent the
day in his Louisville can:paign
headquarters, huddling with ad-
visers and making phone calls.
He is expected to hit the cam-
paign trail today ini Western Ken-
tucky.

Baesler, who today will begin
airing radio ads op agricultural
programs, continued to empha-
size his background as the only
tobacco farmer in Congress., At
each stop, he also took the oppor-
tunity to criticize McConnell.
~ “Idon’t care how you sugar-
coat it," Baesler said. “He's

* turned his back on the farrers.”

Owen =aid he strongly sup-
ports Ford's tobacco plan. It
would keep the price-suppot! pro-
gram, provide $28 billion cver 10
years in paywents to fobaeco
farmers who opt out of the pro-
fam and to hard-hit lobaceo
communitics, and bar farmers
who drop out of the program

o s e B ¢ e e ——

on tobacco

from growing tobacco for 25
years.
With only six days until
Tuesday’s election, the candi-
dates tried to find ways to set
themselves apart from their ri-
vals.

Baesler, who carried a sun-
flower-print tote bag containing
the trademark sunflower seeds
he gives voters, told supporters
in Elizabethtown he's confident
he's the front-runner in the race,
based on his polls.

But in the next breath, he
also cautigned them that the race
was far from over. “I'm opti-
mistic, but I'm very practical,
too," he said. "We've still got a
week to go, and it's tough."

Owen campaign manager
Kitm Geveden said Owen's polls
show the race in a dead heat be-
tween Baesler and Owen.

Judging purely from yard
signs in Western Kentucky, how-
ever, interest in the Senate race

" appeared lackluster, though loeal

contests seemed to be drawing
plenty of attention.

Steve Morris, a registered De-
mocrat, said he’s likely to vote in
the primary but doesn't khow for
whom.

“T've seen some of their ads
on TV and such, but most of my
attention has been on my day-to-
day life, work and family,” said
Morris, a sales representative
who lives in Owenshoro and was
in Hardinsburg on business.
“Closer to the election, ] suppose
I'll read the papers and try to de-
cide.”

Owen, campaigning with his
wifc, Joanne, did not niention his
opponents by name but said ene
of them "has just focused on
health care, That was an appar-
ent reference to Henry, an ortho-
pedi¢ surgeon who has recsived

-maty campaign contributions

from health-care interests.

Hevald-Leader  staff  wiiler
Chad Carllon contribuled o this
article,

54 million in savings
expected over 27 years

By Elizabeth Wade Hall
HERALDLEADER STAFF WRITER

The Urban County Council yesterday
tentatively agreed to refinance $41 million
in bonds that helped pay for the University
of Kentucky William T. Young Common-
wealth Library.

The UK Alumni Association asked the
coundi! to refinance, saying savings would be
$150,000 annually or more than $4 million
over the remaining 27-year life of the bonds.

“This is a simple, straightforward fi-
nancial arrangemnent that will save the uni-
versity money,” said Bob Drakeford, the
city's director of Economic Development.

The council Is expected to give final ap-
proval at its May 28 meeting. Eight of the
15 council members yesterday approved
putting the proposal on the agenda.

ree council members — Chuck
Elli:;er, David Stevens and George Brt;wn ‘
—— didn't vote because they are UK emp! og-
ees. Council members Teresa Iaaac, gan y
Shafer, Jennifer Mossotti and Fred Brown

hsent. .
wert]; President Charles Wethington

asked the city to sell the bonds to pay re-

ining Jibrary costs four years ago.
e See LIBRARY, B3

LIBRARY:
Refinancing
gets 1st OK

_From Page B1

UK had state upproval to
spend $12 million on desi
and site preparation, but cﬁg
not receive any money from
the General Assembly for
construction. !

UK raised $21.5 million,

' including a $5 million gift
. from Lexington businessman
William T. Young, a UK
alumnus. o

The city agreed to gell
the bonds and the proceeds
went to the UK Alumni As
sociation, a quasi-indepen-
dent group that became the
owner and builder of the $58
millien library, )

To pay the debt service
on the bonds, UK decided ta
use $3.2 million annually from
the UK Athletics Association.

Henry Clay Owen, UK's
controller and treasurer, said
the bonds were issued at 6,75
percent interest in 1994 and
could be refinanced at a rate
as low a3 5 percent today, _



(b) (1) Compensation - Members of the Commission shall each be entitled to
receive the daily equivalent of the annual rate of basic pay in effect for grade
GS-18 of the General Schedule for each day (including travel time) during which
they are engaged in the actual performance of duties vested in the commission.

(2) While away from their homes or regular places of business in the
performance of services for the Commission, members of the Commission
shall be allowed travel expenses , including per diem in lieu of subsistence, in
the same manner as persons employed intermittently in the Government
service are allowed expenses under section 5703 of title 5 of the United
States Code.

