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May 21, 1998 

MEMORA^^DUM TO SECRETARY GLICKMAN 

From: Keith Pitts 

Through: GregFrazier 

Re: Phone Calls for the Ford Grower Provisions in the McCain Bill 

Packgrowd 

I spoke with Jim Lowe on Senator Wendell Ford's staff this morning. By early this 
afternoon, there will first be 1) a motion, by Lugar, to strike the Ford Amendment from 
the McCain Bill, followed by 2) a motion, by Ford, to strike the Lugar Amendment from 
the McCain Bill. 

As you will recall, through a surprise procedural motion. Majority Leader Lott 
inserted the Lugar Amendment into the McCain Bill. As it stands now, the McCain Bill 
has two competing grower provisions. 

The Ford Amendment, in general, provides for a gradual, voluntary buyout of 
tobacco quotas over 10 years; provides adequate transition fiinding for tobacco dependent 
communities; and retains the domestic tobacco program, thereby protecting small and 
minority-operated farms. 

The Lugar amendment requires a short-term, mandatory buyout of tobacco quotas 
(within 3 years); provides inadequate transition payments to tobacco dependent 
communities; and eliminates the domestic tobacco program, which will have a 
disproportionate adverse impact on small and minority-operated farms. 

The Administration has completed an analysis of the Lugar Amendment and 
determined that it will destabilize grower prices and will result in a more than $20 billion 
windfall to tobacco companies over the next 25 years. A windfall to companies that will 
be taken directly out ofthe fanners' pockets. Also, the Administration has determined 
that the huge expenditures required under Lugar's expedited buyout ofthe domestic 
tobacco program will require a 69% reduction in the McCain Bill's fiinding for public 
health and youth smoking prevention programs. 

The White House is working with Ford to protect his grower provisions and to 
strike the Lugar Amendment from the McCain Bill. The retention ofthe Ford 
Amendment in the McCain Bill is critical to Administration's stated goal ofa 
comprehensive tobacco settlement. 



page 2, McCain Bill 

Actions Requested 

Senator Ford has asked that you call Senator Richard Durbin ASAP (224-2152) to 
enlist his support for the Ford Amendment to the McCain Bill and to ask that Senator 
Durbin support striking the Lugar Amendment to the McCain Bill. 

Tom Freedman, White House/DPC, has also asked that, in addition to Durbin, you 
call Senator Dorgan (224-2551), Senator Conrad (224-2043), Senator Feinstein (224-' 
3841) and Senator Lautenberg (224-4744) to press for their support ofthe Ford 
Amendment to the McCain Bill and their opposition to the Lugar Amendment to the 
McCain Bill. 

FYI 

As you may remember. Senator Durbin's father died of smoking-related lung 
cancer, and he has often stated his moral opposition to any sort of govemment support in 
tobacco production. This may be difficult to overcome. Both Conrad and Dorgan have 
approached the White House about whether the McCain Bill could also be a vehicle to 
"help wheat." This has generally been viewed by the Administration as not being 
germane to the issue at hand. 

Talkipg Points 

1) The Administration supports the retention of the Ford Amendment in the 
McCain Bill and supports striking the Lugar Amendment from the McCain Bill. 

2) The Lugar Amendment will result in a 69% reduction in public health and 
youth smoking prevention programs over the first three years of the McCain Bill. 

3) The Lugar Amendment will slash farm prices and will result in a more than 
$20 billion windfall to tobacco companies over the next 25 years—a company windfall 
that comes at the expense of tobacco farmers. The Lugar Amendment will put small and 
minority-operated farms out of business. 

4) Key, competitive Senate races are in Kentucky, South Carolina and North 
Carolina this year. Democrats should be identified with attacking and solving the youth 
smoking crisis, but not with the elimination of the tobacco program. 

cc: Dave Carlin, Tom Freedman 
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rnw ACCO PTtnf;RAM OPTION . m i 

IMPACTS: 

Firoduction - Tobacco would continue lo be grown in traditional growing areas. Overall 
production would decline about one-third over a 10 year period because of increased costs of 
cigarettes attrituable to the Tobacco Settlemem. 

Prices - Prices could decline slightly because ofincreased cigarette prices caused by the Tobacco 
Settlement. 

Regional Impact - The distribution of production in growing areas would remain unchanged. 

Rent/Lease Costs - Rental and lease costs might decline slightly because of lower prices. The 
estimated decline in the value of quota will reach about S250 million annually by the tenth year. 

Operating Unit - Size of operating units would be unchanged. 

Trade - Trade patterns would be unaltered. However, there might be WTO implications if 
income support was tied to production or used as a production incentive and could produce 
retaliation. 

Government Involvement - Would remain the same; however, to fiirther minimize Government 
involvement and help eliminate the subsidy issue, have USDA's program administrative costs paid 
by the Tobacco Settlement. 

Total Cost of Option - USDA estimated cost related to tobacco activities for FY 1998 are 
projected at S43.4 million. Cost of an income support program could vary greatly depending on 
the nature ofthe programs and could be as high as $1 billion annually. 

s;\director\fo_draft\concept.3 
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TOBACCO PROGRAM OPTION • Md 

TOBACCO QUOTA BUYOUT - NO REPLACEMENT PROGRAM - (similar to the Lugar 
Bili) 

Background: 

Because of an expected decline in demand associated with the proposed tobacco settlement, 
several govemment officials and other interested panies have discussed how to provide economic 
assistance to tobacco producers, quota owners and tobacco farming communities. 

Ideas about economic assistance are broad-based. However, a key element has included buyout 
or retirement of quotas. A buyout of quota and payment to nonquota owning producers would 
serve dual purposes. First, it would provide retirement, retraining or reinvesting funds for current 
tobacco production stakeholders and second, it would remove the Federal government from its 
percieived role of supporting tobacco through its role in operating the tobacco price support-
production control program. 

A quota buyout could be all-at-once or spread over a number of years. A gradual phaseout is 
preferable because of the severe disruptions that would occur if the 60 year tobacco program 
were suddenly terminated. Uncertainty about production and prices would create severe 
problems for farmers in obtaining operating and capital investment loans. 

Several questions are raised relative to a quota buyout. Among these are: 1) Who are the relevant 
stakeholders,_L£., quota owners, tenants, hired workers, tobacco warehouse operators and local 
businesses? Should all tobacco producers, including those producing non-supported tobacco, be 
included? Where do you draw the line? 2) What is a fair price for quota? Is it 58,00 per pound 
as proposed in several bills that have been introduced in Congress? Or is it closer to S2.00 per 
pound, the current selling price of tobacco quota? Perhaps It is somewhere in-between. The 
S8.00 reflects a S percent capitalization rate of an annual quota lease of 40 cents per pound for 20 
years and reflects the value associated with essentially a lifetime commitment in human and 
financial resources to tobacco production. The lower figure - S2.00 per pound • reflects the 
discounted value associated with an expected S-year life ofthe current tobacco program. 3) How 
much should tenants receive? Clearly, they also have human and capital investments in continuing 
tobacco production. But, on the whole, their investments are not as large as the quota owners. 
Some have suggested compensation for them at one-half the rate for the quota owners. 4) What 
would happen to existing loan stocks? Loan stocks would have to be repriced to move them into 
the trade. Making up losses on loan repayments for higher priced leaf would be a problem, and 
would need to be addressed in any buyout, and 5) If the program is phased out over 3, 5, 7 or 
some other time frame what happens to price supports? Perhaps price supports could be lowered 
by 25 percent the first year and progressively reduced further until the program is completely 
terminated. 
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TOBACCO PROGRAM OPTION - #4 2 

IMPACTS: 

Production - Total tobacco production would increase without a program. Flue-cured 
production might increase by one-half to two-thirds above the 1995-97 level and burley 
production might rise one-fourth to one-third. Production would move from less efficient to 
more efTicient areas. Flue-cured production would shift from the North Carolina-Virginia 
piedmont to the coastal Carolinas and Georgia-Florida. Burley production would shift away from 
fringe areas such as North Carolina, West Virginia and eastem Kentucky to other areas of 
Kentucky. It is doubtful much production would occur outside traditional areas due to a lack of 
infirastructure for producing and selling the crop and a lack of expertise for growing the crop. 
Also, soil and climate may not be conducive to tobacco production in some areas. 

Prices - Prices would decline. Prices might decline by 40 cents to 50 cents per pound reflecting 
the elimination of marketing privilege costs (rent, lease, purchase of quota) and the greater 
efficiencies associated with movement of production to larger lower-cost operations. 

Regional Impact - The distribution of production could change markedly with some higher cost 
regions such as the Virginia-North Carolina piedmont, Eastem Kentucky and Western North 
Carolina losing considerable economic base. Furthermore, minimum resource farms (many 
operated by minority farmers) in these and other tobacco growing areas would be especially hard 
hit. 

Rent/Lease Costs - Rental and lease costs for the rights to market tobacco would be eliminated 
or phased out (only the cost of using the land itself would continue). Quota owners incomes 
would be eliminated or phased out. 

Operating Unit - Size of operating units would increase significantly and number of producers 
would decline sharply. 

Trade - U.S. leaf exports would increase and imports would decline as manufacturers switched 
back to U.S. leaf The magnitude of the trade changes would be significant and U.S. exports 
could increase as much as 25 percent based on a 50 cent farm level price decline. There would be 
an impact on other producing countries as U.S. leaf became more competitive in the world 
market. Canada, Zimbabwe, Malawi, and Brazil are some of the countries affected. There should 
be no WTO implications, as long as the buyout payments were not conditioned on continued 
production but were based on something else such as participation in the industry during some 
base period. Repriced loan stocks moved into trade could be subject to WTO challenge under the 
Agreement on Subsidies and Countervailing Measures, including countervailing duties. 

Government Involvement - Price supports and production controls would be phased out, 
Domestic grading, import grading and pesticide testing, market news services and export 
certification services provided by the Agricultural Marketing Service, USDA, could continue. 
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TOHACrO PROGRAM OPTION • Ui 3 

Total Cost of Option - USDA costs would decline and eventually approach or reach zero. Total 
costs of buying out quota would likely be absorbed by tobacco product manufacturers and could 
vary widely depending on who was compensated and how much they receive. For example, the 
cost of paying $8.00 per pound to quota holders would total $13 to $14 billion. Other stake 
holder costs could more than double this figure. 

8:\director\fo_draft\concept. 4 
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TOBACCO PROGRAM OPTION - US 

PRIVATIZED TOBACCO PROGRAM - (similar to the Robb BUI) 

Background: 

The U.S. Govemment has operated a price support-production control program for tobacco since 
the 1930s. This program has caused the farm's assigned marketing quota to have a capitalized 
value which is incorporated In land valuations, loan debts and related business transactions. Most 
tobacco producers favor a tobacco program much like the program'described in Option #1, the 
curtent tobacco program. However, with the continued controversy over the dangers of smoking 
and health related concems. many people feel that it is time to "get the Govemmem out of 
tobacco production". 

Under a privatized tobacco program. Congressional approval for the establishment of a Tobacco 
Corporation to oversee and administer the tobacco program would be needed. This Tobacco 
Corporation's Board of Directors, composed of all segments of the tobacco industry, would 
operate the tobacco program much like the oversight currently provided by USDA in its tobacco 
program administration. The Corporation, with funds received fi'om any Tobacco Settlement 
legislation would; 

* Reimburse quota owners at $8.00 per pound for the equity value of their tobacco 
marketing quotas. Payments could be spread over a certain number of years as funds 
become available to the Corporation. 

Provide income support payments to tobacco producers to help in the transition to a worid 
market price for U.S. produced tobacco. 

Provide community development grants to tobacco communities adversely affected by loss 
of tobacco economies. 

The Tobacco Corporation would issue licenses (the equivalent of quotas) to current tobacco 
producers. These Hcenses would be nontransferable and adjusted annually by the Corporation 
based on the anticipated purchases of current crop tobacco. Price support would be provided but 
gradually reduced from current levels until U.S. tobacco is priced competitively with world 
tobacco prices. The price suppon levels would be established by the Tobacco Corporation and 
fUnds for administering the program would be borrowed from funds acquired from the Tobacco 
Settlement. 

Tobacco producers would continue to vote in triennial referenda to determine if the Corporation's 
tobacco program would continue. The USDA would provide information necessary to the 
Tobacco Corporation to initially establish the licenses for tobacco producers. The Tobacco 
Corporation could contract with traditional tobacco loan associations to help administer the 
privatized tobacco program to producers or with any other group of producers as deemed 
appropriate by the Board of Directors. 
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TORACrn PROGRAM OPTION - US 

TMPACTSi 

Production - Tobacco would continue to be grown in traditional growing regions. However, as 
price supports were lowered, production would increase. 

Prices - Prices to producers would decline over a set number of years until the U.S. market price 
for tobacco is comparable to world tobacco market prices. Market transition payments would be 
made to producers over a set number of years during the period necessary to meet world market 
prices as detenmned by the Corporation. 

Regional Impact - The distribution of production in growing areas would likely change. As 
prices fall it is likely that less efficient producers would be forced out of business. Flue-cured 
production would move out ofthe piedmont to coastal areas and burley production would 
become more concentrated in central Kentucky, 

Rent/Lease Costs - Rental and lease costs would be eliminated. 

Operating Unit - Size of operating units would initially remain relatively stable since licenses 
would be issued to curtent producers who have been renting or leasing quota from various quota 
owners. Then, as exports grow, the average size of operating units would increase. 

Trade - U.S. leaf exports would increase and imports would decline as manufacturers switched 
back to U.S, leaf The magnitude ofthe trade changes would depend on the amount farm level 
prices dropped. However, production in Canada, Zimbabwe, Malawi, Argentina, and Brazil 
would be affected. The Corporation could be considered a State Trading Enterprise such as those 
which the U.S. is trying to dismantle under the WTO, Also price support and income support 
(depending on how they are constructed) could be subject to WTO challenge. 

Government Involvement - None from USDA after the initial transition, except to the extent of 
govemment involvement in administration of the program by the Corporation. This option has 
many potential legal problems as it would appear to involve delegating governmental functions to 
a private group and possible violation of the U.S. Constitution. It is difficult to perceive how the 
private Corporation would, without an infrastructure or police force, monitor nationwide tobacco 
production. Furthermore, the system would appear to necessarily Involve some continued 
government oversight which would seem to lead to the conclusion that the option would simply 
continue the current program in a new, but less effective manner. 

Total Cost of Option - Estimated at $20 billion over a several year period. 

s:\director\ fo_drafl\concept.5 
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VARIOUS TOBACCO BILLS 

1^014 
@014 

Tobacco Conununity 
KsviiBllzadon Trait Fund of 
$28.5 billion. Monies come 
fiom Bctdenent fiinds 
collected from tobacco 
nanufoctuien aad importers. 
[Sec 10M02. Sec 911-912] 

Payments to quota ownen (up 
to S8/lb) and tenants for 
production losses from 
baseline levels (totaling about 
$IS.8 billion). Quota and no­
net-cost price support loan 
programs maintained with 
some technical changes. {Sec 
201, Sec 921] 

All cost! for extension 
services, crop instirance, loan 
program administntion, leaf 
grading and inspection, and 
other activities associated witb 
tobacco producdon will be 
paid from Trust Fund (totaling 
about $2.5 billion). [Sec 202. 
Sec 922] 

Quota owner buyout ($8/lb) 
and tenant compensation 
(5l.20Ab) (totaling about 
$14.7 billion widi lOOVa 
pnrticipaiion). Mandatory end 
to quota program and 3-year 
phase out of price support 
loan program. [Sec 102-105, 
201-202,211] 

No provision 

•Annual economic 
development pants of $300-
350 rtvillion fbr 25 years 
(toUling$8.3 billion). [Sec 
203. Sec 923] 
•Assistance for displaced 
industry workos (not more 
than $S0O million). [Sec 301. 
Sec 931] 
•Higher education grants for 
tobacco Ibm) families ($1.4 
billion). [Sec 302. Sec 932] 

Annual communis economic 
dcvdopmcnt grants for 3 years 
(totaling $300 million). [Sec. 
I l l ] 

Agriculure sector inunune to 
lack of manufacturer 
compliance wilh natiODBl 
lettlemcnt legislation. [See 
401, Sec 941] 

No provision 
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USDA SECRETARY 

USDA-FFAS 

l^Olb 

121016 

VARIOUS TOBACCO BILLS 

Congressional Research Service and 
Tobacco and Peanuis Divisioa - FSA - USDA 
8:\director\fo_draft\tob_hlls.wpd 

Ki™'''';• •]X:' 
Tobacco Comrounitjr 
Rfivitalizaiioa Tnist Fund 
fiinded by amounts from any 
national tobacco setdement 
legisladoo. 

Quota owner buyout (S8Ab) 
and transition payments fbr 
acdve tobacco producers ($2 
ptf pound paid over 5 years). 
Provides for Tobecco Farmer 
Individual Retirement 
Accounts. 

After inidal startup of 
privadzed eoiporation -
minimal USDA mvolvement 

Tobacco Community 
Economic Development 

' Grants ofup to $250 million 
; fbr each of the FYs 1999-
' 2003, plus to be determined 
\ amounts fbr FYs 2004.2023 

I Nepravisioa 



> - Privatized Program 

j increase as price supports 
tvered. 

j decline lo near world 

^ ly unchanged. 

rent would be eliminated. 

rould increase as exports 
Would have less impact on 
and minority fanners lhan 
ns 2 and 4. 

t- —• . 

ts up as prices lowered, 
o implications possible. 

^ ly phased out 

:o 

••n total $25 to $30 billion. 
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TOBACCO PROGRAM OPTIONS 

TOPIC Opl.J - Current 
Program - Minimal 
Change 

Opt. 2- Current Program 
- Snbstaotial Changes 

Opt, 3 - Income 
Maintenance Program 

Opt. 4 - Qnota Buy-out - No 
Program 

Opi 

Production Decline by one-tliird 
over 10 years. 

Increase and move to more 
efiGcient areas. 

Dechne by one-third over 10 
years. 

Increase and move lo more 
efficient areas. 

Wo 
are 

Prices Decline slightly. Would dcclitie. Decline slightly. Would decline to near world 
prices. 

Wo 
pric 

Regioaal 
Impact 

Unchanged Some shift to more 
efficient producing areas. 

Unchanged. Dislribulion of production 
could change considerably. 

Lar 

Rent/Lease 
Costs 

Decline slightly per Ib. 
Total quota value 
declines significantly. 

Cost would decline as 
would quota owner's 
income. 

Decline slightly per lb. Total 
quota value declines 
significantly. 

Quota rent would be 
eliminated. 

Qv» 

Operating 
Unit 

Unchanged. Size would increase 
considerably and many 
small and minority farmers 
would stop production. 

Unchanged. Increase significantly with 
many small and minority 
farmers ceasing production. 

Sizi 
gro' 
sm£ 
Dpi 

THNIC Level/ 
Policy 

Unchanged. Exports would increase, 
inaports would decline. 

Unchanged. Could have 
WTO implications. 

Exports up- imports down. 
WTO Implications possible. 

Exp 
WT 

USDA 
Involvemeiit 

Remain the same. 
USDA's Adm. Cost 
could be covered. 

Unchanged - USDA's 
Adin. Cost covered. 

Remain the same. Largely phased out Lari 

Cost $43.4 million in FY 
98, if Adm. Cost 
covered. 

$43.4 million for FY 98. $43.4 million for FY 98. 
Income maintenance could 
total $1 billion annually. 

Could total $25 to $30 billion. Coil 

Note: All costs are assumed to be covered by increased cigarette taxes or Tobacco Settlement funds. s\iifEctojMb_draffsiitefcy.jide 
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Risk Management and Specialty Crops Subcommittee Hearing 
February 3,1998 

Major issues included: 

The settlement is not adequate without more attention to its impacts on 

producers and compensation for producers and quota holders. 

There is lack of consensus relative to the kind of compensation package 

needed. Although there is much variation of opinion, it appears that burley 

stakeholders generally favor an income maintenance program similar to the 

Ford Bill, Virginia and North Carolina flue-cured producers favor a 

privatized program similar to the Robb Bill and Georgia producers favor 

compensation for lost quota continuation of a supply control program. 

— There is much concem and uncertainty among tobacco growers and quota 

holders relative to future U. S. production prospects. Flue-cured producers 

cite the 20 percent decline in effective quota for 1998 (17 percent in basic 

quota), the large loan receipts for 1997 and the potential this has for future 

production levels. Producers had hoped to continue flue-cured production at 

around the 1 billion pound level, and had apparently invested in bams and 

equipment to produce this amount of flue-cured tobacco. Buxley producers 

are concemed about the dependability of tobacco as a source of income in 

the fiiture. 

A central theme was the importance of tobacco on farms in States such as 

Kentucky, Tennessee, Georgia, Virginia aod South Carolina. 

— There was a major concem that this may be the only chance tobacco farmers 



have to receive compensation for current tobacco quota. There is a concem 

that producers may lose both the program and compensation. 

- There was a concem relative to community impacts of lost tobacco 

production and the need for economic and educational assistance to soften 

the impact. 

There was also a concem about taxation of buyout or income maintenance 

monies. 

Positions of Witnesses: 

Wimesses generally applauded the benefits ofthe tobacco price support 

production control program 

Although there appears to be a wide variety of opinions about how to help 

tobacco producers, quota holders and tobacco growing conununities, there 

does seem to be a consensus that some type of economic assistance is 

crucial. 

Although there is no universal agreement, the burley State witaesses 

supported keeping the current program. Tbe flue-cured witaesses favored 

compenation and a privatized program if the current program cannot be 

maintained. 

Criticism of Administration: 

Representatives Ron Lewis (Kenfticky) and Saxby Chambliss (Georgia) 

stated that while the Administi-aUon has indicated it is in favor of a program 

or programs to help tobacco farmers, it has yet to develop a specific 

program. 
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Noteworthy... 

Future Tobacqo 
Hearings: 

[1] Senate Judiciary 
Committee [Chairman 
Orrin Hatch (R.. Utah)] 
on February 10; no 
witness list yet posted. 

[2] Senate Commerce 
CommlUee [Chairman 
John McCain (R., 
Arizona)] on February 
24, a reprise of the 5 
tobacco CEOs. 
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THE EXCHANGE LETTER 

Updating Our Tobacco Concerns List 
Ethan H. Siegal 

la Our Quick Spin Following The Judiciary Committee Hearing. 
DOJ Sets The Stage. There is no getting around the fact that yesterday's move by the 
Clinton Administration's Department of Justice (DOJ), publicly embracing the immunity issue 
with pro-consumer caveats, is a positive for the national settlement. The DOJ testimony was 
vital to reinject life into the tobacco deal, which was, and still is, languishing under the cloud 
of Campaign '98 reelection politics. That is self-evident from the mixed response from House 
Judiciary Committee l^embers. For A Tobacco Industry Response. Now, it Is up to the 
tobacco industry to make a strong public move, beyond yesterday's testimony by f^eyer 
Koplow who represents Phillip H^orrls. We are not so sure this will happen since the industry's 
strategy for enacting a comprehensive deal remains getting ' i r done In the bacl<room. The 
industry fails lo appreciate the current collective belief of many fvlembers of the Congress, 
including longstanding Republican allies. That Is, there must be a palpable shift in the 
perceived attitude of the generai public who are reluctant to approve a deal for the lobacco 
industry while limiting the rights of affected consumers to sue the industry. Such a public shift 
in attitude will materialize only If there Is a more strident and sophisticated mea culpa offered 
by the industry. To Provide Clinton Cover To Move Forward. Beyond yesterday's DOJ 
statement, it Is unlikely there will be more action in the near-term on the part of the President 
Bill Clinton. The Administration's strategy continues to be not to got involved in specific details 
in order to keep all negotiating options open, but when the deal seems to be bogged down, 
they will make concessions and provide political cover to keep the legislative process alive. In 
the meantime, the ups and downs of "MonicaGate" which is sure to explode a couple of more 
times over the next few weeks will keep most of Washington away from any serious business 
other than Iraq. Which In Turn Could Provide The GOP Cover, Or Put Them On The Hot 
Seat. Republicans remain worried that the whole tobacco issue could become a first tier 
campaign issue in numerous races and hurt the party's chances for consolidating their hold 
on the House and Senate. That remains to be seen. But one thing Is certain, the GOP Is not 
going to gamble on the Issue and get tagged by the public as having been the primary 
sponsor of immunity for the tobacco industry. To a certain degree, Clinton has now removed 
that onus from the GOP. Yet, there Is great distmst within the GOP that no matter what 
happens, they will look bad on the tobacco deal or whatever alternative might replace the 
deal; while Clinton [and collaterally the Dems], no matter what, will look good. "IvIonicaGate'' 
as it has played out so far In public opinion polls reinforces this GOP thinking aboul Clinton's 
ability to bounce back and smell like a rose. Thus, even with the DOJ comments, the deal still 
faces dying a thousand deaths. 

Our Ust Of Issues Of Concern: Adding The GOP & DOJ To Our Previous List. We 
thought this would be a good time to update our thinking on our list, first unveiled in '97 The 
Issues by priority: [1] Big Tobacco. We believe it's time for a makeover in Iheir lobby 
strategy Daily, il gets more difficult to get a deal with immunity. [2] Koop/Kessler. Rumors 
continue to swiri that they may come out against any immunity for the industry. That would be 
a huge hurt since many Members are looking to hide behind a Koop/Kessler endorsement of 
a final deal. [3] Leadership. It remains lacking, but there is enough to keep the deal moving 
fonward, sparked by the big pot of money Senate honcho-man Don Nickles (R., Okla ) 
remains a loss leader for the deal. [4] Clinton. If he resigns or becomes totally impaired dua 
to "MonicaGate," he would move to #1, but for now we believe he wants the comprehensive 
deal for legacy sake, money sake and policy sake. But he knows that If the deal fails he has 
got a great Campaign '98 issue for Congressional Dems if the GOP blocks a "Plan B' excise 
tax FDA bill. 15] GOP. The GOP, especially In the House, is off of the pro-tobacco reservation 
with talk about just raising the cigarette excise tax in order to pay for various tax cuts Part of 
this IS political positioning against Dems Who want to use a tobacco lax for new govemment 
expenditures. But, this GOP position could come back to haunt the lobacco industry [6] DOJ 
We believe that the DOJ investigation of the tobacco Industry is a big problem but that DOJ 
will not move fonward with indictments as long as the Congress is still actively considering a 
comprehensive deal. Indictments would make it very hard for Members of Congress to 
support immunity of any kind. [7] Tax Deductibility. This issue remains benign but still could 
be the sleeper klunker once the Congressional tax committees get involved. [8] IMF Bailout 
The bailout raises the visibility of -Inside The Beltway" favoritism for lhe powerful and that 
does not play well juxtaposed against providing Immunity for Big Tobacco • 



0i;/00''9S -MON 10; 41 F.\X 2022607425 0.\SH 

L ^ 

Office of the Assistant Secretary for Health 
Office of Puhlic Health and Science • 

Departrnen^^^ 
200 UepenJerrce A ^ , SW, Rm 7l6-G 

Washington^ DC 20201 

Phone: 202.690.7dQ4 

Pax: 202.d90.dg60 

FAX TRANSMlSSIQNCOVERStgET 

Date: 

To: 

Fax: 

RG: 

From: 

[sec y^rmcu<aX 

Please Deliver on Receipt! 

IF YOU DO NOT RECEIVE ALL PAGES, PLEASE CALL 202.090./oy\ 

Have a HaakUy, Active Day/ 



U-''U-&.-9a .M0\ 10.41 FA.V 2022607425 OASH mi^^i. 
..com/pases/aews/tobac/1998/0207tob.htm 

/A-- Leaf f ^ s propose a>d to growers - 2/7/98 
http://www.gateway-va,( 

citiiCii-Di5|Kildi 

[News Indeĵ  
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Leaf firms propose aid to growers 

BY PETER HARDIN 
Times-Dispatch 
Washington Correspondent 

tobacco, 

industry, 

S » Carlton .aid m a conference call with reporters. 

The plan i . less — M^̂ ^̂  g P | ° f c K T & ' D ^ V -

Tat" ~ 
Richard G. Lugar, R-lnd. 
^ Pmsylvania County tobacco grower. CD. Bryant, called .he draft plan 
woefully inadequate to meet growers needs. 

committee. 

The industry draft was circulated to ™ ^f^^^^ fflaS ô̂ d 

irpê 4S?Ssf?:«̂ ^̂ ^̂  

tobacco-dependent communities over 10 years. 

Bi, Tobacco is bauHn̂ to « n a p p . ^ 
= S n 1 n ~ g " : ^ « f b i m o n - d o l l ^ payments and takrng 

measures to cut youth smokmg. 

settlement. 
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GVA - Leaf firms propose aid to growers - 2/7/98 
http://www.gateway-va 

,com/pages/news/tobac/1998/0207tob.htm 

•The companies really do need the farmers for political protection in all of 

this," Ballm said. 

Arnold Hamm assistant general manager ofthe Flue-Cured Tobacco 
• ^ o p e r a S a H S strategically imponant to the 
tobacco companies "that the farmers be on the same page. 

The draft for ĝ ô vers, Hamm said, reflected a serious attempt biit failed to 
provide enough money for flue-cured growers to protect their fiiture. 

Concem over the growers arises because they were left out when the cigarette 
g S m a d e the deal with 41 state attomeys general last year in an effort to 
block expensive litigation. 

Robb has proposed ending the federal govermnent's quota ̂ Vf^";;^^.^^^^^^^^^ 
up a pnvate, grower-run system to limit tobacco production. Robb a so would 
buy out all existing quotas from owners. Sen. John W. Wamer, R-Va., has 
signaled support for the Robb plan. 

Mttrro and Virainia Stories Index 

Richmond Timcs-DisDatch Feedback News Index Gateway Vireinia 

' 

1998, Richmond Newspapers Inc, 
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NtefiBSERVER 
Saturday 

February 7, 1998 

Kj r, I NFXT STORY 

Tobacco-support issue alarms farmers, 
leaders 
This year will be a crucial one for tobacco farmers, 
Gov. Jim Hunt tells the growers' association. 

By BOB WILLIAMS, Staff Writer 

There was something quite different ^ ^ ^ j f ^ P 
traditional barbecue lunch at the annual meetmg of the state s 
fobacco groŵ ^̂ ^ in Raleigh on Friday - a heaping helping of 

îfvfast̂er̂^̂^̂^̂  " r i i " 
Bob Etheridge, from farm group leaders to agncultural 
''°?rhead ofthe growers' association went as far as to declare 
tha^Sie ffdera price support program for tobacco was probably 
S'oken beyond Repair an\might have ^^^^^^l^;^^ 

<;nrh talk would have been considered heresy at sucn gruwci 
m e S s T n the Pâ t' but this year it actually drew^^^J^^^^g 
S o n from the thousands of fanners that packed mto the 
Holshouser Building at the state faiJpoun<is _ 

- - . T ? t f f i r s : n y ^ ^ : S t i c n ^ ^ ^ ^ ^ 

ŝ sS'dr̂ oMinf-̂ ^̂ ^̂  
will determme if there i^^,^^?!'"'"^fp^^^^ unveiled an $11 

holders and 

similar ones now being 

circulated in Washington. 
Among other things, it would include: 

$2 67 billion over 10 years in block grants to help 

• s ? r 2 ^ S , & ' 2 ? ? ^ r c U *e costs of con^nuing the 

? f « n o T ^ V y S fo'm'? S obacco growers who 

S E t S g e . a Lillington D - c . t wh^ 

S o S w^e a to t only sector ofthe tobacco mdustry still 
viewed with any sympathy by Congress „ , . rt^re 

"We've got one hell of a fight on our hands to make sure mere 
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issue alarms farmers, leaders (2/7/98, The Naiuj 

IS some kind of settlement and that growers and quota holders get 
some money and protection out of it," Etheridge said. 
' ° ™ e longtiiSe head of the Tobacco Growers As,̂ ^̂ ^̂ ^̂ ^̂ ^̂  
North Carolina said he thought it might be possible for Congress 
To p^vide some protection for growers and quota holders even if a 
national settlement is not adopted. 

"1 believe Washington will come up with some money to help 
nrotect the growers and quota holders, settlement or no 
settlement "said Charles Harvey, the group's executive vice 
p r e s S "We should go for the money first and wony about 
production controls later. I , for one, think we need to be prepared 
to let CO ofthe program if that's necessary. , u ^ f 

Preservation of the current tobacco pro-am is at die heart of 
the plan floated by cigarette makers on Friday, a^^^/f f S f 
Carlton, a former N.C. Supreme Court justice who has been the 
cigarette manufacmrers' lead negotiator on the proposed 
settlement, , ,, -^^ 

Carlton stressed that the latest plan was a discussion 
document" not an ironclad proposal by the cigarette makers. 

S d tSe plan would be contingent on congressional approval 
ofthe original $368 billion settlement proposal worked out last 
?une with 41 states that had sued the tobacco industry to recover 
their Medicaid costs for treating smokers. 

Carlton said grower groups hadn't seen the latest plan yet. 
"The position of the companies is that the growers should come 

up with the plan they want," said Carlton m a telephone interview 
from Washington on Friday. "We hope this will help them reach a 
consensus." 

Bob Williams can be reached at 829-4656 or bobw^nandQXom 

[ TOP I NEXT STORY ] 
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CORE PRINCIPLES STATEMENT BETWEEN THE PUBUC HEALTH 

COMMLfNlTY AND THE TOBACCO PRODUCERS COMMUNIFY 

NOTE: These arc suggested revisions from the Jao. 5,1998 document which is being : 
circulated for signatures. ThcThanges arc structural only - that is, no language has been 
deleted or removed or rearranged to change meaning. These organizational changes 
have been made to better define the intentions of those individuals and organizations 
who have played the major role in shaping the document. 

]n the spirit of cooperation and with a com:nitmen( towards reducing disease cait.ied by tobacco 
produces, as well as ensuring the future prosperity and stability of the American tobacco farmer, 
the tobacco farm family and tobacco farming communities, the undersigned organizations and 
individuals call on the President of the United States, the Congress ofthe United States, and all 
States Attorneys General to commit to supporting and enacting effective tobacco legislation and 
policies that include the following points of agreement. 

That on issues related to the agricultural production of tobacco there is agreement; 

J. That a tobacco production control program which Umits supply and which sets a minimum 
purchase price is in the best interest of the pubUc health community and the tobacco 
producer community. A tobacco program provides stability to tobacco farmers and their 
communities, and elimination of S^^program should not take place during the period in which 
the terms of any national legislative proposals are implemented. Should no national 
legislation occur, no changes should take place until after a thorough review of the program, 
with full participation in decision-making by tobacco producers, wliich ensures that adequate 
economic safeguards have been put in place to provide economic stability to producers and 
their communities. From a harm reduction standpoint, it is in the best interest ofthe public 
health community to support enhanced assurance of quota stability for domestic production of 
lobacco. [Moved from #5 of public health issues to add emphasis on the program] 

2. That any costs associated with the administration or operation of a tobacco program be 
guaranteed to be paid for under any legislative proposal, and that the federal government no 
longer bear the costs for the administration or operation of such a program. 

3. That there be greater cooperation between the tobas'co growing community and.the public . 
health community to ensure that quality control andjhealth and safety standards are 
maintained in the production of tobacco and that industry information and research should be 
made available for public review [language from #7 of public health issues added here for 
consistency], both domestically and abroad. Agencies with public health responsibility, 
including the Food and Drug Adininistration (whose authority over manufactured tobacco 
products should not fextend to on-farm tobacco production), should work cooperatively 
Uirough strucnires r̂eady in plf^e in the Department of Agriculture and Environmental 
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Protection Agency so as not to extend any additional conUol and bureaucracy over the on-

farm production of tobacco 

4, That tobacco quota holders and tobacco lease holders should be given the opportunity to 
have their quotas compensated for at a fair and equitable level, and thai the protection of 
tenant farmers be given special consideration as part of this process to ensure that they are 
not adversely affected. 

5, That a significant amount of money be allocated so that tobacco growing states and 
conununities have options and opporttmities to ensure their economic viability into the 21st 
century. There must be sigmficant involvement of tobacco growing conununities in 
determining the allocation of these funds, and decision making for plans to enliance the 
economic infrastructures of these communities should be govemed primarily through 
community-based input. Agriculnual-based development in particular ought to be given a 
high priority. 

That on issues related to public health there is agreement; 

1 That it is in the best interests of tl̂ e pubhc health community and the tobacco producer 
community that the FDA should have authority to establish fair and equitable regulatory 
controls over the manufacture, sale, distribution, labeling (mcluding country of ongin) and 
marketing of tobacco products, both domestic and imported, comparable to regulations 
established for other products regulated by the FDA, Such regulations should have as theu 
goal the protection of public health and the assurance that users of tobacco products are 
provided with full and complete information about the products they are using. In order to 
accomplish this goal, industry infomiation and research should be made available for public 
review, 

2. That there should be strong complementary federal, state and local laws which guarantee that 
tobacco products are not marketed, advertised, sold or otherwise made available to anyone 
under the age of 18. [numbers 2 and 3 were separated for increased emphasis] 

3. That probibition ofthe use of tobacco products by infomied adults of legal age is not a goal 

of public health advocates or tobacco producers. 

4. That there should be mechanisms in place to preveT-ji the importation of foreign tobacco, 
whether in raw agriculttual leaf, reconstittited or homogenized leaf, tobacco by-products, or 
any other form or alteration of lobacco, that does not meet pesticide residue requirements and 
other quality controls required for domestically grown and produced tobacco. 

5. That if there is an increase in the federal excise tax in any legislative proposal, that in addition 
to the tax being used for tf^rying out public health initiatives, a portion of the tax be used to 
assi';! farmers and their communities in addressing their economic dependence on tobacco 

Core Principles Statement - Jan. 5,1998 2 
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CONCERNED FRIENDS FOR TOBACCO 

Concerned Friends For Tobacco is a grassroots organization comprised of growers, 
businesses, and friends who understand and appreciate the significance of tobacco to the 
economic well-being of rural communities which depend heavily upon tobacco 
production. 

CFFT, in the beginning, set as a primary objective education as to vvho the American 
tobacco grower is and why we grow this commodity some people sb love to hate: '• 

We, as an organization, have been involved in round table discussions with health 
advocates from the onset of such talks. CFFT has approached these discussions with 
cautious optimism as an opportunity to present the grower's perspective with the hopes 
of reaching common ground and the promise to search for higher ground. 

CFFT, feels we have made some inroads with the health community and at last some of 
this community understand that solutions should be met to protect tobacco communities. 

CFFT is concerned about any legislation which is offered that serves to be detrimental 
to rural tobacco comnriunities. For this reason we rise in strong opposition to House Bill 
H.R, 1438 and Senate Bill S.643, which prohibit the Federal Government from providing 
Crop Insurance for tobacco growers. 

Although this packet is directed with arguments toward keeping crop insurance in place 
for tobacco growers,, most of the arguments can be used against any legislation which 
adversely affects tobacco grower families and communities. 

In our argument we will attempt to be brief with hopes of an opportunity to expound 
when that occasion arises, Shouldyou have questions or comments please direct them, 
to our Secretary, J.T. Davis, by phone at 1-80G-248-5480 or by mail at 1110 Indian Jim 
Trail Nathalie, VA 24577, 

First and foremost, we think it is most important to address the term tobacco subsidy. 
Monies provided to assist the farmer and premium payment is a farmer, dr people 
subsidy, and not a tobacco subsidy. 'It is the same for all crops serviced in the program. 
The sole purpose of this subsidy is to help keep the farming operation viable. It does 
nothing to enhance the production of tobacco as that is already set and controlled by the 
current quota program. 

We think the ramifications of this act is more far-reaching than can be imagined by the 
ones who put together and support this legislation. 

Dr, Wayne D. Purcell, who coordinates the Rural Economics Analysis Program, Virginia 
Tech and is a professor of Agricultural Economics, explains that tobacco issues from the 
grower prospective are PEOPLE issues. If we keep this foremost in mind we think the 
focus is clearer. 

1 



Tobacco From the Grower Perspective... 

... is the fuel which fires the economic engine in rural communities which 

depend heavily on tobacco. 

Quite simply tobacco "pays the bills" and maintains the physical well-being 
of our communities. 

The American tobacco grower is not a threat to society as so many believe. 

To annihilate the American grower will not prevent one cigarette from 
being manufactured. Elimination of the American grower will only destroy 
the economic and social well-being of rural communities. 

We are not part of the problem and can actually be viewed as part of the 
solution, particularly when it comes to youth access. 

Proposed legislation to eliminate crop insurance eligibility for tobacco 
farmers serves to undermine the estimated 125,000-F family farms which 
depend on tobacco production to survive. 

This packet contains a number of facts and articles which we think are 
pertinent and valuable in touting our cause in maintaining crop insurance 
for tobacco. 

Crop insurance serves as the only safety net now available to protect so 
many family farming operations and along with it communities as a whole. 



CROP INSURANCE PLAYS, AN EVEN GREATER PART IN THE CONTINUATION OF A 

FARMING OPERATION NOW THAT AD HOC DISASTER ASSISTANCE IS NO LONGER 

AVAILABLE. 

Coupled with volatile weather patterns, this creates a renewed urgency for the program. 

Removal of crop insurance for tobacco puts all tobacco growers, large and small, in jeopardy. 
Tobacco farms are family farms and according to 1992 census data there were 124,270 in 18 + 
states. 

This proposed legislation proves to be double jeopardy for the Black' tobacco farmer. 

