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May 21, 1998

MEMORANDUM TO SECRETARY GLICKMAN

From: Keith Pitts

Through: Greg Frazier

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

Background

[ 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 funding 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 of the farmers’ pockets. Also, the Administration has determined
that the huge expenditures required under Lugar’s expedited buyout of the domestic
tobacco program will require a 69% reduction in the McCain Bill’s funding 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 of the Ford
Amendment in the McCain Bill is critical to Administration’s stated goal of a
comprehensive tobacco settlement.
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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 of the Ford
Amendment to the McCain Bill and their opposition to the Lugar Amendment to the
McCain Bill.

FY1

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 government 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.

Talking Poin

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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TOBACCO PROGRAM OPTION - #3 2
IMPACTS:
Production Tobacco would continue to 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 Settlement.

Prices - Prices could decline slightly because of increased 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 $250 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 further 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 $43.4 million. Cost of an income support program could vary greatly depending on
the nature of the programs and could be as high as $1 billion annually.

s:\director\fo_draft\concept.3
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JOBACCO PRQGRAM OPTION - #4

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

Background:

Because of an expected decline in demand associated with the proposed tobacco settlement,
several government officials and other interested parties 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
perceived 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, i.¢., 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 $8.00 per pound
as proposed in several bills that have been introduced in Congress? Or is it closer to $2.00 per
pound, the current selling price of tobacco quota? Perhaps it is somewhere in-between. The
§8.00 reflects a 5 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 - $2.00 per pound - reflects the
discounted value associated with an expected S-year life of the 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 &s 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? Loean 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, §, 7 or
some other time frame what happens to price supports? Perhaps price supports could be lowered
by 2§ percent the first year and progressively reduced further until the program is completely
terminated.

Goos
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TOBACCO PROGRAM ORTION - #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 efficient 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 eastern Kentucky to other areas of
Kentucky. It is doubtful much production would occur outside traditional areas due to a lack of
infrastructure 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 SO 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, Eastern 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 es 25 percent based on a 50 cent farm level price decline. There would be
an impact on other producing countrics 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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TOBACCO PROGRAM OPTION - #4 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.

s:\director\fo_draft\concept.4
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TOBACCO PROGRAM OPTION - #5
PRIVATIZED TOBACCO PROGRAM - (similar to the Robb Bill)

Background:

The U.S. Government has operated 8 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
current tobacco program. However, with the continued controversy over the dangers of smoking
and health related concerns, many people feel that it is time to “get the Government 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 from 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 t0-a world
market price for U.S. produced tobacco.

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

The Tobaceco Corporation would issue licenses (the equivalent of quotas) to current tobacco
producers. These licenses 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 support 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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TOBACCO PROGRAM OPTION - #§ 2

IMPACTS:

Production - Tobacco would continue to be grawn 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 determined 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 of the piedmont to coastal areas and burley production would
become more concentrated in centra| 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 current producers who have been renting or leasing quota from vanous 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 of the 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
government 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_draft\concept.§
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VARIOUS TOBACCO BILLS

" Revitalization Trust Fund of

Pe] $28.5 billion. Magies come
™ fram scttlement funds

S collected from tobacco

¥4 manufecturers and importers.

warel [Sec 101-102, Sec 911-912]

Tobacco Transition Account,
within the National Tobacco
Settlemont Trust Fund, funded
at S13 billion. [Sec 101, 301]

| Payments to quota owners (Up
oy to §8/1b) and tenants for

%44 production losses from

71 baseline levels (totaling about
i $15.8 billion). Quota and no-

| net-cost price suppart loan

21 pro maintsined with

23%] some technical changes. {Sec

201, Sec 921}

Quota owner buyout ($8/1b)
and tenant compensation
(§1.201b) (rotaling about
$14.7 billion with 100%
participation). Mandatory end
to quota program and 3-year
phase out of price suppart
loan program. [Sec 102-105,
201-202, 211}

1 All eosts for extention.
1 services, crop insurance, loan
program administratian, leaf
0] greding and inspection, and

| other activities associated with
| tobaeco production will be
paid from Trust Fund (totaling
Y| about $2.$ billian). [Sec 202,

1 Sec 922]

No provision

«Annval cconoraic
54| development grants of $300-
350 million for 25 years
(totaling $8.3 billion). [Sec
203, Sec 923]
«Assistance for displeced
i3 industry workers (not more
, than $500 million). [Sec 301,
Sec 931]
14| ~Higher education grants for
tobacco farm families (31.4
billion). (Sec 302, Sec 932]

Annual community economic
development grants for 3 years
(totaling $300 million). [Sec.
111]

| Agriculture sector immune to
! Jack of manufacturer

] campliance with nationel

1 settlement legislation. [Sec

No provision

{5 401, Sec 941)
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USDA SECRETARY

VARIOUS TOBACCO BILLS

Trust Fund (with manies from
higher excise taxes) expected
1 to spend §13 billion on

i
THH farmers and rural

developrent. [Sec 101,
subsection 2815]

Tobecco Transition Account
of $16 billien. {Sec 101, 811,
841-842)

1 Quota buyout affer to owners
| (84/1b), and lessee

| compensation offer (84/1b)
71 (99.2 bllion exposure with
100% panicipation). [Sec
7] 411-414]

Quota owner buyout ($8/15)
and tenant compensation
($1.20/1b) (totaling about
$14.7 billion with 100%
participation). Mandatory end
to quota program and 3-year
phase out of price support
loan program. [Sec 812-814]

S 3 No provision

No provision

't Annual community economic
Ll development grants for 3 years
%38l (totaling $3.8 billian). [Sec

N 431)

«Annual community economic
development grants for 3 years
(totaling $300 million). [Sec.
§21]

-Assistance for displaced
industry workers (not more
than $500 million). [Ses 816]
«Eduecation grants for farm
families (about $1.4 billion).
[Sec 817]

{iail No provision

No provision

W ula
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VARIOUS TOBACCO BILLS

Tobacco Community
| Revitalization Trust Fund
‘; funded by arpounts from any

%t mational tobacco settlement
legislation.

% Quota owner buyout ($8/1b)
and transition payments for

1 active tobacco producers (52
| per pound paid over S years).
| Provides for Tobecco Farmer
| Individual Retirernent
Accounts.

| Afier initial startup of
4 privatized corporation -
1 minimal USDA involvement

%1 Tobacco Community
Economic Development
| Grants of up to $250 million
for each of the FYs 1599-
¥ 2003, plus to be determined
1 amounts for FY's 2004.2023

2 No provision

Congressional Research Service and _
Tobacco and Peanuts Division - FSA - USDA

s:\director\fo_draft\tob_bils.wpd
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3 - Privatized Program

1 increase as price supports
wered.