Section 3. Scope Purpose and Duties of the Commission

a) The Commission shall develop and recommend both short term and long
term strategies that seek to reduce or eliminate the production of tobacco in
tobacco growing states and communities while ensuring short term and long
term economic stability and development. In carrying out its responsibilities
the Commission shall at a minimum conduct:

(A) A review of the tobacco program as authorized and administered by the
Department of Agriculture

(B) A review of the role that tobacco and tobacco production has played in the
tobacco producing states, focused primarily on the six major producers.

(C) A review of the production and marketing trends of tobacco and tobacco
products in the United States.

(D) A review of the effects of international tobacco and tobacco production on
the domestic production and marketing of tobacco and tobacco products,
including a review of the operations of US and international tobacco
companies and leaf dealers.

(E) A review of economic models, demonstration and or pilot projects that might
be used for providing tobacco growing states alternatives to growing tobacco
and or other uses of tobacco,

(F) A review of health and ethical issues surrounding the production and
marketing of tobacco products both in the United States and in other
international markets.

b) (1)In carrying out its duties the Commission shall conduct a minimum of two
hearings in each of the six major tobacco producing states. Such hearings
shall be held in communities that are involved in the growing and production
of tobacco. The Commission shall provide the communities with an open
forum to present testimony, ideas and recommendations about the future
production of tobacco including ideas and recommendations for



diversification, economic development needs, environmental impact concerns
and any other issue related to the agricultural production of tobacco.

(2) The Commission may undertake an investigation or study of any other
appropriate matter which relates to the Commission’s duties or is consistent
with the Commission carry out its responsibilities.

(3) Upon completion of its study, investigation, and hearings the Commission
shall report its findings (including recommendations for legislative or
administrative action) to the President, the Congress, each federal agency to
which a recommendation in the report applies as well as to the Governors of
each of the six major tobacco producing states.

c) The Commission shall complete its duties, responsibilities and report its
recommendations as required under subsection b)(3) no later than 18
months after its appointment.

Section 4. Administrative Provisions

a) Staff --- (1) The Commission may appoint and fix the pay of such staff
personnel as it deems desirable. Such personnel shall be appointed subject to
the provisions of title 5, United States Code, governing appointments in the
competitive service and shall be paid in accordance with the provisions of
Chapter 51 and subchapter 53 of such title relating to classification and General
Schedule pay rates.

(2) The Commission may procure temporary and intermittent services to the
same extent as is authorized by section 3109(b) of title 5 of the united States
Code, but at rates for individuals not to exceed the daily equivalent of the annual
rate of basis pay in effect for grade GS-18 of the General Schedule.

(3) Upon the request of the Commission, the head of any Federal agency is
authorized to detail, on a reimbursable basis, any of the personnel of such
agency to the Commission to assist in carrying out its duties.

b) Contracts. --- The Commission in performing its duties and functions may
enter into contracts with appropriate public or nonprofit private entities.

c) Information.---(1) The Commission may secure directly from any federal
agency information necessary to enable it to carry out it duties.

(2) The Commission shall not disclose any information reported to it or
otherwise obtained which is exempt from disclosure under subsection(a) of
section 552 of title 5, United States Code.



d) Support Services.--- The Administrator of General Services shall provide the
Commission on a reimbursable basis such administrative support services as the
Commission may request for carrying out its duties and responsibilities.

Section 5. Termination

The Commission shall terminate after filing its report and recommendations as
required under Section 3(c).
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eyer j"qif‘(lj-u'lting Life After Tobacco *

Soon It Will Be What You K now, Not

" By Ellen Nakashima

‘Washington Post Staff Writer

' Vilified by Southside Virginia farmers for supporting -

the national tobacco settlement and federal regulations

against teen smoking, Donald S. Beyer Jr. is using his.

Democratic campaign for governor to push an economic

plan for the region that points to a life beyond the Golden’
- Leaf. ‘

The Northern Virginia businessman recently made his
first presentation to farmers in Danville, not in a tobacco
field, as his-Republican. opponent did, but in a community
college library.