MINORITY FARMERS 

Black farmers have been in the news of recent registering charges of discrimination against 
USDA. They are saying that discrimination is a caiJse for declining Black farmers. • 

Black farmers are part 'of a group of farmers defined as socially disadvantaged. Under the Food, 
Agriculture, Conservation and Trade Act of 1990 the Secretary of Agriculture shall provide 
outreach and technical assistance to encourage and assist socially disadvantaged farmers and 
ranchers to own and operate farms and ranches and to participate in agricultural programs," 

Approximately 90%.of the 18,800 Black farmers are in the South. Black farmers constitute a large 
portion, approximately 60%, of all minority farmers. Tobacco, corn, & soybeans are the most 
frequently grown crops on farms operated by Blacks. 

Tobacco accounts for half or more of total farm sales on nearly one-third of Black operated farms 
in the Raleigh Service Region of the Risk Management Authority. •• 

HOW important is crop insurance to the socially disadvantaged farmer? According to USDA data 
in 1989 26.7% of Black operators participated in disaster payments (see enclosures). As you are 
aware as a result ofthe 1994 Crop Insurance Reform Act, disaster payments no longer exist. Crop 
insurance has taken its place. 

Efforts have been made by the RMA to increase the awareness and participation of minority 
farmers in crop insurance programs (see enclosures). 

Black farm operators are on average older than all farm operators. Nearly 40% of Black farm 
operators are 65 years or older. Even more striking is the lack of young Black operators. Only 
5% of Black farm operators are younger than 35 years. . : " 

'The Census of Agriculture uses the term Black to refer to this minority group. For simplicity in 
referencing data we will use this term throughout this document. 
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April 28. 1997 

TO; Mr J, T Davis 

FROM: Joseph D, Edwvdt 
Ag Credit Mgr . 

SUBJF.a FCIC and FSA loam 

VA 

Th« rdgulotions on Cetasttophio RI* Prot«odon insuraoc* iequir«roent« was revised on March 24 1997 
TTw ro«ulcdon. BOW tuaniit tn appliosK IQ obteia oOtX tbs CAT l«vel of oovwafte no laler tfaaii loan 
ck>«lo« for each arop of eeonomlo aiffafkxnoe. at <fofio«d by tfM Pettoral Crop liuunacc Cotporation or 
by waiving eligibility fbr emergcaoy caop Io«9 mh^aca For iht mUuMt̂ d cfwp. FSA omeneocy loans 
(EM) are not oomidered anxarĝ ocy csop loss assletaaĉ  (br ttM pnpoM of th« crop insursoce waivw, 

Uiwte the prtviouiFnaHAreguIatkw crop 1^ but WM highly encourtfted du« to 
the feet mat it wts oonnd««d a good tam ŝBomt tool lo UM, 

Partidpation in uaing FCIC inwraaM coverage bo b««o voy high over tbe y e « by the individuals 
obtening aooiul production loans. We lufve encouraged our fann borrower! to obtain aop insurance as a 
nsk n}sias«nMot tool *̂  »"VBW« 

Chn-present fann lo«n population (Fitt»ylvanla, Hali/u md CharkXfe Counties) broken down bv 
75H white and 25% minority. ' 

If ftutber Information is needed coocemlng FSA loan lequi/emeots. please give me a call. 

race it 

* PLEASE NOTE: 

Cotnoulnte of 
d»«r$tery or AQfleuKure, 

PITTSYLVANIA, HALIFAX^ & CHARLonf COUNTY ARE 1ST|;2ND, 8̂  f)TH, 
RESPECTIVELY IN TOBACCO PRODUCTtON IN VIRGINIA. 
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MINORITY FARMERS (CONTD.) 

Black farmers take great pride in their farming operations with many overcoming great obstacles 
to secure their farms. If programs are not in place to protect these farmers and encourage young 
Black farmers to take over the family farms then they are surely an endangered species. Crop 
insurance for the Black farmer, both young and old, wil l be a crucial risk management tool for 
the survival of his family farm. 

To further shore up the position of the Black tobacco farmer we have included an article which 
appeared in the May/June 1997 issue of Co-operative Farmer. This article. Learning to Manage, 
centers on Black tobacco farmers and their plight. 

We had an opportunity recently to talk with Cliff Somerville who is featured in this article, Mr 
Somerville works with socially disadvantaged farmers in an effort to help them hone their 
management skills. Mr. Somerville cited an example of a Black farmer who would have lost his 
farming operation last year if it had not been for crop insurance. His comments went further in 
saying that without the crop insurance program for tobacco it would only be a matter of time until 
disaster strikes and some of the farmers he deals with wil l lose their farms. 

There is a saying that the road to hell is paved with good intentions. This intended act to 
eliminate crop insurance for tobacco farmers will be a road to hell for many Black farmers. 

We might add there is another group of socially disadvantaged farmers who wil l be adversely 
affected, that group being the American Indians, There are 600 American Indian farmers in 
North Carolina, many of whom specialize in tobacco. 

LIMITED RESOURCE FARMERS 

Another segment this act disproportionately affects is the Limited Resource Farmer', Limited 
Resource Farmers are defined by RMA as farm operators having less than $20,000 income from 
all sources in the previous two years. 

The chart provided on the next page should be an eye-opener as the top four states, Kentucky, 
Tennessee, Virginia, and North Carolina are also the top four tobacco producing states. 

Proposed legislation serves to hurt an destroy family farms of the group of farmers at greatest risk. 

A significant number of these farmers are tobacco growers in Appalachia. 

Appalachia continues to be a poverty stricken area of this country as displayed in attached 
exhibits. In Southern Appalachia poverty levels tend to exceed 15% with recent statistics 
showing average incomes for a family of four people to be $12,700, Tobacco production for 
many of these is their way of life. 

'Limited Resource Farmer data and statistics from Economic Research ServiceAJSDA document 
733A unless otherwise noted. 



LIMITED RESOURCE FARMER (CONTD.) 

Agriculture Secretary Dan Glickman in a recent news release stated, "f am determined, that 
everyone will have access to crop insurance - large farmers and small farmers alike, especially 
those with limited resources, minorities, and producers in all areas of the country.'^ 

We would like to hi-light certain statistics again: 

1 Limited Resource Farmers - The top four tobacco producing states are also the top four 
rapking.states of limited resource farmers. 

2, ; f^^inorities - 90% of Black farmers, 18,800.in number, are-located in the South. 
Tobacco accounts for more than 50%> of farm sales on nearly one-third of Black operated 
farms in the RMA Raleigh Service Region, 

3, There are approximately 600 American Indian farm operators in North Carolina, many 
of whbrri specialize in tobacco. • ^ 

4. A substantial number of small tobacco growers are located in poverty stricken 
Appalachia, 

5. In Halifax County, 52% of tobacco quota holders are women. 

Should legislation move forward which would eliminate crop insurance for tobacco farmers then 
Secretary Glickman's support for these farmers would bring about an uprising which would have 
serious negative political connotations. 

^USDA News Bulletin, May 23. 1997 
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Total Inderrrtftes 
State PDldes Netocres premium UabRty payable 

Mmber Acres Do«arj 

Kentvjcky 
Tenrtessee 

8.140 19,775 194406 8,636997 1,006 Kentvjcky 
Tenrtessee 4.093 13,076 185,603 6431,007 3,066 

W^rM 
htoftti Caro8na 

1.141 13,755 7&421 2.026,927 928 W^rM 
htoftti Caro8na 1,377 3,929 61,777 1,299,768 4256 
ArVonsos 1,206 3Z484 140,3:ffl 1,208,642 Z376 
ONO 959 6,088 30,841 713,786 201 

Kansas 637 15,986 36,445 666,035 20,862 
HBnck 1.339 9,719 26.863 46Z610 3,72D 
Mbsourt 1,024 1Z276 63,807 460,738 6601 
Indiana 566 6̂ 369 16,922 421,667 1,227 

487 6i720 36,122 346,471 3,192 
Nebtusico 446 7,620 16,469 . 331,926 3,306 
MIcMgon 
South Dakota 

400 4591 16,874 240298 56 MIcMgon 
South Dakota 169 7.472 22,097 227,203 11,930 
Tsxas 617 7,619 28,611 224886 4990 
OkJcflioma 300 7,390 16461 198,'S72 8,071 

59 Z582 6,396 186,101 Z390 
WestVkgNa 212 340 1Z361 176,864 0 
Georgka 
Washington 

49 1.116 9,766 171,130 168 Georgka 
Washington 96 4667 5̂ 194 159.823 0 
Louisiana 388 1,945 1Z667 157.391 61 
Cotorado 113 4347 11,684 149,073 a837 
PennsylvankJ 77 ' : Z508 7,213 123,096 0 

46 1,306 3,226 87,828 0 
Wisconrin 93 1,619 6,913 84964 1,166 
Coffibmia 11 276 Z078 77,908 0 
VBfTPCfTt 5 717 Z613 48.616 0 
South Corolna 66 954 6429 36,602 9,310 
K^metota 61 1,109 3,633 36,780 761 
Ntorth Dakota 74 1,960 3.663 35,765 1,220 
Ak3bama 104 902 3,610 30617 607 
UtoTi 12 1,021 1.647 24871 737 
Roddo 30 213 1,309 20,326 0 
I^York 24 521 1,479 18,483 0 
Montana 15 560 968 13,165 49 
Oregon 37 350 964 1Z579 0 
Delaware 3 71 137 3,806 0 
Wyomlr̂ o 4 43 153 Z891 0 
Marykand 2 6 80 a666 0 
Mc^ 2 9 66 Z303 0 
Alaska 0 0 0 0 0 
Meona 0 0 , 0 0 0 
NowMexkx) 0 0 0 0 0 

24482 20Z899 1,048,074 24536,639 96iie0 

Source-0:irp9ed tv U5. Deportniont <y AgrViMtuo. E c c r ^ ^ 
rBLWance Corpo(cri(XV ̂ k?«^rt»r 27.1W. COT 

Limited-Resource and Socially Disadvantaged Farmers Economic Researcti ServiceAJSDA 
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AMERICAN ASSOCIATION OF CROP INSURERS 
"AACl devotes 100% of ita resource to impiovmg the MPCI program" 

O N E MASSACHUsrrrs AVENI 'E . N W 
SurrB 800 

WASHINGTON, D C, 20001 
TELEPHONE: (202) 789̂ 100 
FACSIMILE: (202) 408 7763 

WORLD WIDE WEB: www.Agliisurauce.org 
E-MAIL: aacic^erols.com 

To: JT Davis ^ ' •• 

Organization: 

Fax Number: 

Number of Pages Including This Page: 2 

From; John Shealey 

Date: May 27, 1997 

Faxed By: kc 

Original document will be mailed: No 

Message: Attached is data about limited resource Tobacco farmers. As you can 
see. 17.7% of KY tobacco farmers are limlted resource, 16.52 of NC tobacco farmers 
are LR, 19.36% of TN tobacco policyholders; 18.16% of VA, and 28.18% of WV. 
You can look to Ag Outlook article you have for definition of limited resource and 
general characteristics. Statistics bri minorities is not available. Probably will be 
following the 1998 crop year since you as an agent will begin collectihgll I will be in 
office tomorrow afternoon to the best of my knowledge. 

This telecopy document is for ttie use of the individual named above. II the reader of this message is 
not the intended recipient, or is the employee or agent responsible for delivering l( to v̂ e intended 
recipient, you are hereby notified that any dissemination, distribution or copying of this document i.s 
strictly prohibited, if you have received this,telecopy in error, please notify us by telephone and return 
the original document to us by mall at the above address Thank ybu.' 
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Limited-Resource 
Farmers: Their 
Risk Management 
Needs 

The risks of crop loss and price 
declines have long been facts of 
life in agricultural production. 

Recent changes in Federal programs have 
focused attention on the need for U.S. 
farmers lo manage these risks and to 
examine available risk management 
options more closely. 

USDA's Economic Research Service 
(ERS) has been working with the 
Department's Risk Management Agency 
(RMA) to improve RMA's products and 
expand its outreach efforts aimed at 
limited-resource farmers. One RMA prod­
uct, multi-peril crop insurance (MPCI), 
has l>eeD commonly used by farmers as a 
risk management tooL While MPCI is 
sold to faimers primarily by private insur-; 
ance agents, RMA develc^s the policies 
and the underwriting terms, and provides 
subsidization and reinsurance. As a result, 
RMA has an interest in knowing how 
MPCI has been serving the needs of 
limited-resource farmers. : 

Using data from USDA's Farm Costs and 
Returns Survey (FCRS) and from the 

Census of Agriculture, which provide 
infomiation on individual farms and on 
the principal operator of each farm, ERS 
identified characteristics of socially disad­
vantaged, small, and limited-opportunity 
farm operators. The two agencies also 
examined such farmers' interest in and 
use of various risk management programs, 
particularly Federal crop insurance. In 
both the Census and FCRS, the principal 
operator of a fann may be the owner, a 
tenant, or a hired manager. 

Results of the research indicate that 
socially disadvantaged, small, and 
limited-opportunity operators tend not to 
purchase crop insurance nor to participate 
in insurance-type programs operated by 
USDA. This article traces the reasons 
behind lack of use of these risk manage­
ment tools by limited-resource farmers. 

Who Are the 
Limited-Resource Farmers? 

Limited-resource farmers are defmed by 
RMA as farm operators having less than 
$20,000 in income from all sources in the 
previous 2 years. While not all socially 
disadvantaged and smaU farms fall into 
this income category, the term "limited 
resource" loosely refers to these types of 
farms as well as to limited-opportunity 
farm households. 

A socially disadvantaged group is defined 
by the 1987 Equal Credit Opportunity Act 
as one whose members have been subject­
ed to racial, ethnic, or other forms of prej­
udice because of their membership in the 
group. USDA defines women, African 
Americans, American Indians and 
Alaskan Natives (Native Americans), 
Asians and Pacific Islanders, and 
Hispanics as socio/Ty (i!(sa</v(uita;e</ 
groups. Data presented on these groups 
were obtained from the 1992 Census of 
Agriculture. 

Except for women, siocially disadvantaged 
farmers tend to be concentrated in particu­
lar regions of the U.S. Approximately 90 
percent of the 18,800 African American-
operated farms are in the South. In two 
southern states—South Carohna and 
Mississij^i-^Afiican American-operated 
farms account for 8-9 percent of all farms, 
compared with 1 perceiit of all farms 
nationwide. Most (81 percent) ofthe 

8,300 American Indian-operated farms 
identified in the Census of Agriculture are 
west of the Mississippi River. North 
Carolina, however, has 600 American 
Indian operators, many of whom special­
ize in tobacco. 

Of the 8,100 Asian/Pacific Islander-
operated famis, most (79 percent) are in 
Califomia and Hawaii, and most of the 
21,000 Hispanic-operated farms (72 per­
cent) are in California, Colorado, Florida, 
New Mexico, and Texas. The 1992 
Census of Agriculture identifies about 
145,000 farms (8 percent of all U.S. 
farms) with women as their principal 
operators, and these are distributed 
throughout the U.S. 

Older operators are more common among 
farmers in certain socially disadvantaged 
groups than among the U.S. farm popula­
tion in general. African American and 
female operators tend to be older, with at 
least 36 percent of each of these groups at 
least 65 years old, compared with 25 per­
cent of all farm operators. 

Small, fuU-dme farms were also identi­
fied using 1992 Census of Agriculture 
data. The small, full-time farm designa­
tion is based on three criteria: sales of 
agricultural products were less than 
$20,000; principal occupation of the oper­
ator was farmer or rancher, and the opera­
tor worked less than 50 days of the year 
off the farm. About 350,000 farms fit this 
definition. Financial data other than sales 
(e.g., off-farm income) cannot be used as 
a definitional criteria in the Census. 

As with socially disadvantaged fanncrsi 
small farms are often associated with age: 
According td the Census, nearly 60 per­
cent of the operates of small full-time 
farms were 65 years old or older in 1992. 

Limited-opportunity farm households are 
defined by economic criteria, which 
include off-farm income and othe:r related 
financial information. The data source for 
diis definition is USDA's 1992 FCRS. 
Limital-oppbrtunity farm households 
exhibit three characteristics: gross house­
hold income of less than $20,000; farm 
sales of less than $100,000; and farm 
asset vahie of less than $ 150,000. In 
1992, there were about 185,000 limiled-

/O 
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Livestock to th« Key Commodity on Moat SocMty Disadvantaged 
and Small Fannt 

Fami catogory Farm tvpa* 

Livestock Crop 

Typp Q'<x term! 
Vegetabtes FruH & 

Cash grains & melons tree nuts 

Percent of tanrm 
SodaOy dteadvantaged 

African Ameficsn 5&« 41.4 13J 3.7 2.0 
NsSve American 70.7 29.3 1.3 3.9 
Asian/Padllc islander 1&9 84.1 '•••:'•--.AM:-'".̂ -': • 14.6 16.6 
Hispaik: 56.4 43.« 4.7 164 
Wotnen •:-:^AX .V: •..io,3;S::^^.^^ . : . 1 ^ . 6-2 

Sa^Xr-QX- X . 59.8 40.1 XXXXij^B^^^^ 1.7 :•-•• 4.4 

AilU.S.fsmw X-^y: XXtuXjii^ ^'X:'. ].. •^'^•sXX 
: *AI leasl.SO petpafK of a (amt's tctat vaiue of sab* .oorrie* .from 9i« specffied comirxx^. 
Soufoac l992CenBu< df AortcuRurs, l>.8. D {̂̂ irtmarii:of Qonvnwis.'.:' '' 
Economic Heseareh S«vic«, USOA • 

opportunity farm households in the U.S. 
(out of 2.1 miUion total farms). Although 
these farms were less geographically con­
centrated than the farms of socially disad­
vantaged groups, 60 percent were in the 
South. 

Livestock Dominates Production 

Farms operated by members of socially 
disadvantaged groups and limited-oppor­
tunity househokls are more likely than 
farms in general to depend on livestock 
production. Although most socially disad­
vantaged farm operators harvest cropland, 
crops generally provide a smaller share of 
their farm income than livestock, a sector 
that government-sponsored insurance pro­
grams do not cover. Livestock for these 
operators fr^equently means beef catde, 
which often have relatively flexible labOT 
requirements that can combine weU with 
an off-farm job or provide a supplement 
to retirement income. 

More than 70 percent of farms operated 
by Native Americans obtained half or 
more of their total sales from livestock, as 
did more than 60 percent of farms operat­
ed by women and more than 50 percent 
of farms operated by both African 
Americans and Hispanics. Among limit­
ed-opportunity farms, crop sales account­
ed for only 30 percent of the gross farm 
income, compared with more than 40 per­
cent for all farms. 

An exception to the livestock "rale" are 
farms operated by Asians/Pacific 
Islanders. More than 80 percent of 
Asian/Pacific Islander farms derived at 
least half of total sales from crops. In 
addition, many of these farmers, as well 
as other socially disadvantaged groups 
who raise crops, concentrate on specialty 
crops such as fraits and vegetables. 
Although Federal insurance is available 
for most fruit and nut crops in selected 
areas, many vegetables, as well as live­
stock, are not yet covered by Federal 
insuraxKe programs. 

The types of crops harvested by socially 
disadvantaged farmers, and tharefore the 
extent to which these farmers may be cov­
ered by crop insurance, depends to a great 
extent on where socially disadvantaged 
groups are geographically concentrated. 
Tobacco, for example, is grown primarily 
in the upper South, where many African 
American-operated farms are concentrat­
ed. Since tobacco is eligible for crop 
insurance, these socially disadvantaged 
farmers may be covered. 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 RMA 
Raleigh service region (the east coast 
states from North Carolina to Maine). 

Hay, on the other hand, associated with 
livestock farming, is the most commonly 
harvested crop on farms operated by 

Native Americans and Hispanics. Almost 
all land farmed by Native Americans, 
most of which is used for grazing, is in 
RMA's Oklahoma City (Southem Plains) 
and Billings (Northem Plains) regions, 
where many large reservations are locat­
ed. Almost half of all Hispanic-operated 
farms are also located in the Oklahoma 
City (Southern Plains) region, which 
includes traditional Hispanic farming and 
ranching areas in New Mexico and Texas. 

RMA's Group Risk Plan (GRP) crop 
insurance for forage has so far been avail­
able only in selected counties in the Lake 
States and Northern Plains. RMA plans a 
significant expansion of GRP crop insur­
ance for forage in 1998. GRP benefits are 
based on variations in county-level yields. 
An individual-yield forage policy is also 
widely available under the Federal crop 
insurance program. The RMA regional 
service offices have considerable discre­
tion in deciding the types of forage cov­
ered under the individual-yield and GRP 
policies, although alfalfa and alfalfa mixes 
are the primary types covered in many 
areas. 

Most Asian/Pacific Islander farms are in 
Califomia and Hawaii, areas where signif­
icant acreage is planted to fruits and veg­
etables. According to the 1992 Census of 
Agriculture, nearly 60 percent of the 
Asian/Pacific Islander-operated farms in 
RMA's Sacramento region (California, 
Hawaii, Arizona, Nevada, and Utah) grew 
fruits, nuts, or berries. 

The Sacramento region also contains 
about 20 percent of all Hispanic-operated 
farms, and slightly more than half of these 
farms grew fruits, nuts, or berries. Nearly 
half (48 percent) of these Hispanic fann­
ers obtained most of their sales from fruit 
and tree nuts. 

While farms operated by women are geo­
graphically distributed much like all U.S. 
farms, they obtained a smaller portion of 
their income from crop production than 
all farms. Just 63 percent of farms operat­
ed by women harvested some cropland, 
compared with 78 percent of all farms, 
and only 38 percent of female-operated 
farms obtained half or more of their sales 
from crops, compared with 45 percent of 
all farms. 



ECONOMIC IMPACT OF TOBACCO ON-RURAL COMMUNITIES 

We have selected Halifax County Virginia as a î .e;<ample,of a rural area heavily dependent on 
tobacco. 

Halifax County, Virginia is the 4th largest county in the state of Virginia, with a population of 
36,030 (1990 census data). In 1994 sales from tobacco production amounted to $31,674,000 
or approximately 923% of total crop cash receipts. Using an economic impact figure of 5 times 
the 1994 sales figured converts into $158,370,000 which,.of course, carries a major impact on 
Halifax and surrounding counties. This figure may be somewhat conseivative as 'tobacco dollars' 
tend to stay and circulate in the local economies. 

Given the fact Halifax County as of February '97 has a 13.1% unemployment rate, removal of this 
income would devastate such an economy, rendering plummeting farm values along the way. 
Most recent figures supplied by the Commissioner of Revenue shows taxes generated annually 
on farm land at $1,233,491 with an assessed value of $324,603,300. An entire economic system 
would suffer collapse with removal of this revenue and tax base. 

ECONOMIC IMPACT OF TOBACCO AS A WHOLE IN ALL GROWING REGIONS. 

The enclosed graph shows tobacco sale receipts for all types 1987-'96. 

Average sales for '92-96 for grower sales averaged $2,74 billion annually with an economic 
impact factor of $13,7 billion of monies pumped into tobacco communities by the grower sector. 

What does a 100 acre tobacco producer mean to the local economy? A 100 acre producer will 
generate in sales an estimated $450,000, Using an economic impact factor of 5, this figure 
converts to $2.25 million impact this single 100 acre grower has on the community. 



HALIFAX 

1992 CENSUS DATA: 

No. es IN 

FARMS \RMS 

HARVESTED 

CROPLAND CROPS 

CASH RECEIPTS ($1000) 

LIVESTOCK TOTAL RANK 

1,042 2.i 2,85 7 36,371 28,371 . 5,021 33,393 14 

CROPS: 1994 HARVESTED 

ACRES 

YIELD PRODUCTION RANK 

CORN FOR GRAIN, BU 2,900 80.0 232,000 42 

CORN FOR SILAGE, TN 800 15,0 13,500 40 

SOYBEANS, BU 2,700 33.0 122,100 • 34;-

WHEAT FOR GRAIN, Bu 5,700 41.0 233,700 22. 

BARLEY FOR GRAIN, Bu * • • 

ALL HAY, TN 1 7,000 1.8 : 30,000 34 

ALFALFA HAY, TN 1,600 2,5 4,000 33 

OTHER HAY, TN 15,400 1.7 26,000 32 

FLUE-CURED TOBACCO, LBS 7,280 2,310.0 16,831,000 2 

BURLEY TOBACCO, LBS • • * • 

FIRE-CURED TOBACCO, LBS 115 1,790.0 206,000 4 

SUN-CURED TOBACCO, LBS * * + 

PEANUTS, LBS * • * • 

COTTON, LBS AND BALES * * * 

APPLES, 42# BOX. THOUSAND * • 

LIVESTOCK NUMBER RANK 

As OF JANUARY 1,1995 

ALL CATTLE AND CALVES 22,000 30 

BEEF CATTLE 12,500 26 ' 

MILK Cows 600 44 

ALL SHEEP & LAMBS - j * 

* NONE OR NO ESTIMATE 

AVAILABLE 

13 



Table 31-Cash receipts from farm marketings and tobacco, 1987-96 

Period Cash receipts 
Livestock 

and products All crops Total farm 

Million dollars' 

Tobacco 

Tobacco as a 
percentage of 

All crops 

Percent • 

Total cash 
receipts 

1987 75,996 65,800 141.797 1.816 
1988 79.640 71.603 151.243 2.069 
1989 83.918 76.892 160.810 2.410 
1990 89.193 80.256 169.449 2.733 
1991 85.750 82.001 167,751 2.881 
1992 85.596 85,662 171,346 2,962 
1993 90.036 87.102 177.617 2.949 
1994 88.107 91.562 180.775 2,645 
1995 86.844 98.906 185.750 2,594 
19961/ 90.474 107.918 198.392 2.548 
1/Preliminary. Calendar year sales. 

2.76 1.28 
2.89 1.37 
3.13 1.50 
3.41 1.61 
3.51 1.72 
3.46 1.73 
3.39 1.66 
2.89 1.46 
2.62 1.40 
2.36 1.28 



COSTS EXPERIENCED BY THE GROWER ARE SIGNIFICANT 
(See enclosure) 

Average costs to produce 1 acre of flue-cured tobacco from seed to warehouse, considering 
variable and fixed costs amounts to approximately $3155. 

Similar costs associated with Burley Tobacco amount to an estimated $3029 per acre. 

Given the fact investment costs to raise an acre of tobacco are extremely high, I hope figures 
in enclosed charts will set the record straight that tobacco growers are not making exorbitant 
profits. 

Using a 10 year county average, production in Halifax County, Virginia is 1925# per acre for 
flue-cured tobacco, A quotation sheet showing cost of crop insurance at various levels is 
enclosed. 65% coverage level, which is the most popular, provides-the farmer $2243 
protection at 100% loss. If he does hot harvest and produce for sale 20% of his guarantee, 
then he is only eligible to receive $1458. , ; 

A quotation sheet is provided for Scott County,:Virginia using a 2500# average for Burley, 
tobacco. 65% coverage level provides for $2763 guarantee at 100%-lpss. The same 20% 
rule applies for Burley. If the produizer does not harvest 20%, the maximuiTi amount he could 
receive would be $1796, 

Although Crop Insurance does not insure to value, the farmer's investments are protected 
which will be an enabling factor in keeping the farming operation for alTcommodities intact. 



VIMINIA FLUe CU«f0 TOftACCO BUDGET PAGE 38 

I torn : 
neCEIPTS: FLUe TOBACCO 

eSTIUfTIO WeVENUE. OPERATINQ EXPENSES, ANNUAL 
OWNIASHIP eXPCNdES & NET REVENUE PER ACRE 
MfOIUH SI280 FARM (AROUND 50 ACRES TOBACCO) 

Jan-97 
• • • • • • • • • • • • o o o a a a = a a = = s a a s a = a i ! - s - s a = 3 : : a a a a a a a = = = = = - a = — a a 

Quantity Price Vaius Your Farm 

2,500 LBS 1 ,78 4450.00 

Operating 

- BIO 0.12 
7.50 
75.00 
75.00 
0, 
0. 
0. 
0. 

SO 
eo 
04 
50 

8.75 

OZ 
LBS 
YDS 
YDS 
BALES 
OfT 
CWT 
OZ 
OZ 

67.00 
2.48 
0,10 
0.14 
2.00 
9.85 
13.00 
1.14 
0.10 

_ Inputs 
isLANT 
Tobacco S««d 
Fumigant 
Plastic Cover 
Remay Cover (2 Yrs) 
Straw 
12 6-6 
16-0-0 
Fungicide (Ridowii) 
Insecticide (Di-ayston) 

Sub-total: Plantbed 
FIELD; 
Lifflfl 0 583 TON 25.00 
PPI: Hflrblclde Prowl) 1.350 PTS 3 15 
PPI: ruhgiclde • Rldo>ll) ; l.125 QTS 36.3' 
PPI: NematiCldt Lorsban) ' 2,250 QTS 11,23 
PPI: Nematlclde Namacur) 2.250 GAL 66.55 
FRow Fertilizer fl-1219) 8.5 CWT 12.80 
TPW: Insecticide Ortfiane) t LB 10.16 
Sidedrese: 15-0-14) i.SOCTfT 14.25 
Insecticide Olpel) 0.5 LB ii.io 
Insecticide (Orthene) ;; 2 LB 10.16 
SucKer Control Contact) 3 8 QAL 10.90 
SucXer Control MH ) i.5 GAL i3.3i 
Federal Crop 4 Hall Ins. 1,00 ACRE 165,00 
Cover Crop: Rye Seed 2.00 BU 8.50 
Tobacco Curing Fuel 25 C.VT 9.01 
Building Insurance & Elec. i ACRE 32.50 
Marketing Charges 25 CWT 6.79 
Tractor, Equipment, Fuel & Repairs i ACRE 385.33 
Hired Labor i20 HOURS 7.36 
ANNUAL OPERATINQ CAPITOL 5755.19 9.SON 

8.04 
18.80 

7.85 
10.31 

1 .00 
5.91 
0.52 
0.57 
0.65 

53.25 

14 ,06 
4 . 26 
40.91 
25.26 
149.74 
83.20 
10.16 
21 .38 
5.55 
20.32 
39.24 
19.97 
165.00 
17.00 

200.25 
32.50 
169.75 
385.33 
883.20 
71 .74 

TOTAL OPERATING COSTS S2,412 06 , 

Returns to Land, (Quota), 
C a p i t a l , Mactiinery, Overtiead, & Managenent S2,037 94 , 

MACHINERY & eQUIPMENT FIXED COSTS 743. 09 

Returns to Land, (Quota), Overtiead & Mgat. $1,294. 85 
a a a a a a a a B a a a 

SUIMARY 

S per ACRE $ per C'ATT YOUR FARM 

PLANT BED 
CHEMICALS 
FERTILIZEB: 4 LIMB 
CURINO FUEL r ̂  
MARKETINO 
HIRED LABOR 
MACHINERY 4 EQUIPMENT 
OPERATINO OVBRHEAO 
FIXED COSTS 

53.25 2.13 
315.40 12.62 
118.64 4.75 
200.25 8.01 
169.75 8.79 
883.20 35.33 
389.33 15.41 
286.24 11.45 
740.09 29.72 

3188.18 iae.2i 

RETURNS TO LAND, QUOTAi OVERHEAD 4 MGMT. 51.79 

lie 
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1997 Flue-Cured Tobacco Profitability Worksheet 

I 11 M CiU.ANTirV IJNII PKIO 

RECEIPTS (lbs) 

COSTS 
Planted OOOs) 
INKrogen (lbs) 
;P20S(lb*) 
|K20(lb«) 
:Ume (ton) 
;Pefticidec 
Applications fert & GPP 
'Machinery & repair* 
ILabor (twurs) 
ICuring Fuel (LP) (gab) 
iCrop Insurance 
^Land rent 
^QuoU rent (lbs) 
IWaretKMise fee (lbs) 
inspection & grading 
:No-net Cost (lbs) 
ilnterect (9 mos) 

•TOTAL COSTS 
INet Above Coste 

2^4001 

2/400|' 

"2,4001 • 
$1)010' 

- -•• j - • •'• 
2,400 $1.75 

~ " ' 1 ' " •••• • •• 
35.00 

0.27 
0.30 

_ _140, 0.13 

• " • ^ • 1 XX' 32.00 

•• •. 
5.00 

. . . . 

120i 

• 
7i 

_ ~" 240j ; "0.7I 

IOTA I 
__ ' 1 l A . .. 

YOUR TARM 

0.4{ 

O.ObI 

0.01 

0.01 

8.0% 

.1. 

$4,200; 

$181 
" '$24i" 

$181 

$16j 
"$315| 

$iol 
$3851 
$840| 
$168| 
$165{ 

' ! 
$96ol 
$144! 

^$24! ' 

"$24! ' 
'"$811" 

...... 

$3/t19l 
.J78l! 

Flue-cured Net Income per acre for $3,400 costs 
Flue-cured Price ($/Bu) 

VII I I ; h'i K A( Kl. UJU) 

1,800 
1,900 
2,000 
2,100 
2,200 
2,300 
2,400 
2,500 

_$1.65l _ 
($430)!" 
($265>_ 

J$100)j _ l 
_ ^$65 i_ 

$230 j 
JS3954__ 

$1.70! 
($340)i' 
($170) 

$560 i 
$725 

$0 
$170 i 
$340j 

$5ib1 
$6.80 
$850 

$1,75 1 

($250)1 

$100! 
_$275 ; 
$450 i 
$625 I 
$800 i 

"$975 1 

^ 1 . 8 0 
($160)1 

$20 
$200 

Xi380 
$560 
$740 
$920 

ivioo 

$1.85 j 
""($70)1 
$115 ! 
$300! 

$6701 
"'$85Si 
$1,040 i 
$1,225 j 

$r^J 
$210j 
$400 

^ $ 5 9 0 
$780 
$970 

$1,160 
$1,350 

Tuesday, July 01 , 1997 10:17 AM 



1997 Flue-Cured Tobacco Profitability Worksheet 

I . . 2,600 i _ _ 
2,700 i 

$890 I 
$1,055; 

$1,020 I 
$1,190! 

$1,150: 

$1,325! 
$1,280 I 
$ M 6 0 | 

$1/»10) 

$1^95!.:>o 

Page 2 of 2 

$1,540 I 
$1,730! 

Return to Crop Costs of Production 

Return lo Table of C< stents 

Download Microsoft Excel Worksheet 

Prepared by 
Charlie Hubbard 

Agronomist 
(804)527-1304 

Bill l.oveldce 
Professional Field Sales Associate 

Office (575) 595-6442 
FAX (575) 596-1605 

Mobile (757) 642-8858 

Joe Coffey 
Vice President 

Southem States Cooperative 

Joe.CoffeY(^ss<:oop.com 

Tuesday, July 01, 1997 10:17 AM 
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MPCI Quote 

Proposed Crop Insurance for: 
Any Farmer 

CROP: 

PRICE ELECTION: 

ACRES: 

INTEREST: 

TOBACCO 

1.77 

1.0 

100% 

TYPE: 

RISK 

HAIL 

11A 

T12 

WITH 

COUNTY:. - , 

APH T YIELD: 

Loss Coverage 
65 7o 70% 

5% 

10% 

15% 

25% 

35% 

50% 

55% 

70% 

90% $ 

1007o $ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

518 

690 

1208 

1898 

2243 

173 

690 

863 

1805 

2071 

2416 

HALIFAX 

1950 

75% 

345 

863 

1354 

1553 

2243 

2589 

Premium $ 49.70 75.69 114.86 

Guarantee Per MPCI Per Acre MPCI Cost Per Base Rate Subsidy 
Acre $100 

65% T268 49.70 2.22 3.80 $35 

70% 1365 75:69 3.13 4.60 $35 

75% 1463 114.86 4.44 5.80 $35 

DISCLAIMER, This proposal lis ah insurance quote based on the yieW given by ttie producer. This quote is not a 
binding insurance offer or schedule of perfbrnriance. : 

ADMINISTRATIVE FEES are added tothe TOTAL PREMIUM. :: ^ 

20 



MPCI Quote 

Proposed Crop Insurance for: 
Any Farmer 

CROP: 

PRICE ELECTION 

ACRES: 

INTEREST: 

TOBACCO TYPE: 

1.70 R'SK 

1.0 HAIL 

100% 

Loss Coverage 
65% 

031 

A01 

W I T H 

COUNTY: 

APH T YIELD: 

70% 

SCOTT 

2500 

75% 
5% $ 

10% $ 

15% $ 

25% 

•$ 35% $ 212 425 

50% $ 638 850 1062 

55% $ 850 : 1063 1275 

70% $ 1488 1700 1913 

90% $ 2338 . 2 5 5 0 2763 

100% $ 2763 2975 3188 

Premium $ 104.68 160.05 243.84 

Guarantee Per MPCI Per Acre MPCI Cost Per Base Rate Subsidy 
Acre $100 

Subsidy 

65% 1625 104.68 3.79 6.50 $75 
70% 1750 160.05 5.38 7.90 $75 
75% 1875 243.84 7.65 10.00 $75 

DISCLAIMER: This proposal is an insurance quote based on the yield given by the producer. This quote is not a 
binding insurance offer or schedule of performance, 

ADMINISTRATIVE FEES are added to the TOTAL PREMIUM, , 

li 
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MULTIPl E PERIL CROP INSURANC F 
MPCI industry Summaru Ry Crofi fnr VIRGINIA 

[ ^ ( i n i ; i i i r 

CRor 

Is TOBACCO 

SOYBEAkNS 

t .JIAJOFS 

lOMATOES-FRESH 

BARL(Y 

-.r-.-----. • -_-

• ̂  :• -• • .• -. -
- - ~ • 

P R O r E C T l O N N E I l O l A L . LOs?.FS (Liihiliry • « n,oM P i y m * n ' i » 
I N FORCt ACRES P R I M l i / M PA/t) loss ECONOMIC F C O N O ! ^ ( 

EAR (DOL.» INSURED i r m p i l l>Ol » RATIO S fCURITY ' I M P A O ' 

90-94 30.o<,5 174 0^.157.94^' :4 "14 3>' 
81-94 .VI ••*•••> .WI 52,(^16 T rw! .-- 1*1 104 •-f, » 45.2.;-.?v 

8H i9,2M..'<'J? 25 «l» I - i-\Ry.' ; '•'y.y^ 176 296 071 0^5 ;'',254 >>--
89 fa5,19:,f)94 27,973 ;,'-V*489 2 9"-,726 \K 325,963,470 14,988,6>^ 
90 74,664,747 ; 31,5111 2,'.:22 047 ' 604 «)6 •M r3,31V73:-' 8,02ll,n>) 
91 :^4.783,241 29,ft'>3 2 30-,09"• 9^-457 41 r.l,916.2D5 1,687,2/^1 
92 ^7,i?6.076 ^.::5o.6vi; 051,',>57 42 336780,3811 4.-55.28? 
93 62,603,339 24,73- 1.94A.h-v 5 823,27r :9o 313,026,695 2<J 116.?*' 

59,642,82- 56,74- 1.880,03t 6-8.071 36 298,214,135 3.390,35< 
379.052,130 171,442 1(1,4'j8,685 9.993.856 96 1.695,261,151.: 49 969,2»" 

H i ' 892,.398.692 421.583 24.y^,pQ»i "2.6611 9)yi 132 4.461.903 16<1 16Wkj,94-. 

8fl M,84r ,4% 57.521 1.6*5 ? 13 4»i.' W 79 1=̂ " 2 r 4«H :.411,Q.=i1 
89 34,-96,2*1. 59,197 i . W . v y i . "^8.980 r3.081,i»S 2.844,*jri 
9.1 36,27.1,221 61.5?* l>'i8.R15 51 .\»« IHI,.366,105 256. -4 " 
91 ,15,.5n,74A 60.8— '.6.M.4.>i- 2 177,5Vj,73n 138,365 
92 35,5.M.234 58,632 ! 846,ia» .'5M56 19 177.771,170 l ,785,7r 
9? 38,'.'27,788 57,389 1,836,416 11 40?,37i'. 621 190,138,940 57.026,6<f 
94 44,869,745 68,904 • 2,185,874' 261 971 12 224,348,725 1,309,1155 

9^94 190,236,734 307,560 9,5(1771; 12.ir>3,46H 127 951,183,670 60,517.Ml' 
81-94 486,833,706 86'J,631 26,31! 241- •-",464,072 104 2,434,168,''30 137,324,a«i 

86 5,547,7W 78. IM 443,a45: 61ij.-()0 138 27,738,915 3,0=3.54-
89 7,627,822 88,U4 584 791' 201.169 50 38,139,110 1,4 5 5,84« 
9̂ .1 6,388,217 79,6H3 485,(iI5. 423.858 88 . . - 31,941,085 • 2 119 > i 
91 4,M4,8u9 57,769 .^2.222 6416.34 187 23,224,045 .3,2'. > • 
92 3.747,7'M 45,957 3211^96 • ;2<:211- 6? 18,738.520 . 1 01".6r-
03 4. .v.v, ;^ i 50,563 382 846 1 403.57(1 367 21,845,76(1 7,or V-
94 11 i . '5 ,¥5 136,583 9;i,.3MV 08-616 107 55,877 525 4,938,08.1 

911-94 3< '2?,.3i^'' 372,555 2,450,464 3 ^58.V13 149 151,626,035 18,294.015 
81-94 9' «>,-41 1,032,874 •,2r.l.''5 n 280 637 156 458,743,705 . 56,448,185 

88 M 5 , 5 - l 1.742 '5,84^ .' ^ .4,227,855 0 
89 111,385 218 7.65^1 :? 583 2(1? 557,925 r-,915 
00 .5 .500 3*̂ 7 it.?6<.': 0 0 • 677.yt) 0 

165,666 U tM' ^ 25,240 180 828,33f 126.200 
s.- 2 '4 ,3V 528 > 6Q2 I) 0 1,371.680 0 
"3 317,252 5M 31,04- 95,299 307 1,586,260 476,405 
94 l,08fl.915 1,728 • I1.7 ).>, '23 999 3i>2 5,444,575 1.619.795 

9fV94 ,\M.:i,6*o 7,475 ;oO,85n 444.498 233 10,108,345 2,222,490 
81-94 3.233 548 5 988 . - 748. •'•i4 477,3-»5 192 16,167,74(1 .2,386,875 

89 267,8.>.' 184 17 4' '0 0 (1 1,339,251 0 
90 301.558 182 13.34; 11,941.. 51 1,507,79^^ 59.700 
0 ] 344,146 19? 28,496 7,382 ,V 1,720,73'' .VS.910 
92 35-464 \25<:' >.' 741 : ,2: I5o. i?o : 1,787,320 •. 105,7yi 
93 .•?9,974 • 3-8' -. 4J< 0;f> "46 . « i ;": 98 . . 2,799.870 2.34,90.:' 
94 1,2M,083 . 510' . 108,5«9 1f?,446 • r 5 fi.320.415 . 947;2>.' 

