Withdrawal/Redaction Sheet
Clinton Library

DOCUMENT NO. SUBJECT/TITLE DATE RESTRICTION
AND TYPE
001. list re: Tobacco Farmers Meeting [Personally Identifiable Information] 08/08/1998  b(6)

[partial] (1 page)

COLLECTION:
Clinton Presidential Records
Domestic Policy Council
Tom Freedman
OA/Box Number: 17553

FOLDER TITLE:
Tobacco Farmer Erskine

2015-0274-S
rc1889
RESTRICTION CODES
Presidential Records Act - |44 U.S.C. 2204(a)| Freedom of Information Act - [S U.S.C. 552(b)]
P1 National Security Classified Information |(a)(1) of the PRA] b(1) National security classified information [(b)(1) of the FOIA|
P2 Relating to the appointment to Federal office |[(a)(2) of the PRA] b(2) Release would disclose internal personnel rules and practices of
P3 Release would violate a Federal statute [(a)(3) of the PRA| an agency [(b)(2) of the FOIA]
P4 Release would disclose trade secrets or confidential commercial or b(3) Release would violate a Federal statute |(b)(3) of the FOIA|
financial information |(a)(4) of the PRA]| b(4) Release would disclose trade secrets or confidential or financial
PS Release would disclose confidential advice between the President information [(b)(4) of the FOIA]
and his advisors, or between such advisors [a)(5) of the PRA] b(6) Release would constitute a clearly unwarranted invasion of
P6 Relcase would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA|
personal privacy [(a)(6) of the PRA| b(7) Release would disclose information compiled for law enforcement
purposes |[(b)(7) of the FOIA|
C. Closed in accordance with restrictions contained in donor's deed b(8) Release would disclose information concerning the regulation of
of gift. financial institutions |(b}(8) of the FOIA|
PRM. Personal record misfile defined in accordance with 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). concerning wells [(b)(9) of the FOIA|

RR. Document will be reviewed upon request.



K

V\Q@, \5‘,\,\%9/

PHOTOCOPY
PRESERVATION




PHOTOCOPY
PRESERVATION



THE WHITE HOUSE . <(‘f W
WASHINGTON B N
4

From the Office of:
The Domestic Policy Council
Elena Kagan

Deputy Assistant to the President
for Domestic Policy

TO: /K—O('Y\ VQ‘&@ c\/f\’\af\
FAX: C>—7L‘{§ |

PHONE:

PAGES:

MESSAGE: * /Yosxr e\ oc,\(\ CUC\(MN\‘S ANAN®
* Thren shor’ Elena Doal memo

Please call (202) 456-5584 if there are any problems with the transmission.

1003 TIJNIOD JDIRONODA TLVN Xvd €6:9T 86/F70/80



[ERSKINE.084

- el |

gl\i!. -C ll\'el

Cf?ecf 'Pavkc'l‘?luk ‘v +LJ_
ww\w‘uﬁ, W\u.\‘iuﬁ do desearibe

August 4, 1998

MEMORANDUK1 FOR THE CHJEF OF STAFF

FROM: Trua Reed
JANET MURGUIA
wewd
SUBJECT: MEETING WITH TOBACCO FARMERS AND H PRESENTATIVES

On Thursday, August 6th, you will b& méetind with’Democratic members of
the North Cdrolina delegation gnd tobacco farmers fromy’several states to discuss
the unusually small amount of ‘tobacco the co panies’have been purchasing. We
understand-that Bruce o~ President ofi-the-Hue-Cufed abstrzatto coperatve

iati Nedid-like-to-mekeapresentation-ie themagnitudeofthe
flue-cured groblem and urge to suppe# putisly pressure on the companies to
purchase mjore flue-cured tobacko. The attachedlprovides ;Eackground on who
will attend] describes their aregs of concern, and suggests talking points.

b Muiuithabligae

In addition, Secretary Glickman'’s office has prepared a very useful status

report on projected tobacco sales this year and next, which we have attached.