~The place he chose spoke volumes. Although Beyer is
advocating lots of aid for tobacco farmers—continued crop
insurance and price supports and a “substantial” share of -
any settlement—he emphasized a larger vision of office -

parks, high-tech centers, new roads and better schools. It -

. would be his foundation for a “Southside Century.” .
* Implicit in his pitch was this message: Tobacco is under
- assault in the United States, and it is gradually losing its
importance in the region, so we need to look at new
opportunities. - , . ,
That's bitter medicine for people whose livelihood, for
- generations, has depended on the crop, which pumps $186
. million into the state’s economy. But Beyer says diversifi-
cation is key to the community’s survival. ’
“The world’s changed,” he said, dressed in a business
suit and standing next to a bank of computer terminals.
"“We need to make sure that people have the education and
skills they need. The big-picture writing on the wall is that
information and knowledge jobs are dominating this
economy and will be for the next 100 years.” .
Political analysts say Beyer's message about a new

- Southside reality may be harsh for some, but those are -

votes he would have had difficulty snagging anyway. The
implied theme of tobacco’s decline aligns with the Demo-
crat’s philosophy on the futire of the work force, they say. ,

“It's in concert with Don Beyer's overall message from
Northern Virginia: that high technology is the wave of
future’economic development,” said William Wood, execu-
tive director of the Sorensen Institute for Political Leader-
ship in Charlottesville. , :

“For folks whose livelihood is dependent upon tobacco, .
" Don’s not going to get many of those votes. But he never
was anyway. And he' has a larger message which is .
-. consistent with his overall message: economic develop-
ment.” : T :

. See BEYER, B5, Col. 3
BEYER, From B1

Beyer’s expressions of support for

- farmers were immediately dismissed

by his' GOP rival, former state attor-

" ney general James S. Gilmore III, as

" yet another example of Beyer flip-

flopping on an issue, this time by

trying to cast himself as farmer-
friendly. :

“He's a liberal politician with no
credibility,” said Mark Miner, Gil-
more's spokesman. “He’s been fight-
ing tobacco farmers for two years
‘now. Now he goes to Southside to
make up lost ground.”

@hel,maﬂ)ingmumgt. o _
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What You Grow, Va. Farmers Told

: 'Other' GOP critics say Beyer is
trying to play it both ways—appeal to

health-conscious voters in Northern .

Virginia and appease farmers in
Southside. “He's a walking Mason-
. Dixon Line,” said Mike Salster,
spokesman for the Republican candi-

date for lieutenant governor, John -

Hager, a former tobacco company:
executive. “He 'says one thing up
north, and another thing down
south.” ' a
. In aninterview, Beyer said tobacco
will always have a role in Southside
Virginia. “But the jobs that we create
in Virginia and America in the next 25
years are going to be based on what
we know, primarily, much more than
- what we grow or what we get out of
the ground,” hesaid. , i
Back in Danville, two tobacco

" growers stood quietly to the side of

_the college library, taking stock of the
politician. . They cautiously praised

Beyer's ideas for economic develop- -

ment but said they would reserve
.judgment until they had a chance to
share his plan with other growers. .

“This is really the first thing we've .

heard from Don Beyer,” said J.T.
- Davis Jr., a.crop insurance specialist,
adding that he considered Gilmore
“tobacco-friendly” for his opposition
to Food and Drug Administration

_ comes to voting, the tobacco growers

. are going to look at who best is going

to meet their economic needs.”
-Out in the rolling hills of tobacco, a
more raw sentiment emerges.
“No More Taxes or Bans on Our
* Tobacco,” shouts a sign off Route 360
" west, next to the Charlotte County
tobacco farm of C.W. Vaughan and his
20-year-old son, Charlie. . =~
‘It was the younger Vaughan who

got -0 fired up about the federal -
assault on tobacco a year ago that he.

" hand-lettered the sign and stuck it
high on the road shoulder for all to
see. He hopes Beyer takes notice.

- “Don Beyer’s coming down here to
Danville, to tobacco country, to say all
this about supporting us,” he said.
“Why isn’t he saying it in Richmond?”
C.W. Vaughan, 56, grudgingly al-
.lowed that Beyer's got a point about

_ the changing economy. But it still hits

regulation of tobacco. “When it

- Charlie Vaughan said he fears for
his father. “He’s been in it for 30
years,” he said. “He doesn't really
know, anything else. I can kind of go
into something different.”

In fact, the young farmer, who's got
a Virginia Tech degree in animal
agriculture, has taken out a $220,000,
nine-year loan to-build hog houses.’
Justin case. . S
Beyer has proposed $40 million in
economi¢ development . incentive.
grants for distressed regions such as
‘Southside, Southwest and the East-
. ern Shore. He has proposed tax cred--
its for businesses that retrain workers
and a sports center to attract tourists
to Southside. - -
" Beyer would not say what percent-

age of the federal settlement he,

thinks tobacco farmers shouid get,

but said that some of Virginia's share.
should be reserved for public health

programs. - : S

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 pro-
spective voters. A man who had no-
ticed signs leading to - the#festival
saying, “Don Beyer, Stay Off Qur

Farms,” asked Beyer for his opinion

of tobacco “in 20 words or less.”

"Beyer smiled wanly and launched
.into a well-rehearsed response. “Num-
ber one, we have to be aggressive in'
protecting children,” he said. “I sup-
ported the FDA regs that are in the
settlement now. . . . But ] also think we
need to make sure we support our

tobacco-growing communities.” .