9(1-94 2,827,215 • .i-5i:. X- 232.-5 2^.^8?« 14,136,115 • ... 1.3'S4;4<»-i-
81-94 3,0*^,075 256:58.:: 2-6.898 108 " .t5,475,.17S " i.354.-49r: 

88 21,780 A3 (. (1 lOR.ooiT ri 

81-94 21,7* ; 1->-.- 'in 
I 

i l n 108,000 n 

88 .392,?;'. . 7.162.-.' -' 2.V507 '••. 'A-'V' • 71 • 1,961,601.-. .24 6>.i 
89 447,8fll : ^ .".663 - : : - 3 - > r':-' : -1,- ; , ?.no oin • T, = .'>U' 

; 911 -tS"* 3 1 ; j 6 , 166 ; ' ' •2»..85: ; ' ,»v • . .11... 2.4166*<^' . 15.0>i 
91 5.978 -•.1*2 124 : 2,4.30,37' 18V7tO 
92 i ^ . 3 « 1:4.494 • H 0S2 • 37 • 1.637,41-

• 1 " l-^l 

• 
« 852 2fo 1,5H5.520 219.26I-' 

^< 28«i,.5--J- ; 3.687 ; :19,48-- >1 461 16; 1,402 985 157 y . ; 
9')-94 1,894 591 '4,325 1:1 M 7 ; »24 ,4 i l - - • '622 l''? 
81-94 4.06;.23* ; % 226 •' .^^5.1Wli^ '14V"- ' . ' 20>11.181' • ! '2 ' ' ' 7'-̂  • . 
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1996 Crop YtB.ir Tobacco-Only MPCI Data of Tobacco States as of 5/12/97 

POL UNITS I 
ST CROP POL EARN POL EARN .1 UNITS NET TOTAL LOSS 

ABBR; ABBR SOLD PREM INDEM PREM 1 INDEM ACRES LL<BILITY 1 PREMIUM SUBSIDY INDEMNITY RATIO 
U.S. All Crops 2.242.688 1.619.762 389.786 -3.208.320 503.813 204.525.226 26,731.057,849 1,827,180,723 975.569.871 1.475.401.819 0.81 

AL TOB 8 8 0 18 0 363 813.484 30,953 8.794 0 0 
CT TOB 54 50 0 117 0 1.624 8.323.047 418.593 254.783 ; 0 0 
FL TOB 242 202 2 218 2 6.071 11.048.167 266.242 170.877 57.625 0.22 
GA TOB 1.866 1.506 46 2.3691 54 40,673 85.923.543 2.960.017 1,321.440 1.649.559 / 0.56 
IN TOB 1.597 828 96 1,0891 107 3,138 6.267,007 337.768 182.227 406.979 ; 1.2 
KY TOB 40,497 30.670 1,865 40,995 i 2.055 111,411 180.103.898 7.406.992 5.436.825 4.744.614 0.64 
MA TOB 45 36 0 471 0 695 3.389.363 130,842 110.498 0 0 
MD TOB 58 49 3 581 3 687 482.594 13.484 11.823 3,851 0.29 
MO ITOB 564 393 5 5591 5 1,504 2.110,390 132,649 101.689 11,645 Q.09 
NC ITOB 

i 
18,828 15.266 4.130 37,1321 7,759 260,389 597,413,233 18.136.919 6.934.639 69,229,636 3.82 

OH TOB 2.339 1.670 358 2,129| • 414 4.787 6.975.428 416.633 297,775 703.633 1-.69 
PA TOB 25 17 1 171. - '.M. 203 149.276 : . 5,637 3.916 173 0.03 
SC ITOB 2,156 1.817 289 5,115 501 48,594 112.689.801 3,603,526 1.534,194 5.033.842 1.4 
TN ITOB 12.693 9.357 1.185 11,910 1.446 29.501 48.132.917 3,134.080 2.043.904 3,904.363 1.25 
VA ITOB 1 7.102 5.442 911 8.8741 1,127 41.412 88,012,669 2.979.956 1.235.627 3.549.049 1.19 
WI iTOB - 809 562 159 844 188 2.031 4.024.769 158.397 59.704 391.211 2.47 
WV ITOB ! 633 542 143 6011: 158 1.204 1,364,195 123.612 94.119 214.861 . 1.74 
Ail U.S. Totwccol 89,516 68.415 9.193 112,0921 13,820 554.287 1.157,223,781 40.256,300 19,802.8341 89,901,041 2.23 
Tob V. All Crops: 4.0% 4.2% 2.4% 3.5%: 2.7% 0.3% 4.3% 1 2.2% 2.0%! 6.1% 

I 1 

1 TOB IFCAT 45,890 34.430 1,989 44.326 : 2.134 154,446 198,357,939 6.757,534 6,757,534 i 1,973,005 0.29 
IRBUP 35,790 28.496 7.011 60.518; 11,495 340,441 889,383.5561 31,655,056 11,201,590 87,560,707 2.77 
IRCAT 7,836 5.489 193 7,248 i 191 59,400 69,482,286 1.843.710 1.843,710 367,329 0.2 

TOB 89.516 68,415 9,193 112,0921 13.820 554,2871 1.157,223.7811 40.256.300 19.802.8341 89.901.0411 2.23 

Provided as a Service by American Assn. of Crop Insurers Source: FCIC/RMA;96tobst;tobacco 



1996 Crop Year Tobacco-Only MPCI Data of Tobacco States as of 5/12/97 
Ranked by Policies Sold 

1 i . POL UNITS 
ST 1 CROP 1 POL EARN POL EARN UNITS NET .,• TOTAL LOSS 

ABBRj ABBR SOLD PREM INDEM PREM INDEM ACRES LIABILITY PREMIUM SUBSIDY INDEMNFTY RATIO 
U.S. All Crops 2.242.688 1,619,762 389.786 3.208.320 503.813 204,525,226 26.731.057.849 1.827.180.723 975.569.871 1,475,401,819 0.81 

' '' 

; •• -•^ •. :•.'-'• •:;• • 
KY TOB 40.497 30,670 1.865 40,995 , 2.055 111,411 180.103.898 7.406.992 5,436,825 4.744.6T4 0.64 
NC TOB 18,828 15,266 4.130 37,132 7.759 260.389 597,413.233 18.136.919 6,934.639 69.229.636 3.82 
TN TOB 12,693 9,357 1.185 11,910 1,446 29.501 48.132.917 3.134.080 2.043,904 3.904;363 1.25 
VA TOB 7.102 5,442 911 8,874 1,127 41.412 88,012.669 2.979.956 1,235.627 3,549,049 1.19 
OH TOB 2,339 1.670 358 2,129 414 4.787 6.975.428 416,633 297.775 703,633 1.60 
SC TOB 1 2.156 1,817 289 5.115 501 48.594 112.689.801 3.603.526 1.534.194 5,033.842 1.4 
GA TOB i 1.866 1.506 46 2.369 54 40.673 85.923.543 2.960.017 1.321,440 1,649.559 0.56 
IN TOB 1.597 828 96 1.089 107 3.138 6.267.007 337.768 182.227 406.979 1.2 
WI TOB 1 809 562 159 844 188 2.031 4.024.769 158.397 59.704 .391.211 2.47 
WV TOB I 633 542 143 601 ; 158 1.204 1,364,195 123.612 94,119 . , 214.861 1.74 
MO TOB ; 564 393 5 559 .... 5 1.504 2.110.390 132.649 101.689 11.645 0.09 
FL TOB 242 202 2 218 2 6,071 11.048.167 266.242 170.877 57.625 0.22 
MD TOB ! 58 49 3 58 3 687 482.594 13.484 11.823 3.851 0.29 
CT TOB i 54 50 0 117 0 1,624 8.323.047 418.593 254.783 0 0 
MA TOB j 45 36 0 ...... .......... ... Q . 695 3.389.363 130.842 110.496 ............ 0 0 
PA TOB 1 25 17 1 17 • 1 203 149.276 5.637 3,916 173 0.03 
AL TOB I 8 8 0 18 0 363 813.484 30,953 8.794 0 0 
All U.S. Tobacco! 89.516 68.415 9.193 112.092 13,820 554,287 1.157.223.781 40.256.300 19,802.8341 89.901.041 2.23 

i 
TOB FCAT 45.890 34.430 1.989 44,326 2,134 154,446 198.357.939 6.757.534 6,757.534 1.973.005 0.29 

RBUP 1 35.790 28.496 7.011 60,518 11,495 340.441 889.383.556 31.655.056 11.201.590 87.560.707 2.77 
RCAT 1 7.836 5,489 193 7,248 191 59,400 69.482,286 1.843,710 1.843,710 367.329 0.2 

TOB 1 89.516 68,415 9.193 112,092 13.8201 554,287 1.157.223.781 40,256,300 19.802,8341 89,901,041 2.23 

Provided as a Service by American Assn. of Crop Insurers Source: FCIC/RMA:96tobst;tobacco-Ranlced 



P O TOBA c e o ANALYSIS - C O S T S 1 

• .-
Admin Loss Total 

Year Tolal Premium Subsidy Farmer Pd Prem. Indemnities Excess Loss Expense Ratio Costs 
1984 S 24,601,231 S ; 4.977.359 $ 19.623,872 S 12,208,740 $ (7.415.132) S 7,626,382 0.496 $ 211,250 
1985 S 18,124,437 S 3,319,443 $ - 14,804,994 S 10,673.124 $ (4.131,870) s 5.618,575 0.589 $ 1.486,705 
1986 s 13,710,320 $ 2.416,863 S 11,293,457 S 23.735,017 $ 12,441,560 s 4,250,199 1.731 S 16,691,759 
1987 s 14,891,528 $ 2,719,809 $ 12.171,719 $ 22.777,069 % 10,605,350 $ 4,616,374 1.530 $ 15,221,724 
1988 $ 16,920,657 $ 3,142,341 s 13,778,316 $ 15.422,878 S 1,644,562 $ 5.245,404 0911 $ 6,889,966 
1989 s 18,294,124 s 3,462,916 $ 14,831,208 s 30,927,002 S 16.095,794 $ 5.671,178 1 691 s 21,766,972 
1990 s 22.186,552 s 4,279.835 $ 17,906.717 $ 20,303,895 s 2.397.178 1 ^ 6.877,831 0.915 s 9.275,009 
1991 s 24,216,033 s 4,819,559 $ 19,396.474 $ 23,556,573 $ 4,160,099 $ 7,506.970 0,973 s 11.667.069 
1992 $ 25,304,863 s 5,105,896 $ 20,198,967 s 29.564.413 $ 9.365,446 $ 7,844;5P8 ^ 1 168 $̂ 17:209.954 
1993 s 23.835,184 $ 5.020,395 $ 18,814.789 $ 48,943,302 $ 30.128,513 $ 7,388,907 2,053 5 37,517.420 
T994 s 22.310,289 s 4.796,522 s 17,513.767 s 20,021.456 $ 2.507,689 s 6.916,190 0 897 $ 9,423,879 

1995 feat s 7,608,096 s 7,608,096 $ - s 3,998.146 s 3.998,146 n/a 0 526 S 3.998,146 
1995 rcat s 1.793,258 $ 1,793,258 $ $ 1.191,449 $ 1,191,449 S 252,849 0 664 $ 1.444,298 

1995 rbup s 23,659,693 s 7,569,016 $ 16,090.677 $ 88,755,003 s 72.664.326 s 7.334.505 3.751 S 79,998,83 1 
tot 95 $ 33.061,047 s 16,970,370 s 16,090.677 $ 93,944,598 s 77,853.921 s 7,587.354 2.842 $ 85,441.275 

1996 feat 6.763.105 6,763,105 0 1.922.671 $ 1.922,671 rva i 0.28 $ 1,922,671 
1996 rcat 1,844,074 1,844,0741 0 366,911 $ 366,911 S 260,014 0 2 s 626,925 

1996rbup 31,583,745 11,178,615 20,405,130 87.376,746 $ 66,971,616 $ 9,790,961 2.77 $ 76,762,577 
tot 96 S 40.190,924 $ 19,785.794 $ '20,405,130 $ 89.666,328 5 69,261,198 $ 10,050.975 2.231 $ 79,312.173 

1 •1 • " . . * 

g.'«4-96 s 22,895;938 s 6416,700 $ 16,679037 S 33,980,338 S 17,301,101 s 6,707,757 1.484 s 24,008,858 
g. •84-'94 s 20,399,565 s 4,005,540 S 16,394,025 S 23,466,679 s 7,072,654 $ 6,323,865 1.150 $ 13,396,519 

« FSA CAT policy, rcat = Reinsured CAT policy, ibup = Reinsured Buy-up Polic>' 

- I 

> 

r- iNi 
m 

Pr»vidc4 aj a Service bv A A C I 
Source of Data: ORM/FCIC 

TOBj>-9 

(§1 



I • I I I I ( I • t I I I 

p' i.)v;iion Characteristics 

/v.c*.»rding lo preliminary 1992 Census of Agnculhiff 
estimates, about 124.000 U.S. farms prcxluced lohacco 
Uiat year (table 1). About 62 percent of the fanns 
were located in Nortii Carolina and Kentxjcky. the ma 
lor tobacco-producing States 

Tlic average U.S. farm grew about 6.7 acre-s of t(v-
bac 0. Tobacco acreage per farm varied 
gcogiaphlcally, ranging from 2.1 acres in West Vir­
ginia to 33 9 acres In ConnccticuL Aaeage also 
varied by type of tobacco grown. In Slates where flue-
cured predominates, average acreage varied from 16 
to 2(S. Among hurley-producing States, average acre 
age fHjiged from 2 to 5. The high average In 
ComicxiJcut represents large vertically Integrated dgar 
wrapper operations; cigar binder farms in tliis State 
are much smaller. 

Census figures do not reveal the number of flue-cured 
ajid burley producers. However, data from U S De­
partment of Agriculhire (USDA) surveys provide 

infdinaiion alKiut faim diaractfiislics cf llicse kind*; 
of tobac co 

Tonuro Arrangements 

Although nu sainpling Uic entire flue-cured popula 
tion. a survey of farms In 1991 showed only 7 pcr-ent 
of Uie flue-cured operators owned Uie entire lobarro 
quota they produced, about 21 percent rented all UKIT 
quou (Uie right to produce and sell a specified quan-
Uty of tobacco), and Uie remaining 72 percent boUi 
owned and rented quota. Based on a survey of farms 
In 1989 thai may no( reflect Burley Bell population av­
erages. 48 percent of operators grew Uieir enUre 
tobacco acreage on quota allotments Uiey owned. 
Ahout 19 percent rented all Uielr bmley quota, and the 
remaining 33 percenlproduced tobacco on acreage 
combining owned, rented, or leased quota lo 1989. 
Lease and transfer of quotifi refers to an arrangement 
whereby the quota is grown on a farm other Uian Uie 
one to which It Is assigned (lease and transfer of flue-
cured quotas was eliminated In 1987 but reinstated for 
(lisa-ster condiUons beginning in 1988), Renting refers 

Table 1--Number.onarms. acres, and average acres of tobacco oh farms growing tobacco, 1992 

Tobacco 
Farm acreage State 

Average tobacco 
acreage per farm 

Number — ^ -

Alabama 14 335 239 

Conr^ecticut 43 1.456 339 

Florida 233 6.926 29.7 

Georgia 1,658 40.403 24,4 

Indiana ?,946 9,1/0 3.1 

Kansas 12 37 3.1 

Kentucky 59,373 268,140 4,5 

Maryland 951 8.470 : 8,9 

Massachusetts 27 400 14.8 

Missouri 454 1.846 4.1 

North Carolina 17.625 . 283.900 16 1 

Ohio 3.487 11.006 32 

Pennsylvania 1.348 8.44S 6.3 

South Carolina 1.965 50.194 255 

Tennessee P2.953 /5.621 3,3 

Virginia 8.444 55.419 66 

West Virginia 1,003 2.07? 2 1 

Wisconsin 1.7P9 7.379 4 3 
A 

Other States 5 12 Z.4 

UrMted States 124,270 831.233 6.7 



HEALTH/ADVOCATES DEFEND TOBACCO PROGRAM 

Tobacco ^ 
famers 

i p̂porters 
Some health advocates 
back price supports 
'BT Bvt Onou Me U m Lucw 

M«t»h»li Btnti. I Iknry'Counti:' 
lobicw fomni. cimldn't btlltn hja ' 
»>n. I'uMic hwliir»dvoaiJ«i It « 
rK»fii nmung In faHifh, .f<.C„ 
wf* dtrindlDf hdtfal price 
sii|)pxt prô dni for lotaoca 

ijfojrsm hat long bcM on« 
tl Ihc iirtri tcnukin| itiov*fmn|'i b 
•©fill iwHiu (or vVmiMilan. , 

il>»d« br il".B»mj wî . -Bur whw '., 
yw ihinli »boui k, whai Owjr Winr-̂ ' 
Il lo l>t lure ihert'i nor tht»p lo ' 

haCCO 0\it Ihtft fOf, (h« fOmMolf* 

III Wh.-il WuulO bf il >lt;im|n|; 
«io*cr< light)'( 10 pr(ktr»i- tj» 
prict wppon |j)Ojfim hivi- (ound 
t potenilvl ill)- In tn« unliktliqt ol 
p acM: imoiw halth idvoaio.. 
•.: Al ih« )(ti«ixh mttdni, UHBVI; 
Ŵ Ocrt wtrt tlKOUflftd to iMar .•' 
out or (S« nalion'i pr«m|tr iiwi.' "' 
jniokiMg tobtyistx. ScgU bllin. d^'i 
(fK) ih« iobi«ft profnm ii a bar-' 
ri<r to cigirnii price cut'lot thai 
!«tiuM ttKou-Agtf ntorr Hnoklni 
: In ( mfni lrmnr>tV>.,jiui|i.,-

»"»_P'mdtfil ol tNi "^^^ 

ib«d Ih* pllghi ef lobkc's hna-«? 
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TOBACCO: Health 
advocates defend 
price support 

I^M P>«i ONI 

li'iili; knri KI(JJK,II I|I,;M Ir.imJiti .. 

irHhr-biWtlffU T;T iPii^^inif '«nuli«t.' V 
"SSKT ~ • 

ItKrtrt nurniilii. « spoktawoTan for 
Philip Motili III f^tn Yj(k, yiM HWDfd 
liken aback \)Y Dnnln'i lupport of ih< 
pri(t fuppon oroBian "That't cirinlnly 

I an mlpriiitlni lndirtn'n«\," lh» l*id. 
I Duragln u ilwt ,-inil'finok>n| (urin 
I yt»r« hive iitrli rotirtiil| TUIMIM* 

liirmrit, Mylnf̂  In drivr ,1 wtdgr bfin'««n 
ihem »nd ihi' ci|:i4Mi« .iflipnulM,' Wlvii'i 
f.t'i i« ihHi ilif Miibtii Wood MiiHkxi 
Poiitidaiion ill puiiinR niunry hahlitd the 
rflorU." »he ttid 

Th« Robtri Wood /ohn»n Fouiytoimii. 
'A-hich aimt lo rbdiic'i wî iiklng. hai htm) 

I rd OUI 4lwut Sl.S millimi In gniut dutinf 
lhe pd̂ ii lour fcirvfifl IMIMI rtlaiid lu \c-
bfm.i (urmw* 'III.- (ji.ipH aft dtsJjtx/d tn 
.-.runioi.. dulogii. b*r..«»n I'.Kinni t.im 
f t nnd pr.hHi ho^liii ndvivaiii m-J tc 

I -fiiroli liir .iihii wnvs ii)l)Of(,v iiwnniuni 
I lift c»n ii|dkc nil nrv 

Dafiiflin. tvho wild Philii) Mon l» ,up 
jJorU inc pMcij MpjaiT prei/tJir aSa iy 
oitrro Fit mum In myriiu *rii>« w H an 
miltr xiiinmli 6»i«vWTtf5ini'iinJjZ5»r 
tv iitiircitca HI l?<iiiIKll«e. .Vii, .-wa* pwi to-
gclhtr: wild miK-h i.iiilitni _ bix vtiKiOi-

no «Kcittn»»m.' 
But IRP •|jrit?))f i o( !inti-«inokiiig 

ffi ctt liniiij; up hi hind ili« prict lui/vwi 
niogram l> g.!nitrii|ing wm« i^iciirmcn! 
«inoiiy Kaniucfcy Kn-wer* Domi)' MtKin 
My. CEOuf lh| fliivli)- Tobliccu Ci:'w»r< 
,̂ 1̂lWJî lt̂ un In ).|icliigtOil, WAI ani«rg 
80 |)cople in RalHuh, 

McKinney Mik' »uw»j(l IfOir lh< ^nii 
'.imokinu lobby could litlp i K t>fogf»m 
*iirviv« i|ii rtgnlnr .Vw-k-kj ii hj« ri\rWt^ 
111 Omgie« 'Il could "x iht i.(ui>u;ii|pii 
ifir lirhing <Kurt i k prujiriini nV», ROI '• 

U.S. Ktp. Vf.ii) Hhrtltr. I) Lt^inuio i. 
•KKKl. Kroni Ihc f.irniur*' iinvdpolm. 
Dacslir Mid ilie nic»i diinj>ffo«< luaauli 
in W^»hlnmon would ht un thi pfOBnwn 
ilxlf." 

Tlif fmniri ihi,t ttrnwii nnd (onx 
.inii flnoktrtg iKti« i<l> liki about iht fcdcr 
.11 program -t ih(i way it a»ur* i whyi 
•MiKinnrv ralhi "ariilicitlly high p(lff»" 
(ur ih» lobscco ihai Amftii\4n fiiinn ( jf ;i 
lu cigaif iir maiiulauurc/t 

"hilniinaiiiig ihr prcram .. touM. m 
taci, r«uh m w^tittd coniumpiioo of to ­
bacco product!,* Ballin nM. 

Doing away wlik tha ftdtral fingrtm 
nnd reptdcing It with a fVta mariiM trouU 
llkriy drive dô n̂ tha pr l« farmen gai 
for raw tobucco. lald QaVld AUman . 
gjbl't haalth P V O J W T W T ^ 
CSirrir(r;,TiioT"wodia tiRa le vnaRuv 
luwvr ih< roai nf oimirtttM, (trompting 
rnort paopit lo xmofce, tald Alth«n. wh<i 
pttvf ltd hii viewa ai ih« giltigh cOA(«c 
ence. 

Wh ir ihiy wf iconie th* potential halp, 
i;ot III! iftbiccn fsiinaii agree wlih Air 
nifln't hypoihi)i||i. Harold Praiher of U.i 
indior 'laid furnira rtcalve onl> < nickel 
IcOin llic n.ilp nr » imck Of Cig»f<tlrt, mak 
ing Ihe toil of iNw n)l«cro .in Iniignlfi 
••am fai Kr." 

U'.il MtKinroy noiad that ailr a^ymj^ 

(limy tOvanknng or 5̂ iRi« 
•—WTntnowrrrfrmirTTnd am. 
^moklr̂ x nflivistii hii\ i v|twtd each other 
ai biifrt entmic*. That p<rc*Dik>n pmiai* 
wilh lonie in bnih cinipi and ilia public 
r>«i\itli advuMin (.rt fai ftntn imiird in 
oitnpor'ing iht letlur .l i»M><{!i;.l)mram 

Sill, ifia duiiocoa rtprrMmii a CIUIIM. 
Rebeiia Rt^u . dIrKior«(iha SoiglR 

ef n Tobacco CatntnwnltlM ^^)«tt, wh|«h 
halpwf Of ganUa U»a Ralalgti maacing. " 
public h«alU) tdvocatta uaad to til 
u i ^ l ^ x t m M t bgl MV* viih (amacn 

During \ h » \ t i faw yaara, aAti a/MK 
Irg actlvlail hart btfun to aeak a baitar 
»u;d«j<ifc.KJinjjonir;n|^ Ojwtlona, Ml* 

Jii^iii.. , 

* r re iioin« a.tYnjyog^lt^TrtltR^f ihe 
Xa.40mg la aivD daclnial 

' ' M t t n w K k KemwJiy builty Itadt^v 
h»»e quietir » W to nplam litinatUfi t«>, 
health advocaut O«»«niboro (nmtt Dod, 
Kuijiil. praiidani of ih» burley coop; 
arri,n||»d metllngi with Iradtri ol h«art„ 
tl.iicer md hirg aawjclfiiioita in Kcnlixky i 
mo e iluin > >Tar aeu 

i ihink any kfnd of allianct vt cai> 
buiW haa to be a halp to ua." aaid Paul. 
Tuchtt. i Harrlaoa County lobacca. 
f»rm«f ~^ 

Duing away «nih ihf lobacro prograii. i 
would cnuaa Inwabilliy in iolwrogToi»-;.i 
mg eotT(niuiiit»f«. Alimar vaid Tobaccoti 
THl*'*) Vi'va^/ncilnit*pbiih thai 

•nXTiTniiinjt tt ini'ijtfcrit. 
WW mjjwiri iwwii Ranit tT» >*«'jm iv!laTy7i7w 
m t f m iheae diveralfkailon tffoftt. Ali-Ji 

^wfi twnii nvuy bi public hcjkti ^ that . 
^ jW^ thiog to da* . 

"IM connponi** could vae iht monay', 
IW oinarrtit odvenieing w ;o fight miok-
inl̂ •rt̂ nl«d In^aoitv Allien aaid 

Tolijfii. A OM lubaldlatd In rht aamr•, 
way aa wheat or eorii, «hara lhe govern-', 
nwni make* paymanta to fannera Toba^tj 
CO lariMr* aid tpanu'wigren pay inn a/-
Kind iliai <tybiliMi l9b«cco pricta Enh . 
ycif I!K gnMmroani v t i prodofiHan quo-v 
int liiikxrd 10 damand. 

TIAMCCJ crUtej in Conjjim aay tha 
ajvemntam couM aavr lanp^jet- tt5 miU 
•"" I vea: by cuniiig oui eapa^Ma iilated!! 

ii ih« lobncco prograra. mcludini aop i S j 
k j ' a x t and ortaoakjn agtnti wh 

Alinati aaiti he cou'd auo 
eacn prugrvn tr iK If UIU fe 

Mipuirttiiuw.' vj*mi Baiiui I 
ttfliLIHIIHII. Ml iiai II !i k teLliSS i 
f'titvmasrir dim m urn la^i 

. ^ r S a a o farraari prafw tha atatua caie? 
.But in a nod 10 poViial rtalky. b w V i c L . 
op Itadira rawwl/ acantd dank^inf a l f 
aliernatUa plan fgr kitplrg Iht prodi3*J 
iwn <̂ uet3a without any gortmment lif. 
vwlYniHrni or fimding. fJooc of the deu|h 
« ihtir dlantaaksna have b<«n madt pyS 

Aliiiian tugititt'd ihg| tn« 
f^an^iHitumt iftould piy IcTaiiy a' 
t'O'Hl CQ»v. f 

falim ulM aud he'd wutk with f i " 
V* on anntliar conitnrleut laeua. the P( 
end fVufl AdmiiiiairhiiAfl'k iigulatlaa 
rlliawiiia. llnllin laid lit wivld hava nn 
prubiin. Hiih proliibiiiiig the FOA frgqi 
benning titii.kinf. Ht alav ailid he migli 
»o(»pm »Inu ctM-ifyiiig that FDA agcn 
will nut *h</w up 14 tumta. 

eemmut 
"gwvtr 

* MCTO 
ka 

•f<w riHiny y a u i Jilt public hcul̂  
imutiiiy'i pwaptnira waa thai ;tfa 
'tfunmi a l S ^ S JaJg-S^f tWjg 

Ballin -Kw aaya: 'Wt didn'LdiuittiiJ 
hunieî orli 
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WE, THE AMERICAN TOBACCO GROWER, FEEL AS IF WE ARE AN 

ENDANGERED SPECIES. 

Our rights as honest, hard-working, God-fearing citizens, are being threatened to the utmost. 

Our founding fathers took steps to prevent big government from violating the rights of 
individuals. 

George Mason, principal writer of the Virginia Bill of Rights in 1776, stated that all men are by 
nature equally free and independent, and have certain inherent rights, of which, when they enter 
into a state of society they cannot, by any compact, deprive or divert their posterity, namely the 
enjoyment of life and liberty with the means of acquiring and possessing property and pursuing 
and obtaining happiness and safety. 

Thomas Jefferson, a short while later, incorporated these words in the Declaration of 
Independence by stating, "We hold these truths to be self evident, that all men are created equal, 
that they are endowed by their creator with certain indivisible rights, that among these are life, 
liberty, and the pursuit of happiness. 

By singling the American tobacco farmer out, our constitutional rights and privileges are being 
violated. We are, in essence, being denied the rights of life liberty, and the pursuit of happiness. 

We think all elected officials in Washington should look back at our original documents and 
assure themselves that they, in fact, are looking out for the best interest of all Americans. 

Should this legislation go forward with removal of the opportunity for tobacco farmers to 
purchase crop insurance, then many will be put in jeopardy of losing their family farms whether 
they are the small acreage operator or the larger acreage operator. 

if the elected officials of this country along with the health community want to do what is right 
then they will not push legislation which will destroy rural America. 
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l i f f Somervi l le says 
t>etter books can 

ve t r oub led farms. Learning to Manage 
Good Records Do More Than Control Debt 
B Y C H A K L E S 1. B A T C H E I . O K 

J
ames Perry says he is in irnuble. He hopes 
ihal Cli lT Somervi l le can help, so Perry 
greets Somerville and me warmly when we 
arrive at his modest farm home. 

Perry works hard, says Somerville,. His l iving 
standards are very modest. He's an experienced 
farmer who can grow a good crop. Yet, Perry 
^yy^—and Somerville coi i f irms—he is in real dan­
ger of losing Ihe farm to satisfy his creditors. The 
66-year-old black farmer has loo much debl and 
not enough income. 

What went wrong? In trying to lielp his fami­
ly, he has hurl lhe fann, suggests Somerville, 

" I need lo keep belter records," Perry explains, 
leaning on the hood of Somervi l le 's truck, 
ihoughilully smoking a cigarette. " I always meant 
u>, but I never did. But looking al il now wi lh Mr. 
Sdinerville, il liniks like I'm paying my debl and 
oihers' debt, KKI. That leaves me with noi much of 

anylliing. Last year I made about $1,000, r iglu. '" 
he says lo Somerville, who agrees. 

"You UH)k al the money coming in, and il 
looks like I am mopping up. Bul I 'm not gelling 
anything but the bills. So this year we're going to 
keep records. And I don't think 1 have any idea 
what the situation is or wi l l be until we get all the 
records down," he continues. 

The farmer ("James Perry" is a pseudonym to 
protect his privacy) has about 30 acres of flue-
cured tobacco. He rents mosi of his allotment 
from several different fanns, and owns some as. 
well. While he has some bulk barns, most of his 
leaf is cured in labor-intensive hanging barns. He. 
has plenty of family labor, bul this "advantage," 
says Somervi l le, is l ikely the root of Perry's 
money problems. 

Adult children, sons-in-law, grandchildren and 
oihers all work on the lobacco, each gel l ing a 
share of Ihe production. Of the 30 acres Perry 
grows, Somerville esliinalcs half of the income — 
but lew ol the ex|viises -goes in oihers. 

N i r l N \ 1 l \ 1 I- VKMI K • M \ \ I " 
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The result of ihis kind-hcariecl inaiiageineMi 
has been loo much debl. 

" I haven'l goilen a Idler liuni the bank, bul trom 
c\erv()ne else," IVrrv explains llidiigliirulK. Tm 
behind lo lhe ga'i people, lhe iraclor jx'ople... I ha\e 
poi more debl lhan I am able l<i pay. I niighl never 
live long enough lo pay all of il. I'm reaching oui for 
some help." he ailds. luxldinp lowaid Somerville, 
"bul I don'l know if he can do aiiylhinp. Maybe 
someone can see some potxl in il.. ." 

Somerville sums up Perry's siiiialion careful­
ly. The farmer works hard anti he knows how lo 
grow a good crop. He doesn't need lo change a 
lot of his pnxluction practices; maybe pay less 
for some lobacco allolmenis and consolidate all 
of his lobacco on one or two fanns so his older 
equipincnl will last longer. Bulk barns would W 
nice, bul llial's noi alloidahle lighl now. 

" The big problem is thai Ihc laiiii is made up 
of a lot of people, even grantlchildren. What wc 
need lo do is gel his tecorils straight where every­
one knows whal their costs are. In the past. Mr. 
Perry has been paying almost all of the costs, and 
he can't afford it. 

"He fanns on share and pays the family w ith part 
of the prtxiuclion from the fields. In some cases, he 
could have hired labor cheaper." says Somerville. 

Peny agrees, saying Ihat he needs "controls " 
He sees Ihal he is facing the heartbreak of finan­
cial mismanagement, taken lo lhe extreme. ITs a 
lesson many well-meaning, hard-w(irkiiig. caiiiig 
family fanners have learned lhe hard way. 

F O R 25 Y E A R S it's been Cliff Somerville's 
job lo Irv to help larmers such as .lames Perry 
iiiulerstand hovK use money. Il may be Ihc 
toughest assignment in agriculture. Working wilh 
smaller farmers against economic trends that 
have demanded financial sophistication and larg­
er-scale operations, Somerville has had to cope 
with most of his minority farmers not being con­
nected lo the infonnal "mainstream" support net­
work of many farm communities. And he has 
seen some discrimination. (See page 22.) 

Many of his farmers have sad stories. Lack of 
education, even lo lhe point of illiteracy, is some­
times a factor. Somerville doesn't waste his lime 
on deadbeals. lazy or stubborn people. 

Something of an agricultural social worker, 
the North Carolina A&T graduate has worked 
with Extension. Farmers Home, Virginia Stale 
LInivcrsily and. most recently. USDA's Natural 
Resource Conservation Service. ' 

During the last few- years, Somerville has wiirketl 
as part of a team of management specialists based 

Iniin Virginia Stale University who reach out lo 
fanners needing basic recordkeeping and financial 
planning help Somerville covers several counlies in 
Virginia. iiKliiiling Halilax. on Ik- North Carolina 
line, where tobacco is far and away Ihe number-one 
lanii entei]iri.se. .Some lOt minoiiiv growers are tar­
geted under the USDA oiilreach pnigrani ihal funds 
Somerville's efforts in Virginia. Similar programs 
have been set up in sumninding slates. 

Somerville gels his clients on recommenda­
tion from the Farm Service Agency when lhey 
begin falling bchiiul on paymenis. The agent vis 
its the farm anil offers his assislance. No one is., 
required to mcel with him. however. 

A part-time catlle farmer himself, Somerville 
has excellent rapport w iih many of ihe people he 
is hying to help. More impoiianl. lie is ;iii iipbcal 
guy who i,>i lii(-n(lly..o|H-ii. and ho|H liil. 

Alas, .sometimes his loh IIHMMS shiiliing down 
the fann. . 

RIDING AND TALKING on the back roads of 
Halifax County, we come upon a small develop­
ment of well-kepi mobile homes. Somerville points 
to a neal.famihouse off Ihe road and tells a story. 

"He was a lobacco and callle fanner w ith about 
SO acres who got .one, of Ihe Siitall Business 
Administraiion loans a few years ago. He qualified 
for ,S4.1.(XH). He couldn'i read or write, bul he was 
a very goixl fanner; he worked wilh Extension and 
even won some conserv ation awards. 

" riien his health got worse alter a couple of » 

Small farmers 
need better money 
management, not 
just more loans, says 
Somerville. 
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heart attacks, and farming goi d i l f i cu l i ; lhe fann 
siiflered. Then he had a stroke and died. 

"He had a daughter—she lives over there — 
hut she wanted nothing to do wnh the larni ; ii 
was a hard life lo he avoided His widow was in 
her 7()s and in debt. 

"Looking al all Ihe options, we ended up lak 
ing some of the l.ind along Ihe road and selling 
eighl lols lo pill trailer homes on. I lieii we split 
up Ihe fann. We got her some money in Ihe bank. 
Al l of thai look three years." 

Some of his clients' recordkeeping problems are 
very hiisic. "Another farmer.had tniuble with llie IRS. 
He didn't file or keep his records because he didn't 
make money, and," Somerville laughs, "the tax folks 
h i i d^ few questions. As we went inlii it, using his 
Fanners Home records, it ninicd oui he had paid 
nioiv than IK' sliotild have in those yeal^ when IK- diti 
pay taxes. 

" In the last two years, the IRS has been coming 
down on the lohacco famiers amuiul here a lot, st) 
having poor records, especially labor records, is a 
problem. Farmers who used to pay their help in 
cash, out of pocket, are finding lhey can'l do Ihat. 

"He might keep records, hut not wi ih the fam­
ily share. The children are given a share of the 
crop, but it 's all sold under the father's name^ and 
he can't understand vvhy he has this huge lax bi l l . 

" Taxes are not a problem for jusl ihc lariners I 
am working w i lh . bul wi lh everyone. Even the 
CPAs arc tel l ing me that the IRS is asking for 
back records," Somerville ailds 

The simple rural life of barter ;ind otid jobs is 
lough to maintain in Ihe I WOs. 

"Jusl a few years ago, some fanners would cut 
limber, slaiighler a pig for neighbors or t i l l up 
some land for a lew extra dollais. Now things are 
different, so much more complex. Cutting limber, 
for example. You have lo have it a certain length, 
and it lakes special equipmcni. Or you have lo be 
insured, or inspected. And all of ihal means 
records," he explains. 

JERALDINE AND MASON COLEMAN are 
a gixKl example of how records can do more than 
ni.ike government lenders ioinfortable. FSA askecf 
.Somerville lo visit them a few years ago and tixlay 
this farm is one of Ihe tuni-ajdiind stories. 

Jeraldine Coleman is. a profile in courage. 
Despite a long and di f f icul t recovery fn>m Ihe 
removal of a brain tumor, the farni wife never quit 
ber role a.s the family farm accounlani and financial 
manager Starting wilh a box of receipts and bills, 
she watched how Somerville posted each one in 
the "Farni Family Record Bcnik"' USDA provided. 

"The papers would jusl pile up and I didn't 
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really know what lo do wilh ihein," lhe si)li-s|>i) 
ken wdi i ian says with a smile. "Rut he had a 
method that makes ii easv " 

" N o w . il lakes no time al all to woik with 
them." sav s Somci v ilie " I jiisi i heck over the 
records sometimes. Ihe hanks aiul Farm Seivicc 
love i l . " The tobacco farm wilh a .^6,0(K)-pound . 
allotment is now on f imi f(xiting 

Her records pointed to several ways the farm 
could reduce costs. "Every time we moved from 
one farm to another, there was all of this .set-up. 
And the men have to stop for a drink and lhey get 
o f f doing this or that. I kept thinking what this 
was costing," says Coleman, A l l of the tobacco is • 
now managed in one location, 

"T l ie records made them alf better shopf>ers, 
too , " adds Somervil le. "W i th the receipts, lhey 
should see who was charging ihei i i for every­
thing. They know whether what'they're doing is 
paying or not paying." 

Tbe Colemans got their debt under control. Their 
son, Steve, is a partner in tJie farm, and the family, 
working together with clear goals, is now building a 
business that might be passed on for generations. 

Likewise, James Perry's grandson, David, is a 
h igh school senior and has said he'd l ike lo 
someday take on the family farm as a part-time 
operation. Bul his grandfather wonies Ihal there 

might not be anything Ip lake on. 
" I ' m 1)11 the edge of losing it alL I know that 

I'd hale that. Some changes have to be made. I 
don' l have any money. If I owe you $10..then are 
you going lo give me $10 more? Then i ' l l owe 
you $20." Perry says to us as we prepare to leave 
his farm. 

Perry is not g iv ing up. He is working w i lh 
Somervil le lo try to gel everyone paid. " I am in 
debt, too much debl. I hope FSA and everyone 
else wi l l let me make this crop and see where I 
stand." he says. 

Geraldlne Coleman 
uses Somerville's 
system to manage 
the family farm. 