1 decline to near world

ly unchanged.

_renl would be eliminated.

vould increase as exports
Would have less impact on
and minority farmers than
ns 2 and 4.

ts up as prices lowered.
implications possible.

ly phased out.

total $25 to $30 billion.
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TOBACCO PROGRAM OPTIONS
(Impacts Compared with Pre-Tobacco Settlement)

TOPIC Opt.1 - Current Opt. 2- Current Program | Opt. 3 - Income Opt. 4 - Quota Buy-out-Ne | Op
Program - Minimal - Substantial Changes Maintenance Program Program
Change
Production Decline by one-third Increase and move to more | Decline by one-third aver 10 { Increase and move to more Wo
over 10 years. efficient areas. years. efficient areas. are
Prices Decline slightly. Would decline. Decline slightly. Would dcclihe to near world Wo
prices. pric
Regiomal Unchanged Some shift to more Unchanged. Distribution of production Lar
[mpact efficient producing areas. could change considerably.
Rent/Lease Decline slightly per [b. | Cost would decline as Decline slightly per 1b. Total | Quota rent would be Que
Costs Total quota value would quota owner’s quota value declines eliminated.
declines significantly. | income. significantly.
Operating Unchanged. Size would increase Unchanged. Increase significantly with Siz
Unit considerably and many many small and minority gro'
small and minority fanmers farmers ceasing production. smz
would stop production. Opt
Trade LevelV | Unchanged. Exports would increése, Unchanged. Could have Exports up- imports down. Exg
Policy imports would decline. WTO implications. WTO implications possible. WT
USDA Remain the same. Unchanged - USDA's Remain the same, Largely phased out. Lar,
Involvement | USDA’s Adm. Cost Adm. Cost covered.
could be covered.
Cost $43.4 mitlion in FY $43.4 million for FY 98. $43.4 million for FY 98. Could total $25 to $30 billion. | Cou
98, if Adm. Cost Income maintenance could
covered. total $1 billion annually.

Note: All costs are assumed to be covered by increased cigarette taxes or Tobacco Settlement funds. sAdirectonfo_draftsideby.side
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Risk Management and Specialty Crops Subcommittee Hearing

Wl
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 concern and uncertainty among tobacco growers and quota
holders relative to future U. S. production prospects. Flue-cured pmdubers
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 ipvested in barns and
equipment to produce this amount of flue<cured tobacco. Burley producers
are concerned about the dependability of tobacco as 2 source of income in
the future.

A central theme was the importance of tobacco on farms in States such as
Kentucky, Tennessee, Georgia, Virginia and South Carolina.

There was a major concern that this ma)'I be the only chance tobacco farmers



Ve VU JIQ 12 -00U 1 An

volasuvulvnn

R VU2 VU

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 concern about taxation of buyout or income maintenance

monies.

. Positions of Witnesses:

Witnesses generally applauded the benefits of the 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 communities, there
does seem to be a consensus that some type of economic assistance is
crucial.

Although there is no universal agreement, the burley State witnesses
supported keeﬁing the current program. The flue-cured udmcsses favored
compenation and a privatized program if the cufrem program cannot be

maintained.

. Criticism of Administration:

Representatives Ron Lewis (Kentucky) and Saxby Chambliss (Georgia)
stated that while the Administration has indicated it is in favor of a program
or programs to help tobacco farmers, it has yet to develop a specific

program.

2
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Noteworthy...
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Hearings:

{1] Senate Judiciary
Committee {Chairman

Orrin Hateh (R., Utah)]
on February 10; no
witness list yet posted.

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

“

Updating Our Tobacco Concerns List
Ethan H. Siegal

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 issus,
with pro-consumer caveats, is a positive for the national settiement. The DOJ testimony was
vitai to reinject lite into the tobacco deal, which was, and still is, languishing under the cloud
ot Campaign ‘98 reelection politics. That is self-evident from the mixed response from House
Judiciary Committee Members. For A Tobacco Industry Response. Now, it is up to the
tobacco industry to make a strong public move, beyond yesterday's testimony by Meyer
Koplow who represents Phillip Morris. We are not so sure this will happen since the industry's
strategy for enacting a comprehensive deal remains getting “it” done in the backroom. The
industry fails to appreciate the current collective belief of many Members of the Congress,
including longstanding Repubilican allies. That s, there must be a palpable shift in the
perceived attitude of the general public who are reluctant to approve a deal for the tobacco
industry while limiting the rights ot 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 get involved in specific detalils
in order to keep all negotiating options open, but when the deal seems to be bogged down,
they will make concesslons and provide political cover to keep the legisliative process alive. n
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 GOF. Yet, there is great distrust 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. “MonicaGate”
as it has played out so far in public opinion polls reinforces this GOP thinking about 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 List 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] Blg Tobacco. We belleve it's time for a makeover in their lobby
strategy. Daily, it gets more difficult to get a deal with immunity. [2] Koop/Kess!er. Rumors
continue to swirl that they may come out against any immunity for the industry. That would be
a huge hurt since many Membere 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
forward, 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 due
10 "MonicaGate,” he would move to #1, but for now we believe he wants the comprehensive
deal for legacy sake, money sake and palicy sake. But he knowe that If the deal fails he has
got a great Campaign ‘98 issue for Congressional Dems if the GOP blocks a “Plan 8" excise
tax, FDA bill. [5] 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 tax for new government
expenditures. But, this GOP position could come back to haunt the tobacco industry. [6] DOJ.
We believe that the DOJ investigation of the tobaeco Industry is a big problem, but that DOJ
will not move forward 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 Deductibillty. This issue remains benign but still could
be the sleeper kiunker once the Congressional tax committees get involved. [8] IMF Ballout.
The bailout raises the visibility of “Inside The Beltway” favoritism for the powerful and that
does not play well juxtaposed against providing immunity for Big Tobacco. B
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Leaf firms propose aid to growers

BY PETER HARDIN
Times-Dispatch
Washington Correspondent

WASHINGTON — Philip Moris Cos. and three el cigarette makers, sceking
support for the proposed national tobacco settlement, yesterday floated an $11
billion, 25-year plan to help growers weather the expected drop in demand for
tobacco. :

] Phil Carlton of North Carolina, a leading lawyer for the tobacco companies,
said the plan was a »discussion draft" and nota specific proposal by the
industry.

"The position of the companies is that the growers should come up with the
plan that they want. ... They have not reached a consensus. We hope they will.
We hope this will

help them do that,"” Carlton said in a conference call with reporters.