- The candidate said he does not
expect to be greeted with open arms by
tobacco farmers. He knows his stands
have'made him unwelcome in tobacco
country. :

“The only way I can address it is to
come to Danville and to Halifax and to

show up and say, Tm not the enemy, " .

he said. “] think we're all striving for the
same things.” o

Jhim in the gut. “The future of tobacco .

doesn’t look good now,” he said. “It's

- been here 400 years. And all of a

-sudden it’s gone.” .
A grower of flue-cured tobacco like

his father before him, C.W. Vaughan _

farms 40 acres. He gave up cigarette
and said he doesn’t want children t
smoke. “But don't you think that's

where the parents ought to come in?".

he asked. “It ain’t up to Uncle Sam to
tell us how to raise our kids.”

Jury 29, 1997
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A Mllltary Solutlon

" By Mike Causey
‘Washington Post Statf Writer

any military veterans
would get added layoff
protection under
legislation introduced by Sen.
Chuck Hagel (R-Neb.). His bill,
similar to legislation already -
passed by the House, also would
give veterans additional
-preferenceinhiring. It .
represents the first glimmer of
.. interest (although late in the
legislative year) frotn the Senate
‘to set up a new level of veterans
-preference in the civil service.
" Hagel's billis modeled on the
plan drawn up by John L. Mica
(R-Fla.), chairman of the House
. Government Reform and
Ovemght subcommittee oni the
civil service. Supporters say it
would help protect veterans from
being unfairly put on the front
line during layoffs. Mica objects
. to so-called designer RIFs

‘(reductions in force), which ¢ can -

" beusedto protect certain
employees—or groups of
- workers—who lack seniority or
‘veterans preference protection. -
. Critics say the plan would :
establish two personnel systems
.- within the civil service, one for
vets and onefornon-vets, .~ .
© The Mica-Hagel proposal
would cover nearly everyone
.. whoservedin the military from -
- Dec. 7,1941, to July 1, 1955;
those who served 180 .
" . consecutive days between 1955

a 9(‘%c'nnbat Campaign Badge after
1
Investment Deadline _
The current open-enroliment
season for the tax-deferred thrift
~ savings plan ends at the close of
business Thursday. The majority -
-of federal and postal workers
. already are investing in the plan,.
which offers workers the choice
of a stock-index fund, the C-fund;
abond-index fund, the F-fund; or
aspecial Treasury securities
_ fund, the G-fund. )
During the open season,

aren't enrolled in the plan can

joinit. Those who already are

enrolled can redesignate which

fund, or funds, they want to

invest in via payroll deductions.
Feds who miss this open

- season will have to wait until
November for another chance to
" enroll or reallocate

contributions. That open season

- phone number. .

federal and postal workerswho -

wﬂl run from Nov. 15 through
Jan. 31:

Despite the populanty of the-
federal 401 (k) plan; theré are still
some employees who haven't
gotten the word. For example, a

- letter came from E.B.F, a postal

worker in Martmsburg. W.Va. He
writes: -

“I've been watching your -
references to the C-fund. .
Please send me an address and
. Banks here °
don't have any mformauon on
the fund.”

The C-fund is one of the ftmds
offered by the thrift savings plan
to federal and postal workers. .

Banks have nothing to do withit.
"To sign up, get a copy of TSP

Form Number One from your -

- personnel office. If officials there

don’t have it, they (or you) can
download the form from the .
thrift savings plan Internet site,
athttp.//www.tsp.gov onthe
World Wide Web.

, People

The Navy’s Norman A. Shaw
wxll retire this week after 31 years
with Uncle Sam. He's been with
the Office of the General
Counsel all that time and has
been counsel for the Strategic
Systems Programs for the last 23

years. Deaais M. Curley, of

: 'VeteransAffnirs has been
. named amember of the Federal

Prevailing Rate Advisory

‘Committee. It helps set pay

_ policyforth t'
‘and 1976; or those WhoTeceived " 560,000 wrame o dr (h ot

260,000 wage grade (blue-collar) -
feds. Before the VA, Curley -
worked for the Office of
Personnel Management and the

' Navy.

Buyout Repayments

- Federal workersin -

non-Defense agencies who

" receive buyouts generally have to

repay the full amount of the
buyout (not the amount they -
received after deductions) if they

réturn to government as an

employee or a personal service

. contractor within five years. In

yesterday’s column, the word
“personnel” got substituted for
“personal.” lf you have takena
buyout and plan to return within
the five-year period, check with
the hiring agency’s legal office to

. besumthatyouwmnotbe

considered a personal service .

contractor and therefore subject

to the repayment requirement.
‘Tuesday, July 29, 1997
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