M I N O R I T Y ' F A R M E R S ;ire an endangered species. "We keep up with endan­
gered species of animals." one black famter told a USDA listening .session. " I guess 
what we're saying is ihal black famiers. pefiple-of-coIor fanners in this country,., 
deserve a kiml of registry, a kind of lisi sdih.ni we could prcsene those fanners," 

USDA might go so far as lo establish a "voluntaiy rcgisliy of minority 
land owners." through the Fann Scrv ice Agency, it was suggested, even 
establishing "a baseline of land ow nership by people of color." . ; . 
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Black farmers blast USDA 
WASHINO rON (AP) - Several 

hundred black farmers called for an 
end Wednesday lo Agriculture De 
parlmeni practice* they say are <̂ g-
criminaiory and threaten the tflTis" 
ier>ce of black fanns 

At a rally outside the Agriculture 
Department and al a special hearing 
of Ihc Congressional Black Caucus, 
speakers had the same message: Tlie 
USDA must erase immcdialeiy the 
practice! ihat have causad«ii lo be 
lalwled "the last plantation," 

Johii W. Boyd Jr, of Bagkerviiie 
tn Mecklenburg Couoty.'Va?, presi 
dent ofthe National Black Farniers 
AsBocialion, which xponsorcd Ihe 
USDA rally, Raid black fanners arc 
losing land at n rate of 9,000 ncres n 
week 

"We can no longer affoni in rc 
main sileni," he lold the morning 
rally, "We must demand an end to 
discriminatory practices at USDA 
that are driving us off our land," 

Indeed, Rep. Maxine Waters. D 
Calif., who chairs the Black Cau 
cus, told farniem packed into a hear­
ing room in the afternoon that if 
current trendi continued, black 
farms will have vanished by 2000, 

"Discrimination and lack of ac-
iSHJa-Sanilftl are the key reasons 
Tor the d^lihe of the African-Amer-
»can ftinni''iiJho (Contended. "We be­
lieve that part of the problem nl the 
USDA in Insliiullonal Bureaucrats 
al all levels have actively worked i . , , 
deny access to loans" 

Agriculture Secretary Dan Glick 

man and a dozen lop aides listencil 
10 black fanner after black fanner re 
cite examples of allegedly discrimi 
naiory Irealment lhey had receive,! 
from personnel at Ihe depnrtiiieii|-
local field offices 

Boyd, for instance, recalled an in 
stance in which il took 222 day 
for Ihe USDA lo process a blaci 
farmer's loan application and at Ih. 
same lime it took just 60,days K 
approve a loan for a while farmer. 

Vivian Warrens of Southampton 
Va., relaled that when her father fi 
nally got his loan one year, ii wa' 
loo late to Hchirve (IK- crop-Vp..ipi, 
liat. 

"We t ni, 1,0 as successful ,is 
while farmers who gel ihrii 

•USDA 
From page 1 

(USDA loans) in lime lo get their 
crops planted," contended Cecil 
Brcwington, a North Carolina 
fanner, 

Glickman acknowledged Ihe 
"biggest challenge we face al 
USDA — lhe one Ihal's consumed 
Ihe tnosl of my time and commit­
ment — has been civil rights." 

Saying lhe problem is decades 
old, he repealed a promise "that on 
my watch, we'll change the culture 
ofthe Department of Agriculture .,.. 
We will close down 'the last plan-
lation' apd reopen the door lo 'the 
people's department,'" 

Glickman said a new Civil 
Rights Division he created "is in 
high gear, working to eliminate the 
backlog of program discrimination 
and equal employmenl opportunity 
complainK." 

"All complaints Ihat can be re­
solved will be resolved by June 6," 
he pledged, adding thai the depart­
ment is streamlining the complaint 
settlement process. 

In addition, he said, USDA field 
offices have been instructed to hall 
any foreclosures on department loan 
accounts when discrimination com­
plaints are pending and to continue 
processing applications even when 
the complaints are outstanding. 
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•' • ̂  (b)(6) • • 

••iO \%"HOM IT l̂A'' C(DNCERN 

I AM A 74 YBAR OliD HINORITY TOBACCO lAJlMER AMU XT HAS COME 
TO MX ATTENTION THAT SOME SKWAT0R8 IN WAS'r'JNGTON WANT TO DO AWAY 
WITH THB MPCI (FEDERAL CROP) IKSUPANCB ON TOBACCO. IP THB 
eSNATORa DO THIS, I WILL BE OUT OF BU8INE«8 A9 THE LOCAL LENDING 
INSTITUTION WOULD NOT LEND MB ANV MONEY WITHOUT MPCI CROP 
INSURANCE. FARMINÔ  tS MY, LIVINd AND I PAY X PREMIUM POR IT. BUT 
IF IT IS DONE AWAY ̂ JTH 2' HILL ̂ OT pE FARJKR ANY LONQBR BECAUSE 1 
C6lTT,ft* NOT BORROW'A3jiy;MOf9Bĥ "TO'̂ «U4 Ŵ W. ' 
• -PLEASE TAKE A HASH) LOOK AT .-THIS SITU7TI0N AS I AM NOT THB 
ONT.Y OtitV. IT WOUrJD Â PPIOT. IT WOULD AFFECT THE BIO FARMER iTUST AS 
BAD AS TT APFRCTS ME. 
O'JR COUNTRY 16 OONP.. 

WHEN YOU DO AWAY WITH ANY PART OF FARM1NO 

I .; 

I I 

X 
I ;. 

U i: 

'̂ 11! I'i; 
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Per Capita Market Income, 1991* 

Dollars 

$ 4563 to $ 8553 

t 8554 to $ 9935 

$ 9936to$11131 

^ $11132 to $12580 

• $12581 to $187̂ 2 

•Market Income equal PCI minus all transfer payments 
Source: US Census 
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Unemploymoit in i^palachla 

Average Rafe, 1990-1992 

• 3.10 tD e.20 

• 6.30 to 7.SD 

H 7.60 to 0 00 

• 
0.10 to 10.70 

• 
10.80 to 23.60 

8oune: App^tehian Regbfval Commiition 
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Poverty In Appalachia, 1990 

Percent of Population 

• 4 00 to 12.40 

m 12 50 to 15.30 

15.40 to 18.80 

18 .90 to 24 .80 

24 .90 to 52.10 

Source; U.S. Census 

i: Prspandhy: UXiypaSacJam Ctnur 
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Virginia ARC Region Fovetty Rates hy Census Tracts: 
a regional comparison 
Murcc ifvo US ctneui 

Proportion of 
US Povtrty Ratt 

O-.S 

1-1.0 
I.S-2.0 
2.0-3.0 
3.0-6.0 

Percent of Total 
Population ijx Poverty 

0% - 6.69% 
6.60%- 13.09% 
13.1%- 19.64% 
19.66%-26.19% 
26.2%-39.29% 
39.3%-80.0% 

* for example, e census tract falling into trie 
center red category, has one and one-half times 
to two times the US poverty rate of 13.1%. 
v^lch equates lo a poverty rate of 19.6% to 22,2% 

Tk« m l caktgorlti, th« tkrc* hlgkcst 
povirty M U eU*<*«,.l«|i<lieAt|i. tlHMa 
trM:tc which mxe—A poverty kvel* for 
ARC Dietrmed ArM detl^naUon. 

ARC 1997Dutr«t«cdCountle* h*vt atkatt 
1 J h m « th« 1990 US Povtrty rata of 13.1X. 

mean valu*'; 16.94X. • 
ftatwlAnl daviatiofi: 7S0X. 

tmcMan Center 

10 0 70 20 30 Hlii»a 

Monday, June 30, 1997 1:42 PM 
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North Carolina ARC Region Poverty Rates hy Census Tract: 
a regional comparison 

Pearcent of Total 
Population in Poverty 

(ource 1990 US C«n«u< 

Proportion of 
US Povtrty Ratt 

of 13.1% 
0 - 5 C 3 0%-6.69% 

I I 6.60%- 13.09% 
13.1%- 19.64% 
19.66%-26.19% 
26.2%- 39.29% 
39.3%- 80.0% 

* for example, a census tract falling into the 
center red category, has one and one-half times 
to two times the US poverty rate of 13,1%. 
which equates to a poverty rate of 19.8% to 22.2% 

Tha red catagortM, tha three hlghaet 
poverty rate claaiae, indicate tho(« 
trae<t which occctd povtrty lavtif for 
ARC DutrtMtd Area dtfignation. 

ARC 1997Dittre*ied Counbt* havt at lta«t 
1.3 Umtj tha 1990 US Povtrty rate of 13.1%. 

ARC Nann CaroltM 

H i$ht* t Po varty R ate Ct n• u« T rac t: 51.46 % 
mean vahiei 19.12% 
(tandard devlationi 8.36% 

ktchian Center 

30 Uiba 

Monday, June 30, 1997 
2:22 PM 



POLitlds & POUCY 

Piotâ citem Against a Decting in Demand 
By jEnuY TAYLOK 

. W •.|>n>r Tii. wui t™««T Jo«««Ai. 
WASHINOTON-IiXncoi Iinnen. Inl-

tlilly hottlle to ttn ppopowl I3£«.5 bUlton 
lUotmyi »enenl w i pubUc-keHUi 

lavKiiei, lave now bepn lo explore 

RepresenuUve* ol utacartUle I«nn 
bumus ue expected lo meet tatay with 
ri(ni«„ admlnUtnllon oincUls, Indudlni 

House tdvtier Bnic« Reed ino 
Heiiui abd Humin Setvleti Secitttry 
Donu StaUli. Their meinjt: Any to-
So» 0««l ipprove"! by the White Bout 
imtConr«» prolectioM or 
lumen hurt by dwumllni demuid lor 
tobacco. 

••Evetybody l belnj coiuUered eiopt 
lor the jnw" " »«»» Aihworth. 
prsldent ol the Vlrjlnlii Tim Bumu. 
'Tm »uit IMl me tobacco compatilef has 
«ry good rtaioni lor nejotlaUni the 
letUement, but they and eveiyotie elie 
needi to realUe that we caa't be lell out Ui 

""ut'luiillUoii to the White llou«e, lubby-
liii lor tobacco larmen plan lo iari« a bl j 
mup ol aympalhatlc tobaoxwtaU Uw­
maken iiieludlni Houae Commerce Com-
SJTbSZSThothai Bliley oi v^ 

. rinla.Atamlnlmmn.theyuy,anyle|Hl^ 
Uon approved by Conr«» will have o 
Include lubjtailtlal lundtal to ollut Iain-
en'louei. "To locul on a dollar llpin at 
thli atage would be a mlatake: we plan to 
talk propinu now aod lee wheij ftat 
leads Ul?- uys John Ketltai. a lobbyist lor 
the Amerleaii Para Bureau Fedenllon-

Swiuli to Aluntdvo Cnpa 
One pnw»al floated on Capitol HUl: To 

' earmark se bUllon ol the money tobacoo , 
Smoanles pay under the letuemeni b> 
SSiobS» Irmen r»ltch to alternative 
cSSs^noaon hu prove! unpo^ 
S ^ , some larmeivbecause toMM, in 
the hoi and humid regions Ideal lor Itt 

r. lar moi, ptontable than other 
SaTcrops. Another 'JJ"'*;' 
bacco companies lo use a.hlgher pCTcenl 
age ol U.S.-gnwn tobacco leiifln =ln 
reties, appean to have more support. Mr. 
Bllley.lwme,hassoujhlsuchaasu|Mces 
ft^'igaratte maken: " l "» 
PhUlp MoiTls, .Geomty Bible, that he 
needi to get his people out to 
tobaca larmen that they are foU^I» bj 
using their leal as opposed to.lmporu, 
the Virginia RepubUcan ttld. 

News ol the settlement angered many 
tobacco laraen, and dpntle inaken 
have been working hard since It was 
announced to prevent a rtli IntM W«ori 
cally . warm relations between gnwMS 
Sd*̂ manulacturen. J. Phil ̂ ' " n 
negoUator who represenu Nahb«> 
Holdings Corp., made rare public corn-
mentsw a North Carolina newspaper â «r 
the settlement was announcal. to •"J" 
tobacco larmen that he Is sensiave to 
their Issues" and pndlct that "(armen are 

going to come out line." • 
uwmaken Such u Mr. BlUey and 

Republican Richard Bun ol North C8i»-
5Sk, whose congressional districts contain 
both larmen and employee! ol big ciga­
rette maken. will have to reconcile the 

ol these two core constituencies. 

Studylif tlie Eanomlc Input i 
Mr Burr, whoee Wlniton-Sakm .1% 

irlct includes both an RJR Nahls* inaju-

SiSlbe GBienl AceountM 
study the economic impact ol the propoMd 
i ^ m l on taimen and other iiMfl 
bStaSSs: "The parties negotiating Ihls S^SSnt lalled > o ^ ' " S * ffiedstons 00 other Ihdustitotajohf^ 
hTlhe gn>«h. sale «n4 Pn«l»Sj°«,2 
Uhacco pBducu who b»v« been Idl out ol 
SelSki- Mr. Bun wiDta to the OAO. 

dont want to penallu lannws ortbe 
oeitelvedslnsolclgaretttnakart. Ttere 
SSnw iSy IniSmon to hurt the laijn-
™ " SShei Myers 61 the Campagn lor 
SSacc;P.«KlSsaUatar«ntSo^ 
hearing on the setUement. "ThU a p » 
SSnl Uo't designed to make sudden 
S g a tbat would irk them." but rather 
S to gradual smoking 
which larmen would have ample time to 

U Congrm, industry crtllcs say they I 
would support some lorro ol compensation 
toTSmm in any deal tlui u « ^ 
PhU schlllro, a spokesnun f J ^ J " 
Rep. Henry Waxman ID.. Calll,), envl-
iSLprepimsslmlUrtothoselndud^^ 
thelMOQean Air Act. which piwlded Job 
relrSnhi^ education lor, coal mlaen 
pu?SMSthe« l ' s« r t t tMUjn 
Hullur-dioxlde poUutlon Irom the burning 

ufadition to the White House meeting., 
larm buteau ttpresenuUvei presented 
S e S ^ to doiens ol Uwmakeri ust 
K t atVrecepaon hoated u part ol Uielr 
S j u l y m S l h W u l J n p w 
roup U talking about Ihe UaUng eUecU 01 
UiU setaement on Jobs and "^^I l l l f l t 
livehhood " says BUI Sprague. Praldentol 
Ihe Kentucky Fara Bureau. The Ken­
tucky congressional delegation, to a P^ 
son. has said lhey are determined to be 

, sure the InteresU ol tobacco lannen are 
considered.'* • ^ 

These qutpouilnii ol sympathy jwi-
wuhsundlng. tobacco larmen stui lace a 
lew pitlalls In Congress, Today or lomor 
row, the House will consider an antchd-
menl to an appropriations bUl sponsored 
by DemocraUc Rep. Nlu Lowey ol New 
York that would ellihlnale lederal avp 
Insunnce lor tobacco larmen, which 
elves Uiem a hedge agalnsi t«d harvesu 
and weather reUted dlsasten. The Con­
gressional Budget omce estimates Uut 
the amendment would save $34 million, A 
similar measure ollered by Uien-Rep. 
Richard [tobin la. 111. 1 lalled by two. 
votes last year.' 



MEMORANDUM 

TO: DPC STAFF 

FROM: RAVEN MONTGOMERY 

RE: TODAY'S ARTICLES ON TOBACCO 

DATE: JULY 1, 1997 

The New York Times July 1, 1997 
Letters to the Editor 

The Wall Street Journal July 1, 1997 
Marlboro's Billboard Man May Soon Ride Into the Sunset 
Sally Goll Beatty 

• This a r t i c l e discusses the people who paint the 
Marlboro's b i l l b o a r d bleak future since the proposed 
settlement would ban a l l cigarette billboards and a l l 
ads with hiiman characters. 

The Wall Street Joumal July 1, 1997 
It's 'Judgement Day' in U.K. Tobacco Case 
Earnest Beck 

• The court w i l l decide i f 47 lung-cancer sufferers can 
continue with t h e i r case against the United Kingdom's 
two largest cigarette manufacturers, Imperial Tobacco 
and Gallaher Group. 

The Washington Post July 1, 1997 
Virginia Sees Opportunity In Wake of Tobacc 
Mike Allen 

• V i r g i n i a i s demanding i t s share 
and lobbying Congress t o add r e l i 

USA Today July 1, 1997 
Tax bills: How they stack up 

• This i s only a comparison of hi g h l i g h t s of the tax 
changes proposed Monday by the President and the tax 
b i l l passed l a s t month by the Senate and the House. 



China and Sanctions Charity Shouldn't Just Mimic Government 
To the Editor: 

Leo Cecdiinl (letter, June 24) says 
tiiat "a*flourlshing maricet economy 
is compatible onjy with a free soci­
ety," He has it badcward. A demo­
cratic system can survive only with 
an open, vibrant economy in which 
people are (ree to malie economic 
citoices. 

If the United States severs normal 
trade relations with Chma, pnvate 
enterprises in Cluna and Hong Kong 
producing export goods wiU suffer a 
setbadL The standard of living for 
more than a blllioa Chinese, includ­
mg those in Hong Kong, will deterio­
rate. 

Does Mr. Cecchinl thinlc that will 
improve the chance for a democraUc 
• in China? If trade sanctions 
haven't worked m Cuba or Iraq, how 
likely are they to have the intended 
elleci in Chma? LI-LAN CHENO 

New York, June 2i. 1997 

Next, Tobacco War? 
To the Editor: 

No one seems to have noted 
the parallel between Britain's Opium 
War of a century ago (Week m Re­
view, June 29) and the tobacco 
industry's girding to make its future 
profiu on the exporting of tobac­
co. 

Having protected its citizens at 
home, it doesn't look as if Washing­
ton will lift a finger to stop the export 
of death abroad. 

This has been titd policy on agri­
cultural 'chemicals, and therf is 
no indication that it is about to 
change. MORTON SOBEU. 

San Francisco, Jime 29. 1997 

To the Editor: 
Visions of my plaid shirt apparent­

ly made Frank Rich misread our re-
pon on giving (cohimn, Jime 26). Of 
course we salute Bill and Meiinda 
French Gates for their MOO million 
gift to libraries. We concluded that 
the country would be better off If 
more would do what they have done:' 
plan carefully, and then Invest time 
and money in their communities. 

We suggested that givers, espe­
cially foundations, spend less time 
pioneering new programs "as the 
advance men and women for govern­
ment and spend more time being 
venture capitalists for a new army 
of civic entrepreneurs who are de­
termined to build up their own de­
teriorating families, neighborhoods 
and schools." Who better than tbe 
Gateses to be venture capitalists for 
commimity libraries? 
. Rebuilding commuruty institutions 
Is usually best done by gifts that are 
responsive, personal, sometimes 
controversial and often faith-based, 
all of which are imcharacteristic of 
government. It's wliat private ac­
tions do best So we also suggested 
that charity do more "transform­

ing" — help someone get on his or 
her feet and stay there, love a dilld, 
develop will power, rvject dnigs —' 
and leave to govermnent the Job of 
transferring money to those la trou­
ble. LAMAKALEXANDEX' 

Washington, June 27,1997 
The writer Is head of the National 
Commission on Philanthropy and 
Civic RmtwaL 

Paterson's Great Falls \ 
To the Editor 

I loved the serendipity of the bikie 
tour you recotmt (Weekend section, 
June 27), but to have come within a 
mile of Paterson's Great Falls and 
missed them is Uke bypassing 
"Winged Victory" at tbe Louvre 

The hills your reporter rlimhfd}o 
Haledon are part of tbe same Jower 
Watchung chain tbat makesJ}ie falls' 
75-foot drop so breathtaldng. After 
crossing that "sc«ry"./bndge, had he 
stayed his course through a seedier 
bit of Peterson he would have had his 
obligatory hill and seen a sight few 
New Yorkers see. FLAVIA AIAVA 

Paterson, N.J., June 28, 1997 

Now Use Medicare for Universal Coverage 
To the Editor: 
' "Inevitable Surgery on Medicare" 
(editorial, June 2t) holds that Medi­
care will be rescued.by rhnnging the 
«ligibllity age and Inrrotslng contri­
butions by the wealthy. Absolutely, 
but not according to plans crafted by 
the Senate. 

Medicare's eligibility age should be 
Ib̂ vered to 0, at once solving the prob-

For Ousted HarperCollins Writers, All Isn't Lostr 

lem of the uninsured and ending pros-
teerlqg In the health sector: And yes, 
the wealthy should pay man) — sot at 
the point of service or premium, but 
through a more equitable Income tax 
system Medicare's popularity calls, 
for Its .ytiwictnn; npt Its disappear­
ance. ANNE-EMANUELLTBIRN 

New York. June 26, 1997 
The writer Is on assistant pro/essor 
of health poUcy and history. New 
School for Social Research. 

To the Editor: 
AS a writer and editor, 1 pity the 

authors cut loose by HarperCollins 
("HarperColUns Cancels Books in 
Unusual Step for Industry," front 
page, June 27). On the other hand, 70 
of the 106 books let go were past 
deadline. It's about time, authors 
faced accountability for lateness. 

Also, in a market overgrown with 
new books, a little pruning is hard to 
bemoan. Besides, HarperCollins isn't 
rescmding advances, so the authors 
have a chance to sell their work else-
V i and get paid again. The public 
has heard for years that big publish­
ers have abandoned an for com­
merce. Apparently they're good at 
neither. DAVID GAI-EF 

Oxford. Miss., June 29, 1997 
• 

To the Editor: 
Your June 27 front-page article 

speaks of HarperCoUins's "history of 
nurturing authors from Mark Twain 
to Howard Stem." That does not go 

The Times welcomes letters from 
readers. Letters must inciudt the writ­
er's name, address- and telephone 
number. Those sslecicd may be short­

er space reasons. Fax letters to 
(212) SSS-iSa or by electronic 
moil to Ultsrs@nytlmesxom, or by 
regular to Letters to the Editor, 
The New rork 1 229 West 43d . 
Street. New yor». Jv V. I003S-39SS. 

back far enough. In 1836, a time of 
virulent anti-Catholicism, the pub-
Usher James Harper, later New 
York's first Know-Nothing Mayor, 
published, through a dummy corpo­
ration, Maria Monk's "Awful Disclo­
sures of the Hotel Dieu Nurmery." 

In the words of the historian Ray 
Allen Billington, it became "the most 
influential single work of antl-Catho-
lic propaganda in America's history." 
It soid 20,000. copies within a few 
weeks and was a hesi seller until the 
appearance of "Uncle Tom's Cabin" 
in 1862. E. LEO MCMANNUS 

Venice, Fla., June 28,1997 
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Spontaneous Outrage 
To the Editor: v 

"Inevitable Surgeiy on Medlcart*̂  f ^ O 
(editorial, June 26) says that "when 
Congress voted in 1988 to raise Medi­
care premiums on wealthier retir­
ees, the elderly forced it to repeal the 
decision." In fact. Medicare premi­
ums were raised for all beneficiaries 
without regard to income. In addi­
tion, a surtax was to be levied on 
income taxes paid by elderly people 
of moderate or high income: it was 
the country's first tax on age. 

Both taxes were to escalate shaipr 
ly in subsequent years. When tbe 
details sank In, spontaneous outrage 
caused repeal JOHN I . HESS 

New York, June 26, 1997 

Idling Limes Pollute 
To the Editor: 

"Umo Life, Fitim the Front Seat" 
(news article, Jun* M) reminded me 
of a rontlniilng crisis In New York: 
air pollution. How often do we see 
llmos gathered, with engines rtmnlng 
while drivers chat on the sidewalk? 
When Informed of a law that Umils 
engine Idling to three mimitfi. most 
drivers claim ignorance. And en­
forcement ts nmwiTHtwit 

Thlslsa causa of poUutlan. 
Are you "«'*-'"g. Police Commls-

rSafir? PAUL AN 

I. 



MarlfcprpV fiittboard Man May Soon Ride Into the Sunset 
By SAU.V Giiii. BrjMTt' . 

. staff Repnnrr a/Tlw W A U . timKKT J,KIMNAI.' 
Dan Hole paliils his landscapes at an unusual 

studki: an airy palnl-splaltered warehouse In a 
business park in Murrieta. Calif, Inside, 

hall-completed paintings of f^anl cowboys and 
horse heads hang on Ihe. walls. Outside, even 
bigger Western laMeaui-llie ones Ihal don'l 
nt Inskle-hang on enormous sicel houks. 

Mr. Hole Is Ihe nation's lending painter of 
Marlboro billboards, a Job Willi precious lit­
tle security al the monieiil. A lundmnrii tobac­
co settlement proposes to ban all cigarette billboards 
and all ads with human characters. Meanwhile, the 
billboard Industiy Is In Ihe throes of automation any­
way, with human aillsts being replaced by big digital 
oalntlng machines Ihal scan Images and convert 

Into blasts of painl. 
All that makes Mr. Hole one ol a vanishing 

breed of "pktorlal artists" who palm blllbbatds 
the oM-tashloned way-using a brush and oil ' 
palm on plywood sections Ihat, combined, cre­
ate Images the size of small apartment.build­
ings. His employer, family-owned Outdoor 
Media Group. Is under contract with Leo Bametl 
Co.. an ad agency lor Philip Morris Cos., to paint by hand 
some of the biggest and besl-known Marlboro billboards 
I -lowering commercial artworks that dominate Ihe 
Skylines of cities stretching from Los Angeles to Detroit. 

"The future kxta pretty cloudy," concedes Mr. Hole, 
a Si-yearoM former studio-art teacher- But for now, he 
says, "we're Just painting away," 

WoiUng with standard tout-, two- and three-Inch bristle 
houtetialnUng brushes, Mr. Hole figures he has painted 

no Marlboro billboards hi Ihe 11 yein he has woriied 
at iwldocr Media. That works out to about one monster 
aitwoilt eveiy two weeks. "It's a little like stage woik. 
wtiere every day you're challenged to perfonn and the 
petfonnance has to be a good one," says the Michigan na-
Uw. "Whatever I do Is right there for eveiybody lo see." 

Mr. Hole's latest nibject Is a iÔ oot̂ by-JS-foot oiwbay 
destined for Ihe Louvre ol the bUlboard InrU-Sunset 
Boulevard In Los Angeles. Up close,-this Marlbcro cowboy' 
kxiks more like a garish painted lady thani.niacho man. 
Reds, creanis and deep red browns havc:f>eeii blended to­
gether acniss a lO-foot-wlde expanse ot plyWodd to provide 
ait exaggented v l ^ o( tugged facial (eahiies. -

Mr. Hole mixes about 2S to different eblort to paint 
each billboarTl. The distinctive Marlboro ted Is achieved 
by nilxing Transparent Rublne Red, Fire Red and Day 

Gk> Red. Intense color Is necessary lo make the Marlboro 
men look natural lo motorists Who are WO yards away, 
speeding by at 66 miles an hour. 

< Jhe logistics involved In applying so much paint to 
such huge spaces are daunting. First, Mr. Hole and his 
team must convert the original ad tent out by Leo Bur. 
nett Into a series of charcoal lines that will form the loun-
dalkm of the finished painting. The sketch Is then scaled 
to about 50 times IU original slie. After dark, the scaled 
'drawing Is flashed on Ihe billboard and traced. Finally; 

Ml. Hole rills ill IlK binnks. paliillng Irom n precarious 
prrcli alqi ji liydniullc 11(1 30 feel In Ihc air llinl sways 
wlieiiever he di|K> his biiisli In the palnl. 

Mr. llolF learned Ihv blllboani crafi from his mentor. 
UIC laic Maiv Uiihdcrson. Uuldoor Media's lounder. Mr. 

Giiiidersoii landed his Hnt Marlboro assignment In 
1973. Uack then, IIK job required Mr. Gunderson 

and an nsslslaiil to fly lo (̂ Icago lo piilnl a 30. 
Iool'by'42 loot Mariboro billboard on a site oyer-
kioklng(;hlcai;o's Dan Ryan Rxpresswoy. II was 
the dead nl winter, recalls Mr. Gunderson's 
son, Clmck. Diilrtooi Media's vice pi'esidenl. 
ESach inornliig, his lallier scrambled up lhe 75-
loot ladder only lo find Ihal his palnis had 
frozen during the iiiglil. An assignment Ihal 
would have taken Iwo weeks In a studio 
stretched out Into three nnnlhs. 

After llul first (̂ ilcago winter, Mr. Gun­
derson assembled a set of steel scaffolds and 
wooden catwalks. The scaffolding allowed Out­
door Media to divide the billlMards Into a series 

of more manageable parts. Finished products 
were packed In trucks and driven cross country 

to billboard sites In Detroit. Chicago. Dallas and 
Phoenix, among other cities. 

Back In Marv Gunderson's day. artists worked on 
wooden swings that moved up and down billboards 

using a system ol weights and pulleys. Over Ihe course of 
his career,'Mr. Gunderson suflercd half-a-dozen falls. He 
finally quil painting Ihe Marlboro billboards at age (5, 
after surgery lo correct a rotator cuff In his shoulder 

thai had been wont out from 40 years ol painting. 

t Today hydraulic Mils have made billboard paint­
ing easier and saler. But Mr. Hole Insists there's a 

f >lol more to billboard art than painting by numbers-
' "We're making hundreds ol decisions constantly." 

he says. "How big, how small, what color, what 
tone, how sharp, how soft, how subtle, how overt," 

Mr, Hole won't divulge his salary, but skilled billboard 
palnteis are paid 125 lo S3S an hour. 

Mouths are the hardestfadal feature to get right, Mr. 
Hole says, "It's always changing, it's In different posi-
Itons-they're open, they're ck>sed. If you mess It up It 
knks tunny;" The trick, he says. Is to remember that 
"the lower lip picks up the light and Is a Utile falter and 
wider," while "the upper Up Is often In shadow," i. 

Byes are also trIcKy, "It's easy to mess up and have 
one eye looking bt one dIrecUon and the other eye looking 
In another dhectlon." he says. To make sure that doesn't 

Please Tum.lofiiieBS.Ootinmt 

Omlimn'it l-'i oiu /'m/c 111 , 
ha|>i>cn, he tiilly cuiniiares Ihc Iwo 
eyes lu each other - and lo llio original art 
work -often towering his lilt lo Ihe ground, 
where lie steps of! and checks his work 
Irom a ( cc. 

Ml. Hole s favorilcs Irom his ocuvrc 
arc Ihe billboards Ihul posed a special 
challenge - such as a cowboy drinking 
from a canteen. "Thai was kind of Interest 
Ing. Treating Ihe Illusion of water running 
down his cheek," Mr. Hole recalls. Another 
sini'lcd n giant (ace that measui-ed 48 feel 
Irom ear lo ear - "the biggest lace I've 
ever done: il had a nose 10 leel long. " A 
third featured a technically dillkult scene 
ol cowboys on horseback crashing through 
a river bed. The trick lo gelling water Is lo 
apply palnl "layer by layer, keeping Ihe 
color clean." Mr. Hole says. 

There aren't a lol of young artists rising 
through the business any more. "There 
may be a few more out there, bul not of Ihls 
quality," says Jon Gunderson, Ouldoorl 
Media's president and another son of 
Marv. "Usually It's Just somebody lhey' 
keep on staff to do touch ups." 

ff the lobacco selllemeni becomes law 
and cigarette billboards are banned. Out­
door Media, which gels im ol Its e 
from Mariboro, hopes to palnl bliiooaras 
for other big advertisers. Meanwhile, Mr, 
Hole will have few mementos on 
lo remind him of his Mariboro wortt. Alter 
three or four months on display. Mr. Hole's 
blhboards are shipped back lo Murrieta' 
and white-washed, clearing their surfaces 
for (he next billboard. "It's like Rembrandt 
doing his work, putting II on display In a 
museum and then taking II back and 
repainting It." Chuck Gunderson says, ! 

"That's why 1 like to Uke a lol of I 
photographs," Mr, Hole says, "When 
they're gone, they're really gone." i 
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By EaNEsr BEX:K 

Siil//n#porUr qf 'THE W A U . STWBBT JOURNAL 

LONDON - The battleground In the 
global lobacco wars shIfUlo a British High 

' Caiitl today, where the fulutt of Europe's 
first dass-adlon suit against the tobacco 
industry could be detennined. 

Al a crucial hearing, the court will 
decide if 47 lung-cancer sufferers can 

1 proceed wilh their case agalnsi the United 
: Kingdom's two largest cigarette manulac-
' turers, or wheUitr there Is insufficient 
evidence or merit lo go lo trial, 

I Following the landmark proposal In the 
U.S. to settle IU lobacoo-llabllity cases, 
the U.K, action, against Imperial Tobacco 
PLC and GaUaher Gnmp PLC Is being 
cfcisely watched. If It clears today's hurdle, 
tlie case ooujd become a test of strength 
between Europe's nascent antismoking 
niovement thd lhe tobacco Industry, 
"Trial Would B(! Far Away ., 

•This case could bi. Judgiiient day " 
says Julian FulbMk, a lecturer In law at 
ItK London Sctool of Ecoitomlcs, who has 
toltowed thi'(as«:;Etin, U the court lets the 
suU proceed! a Uiai date could be up to.lwo 
ynreaway,. . . 

Still. It's lar from certain Ihat antito­
bacco advocates will prevail, even wilh the 
Industry on the defensive following the 
U.S. settlemenL Indeed, Industry critics 
have won no legal viclartes In Ihe U.K.; lhe 
few. Individual antismoking cases have 
been lost or dropped by plaintiffs. 

Having been coached by attorneys In 
Ihe U.S.. Martyn Day, the Brttlsh plaln. 
tiffs' lawyer, believes growing sentlmeni 
against the tobacco industry will help his 
case. Moreover, Ihe U.S, selllemeni proves 
Ihe Industty Isn't Invulnerable, 

ĥe plaintiffs argue that the tobacco 
companies Ignored their "duty to care" 
and were therefore negligent for selling a 
product lhey knew caused death or litjuiy. 
Cigarette warning labels were lntroduc«d 
lathe U.K..only In 1971, compared with 
1965 In the U.S. nie plaintiffs also litlend lo 

locus on consumer-prolecUon slatules, 
though unlike In the U.S., produt-t llabUlly 
Is Urgely uncharted territory In the U.K, 
Mr. Day and his team will argue that 
a company Is liable If a product It sold 
caused Injuries, even if the company didn't 
know al Ihe lime the product was danger­
ous.. 

The suit would also break legal ground, 
as there is llltle U.K. case law Involving 
medical and environmental liability. 
Briefings With U.S. Smoking Foes 

By any measure, Mr, Day is a maver­
ick, compared with the conservative Brit­
ish legal establlshmenL He even adver­
tised In newspapers for cancer victims lo 
Join Ihe case, an unusual step In Ihe U.K. 
And he has taken the case on a no-wIn, 
no-lee basis, which Is new. to U.K. legal 
practice/ 

" I enjoy cases on Ihe cutting edge of the 
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It's 'Judgment Day' in U.K. Tobacco Case 
Court Will Decide if First Class-Action Suit Carl Proceed 

law.,. landl there's dellnlleiy a need for 
Justice here," says Mr. Day, who has 
traveled lo the U.S. as many as four 
a year for the past four years for briefings 
wilh lawyers and slate attorneys general 
working oh the U.S. tobacco llllgatlon. 

Still, while the phtlntlffs enter the fray 
buoyed by the suaess of Ihe U,S. anti-
smoking litiganU, analysU say the tobacco 
firms aren't likely to settle. 

"We will defend ourselves." says Gal­
laher spokesman Ian BIrks. "A U.S. settle-
ment Is for the U.S." The Industry won't 
budge even though the plaintiffs are ask­
ing for a mod;tate 150,000 (583,225) each. 
That compares with the U.S, setUement of 
t385,6 billion, and total annual sales by 
Imperial and Gallaher of ( i U bUllon In the 
U.K.; each company has annual pretax 
profit of about1350 million. But the compa­
nies fear a settlement could lead lo a 
rash of cases In Ihe UX and Europe. 
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Virginia Sees Opportunity 
In Wake of Tobaeeo Deal 
State Is Key to notification, Official Says 

to disnipt EQitters by *T?mmfft*̂ "g 
pubUcly on this Issue. Now that the 
Congreaa wiU soon begin its deliber­
ations, I must apeak out* 

A l̂okeswomao ior GUmore's 
Demoaatic opponent Lt Gov. Dos-
ald S. Beyer Jr, called GOioare a 
limaqKoiiifrlately.* 

'A day late and tnitiiftna of doUaza 
ahott he's tryiac to cover his tracks 
with these letters,' said the tfoket-
woman, Boinest 

Both fanilidatfs have tzied to 
. make hiy irom tobacco. Beyer, like 
(dhsore, wu opposed to die idea of a 
state lawsuit agamst the tobacco 
Induslzy. But lie has fmphaaiTed his : 
auppoitforfedetalrcgulatiaaofnico- ' 
tine, a popular stance ia Nortbeni 
Virgiiiia. Giliiiorc won points down, 
state <or filing a court brief on behatf 
of rigsrf ttf rompaaies when he waa 
attorney general 

Matthew L. Myers, executive vice 

! co-FVee IQda, who represeoted the 
publio îcalth commutiity at tiie ne­
gotiating table, said Etde was said 
about faimezs during die talks. 

There were jdenty of oppoztmi-
ties for public figures from tobacco-
growins atrtcs to wei^ in OD behalf 
of fszincn whUe tlie ititmiitii""? 
were gomg on,'he said. 

Gilmore plans to dzamalize his 
support for fanners today widi a trip 
diroijgfa Southside Vttgiiiia. wiiere 
he win hold a news conferezice at a 
tobacco wardioaae in DasviDe and 
tour tobaoco fazma in rt,«rf,«,n and 
the visage of Sepuhlican Grove. 

*We have consiateotiy stood up for 
their jobs, and diey know diat' he 
said in an interview. 

Gilmore said he did notpazticipate 
in the talks because that would have 
required Joining the suit againat dga­
rette manufactureii. 
Tve been wozldng on this for years,' 
(jQaore saitL Ihis has always been 
the gazse plan—not to be tied down 
Is a bazjaining table with attorneys 
geiiaal whose sbtes sre not fai-
vobed in this industiy.* 

Tobacco fumezs are ghring GU­
more's Btzategy mixed reviews. Son 
Waller, 41, iriio Uvea on Golden Leaf 
.Road in Republican Gron, plans to 
take a break from cultivating his' 
tobacco diis sfiernoon to show 
more his bazns and fields. 

"He seems to be a dawn4»«azth 
guy,' Waller said. *Be undoatazids 
the problems we're having politically 
now.'. 

Claude S. Whitehead, a dentist 
who fums 30 acres of tobacco hi 
(Tiatham, aaid some fanners think 
Gilmoze waited too long to go ptiblic 
with hia demand that frzmezs be 
*"''*''4fi1 tp l^*.***iTTnt 

I f s like bohinc die ifierdie 
has left the bam,'tie saiiL 

Virginia, one of only 10 states 
tliat shunned negotiatioiis with to­
bacco mmpsnifs, is tiying to get 
back in the game by demanding its 
I ofthe aetdementmoneyand 
lobbymg Congress b) add relief for 
f 

Slate Attorney General Richard 
Cullen 00 contends Virginia has 

. "maximum leverage' because die 
states involved fai the negotiadoas 
will need the support of tobacco-
belt congressmen to win ratifica­
tion of the agreement 

Tactically T^l^^g. it was a 
stroke of genius for Vizsiiiia not to 
be s signatozy to any settkment' 
Cullen said. I f we had been a 
aignstoiy, our role would bî  to 
swallbw it Now, our role is to get 
Congress to improve upon i t ' 

Butpublic-healtfagroups, Demo-
ud some fizniets say Virgin­

ia otficials .should have spoken 
I 
; lhe agreement announced 

20, bans many forma ofd^a-
retteadveitiaingvidmituresman-
sfactairers ts pay $36&S biUioa to 
states to mmpmsatr them for die 

- cost of tzcaling smoJdn f̂elated 

DisplacemeniB, 
IJnder \^l£are Law 
GlendeningBarsMd. Companies 
From Using Hires h Cut Payroll 

''• -S-, • 

y A nwlfrsmsn for Attorney Gta-
ezal Mike Moore of Misaiaaippi, 
wlio led the states' niyrlisiing 

Ai.rir̂ g (be *»iif said ssy 
swnemfnt enacted by Congress 
would apply to all SO Btatea. But the 
spokesman, Tttf Bobinger, aaid 
die 40 atstes diat boR die lisk and 

. expenae of suing may get more 
than thiHc diit did tu t 

îmniigh he said diat has not been 
resobed. 
'. •;' Repuh£cia gubcniatozial candi­
date James & Gihnore m, wbo 
resigned aa attozsCT genoal last 
month, bad resisted calls for Va-
ginia to Join the talks snd iw«»««>̂  
said he was "in mining conimnni-
cation with key memhezs of the 
[U.S] House and Senate.' 

Analysts have said die proposed 
agreement would ensure die long-
tezm solvency of the nation's ciga­
rette companies but could csuac a 

S.eT0BACC0,B2.CoL3 ^ 
TOBAC(X),FromBl 

riae hi taxes and a fiD m demand diat 
1 sqaeese&imers. 

Last week, afier die setdement 
was announced, (Hhttore went on the 
attack by seniiing Irttns to die hfaiis 
of three major cigarette manu&ctur-

inr̂ nA. pfovisiona pntectiiig family 
fazmezs.. 