The plan is less generous than a $28.5 billion approach sponsored by Sen.
Wendell K. Ford, D-Ky., a $22.5 billion plan by Sen. Charles S. Robb, D-Va,,
or a $15 billion buyout bill by Senate Agriculture Committee Chairman
Richard G. Lugar, R-Ind.

A Pittsylvania County tobacco grower, C.D. Bryant, called the draft plan
woefully inadequate to meet growers' needs.

*I think this plan stinks to high heaven. ! would never go for it," said Bryant,
who is president of Concerned Friends for Tobacco, a political action
committee.

The industry draft was circulated to more than 70 members of Congress in a
letter by Carlton dated Thursday. It outlined principles that Carlton said could

compensate quota holders and growers with $6.5 billion over 25 years.

In addition, the draft would allocate $1.8 billion to funding the government's
tobacco program. [t would pump $2.67 billion into economic aid for
tobacco-dependent communities over 10 years.

Big Tobacco is battling to win approval in Congress of the $368.5 billion
proposed settlement deal, which would give the companies broad legal
protection ip exchange for making multibillion-dollar payments and taking
measures to cut youth smoking.

Leaders all the way up to President Clinton have pledged that tobacco growers
must be protected if comprehensive legislation is passed.

Scott Ballin, a consultant to the National Center for Tobacco-Free Kids,
considered the cigarette makers' Jraft as an effort to shore up support for the
settlement.
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“The companies really do need the farmers for political protection in all of
this," Ballin said.

Amold Hamm, assistant general manager of the Flue-Cured Tobacco
Cooperative Stabilization Corporation, said it is strategically important to the
tobacco companies "that the farmers be on the same page."

The draft for growers, Hamm said, reflected a serious attempt but failed to
provide enough money for flue-cured growers to protect their future.

Concern over the growers arises because they were left out when the cigarette
giants made the deal with 41 state attorneys general last year in an effort to
block expensive litigation.

Robb has proposed ending the federal government's quota system and setting
up a private, grower-run system to limit tobacco production. Robb also would
buy out all existing quotas from owners. Sen. John W. Warner, R-Va,, has
signaled support for the Robb plan.

Metro and Virginia Stories Index

‘— Richmond Times-Dispatch ; Feedback News Index Gatcway Virginia

© 1998, Richmond Newspapers Inc.
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Nﬁm RSERVER Tobacco-support issue alarms farmers,
“%Sﬂam,iy leaders
February 7, 1998

This year will be a crucial one for tobacco farmers,
N.C. | NEXT STORY Gov. Jim Hunt tells the growers' association.

By BOB WILLIAMS, Staff Writer

There was something quite different served up before the
traditional barbecue lunch at the annual meeting of the state's
tobacco growers in Raleigh on Friday -- 2 heaping helping of
political and economic reality.

It was dished out by everyone from Gov. Jim Hunt to U.S. Rep.
Bob Etheridge, from farm group leaders to agricultural
economists.

The head of the growers' association went as far as to declare
that the federal price support program for tobacco was probably
broken beyond repair and might have to be abandoned.

Such talk would have been considered heresy at such grower
meetings in the past, but this year it actually drew a standing
ovation from the thousands of farmers that packed into the
Holshouser Building at the state fairgrounds.

But unlike past grower meetings, this year's gathering was
played against the backdrop of the proposed, $368 billion national
tobacco settlement now under debate in Washington. Everyone
was worried, from Hunt on down. ' _

"I don't think there is any question that 1998 will be the
toughest year the tobacco growers of North Carolina have ever
faced,” Hunt told the group. "In all sincerity, I believe this year
will determine if there is a future for tobacco." |

In the meantime, cigarette makers late Friday unveiled an $11
billion, 25-year draft plan to protect growers, quota holders and
tobacco-dependent comumunities.

That plan will join a half-dozen similar ones now being
circulated in Washington.

Among other things, 1t would include:
$2.67 billion over 10 years in block grants to help
tobacco-dependent communities.
$1.82 billion over 25 years to covet the costs of continuing the
federal price support prograin for tobacco.
$1.77 billion over 25 years 1o compensate tobacco growers who
have to cut their production due to the settlement.
$4.77 billion over 25 years to buy out quota owners whose quotas
are cut due to the settlement. _

Back in Raleigh, Etheridge, 2 Lillington Democrat who
represents the tobacco-rich 2nd Congressional District, said the
industry has less support than ever in Washington -- and that
growers were about the only sector of the tobacco industry still
viewed with any sympathy by Congress.

"We've got one hell of a fight on our hands to make sure there

PR
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is some kind of settlement and that growers and quota holders get
some money and protection out of it," Etheridge said.

But the iongtime head of the Tobacco Growers Association of
North Carolina said he thought it might be possible for Congress
to provide some protection for growers and quota holders even if a
national settlement is not adopted.

"] believe Washington will come up with some money to help
protect the growers and quota holders, settlement o1 no
settlement," said Charles Harvey, the group's executive vice
president. "We should go for the money first and worry about
production controls later. 1, for one, think we need to be prepared
to let go of the program if that's necessary."

Preservation of the current tobacco program is at the heart of
the plan floated by cigarette makers on Friday, according to Phil
Carlton, a former N.C. Supreme Court justice who has been the
cigarette manufacturers' lead negotiator on the proposed
settlement.

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

He said the plan would be contingent on congressional approval
of the original $368 billion settlement proposal worked out last
June 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 in 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(@nando.com
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CORE PRINCIPLES STATEMENT BETWEEN THE PUBLIC HEALTH . .
COMMUNITY AND THE TOBACCO PRODUCERS COMMUNITY. .

 i/@9/98 14:15

NOTE: These are suggested revisions from the Jau. 5, 1998 document which is- being °
circulated for signatures. The changes are 'strm 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 bave played the major role in shaping the document. e

In the spirit of cooperation and with o cowinitment towards reducing disease caused by tobacco
products, as well as ensuring the future prosperity and stability of the American tobacco farmer,
the tobacco farm family, and tobacco farming communities, the undersigned o,rgahizat'ions.and
individuals call on the President of the United States, the Congress of the 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. o SR :

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

1. That a tobacco production control program which limits supply and which sets a minimum
purchase price is in the best interest of the public health community and the tobacco
producer community. A tobacco program provides stability to tobacco farmers and their
comimunities, and elimination of e 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, which ensures that adequate
economic safeguards have been put in place to provide economuc stability to producers and
their communities. From a harm reduction standpoint, it is in the best interest of the public
health community to support enhanced assurance of quota stability for domestic production of
(obacco. [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 tobadco growing community and the public
health community to ensure that quality control and;health 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 #1 of public health issues added here for
consistency], both domestically and abroad. Agencies with public health responsibility, . -
including the Food and D‘mg Aduministration (whose authority over manufactured tobacco
products should not extend to on-farm tobacco production), should work cooperatively
through structures eready in plu&e in the Department of Agriculture and Environmental
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Protection Agency so as not to extend any additional control and bureaucracy over the on-
farm production of tobacco.