Prevideut o Y Flue -
Cuved Fabikizabione
Cbu‘pu;tivt ﬁ'sndd\n'm)

Who Will Attend (All Democratic members from North Carolina)
Rep. Eva Clayton
Rep. Bob Etheridge
Rep. David Price
Rep. Mike Mcintyre
Rep. Bill Hefner
Rep. Melvin Watt

Rer. ol

\'/'élayton's office has not finalized a list of farmers who will att nd.\'
farmers from each member’s district in North Carolina, w4 as willifarmers
from Florida, Virginia, and South Carolina. In additiort, Bruce Flyg will attend.

We(fRavd\alsgjinvited Dallas Smith of USDA who is an expert on tobacco programs ; Fhe_

W requested be present.
ey e st

Background on Current Market Conditions

As you may know, when the § tobacco companieﬂto purchase
dec‘-iu.l,

fve
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\a‘vL R seb qvice, in ﬂaccs peveas +. m Hae }IAQH'/
tobacco/ the farmers’ cooperatives buy\the t i a later
time when the market is more hospitablg. pveeud”

Florida on July 218€and kave-besh open

in T
Initial sales have been very poor, with the cooperatives forced to buy 19%/0 stuee {Lm_
the tobacco on sale, up from the normal levels of 5-10%. Markets in the “Old Belt”

of Northern North Carolina and Virginia opened and we plan
to update you on sales reports from there shortlybefore the Thursday meeting.
: -\a.y (kuguﬁ- ‘f),

Last week, Flye and other farmer representatives met with Senator Faircloth -
in an ‘unsuccessful effort to persuade him to pressure the tobacco companies to ! o Hai)
increase their purchases. The farmers say they hope to get a commitment by the (,?df{;m
companies to purchase 550 million paunds of flue-cured tobacco. The companies*
publicly stated purchase intention ly 457 million pounds. Whidethe Atthanala
companies are required to buy only 30K of their formal purchase intentiont they %3

Il amoyint MMW
x stér Tevcent 4laiy geaatm .,

d some fagprers from his group(have\pgeviously/met with
representativis of the’DRC, USDA, any OPL 6 discuss the difficult 3ggteof
markkts. \USDYydnd the Aministratioagave worked &osely wi
groups\duyj "tRe tobacco Ineg iations, and youfhave\p lyjmep
represgpta 'ﬂ to help éqsure that etigprehensive tobgaeto
messures geceptable to Tarmers.

w m
J
The A(ﬂs} Settlement Agreement and Continuing Talks
v
Ay knaw,

. Jhe settlement agreement with the Attorne
to compensate farmers for the diminished do
from comprehensive legislation. The i

wequiichans y

est
eneral did not outljr@ a plan
tic tobacco sales that fight result
according to our/information,

\ng

hadaiie o o ; \He fatae oﬁ:
Legislative Background haw \vare\y hucL\ec‘. o : ?whg Cav mers,

w M T
Nea so-called skinny bill is introduced by Republicans in the House, we have

worked with Democrats to make sure & substitute bill \contains provisions
acceptable to farmers. Heweve:..lt S€EE ' Bepublicans will jntroduce
. 1 Den cath re-walld-pass ~— ledelg, +°

Heu ve..

Talking Points i eve a vy

Wnwever,

* Discuss the scope and implications of the problem (the groups say they mostly
want you to be aware of the problem):
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Wy wind )
y & ho~ g WY
g | R{me The markets have opened very poorly for tobacco farmers. e
pevam
Ruve it (ookS
L_ Declines in purchases this year and next mean reduction i;féa and
increased costs to farmers. USDA projects a possible 22% reduction in
quota from the 1998 level for next year and a significant increase in costs to 7
farmers as they pay for the assessmen{that is part of the “no net cost o
assessment” the farmers pay to the government—

-

Q-
R 5Thls hits farmers very hard, and reaches whole commumt_ne%/

C_;It also hits minority farmers very hard,\( of flue-cur.ed/quota owners are
African-Americans.)