That decision was wrong,* GU­
more wrote, "Becsuae die negotia-

wliile tiicy were continuing, 
-̂ere highly delicate, I not want 

Mazyland Cm. Bmis M Y3;ii^.nmj;'(riyj^|wri^^j^ 
an nM-tttm. /irtlpr H^'grwAtii ptig^yha* ^jSmf/wwAnn't • 

hire goTonmeatsiibsidistd wdfve rec^iiiintt as a tactic to 
taim paynU costs snd force lownge:^ seasonal wuiicn 
outofdieirjobs. • ' 

The ordtf prohibiU bussienes f r a hnmc w ^ ^ 
ents for pnsifinns hi which qdar eniyloye^Mve teen fad 
or put tempnimly n»t nfwnA'dimng^lw'^it^m^- '.f'lrh M ' 
school calitezia woztcis. Eiiiplayers'dso ilte hatred.!^ 
reducing the hours of oilier empl̂ ees to'hiie'wigiken 
whose salaries are partly paid by taxpayera. 

hi eidier case, die dbecdve states Hut 'displacement̂ .' 
would have occuzred. Glimdening set up.a sboitened u d . 
simplified grievance process dirou^ wfaidi empkiyees can 
r l i a l U w y ^ * ^ * * ' ' i t i s m i f SSl . " " p ^ ^ t t H ' 1 i f r l t t ' - * ^ ^ p ^ " * * f 

"ItdeartymakesnosensetorediiwdiewielfBrerDllsifwe' 
are increaaing .the '««*'npi'̂ yTiwit'tir\tia-*^ îT»iiiTiy gajd ' 
d̂ uing an AzmaiMlis news confereiKe jieatei^ 

•ffhenaneinpkiyeractttocreateavaqni^ . 
job, it is imiply wrong to alow dicB to 'jitti'iiooas ts-a '• : 

[.subsidy.'"TT r : ' r '•' •'. 
f ; i ^ i i » n i n g ' « n i r l « f i ^ j V « j y j i j f c f ) A £ i ^ J ^ ^ 

todutfine «y»<-Wy'rwftf̂ *H*f itp'ryTntl.i iTagtiTyftfi?' 
fivm loshig jobs SS die result iifawed,w^lin'9p(^^ . 
•ith/iii^ many odieis are ^^w^^^ '̂tiijr "^ty^t^^,^* ^ ^ i ^ -
unions and advoi;ates for die poor ̂ ddw'lediltil ban'bli-. 
displacemait la vague and .allim^enqilq^. toô ^ 

^There'a nothing hi the acw}1oiaii law that pieveiiU 

C ^ r f m W Mppj^t*^^ n « t i f w « l p ^ i l A t # t f rti^ Am»rfr.TT""..' 

Federation of State, County~and Miinkipal'.̂ )ti]ployeciR|\ 
representing L3 milion euipluyees lutionwid^^Wbatlbe^ • 
govenurhudoneisfiUedavoid.'' ' l ' ; ' ; , 'r'."," .: 

In eazly May, the Maqrland IiidMl)) Aipaui Fbû datipn;a . 

aeciired a pledge fiom (jieildei^ to addreai the Iswê  ' ' 
*Iliis is mdttd a miletoie,' aid the 8^. pndy T^sgst 

co^iaiiman of die fait«<<«H«^ ̂ jmj 'pastiii"bf Cily Temple ' 
Baptist Church iti Baltiniore, where ̂ »nrf»nmy mMî  fti*.. 
pledge. This onler protects dwnsands of iiesspml wtukers 
fiom losing their jobs.' . ' ' 

Cuzrently, there are 83. weltuieieLjiijw^in'toi^^ 
Uxpayer-suppozted Jobs, W adyyoa^ nlit '' 
needed to piotectdiousindsatlewiud,^!^^ 
sudi as Pshicia Alstoit a buff ttd^ in19al$nbĵ ^^^ 
mnfmotidi8ayMramitiin^^'r»;||i^n^^ 

*As a single womait I bxoifriiodiiag'tof^l^a^'bii^T'i^ 
MM^This order Is s v^l(£f '^^j^f&iiifeo^.bt'^. 

But Champe C McCulkidi. presiil)3ft.p( die Maijiami 
Chamber of Commerce, snd hejjKii^/npf.beline diat 
displacement is occutring. Itfs too'.,cps4 ;̂ t^'.sa^ 
emplnyera to tram i»mplny.#.1n tirrlu^gml^f ^ ff'l^lij ' , 

' I dont dunk displacement is aaeiipua'iau^T M^inofh -
said'IfitoccmatalLit'siuahcnijlioqptdoesh't^ia^ 
economic sense."-.: -"i.j,.; '. i • '-. 

Aznie ( j n l s regional dhetior 'of die. Indiistzjal-Areas 
Foundation, said he doesn't biiyMcCuildch'satguhieiitTI^ 
m n r i f ^ r . ^nng^ h 'V^ ly *ft ^ ' t i f p l f f f d — J n p l i i f l i f ^ f l i r f n g B « l i * y 

housekeepers and Janitois.i.sianot fjfficultto tram, result-' 
i jy m large p inf t . far r m ^ j i m nAin I j ^ f rihindiftl 

'Our contention is that wdfue rcfbim is a mss^ve subsidy 
transfer fiom poor people to entrepreneuzs and-coipoFi-

Gsafsaid. ' ' ^ 

mm 



Tax bills: How they stack up 
Hen Is a oompailMn ot tm ijiuii^^ua ot the taK.dianon pruiJmed Monday by.' 
Prealdart ClnM and ths las I n paaasd last ihorati by tie Senals and Houu. 

Effect of tax plans on two families 
Presklerit C3iinon has joiiwd the House and Satiate in proposing a cut 
in on'capitai gains, wtiich are profits from stocks, txnds, real 

and other investments. How two famitos with stodc profits 
wouo fare utxler each plan: 

Family with taxable income of $110,000 sells a stock (held for more 
than one year) snd makes a tl0,000 profit They are In the 31 % lax 
bracket 

aWi lusble kicome of $300,000 sails stock (held formora than 
one end makes a $1001000 pn l i t They sre in the 3a,(% backet 

Tax owed on that profit uTxler Ointon plan 
ntg!=a^aflit^aft'iSaji«5grCg5 

CAPITAL GAINS 
CUiitem WgUd aloi«tu^>>in tpaDd|de m 
liuau taxes. Thoao tto lauflts front amta and ottier knestRMnts held tor mors 
flian one ysar,'the iwiialnaig 70% wo(M be tnad at onflnay hodma tax lalBO.' 
Taxpeyws ki SMi IDp biooine tax bradcM (3U%} wdirid pn a tB e^ to 27.7% of 
•wlr capM gains, doM ssghty torn Vie oinnt cwadisis on capU iialnB e^ 
2R%. Taxpayafs h ta 2S% tiooRie tn bnidataioiid ass tafr rate on capbal 
paly Mto 1»J% torn 28%. C>«»»Bi*hicfal 
poftion of ttvir Qilra ttvt Is duB tt kiflidon froin tuMi' 

Chtion ate wouU pnjiridB • ISOOJXIO sckNta to 
r c u i ^ t2fi£U3aQ fcr ikKte tel.' •^^'•S^^'rhX^J-, 

I rati from 28% to 20%. Ateo 
OkiaoOl.hdMduBlhivM-

(IOC|n,on'Vif Sill o i l hofns>-' 
S«natot SMir to Houss, but no ndLKto In oorponii ritt and DO 
for MMcn Oonmrdal M l sststt Inwsaon WDOU b i 
n t i on gskis., ,. 

tor $250000 lor akif^ flUfi. 
H o u M t W o i i d a ^ top hdvUijal capta^ 
Widd cut ttw oorpoms rats to 30% front 3S%̂ 'B 
ton cnid swid psyInQ tsx on piotts dus to b 

tfuttsrvocnti " ~ 

Tax on that profit under Senate plan $20,000(20%) 

ection, it projects a revenue gain in 
be short run. Archer counts a net 
^ of $2,7 billion over the tist Hve 
reais tram the capital gains tax cut 
lefore coas becin to rise. 

ntive advocates ar-
ue mat reoucing capital gains rates 
cuallv will bring the goveroznent 
lore HOC less, hi die long run 
y spoziing me economy. 
That assertion once was the 

lurce of a raging batde In Wuhtag-
m, but It b less ot coe now. Shice 
'inning majority control of Coo-
rest B«T'il'H''"ni have fondiiried 
lat it Is easier 10 win the tax igbt by 
licking with accepted econoinlc 

scorekeephig metbodi 
But no ooe ^ ' T ^ I ' ^ I a 

cut in capital ^ Ins taxes 
will bzing at least a tern-
poiazy suzge in sales of 
stocks and other invest­
ments to realize capital 

, . ' ^ i n s at a new lower rate. 
When the. previous 

for ca{^tal gain* 
vas diminatwl In 1986, ' 
t paid on capital 

-; pins jumped as people 
took their profits In aniici-

~ - petlon of the change. Thx-
from capllBl gains rose from $36J 
lion hi USS to $41.7 bllUoo In laag. 
ley feD to $3U blllioa hi 1887 and 
lot $40 hmion until 1N3L 
T h e I riiFTilunt^ t h f . 

ference u oetweenardinazy 
ind capuai gains as a way of 

luong tax dodges and making the 
item mere fair. A rate dlSercntial 
rites taxnavezs to find ways of 
ftlnf! Into capital gains as 
ray ot Sheltering It from taxes. 

"A capital gains tax cut . . . could 
revitalise the lax^heiter industry,* 
says Rotiert Uclntyre, head of tbe 
liberal rTtirim* for Ihx Justice and 
an opponent of aiiy capital gains cut 

Support has been growing 
Under current.law, ordinazy'in­

come is taxed at a maxlznum rate of 
3)Mi, while capital pins bave a 
maTimiipi rate of 2»%. . . 

RepuUlcans made fi t t ing cgpinu 
gains an integral patt of their Coo-
tract With A j i iez^ campal^ pledgr 
in IM4. cUnton vetoed the tax-cut 
bill the GOP Coiigress approved hi 
1993. But support for a capital gains 
tax break h u been broadening. And 
It^'not Jutf a Republican iHon 

Moderate Dezhoczais bl both the 
House aod Senate joined GOP col­
leagues this year in proposing an ar­
ray of broadbesed capilBl gains re-
ductioosL Clinton opened the door to 
a capital gains cut weeks ago, well 
b^ore he put his plan on the table. 

One reason for the growing sup­
port fOr a cut is that capital gains are 
becoming more df an issue to mld-
dMncone p e ( ^ Tbe stock mazket 
boom has left many-lovestors widi 
paper profits, and not all of diem are 
heldbydiewealdiy. 

A Congressional Budget Office' 
(CBO) sudy mndiiiles diat more 
than 76% of U,S, famlUeStOwn asseb 
that could produce capital gain* 
Neatly twoddrds of tax returns re-
porting capital gains are filed by peo-
pie with faicomes under $30,000 a 
year, die CBO said. 

The constituency (or It has broad­
ened substantially,'Beach cays. 

CHILD CREDIT 
CUntom Wnid pimkto an annual tsx cradt tor SBch cW 1 e ifid uidsr. ri^ 
to aga 1 a and undsr tn 200X Amoutt bsgtn at $400 in 198& rtiingto SSOO in ISM 
and ttiaraaftar. H vodd phaas ou tar tamBas mskhg $60̂ 000 to 175,000, 
2001 to hoomas of SacUXS to tlOOiOOa 

UnBs tha Houss and Ganals varslonSt ttw crsdt Is refmdabia tor wofWnQ tanv 
Das who h m no kcoms tox labKy duis to tha, Esniatf Inoonw Tax Cndt but pay 
SocfaJSsouttypayrolu: u 

•TaKpayarsooUdconat)utolhao»diptoana(MBorial$SOOInsttBr-tedolirs 
toa nMv Ndanv Aoooutt tor aducDtafv flraHfcpstnrns puUinsor raikwnant 
Eafflhgi wciM aocui^ato taK^M. .-

I H e i u « i An annual craiB tor diktsn ieafid!vndv,a)afttio a $ m 
Incnasing to $t0O In iggtL t Woiid jM .cu l ^ toMb i ^ ;« i n * i g m 

l$110l0CO,8ln^aanWigmof«tan.$7Sb00(t. 
iMer-toccme lamias who UM Sw Earned tooomsTax Cisdft to avoid paying 

" Woiidnaln ' - - . . . . 
Sanato i Stadar to Housa, but «e age c< aidbia d iUmiwi id rin to 17 In 
2ixa.ta 19(7 only,tacrKit«nid b e e p e r Slid and apply olytochtksn 12 
and i i i d a r ^ cMOsn 19 and Gldar^t^^ 
an aducadon sSHlnga aooousor pnpoU.aadqn pragranL^ .. 

ESTATE TAX 
CUntrini Haspfopoasd a nsur tSOOUOOO aactjslon In tm v ^ of an aattfa 
siAjsct to taxadon tar faniiy owwd buakiaasas aiyj faons; to adttton to ttw soiii^ 
ing SOOOLOOO par parson swdustan far al fcuMMIs.-^' • • - ; ^ . . 
HOUMI Ths CeoOiOOO cu^sion would riss ip^Si^n^^ 
Sv iw te l SMar to House, b i tandy wnad buâ MsaM and lanm 
$1 mBon SBtsniptton bSQtonlno in.1W8b 

EDUCATION 
CUntom \Vo(id provUs s msxknum snnusl tsK c M Of t i kSOO psr w tar tHo 
)Wsra tar sdUcaflon apsnas (100% crsdt tor ttis M t1.ora ol tUBta 
sî tsnaas, and 60% aadtt tar nod tljOOO^ Ihs cradKiwuld phass qiji tor JoM 
fltorsssiT*igia0J00te>100jaXlTTtocradfcwo^ ^ 

For Wr^^ndtatrthyssrstodsra^^TiAMtaatudarttandconjlnutopaducrton 
lor woridno paopto, Vara woUd bs a &l% ora4t go ttis M tSiXW n 
tass.Aflsr20ai.tt«orsdKwotMftosto20%«f tttoM$10;X)Oh%tfohandl|ss. 
•Sama hcoma phaia out Iwala as othsrsducatton cradL 

AIKI, Cflnton vnid slnv psnal4f4ss Wt^vMals from InMdual RsUfsinsni 
Aooounto far inJsi^Bduato and psAoto cqianaas and flriMro 

Hous«i WoOU provlda a tax credt of 50% dĥ tha t M 13,000 of UUon md 
aipsnsss, far sto(^ ssnring up to 1401000 anl ooupiss svnfeig 180,0001 

Ate a deducdon ol i^totiaoooon^ 
monay plaoad In an Educaltan kMstmant Aoopirt skniar-to in IRA, orp^ Mo 
prS'paidtiidon platL •.•i.'.^-^~l;X: ',...\^: 
S« na tw A t n crada ol 75% ol tJdon and n p i ^ ^ 

USA TODAY-
TUESDAY, JULY 1, 1-997 

Aln. Eftocstton Inwstmert Aooauitsaatab|Wt^^wiM'WlttKniNafs taxTfrss If 
und tar tiitton and sxpsnsss.' ' :•'y '::'.• 

TOBACCO 
CUatoiu Wodd haaass »a tadsiH tipc ch, tobacoo by 20 cants par 'padt of 
ogBnitaa, trom ourant 24 oarttB.Tl)a monay wo^d be aannarttadtar atiusttund 
tor wpandng haatt coMfaQB tar cMikan and ottiar cMdrin'a pn^atns,.' 
H o u M i No pnNWon.' 
SaiwtoiWMidlnoraaaa tha tadsral t n 20 oants s pack, with pad of monsy 
gokig lor expanded cMd haath can. 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF CONGRESSIONAL RELATIONS 

WASHINGTON. DX:. 202B0-0100 

FAX COVER SHEET 

DATE: 

COVER SHEET PLUS ^ PAGES 

T O : 

FROM: 

FAX# 

PHONE* 

USDA - OFFICE OF CONGRESSIONAL RELATIONS 
ADMINISTRATION BUILDING - ROOM 213A 
JEFFERSON DRIVE, S.W. 
WASHINGTON, D.C 20250 * 
(202) 720-7095 

REMARKS: 



U.S. Department of Agriculture 

DATE: FEB - 6 1998 

FROM: Dallas Smith 
Deputy Under Secretary 
Farm and Foreign Agricultural 

Services 

™- Dave Carlin 
Assistant Secretary 
Office of Congressional Relations 

Risk Management and Specialty Crops 
Subcommittee Hearing on February 3, 1998, paper 
is attached for your information. 

cc: Bruce Reed 

The White House 

Charlie Rawls 

Attachment 
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THE WHITE HOUSE 

W A S H I N G T O N 

From the Office of: 

TO: 

FAX: 

PHONE: 

PAGES: 

The Domestic Policy Council 

Elena Kagan 
Deputy Assistant to the President 

for Domestic Policy 

MESSAGE: 

Please call (202) 456-5584 if there are^ any prbblems with the transmission.' \' ^ 



T /97 OS ; 50 

i^ou:; 

TO; 

FROM: 

FAX: 

PHONE; 

DATE: 

Nonh Carolina Departinent of Justice 
PHONE: im^^^f^n ^ n/(^C>^o ^ 

_MAke Eaaley 

8-15-97 

Bruce: 

gradual decrease of 6.25 per cent over t £ * ? t ' " I ! / ^ ^ «f « 
Lilt! LifMc o(.̂ ^ht yeara , 

Thanks for a l l your help. 

V Mike 

C / V V A -

cvr ? U 4 < w i c c i ^ u 4 L K 



-08/20/97 08:51 1^003 

1996 Quota 

Base Una of 873 million lbs. 6 cenls per year 

1996 
Pcllaia 
$1.8300 per Ib. S3 

Transition Payment 
0.00 

1997 1.8300 perlb. 0.00 

60 1998 1.7700 perlb. ti 52.38 million 

120 1999 1.7100 per Ib. SI 104.76 million 

180 2000 1.6500 per Ib. = 157.14 million 

240 2001 ^1.6900 par lb. m 20^.52 million 

300 2002 1.5300 per Ib. s 261.90 million 

360 2003 1.4700 per Ib. e 314.28 million 

420 2004 1.4100 per Ib. B 366.68 million 

480 2005 1.3600 per Ib. 419.04 milliqn 

80% decrease In Quota 
$1,885.68 billion 

$4 X Quota toss 

,1S9: 

6.25% decrease over 8 Years 

$218.24 million 

$204.60 million 

$191.80 million 

$179.80 million 

$168.56 million 

, $168.04 million 

m0mxm 

54,56 million Iba.x4 

1999 61.15 million lba.x 4 

2000 47.93 million lbs. x 4 

2001 44.95million lba.x4 

2002 42.14 million tf39.x 4 

2003 39.51 million jb8.x 4 

2004 t , 37.04 million Ifci 

$1,408.12 billion 

•mx. 

•xm^< 

• i f f Sam 

To reUre all quota 520.96 million lbs. x $4 « $2,083:84 biiiiofi 

$2,083.84 billion 
$1,408.12 billion 
$1.885.68 tjlllinf̂  
$5,377.64 billion 

$1,408.12 billion 
$1.885.68 hllllnn 
$3,293.8 billion + 8 

+ fl 
= $411,725 million per year 
-.1 "Cfivo •one .^rir: 
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THE TOBACCO SETTLEMENT PAYMEMT MAZE 

ho 
o 

ID 

(S BtUxns) 

Lump Sam Cash Payment ; v, 
\ I " '̂ V'.; •' 
Tublu: Health Ftmds . ,-.!X%:>X-::.. 

Smoking Ccss»tion';-jWi'"f 

FDA ealbiooheiif^^^/. 
Sitte aad Local ASSIST: 
Research 

Coonter-'Advertisine 
UMlloca(ed;..;;;,lS|̂ slpî  

Upon 12/31 ofc 

SUBTOTAL 

Tort Fund 

•Public HeatthTmrt' " ^ 

Medicaid Paymeatsto States 

TOTAL 

Ebactmmt Yearl Yc?r2 Y?ar4 Year? Ywr« Year? Year 9 YearlO Yea- ! l Years 

— I.O LO 1.0 ID 1-S 1.5 IS 1.5 1.5 1.5 1.5 IJ> 

0.125 0.125 0.125 0225 0.22S 0.225' tfe5 0.225 0.225 0225 0.225 0225 
— OJ OJ 03 03 OJ OJ OJ OJ OJ OJ OJ OJ 
— 0.075 0.075 0.1 0.t25 0.125 0.125 0.125 0.125 0.125 0.125 0.125 0.125 
— 0.1 0.1 0.1 0.1 0.1 0.1 o.t 0.1 0.( 0.1 0.] 0.1 
— — 0.«75 0.075 OJ075 CL«75 CLOTS 0.075 «J)75 0L075 0075 ojm ~-

0.5 0.5 OS OS C.5 0.5 0.5 03 0.5 OS 0.5 os 
— — — —, — 0.I7S 0.175 0.175 0.175 0.175 0.175 0.I7S 

2.1* 2.175 2.2 2J2S 3.0 3.0 3-0 3J0 3.0 3i) 3.0 3.0 

— 4.0 4,0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 

— i s IS 3.5 4.0 5.0 2.S 2.5 2.5 — — — — 

— — 0.S25 I.S 3.675 3.0 S.5 5 J 5.5 s.o S.Ci S.C 8.0 

10.0 8.5 9.5 n.5 14.0 15.0 15.0 15.0 15.0 :5.u ] 5.0 15.0 15.0 

•First Year tnimber for Piibfic Heali Funds is Mpposcd to be capped at 10 

Amounu do not inchde: (1) a^iiioaa] ttabili(>' paymeiusnot covered by tore fluid (up to an additional SI billion per year), 
.; (2) y<>u^ saoking Teduaiot peoaJties i(op to $2 billioa per year); or 

-X,(S)ik6tTiiystiBes 

o 
OC 

o 
o 
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t 

Proposal on Negotiated Settlement 
On Behalf of Flue-Cured Tobacco Producers 

I. Continue Current Program 

A. Contractual commitment by manufacturers to annually purchase a minimum of 585 
million pounds (90 % of 650 miUion). ^ 

B. Continue current price support program. 

C. Complete 1994 buyout agreemem. 

D. USDA shall continue to administer the tobacco program 

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

2. TronsKlon Payments and Quota Compensation 

In the event the tobacco prog.„ i, ciminatcU or phased out by congressional 

on, or manufacturers fai. to .eet purchase aarco™..., transition payments and/or 

quota compensatton shall be made to tobacco producers as follows-

A. Transltton Payments - The 1996 marlcct price average shaM be the base for 

.ransthon payments. If prices for 1998 and subsequent years <up to eight ye.„) 

average less than the .996 beltwide .ar.et average, producers wil, receive 

^,n«fon ,hac wHI bring that year's average up to the 1996 ,„a..e. .ver.,ge 

fal below 585 m„l.on pounds and requires a <,.«„a reduction, the <,uo.a «Juced 

Shall be retired Snd .uota owner paid S4.00 per pound for lost ,uo,a. ,f ^ o l t 

: a : « 

V- . ; quota owner paid at $4.00 per pound. ,X:,.,,^^.^... 

^ ^ | | . ^ n s i . l o n p a y ™ e ^ ^ ^ 

--̂ ^̂ ^ ls\nticlpated that 5,5 billion dollars should be Uloc tn.i f n 

cover the S,ear transition payments and ,uota r . l r " ' ' ' ' ' "̂̂ ^̂ ^ 
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. -b'/^L) 
Xohxcc 

•TOHNBELL 

3520 Paris Rd., Georgetown, KY 40324 
KY - Congressman Baesler 
Grower 

MIKE BURCHETT 

Rt. 3 Box 117, Benton, KY 42025 
KY - Congressman Whitfield 
Grower 

DAVID CHAPPELL 

Rt. 2,Owenton,KY40359 
Tel: (502) 484-5387 
KY - Congressman Bunning 
Grower 

RICHARD FELLOWS 

Rt. l.Nabbs, IN 47147 
Tel: (812)293-3456 
IN - Congressman Hamilton 
Grower 

JOE FOSTER 

Patriot Star Route, Box 94, Gallipolis, OH 45631 
Tel: (614) 379-2321 
OH - Congressman Strickland 
Grower 

STAN HOLDER 

Rt. 2, HaUtownRd., Hartsville, TN 37074 
Tel: (615) 374-2794 
TN - Congressman Gordon 
Warehouseperson 



MS.PATHORBACK 

Rt. 4, Box 158AA, Shelbyville, KY 40065 
Tel: (502) 633-5077 
KY - Congressman Bunning 
Grower 

CURTIS CONGLETON. JR 

Rt. 3, Box 360, Versailles, KY 40383 
KY - Congressman Baesler 
Grower/Warehouseperson 

MS. BILLIE C. BORTHTCK 

5566 Hwy 431 North, Springfield, TN 37172 
Tel: (615) 384-7695 
TN - Congressman Clement 
Grower/Dark Tobacco Grower/Warehouseperson 

MARKPASCALL 

Rt. 4, Box 122, Murray. KY 42071 
Tel: (705) 753-5265 
KY - Congressman Whitfield 
Grower/Dark Tobacco Grower 
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NATIONAL CENTER FOR TOBACCO-FREE KIDS 

Facsimile Transmission 
Nurn{jer of pages: 

XLX 

1707 L S l r ^ NW Sute 3C0 Washington. DC 20036 
Phcne (202) 296-5463 Fax (202) 2S6-5427 
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CAMPM6H foym^cc.o-m 
May 13,1998 

The Honorable Charles S. Robb 
SR-154 Russell Senate Office Building 
United States Senate 
Washington DC 20510-4603 

Dear Senator Robb; 

This letter is in response to an inquiry by your office as to the position of numerous 
health groups on the continuation of a supply limiting tobacco program. There seems to 
be some questions being raised as to whether the public health community supports or 
does not support the continuation of some sort of a supply limiting tobacco program. Let 
me attempt to reiterate what we have said. 

As you may know more than 40 tobacco producers organizations and public health 
groups signed and released a set of Core Principles which we hope will be used as 
guidance in the enactment of the tobacco farm provisions of any national legislation. 
While these Principles should be read in their entirety let me point out the principle 
related to the need for the continxiation of supply limiting program. 

Tbat a tobacco control program which limits supply and which sets 
minimnm purchase price is in the best interest ofthe pnblic health 
commnnity and the tobacco producer community... 

In an effort to explain our position on this issue, we have also developed a backgrounder 
on why we support the continuation of some type of program. That backgrounder, 
entitled "Why Some Sort of Tobacco Program is Supported by the Public Health ' 
Community " is attached. 

Those public health groups who signed the Core Principles remain committed to the 
principles outlined in them including maintenance ofa supply limiting tobacco program. 

N A T I O N A L C E N T E R F O R 
1707 L STREET, NW • SUITE 800 

PHONE (202) 296-5469 • 

T O B A C C O - F R E E K I D S 
• WASHINGTON, DC 20036 
FAX (202) 296-5427 
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I hope this helps clarifies our position. Ifl can be of any fiirther assistance please feel free 
to contact me. 

Senior Policy Consultant 
Campaign for Tobacco Free Kids 



WHY SOME SORT OF TOBACCO PROGRAM IS SUPPORTED BY 
THE PUBLIC HEALTH COMMUNITY 

On March 16th, pubHc health organizations and tobacco producers released a set of core 
prmaples. These principles are designed to identify areas of common ground, where 
tobacco producers and health groups have reached an understanding and consensus One 
ofthe principles recognizes that there should be some type of program retained in the 
fiiture that limits supply, stabilizes prices, and establishes health, safety and other quaHty 
controls. The core principle speaks of "a" program not 'ihe" program. This is an 
miportant distinction and reflects the position ofthe public health commumty that while a 
some sort of stabilizing control program is important to the welfare of cuirent tobacco 
growers and then- communities, it must be one that will meet the needs ofthe future not 
preservmg the "status quo" of the pasL Some questions have been raised as to the re'asons 
why the public health commumty has taken such a position. This backgrounder is 
designed to provide some answers. 

Fust and foremost the public health community (and weU as the tobacco producer) 
beheves that the federal govenmient should not continue to fimd the administration or 
management of any tobacco program. Funding should be provided through other 
private sector means. 

The public health community believes that as consumption declines it is important 
that producers are given options for having their quotas bought out at a fair value and 
that there should be as part of nationai legislation significant economic development 
fimds thai will allow these tobacco dependent communities the opportunities to 
restruchire thdr economic struchiies and maintain economic viability into the 21st 
century. As with efforts to reduce consumption of tobacco products we know that 
things cannot aud wiH not change overnight in the production of tobacco. Keeping 
controls over production as we move towards reducing tobacco communities 
dependence on tobacco will be essential. 

The present tobacco program which retains the "status quo" should be modified and 
substimted with a program that takes into account and is able to adjust to what the 
public health community hopes will be significant declines in the consumption of 
tobacco in the United States over the next decade. 

The public health community believes that 'retaining' some sort ofa program will 
stabilize these tobacco producing communities as change takes place. Legitimate 
concerns have raised that in the absencepf some sort of program tiiat tobacco 
production may in fact increase, tiiat tobacco will be grown in otiier states tiiat 
presently do not produce tobacco, tiiai the tobacco companies and tiie tobacco leaf 
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dealers wiH gain control over tiie pioduction and move to contract production, 
keeping tobacco farmers and their communities at risk. 

Just as it is critical to control tiie manufacture, sale, distribution, labeling, and 
marketing of tobacco products, it is equally important to have in place a system of 
controls tiiat oversee and regulate tiie production of botii domestic and foreign 
tobacco. If tiie growing and production of tobacco is to remain legal tiiea it is 
important that we do whatever we can to control its production including establishing 
and maintaining health, safety and quality controls. 

And finaUy, tiiis provision of tiie core principles must be looked at from tiie context 
of tiie entire document. Tobacco producers have committed tiiemselves to extensive 
and effective public healtii efforts tiiat will if implemented significantiy reduce the 
use and consumption of tobacco products. They are willing to accept such declines 
but ask tiiat we help assure some stability for tiieir commumties as changes take 
place. ° 



FLUE CURED TOBACCO 

JOHN ASHE 

2106 Ironworks RD, Reidsville, N.C. 27320 
Tel: (910) 349-9495 
Black Male - Late 20's 
Grows approximately 30 acres of Flue Cured tobacco (some owned and some rented) 
Family operation 

FSA Committee/Tobacco Growers Association 

KEITH PARRISH 

1326 County Line Road, Renson, N.C. 27505 
Tel: (910) 897-5482 
White Male - Late 40's 
Grows approximately 75 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 
Tobacco Growers Association 

PENDER SHARP 

5161 HWY 581, Sims, N.C. 27880 
White Male - 46 years' old 
Grows 200 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 
FSA State Committee/Tobacco Growers Association/Farm Bureau 

DAVID HINNANT 

5704 HWY 581, Kenly, N.C. 27542 
Tel: (919) 284-4878 
White Male - 45 years' old 
Grows 125 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 
Farm Bureau/Tobacco Growers Association 

NANCY STRADER 

914 Dickerson Rd. RufiBn, N.C. 27328 
Tel: (910) 939-7164 
White Female - Mid 40's 
Grows approximately 70 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 



HOWARD ROUSE 

5949 NC HWY 135, Madison, N.C. 27025 
Tel: (910) 427-0065 
Black Male-Mid 50's 
Grows approximately 25 acres of Flue Cured Tobacco (some owned and some rented) 
Fanuly operation 
Graduate of A&T University/also owns a retirement home 

ROGER OXENDINE 

5671 NC 130, East Roland, N.C. 28383 
Tel: (910) 628-6238 
Native American - Male 
Grows approximately 500 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 

NCDA Agriculture Board/Migrant Labor Board/Farm Bureau/Tobacco Growers Association 

AMY DALRYMPLE 
625 Daliymple Farm Road, Sanford, N.C. 27330 
Tel: (910) 258-6695 
White Female - Mid 30's 
Grows 150 acres of Flue Cured Tobacco (some OAfvned and some rented) 
Family operation 
School Teacher/Farm Bureau/County Young Democratic President 1992 

KENNETH JONES 

Route 1, Box 171, Pink Hill, N.C. 28572 
Tel: (919) 568-3820 
White Male - about 60 years' old 
Family operation 
Tobacco Growers Association/Farm Bureau 

V 
BRUCE FLYE 
P.O. Box 159, Battieboro, N.C. 27809 
Tel: (919) 446-9694 
Owns and operates a family tobacco farm with a son 
President of Flue Cured Tobacco Stabilization Corp. 



DONALD SMART 

6827 RushforkRD, Clyde, NC. 28721 
Tel: (704) 456-3061 
White Male - Late 40's 
Grows 40 acres of Burley Tobacco (some owned and some rented) 
Family operation 
Farm Bureau/Tobacco Growers Association 

Wn J.TE ARMSTRONG 

8673 Orchard Road, Elm City, N.C. 27822 
Tel: (919) 236-4989 
Black Male-Mid SO's 
Grows approximately 20 acres of Flue Cured Tobacco (some owned and some rented) 
USDA Tobacco Grader/Farmer 

JERRY WEST 

1365 NC 222, East Fremont, N.C. 27830 
Tel: (919)242-5239 
White Male - 51 years' old 
Grows 135 acres of Flue Cured Tobacco (some owned and some rented) 
Family operation 

FSA State Committee/Tobacco Growers Association/Grange/Farm Bureau 

JAKE PRICE 

5370NC U l South, Seven Springs, N.C. 28578 
Tel: (919) 658-5963 
White Male-Mid 50's 
Grows approximately 200 acres of Flue Cured Tobacco (some owned and some rented) 
Farm Supply Business 

CARROLL COLEMAN 

7368 Rock Ridge School RD, Kenly, N.C. 27542 
Tel: (919) 237-0437 
White Male - 80 years' old 
Operates farm supply and farm manage business 
Owns and share crops - some flue cured allotment that is personally owned 
Manages and share crops and leases large number of tobacco farms for others 
Farm Bureau/Tobacco Growers Association 



BILLY SAULS 

P.O. Box 3055, Eureka, N.C. 27830 
Tel: (919) 242-5346 
White Male - 60 years' old 
Retired banker (Farm Management & Trust Department) 
Owns Flue Tobacco Allotment and share crops with a tenant 



Maria Echaveste 02/03/98 04:00:41 PM 

Record Type: Record 

To: Barbara D. Woolley/WHO/EOP 

cc: Fred Duval/WHO/EOP, Mickey Ibarra/WHO/EOP 
Subject: Gov Patton 

Barbara-fyi, do we have a view, should we have view, perhaps you should talk to Fred. Thanks. 
Forwarded by Maria Echaveste/WHO/EOP on 02/03/98 03:58 PM 

Fred Duval 02/02/98 03:24:11 PM 

Record Type: Record 

To: Maria Echaveste/WHO/EOP 

cc: Mickey Ibarra/WHO/EOP 
Subject: Gov Patton 

As you know, the Governorts arrive for their annual meeting Feb 21. Each Gov will have a minute or two 
with the President. Gov Patton (D-Kty) will bring up a proposal he made in writing a few months ago to 
the President. He wants the President to call and host a Farming Summit in Kentucky (to include small 
and family farmers from around the region.). I passed along his materials but if you need them let me 
know. He is pressing me to know what we think of the issue - and he plans to promte it with the 
President. I would like to get to a yes and for the President to tell him when he sees him, or get to a no 
and me tell him beforehand. 

What do you think? 
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THE NATIONAL CENTER FOR TOBACCO- FREE KIDS 

Before the 

SENATE COMMITTEE ON AGRICULTURE, NUTRITION, 
AND FORESTRY 

Concerning 

THE FUTURE OF TOBACCO PRODUCING 
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Mr. Chairman and members ofthe Committee, I am Scott D. Ballin, a 
Senior Policy Consultant with the National Center for Tobacco Free Kids, 
an organization comprised of over 100 members dedicated to reducing the 
use of tobacco products by this nations children. 

The National Center and many of its members before its establishment have 
worked diligentiy over the last decade to bring about changes in the way in 
which we as a nation treat and deal with the tobacco industry and the sale 
and marketing of their deadly products. And it has not been easy as is 
evidenced by the four decades of control that the tobacco companies have 
had over this Congress, past presidential administrations, the courts, and our 
regulatory agencies. The tobacco industry has initiated—to use their own 
words- a successful "holding strategy" that has kept their products virtually 
unregulated and their profits high. And tiiey have done so through the 
withholding and suppression of facts and information that is after decades 
now coming back to haunt them. Their tactics can be described as nothing 
less than keeping Americans addicted to not only their products but to their 
money as well. This includes, the millions of Americans who smoke, and 
the 3,000 children who take up this deadly habit each day. It includes 
politicians who have for years allowed tobacco companies to influence their 
decisions by accepting enormous campaign contributions. It includes 
wholesalers and retailers and advertising companies who have also become 
dependent on the tobacco companies. And it includes the tobacco farmer, 
the tobacco fann family and the communities in which they live. They are 
from my own encounters with them hard working, sincere, family and 
community oriented people. They have unfortunately found themselves in 
between a rock and a hard place and have been used as pawns by the 
tobacco companies. Probably more than anyone else they have had little in 
the way of choices or altematives.The reality is that when it comes to profits 
made off tobacco, the farmer is at the bottom of the hst getting 3-5% while 
the tobacco companies are profiting somewhere in the range of40-60%. 

Today Mr. Chainnan we come to ask, that witii your leadership and the 
leadership of this Committee, we embark on a road of change tiiat will give 
the tobacco farming commimities in this country the opportunity to reduce 
their dependence on tobacco while at the same time ensuring them ofthe 
economic stability that they will need in an environment in which fewer and 
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fewer people use tobacco. I hope also that we have seen the last ofthe days 
when the tobacco companies "disinformation campaigns" have been used to 
frighten and scare tiie fanners as was done by the companies when they 
inaccurately told the farmers that FDA regulation of tobacco meant FDA 
agents seizing their farms their crops and their machinery. 

We have had in this country what I would describe as the " tobacco 
paradox". We are a country that knows and realizes that this deadly 
addictive product takes the lives of over 420,000 Americans each year, and 
that it addicts one million children each and every year. We are a country 
that knows that the tobacco companies have preyed on our children for 
decades bombarding them with seductive advertising and marketing tactics 
that have resulted in over a million new underaged customers each year. 

And yet we also are a country that has had tobacco as a part of its culture, 
its heritage - a country that has many people who depend on tobacco for 
their livelihood and in many cases as the only way to make a living. One 
tobacco farmer recently said to me, "don't forget we're people too". We 
sympathize, but I also told him, remember that the addiction, disease and 
death caused by this product is also a "people issue", that every day over 
1,000 people die due to tobacco and that each day 3,000 children take up 
this deadly addictive habit. 

We believe that this decades old "paradox" can be solved, the we can in fact 
over the short term and long term find solutions that allow us to not only 
reduce the use of tobacco products in our society and tiie disease and death 
that these products have caused but that we can also reduce the tobacco 
farmer and his community's dependence on tobacco and protect the farmer 
in the interim. We in the public health community are in effect trying to end 
what has been decades of failing to work with the tobacco farmers and are 
actively talking and dialoguing with them about their future and the future 
healtii of this nation's children- including their children. This is being done 
not only from the national level but more importantiy at the state and local 
level where public health groups are themselves entering into active 
dialogues with the farming organizations. 

Many of this nation's health and religious groups, at both the national level 
as well as in each ofthe major tobacco growing states have signed a 
resolution committing themselves and their organizations to working with 
the tobacco growing communities to bring about fundamental change. This 



resolution includes former President Jimmy Carter as well as such major 
organizations as the American Heart Association, American Cancer Society, 
and the American Lung Association. And the list is growing. I request that 
this resolution be a made a part of tiie record. 

While we are optimistic that we can in fact over the next several decades 
begin to look at ways of rebuilding the economic infrastructures 
(agriculturally as well as nonagriculturally) of the tobacco growing 
communities we know that these issues are extremely complex. The 
situation and the challenges that these tobacco growing communities face 
varies from state to state, region to region, farmer to farmer. As just one 
example as to the complexities of the issue, there are many who suggest that 
a "buy out" of the farmers is the best way of dealing with situation. But 
others fear tiiat a mere buyout will do littie in the way of ensuring that the 
fimds are reinvested into the community and that while a buyout would 
benefit the allotment holder, it will do nothing for tiie farmer who leases the 
land and who does not own the allotment. 

In one community that I had the opportunity to visit in south central 
Virginia, I heard concerns being raised that tobacco was one ofthe few 
things that kept the community afloat, that there were other problems in the 
community such as no interstate highways to bring business into the 
commuiuty, that old established business were dying out, that there was 
poor level of education, as well as a high level of unemployment to name a 
few. But what struck me Mr. Chairman was the fact that tobacco had 
become the community's "crutch", the only tiling that many felt they had 
left. What also struck me Mr. Chairman was tiiat like all of the other 
businesses before that had folded in their communities over decades tiiat 
tobacco was now threatened to go the same route. It may be the reality of 
our times not unlike other industries that have faced similar challenges or 
problems during the course of tius nation's history, such as the blacksmitii 
who lost his livelihood because ofthe automobile, or the candle industry 
who saw their decline because ofthe electric light bulb or the asbestos 
industry that was put out of business their products caused cancer. The 
choices to be made are to stick with tobacco until it too possibly goes the 
route of many other failed businesses, or to take a new look at a unique 
opportunity to begin to plan and build for the future, while at the same time 
continue using tobacco, not as a "crutch", but as a means to help stabilize 
the economies of these commimities as changes are made. 
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We believe Mr. Chairman that witb or with out a settlement the time is 
ripe for taking opportunities to make a real difference i f we wish to take it. 
But it will require involvement not only here at the federal level but at the 
state and community level as well. In order to effect change we need to 
better understand what the issues are that these communities are facing. We 
need to educate these communities about the situation and to allay their 
fears that somehow they are going to be put out of business overnight. Some 
of the proposals that have surfaced as part of the settlement talks would 
ensure that the tobacco companies guarantee that they will buy a certain 
amount of tobacco for the next 25 years. But we believe that merely 
throwing billions of dollars to the farmers to keep tiiem growing tobacco is 
not the solution, not i f we truly want to see these commimities prosper in to 
the 2P' cenmry. It simply maintains the "status quo" presenting no options 
or opportunities for those farmers and their children, and their communities, 
who want to plan for their futures to really do so, whether it's now or ten 
years from now. And that's what we think is the key—finding and 
providing a menu of Agricultural and nonagricultural options so that the 
growth of tobacco is reduced gradually and systematicallv as we also begin 
to rebuild these infrastructures, to provide new opportunities, to provide 
better education, transportation systems, job training and other economic 
assistance. There is strong sentiment from the public that this is tiie way to 
go. In a random telephone survey of 1,000 respondents recently conducted 
by the Center (August 15-17) we found that: 

Opinions were evenly divided as to whether or not farmers should 
receive money from the settiement. Thirty-four (34%) percent 
favored using money from the settlement to help farmers, while thirty 
seven (37%) percent opposed it. Twenty-nine( 29%) percent took no 
position. When this is broken out for tobacco states (6 major states) 
vs. nontobacco states the results were 45% in favor (tobacco states) 
with 32 % opposed. 