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 that the protection of
tenant farmers be given special consideration as part of this process to ensure that they are
not adversely affected.

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

That on issues related to public health there is agreemeat:

 That it is in the best interests of the public 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 (including country of origin) 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 their
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 information and research should be made available for public
review.

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]

That probibition of the use of tobacco products by informed adults of legal age is not a goal
of public health advocates or tobacco producets.

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

_ That if there is an increase in the federal excise tax ip any legislative proposal, that in addition

to the tax being used for chrrying out public health initiatives, a portion of the tax be used to
assist farmers and their communities in addressing their economic dependence on tobacco.

N Q

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 who the American
tobacco grower is and why we grow this.commodity some people so 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 communities. For this reason we rise in strong opposition to House Bill
H.R. 1438 and Senate Bill $.643, which prOhlblt the Federal Government from prowdmg
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. Should.you have questions or comments please direct them. .
to our Secretary, J.T. Davis, by phone at 1-800-248-5480 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, or people o

subsidy, and not a tobacco subsidy. it is the same for ali 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 ramlflcatlons of thlS act is more far—reachmg 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.



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. T

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+ family farms which
depend on tobacco production to survive.

This packet contains a 'numb"_e'r_: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 jeoperd-y"f_or the Black" tobacco farmer.

MINORITY FARMERS

Black farmers have been in the news of recent registering charges of drscnmmatron agalnst'_

USDA. They are sayrng that drscrrmlnatton isa cause for declmmg Black farmers

Black farmers are part ofa group of farmers deflned as socrally drsadvantaged 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 dtsadvantaged farmers and

ranchers to own and operate farms and ranches and to participate in agricuttural programs.”

Approximately 90%.of the 18,800 Black farmers are in the South. Black farmers constitute a large -
portion, approxnmately 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 tarms
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 of the 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. -~~~ : o

'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.

3
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April 28, 1997

TO: Mr. J. T. Davis
FROM: Joseph D. Edwurds §
Ag Credit Mgr., -

SUBJECT: FCIC and FSA loans

The regulations on Cetastrophic Risk Protection Insursace sequirernents was revised on March 24,1997
The regulstions now require an applicsnt to obtelo at lrast the CAT leve! of coverage no later than loan
closio famhmp:?mnmhd@iﬂm.udaﬁmdbymrwcmhmuqommionor
bywafving eligibility mwmmmr«wmm FSA smergency loans
(EM)mmtmwmmmmgk&moﬂhmhmwm«.

UndatboprcvimFm}lAregu!diomaopbanmoewﬁn&béuﬁuﬁﬁutmhlghlyeneoumgeddueto
dn&admltwasoonddmdlgoodmmmtt_oolwm. ' ' -
Participstion in using FCIC mwmoeoovmbmbemvety high over the years by the individuals
obteining annual production losns. We have encouraged our farm borrowers to obtain crop insurance as a
risk menagement tool. - R TP

Our present farm Joen populstion (Pittsylvania, Hahfu and Charlotte Counties) broken down by race is
75% white and 25% minority. - T : o

If further information is nceded concerning FSA lom fequirentents, please give me a call.

*PLEASE NOTE: PITTSYLVANIA, HALIFAX, & CHARLOTTE COUNTY ARE 1ST;:2ND, & 6TH,
RESPECTIVELY IN TOBACCO PRODUCTION IN VIRGINIA!
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Block participants White parficipants
_ A Black N White A
Program ’ participants operatorns participonts opercfors parficipants
Number Number —Percent— Nunber — Pearcent—
Cost share -118.764 1.088 4.7 09 106,231 52 884
Conssrvation Ressrve Program 66,496 - 49 22 0.8 60.824 30 915 .
Forestry iIncerdives Progrom . 6.324 45 02 09 4.6, ~02 0.7
' Deficiency payments ST 1.3%0.201 7071 . 308 05 1.379.916 6725 . ¢S -
Dicater payments - R 382.610 a4l 27 . 1.6 350,763 172 NG .
&mwm . ) 2312 37 0.2 (1} mu_]_ 12

Note: Toral biack apeaton = nmmmm-mm
Sowce: Jonse. Measidah. ‘Fecena Agncuiual Polcies: Do Biock Farmn
No.4p 47. mummmu&mammm”

Statstios Service.

Service and National

Opesiton Beneet?* mmamwm spmglm\ua
Oorm Agncuthual .



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 inplace-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, will 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 will 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 will 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 Férrhe_r d'ata and statistics 'froml Economic Research ServiceAUSDA document
733A unless otherwise noted. ~ ™ S



LIMITED RESOURCE FARMER (CONrD.)

Agrlculture Secretary Dan Glickman i in a recent news: release stated, “I'am determmed that
everyone will have access to crop insurance - large farmers and small farmers alike, especrally
those W|th Irmrted resources, minorities, and producers in all areas of the country. "

We would Iike to hi-light certain statistics again:

ertted Resource Farmers — The top four tobacco. producmg states are also the top four
rankmg states of limited resource farmers :

2. Mmormes - 90% of Black farmers 18, 800 in. number, are Iocated in the South
Tobacco accounts for more than 50% of farm sales on nearly one- thnrd of Black operated
farms in the RMA Raleigh Service Regnon L

3. There are approximately 600 Amencan Indian farm operators in. Nonh Carolina, many
ofwhom ‘specialize in tobacco. : o _

4 A substantial number of smaII tobacco growers are Iocated in poverty strrcken
Appalachla

5. --In Hallfax County, 52% of tobacco quota holders are women. -
Should Iegrslatlon move forward which would eliminate crop insurance for tobacco farmers then

Secretary Glickman’s support for these farmers would bring about an uprtsmg WhICh would have
serious negatrve political connotations. : \ :

3USDA News Bulletin, May 23, 1997
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: Tota Indemnities
State Policies Net ocres promium Uabfity payable
Number Acres 0 ceeee-eemeceo-e-- Dodars --------cnenennn