Qull 15 peveent

* Farmers have done nothing wrong.

The President has repeatedly said tobacco farmers should not suffer in this
process.

worked closely wit in trying to put together legislation that reduced

youth smoking and protected tobacco farmers and their communities.

- * Ask what steps they suggest

M- §er e
Ade 9 1:"&“ cretary Glickman is scheduled to go to North Carolina and mét with
rulf wvite tobacre e . .

Lu.. farmers on August 27, 1998 and will visit with Reps. Etheridge and
Clayton

e will continue to urge the AC{'Hto include compensation for farmers

in any agreement they formulate.

that we will use whatever leverage we have to urge the companies
o-purchase 550 million pounds of tobacco this year. hould not be a

partisan issue. ' ey

cost. this year’s agricyltural appropnatlons bill we inserted. a pravision
charging Xhe companies fox the cost of the proggam to support a food safety
measure. Nowever, this provision will likely be s¥jcken on procedura

House).
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20250

INFORMATIONAL MEMORANDUM FOR ERSKINE BOWLES

FROM: Dan Glickman
Secretary of Agriculture

SUBJECT: Update on U.S. Tobacco

Tobacco is grown in 20 States. However, about 6 States, North Carolina, Kentucky, Tennessee,
~ Virginia, South Carolina and Georgia, grow more than 90 percent of U.S. tobacco. Tam
tentatively scheduled to visit with Representatives Eva Clayton (D-1st, NC) and Bob Etheridge

(D-2nd, NC) and tobacco farmers in Wilson, North Carolina, on August 27, 1998,

Flue-cured (grown mainly in North Carolina, South Carolina, Virginia, Georgia and Florida) and
burley (grown mainly in Kentucky and Tennessee) are the major kinds of tobacco. Flue-cured and
burley tobacco are both used in manufacturing cigarettes. Both kinds are under the price
support-production control program administered by the U.S. Department of Agriculture. U.S,
tobacco production is expected to be lower in 1998 than last year. The reduction is mainly in
flue-cured tobacco. The 1998 flue-cured tobacco marketing season opened July 21 and will last
through mid-November, The burley tobacco marketing season will open in late November and run
through late February or early March,

1998 Tobacco Season :

The 1998 tobacco marketing season opened recently amid considerable uncertainty. Hopes for

national tobacco settlement legislation were dampened considerably when the full Senate could

not agree, after 4 weeks of debate, on the comprehensive package of proposed legislation

mcluded in the McCain bill. This bill included compensation for quota owners, producers, il
tobacco communities, and special programs for limited resource farmers. -

Although there is still a chance that a streamlined tobacco bill could be enacted this session of
Congress, it probably would not include compensation for tobacco farmers and their communities.
This combined with falling domestic demand for cigarettes, uncertain export demand, and the
possibility of greater substitution of imported leaf for U.S. leaf could cause tobacco marketing
quotas to be reduced and no-net-cost tobacco program assessments to increase.

The flue-cured markets opened in Georgia-Florida on July 21, in South Carolina-border North
Carolina on July 28, eastern North Carolina on July 29, and Piedmont North Carolina-Virginia on
August 4. After two weeks of flue-cured sales, it appears that loan receipts may be relatively
large (15 to 20 percent of marketings) this season. Much of the early price support loan program
receipts (some in excess of 25 percent of sales) were from 1997-crop farm carryover tobacco. As
these tobaccos are sold, the percentage of loan receipts should decline. Prices may decline for the
second year in a row. The potential decline in market price could have a significant impact on
flue-cured producers’ income since marketings will be down about 20 percent. Also, the decline
in prices will have a negative impact on 1999 price support levels. Recent grower prices (two-
thirds weight) are the most important component in setting the national average price support
level; a cost-of-production index (one-third weight) is the other component.

AN EQUAL OPPORTUNITY EMPLOYER
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1999 Crop Year Outlook .