But what is most noteworthy in the survey is the fact that when asked i f 
money were to be allocated where should it go. 

Over three-fourths (77%) said that it should be used for 
programs to encourage and help farmers develop alternatives to 
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tobacco farming as sources of income. Only 11% said it should be 
used to help ensure that farmers continue to grow tobacco 
profitably. 

And of those surveyed in the six largest tobacco growing states: 

a significant 69% said that they believed that the money should 
be used to encourage and help farmers develop alternatives to 
tobacco farming as a source of income. Twenty one percent (21%) 
indicated that they believed the money should be used to support 
efforts to help ensure farmers to continue to grow tobacco 
profitably. 

These opinions are mirrored and supported by a number of editorials 
appearing in many ofthe tobacco growing state newspapers. 

Key to making this all happen is a process by which tobacco farmers, their 
families and their communities become an active part ofthe solution and 
that we stop viewing and seeing them as part of the problem. Therefore 
because of that we are supportive of the recommendations contained in the 
Koop/Kessler Advisory Report, that calls for the establishment of a high 
level blue ribbon panel, or commission, as one way, that will look at a wide 
spectrum of issues sunounding the growing and production of tobacco. Its 
primary task should be to develop and recommend short term and long term 
strategies that seek to reduce and or eliminate the production of tobacco in 
tobacco growing states while ensuring economic stability and development. 
We believe that Commission should as part of its mission: 

undertake a thorough review of the tobacco program 

undertake a thorough review that tobacco production has played and is 
playing in tobacco growing states, focusing on the major six states 

undertake a thorough review and make projections on the future 
production and sales of tobacco and tobacco products in the United 
States 
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undertake a thorough review of the intemational production of tobacco 
and tobacco products including the activities and operations of US 
tobacco companies and US leaf dealers and its ramifications on domestic 
tobacco production 

undertake a thorough review of economic models, demonstration and 
pilot projects that might be used for providing tobacco growing states 
with altematives to growing tobacco and or other uses for tobacco 

undertake a thorough review of what may be necessary to assist tobacco 
growing communities with rebuilding their economic infrastructures by 
providing options and opportunities for change (agricultural as well as 
nonagricultural), as well as for removing barriers that might exist. 

Work done by Dr. David Altman and his colleagues at the Bowman Gray 
School of Medicine in which extensive interviews were conducted earlier 
(January) this year with 1,200 growers highlights, I think, just why and how 
important the establishment of such a commission is. There are not only 
very differing opinions amongst the fanners themselves but there is also a 
need for providing them with more reliable information and a better 
understanding of what the issues are that face them in the future. And I 
would suggest that these opinions have changed just over the last several 
months as discussion of a settlement has taken place and as we in the public 
health community have done more to open up avenues of dialogue and 
discussion. For example: 

• Over 80 % of the farmers interviewed have done little in the way of 
seeking out information or materials or asking for assistance in 
supplementing their tobacco income. 

• Yet when asked to what extent the farmers interviewed were interested 
in trying other on-farm activities and altematives to supplement their 
tobacco income 60 % indicated that they were interested. Approximately 
40% said they were not. 

• Farmers were also asked to rate what they saw as barriers to 
supplementation. They identified such things as: no place to sell 
products (66.6%), lack of capital for new business (64.2 %), lack of low 



interest loans or grants for new business venture(63.3%), low supply of 
quality labor (82.4%), lack of processing plants near farming 
communities(72.2%), the need for additional skills(48.8%), lack of 
support from communities (48.7%), regional or state leaders(48.7%), 
nothing as profitable as tobacco(87.7%). 

Over 80% of the farmers interviewed thought that 10 years from now 
they would still be growing tobacco with about 9% indicating that they 
would not. 

When asked if they would recommend to their children that they should 
continue growing tobacco in the future, approximately 60% said they 
would while 34 % indicated that they would not. 

Over three quarters of the farmers interviewed believe that tobacco 
companies are interested in expanding foreign growing and 
manufacturing operations overseas and that the purchase of foreign 
tobacco by US companies poses a threat to the future of US farmers. 

Over three quarters of the farmers interviewed believe that the 
elimination ofthe tobacco program poses risks to tobacco farmers and 
tobacco farming communities. 

When asked if the tobacco program should be ended through a buyout in 
which allotment owners and renters would be paid a lump sum of 
money, about 50% opposed such proposal while about 34 % supported 
it. 

• And finally when asked if they thought the public health groups and the 
medical community were interested in putting them out of business, 
about 83% said yes. 

Mr. Chairman the most critical aspect of the Commission's activities will be 
to ensure that its conducts extensive hearings at the community level and 
provides opportunities for the tobacco growing communities to be heard. 
The Commission must be composed of the necessary qualified experts who 
understand agriculture, economics, tobacco, growing capital investment, 
and small business. In the several months that I have been working on this 
issue, the one thing that is imminently clear is that there are as many 
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solutions as there are problems. We have to make an effort to sort tiiese 
complex issues out and to develop solutions to fit the needs of these 
communities. 

If the settlement does move forward and there are moneys available to the 
tobacco farmers and their communities, then, we believe, that there needs to 
be careful consideration of how that money is to be spent. It may be that in 
the first several years ofthe 25 year settiement period that the majority of 
the money should go to guaranteeing that the tobacco companies buy a set 
amount of tobacco, with a smaller amount going into an economic 
development fimd. This in time should however, be reversed so that the 
bulk of the money by the 25th year of the agreement is allocated to 
nontobacco activities. This gradual transition would allow for the 
commission we are proposing being established to do its work, to report 
back to Congress the administration and state policy bodies with specific 
recommendations that could both be fimded and implemented. It also 
ensures that these communities remain economically and psychologically 
stable as changes occur. We want to assure farmers that we are not 
suggesting or advocating that their livelihoods be terminated over the next 
several years but that we are suggesting that options be provided for 
implementing viably economic changes that will in fact bolster their 
communities over the next several decades. I want to also point out that 
even without a settiement the public health community has long supported 
and continues to support an earmarking of a portion ofa tobacco excise tax 
to be used for the purposes we have outlined today. 

Mr. Chairman, in closing let me emphasize that I do not come here on 
behalf ofthe public health community and many other organizations who 
have expressed an interest in this issue as an expert on the complexities of 
the issues. I come here because we see opportunities for change that must be 
taken. It would be easy for us to sit back and move forward with our public 
health agenda which seeks to obviously reduce tobacco use in this country, 
and ignore the fanning communities in this country and let the future 
determine their fate. But, as public health organizations and rehgious and 
other organizations that have the interests of "people" at stake we caimot 
and should not ignore the farmer. They are not the ones who deceived the 
public, they are not the ones who targeted our children, tiiey are not the ones 
who have reaped excessive profits at the expense of addiction disease and 
death. 
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But I would hope tiiat the tobacco farmers and their leaders would see 
today's environment as the unique opportunity that it is and that they will 
look to the future and not a merely retaining the "status quo". 

Thank you. 
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Methods 

Summary of Polling on Farmers and the Settiement 

A random telephone sun/ey of 1,000 respondents was conducted August 15-17. 
1997. We asked three questions (see attached) regarding help for tobacco 
femiers from settlement funds. 

Awareness of Settiement Provisions Re: Farmers 

• A slim majority (53%) of Americans con-ectly believe that the settlement does 
not provide any.money to help fiarmers who might be affected by decreases 
in tobacco sales resulting from the settlement. A large proportion- (34%) don't 
know whether it does, and just 13 percent believe the settlement provides 
money for farmers, 

• Interestingly, respondents in the six largest tobacco producing states (NC, 
VA, KY, SC, TN, GA) are only slightly more likely (56% v. 53%) than those in 
the other states to know that the settiement does not provide funds for 
fanmers. As with the total sample, about a third of each group does not know 
whether farmers receive funds from the settlement 

Opinion on Whether Farmers Shouid Receive Help 

• Opinions are evenly divided on whether famiers should receive money from 
the settlemenL Thirty-four percent favor using money from the settlement to 
help farmers, while 37 percent oppose it. Twenty-nine percent say they 
neither favor nor oppose using settlement fiinds for farmers or don't know. 

% 
Favor (Net) 34% 

Strongly Favor 14% 
Somewhat Favor 20% 

Neither Favor nor Oppose/Don't Know 29% 
Oppose (Net) 37°/c 

Somewhat Oppose 11 °/c 
Strongly Oppose 267c 

-(Number of Resp.ond6nts) 1004 

Demographic differences in opinion on the issue are not pronounced for the 
most part, but there are some differences. 
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Respondents in the six largest tobacco producing states (NC, VA, KY, 
SC, TN, GA), are more likely than those from other states (45% v. 
32%) to favor using money from the settlement to help tobacco 
farmers. Conversely, those in the other states are more likely than 
those in the six tobacco states to oppose using funds for farmers (38% 
V. 31%) and to be undedded (30% v. 24%). 

Respondents in the South (40%) were most likely to favor help for 
farmers, followed by those in the Northeast (36%). Midwest (32%), and 
West (25%). 

The oldest (older than 65) respondents (21 %) were very unlikely to 
favor help fbr farmers, and the youngest (younger than 25) were also 
relatively less likely (29%):to favor help for the farmers. 

Type of Help That Should be Provided 

• Ail respondents, even those opposing help for farmers from the settlement, 
were asked what form the help should fake if it were provided. Over three-

" fourths (77%) said it should be used for programs to encourage and help 
farmers to develop altematives to tobacco famning as sources of income. 
Just 11 percent said it should he used to help ensure that farmers continue to 
grow tobacco profifably. Seven percent volunteered that it should not be 
used fbr either type of program, while less than one percent volunteered that 
it should be used for both. Five percent ofthe respondents said they did not 
which type of program should be supported. 

• Though not as strongly as those in other sfates, respondents in the six 
largest tobacco growing sfates prefen-ed programs encouraging altematives 
to tobacco (69%) to those helping famiers to continue growing tobacco 
(21%). In other sfates, programs for altematives to tobacco were preferred 
by 78 percent, while 9 percent prefen^ programs to help farmers continue to 
grow tobacco. 

• Among those who favor using money from the settlement for farmers, 76 
. percent believe it should be used to help farmers develop altematives to 
tobacco; 20 percent think it should be'used for programs to ensure that 
farmers can continue to grow tobacco pnofifabiy. 
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SURVEY QUESTIONS 

Recently, several states suing the tobacco industry reached an agreement with 
the industry that would settle the lawsuits against the industry and provide some 
immunity Irom future lawsuits. In retum, the tobacco industry agreed to accept 
strict advertising and marketing restrictions and to pay roughly $370 billion over 
the next 25 years for various purposes. The proposed agreement is now being 
reviewed by the Congress and the White House who are considering legislation 
to enact it into law. 

1. To the best of your knowledge, does the proposed agreement provide any 
money to help tobacco fanners who .might be affected by decreases in 
tobacco" sales that result from the agreement 

- Y e s - '- - - . • " 
No - / " " - . 
Don't Know 

2. What is your opinion of using money from the settlement to help tobacco 
farmers affected by decreases in tobacco saies. Do you strongly favor, 
somewhat favor, neither favor nor oppose, somewhat oppose, or strongly 
oppose using settlement funds to help tobacco fanners? 

Strongly Favor 
Somewhat Favor 
Neither Favor Nor Oppose 
Somewhat Oppose 
Strongly Oppose 

3. If money were used to aid tobacco fanners, which of the following types of 
programs should be supported. 

Randomize 

Programs to help ensure that fanners continue to grow tobacco profftably. 

OR 

Programs to encourage and help fanners develop altematives to tobacco 
fanning as sources of income. 

Do Not Read 
Both types of programs 

Neither Type 
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Resolution of Mutual Understanding Between 
Organizations and Individuals Interested in Working 

Cooperatively to Reduce Tobacco Use WhUe Ensuring 
Economic Stability and Opportunities in Tobacco 

Growing States 

Whereas the public health community recognizes that the production of tobacco 
plays a significant role in the economic maintenance of many American families 
living in tobacco states, 

Whereas the tobacco producing community recognizes that tobacco use is a 
major contributor of disease, 

Whereas the public health community Is sensitive to the uncertainties that 
tobacco growers and their families have about their future and being able to 
make a living and provide for their families. 

Whereas the public health community recognizes that eliminating the tobacco 
program without significant changes to support the economic infrastructures of 
tobacco growing communities, will not reduce the use and consumption of 
tobacco. 

Whereas the tobacco producing community realizes and accepts the fact that 
more needs to be done to curtail tobacco use by minors and that adults should 
be given full and complete information about tobacco in order to make informed 
choices as to whether they smoke or not 

Whereas the public health community and tobacco producing communities 
agree that there are opportunities for worthing cooperatively to meet both the 
public health objectives as well as ensuring economic sfability in tobacco 
growing sfates, 

Whereas the public health community will actively work for providing tobacco 
producing communities viable economic options for diversification as well 
ensuring assistance for economic development, 

Whereas the tobacco producing communities will support meaningful and fair 
standards goveming the manufacture, sale, distribution, labeling and marketing 
of tobacco products, ~ 
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Be i t Resolved Vr\Bt- we the undersigned individuals and organizations commit to 
working together in an open and honest fashion that will seek to find solutions to 
the health problems caused by tobacco use domestically and intemationally as 
well as developing, and providing tobacco growing communities with new 
opportunities that give farmers options for ensuring future economic sfability and 
productivity independent of tobacco production. 

INDIVIDUALS 

President Jimmy Carter - Plains, Georgia 
Congressman Jim Cooper (D-TN - RTD) 
Michael Terry - Memphis Tennessee 
(son of Surgeon General Luther Terry, MD) 
Dr. Pat Robertson - Christian Broadcast Network (CBN), Virginia Beach,Virginia 

NATIONAL HEALTH AND OTHER ORGANIZATIONS 

National Center for Tobacco-Free Kids 
American Heart Association 
American Cancer Society 
American Lung Association 
American Public Health Association 
Americans For Non-Smokers Rights 
American Association of Respiratory Care 
The Carter Center - Atlanta Georgia 

RELIGIOUS ORGANIZATIONS 

Christian Broadcast Networic (CBN) 
Washington Institute 
Inter-religious Coalition on Smoking Or Health 

TOBACCO STATE ORGANIZATIONS 

American Heart Association (Virginia Affiliate) 
American Lung Association (North Carolina) 
American Cancer Society, North Carolina Division, Inc. 

ACS Metrolina Division 
ACS Eastem Region 
ACS Triad Region 
ACS Triangle Region 
ACS Western Carolina Region 
ACS Wilmington Region 
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American Heart Association, North Carolina Affiliate, Inc. 
North Carolina Society for Respiratory Care 
National Black Leadership Initiative on Cancer (North Carolina) 
Richmond County Healthy Carolinians 2000 (North Carolina) 
Coalition for-Health and Agricultural Development (Kentucky) 
American Lung Association (Kentucky) 
Kentucky Cabinet for Health Services 
Kentucky Smokeless States Project 
Center for Sustainable Systems, Berea, KY 
Kentucky Action: 

American Cancer Society (K Division) 
- American Heart Association {KY Affiliate) 

American Lung Association of Kentucky 
Kentucky Dental Association 
Kentucky Medical Association 
Kentucky Nurses Association 
Kentucky Parent-Teacher Association 
Kentucky Society for Respiratory Care 
American Academy of Family Physicians 
Appalachian Regional Healthcare 
Barren River District Health Department 
Bluegrass West, Regional Prevention Center 
Bourbon County Health Department 
Brown Cancer Center 
Bullitt County Health Department 
Communicare Pace, Regional Prevention Center 
Comprehend Incorporated Regional Prevention Center 
Cumberland River. Regional Prevention Center 
Cumberland Valley District Health Department 
Diocese of Covington 

Eastern Kentucky University Department of Psychology 
Fivco District Health Department 
Floyd County Health Department 
Franklin County Health Department 
Green River, Regional Prevention Center 
Hopkins County Health Department 
Jefferson County Health Department 
Johnson County Health Department 
Kentucky Association of School Nurses 
Kentucky Cancer Program 
Kentucky Chemical Dependency Counselor's Board 
Kentucky Department of Education 
Kentucky Department for Health Services 
Kentucky Division of Substance Abuse 
Kentucky Health Department Association 
Kentucky Hospital Association 
Kentucky Pharmacists Association 
Kentucky Public Health Assodation 
Kentucky River District Health Department 
Kentucky River Regional Prevention Center 
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Kentucky School Boards Association 
Lake Cumberland District Health Department 
Lexington-Lafayette County Health Department 
Lifeskills Incorporated, Regional Prevention Center 
Lifestyles Incorporated.Regional Prevention Center 
Lincoln Trail District Health Department 
Madison County Health Department 
Mountain Comprehensive Care,Regionai Prevention Center 
Northern Kentucky District Health Department 
Oldham County Health Department 
Pennyriie District Health Department " -
Prevention Research Institute 
Professional Consultant Associates Danville, Richmond 
Resolutions, regional Prevention Center 
Rockcastle County Health Department 
Saint Joseph Hospital 
Seven County Services - " • 
The Adania Group, Regional Prevention Center 
University of Kentucky, Center for Prevention Research 
University of Kentucky, Department of Family Practice 
University of Kentucky, Pulmonary Division 
University of Louisville College of Medicine 
Veterans Administration Medical Center 
Western Kentucky Regional Prevention Center 
Westem Kentucky University School of Public Health 

As of September 10,1997 
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IF CONGRESS and the President agree t o any g l o b a l settlement w i t h the 

tobacco i n d u s t r y , farmers must be among the b e n e f i c i a r i e s of the settlement. 
Otherwise, as Sen. Wendell Ford s a i d l a s t month when members of Congress 
attacked tobacco on another f r o n t , ''farmers go out of business, and whole 
communities i n the South d i e . ' ' 

That i s not the r e s u l t the attorneys general were seeking when they began 
t h e i r n e g o t i a t i o n s w i t h tobacco companies l a s t s p r i ng. Yet, when they f i n i s h e d 
t h e i r work e a r l i e r t h i s summer, the farmers had been l e f t out. That f i r s t - d r a f t 
agreement contained p r o v i s i o n s f o r compensating smokers and st a t e health-care 
budgets, but not a dime had been set aside t o help tobacco states make the 
t r a n s i t i o n t o a new economy. 

* 
Sens. Ford and Mitch McConnell have done every Kentuckian a favor by d r a f t i n g 

a proposal t h a t would give farmers and farm communities up t o $ 17.2 b i l l i o n i n 
a i d over the next 25 years. Emissaries f o r both men emphasize t h a t the proposal 
at t h i s p o i n t i s j u s t a d r a f t - t h a t whatever document e x i s t s today w i l l be out 
of date tomorrow. 

But there i s a philosophy t h a t i s c e n t r a l t o the document t h a t doesn't seem 
l i k e l y t o change, and t h a t philosophy concerns us. The goal of the senators -
and of the farm organizations t h a t have been working w i t h them - seems t o be t o 
preserve what tobacco farmers have r i g h t now. 

Instead, the p r i o r i t y should be t o use t h i s o p p o r t u n i t y f o r an economic 
w i n d f a l l t o wean Kentucky from i t s dependence on tobacco and t o move our 
a g r i c u l t u r a l economy t o a more secure f u t u r e . 

That's not t o say farmers w i l l not, at some p o i n t , need cash help. But the 
senators are i n danger of c r e a t i n g a new en t i t l e m e n t program when they propose 
t h a t farmers be guaranteed the income they received from t h e i r tobacco crops i n 
1996 f o r the next 25 years. 

That p r e t t y much elim i n a t e s the i n c e n t i v e t o t r y something new, or t o prepare 
f o r the day 25 years from now when the en t i t l e m e n t disappears. 

The senators would set aside $ 500 m i l l i o n a year t o give farmers a 
guaranteed income. Meantime, only $ 50 m i l l i o n would be set aside f o r grants t o 
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a g r i c u l t u r a l organizations f o r p i l o t p r o j e c t s t o help farmers d i v e r s i f y . 
I f Sens. McConnell and Ford have t h e i r way, another $ 250 m i l l i o n would go t o 

the states annually f o r job development i n tobacco counties, but, as Amy Barkley 
of the C o a l i t i o n f o r Health and A g r i c u l t u r e Development says, ''What our r u r a l 
communities need more than more underwear f a c t o r i e s i s a plan f o r preserving the 
fa m i l y farm.'' 

Yet what we're seeing i n the Kentucky senators' plan and what we're hearing 
from other members of tobacco s t a t e delegations i s t h a t t h e i r p r i o r i t y i s t o 
hold onto the tobacco program a l i t t l e longer. 

As Rep. Scotty Baesler r e c e n t l y t o l d Courier-Journal r e p o r t e r Mike Brown, h i s 
goal was ''to make sure the (tobacco) program i s s o l i d , the p r i c e i s s o l i d , the 
quota i s s t a b l e . ' ' Where's a v i s i o n of the f u t u r e i n that? 

A l o t of f o l k s are r e l u c t a n t t o oppose the senators' approach, e s p e c i a l l y 
since the money t o fund t h i s new e n t i t l e m e n t program wouldn't come from 
taxpayers but from the tobacco i n d u s t r y i t s e l f . 

4 

But Kentucky's farm communities probably w i l l never get another i n f u s i o n of 
money l i k e t h i s , so choices on how t o spend i t must be made c a r e f u l l y . 

And there should be no rush t o decide, as former FDA chi e f David Kessler and 
former Surgeon General C. Everett Koop have pointed out. They are advocating 
t h a t a commission address the issue of what help tobacco-growing communities 
w i l l need, then r e p o r t back t o Congress and President C l i n t o n . 

''For farmers, the sky i s not f a l l i n g , ' ' p o i n t s out Scott B a l l i n , a senior 
p o l i c y consultant t o the Campaign f o r Tobacco Free Kids. ''Decisions on how t o 
appropriate the money don't need t o be made overnight.'' 

There i s no agreement on a settlement at t h i s time, and i f one e v e n t u a l l y i s 
reached, i t w i l l be years before the FDA decides what form r e g u l a t i o n should 
take. I t w i l l be more time s t i l l before those r e g u l a t i o n s have an impact. 

This pot of money t h a t Sens. McConnell and Ford want t o d e l i v e r t o Kentucky 
represents a unique o p p o r t u n i t y f o r farm communities. Taking f u l l advantage of 
i t w i l l r e q u i r e some t r u l y i n novative t h i n k i n g . Unfortunately, t h a t i s absent 
from the plan so f a r . 
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IF CONGRESS and the President agree t o any g l o b a l settlement w i t h the 
tobacco i n d u s t r y , farmers must be among the b e n e f i c i a r i e s of the settlement. 
Otherwise, as Sen. Wendell Ford s a i d l a s t month when members of Congress 
attacked tobacco on another f r o n t , ''farmers go out of business, and whole 
communities i n the South d i e . ' ' 

That i s not the r e s u l t the attorneys general were seeking when they began 
t h e i r n e g o t i a t i o n s w i t h tobacco companies l a s t s p r i n g . Yet, when they f i n i s h e d 
t h e i r work e a r l i e r t h i s summer, the farmers had been l e f t out. That f i r s t - d r a f t 
agreement contained p r o v i s i o n s f o r compensating smokers and sta t e health-care 
budgets, but not a dime had been set aside t o help tobacco states make the 
t r a n s i t i o n t o a new economy. 

« 
Sens. Ford and Mitch McConnell have done every Kentuckian a favor by d r a f t i n g 

a proposal t h a t would give farmers and farm communities up t o $ 17.2 b i l l i o n i n 
a i d over the next 25 years. Emissaries f o r both men emphasize t h a t the proposal 
a t t h i s p o i n t i s j u s t a d r a f t - t h a t whatever document e x i s t s today w i l l be out 
of date tomorrow. 

But there i s a philosophy t h a t i s c e n t r a l t o the document th a t doesn't seem 
l i k e l y t o change, and th a t philosophy concerns us. The goal of the senators -
and of the farm organizations t h a t have been working w i t h them - seems t o be t o 
preserve what tobacco farmers have r i g h t now. 

Instead, the p r i o r i t y should be t o use t h i s o p p o r t u n i t y f o r an economic 
w i n d f a l l t o wean Kentucky from i t s dependence on tobacco and t o move our 
a g r i c u l t u r a l economy t o a more secure f u t u r e . 

That's not t o say farmers w i l l not, a t some p o i n t , need cash help. But the 
senators are i n danger of c r e a t i n g a new e n t i t l e m e n t program when they propose 
t h a t farmers be guaranteed the income they received from t h e i r tobacco crops i n 
1996 f o r the next 25 years. 

That p r e t t y much elim i n a t e s the i n c e n t i v e t o t r y something new, or t o prepare 
f o r the day 25 years from now when the e n t i t l e m e n t disappears. 

The senators would set aside $ 500 m i l l i o n a year t o give farmers a 
guaranteed income. Meantime, only $ 50 m i l l i o n would be set aside f o r grants t o 
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a g r i c u l t u r a l organizations f o r p i l o t p r o j e c t s t o help farmers d i v e r s i f y . 
I f Sens. McConnell and Ford have t h e i r way, another $ 250 m i l l i o n would go t o 

the s t a t e s annually f o r job development i n tobacco counties, but, as Amy Barkley 
of the C o a l i t i o n f o r Health and A g r i c u l t u r e Development says, ''What our r u r a l 
communities need more than more underwear f a c t o r i e s i s a plan f o r preserving the 
f a m i l y farm.'' 

Yet what we're seeing i n the Kentucky senators' plan and what we're hearing 
from other members of tobacco s t a t e delegations i s t h a t t h e i r p r i o r i t y i s t o 
hold onto the tobacco program a l i t t l e longer. 

As Rep. Scotty Baesler r e c e n t l y t o l d Courier-Journal r e p o r t e r Mike Brown, h i s 
goal was ''to make sure the (tobacco) program i s s o l i d , the p r i c e i s s o l i d , the 
quota i s s t a b l e . ' ' Where's a v i s i o n of the f u t u r e i n that? 

A l o t of f o l k s are r e l u c t a n t t o oppose the senators' approach, e s p e c i a l l y 
since the money t o fund t h i s new e n t i t l e m e n t program wouldn't come from 
taxpayers but from the tobacco i n d u s t r y i t s e l f . 

But Kentucky's farm communities probably w i l l never get another i n f u s i o n of 
money l i k e t h i s , so choices on how t o spend i t must be made c a r e f u l l y . 

And there should be no rush t o decide, as former FDA c h i e f David Kessler and 
former Surgeon General C. Everett Koop have pointed out. They are advocating 
t h a t a commission address the issue of what help tobacco-growing communities 
w i l l need, then r e p o r t back t o Congress and President C l i n t o n . 

•'For farmers, the sky i s not f a l l i n g , ' ' p o i n t s out Scott B a l l i n , a senior 
p o l i c y consultant t o the Campaign f o r Tobacco Free Kids. ''Decisions on how t o 
appropriate the money don't need t o be made overnigh t . ' ' 

There i s no agreement on a settlement at t h i s time, and i f one e v e n t u a l l y i s 
reached, i t w i l l be years before the FDA decides what form r e g u l a t i o n should 
take. I t w i l l be more time s t i l l before those r e g u l a t i o n s have an impact. 

This pot of money t h a t Sens. McConnell and Ford want t o d e l i v e r t o Kentucky 
represents a unique o p p o r t u n i t y f o r farm communities. Taking f u l l advantage of 
i t w i l l r e q u i r e some t r u l y i n n o v a t i v e t h i n k i n g . U n f o r t u n a t e l y , t h a t i s absent 
from the plan so f a r . 
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The proposed tobacco settlement could run i n t o serious roadblocks i n Congress 
unless steps are taken t o p r o t e c t tobacco farmers, members and p o l i t i c a l 
observers a l i k e agree. 

I n f a c t . Rep. Jim Bunning, R-Southgate, i s adamant about i t . 

" U n t i l we can get t h a t , I don't t h i n k we can get any k i n d of settlement 
through Congress," Mr. Bunning said. " I don't t h i n k the settlement's got a 
chance unless the tobacco states are f o r i t . " 

When asked whether Republican leaders such as House Speaker Newt Gingrich and 
Senate M a j o r i t y Leader Trent L o t t supported doing something f o r tobacco 
farmers, Mr. Bunning said, "Absolutely. They are going t o p r o t e c t the growers 
more than anyone else." 

Mr. Bunning's comments come as Sens. Wendell Ford, D-Owensboro, and Mitch 
McConnell, R - L o u i s v i l l e , continue t a l k i n g t o farmers and working on proposed 
l e g i s l a t i o n t h a t ' s designed t o p r o t e c t growers from some of the d i s r u p t i o n s t h a t 
the $ 368 b i l l i o n settlement could cause f o r the i n d u s t r y . 

Mr. Bunning s a i d the Ford-McConnell product i s "probably going t o be a 
r a l l y i n g b i l l f o r a l l of the Kentucky d e l e g a t i o n . " 

Mr. Ford's o f f i c e s a i d Friday the senator i s c o n f i d e n t there w i l l be p l e n t y 
of support i n Congress - and among anti-tobacco f a c t i o n s w i t h an i n t e r e s t i n the 
settlement - f o r p r o t e c t i n g tobacco farmers i n Kentucky and other s t a t e s . 

"The senator has expressed h i s concerns about the farmers being taken care of 
t o a v a r i e t y o f f a c t i o n s . He f e e l s h i s message i s being heard. He feels'most 
groups also agree t h a t the farmer has t o be taken care o f , " s a i d Ford s t a f f e r 
Meg Conlon. 

Sarah Binder, a p o l i t i c a l analyst a t the Brookings I n s t i t u t e , s a i d she can 
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e a s i l y e n v i s i o n scenarios where farm-state members could block the settlement i n 
the Senate unless they thought t h e i r c o n s t i t u e n t s were pro t e c t e d . 

Senate r u l e s make i t f a r easier than i n the House f o r a small number of 
members t o hold up l e g i s l a t i o n . 

She c i t e d North Carolina Republicans Jesse Helms and Lauch F a i r c l o t h as among 
those most l i k e l y t o r a i s e a p r o t e s t against the settlement, although Mr. Ford 
and Mr. McConnell have made t h e i r i n t e n t i o n s well-known. 

"Their a b i l i t y t o o b s t r u c t the Senate would make i t easier t o ensure a 
package f o r farmers would be included," Ms. Binder said of tobacco-state 
senators. 

D i f f e r e n t t a c t i c s i n House 

In the House, however, much would depend on how votes on the settlement are 
s t r u c t u r e d . I f r e l i e f f o r tobacco farmers i s a stand-alone amendment, tObacco-
s t a t e members may have a harder time, she said. 

A spokesman f o r M i s s i s s i p p i Attorney General Mike Moore, a c e n t r a l f i g u r e i n 
the tobacco settlement, said Mr. Moore expected lawmakers would want t o do 
something f o r farmers. 

"We assumed a l l along t h a t i n the congressional process, the farmers would 
become p a r t of the debate," s a i d Trey Bobinger, a s s i s t a n t a t t o r n e y general i n 
M i s s i s s i p p i . "We have no o b j e c t i o n t o the farmers having i n p u t i n t o the 
congressional process." 

Mr. Bobinger s a i d farmers were not p a r t of the settlement n e g o t i a t i o n s 
because they were not one of the named p a r t i e s i n the l i t i g a t i o n t h a t l e d t o the 
agreement. 

" I f anyone should have represented the farmers, i t seems the tobacco i n d u s t r y 
should have - p r o t e c t i n g t h e i r source," he said. 

When asked whether Mr. Moore would object t o something's being done f o r 
farmers, Mr. Bobinger said, "We are going t o defer t o Congress on t h a t issue." 

Vote long way o f f ^ 

Ms. Binder, the Brookings p o l i t i c a l analyst, s a i d the settlement i s one 
instance where tobacco farmers and the i n d u s t r y may have d i f f e r e n t goals. " I 
don't t h i n k t h e i r i n t e r e s t s are ne c e s s a r i l y e n t i r e l y a l i g n e d , " she sa i d . 

Mr. Bunning s a i d he doubts Congress w i l l f i n i s h work on the settlement i n 
1997. "But t h a t doesn't mean i t can't get done i n the 105th (Congress)," he 
said. 

Mr. Bunning added: " I don't see i t ' s got an e x c e l l e n t chance of passing as i t 
i s , even i f there i s p r o t e c t i o n ( f o r f a r m e r s ) . I t i s a hodgepodge of a l o t of 
things r i g h t now." 

LOAD-DATE: August 19, 1997 

I LEXIS-NEXIS" ^ LEXIS-NEXIS ^ LEXIS-NEXIS 
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MEMORANDUM 

TO: TOM FREEDMAN, MARY SMITH 

FROM: JULIE MIKUTA 

RE: TOBACCO NEGOTIATIONS ON BEHALF OF PRODUCERS 

DATE: AUGUST 19, 1997 

THE NEGOTL\TIONS 

There are two approaches to the negotiations on behalf of the tobacco producers. First, to leave 
/ the program as it is. The only difference may be that net cost assessments and other administrative 

'L- costs will be discontinued. It is difficult to tell based on the wording of the fax whether these costs 
are currently paid, or if they have already been discontinued. 

The second approach is to plan a reaction in case Congress eliminates the current tobacco 
program, or manufacturers fail to meet purchase requirements. Two plans are being made. 
According to the faxed proposal, these payments will come out of the $368.5 billion settlement 
agreement. 

1. Transition Payments: If the prices fall, the 1996 market price average will be used as the 
baseline price, and farmers will receive a payment to bring up the deflated cost to the 1996 
price. The faxed table of transition payments is based on the estimate that prices will fall 6 
cents per year; over the course of the next 8 years, it will cost $1,886 billion to make 
transition payments to the farmers. This estimate assumes that the quota level stays at 873 
million pounds. 

2. Quota Compensation: If manufacturers do not meet purchase requirements, the tobacco that 
should have been bought by manufacturers will be 'retired' and the farmers will be paid 
$4.00/lb for it. The second table on the page titled "1996 Quota" assumes that 6.25% of the 
quota will not be purchased each year for the next 8 years. The 8-year sum of payments to 
farmers will be $1.408 billion. 

3. Quota Compensation if all quota is retired: After 8 years, 50% of the 1996 quota will have 
been 'retired' (i.e. 6.25% ofthe quota will be retired each year, which equals 50%) after 8 
years). Based on the proposal, at that point (when the quota is less than 50%» ofthe 1996 
level), the remaining quota is retired and immediately bought by the government at $4.00/ Ib. 
After eight years, 520.69 million pounds will be bought- a $2,083 billion purchase. 



MEMORANDUM 

TO: BRUCE REED, ELENA KAGAN 

CC: JERRALD MANDE, ELIZABETH DRYE 

FROM: TOM FREEDMAN 
MARY SMITH 
JULIE MIKUTA 

RE: TOBACCO GROWERS AND THE SETTLEMENT 

DATE: JULY 15,1997 

SUMMARY 

This memo gives a general overview of tobacco production, various government 
programs, and how the settlement is likely to affect growers. The last section lists 
recommendations for the tobacco negotiations from congressional and farm sources. Attached are 
some relevant articles and possible discussion topics. 

I. JULY 16, 1997 MEETING ATTENDEES 

Secretary Glickman, Secretary Shalala, Bruce Reed, Gov. Hunt, and representatives from 
State Farm Bureaus: Larry Wooten (Asst to the President, NC Farm Bureau), Harry Bell 
(President, SC), Wayne Ashworth (President, VA), Carl Loop (President, FL), Wayne Dollar 
(President, GA), Bill Sprague (President, KY), and Flavius Barker (President, TN). 

II. TOBACCO PRODUCTION STATISTICS 

Cigarettes account for 90% ofthe tobacco used in the United States. In 1995, domestic 
burley accounted for about 27% of the tobacco used in cigarettes; domestic flue-cured, 
37%; Maryland, 1%; and imported, 35%. 

• Tobacco is produced in 21 states. North Carolina accounts for 37% of the acreage; KY 
for 28%. Together, Virginia, South Carolina, Tennessee, and Georgia account for another 
26%. 

Tobacco farming accounts for 6.5% of NC's GSP; and for 2.5% of KY's GSP. [State 
Tobacco Control Highlights, 1996] 

An estimated 124,000 farms grew tobacco in 1,992. About 3/4 of them are classified as 
tobacco farms, meaning that tobacco comprises at least 50% of sales. The average impact 
of reductions in demand due to a 62 cent rise in cigarette prices would be about $885 a 
farm on a tobacco crop worth $18,000 a farm. [Ken Wamer study] 



In North Carolina, there are 16,830 jobs (0.47% of state's total) in tobacco 
manufacturing. Virginia has 9,550 (0.31%); Kentucky has 4,210 (0.25%); Florida has 
1,480 (0.02%); and Tennessee has 1,180 (0.05%). 

Over the past decade, tobacco prices have risen at a 6.3% annual rate, compared to 3.7% 
for "core" consumer prices (excluding food and energy). Faster growth was mainly the 
result ofa sharp uptrend prior to 1993. 

This year, tobacco prices have sped up again, increasing at nearly an 8% annual rate 
through May in part reflecting higher state taxes. 

Tobacco is the 6th largest cash crop. 

Leaf exports accounted for 33% of U.S. production in 1996. In the same year, 32% of the 
cigarettes manufactured in the U.S. were shipped overseas. 

III. HOW THE GOVERNMENT PROGRAM WORKS 

• Most U.S. tobacco production has been under a price support and supply control program 
since the 1930s. Producers are guaranteed higher than market equilibrium prices in 
exchange for limiting marketings through marketing quotas. Support prices are based on 
the previous year's level, and adjusted by changes in the 5-year average of prices and the 
cost of production index. Quotas are based on: intended purchases by cigarette 
manufacturers; average aimual exports for the 3 previous years; and the amoimt of 
tobacco required to attain a specific reserve level. 

A 1991 survey of farms showed that only 7% of flue-cured operators owned the entire 
tobacco quota they produced; about 21% rented all their quota, and 72% owned and 
rented quota. The percentage of burley farmers owning all of their quota is higher, 
reflecting the more restrictive rules goveming burley transfer and leasing. 

• Quota levels have generally declined since the mid-1970s, following a decline in 
marketings. Quota levels are up for both flue-cured and burley tobacco in 1997, reflecting 
increased marketings and reduced stock levels in 1996. 

• In response to surging tobacco imports (which increased nearly 250% from 1990- 93), 
Congress enacted a provision in the Omnibus Budget Reconciliation Act (OBRA) of 
1993 which required US-manufactured cigarettes to contain 75% US-grown tobacco. As 
part ofthe Umguay Round implementing legislation, domestic content provisions were 
replaced by the establishment of a tariff rate quota for certain imported tobacco, primarily 
flue-cured and burley. 

V 

The OBRA of 1990 imposed an assessment of 0.5% ofthe national loan rate on all 
growers; it expired in 1995, but the OBRA of 1993 extended it through 1998. 

The "No-Net-Cost Tobacco Program Act of 1982" required that, to be eligible for price 



support, tobacco producers had to contribute to a fund or pay assessments to an account 
established by the cooperative association that makes Federal support loans available to 
producers. The funds are collected to cover potential losses in operating the price support 
program. 

IV. EXPECTED EFFECTS OF THE SETTLEMENT ON GROWERS 

• The USDA currently does not forecast adverse affects on tobacco farmers; while 
domestic demand may decrease from the deal, export demand is growing 

• Based on a short mn elasticity of -0.4, a 25 cent per pack increase in retail price would 
likely result in a 5.2% decline in cigarettes consumption, and a 29.2 million poiund 
decline in domestic tobacco use, about 2% of 1996 U.S. production.. A 50 cent per pack 
price increase would lead to a 10.5% decline in cigarette consumption. (Draft USDA 
estimates) 

I f the Settlement reduces underage consumption by 30% by the 5th year, the result will be 
a decline of 5.7 to 9.2 milhon pounds of U.S. tobacco. U.S. tobacco production in 1996 
was 1,517 million pounds. 

• Cigarette exports are not restricted by the settlement and will likely continue their upward 
trend. 

• A 25-cent increase in cigarette prices is estimated to result in a decline in the use of flue-
cured and burley tobacco for domestic cigarette consumption of 10% and 8.4 %, 
respectively, by 2006. (Draft USDA estimate) 

• This decline will be partially offset by the use of domestic tobacco for increased cigarette 
production for export. Total flue-cured and burley marketings will likely fall by 6.4% and 
7.5%, respectively, by 2006. 

A 50-cent increase is estimated to result in a decline in total flue-cured and burley 
marketings of 8.1% and 9.8%, respectively. 

V. SOME PROPOSALS 

In a March 1994 ABC News Special featuring President Clinton answering questions from young 
people at the White House, he stated, "There are a lot of good people in America who still raise 
tobacco. And we should have ftinds set aside for them (in the cigarette tax) to help them convert 
away from raising tobacco to doing other kinds of farming so they can actually make a living." 

These are 2 sets of proposals on the tobacco negotiations. They both recommend continuing 
support for the current tobacco program, and maintaining quotas. 

The North Carolina Dept of Agriculture and Consumer Services made these recommendations at 
a meeting held on 7/10/97. The meeting was attended by the chair of the NCDA, Commissioner 
James Graham, Deputy Commissioner Weldon Denny, WB Jenkins and Larry Wooten of the NC 



Farm Bureau, representatives from tobacco growers associations and other agricultural interest 
groups. 