Kenhucky 8.140 19.775 104,406 8,635,997 1,006
Tennessoe 4093 13,075 185,603 6,431,007 3.066
viginia 1141 13,756 - 76.42) 2026927 . 928
North Carolina 1,377 3,929 81,777 1,299,768 4256
Arkansas 1,205 32,484 140,328 1,208,542 2376
Ohio o0 6,088 30,841 713,785 201
Konsas 637 15,986 - 35,445 666,035 20,862
| gte ) 1.339 9.719 25,863 452,610 3,720
Missour 1.024 12276 53,807 450,738 5,801
indiana 566 5,3 15,922 41,657 1,227
Mississippl 487 4720 3,122 345,471 3,192
Nebrasko 446 7,620 16,460 331,925 3,306
Michigan 400 4N 16,874 - 240,298 55
South Dakota 169 1,472 2,097 . 227,203 11,930
Toxas 617 1.619 28.51 | 224,886 4,990
DOidahoma 300 7.390 16.46) 196,472 8,07
lowa % 2,582 6,395 185,101 2,390
West Virginka 212 340 12,351 . 176,864 0
Georgia 49 1.6 9,766 171,10 168
Washington 96 4,667 5,104 159,823 0
Loutsiana 388 1.945 12,667 157,991 61
Colorado 13 4,347 11,684 149,073 3.837
Pennsylvania 77 2,508 7.213 123,095 0
idaho 4 1,306 3,226 87,828 0
Wisconsin 98 1,619 6.913 84,954 1,156
Caéifomia n o 276 2078 77,908 0
Vemmont 5 nz 2613 48,516 0
South Carolina 66 T 964 - 8,429 38,502 ?.310
Minnesota 61 1,109 3.6 36,780 761
Norih Dakota 74 1,960 3.683 35,755 1,220
Alabama 104 902 3,510 0,617 507
Utah 12 1,021 1.647 24,871 737
Florda 0 213 1,309 20,326 o}
New York . 24 &1 1.479 18,483 0
Montana 15 560 958 13,165 8
Oregon 37 - 350 064 12579 0
Deigwore "3 N 187 3,805 0
Wyoming 4 a4 183 289 0
Maryland 2, 6 80 2,568 0
Maine ‘2 9 65 231 0
Alasko 0 0 0 0 (o]
Arona 0 0 ..0 0 0
New Mexico 0 0 0 0 0
Total 24,482 202,899 1,048,074 24,536,699 95,180

Source: Compiied by US.
Corporation,

nsurance

Limited-Resource and Socially Disadvantaged Farmers

of

wwmmch%mmdmmmmmuwmmw kdederop
Novermber 27, 1996. memtowmwomwmmwwm mmzo 1996 -

.Economic Research Service/USDA 7
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AMERICAN ASSOCIATION OF CROP INSURERS

“AACI devotes 100% of its resources to improving the MPCI brogmm”

ONE MASSACHUSETTS AVENUE. N w.
SUITE 800
WASHINGTON, D.C. 2000\
TELEPHONE: (202) 7894100

FACSIMILE: (202) 408.7763

WORLD WIDE WEB: www.Aglnsurauce.uré
E-MAIL: aaci@erols.com
To: JT Davis -
Organization;

Fax Number; ?64 y_lg S \C(%

Number of Pages Includmg This Page: 2
From: John Sheeley

Date: May 27 1997

Faxed By: ﬁc

Original document will be mailed: No

Message: Attached is data about Iamnted resource tobacco farmers As you can

see, 17.7% of KY tobacco farmers are' ‘limited 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'on minorities is not available. Probably will be "
following the 1998 crop year since you'as an agent will begin collectmgll l w:ll be in

office tomorrow: afternoon to the best. of my knowledge

This telecopy dowmont is for the use of the’ mdw:dual namod ab0ve Il lhe reader of thts message is: :
not the mtended recnplont or is the employee or agent.responsible for. delivering it to the intended
recipient, you are hersby notified that any dissemination, distribution of copying of this ‘document is-

strictly prohibited. If you have received this telacopy in error, please notity-us by telephone and return
the original dOCument to us by manl at the above ‘address.. Thank vou

g



AgnCuitul Lunoox/ vy Iyy/

cConNoOMIC kesearch Service/UsuLA - 23

Limited-Resource
Farmers: Their
Risk Moncngement
Needs

he risks of crop loss and price .
I declines have long been facts of

life in agncultura] production.
Recent changes in Federal programs have -
focused atiention on the peed for U.S.
farmers to 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, mult-peri} crop insurance (MPCI),
has been commonly used by farmers as a
risk management tool. While MPCl is

sold to farmers primarily by private insur-;

ance agents, RMA develops 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 farmcrs s

Using data from USDA’s Farmh Costs and.

Returns Survey (FCRS) and from the

Census of Agriculture, which provide
| information 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 2 farm may be the owner, a

tenant, or a hlrcd manager.

Results of the research indicate that
socially disadvantaged, small, and-
limited-opportunity operators tend not 1o
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 defined 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 small farms fall into
this income category, the term “limited
resource” loosely refers to-these types of -
farms as well as to hmncd-opportum[y
farm househo]ds

A socially disadvantaged group is defined
by the 1987 Equal Credit Opportunity Act
as one whose members have been subject-
ed o racial, ethnic, or other forms of prej-
udice because of their membership in the

| group. USDA defines women, African

Americans, American Indians and

1 Alaskan Natives (Native Americans),

Asians and Pacific Islanders, and
Hispanics as socially disadvantaged .
groups. Data presented on these groups
were obtained from the 1992 Ceusus of
Agnculture

- Excep( for wornen, socially disa'dvabtagcd_

farmers tend to be concentrated in partici- |
lar regions of the U.S. Approximately 90-
percent of the 18,800 African American-
operatéd farms are in the South. In two
southern states—South Carolina and -
Mississippi-—African American-operated

farms account for 8-9 percent of all farms :

compared with 1 percent of all farms .
nationwide. Most (81 perceat) of the . .

Y,

.| 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 spccxal

1 1Z€ in tobacco.

Of the 8,100 Asian/Pacific lslander-
operated farms, most (79 perccnt) are in
California 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 opcralors

Small, full-ume Jarms were also ident-
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 socxally dlsadvamaged farmcrs, '
small farms are often associated with age.

“According 16 the Census, nearly 60 pet-

cent of the operators of small full-time -

| farms wgm 65 years old or older in 1992.

bmded—opporrumty Jarm households-are
de by économic criteria, which "~

'mcludc off- farm income and otheér related -
ﬁnanma] information. The data source for S

this definition is USDA’s 1992 FCRS.
Limited-opportunity farm houscholds ™ -

.| exhibit thee characteristics: gross hou5c -
'| hold income of less than $20,000; farm’

sales of less than $100,000; and farm
asset value of less than $150,000.:In

| 1992, there were about 185,000 limited-
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Livostock Is the Key Commodty on Ilost Soclaﬂy Dlsadvantagod

and Small Farms _
Vegetables  Fruit &
Livestock c:q! Cashgrains & melons  tree nuts
' Pemmrolbnm
. “133-
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opportunity farm households in the U.S.
(out of 2.1 million 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 households 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 frequently means beef cattle,
which often have relatively flexible labor
requirements that can combine well 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 livesiock, 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 “rule” 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 fruits and vegetables.
Although Federal insurance is available
for most fruit and nut crops in selected
areas, many vcgetablcs as well as live-

" stock, are not yet covered by Federal

insurance programs.