National marketing quotas for flue-cured and burley tobacco for the 1999 crop will be set by
totaling (1) intended purchases by domestic cigarette manufacturers from the 1999 crop; (2)
average exports for 1996/97, 1997/98, and 1998/99 marketing years; and (3) an adjustment to
maintain loan stocks at the specified reserve-stock level of 15 percent of basic quota, or a
minimum of 100 million pounds of flue-cured or 50 million pounds of burley. The Secretary of
Agriculture must set the national quota within 97 to 103 percent of the 3-component total.

The combination of anticipated declines in domestic cigarette consumption of 2 to 3 percent
annually for the next several years, stable cigarettes exports, and increased substitution of
imported leaf for U.S.-grown leaf could reduce manufacturer purchase intentions by 5 to 7

percent in 1999. This would result in 1999 flue-cured purchase intentions of about 430 million
pounds and 400 million pounds for burley.

Stocks of imported flue-cured and burley tobacco are at record high levels. In addition, up to 333
million pounds of leaf can be imported annually at low duty levels under negotiated tariff rate
quotas (TRQ). Imports of cigarette leaf tobaccos (excluding Oriental) which exceed the
predetermined TRQ are subject to an import duty of 350 percent ad valorem, although a draw-
back provision allows most of the duty to be refunded if the imported leaf is re-exported as leaf or
manufactured tobacco products such as cigarettes.

Leaf tobacco exports are down in 1997/98 because of larger world supplies and economic
problems in Asian countries. During July-May, flue-cured exports are down about 15 percent and
during October-May, burley exports are down 25 percent. This will likely result in a reduction in
the export component of the 1999 flue~cured and burley quota formulas. The average export part
of the formula might decline 20 to 25 million pounds for setting the 1999 flue-cured quota and 10
to 15 million pounds for setting the 1999 burley quota.

If 50-60 million pounds of flue~cured loan tobacco are sold before the 1999 national marketing
quota is set, these sales would cause the loan inventory to equal the reserve stock level specified
in the quota formula. Consequently, anticipated 1998 loan receipts of 150 million pounds could

result in a 1999 flue-cured national quota of only 625 to 650 million pounds and a 22 percent
reduction in quota from the 1998 level.

Likewise, if 30 million pounds of 1997 crop burley loan tobacco are sold before the 1999 quota is
set, potential 1998 loan receipts of 200 million pounds (the net addition above the reserve stock

level) could result in a 1999 burley national quota of only 460 to 480 million pounds and a 25
percent reduction m quota from the 1998 level.

Potential 1999 quota cuts coupled with reduced marketings and smaller incomes in the 1998 crop
year will create hardships for all tobacco producers, but will be devastating to our minority and

limited resource farmers (i.e., 15.3 percent of flue-cured quota owners are African-Americans and
.7 percent are Native Americans).
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SUMMARY:

The sudden loss of a comprehensive national tobacco settlement has left tobacco quota owners,
producers, and their communities with an uncertain future. Tobacco farmer uncertainties about
demand for leaf and the future of their long standing tobacco program are almost surely greater
now than ever before.
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TOBACCQO FARMERS WHITE HOUSE MEETING
with Erskine Bowles
Thursday, August 8, 1998

Name Social Becuricy # DOB

1) Bruce Flye

2) Andrew Q. Shepard

3) Albert M. Johneon

4) Kenneth D. Dasher

5) James C. Pacte

6) L. Arnold Hamm

7) Larry Sampson

8) Jackie E. Thompson, 8r.