1. Protect the current tobacco program. 

2. Maintain the tobacco quota and current price support system. 

3. Secure a commitment form the tobacco companies to purchase 600 million pounds of 
flue-cured tobacco armually. 

It was a consensus of this group that any legislation enacted by Congress to implement the 
settlement should address the following growers concems: 

4. Authorize the Sec of Agriculture to implement program changes through a referendum by 
the growers. 

5. Set aside 1% of settlement package to allow for quota buy-down or other program 
enhancements. 

6. Tobacco growers, growers' organizations, warehouses and dealers ishould receive the 
same immunity or limitation or legal liability afforded to the tobacco companies. 

These are the recommendations offered by Rep. Baesler: 

1. Provisions for the fiiture of the tobacco program. Establish by contract with tobacco 
companies and in legislation that the tobacco program will be perpetual and for the life of 
the comprehensive settlement with the tobacco industry. 

2. Tobacco quotas. Agree by contract with the manufacturers and the farmers that the buying 
intentions will remain at a level equal to or exceeding the level set for 1997 (700 million 
pounds for burley tobacco), and at the 1997 support price. This confract between the 
companies and the farmers will be incorporated into the language ofthe legislation. 

3. The federal program. The companies will agree by contract and legislation that they will 
pay the cost of the tobacco program incurred by the federal govemment. 

4. Crop insurance. Manufacturers will agree to assume all ofthe federal govemment's losses 
related to the federal crop insurance program. 

5. Domestic content. Requiring cigarette companies to use up to 75% American-grown leaf 
in their product. (Current law sets the U.S. percentage at 75%). 

VI. THE SETTLEMENT'S MENTIONS OF TOBACCO GROWERS 
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President Clinton's Plan for Con/prehensive Tobacco Legislation 
tb.Protect America's Children 

Today President dinton challenged Congress to pass sweeping tobacco legislation to 
reduce leen tobacco use sighificantly. The President announced that he wiU invite Congressional 
leaders in both parties to the White House in the coming weeks to launch a bipartisan effort to 
enact federal iS)bacco legislaUon. That legislation will build on the extraordinary effdrts ofthe 
nation's attomeys gene.ml. who helped create an historic opportunity for progress in reducmg 
smoking, especially b]f!youth., 

' f 
In August 1996 the Clinton Administrauon announced a landmark rule by die Food and 

Drlg Administration to' prot&ct children from the harm caused by tobacco products, which was 
upheld by a federal judge in'fjorth Carolina earlier this year. TTiose victones for the public 
health, along with the aggre îve efforts ofthe attomeys general and leaders ofthe pubhc health 
coWmunity, drove the tobac$)'i)mpanies to the bargaining table and extracted concessions that 
v/ould have been unimaginatll<aOust a sfiort time ago. 

Since a proposed nkional settlement was announced June 20, the Administration led 
by Vice President Gore, Secretary of Health and Human Services Donna Shalala, and Domestic 
Policy Advisor Bmce Reed -- hjs been working with the public health commumty, the attorneys 
general, members of Congress|obacco fanners, and others to develop a comprehensive tobacco 
policy. ^ 

Today, the Presidel̂ ânnounced five key elements that must be at the heart of any 

national tobacco legislation: ^ 

1 A Comprehensive Plan to Reduce Teen Smoking, Including Tough Penalties If 
Targets Are Not Met. Every day, 3.000 young people start smoking regularly, and 1,000 of 
them will die early as a result. The central goal of tobacco legislation must be a comprehensive, 
nationwide effort to reduce teen smoking. The Administration is calling for: 

i 

Tough PenaUies and Price Increases to Reduce Teen Smoking: The 
Administration believes tobacco legislation, must include stiff penalties that give 
the tobacco industiy the strongest possible incentive to stop targeting kids. 
Legislation should set ambitious targets to cut teen smoking by 30% in 5 years, 
50% in 7 years, and 60% in 10 years, and impose severe financial penalties that 
hold tobacco copipanies accountable to meet those targets. The Administration 

ji supports penalties that are non-deductible, uncapped, and escalating - so that the 
i penalties get stiffer and die price goes'Jup the more that companies miss the 

targets. Reducing youth smoking is the Administration's bottom line, and now it 
must be the industry's bottom line. 

i( ' : x: 

• N 

* 
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Transition Payments Based on Decreasing Quota 

Baseline of 6 cents peryear Year Quota 
Transition Payment 

(in millions) 
$0.00 1998 873 $52.38 
$0.06 1999 818.44 $98.21 
$0.12 2000 767.28 $138.11 
$0.18 2001 719.33 $172.64 
$0.24 2002 674.38 $202.31 
$0.30 2003 632.23 $227.60 
$0.36 2004 592.73 $248.95 
$0.42 2005 555.69 $266.73 

Total $1,406.94 

TOTAL COST OVER 8 YEARS 
Dollars In billion 

Transition Payments 
Quota Payments 
Cost of Retiring all Quota in 8yrs 
Total Cost of Payments 

$1,406.94 
$1,408.12 
$2,083.84 
$4,898.90 

$1,406.94 
$1,408.12 

$2,815.06 

ANNUAL COST PER YEAR 
For quota payments and 
transition payments: $351.88 million peryear 

For quota payments, transition 
payments, and retiring all quota 
after 8 years $612.36 million peryear 
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PROPOSAI. - NEGOTIATED TOBACCO SETTLEMENT 

/ BURLEY TOBACCO GBOfRZRB COOPBSATZVE ASSOCZATZOK 

AugUMt 13, 1997 

SUtMABY OF FARMER PROPOBAL 

I . Leglalatlve I n i t i a t i v e 

• Creation of Tobacco Conununity R e v i t a l i z a t i o n Fund 

• Funding MUST come from exi s t i n g $368.5 b i l l i o n i n 
tobacco settlement 

• Fund w i l l pay f o r t 

Costs Incidental to the Tobacco Program 

Up to $500 m i l l i o n annually for Farmer Supplemental 
payments 

Up to $100 m i l l i o n annually f o r displaced tobacco 
Industry workers 

Up to $100 m i l l i o n annually i n a g r i c u l t u r a l 
development grants 

Up to $200 m i l l i o n annually i n r u r a l economic 
development grants 

• Immunity f o r Farmers 

• Authority for Tobacco Program changes 

• Private Property Rights protection I f FDA phases out 
nicotine 

I I . Non-legislative I n i t i a t i v e 

« Side Agreement on Purchase Intentions 

• Side Agreement on 1994 Buyout 

• Side Agreement on Loan Stocks 

09/08/97 15:05 TX/RX NO.1850 P.009 
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August 13, 1997 

TOBACCO COMMUNITY PROTBCTIOH IHITIATIVEa 

I . liZGISXATZVE INITIATIVE 

A. CREATION OF TOBACCO COMMUNITY REVITALIZATION FUND 

• Fundingi Over the f i r s t 8 years of the agreement/ 
one-half of the unallocated amount i n the tobacco 
settlement under the heading '^Public Health Trust" 
w i l l be contributed i n t o the Tobacco Community 
Re v i t a l i z a t i o n Fund (for an 8 year t o t a l of $12.5 
b i l l i o n ) ; I n addition/ the unallocated portion of 
the "Public Health Funds" amount i n the tobacco 
settlement w i l l be contributed i n t o the Tobacco 
Community R e v i t a l i z a t i o n Fund ($175 m i l l i o n i n 
years 5 through 11, and $230 m i l l i o n annually 
t h e r e a f t e r ) . In t o t a l , less than 5 percent of the 
$368.5 b i l l i o n w i l l be earmarked f o r the Fund. 

• Spending Authority; The Tobacco Community 
Re v i t a l i z a t i o n Fund w i l l be administered by the 
Departiment of Agriculture/ advised by a producer 
Board o f Di rec tors , Up to $1 b i l l i o n may be spent 
annually, and t h i s amount w i l l not be subject to 
appropriations. The Fund w i l l be used f o r the 
following purposes: 

0 Costs Incidental to the Tobacco Program; The 
Fund w i l l cover administrative costs, crop 
insurance, cooperative extension service costs 
r e l a t i v e to tobacco, grading costs, tobacco 
marketinQ assessments, and loan association 
administrative costs, a l l of which w i l l be 
calculated annually by the Secretary of 
Agriculture. Program would remain a function 
of USDA at zero ejost. 

09/08/97 15:05 TX/RX NO.1850 P.010 
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Farmer Supplemental Payments; The Secretary 
shall make Farmer Supplemental Payments for a 
period of 25 years. Payments which w i l l not 
exceed $500 million in any calendar year, nor 
w i l l they exceed within any state the share of 
$500 million which corresponds to the share of 
1996 national tobacco Income for such state. 
Payments w i l l be make to active tobacco 
producers whose income in any given year from 
the production of tobacco i s less than their 
1996 income from tobacco production. Total 
payments w i l l be limited to an amount equal to 
the average price per pound received for the 
prior crop year for such kind of tobacco times 
the amount by which the quota for a given year 
Is less than the 1996 quota, but in no case 
w i l l total payments to a l l producers exceed the 
aggregate limitations on payments to growers 
for such state. 

Benefits for Displaced Tobacco Industry 
Workers: Up to $100 million annually w i l l be 
available to provide benefits to displaced 
workers for a period of 25 years. The benefits 
program w i l l be modeled after section 3161 
benefits available for displaced defense 
Industry workers. 

Agricultural Development Grants; $100 mill ion 
annually w i l l be available for grants to 
Agricultural Organizations for the purpose of 
promoting, facilitating/ and ensuring the 
long-terra v i a b i l i t y of family farms in tobacco 
growing communities. The grants may only be 
used for projects that w i l l f a c i l i t a t e the 
production, harvesting, storing, curing, 
transporting and/or marketing of local farm 
produced commodities. 

09/08/97 15:05 TX/RX NO.1850 P.Oil 
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0 Rural Economic Development Grants: Of any 
remaining amounts, but not to exceed $250 
million annually, grants w i l l be made to states 
based on the prior year share of national 
tobacco farm income. States may use any such 
funds, in any county with more than $ in 
tobacco farm income in 1996, to fund economic 
development i n i t i a t i v e s . Any such i n i t i a t i v e 
must result in the direct creation of long-term 
employment in such county. 

B. IMMUNITY 

» Tobacco farmers, grower associations, and 
warehouse employees w i l l not be subject to 
l i a b i l i t y for any failure by tobacco 
manufacturers, distributors, or retailers to 
comply with the terms of the tobacco settlement. 

C. TOBACCO PROGRAM CHANGES 

• Purchase intention Penalty; The penalty on 
manufacturers for failing to purchase at least 90 
percent of their stated annual purchase 
intentions w i l l be increased to a penalty rate 
equal to 105% of the prior year market average 
for such type of tobacco. Penalty payments w i l l 
be deposited into the Farmer Supplemental Payment 
Fund and shall be in addition to $500 million 
paid by manufacturers. Adjustments of the 90% 
may be allowed on a pro rata basis should growers 
f a l l to produce less than the basic quota. 

D. PRIVATE PROPERTY RIGHTS 

• Growers to be paid by U.S. Government for property 
(real property, equipment, quota, f a c i l i t i e s ) 
condemnation by virtue of FDA or other regulatory 
encroachment causing devaluation of said property. 

09/08/97 15:05 TX/RX NO.1850 P.012 
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I I . NON-LEGISLATIVE INITIATIVE 

A. PURCHASE INTENTIONS 

• As either (1) part of the process of negotiating 
consent decrees by tobacco producing states 
described in the tobacco settlement, or (2} 
through individual contracts between tobacco 
manufacturers and grower cooperatives, a minimum 
level of manufacturer purchase intentions at 700 
million pounds flue, 500 million pounds burley 
will be required over the next 25 years, with or 
without the tobacco program, 

B. COMPLETION OF BUYOUT AGREEMENT 

• As either (1) part of the process of negotiating 
consent decrees by tobacco producing states 
described i n the tobacco settlement, or (2)through 
indi v i d u a l contracts between tobacco manufacturers 
and grower cooperatives, manufacturers w i l l be 
required to complete obligations under the 1994 
buyout contracts. 

C. PURCHASE OF LOAN STOCKS 

• As either ( l ) part of the process of negotiating 
consent decrees by tobacco producing states 
described i n the tobacco settlement, or {2} 
through I n d i v i d u a l contracts between tobacco 
manufacturers and grower cooperatives, 
manufacturers w i l l be required to purchase a l l 
current tobacco cooperative growers association 
loan stocks. 

09/08/97 15:05 TX/RX NO.1850 P.013 
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Plan would take steps t o a i d tobacco fanners 

MIKE BROWN, The Courier-Journal 

'Here" "i"s~a~ summary o f ' the' settlerhen d r a f t e d by the' of f ices of' Sens . 
\Wendeli Ford and Mitch McConnell: ?J 

- Creation of a ''Tobacco Community R e v i t a l i z a t i o n Fund'' administered by the 
U.S. Department of A g r i c u l t u r e but not subject t o the congressional 
a p p r o p r i a t i o n process. 

The fund could spend up to $ 1 b i l l i o n annually w i t h the money coming out of 
the $ 368.5 b i l l i o n the tobacco companies have agreed t o pay over 25 years t o 
s e t t l e outstanding l a w s u i t s . The fund would: 

- Cover costs r e l a t e d t o the tobacco program t h a t are now paid by the f e d e r a l 
government, i n c l u d i n g the cost of program a d m i n i s t r a t i o n , tobacco crop 
insurance, extension service tobacco a c t i v i t i e s , and grading. ^ 

. - Make ''supplemental payments'' t o t a l i n g up t o $ 500 m i l l i o n a year f o r 25 
years t o a c t i v e tobacco producers whose income from the crop i n any year i s less 
than i n 1996. A state's share of the $ 500 m i l l i o n would be l i m i t e d by i t s share 
of the nation's 1996 tobacco income. 

- Pay up t o $ 100 m i l l i o n a year i n b e n e f i t s t o c i g a r e t t e - f a c t o r y workers who 
lose t h e i r jobs, much as displaced defense-industry workers are now helped. 

- Provide $ 50 m i l l i o n a year i n ' ' a g r i c u l t u r a l development grants'' t o farm 
groups t o encourage the growing of so - c a l l e d supplemental crops and f o r other 
i n i t i a t i v e s . 

- Use any remaining money, up t o $ 250 m i l l i o n a year, f o r ' ' r u r a l economic 
development grants'' t o tobacco states t o create long-term employment 
o p p o r t u n i t i e s i n tobacco-growing communities. 

- I n a d d i t i o n t o the fund, compensation f o r decreased property values i f 
n i c o t i n e l e v e l s are cut. 

Property owners would be e n t i t l e d t o payments equal to the decline i n the 

d LEXIS-NEXIS' 
member ofthe Rccd KKcvicr pic group 9 LEXIS-NEXIS' 
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- ^ ^ ^ A member cif the Rccd tlscvicr plf gruup 



TOBACCO SETTLEMENT LEGISLATION 
OFFERED BY REPRESENTATIVE SCOTTV BAESLER 

1. Profvisions for the future of th( tobacco program. Establish by contract with tobacco 
companies and in le ŝlalion that Uie tobacco program wlD be peqsetual and for the life ofthe 
comprehensive settlement with the tobacco industiy. 

2. Tobacco quotas. Agree by oomnct with the manufacturers and the &mers that the buying 
intentions wfll remain al a level equal lo or exceeding the level set for 1997. which is 700 million 
pounds for burl^ tobacco, and «t the 1997 support price. This contract bcrween the companies 
aad the fknners will be incorporated into the language of the legislation. 

3. The fisdenJ program. The compames will agree by contract and legislation that they will pay 
of the cost of the tobacco program incurred by the federal government. 

4. Crop insurance. Manu&cmrers wfll agree to assume all ofthe fbderal govemmem's losses 
related to the federal crop insurance program. 

5. Domestic contem. Requiring cigarene companies to use up to 75 percent American-grown leaf 
in their product. Current law seta the U.S. percentage at 75 percent. 
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Fanners worried about the proposed tobacco settlement should see i t as an 
oppor t u n i t y , not a calamity, 6th D i s t r i c t U.S. Rep. Scotty Baesler of Lexington 
said yesterday. 

' ' I t h i n k t h i s settlement w i l l give us the o p p o r t u n i t y t o lock i n the f u t u r e 
f o r the tobacco farmer,'' Baesler t o l d the l e g i s l a t u r e ' s Tobacco Task Force. 

But he t o l d the lawmakers t h a t Congress won't act on the settlement t h i s 
year, and i n an i n t e r v i e w he said Congress probably won't approve i t i n i t s 
current form because both pro- and anti-tobacco forces are seeking changes. 

Baesler also s a i d he expects h i s f e l l o w tobacco growers t o get help from 
President C l i n t o n , who angered them by r e g u l a t i n g n i c o t i n e as a drug - one of 
the issues t h a t makes the settlement dependent on congressional approval. 

Meanwhile, representatives of 15 states and Puerto Rico met yesterday i n 
Ind i a n a p o l i s t o discuss ways t o d i v i d e the proposed $ 368 b i l l i o n tobacco 
settlement negotiated by tobacco manufacturers and attorneys general of the 
states t h a t had sued t o recoup the cost of tobacco-related h e a l t h care. 

The deal has l e f t tobacco growers ''very, very discouraged,'' Democratic Rep. 
Tom McKee of Cynthiana t o l d Baesler, a f e l l o w grower. ''A l o t of them t h i n k t h a t 
i t ' s over, and I t r y t o emphasize t h a t I don't t h i n k i t ' s over, and I t h i n k 
you're t e l l i n g us t h a t . ' ' 

McKee sai d growers' apprehension about the f u t u r e of t h e i r crop, and'this 
year's bad weather, has been f e l t at Wal-Mart i n Cynthiana, where the manager 
t o l d him, ''Business i s t e r r i b l e . ' ' 

''He said, 'We had a s t a f f meeting t h i s morning, and we concluded t h a t i t ' s 
the u n c e r t a i n t y of the f u t u r e of tobacco - and at t h i s time we hadn't had any 
r a i n - and the u n c e r t a i n t y of the size of the crop.' Farmers haven't spent 
anything except what they have t o . ' ' 
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Baesler r e p l i e d , ' ' I am b u l l i s h on the tobacco market'' - so much t h a t he 
re c e n t l y bought a d d i t i o n a l quota. ''I'm b u l l i s h on i t because I t h i n k t h i s 
settlement w i l l give us the o p p o r t u n i t y t o lock i n the f u t u r e f o r the tobacco 
farmer.'' 

Baesler, a Democrat running f o r the U.S. Senate, repeated what has become an 
a r t i c l e of f a i t h f o r tobacco-state lawmakers - t h a t no settlement w i l l pass 
without p r o t e c t i o n f o r growers, which could put an end t o the congressional 
b a t t l e s over the government help they get. 

I n the i n t e r v i e w , he said chances of the settlement's passing i n i t s c u r r e n t 
form are ''50-50 or les s ' ' because anti-tobacco forces ''are r e a l l y going a f t e r 
i t ' ' as inadequate. 

.» 

Just what p r o t e c t i o n growers w i l l get i s f a r from decided, p a r t l y because 
d i f f e r e n t kinds of growers want d i f f e r e n t t h i n g s . 

Large North Carolina growers of flue-cured tobacco are i n t e r e s t e d i n s e l l i n g 
t h e i r quotas as p a r t of the settlement, but t h a t has l i t t l e appeal i n Kentucky, 
where bu r l e y farmers are more numerous but have smaller quotas and are more 
i n t e r e s t e d i n guaranteeing a stable market f o r t h e i r crops. 

''Flue-cured growers could buy a Winnebago'' w i t h a buyout check, while ''we 
could maybe buy some gas t o go i n i t , ' ' Danny McKinney, c h i e f executive of the 
Burley Tobacco Growers Cooperative Association, t o l d the task f o r c e . 

However, McKinney suggested t h a t the growers would e v e n t u a l l y f i n d common 
ground. He sai d four or f i v e proposals have been f l o a t e d and ' ' I don't see any 
of us t h a t f a r apart.'' 

Baesler s a i d he and 14 other House Democrats from tobacco states have met 
w i t h C l i n t o n a d m i n i s t r a t i o n o f f i c i a l s t o discuss ways t o p r o t e c t growers and 
w i l l make a proposal by the end of next month. 

He sai d the plan i s l i k e l y t o resemble one o f f e r e d by Kentucky Sens. Wendell 
Ford and Mitch McConnell, which includes various economic guarantees f o r growers 
and changes i n the f e d e r a l tobacco program. 

Baesler s a i d t h a t - based on assurances from A g r i c u l t u r e Secretary Dan 
Glickman, Health and Human Services Secretary Donna Shalala and Clinton's 
domestic-policy d i r e c t o r , Bruce Reed - he t h i n k s C l i n t o n w i l l support such a 
plan. 

C l i n t o n s a i d when he issued the n i c o t i n e r e g u l a t i o n s almost a year ago t h a t 
those who favored them had an o b l i g a t i o n t o help farmers who would be h u r t by 
the r e g u l a t i o n s . 

LANGUAGE: English 
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f a i r market value of t h e i r tobacco-producing property i f a l l three of t f i e 
f o l l o w i n g occurred: 

- A drop i n a grower's tobaccoproduction income t o less than 60 percent of 
the 1996 l e v e l . 

- A drop i n the f a i r market value of the tobacco-producing p o r t i o n of the 
property t o less than 60 percent of the 1996 value. 

- Implementation of a Food and Drug A d m i n i s t r a t i o n r u l e reducing n i c o t i n e i n 
tobacco products. 

The d r a f t does not sp e c i f y the source of the compensation. 

- Changes i n the tobacco program: 

- A new referendum system f o r determining the r u l e s on the sale, lease and 
t r a n s f e r of quotas and other aspects of production. 

A p e t i t i o n by more than f i v e percent of the a c t i v e producers of a p a r t i c u l a r 
type of tobacco i n a s t a t e would be enough t o force a vote, and the proposed 
change would take e f f e c t i f approved by a simple m a j o r i t y . 

•r 

- Increased p e n a l t i e s on the c i g a r e t t e companies f o r f a i l u r e t o meet at l e a s t 
90 percent of t h e i r s t a t e d tobacco-buying i n t e n t i o n s , w i t h the money going i n t o 
the tobacco-community r e v i t a l i z a t i o n fund. 

- Immunity f o r farmers, grower co-ops and warehouse employees from l i a b i l i t y 
i f the tobacco manufacturers, d i s t r i b u t o r s or r e t a i l e r s f a i l t o comply w i t h 
terms of the deal. 

- N o n - l e g i s l a t i v e items t o be worked out w i t h the manufacturers: 

- A requirement f o r the companies t o buy a minimum amount of domestic tobacco 
over 2 5 years. 

- A requirement f o r them t o complete t h e i r buyout of o l d surplus tobacco 
agreed t o i n 1994, and t o purchase a l l current surplus. 

LANGUAGE: English 
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HEADLINE: Tobacco farmer has defenders 
L e g i s l a t o r s promise good deal, or no deal 
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BODY: 
The proposed tobacco settlement could run i n t o serious roadblocks i n Congress 

unless steps are taken t o p r o t e c t tobacco farmers, members and p o l i t i c a l 
observers a l i k e agree. 

I n f a c t . Rep. Jim Bunning, R-Southgate, i s adamant about i t . 

•• 
" U n t i l we can get t h a t , I don't t h i n k we can get any ki n d of settlement 

through Congress," Mr. Bunning said. " I don't t h i n k the settlement's got a 
chance unless the tobacco states are f o r i t . " 

When asked whether Republican leaders such as House Speaker Newt Gingrich and 
Senate M a j o r i t y Leader Trent L o t t supported doing something f o r tobacco 
farmers, Mr. Bunning said, "Absolutely. They are going t o p r o t e c t the growers 
more than anyone else." 

Mr. Bunning's comments come as Sens. Wendell Ford, D-Owensboro, and Mitch 
McConnell, R - L o u i s v i l l e , continue t a l k i n g t o farmers and working on proposed 
l e g i s l a t i o n t h a t ' s designed t o p r o t e c t growers from some of the d i s r u p t i o n s t h a t 
the $ 368 b i l l i o n settlement could cause f o r the i n d u s t r y . 

Mr. Bunning sa i d the Ford-McConnell product i s "probably going t o be a 
r a l l y i n g b i l l f o r a l l of the Kentucky delegation." 

Mr. Ford's o f f i c e s a i d Friday the senator i s confident there w i l l be p l e n t y 
of support i n Congress - and among anti-tobacco f a c t i o n s w i t h an i n t e r e s t i n the 
settlement - f o r p r o t e c t i n g tobacco farmers i n Kentucky and other s t a t e s . 

"The senator has expressed h i s concerns about the farmers being taken care of 
to a v a r i e t y of f a c t i o n s . He f e e l s h i s message i s being heard. He f e e l s most 
groups also agree t h a t the farmer has t o be taken care o f , " said Ford s t a f f e r 
Meg Conlon. 

Sarah Binder, a p o l i t i c a l analyst a t the Brookings I n s t i t u t e , s a i d she can 
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e a s i l y e n v i s i o n scenarios where farm-state members could block the settlement i n 
the Senate unless they thought t h e i r c o n s t i t u e n t s were protected. 

Senate r u l e s make i t f a r easier than i n the House f o r a small number of 
members t o hold up l e g i s l a t i o n . 

She c i t e d North Carolina Republicans Jesse Helms and Lauch F a i r c l o t h as among 
those most l i k e l y t o r a i s e a p r o t e s t against the settlement, although Mr. Ford 
and Mr. McConnell have made t h e i r i n t e n t i o n s well-known. 

"Their a b i l i t y t o o b s t r u c t the Senate would make i t easier t o ensure a 
package f o r farmers would be included," Ms. Binder said of tobacco-state 
senators. 

D i f f e r e n t t a c t i c s i n House 

In the House, however, much would depend on how votes on the settlement are 
s t r u c t u r e d . I f r e l i e f f o r tobacco farmers i s a stand-alone amendment, tObacco-
s t a t e members may have a harder time, she said. 

A spokesman f o r M i s s i s s i p p i Attorney General Mike Moore, a c e n t r a l f i g u r e i n 
the tobacco settlement, said Mr. Moore expected lawmakers would want t o do 
something f o r farmers. 

"We assumed a l l along t h a t i n the congressional process, the farmers would 
become p a r t of the debate," said Trey Bobinger, a s s i s t a n t a t t o r n e y general i n 
M i s s i s s i p p i . "We have no o b j e c t i o n t o the farmers having input i n t o the 
congressional process." 

Mr. Bobinger said farmers were not p a r t of the settlement n e g o t i a t i o n s 
because they were not one of the named p a r t i e s i n the l i t i g a t i o n t h a t l e d t o the 
agreement. 

" I f anyone should have represented the farmers, i t seems the tobacco i n d u s t r y 
should have - p r o t e c t i n g t h e i r source," he said. 

When asked whether Mr. Moore would object t o something's being done f o r 
farmers, Mr. Bobinger said, "We are going t o defer t o Congress on t h a t issue." 

Vote long way o f f ^ 

Ms. Binder, the Brookings p o l i t i c a l analyst, said the settlement i s one 
instance where tobacco farmers and the i n d u s t r y may have d i f f e r e n t goals. " I 
don't t h i n k t h e i r i n t e r e s t s are n e c e s s a r i l y e n t i r e l y a l i g n e d , " she said. 

Mr. Bunning sa i d he doubts Congress w i l l f i n i s h work on the settlement i n 
1997. "But t h a t doesn't mean i t can't get done i n the 105th (Congress)," he 
said. 

Mr. Bunning added: " I don't see i t ' s got an e x c e l l e n t chance of passing as i t 
i s , even i f there i s p r o t e c t i o n ( f o r farmers). I t i s a hodgepodge of a l o t of 
things r i g h t now." 
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Tobacco 'buyout' lures growers, U.S. lawmakers 

By Charles Abbott 

WASHINGTON, Feb 3 (Reuters) - The idea of a '̂ buyout" is popular in parts ofthe Tobacco Belt farm 
group leaders said Tuesday, but they called on U.S. lawmakers to fight to keep the decades-old tobacco 
program. 

Tliere was wide agreement during a House Agriculture subcommittee hearing that growers should be 
compensated if Congress approves the $368.5 billion proposed tobacco settlement. One of its likely 
effects would be smaller demand for cigarettes and the tobacco used to make them. 

However a couple of lawmakers raised the possibility that lengthy defense of the tobacco program 
might block the chance to get a share ofthe setUement The program sets the mimmum pnce for tobacco 
and Umits output. 

'̂Do we continue to fight...and miss that opportunity? Here in Washington, you don't get something for 
nothing," said Representative Ron Lewis, Kentucky Republican. "The rank and file farmers have told 
me they want a buyout." 

Georgia Republican Saxby Chambhss also pointed to the possibility of eventual loss of the program but 
Scotty Baesler, Kentucky Democrat, said: "The only way we'U lose the program is for us to destroy it 
by backing a substitute. 

Wayne DoUar, president ofthe Georgia Farm Bureau, said "the Georgia grower is in favor of a buyout." 
But he said his group did not endorse any of three Senate plans - an outright buyout of quota nghts to 
end'the tobacco program, compensation for lost sales but retention ofthe program, and privatization ot 
it. 

The Kenmcky Farm Bureau said it wanted to keep the tobacco program with compensation as a 
complement. 

Other groups said it was vital to retain some mechanism to limit tobacco output The Virginia Farm 
Bureau favored privatization ofthe tobacco program. The Flue-Cured Tobacco Cooperative Stabihzation 
Corp, a grower group, backed compensation to farmers coupled with retention ofthe current program. 

Farm-state Republicans pointedly noted that President Clinton had included nothing in his proposed 
fiscal 1999 budget for tobacco growers. 

While farm groups favored retention ofthe tobacco program, some economists say the program^ 
eventually would collapse due to shrinkmg U.S. tobacco use and the rising volume of foreign tobacco 
used in making cigarettes. 

Related News Categories: US Market News, optipns 
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DISCUSSION DRAFT 
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Principles: 

A) Economic Development Payments: Provide resources to tobacco-growing 
communities to help them adjust to the economic impact any legislation 
incorporating the terms ofthe June 20 Proposed Resolution may cause. 

For the first 10 years after the Proposed Resolution is enacted into national legislation, 
economic assistance would be provided to tobacco-dependent communities in an amount 
equal to 2% ofthe industry's total annual payments contemplated by the Proposed 
Resolution. 

Eligible states would receive block grants to (1) establish a tobacco worker transition 
program to assist workers displaced from tobacco warehousing, processing, and 
manufacturing operations; and (2) carry out non-tobacco economic development 
initiatives in tobacco-dependent communities. 

Recipient states would determine the areas within their borders most in need of economic 
assistance and the form of assistance that will be provided. 

B) Tobacco Program Operating Costs: Operate the program at no net cost to the 
taxpayers. 

The tobacco companies would assume all administrative costs ofthe program, crop 
insurance, and extension service fees relating to tobacco. The companies would continue 
to pay their share ofthe assessment for the no-net-cost fiind and the tobacco marketing 
assessment, as required under existing law. 

• Tobacco farmers would continue to pay their share of the assessment for the no-net-cost 
fimd and their share ofthe tobacco marketing assessment, as required under existing law. 

C) " Eleficient^/Payments: Protect tobacco quota owners and tobacco growers from 
economic loss resulting from reduced demand and consumption of tobacco 
products. 

• For a period of 25 years after the Proposed Resolution is enacted into national legislation, 
payments would be made to tobacco growers to compensate for lost income resulting 
from a decline in the "base quota." 
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For each year in which the quota declines from the "base quota," payments would equal: 
[(base quota) - (current year quota)] x (average net profit/lb.) 

During the first 5 years after enactment ofthe Proposed Resolution, "base quota" would 
be calculated by averaging the quotas for the 1996 through 1998 marketing years. 

Every five years after enactinent ofthe Proposed Resolution, excess quota would be 
bought out from quota owners at $8/lb. and the "base quota" from which income 
deficiency payments are calculated would be readjusted and reduced by the amount ofthe 
quota purchased. 

Buyout payments would be spread equally over a 5-year period. For example, payments 
for buyout at the end of year 5 would be made in years 5, 6, 7, 8, and 9. However, the 
buyout payment in year 25 would occur at the end of year 25. 

In exchange for a buy-out payment, the quota owner would be required to agree 
permanently to relinquish that portion of his or her quota. 

D) Payments contemplated by this proposal would be treated as all other payments 
contemplated by the Proposed Resolution (pp. 34-35) (£&, subject to 12/31 payment 
commencement date, inflation protection for annual payments, adjustment for 
volume decrease (adult volume only) or total volume increase, payment protection, 
pass-through, and tax treatment). However, the duration of these payments would 
continue for a period of 25 years (not in perpetuity), except with respect to 
community development payments, which would continue for a period of 10 years. 

E) Implementation of this proposal is contingent upon the enactment of national 
legislation incorporating the terms of the Proposed Resolution, including the civil 
liability protections. 
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a. McCain - Chairman's Ttark to facilitate itnpl omenta tion of the 
eettlement reached betveen the Att:omeys General of the 
several States and tnatrufactiArers of tobacco procJucts, and 
for other purposes (dist. 3/30J . 

McCain (Buzna)- To assist vending machine companies severely 
aftected by lost sales due to elimination of cigarette 
venrting machaneo [e-mailed 3/31, 12j24pml . 

2. Bums- To provide for the pcmancnt ext.«n8ion of inCotne 
averaging for farmera [e-mailod 3/3i, I0:10amj . 

Bums- To ban the sale of tobacco producto through the use 
of vending machines and to condensate the owners and 
operators of t:obacco vending machines (with spending! 
re-tnailed 3/31, 10:10am]. ^ 

Bums- To ban the sale of tobacco products through the use 
of vending machines and to compensate the ownars and 
operatora of cobacco vending machines(without spendino) 
[e-mailed 3/31, 10:10am]. ^ 

Bums- To ti-onsfer certain settlement proceeds to the Black 
Lung Disability Truat Fund, and for other purposes. 

3. Gorton- To provide equity by requiring Indian tribes to 
collect state taxes on tobacco [e-mailed 3/31, l;33pnij . 

Gorton- 2nd amdt. re. Indian tribes [he 3/31]. 

P maintain state funding for those states that 
have separate settlements [e-mailed; l:30pm]. 

? h i « ^ ^ ' ̂ ° ensure that funds distributed to states fay 
o^LoSn^''? expended in accordance with state law and 
processes, [e-mailed, 1:30pm]. 

'̂̂ .F̂ '̂ w reached separate 

n-arket value for their property [e-mailed. 1:3^?^ 
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SSr^o?^Lf [e?SSS:d'3/3î T"''̂ " '̂̂ ^̂  ^ 7:5opml. '® " ^ ^ - l ^ ^ i 3/31, 2pm; replacement e-mailed, 

^' S ?hi^JL^^^ references to limitations of 
ii«hiixcy m the Chairman's mark [e-mailed 3/31, 12:31pmJ . 

S J ^ S a ' nl procedures for 
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J j r i ^ r o f t - To providR unifoxm ataodarda f o r che awsir^vr^ 

purpose, [e-mailSd^mf ifw^Sj 

strsss; ŝ '̂ r̂ js JoSâ f Jti'"'"̂ "" ̂  «"<«n̂' 
12:i4praJ. ^ a-'OMi tobacco DettlBnent. [e-mailed 3/31, 
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9. Boilings- To provide for the apportionment of the annual 
payment [e-mailed 3/31, 12:59pmj. 

Hollings- To strike subtitles A, B, and C of Title XI fhc 
3 :3 2pniJ . ' 

10. inouye - To provide for the establishment of a Tobacco 
Asbestos Trust Fund [e-mailed 3/30]. 

Inouye - Amdt. to above amendment to provide for the 
establishment of a Tobacco Asbestos Trust Fund [e-rojiiled 
3/31, 7:24pm]. 

11. Rockefeller - Sense of the Senate amdt. - reimbursing the VA 
for veeerana' tobacco-related illness care and compensation 
[e-mailed 3/31]. 

Rockefeller- Re. Part Vll-Rccav«ry of Con^mnaation Costs tor 
tobacco-related disability or death. Chapter 91-Tort 
Liability for Disability or Death due to tobacco use [he] . 

12. Kerry- To increase the industry payments to exwure that the 
payments are based on an average national retail price of a 
pack of cigarettes of $1,50 (e-mailed, 5:29praJ. 

Kerry- To increase the per-pack cost of cisarettftn and 
iTKiuce youth amoKing [e-mailed, 5:11pm]. 

Kerry- (2nd} to increase the per-pack cost of cigarettes and 
roduce youth sicwking [e-mailed, 5:11pm]. 

Kerry- To provide f\mds for certain child care programs, for 
asbestoa-related injuries, axid for vending machine 
manufacturers [e-mailed, Stllpm] . 

Kerry- (2nd) to provide funds for certain cliild care 
programs, [e-mailed, 5:29pm]. 

Kerry- (3rd) to provide for the uoe of fundo for certain 
child care programs [e-mailed, 5:11pm]. 

Ktoy- (4th} to provide for the use of funds for child oare 
and child development [e-mailed, 5:llpmJ. 

S ^ ; . ^ ^ f̂u-®̂ .̂ *" tneeting the youth tobacco use reduction 
targets in this Act by strengthening the youth access 
no^iiSo^® requirements for States to ensure that youths do 
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Kerry- Civil liability. Sec. 701 definitions. 

13. Bryan- To strike provisions relating to credits for tort 
liability fe-raailed 3/31]. 

14. Dorgan (Rockefeller} - To ^^rovide liability limitations with 
respect to government claims for tobacco-related costs 
[rec'd he, but wasn't e-mailed.. .con^juter failure]. 

Dorgan- To permit States to opt out of the liability 
limitations with respect to government claims for tobacco-
related costs freed he. but watan't e-mailed.. .computer 
failure] . 

Dorgan- To exclude punitive damage awards from tho liability 
limitation cap [rec'd he, but wasn't e-mailed...computer 
failure]. 

Dorgan- To strike the credit provision of the liability 
title (e-mailed 1;31pm]. 

Dorgan To strike Uie limited antitrust exeirotion [e-mailed 
1:31pm]. 

Dorgan- To provide that the lindtations on liability cease 
to apply in any year in which the non-attainment percentacie 
exceeds 10% [e-mailed l:31pmj. ^ 

Dorgan- To disallow deductions for payments pursuant to 
trust agreement [rec'd he, but wasn't e-mailed...coirouter 
failure] . *̂  

Dorgan- TO provide for the establishment and funding of a 
National Institutes of Health Trust Fund for Health Rwarch 
[e-mailed 6 : 07pmJ . 

15. J^en- To strike provisions that permit States to opt out of 
the requirements relating to involuntary expoaure to 
environmental tobacco smoke [e-mailed 6:15pml-

injdea- To modify provisions relating to required reductions 
m the underage use of tobacco products [e-mailed 6:lSpml. 

16. Ford - #1 -To reduce annual payment amounts to those 
contained m June 20th agreement [e-mailed 6:iOpm3. 

r?^?.' *3 " TO feduce annual payment amounts to those 
contained in Clinton budget [e-maileddopm]. 

Ford - #3 - To treat the sale tobacco products overseas in 
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Srien:T?SSK °' ^̂ "̂ •̂̂  <^"-- f«-
Pord - #4 - To limit FDA authority to ban -new- tobacco 
6*'io^]'' ^ "^^"S' therapeutic claims [e-mailed 

Pord - #5 - To atrengthen Che ban on FDA authority to 
regulate farms [e-mailed 6:10pm]. "-noricy to 

Ford - #6 - To give Congreaa more than 2 years to act on FDA 
banning nicotine in tobacco products (e-miiled 6:10proJ 

Ford - #7 - To expand international restrictions co a l l 
devices, including those used by children [e-mailed 6:10pm]. 

TFoxd - #8 - To strike ban on cigarette oalaa in duty-free 
Lshops [e-mailed 6:10pm]. ô ^̂ y rree 

Ford - #9 - To make lookback penalties tax deductible [o^ 
raaxled 6:10pm]. 

ff™;; t^^^' states longer period to opt out of 
cecond-hand smoke provisions [e-mailed firlOpm]. 

Ford - #11 - To strike the second-hand smoke t i t l e , since 
the non-preemption [e-mailtfU €:10pm] . 

Ford - #12 - To provide funding to small busineeses to 
construct separately ventilafccd f a c i l i t i e s [e-mailed 
o:XOpm]. 

f ^ « ; ~ ̂ ? clarify the meaning of an advertiaing 
industry lawsuit [e-mailed 6:10pra]. ^ 

Ftord - #14 - To strike brand-specific ponaltie©, which 
penalties on manufacturers of b?Lds wUh de 

minimum youth market shares [e-mailed 6:10pmJ . 