The types of crops harvested by socially
disadvantaged farmers, and therefore 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

I

Native Americans and Hispanics. Almost
ali land farmed by Native Americans,
most of which is used for grazing, is in
RMA’s Oklahoma City (Southern Plains)
and Billings (Northern 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-
cred 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
California 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 farm-
ers obtained most of their sales from fruit
and tree puts.

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 OALRURAL COMMUNITIES

Ao out

We have selected Halifax County Vurglma as ag example 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 92.3% of total crop cash receipts. Using an economic impact figure of 5 times
the 1994 sales figures converts into' $158,370,000 which, of course, carries a major impact on
Halifax and surrounding counties. This figure may be somewhat conservative as ‘tobacco dollars’
tend to stay and cwculate 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 wnth 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 b||||on 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.

12



HALIFAX

1992 CENSUS DATA:

No. © "ESIN  HARVESTED CASH RECEIPTS ($1000)

FARMS \RMS CROPLAND Croprs LIVESTOCK TOTAL RANK

1,042 252,857 36,371 28,371 - 5,021 33,393 14
CroPs: 1994 HARVESTED YIELD PRODUCTION RANK

ACRES
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 B i22,100 e . 34~
WHEAT FOR GRAIN, BU 5,700 41.0 233,700 22
BARLEY FOR GRAIN, BU * * ’ .
ALL HAY, TN 17,000 1.8 - - ~30,000 34
ALFALFA HAY, TN 1,600 25 4000 33
OTHER HAY, TN 15,400 1.7 26,000 32
FLUE-CURED TOBACCO, L8S 7,280 2,310.0 16,831,000 2
BURLEY TOBACCO, LBS * * - . *
FIRE-CURED TOBACCO, LBS 115 1,790.0 éos,oo"o g
SUN-CURED TOBACCQ, LBs * * ¥ *
PEANUTS, LBS * * * *
COTTON, LBS AND BALES * * * *
APPLES, 42# BOX, THOUSAND * * * *
LivesToCk NUMBER RAN.K

AS OF JANUARY 1, 1995 r\ j
ALL CATTLE AND CALVES 22,000 30
Beer CATTLE 12,500 26’}‘
MiLk Cows 600 44.

ALL SHEEP & LAMBS

*NONE OR NO ESTIMATE
AVAILABLE

13




Table 31—Cash receipts from farm markoﬁnas'and tobacco, 1987-96
Tobacco as a

Period : Cash receipts percentage of
Livestock ' , Total cash
and products All crops Total farm Tobacco All crops receipts
Million dollars - Percent
1987 75,996 65,800 - 141,797 1,816 276 1.28
1988 79,640 71,603 151,243 . 2,069 2.89 1.37
1989 83,918 76,892 . 160,810 2,410 3.13 1.50
1990 89,193 80,256 -169,449 2,733 3.41 1.61
1991 - 85750 82,001 : 167,751 C 2,881 s 1.72
1982 . 85,596 85,662 ‘ 171,346 _ 2,962 .46 1.73
1993 _ 90,038 _ 87,102 - 177,817 2,949 3.39 1.68
1994 ' 88,107 : 91,562 - 180,775 : 2,645 2.89 1.46
1995 : 86,844 98,906 . 185,750 2,594 262 1.40
1996 1/ 90,474 - 107,918 198,392 - 2,548 2.36 1.28

1/ Preliminary. Calendar year sales.

¥



COSTS EXPERIENCED BY THE GROWER ARE SICNIFICANT
(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, | hopeé figures'.

in enclosed charts will set the record straight that tobacco growers are not makmg exorbitant-
profits. = :

Using a 10 year county average, production in Halifax County, Virginiais 1925# per acre for
fluecured 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 not harvest and produce for sale 20% of hns guarantee'
then he is only eligible to receive $1458 - SR
A quotation sheet is provrded for Scott County, Vlrgmra using a 2500# average for Burley"
tobacco. 65% coverage level provides for $2763 guarantee at 100%: loss The same 20% .
rule applies for Burley. If the producer does not harvest 20%, the maxnmum amount he could'_ k
receive would be $1796.

Although Crop lnsurance does not. insure to- value the farmer’s mvestments are protected- 5
which will be an enabling factor in keepmg the farming operatron for all commodmes lntact

19



C.0.r.Mm. VIRGINIA FLUE-CURED TOBACCO BUDGET PAGE 18
PITIMATED REYENUE OPERATING EXPENSES, ANNUAL
OWMERSHIP EXPENSES & NET REVENUE PER ACRE
MEDIUM SI2B0 FARM (AROUND SO ACRES TOBACCO) :
_ T Jan-97
:2::ﬁ:':::'1:!:---I.llﬂ..I-IIIﬂeﬂ’55‘::2:'!2:!2::::2:::5 EELLLLEL LT ST 13 T 8
[tam Quantity Pric Value -Your Farm
RECEIPTS: FLUE TOBACCO 2,500 LBS 1..78 4450 00
Oporati g Inputs : :
PLANT BED:
Tobacco Seed 0.12 0Z 67.00 8.04
Fumigant 7.50 LBS 2.48 18.60
Plastic Cover 75.00 YOS 0.10 7.85
Remay Cover (2 Yrs) 79.00 YDS 0.14 10.N
Straw 0.50 BALES 2.00 1.00
12-6-6 0.80 CwT 9.85 5.91
16-0-0 0.04 CWT 13.00 0.52
Fungicide Ridomil) 0.50 0Z 1.14 0.57
Insacticide (Di-syston) 8.75 0z 0.10 0.65
Sub-total: Plantbed ............... .. ..........t 53.25
FIELD:
Lime ' 0.563 TON 25.00 14.06
PPI: Harbicide Prowl) 1.380 PTS 3. 15 4.28
PPl: Fupgicide - Ridomil) - 1.12% QTS 36.37 40.97 T T
PPl: Nematicide -~ (Lorsban) - 2.250 QTS 11.23 25.26
PPL: Nematicide Nemacur) 2.250 GAL 86.55 149.74
FRAow Fertilizer §-12-18) - 8.5 CwT 12.80 83.20
TPW: [nsecticide Orthene) - 1.8 10.16 10.16
Sidedrass: 15-0-14) 1.50 CaT 14,25 21.38
[nsecticide Oipel) - 0.5 LB _ 11.10 5.55
Insecticide Qrthene) - ) 2 L8 . 10.16 20.32
Sucker Control cantact) 3.8 GAL: 10.90 39.24
Sucker Control H ) 1.5 GAL 13.01 19.97
Federal Crop & Hail Ins. © . 1.00 ACRE 165.00  165.00
Cover Crop: Rye Seed . 2.00 8U 8.50 17.00
Tobacco Curing Fuel S 25 CyT 8.01 200.25
Building Insurance & Elec. '~ | ACRE  32.50 32.50
Marketing Charges ’ 25 CAT 6.79 169.75
Tractor, Equipment, Fuel & Repalrs |\ ACRE 1385.33 385.33
Hired Labor B 120 HOURS 7.36 883.20
ANNUAL OPERATING CAPITOL - - S$755.19 9.50% 71.74 T
TOTAL OPERATING COSTS . $2,412.06 . // _
Returns to Land, (Quota), . . AT
Capital, Machinory. Overhead, & Management : $2,037 .94
MACHINERY & EQUIPMENT FIXED COSTS 743.09
Returns to Land, (Quota), Overhead & Mgmt. $1,294 .85