9) Earl Brown Henderix

10) John Edward Ashe, Jr
11) Keith Parriah
Sctaff:

12) Susan E. Kelly
13) Wilson Bradly Woodhouse
14) William B. Bondshu
15) Darek Lane Newby

16) Julie Ananne Parks

MEMBERS

The Honarable Eva Clayton
The Honorable Bob Etheridge
The Honorable David Price
The Honorable Mike McIntyre
The Honorable Bill Hefner

Susan Kelly
Brad Woodhouse
Darek Newby
Bill Bondshu
Julie Parks
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MEMORANDUM
TO: ERSKINE BOWLES
FROM: CONGRESSWOMAN EVA M. CLAYTON
DATE: AUGUSTS, 1998
RE: TOBACCO FARMERS MEETING

What is the number 1 issue at hand?

Avoid a drop in10bacco quola for the 1999 growing season. The repercussions of quota drop
anywhere in the neighborhood of last year's 1 7% cur are well-known -- severe farm income loss and a
decline in the number of small farmers, especially the limited resource farmers that Secretary Glickman
and the administration have worked so hard 1o protect.

How do we avoid a drop in quota for the 1999 growing season?

Two ways: (1) The companies must fulfill their 1998 crop purchase intentions and perhaps
purchase abave those intentions; and (2) the current stocks in the stabilization pool (about 190,000,000
pounds after last year) must be thinned significantly.

How can the administration help in making these two scenarios happen?

(1) Companies: early indications from the markets are that the companies are going 10 make
good on their repeated assertions 1o tobacco-state members of Congress and fulfill their 1998 purchase
ntentions The administration can weigh in on this mauer by suessing 1o the companies how important
it is 10 buy up the 1998 crop. The administration can also indicate to the companies that it is equally
important to consider going above their domestic purchase intentions -- subsututing U.S. tobacco for the
foreign-grown leaf they have been importing at increasing rates the past few years.

The administration has a1 its disposal a tool 10 urge this consideration -- duty drawback under the
1anff rate quota system. Under duty drawback, the tobacco companies are able 10 re-coup almost all
(98%) of the penalties assessed to them for surpassing an agreed-upon level for imports for a given year,
5o long as the imported 1obacco is packaged and exported for foreign consumption. The administration
has previously indicated a willingness to investigate this system which has afforded tobacco companies
the ability 1o purchase more and more foreign-grown leaf at the expense of domestic tobacco which
carries a higher cost due to the tobacco program.

(2) Stabilization siucks: Last year's marketing season saw nearly 200,000,000 pounds of flue-
cured leaf placed under loan, and that figure has increased during the first few weeks of the 1998
marketing season. As the amount of tobacco in the stabilization pool plays a role in determining yearly
quota levels, it is as important to reduce these stocks as it is 10 ensure the current year's Crop is
purchased. Potential avenues of help from the adminisuation: help facilitate an agreement between the
companies and stabilization 1o sell the stocks below cost (using grower fees currently on reserve at
stabilization 1o make up the difference) in exchange for the companies buying above their 1998
intentions; or packaging the stocks for sale overseas art a lower cost.

Without reducing the size of the stocks currently under loan, a sizeable quota drop 1s inevitable
even if the companies buy their agreed 1o amounts of the 1998 crop '

Other areas of assistance:

Page 1
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As 1s has been made clear by the leadership ot the House, that any tobacco legislation presented
this year will be severely limited in its size and scope, and therefore will not be a vehicle for significant
grower compensauion, pursuing previously debated tobacco farm legislation seems a moot issuc.

All farmer bills (buy-our propasals, LEAF Act, etc.) emerged from a fear in the grower
community about the future stability of tobacco production. Removing that fear eliminates much ot the
clamor for buy-outs or buy-downs as advocated in previous legislation. A way 10 remove this fear and
uncertainty is 10 guaraniee a minimum purchase level for domestic tobacco, at least until the 1996 farm
bill is re-opened (2002 or sooner) and accommodations can be made for 1obacco growers squeezed out
of business by declining quota.

An agreement of this nature was legislated in the early 1990's, but dropped by the administration
when faced with problems associated with GATT. Therefore, any future action guaranteeing a quota
floor until a legislative fix can be achieved would have 10 come in the form of an agreement between the
companies and stabilization. Administration support of such an agreement could help facilitate one.
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