Porxi - #15 - xo clarify chart on p. 103 to read "Recuired 
percentage reduction as a percentage of base incidSSe 
percentage m Underage Cigarette Use.- [e-mailed l ! ? ? ^ 

^*«i-f^^ clarify chart on p. 104 to read -Required 
percentage reduction as a percentage of baseg incidSJce 
6?f5^?*^^ U*»<i«ra3e STnokeleaa TSbacco [ e - m i i S 

~ ̂ ° etataa to use grant tnoney for hew 
synar enforcement requirements [e-mailed 6:iOpJ«J 

^ ^ ^ 4 " f ̂® 7 ^° s t r i k e broad powers to sue of new suoejr 
co«.«isQlon (p. 73-4, pp. 127-8} [e-mailed fiTlO^K^'' 
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c:JiniL''[;-SiSi"^?i^f'^"* '̂ "'"̂ ""̂  

Se; ff^;J: ?Sd̂ Ŝ %̂ r/t̂ ^̂ ^̂ ^̂ ^ 
^ S t i i f s ' v I t S ^ h S ' o S t ^ ^ ^ e ? . ^ ^ ' ^ ^ requirements in 
&TlO^J labeling rcquiremeiiLa [e-mailed 

r T?f?„\?^^c'w^.5j^^ International Policing provisions of Title Xi, subtitle A [e-mailed 6: lopml . ^s^ons or 

! ^ I l J d % : i J ^ r ^ ' ^ ' ' ^^^^'^^ penalties (sac. ix03) / 

!^^i"ud%:iJpm??^'^" ^̂ "̂̂ "̂ ^ ^ i " ^ 

Ford - #26 - To limit eligibility of Depositorv Board 
Memberp to objective criteria [e-mailed e^Jo^.^*''^ 

Ford - #27 - To pay for creation of Depository out of 
settlement funds [e-mailed firiopm] . "^^^^'^^"^ 

I h ^ ^ J ^ l ^ r . ^ existing penalties related to FDA in 
^S^^W'^^'T,®^ unauthorized release of document* received 
form the Depository [e-mailed 6:10pmJ. received 

Ford - #29 - To strike "no previous o^feneo- lanquaae for 
exporcers [e-mailed 6: l(}pni]. language tor 

" T? sections 1144-5 creating nev layer of pertnita [e-mailed SrlOpm]. -t^j^t ot 

• requirement that military 
6?10^] charge liigheat possible price [e-mailed 

sS^e«*[e-mailSl:i;;S"^'^ '''"̂ '"̂ ^ "'̂ ^̂  stigmatizes 

t S t thl^hin^S???"^ finding on Tobacco Parmere to retlect 
^Sed^l:?S^]*'''' " " ^ ^ ^ communities [e-

^ t . P^c;asTSiS^Ss%^^^^^ 

age to purchase and use alcohol ( S ^ u I d T f T S p ^ K 

Ford - #35 - To provide that the relief for violations of 
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the ^'Involuntary Eacposure to Tobacco Smoke- t i t l ^ be to 
provide cwi-rectlve action [e-mailed 6:10pm]. 

Ford - #36 - To limit PDA authority overseas to the proper 
l a b e l i n g of tobacuu products [e-mailed 6:10pm]. 

Ford - #37 - To provide equal treatment for a l l products 
made WTrh child labor (e-mailed 6:10pmJ. proouccs 

Pord - #38 - TO strike manufacturer licensing provisions [e-
raaiiea 6:i0pm]. 

VFord - #39 - TO limit funding for international initiatives 
to the general fund and to such sums ac are provided through 

^annual appropriations b i l l s [e-mailed 6;lOpm], ^"^^9" 

•Ford - #40 - To remove limitation on tJSTR's authority to 
take action against discriminatory trade barriers [e-mailed 
o:10pm], 

\ Pord - #41 - TO delate provisions related to export 
promotion and USTR authority [e-mailed 6:10pm] . 

Ford - #42 To delete federal labeling requirements [e-
mailed 6:10pm] . 

rPord - #43 - Federal labeling of tabacco products for 
domestic use and for export; pricing of tobacco products on 

Lmilitary installations [e-mailed 6: lOpml. *' u on 
p. 
I Ford - #44 - TO ensure that duty-free sales are governed by 
the same regulations as retail sales [e-mailed SilQ^]. 

Ford - #45 - To limit -real" annual payments to $506 billion 
over 25 years, as the legislation has been publicly 
described [e-mailed 6:10pm]. 

' ^^"^^ payments to $50S billion 
over 25 years, as the legislation has been publicly 
described te-vtiailed 6: ibpm] . fu«.Lî iy 

Ftord - #47 - To eliminate requiretoents for biack and white 
tobacco packages [e-mailed eTlOpm]. 



"(E) Additional payments to quota holders exorcising option to rclinquiah quota. I f the 
amount made available under paragraph (1) exceeds the sum of the amounts dctcmiincd 
under paragraphs (3), (5), and (6) for a marketing year, the Secretary shall distribute the 
amount ofthe excess pro rata to quota holders that have exercised an option to relinquish 
a-tobacco farm marketing quota or farm acreage allotment under paragraph (2) by 
increasing the amount payable to each such holder under paragraph (3)." 

Section 1021 (e) (7) (E) ~ 

"(E) Additional payments to quota holders exercising option to relinquish quotas or 
permits, or to quota lessees or quota tenants relinquishing permits ._If the amount made 
available imder paragraph (1) exceeds the sum of the amounts determined under 
paragraphs (3), (4), and (5) for a marketing year, the Secretary shall distribute the amount 
ofthe excess pro rata to quota holders by increasing the amount payable to each such 
holder under paragraphs (3) and (5)." 

30. Sec. 1139 — Anti-Smuggling Fees: revise to ensure that collection and spending of these 
fees are subject to appropriations. 

"SEC. 1139. FUNDING. 
(a) License Fees._ The Secretary may, in the Secretary's sole discretion, set the fees for 
licenses required by this chapter, in such amounts as are necessary to recover the costs of 
administering the provisions of this chapter, including preventing trafficking in 
contraband tobacco products. 

(b) Disposition of Fees._ Fees collected by the Secretary under this chapter shall be 
deposited in an account with the Treasury of the United States that is specially designated 
for paying the costs associated with the administration or enforcement of this chapter or 
any other Federal law relating to the unlawful trafficking of tobacco products. To the 
extent provided in advance in appropriations acts, the Secretary is authorized and 
directed to pay out of any funds available in such account any expenses incurred by the 
Federal Govemment in administering and enforcing this chapter or any other Federal law 
relating to the unlawful trafficking in tobacco products (including expenses incurred for 
the salaries and expenses of individuals employed to provide such services). None of the 
funds deposited into such account shall be available for any purpose other than making 
payments authorized under the preceding sentence." 

(c ) Collection and Spending Subject to Appropriations: To the extent and in the 
amounts provided in advance in appropriations acts, the fees authorized by this chapter 
shall be collected in each fiscal year and shall be available for purposes of this chapter. 
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public facilities, the area is maintained at negative pressure in a manner that is as or 
more protective of the public health as the regulations promulgated by the Assistant 
Secretary;" 

26. Sec. 1011 — Inconsistent Authorization of Appropriation - Farmers: delete section 1011 
since there is akeady an authorization for appropriations in section 451(d). 

"SEC. 1011. AUTHORIZATION OF ATPROPRIATIONS. 
There are appropriated and transferred to the Secretary for each fiscal year auch amounts 
from the National Tobacco Trust Fund established by section 401, other than fi'om 
amounts in the State Litigation Settlement Account, as may be necessary to carry out the 
provisions of this title." 

27. Sec. 1012 — Clarification of Farmer Allocation Expenditures: revise so that spending 
takes place within the Farmers Assistance Allocation Account. 

> "SEC. 1012. EXPENDITURES. 
/ From funds allocated to the Farmers Assistance Allocation Account pursuant to 

J, section 451 (d) (2), the Secretary is authorized, subject to appropriations, to make 
payments under_ 

(1) section 1021 for payments for lost tobacco quota for each of fiscal years 1999 
through 2023, but not to exceed $1,650,000,000 for any fiscal year except to the extent 
the payments are made in accordance with subsecfion (d)(12) or (e)(9) of secfion 1021; 

(2) section 1022 for industry payments for all costs ofthe Department of Agriculture 
associated with the production of tobacco;" 

28. Sec. 1013 ~ Budgetary Treatment of Farmer Allocation Expenditures: delete this 
section since it is inconsistent with direct spending treatment. 

"SEC. 1013. DUDGET;\RY TREATME>JT. 

This subtitle constitutes budget authority in advance of appropriations Acts and 
represents the obligation ofthe Federal Govemment to provide payments to States and 
eligible persons in accordance with this fifie." 

29. Sec. 1021(d)(8)(E) and 1021(e)(7)(E) - Additional Payments to Quota Holders: remove 
current provisions that would accelerate payments to quota holders. 

Section 1021 (d)(8) (E)--

10 
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to tobacco 
support 
Historic split puts 
Ford plan in jeopardy 
By Ga« Gibson \ l 
KEfULOUADER WASHINSION BUREAU 

WASHINGTON — Sen. Mitch 
McConneU said yesterday he wiD 
back a plan to end the 60-year-oW 
tobacco prioe-supifflrt progranij cre­
ating a historic split between Ken-
tudq? senatois over tobacoo policy. 

Then, in a related move, ttie 
S«iate's Republican kadeisbip 
opened last night's debate on 
sweeping anti-snoking legislation 
with a last-minnte procohiral 
clange putting that plan on equal 
looting with Sen. Wendell Ford's 
comprting grower-protection pro­
posal. 

Seemingly canght by surprise, 
an angr>' Ford coinplainfid on tbe 
Senate floor tbat the move was un­
fair. In effect, it makes it easier for 
Sen. Richard Lugar to win Senale 
approval for his growe- plan over 
Ford's, which would keep the price-
support program in place. 

At a midday press conference, 
McConnell said he still believes in 
the tobacco program, wiiich has 
kept prices for raw tobacco high 
and small farms active"fcr genH"a-
tions. 

But McConneO said the pro-
See TOBACCO, A2 

TOBACCO: 'This is 
not a personal 
things: McConnell 
From Page One 

gram is doomei in Wa îington, so growers 
should act now to secure an $8-per-pound 
buyout of tiieir tobaoco allotments, as pro­
posed by Lugar, an Indiana Republicaji 
and a devt>tBd±ee*ade propment 

1 iductantly see tbe tobacco pro­
gram's end. Ifs not by any noeans my first 
choice," said McCannfiH, R-Lomsville. "But 
it's a recognition on my part of the polib-
tal rraiity thatis all artnmd tis to observe, 
for even the most casual (rioserver erf this 
issue.' 

McConneil's decisian marks the fii^t 
time two Kentucky senators, regardless of 
party affiliation, liave split on any key to-
batxo policy issue. 

1 think ifs time to get the hound dogs 
out and see if we can find the senator 
who's supposed to be representing our to­
bacco fanners." FCKTI; D-Owensboro, said 
ye^rday afternoon. It was a referents to 
McCfflineirs first Senale race in when 
he usefi hound dogs in a clever ad cam­
paign to contend tbat incumbent Democrat 
Walter D. Huddleston was too often miss­
ing in action. • 

Lugar's plan"Wouki pay farmers So po" 
pound to bay out their right to grow to­
bacco — known as a "quota" — while 
phasing oot the price-support program 
over ihiBe It wculd mean 5?hout $18 
billion for trfaacco fanners and rural com­
munities. . 

Ford's proposal, known as the LEAF 
Ad, would give farmers a buyout option in 
as many as 10 payments, but would also 
keep in place ftie program's price and pro­
duction controls. It would bring about 
$28,5 billiKi to farmers and rural communi­
ties. 

McConnell had worked with Ford last 

summer to craft the LEAF Act, and was a 
oo-sponsor when the bill was introduced 
last fall in recent months, however, Mc­
Connell ha^ repeatedly raised questions 
about flie price-support program's future in] 
a political environment where tobacco "is' 
the darling cf the attack set,' as he put it 
yesterday. 

•TVhat will keep a candidate from a 
non-tobacco state from voting against to­
bacco, if they know it'll come back to 
haunt them in Novonber?" said Mc­
Connell He appeared at a press confepence 
with Lugar just hours before debate began 
on the broad anti-smoking bill, which ap­
pears increasingly likdy to win Senate ap-
provaL 

The debate opened with Senate Majori­
ty Leader Trent Lott, R-Miss., auncuncing 
the move that helped Lugar gam ground 
against Ford's bilL Going into the debate, 
Ford expected Lugar's plan would have to 
be offoed as a separate amendment to the 
IHU and gamer S) votes to beat his own 
plan. 

Now, the Lugar and Ford plans both 
are induded in the legislation. That means 
the Senate will bave to instead strike one 
•̂ asi out — and that takes only 51 yoftes. 
Republicans outnumber Democrats in the 
Senate 5545, 

Protesting, Ford complained that the 
work he had done in the Smate Comroerce 
Committee gainmg a tactical ad\TUitagE for 
his plan was "ô It the window.'" And his 
colleague. Sen. Ernest Hollings, D-S-C, 
sharply declared: "The bi-partisanship has 
ended.-

Lott defended the decision, pointing out 
that Lugar is diairman vA. ilic Senate Agri­
culture Committee and noting that Senate 
rules permitted the move. "I think this is a 
fair way to go," Lott said. 

The debate will continue through this 
week on the bill, \vhich is bitterly op­
posed by the nation's four largest tobacco 
companies. Votes on the bill could start 
today. 

McConnell said he had not talked di­

rectly with Ford before publicly announc­
ing his decision. He said Ford's devoted at­
tention to tobacco farm issues made his de­
cision to work with Lugaf "doubly diffi-
cuJt" 

"This is not a personal tiling." Mc­
Connell said '̂ Ve both looked at the same 
set of facts and reached a different con­
clusion about what is best for our grow­
ers." 

In a statement, Ford said: "̂ 156111 was 
growing up, my parents instiDed in me two 

things: pay your dete and keep your wart 
... All I can tell our farmers is I intend tc 
keep my word.** 

For McConnell, his decision carries 
some political risk. Every leading farm 
group supports the LEAF Act. And amid 
the past irear's turbulent tobacco dianjs-
sions. Kentucky growers have repeatedly 

' made plain that their first hope would be to 
keep the subsidy program. 

Given the uncertainty over the future of 
the program, many quota owners have said 

they jtist want some guarantees that they' 
will get cash payments to compensate them" 
for kising their allotments. 

Stin, several Kenhicky farm leader̂  
\ who were in Washington yesterday to ; 
i monitor the beginning of the tobacco de-
j bate were incensed by McConnell's ded-
Tsion. 
} "It's very, very bad news," said Rod> 
.•Kuegel, president of the Lexington-based 
'Biirlej' Tobacco Growers Cooperative As--' 
sociation. " I certainly regret this day ever. • 

: happened, and I hope that McConnell d<Ks,. • 
too, eventually 

Danny MdCiraiej', a Roclosstle County • 
farmer who is executive director of the bur- ' 
ley co-op, stood up in the middle of Mc-~ 
Conneli's press conference to denounce as. -

! "hogwash" any argument that growers -
j care more about a buyout than about pre- • '. 
' serving the program. 
j "I'm reaUy disappointed to hear this an- •' 
f nouncement today. I'm really scared, and.' • 
: my question to you is, "What am I going to' • 
do now? What am I going to raise that wiD •. 

j bring my family the benefits that tobacco • . 
has brought under the program'' " McKin- ̂  
De>' asked McConneE. McConnell did not. • 
directly respond. 

In Kentucky, Gov. Paul Patton and U.S. : 
Rep. Scotty Baesler, both Democrats who • 
support Ford's approach, were critical of , 
McConnell's decision. If the LEAF Act doe : 
not pass, Baesler said, "this is McConneH's • 
fault." 

"He's abandoned the fanner when we 
need him." said Baesler, who is running to 
succeed Ford, "flight now is when we need- • 
a united fronL" 

But U.S. Rep. Ron Lewis, R-Cedlia, said -' 
McConnell is "looking out for the best in­
terest of the famDy tobacco farmer." 

"J haw listened to hundreds of tobacoo 
faimers in the past months, and there is ' 
growing and consistent support for a buy­
out," Lewis said. 

Herald-Leader staff varilers Angie Muhs 
ottdBiS Estep contributed to this report. 



McConnell's about-face might mark er\6 of tobacco quotas 
MAYFIELD, Ky. — Over the past de­

cade, Sen. Mitch McConnell has proved 
himself to be the most astute politician 
in Kentucky and certainly one of the 
smartest in the nation. 

Under his guidance, the state Repub­
lican Party, once a laughing stock, has 
emerged to not only dominate the Blue-
grass congressional delegation but chal­
lenge the Democratic Party's traditional 
hold on Frankfort. Were it not for 
McConnell's touch and tactics, folks 
Uke Bep. Ron Lewis would be back seU­
ing Bibles in Salvisa. 

•Even when it seemed like McConnell 
tripped up there was a method to his 
madness. 

He hiis, for instance, earned the en­
mity of do-gooders everyv^here for his 
no-holds-barred opposition tp campaign 
finance reform. Yet, .as he delights in 
pointing out, no one has ever won or 
lost an election "based on electoral pro­
cess issues, and the G.O'F is reaping the 
benefits of his recalcitrance hy pulling 
in contributions as if i t were printing 
money, \̂ 

This time, however, i t just seems like 
madness. 

On Monday, the Louisville Republi­
can annovmced he was ahandoning his 
support for the jMbacco program and 
siding with Sen. Kichard Lugar, Rrlnd., 
chairman of tbe Senate Agriculture 

Bill Straub 

Comihittee, in seeking to have it abol­
ished. 

I t could be the biggest political story 
of the decade. Imagine a Te.tas lawmak­
er suggesting that vehicles propelled by 
fossil fuels cause too much pollution 
and embracing a proposal to convert to 
cars that run on electricity! That's what 
McConnell has done — in spades. 

Burley is Kentucky's numbei one 
cash crop, pulling in $1 biUion peryear. 
But it's more than that. It's grown on 
60,000 farms, permitting uncounted 
nurnbers of men and women to retain 
their beloved rural way of life. 

This JS not Nebraska or ECansas, 
where thousands of acres of wheat and 
soybeans are grown as far as the eye 
can see on huge spreiads. Kentucky's 

farms are small, family owned and oper­
ated, and the hilly and rocky terrain 
prohibits a l̂ot of row crops. 

That's why- tobacco has proved in­
valuable over the ̂ ecades. Folks on 
these small farms take city jobs but 
tend to a tobacco crop that brings in 
enough money to permit them to stay 
on the land. It is, in every sense, Ken­
tucky's cultural legacy. 

That heritage has been protected by 
the tobacco program. The amount of 
burley produced every year is limited 
by a quota system. I t elevates the price • 
and stops fafipeis from other states 
from planting their ô vn tobacco crop 
from fence row to fence row. 

Without the tobacco program, which 
operates at no net cost to the federal 
government, it's hard to imagine small 
family farms surviving for very long in 
Kentucky. It's that simple. There's no 
crop that pays enough to take its place. 
Folks don't earn enough in the factory 
to maintain their small plot of heaven. 
without it. ^ 

McConneU insists he is acting in the 
interest of these farmers by killing the 
program. Its demise is inevitable, he 
says, noting that support programs for 
wheat, com and other commodities 
have- already been, eliminated. Consider­
ing ifVe anti-tobacco fervor that seems 
to be overwhelming Washington these 

days, he maintains that the responsible 
political position is to join in the 
slaughter and broker the best deal pos-. 
sible. 

The rationale makes absolutely no 
sense. 

For one thing, there remain some 
commodities, such as peanuts, that con­
tinue to operate under a support- sj's-
lem. Many anti-tobacco activists sup­
port the tobacco program because it 
limits production and keeps prices 
higher than they othenvise might be — 
working as deterrent to smoking. 

President Clinton, who has hopped 
on the anti-tobacco bandwagon with 
both feet, has expressed support for 
keeping the price-support program. 

The tobacco bill tbat passed out of 
committee contained a provision of­
fered hy Senate Minority Whip Wendell 
Ford, the Democrat froin Owensboro, 
Ky., that offers B voluntary buyout 
while keeping the price-support pro-
grarh.. 

There is ahsoluteiy no detectable 
'groundswell to kUl tbe program despite 
the continuing animus for the tobacco 
industry it.self. 

McConnell, suddenly, is leading the 
charge against what is arguably the 
most important federal program in the 
diitire state when there is no army to-
lead. 

But conside^ it politically. The Lugar 
plan calls for a*|£hre&-yeir phase out at a 
cost of $18 bilUbn. Each farmer, under 
the proposal, will receive per quota 
pound. ^ . 

What exactly has McConnell gained 
for Kentucky's small farmers by collud­
ing with the senator from Indiana? 

Prior to what some are portraying as 
McCormeirs betrayal, the worst-case 
scenario for Kentucky farmers had the 
Senate killing the price support pro­
gram over objections from Ford, 
McConnell and other tobacco state law­
makers — under the terms of the Lugar 
bill, which hasn't changed significantly 
in recent months. 

McConnell's defection hasn't 
changed the terms of the abolition de­
bate, only prorided cover to those who 
may have been on the fence. 

McComiell is a power in Washington 
these days and he generally has served 
in the state's best interest. 

But this move is inexplicable and the. 
Republican Party he has built and 
served with, distinction could ultimately 
suffer. 

BjiZ Straub Js The Post's Washington 
correspondent. Readers may write him 
at Scripps ffoiyard News Service, 1090 
Vermont NW, Washington, D.C. 20606; 
or via e-mail at straubb@shns.coin. 
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' 'obacco 
(ebate 
)egiiis 
slowly 
Ford-McConnell 
duel over aid to 
farmers yet to come 
By JAMES R. CARROLL 
The Courier-Journal 

WASHINGTOiM - The firsl full 
day oi Senate debate on comprehen­
sive tobticco legislnlioti bogged down 
yesierclay in coribat over money be­
tween (lie trial l.iwyers and powei~ful 
business Interest.]. . , 

It ended In at least a temporary 
victory for the attomeys, 
. 1 he Senate voted 58-39 against an 
amendment to ĥe tobacco bill that 
would have limiied attorneys' fees In 
multiblllion-dnllar settlements with 
the slates to $251) per hour. 

The fees hav.j become controver­
sial amAn̂  many opponents of lobac­
co legislation. But the daylong debate 
only skirted thi; central question of 
whethei Congress is ready to impose 
a $516 billion settlement of lawsuits 
on the tobacco Industry and restrict 
the cigarette companies' ability to ad­
vertise ils products, ull in the name 
of ciilting underage smoking, 

The slow pace of deliberations on 
the hill, wilh the amendment on at̂  
torney fees Ihn only one voted on 
among potentiiily dozens pending, 
threatens the supporters' plan to pass 
the legislation liy the time the Senate 
leaves Friday for a weeklong Memo­
rial Day break, 

"I'm optimisiic, but I'm alwa]/s op­
timistic, said ien. John McCain, R-
Ariz., the tobacco measure's chief 
sponsor. 

Others, in':luding Sen. Don 
Nickles, R-Oklii., an opponent of the 
bill, predicted iinai passage wouldn't 
come until at least mid-June. 

Yesterday's debate saw Kentucky's 
two senators, ?°fnnnflf V^""t<"" 
I^Uil and Republican Mitch McCon-
nell, in prominent roles, With Ken­
tucky the nation's second-largest to­
bacco state, thi: pair are likely to lake 
to the floor m iny times in the com­
ing days. 

MeCONNELL, a co-sponsor of 
th6 amendmeiit by Sen. Lauch Fair-, 
cloth, R-N.C, said lawyers winning 
lawsuits agair\st the tobacco compa­
nies were "making a heck of a lot 
more than any other worker in Amer­
ica." 

"A sweepin):; federal regulatory bill 
cannot leave out the subject of tobac­
co fees," McConnell said. 

He look his colleagues on what he 
called "the laNvyer-enrlchment tour" 
of the states that already have settled 
with the tobacco industry, pointing tp. 
attorneys' fee:; that he said compute 
to anywhere from $7,000 per hour to 
$88,000per hour. < . .: , 

A. $250 hourly cap oh the fees 
would bring ihe costs of the settle­
ments "back \o the edge of reason," 
McConnell ar§.:ued. 

He was b:icked by: the United 
States Chamber of Commerce and 
the National Association of Manufac-
tureis, who fear that the court wins 
over the tobncco industry will emt 
bolden trial lawyers to file massive 
lawsuits against other Industries. 

But Ford, helping Sen. Ernest Holl­
ings, D-S.C., lead the oppo'sition to 
caps un fees, said that the attorneys 
who agreed to battle the tobacco in­
dustry signed contingency contracts, 
which at the time the lawsuits were 
filed were gambles. 

"What's a cuiiiiuti ju(IMC wt uit 
Brother that vitiates contracts? I 
don'l think so," Ford said, "If there 
ever was an Intrusion into private 
practice, private business — the Re­
publican side I'm surprised at." 

THE KENTUCKY Democrat, the 
Senate minority whip, was still 
smarting from Monday's surprise 
parliamentary maneuvers by Republi­
can leaders that dealt a setbapk to 
Ford's proposal to help tobacco farm­
ers unoer a national settlement. 

Senate Majority Leader Trent Lott, 
R-Miss., had the tobacco bill printed 
without Ford's plan, which would 
keep intact the tobacco price-support 
program and provide assistance to to-
Dacco-depenoent communities and 
buyouts to farmers who chose not to 
grow tobacco. 

Instead, Lott inserted an alternative 
sponsored by McConnell and Sen. 
Richard Lugar, R-Ind., chairman of 
the Senate Agriculture Committee, 
that would abolish the price-support 
program and provide buyouts to all 
tobacco farmers. 

Lott's move came after repeated 
assurances by McCain that Ford's 
provisions would remain in the bill. 
The White House also supported the 
Ford approach. Neither' Ford nor 
Hollings, the ranking Democrat on 
McCain's Senale Commerce Commit­
tee, were told about Lott's decision 
ahead of time, and they were out­
raged. 

The practical effect of the Lott ma­
neuver is to make Ford compete on 
equal footing for 51 votes against the 
Lugar-McConnell approach, Under ; 
Ihe rules, without Lott's help, Lugar, 
and McConnell would have needed 
60 voles to^ct their plan Into the bill. 

In a half-hour Senate speech yes-
,terday, Ford defended his proposal, 
called the Long-Term Economic As­
sistance for Farmers Act, or LEAF 
Act. 

"1 will do everything in my power i 
to oppose attempts to undermine the . 
LEAF Act, or attack the federal to­
bacco program, or threaten the ablli-.: 

Sf ot tobacco farmers in my state to 
eai with the Impact of the national 

1 tobacco settlement," the senator said. 
I LOTT'S EFFORT to aid McCdn­

nell and Lugar "was a leadership de-
I cision," McCain said ih a brief Inter-
; view, adding that he still backs 

Ford'splian, • ', . . - , , . 
But the atmosphere'of triist'that 

McCain had forged td bring the to-; 
bacco hill to the floor clearly hâ  
been damaged In the eyes of Ford, 
Hollings and others who support the 
LEAF Ad. 

McCain said he has been unable to 
work out an understanding with Ford 
and Hollings over what happened. 

Meanwhile, while the Kentucky 
Farm Bureau has sided with Ford, 

— c_ * 
there were signs yesterday that to­
bacco farmers In other states are di­
vided on which way to go. 

The more suspicious observers 
suggested that the Lugar-McConi]el| 

McConneU 
takes heat 
for tobacco 
aid plan 

' He says critics embrace 
program that's doomed 

measure was a ploy by the tobacco 
compahies to put a "poison pill'' into 
the tobacco bill that would kill it. • 

By ROBERT T.GARRETT 
The Courier-Journal 

"It's very clear that the tohAcco 
companies have been manipulating 
tobacco farmers and their related 
groups to oppose the bill by Ihreaten-
Ing not to purchase their tobaccq this 
year," said Maury Lane, a spokesman 
for Hollings. "Everyone knows the 
Lugar bill Is not practical and will 
end up destroying the legislation, 
thus saving the tobacco companies 
from taking responsibility for their 
actions." 

It remains uncertain- when the 
Ford-McConnell showdown over the 
price-support program will come. 

Today's debate is expected to focus 
on how much the price of a pack of 
cigarettes should be increased to pay 
for Ihe settlement. 

McCain's measure calls for a $1.10-
per-pack ihcrease — the reason the 
tobacco companies pulled put of ne­
gotiations with Congress and the ad­
ministration ove. tobacco legislation. 
Sen. Edward Kennedy, D-Mass., is 
proposing an increase of $1.50 per 
DBCk. . . 

Sen. HAItch 
McConnell cast 
himself as a 
political realist. 

In one of the biggest gambles of his political 
career, U.S. Sen. Mitch McConnell has sound­
ed retreat on a government program long con­
sidered sacrosanct in Kentucky — federal con­
trols on growing tobacco. 

McConnell's bombshell 
infuriated leaders of the 
state's leading tobacco-

f rower group, who pre-
icted rural Kentucky vot­

ers will punish jRepubll-
cans this fall for McCon­
nell's abandonment of the 
tobacco price-support pro­
gram in Its time of peril. 

Rod Kuegel, president of 
Burley Tobacco Growers 
Cooperative Association, 
said, " I think immediately 
there are repercussions for 
(Republican Jim) Bunning 
in tne (Senate) race in the 
fall and. more long temi, I 
think (McConnelrs) will­
ingness to deliver on a 

filatter the tobacco farmer 
0 Big Tobacco" could 

stop tne GOP trend in 
Kentucky. 

Democrats, who for 
years have been on the de-r̂  
tensive on national issues 
in Kentucky, clearly 
sensed an opening. 

All three of the major 
Democratic candidates tor 
U.S. Senate excoriated 
McConnell yesterday and 
laid plans to keep hammering on the issue in the 
final week of their prlmaiy race. 

Bunning, the 4tn Distnct congressman who 
Is the GOP's presumptive nominee for the Sen­
ate, distanced himself from McConnell. In a 
brief statement, he pledged "to keep working 
for" retention of the price-support program. 

Beyond the dally war of political words, 
however, there was a sense yesterday that 
McConnell had made a fateful decision. 

In breaking with fellow lawmakers from the 
burley-growing belt, whom he characterized as 
"clinging" to a program that cannot be sal­
vaged, McConnell insisted he was acting in 
Kentucky's interests. 

Casting himself as a political realist and 
straight-shooter, McConnell said in an Inter­
view that a buyout Is the best deal tobacco 
farmers can wheedle out of a hostile Congress. 
Farmers, he said, have no choice but to wave 
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FLUE-CURED TOBACCO COOPERATIVB 
STABILIZATION CORPORATION 

p. O. Box 12300 
Raleigh, North Carolma 27605 
Telephone: (919] 821-4560 
Facsimile: (919) 821-4564 

May 22,1998 

Mr. Thomas L. Freedman 
The White House 
Special Assistant To The Presideiit 
and Senior Director For Policy Planning, 
Domestic Policy Council 

Dear Tom; 

Attached is a copy of my letter to John Hoeffel, Washington correspondent for the Winston-Salem 
Joumal, regarding his May 21st article. I deeply regret that there was a misunderstanding between 
John and myself and I am truly sony if John's misinterpretation of my comments caused you and 
your staff moments of concern. I have known John for several years and I am confident that he 
intended no malice. I can assure you that I have discussed the issue twice with him and he now 
clearly understands our Board's positioiL 

I want to reaffirm our Board's support of the L£.AJF. Act sponsored by Senator Ford and praise 
the Administration for its tremendous support for the nation's tobacco farm families and their 
communities. 

Sincerely yours, 

Amold Hamm 
Assistant General Manager 



FLUE-CURED TOBACCO COOPERATIVE 
STABILIZATION CORPORATION 

p. O. Box 12300 
Raid^. North Carolma 27605 
Telephone: (919) 821-4560 
Facsimile: (919) 821-4564 

May 22, 1998 

Mr. John Hoeffel 
Winston-Salem Jomnal 
1214 National Press Building 
529 14th Street N.W. Washington, DC 20045 

Dear John: 

I am disappointed in die inaccurate portrayal in your May 21st article of the Flue-Cured 
Tobacco Cooperative Stabili2auon Corporation Board of Directors' position regarding 
legislative proposals currentiy being considered for tobacco farmers. I stated that most of 
our Board as individuals woiild like to receive compensation as quickly as possible because 
that is in the best economic interests of tobacco farmers, however, that should not be 
construed as our Board's preference for Senator Lugar's proposal. 

I want to strongly reiterate our Board's position. The Board has endorsed the L.E.A.F. Act 
sponsored by Senator Ford because it conforms to tiie following adopted policy: 
compensation for tobacco quota owners, transition payments for tobacco producers, ^ 
retention of a price and supply management program and economic assistance for tobacco 
farm commtmities. 

I am always happy to assist you whenever possible but in the future it wiU be necessary to 
review any of my statements or comments for accuracy in order to prevent 
misunderstandings of om- Board's policy. 

Sincerely yours. 

Amold Hamm 
Assistant General Manager 



MEMORANDUM 

To: Tom Freedman May 27, 1998 
From: Ridge Schuyler 
Re: North Carolina Tobacco Growers 

When developing the flue-cured provisions of the LEAF Act, we were made aware of 
two issues of primary importance to the North Carolina Farm Bureau, in addition to every 
growers' desire to have compensation payments made as quickly as possible. 

Both concerns focussed on tbe production-limiting permits that would be issued under 
the new supply-limiting program. Under the new system, a permit is to be granted to 
growers who were active producers iri 1997. The size of the permit is based on the growers' 
previous three years' production. The North Carolina Farm Bureau wanted to make sure 
that a grower who did noc produce in 1997 still be eligible, if the failure to produce in 1997 
was based on a medical condition or disaster outside the control of the producer. We agreed 
to this "hardship" provision, and that is now in the bill. 

The second concern was about whether a uon-producing quota holder could be eligible 
for a permit. Under die provisions of die bill, a quota holder who was not an actual 
producer in 1997 would be baired for 25 years from growing tobacco. This provision tracks 
the burley buy-out provision, which states that a burley quota-holder who takes the buy-out 
must Itaive Lobacco farming for 25 years. We were wUliiig to delete the 25-year bat for flue-
cured, since those quota-holders are being forced to sell their asset, rather than relinquishing 
them voluntarily for cash. Senator Ford's office, however, wanted to retain the bar because 
he felt deleting it would open as up to an avenue of attack by Senator Lugar. He was willing 
to eliminate the bar, however, if we could then get an endorsement from the North Carolina 
Farm Bureau. 



THE WHITE HOUSE 

W A S H I N G T O N 

iMEMORANDUM FOR THE P 

FROM: 

SUBJECT: 

Copied 

Senate U ^ e : V ^ . h c Senate returns from recess, it is sche ( 6 o \ j j \ e b ^^"^^^ ^P^'^^I^LJ^' '-" "'c ocnaie remrns trom recess it is <;rhp 
to retun, ,„ ,he McCain Icgisladon and resume consideration of an metdmemtv 

cut for mamed couples w,th income of less than $50,000 per year Other IZ 

T e h t d T " ' T r X " " " ' " ' 5 ™ ' - Nickle L one by Sena;;;s Hatch and Fe.nslem), additional tax proposals (possibly including a . i ; m n „ 7 j 
ofthe Gramm amendment, as well as a Roth-Boxer pronoL t h i l . t ™ 

preference is for an early cloture vote, wh^h he be i ^ 'hi' ^ w r t e ™ ' : ! " 
an early cloture vote, on the theoty that his caucus will onK^ harden i f T f r r ' ^ ' ^ ? 

know the McCatn bill now contains bo^ S e n l r t ^ d enTr r T p r o p L r 

for an l ^ o n T h : ; '^^ 7 ^""P^' democrats f^p o^Trov des 
over 27years ^ h ? , " " " " " « > " " ^ ' Wlhon 
1 ? H , r * Republicans support provides for a 

t l r .u ° ™ y""^- "SHA nlcul..c3 that Uwai^ould leadJo an 
j^^^Basemtheamoun. of tobacc^p^vvn in this C i m . l C ^ a ^ Z I c M ^ ^ ^ r g t ; ^ 

sides our wtUmgness to broker a comptomise (for example, a phase-ou. oTfte ptTsupport 
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program over 10 or 15 years, or the creation of a commission to work out the best approach 
to this issue). As of now, however, both sides think they have the votes to defeat the other 
(which, in fact, they both might), and compromise discussions have not proved productive. 

3. Tobacco ~ Minority Caucus Concerns: DPC, OMB, and HHS will meet next 
week with members of the House Minority Caucuses to discuss their views of tobacco 
legislation — especially the McCain bill's approach to public health spending. These 
members have concems about the Senate bill's use of block grants to states for smoking 
prevention and cessation programs. They also are upset that the bill contains no direct grants 
to historically black and predominantly Hispanic colleges, universities, and medical schools. 
These members have sent us an altemative proposal for public health spending, but the 
agencies believe that it raises significant constitutional and administrative concems. The 
proposal includes funding set-asides for minority groups that the Department of Justice 
believes mn afoul of the Supreme Court's Adarand decision. In addition, the proposal's 
funding mechanism would create major administrative burdens for the Department of Health 
and Human Services. We anticipate holding several discussions with members of the 
Minority Caucuses to work out ways of making them more comfortable with the public 
health provisions of the legislation. 

4. Welfare Reform ~ State Use of TANF Funds: The NGA Fiscal Survey of 
States, released on May 27, contained some encouraging information about the way states^ 
are using welfare monies. The report showed that states are shifting fiinds from direct caslr^^ V 
p̂ayments to work-related supports. Since 1996, spending for cash assistance has decreased^'' ^ ( 
16 pprrpnt, yfhWf «;ppnHinfT fnr rhild care has increased 85__percent and spending on work ^ 
activitip«^ ha.*; increased ^4 perrent Tnt;^| wplfarp gppnHiqp; Heclirledh^^ 
pacpinaH rpHnrtinng, fV|j<; figure represents increasedspending per welfare recipient^ 

5. Education — GAO Report on National Testing: In response to a request from 
Rep. Goodling, the GAO will issue a report next week on the roles played by NAGB and the 
Department of Education in developing the national tests in 4th grade reading and 8th grade 
math. The report fmds that NAGB has fiill control over development ofthe tests, as required 
by law; it finds hot a single instance of improper interference by the Department. In 
addition, the report finds no reason to criticize the procedures NAGB has used to award test 
development contracts. Although we do not expect the report to mitigate Rep. Goodling's 
adamant opposition to the tests, it should prevent him from making the claim that test 
development somehow remains under the influence of the Administration. 

6. Education — Adult Education: You recently asked what the Administration had 
accomplished with respect to adult education and whether we need to take additional steps. 
The Senate and House workforce investment bills, which Congress is expected to pass by 
July 1, provide for the reauthorization of all federal adult education programs. Your FY 
1999 budget requests a $16 million increase in grants to states for adult education programs. 
It also includes a request for fimds to develop model English-as-a-second-language programs 
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for adults, since 40 percent of adult education paiticipants are in such programs. In addition, 
the Department of Education has funded a PBS series, called "Crossroads Cafe," which is 
a kind of "Sesame Street" for adults learning English. The program is now shown in 35 
states (and 50 foreign countries) and will be expanded shortly. DPC will begin a working 
group with NEC and the Education Department to explore how we can best-highlight the 
efforts we already have underway, and what additional steps would be appropriate. 

7. Health ~ Assisted Suicide: The Department of Justice plans on releasing a letter 
next week, in response to an inquiry from Senator Hatch and Congressman Hyde, concluding 
that the Controlled Substances Act does not give the Dmg Enforcement Agency (DEA) 
authority to take action against physicians who assist their patients to commit suicide. 
Consistent with your directions, this letter will include a restatement of your longstanding 
position opposing assisted suicide and an indication of your willingness to consider workable 
legislation addressing this issue. As you know, we expect that Hatch and Hyde will respond 
to the Department's letter by introducing a bill authorizing the DEA to take action against 
physicians for assisting suicide ~ a legislative approach that we believe is ill-advised. We 
will work closely with DOJ to roll-out its letter, and will keep you advised of legislative 
developments. 

8. Health - HCFA Letter to Ravenswood Hospital: The Health Care Financing 
Administration (HCFA) sent a letter yesterday to Ravenswood Hospital of Chicago 
threatening it with loss of Medicare fiinding for policies posing a grave threat to the health 
and safety of patients. The letter followed an incident in which a 15 year-old died of gunshot 
wounds iusr3 5 feet from the hospital door after hospital workers reftised to leave their posts 
or even to give police officers a stretcher to bring the young man into the hospital. The 
HCFA letter states that the hospital will lose funding in three weeks, unless it provides 
credible evidence within that time of having reformed its emergency room policies and 
practices. We issued a statement in your name highlighting HCFA's action, as well as 
urging all hospitals to follow recently released guidance by the American Hospital 
Association on appropriate emergency procedures. 

9. Health ~ Medicare Commission: The Medicare Commission will hold a 
meeting on Monday, most of which will be devoted to discussions among the members on 
the major issues of benefits, costs, eligibility, administration, and financing. (We have told 
our members that they should feel free to talk openly about controversial policy reforms such 
as benefit changes, eligibility age changes, and means-testing proposals, but should avoid 
at this time any serious discussion of new taxes.) In general, the Democratic members are 

I becoming nervous that the Commission's staff is focusing exclusively on questions of 
program financing, while ignoring issues of program design. They will use this meeting to 
urge the Commission to address ways of making the Medicare program more responsive to 
the needs of beneficiaries, at the same time as the Commission takes up the program's 
financing challenges. 



10. Health ~ Long Term Care: Aging and disability advocates are placing 
increased pressure on us to address the issues surrounding long-term care. Demographic 
changes will heighten the demand for these services greatly in the coming years, but cost 
considerations have deterred both the public and the private sectors from taking up this 
challenge. Although tmly comprehensive approaches are politically and. financially 
unrealistic, we can-develop targeted policies that wiUbegm to addressJhe_problern. These 

?p^ies might mcTu?e: reauinng the 1-ederaT EmploveeHealth BenefitPlan to oH^ (but not 
p ^ for) long-term care policies: informing Medicare beneficiaries that Medicare dô s not 
cover long-term care and advising them of other coverage options; giving more flexibility 
to States to use home- and community-based care options for elderly and disable people on 
Medicaid; and providing tax incentives to increase the purchase of private long-term care 
policies. We are setting up a working group to explore these and other ideas so that you 
jegin to address this important issue shortly. 