A ———————
3:!5ﬂ--ﬂI-------.-----ﬂ--ﬂ------------.---ﬂﬂ’:ﬂs:!S'Bﬂﬂﬂﬂﬂﬂ:ﬂ:’ﬂ"::ﬂﬂﬂﬂ:.

SUMMARY
'''''' S per ACRE s per..{f--....‘.-...-‘.---.
PLANT BED 53.25 R
CHEMICALS - | 315.40 12.62
FERTILIZER & LIve. . 118.64 .75
CURING FUEL - & =+ . = 200,28 8.01
MARKETING 169.78 8.79
HIRED LABOR 883.20 35.33
MACHINERY & EQUIPMENT 385.33 15.41
OPERATING QVERHEAD 28824 11,45
FIXED COSTS 743.09 29.72
"""" ) 3188.18  12e.21 Tttt
RETURNS TO LAND, QUOTA, OVERHEAD & MGMT 51.79
£ §-2 2 v 2 |

........................................................................



1997 Flue-Cured Tobacco P

rofitability Worksheet

1997 Flue-Cured Tobacco Profitability Worksheet

Page 1 of 2

T T T o ()lJANiIf\ o l T UNIEPRICE RN TO¥AL:, e YOUR FARM T
| R - i e AR S . ‘ Rbwgtrhad : A
RECEIPTS (Ibs) - - ,4001 $1.75| $4,200 B 1
' |
‘cosTs S _j_'___ L S
Plants(1000s) o o o 35000 $2271 e
Nitrogen (Ibs) 3 . i . 0.27, . 1 o .
P205 (bs) R 030 ) s24, ] )
K20 (ibs) o 0.13 L 18
‘Lime (ton) o .. 32.00, s16] i )
Pesticodes . ; o _ __— - i i o B 5_3155”_ _ - o
Applicatlons fert & CPP B i i ~ o 5.00, o _ S1d ) B
Machmery & repairs § | $385/
iLabor (hours) o o o T $840
:Curins Fuel (LP) (gals) - . . B . 0.7 o 5168] o B o
Crop insurance - L __r” e I N - e el 51655 e e S
Land rent el I . e PR I B
Quoh rent(bs) I o 04 e 8960
.Warehouse fee (lbs) R OOd S ..+ SO
lInspection & grading off  sd . S
Nowmet Cost(be) [ 2,400 001 sl T
Interest (9 mos) T L $1,010 8.0%, S_B1i |
f B i . ; LT e i)
TotALcosts L LB ]
INet Above Costs - I S e $78Y o

T NI PR ACRL

"1900

R = S

2,100

"2,300

2600

o 2500

Tuesday, July 01, 1997

Flue-cured Net Income per acre for $3,400 costs

Flue-cured Price ($/Bu)

b . e
5340y

. (5250)4.____
_875)

. (S170)L
%0
_5170‘
‘s340]
- ?..519.1... e
$850 |

$275

5800 !

51 75. ‘__-

: _5100"___" )

sso
$625!

l i e e eea ceaen -
$975 1

. _$7%0]
$920

_$70)

$300!
%485
_ $670|

l R
I. -

. 51 851 :__ .

Tsnsl

$855|

51 040; o

7$1,225]

. 8400
_$5%

10:17 AM
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1997 Flue-Cured Tobacco Profitability Worksheet Page 2 of 2
L 2600 i . sss0l sL00] $1150: 1,280/  $1410] . $1540)
2700 T TUTen0sst 11900 o $.3280  $1460|. . . $1,595| - 81,730

}
{
i

Return to Crop Costs of Production - |

Return to Table of Contents

w e - ... . Download Microsoft Excel Worksheet ..

Prepared by o 5 ;
Charlie Hubbard R -
Agronomist N I o
(804) 527-1304 R .

Bill Lovelace .

. Professional Field Sales Associate B PR
L7 Office (575) 595-6442 . T
""" FAX (575) 596-1605 - S '
Mobile (757) 642-8858 :

joe Coffey
Vice President
~ Southem States Cooperative

Joe.Coltey@sscoop.com

Tuesday, july 01, 1997 10:17 AM

I's



PURT S TR

w———--. Lo -~ A

BURLRY TOPACCO: REIBMATED RRYEHUR, OCPERATING EXPFRNIEE,
ANNUAL OWNERSIHIP COSTS & MIYT REVENUS FER ACRE

RBOCTICIA, 0.9, TACH v.990 0.0te 0.1 T
FLANTIED €0VER gACH 14000 0300 N
k¥ 197 609 0.500: -1.00 ‘

OAL

LoMe YONS ”0om 0.190 1.99 .
6-13:14, BAOOBD cwy 12.950 1 n L
3058 ALRAON, NIT: -~ CwY ?.800 1M 7 ne .
HERDICHS . e - 5 1.000 ° _
R COTHEDS L Leg ?.200 400 »n.» e
CONTTAIAT, OUTNERE ACRE 13500 ‘1,000 .90 )
COVER GROP AChE X 1.000 1900 . .
CnOP GETIARCE oot wee 0t e -
oVRLEGRD ERSUAANCE ACRE 44 000 ' 600 800
1SLLBED CRANDS poL .00  45350.000 1) .00 o
MASICRY ASCQXSCABNT e 0.010 1400 000 000 .

EILAGTMGNY :

0.100 M "
0.000 1014 180
9.100 1061.129 106.10
0100 XM e

Imie
VaANCE)

“n _

", m i

we

e MDBR ___

MACHEEAY LADOR HOuUR 4000 Ji.816 194.00 ..

OTHER LAOR wouR 470 101,500 ﬂ.ll'

Post-i™ Fax Nole o1 [0 iy Jebn® 7 |
. "Dai From Lo fhe
pemew oy - [ N [y ..
Hi1b-2'41

Ter ga-3711 |
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MPCI Quote
Proposed Crop Insurance for:

Any Farmer
Cror: . Tosacco Tve: . 11A  Countv:. - | HAuirax
Price ELection: © 1.77 - Rk < T12 " Aea TYiEwn: 1950
ACRES: - 1.0 Hae - -WiTH
INTEREST: - 100%
Loss Coverage™ -
65% ' 70% - 75%
5% $ R
10% $
15% $
25% $
35% $ 173 345
50% $ - 518 - 690 . 863
55% $ - 690 v 863 - 1354
70% $ 1208 - 1805 - 1553
90% $ - 1898 5 2071 2243
100% $ 2243 . 2416 - 2589
Premium § ~49.70 - -75.69 '114.86

Guarantee Per - MPCIl Per’Acre - MPCl Cost Per  Base Rate - Subsidy

Acre - $100
65% 1268 .49.70 T 222 3.80 - $35
70% 1365 175:69 313 460 .- $35 ..
75% 1463 114.86 - 4.44 5.80 - $35 . -

DISCLAIMER: This proposal isan 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.. .- -

20



| MPCI Quote
Proposed Crop Insurance for: o

Any Farmer
Cror: Tosacco TYPE:_ 031 C__OL_JNTY: Scorr
Price ELecTiON: 1.70 Risk A0T  ApH T Yiewo: 2500
ACRES: = 1.0 Haw  WitH
INTEREST: : 100%
Loss Coverage | . |
. 65% 70% 75%
5% $ -
10% $
15% $
25% .$
35% $ ) 212 425
50% $ 638 850 1062
55% $ 850 . .. 1063 1275
70% $ 1488 1700 1913
90% $ 2338 2550 2763
100% $ 2763 2975 3188
Premium  § 104.68 16005  243.84

Guarantee Per  MPCI PerAcré MPCI Cost Per..  Base Rate  Subsidy

Acre %100
65% 1625 10468 7 3.79 650 ' $75
70% 1750 160.05 o 5.38 7.90 $75
75% 1875 24384 7.65 10.00 $75

DISCLAIMER: This proposal is an insurance quote based on the y|eld given. by the producer This quote is'not a
binding insurance offer or schedule of performance. .

ADMINISTRATIVE FEES are added to the TOTAL PREMIUM. . -

Z/
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Fagr. 113t : MULTIPLE PERIL CROP INSURANCF
: MPCl Industry Summary By Crop for VIRGINIA

PRUTECTION NET TOWL . LOSSFS  (Wiability ¥ 9 (Los Payments + €
IN FORCE ACRES . PREMIV M PAID) 1 0SS ECONOMIC FCONOMIC
CROFP YEAR (DOL.) INSURED mor - i(DOL Y RATIO | SECURITY! IMPACT?

A-94 V.31, 588 0.042 TRMORYT 40 % 14 0318794 24 "1q 3
81-94 aw weh 3] 82.616 4R RN R %1 ¢ 1% " 104 7TR 00X 48 27

TOBACCO : 84 39,214,203 PLE I R LITA FENBY 17RO 296.07] 078 11,25 Wt

i 8% 63,192,694 27972 leR a3 19UTTK R 328,9A3.470 14,988 4%

g 74,664,747 DAL 252 087 1604 006 N 373,323 733 8,020,03

91 74,783,241 - 29.807 107,090 93".452 a 173,914 205 1,687 26

92 #7,35.07¢ 26.5% 4,250 A3 081057 € | 134.780,380 4,759 28"

: 93 62,605,339 T 24737 . 1948 SKQG 09 T 313,026,695 2.N6.w
. 9 59,642,827 &, 747 1.860,03¢ ATRO7L < . 298,214.135 3.39y,3%¢
| “ o 339,052,230 171,442 10,48 685 9,997 R84 % £95,261,15:  49.969,29"
Ai- . 892,398,692 421,583 PLIC I T P ST TR £ ) ARL993 46D 1RY UK 94

>

PEANUTS ' 88 31,847 4% , 8521 LessAn 2309 ST A 141189
- 89 34,796,264, T59.197 . L LBOTMR:  sgR.98n M. 1T - 28449

- 90 36,273,221 61558 . RS4RI 51 248 - A 181,366,105 LRI

. 91 15,511,744 6087 VAN 4N 7472 2 177,538,730 138,36+

y2 35,554,234 5R.632 1.846,188 157.1% 19 177771170 1,788,780

9 38,127,788 7,380 L83 A41F 114053 A1 - 190,138,940 57.026, &0

94 44,869,745 - 68,904 - 2185.874 /1971 12 24,348,725 1,309 88%

9094 190,236,734 (307,560 . 9561713 12103464 - 127 T 951,183,670 60317

81-94 486,833,706 60,631 265153410 146402 104 434,168,530 137,324,800

~

SOYBEANS 88 5,547,763 78,184 643,845 A1).70R 138 27,738,915 3,083 343
a9 7,627,822 88,434 S84 7 201,169 50 3R,139.410 1.453 B4c
90 6,388,217 79,643 433018 QIR T B8 31,941,085 T2 110 M

91 4,644,809 57,769 M2 ALAM. 187 23,224,045 3,

92 1,747.74 C 45957 0 R0%e - a1 @ . 18,738,520 - 10V @;-
03 4.30%,15; 50,563 T38RI 1,403,570 7 21,845,760 7.017 8%
94 105,505 136,383 91,383, BT A6 107 55,877 525 4,938,080
994 X 225,387 372,335 245,44 IRSERQ 149 151,626,038 18,294,013

81-94 o iR T4) 1,032,874 - -+ 217155 TL2R9 637 154 4SR743,708 56,448,185

+ D IATOES 88 43,571 1.742 1§ 840 BT 4,227,885 - 0
89 111,588 SRR 3 1 7 688 13583 . 2m 557,925 77,918

ap '-5.50 R LH 1.9 0 0 . 877,70 o

Il 165,664 L 14 (uc: B2 180 828 330 126,200

G, 274,30 525 » 697 ) 0 1,371,680 0

a3 37,252 S14 1,047 %5299 W 1,586,260 476,405

94 1.088.91% 17280 16T e 123959 ) 5,444,575 - 1,619,798

a-94 b W2 1473 0 100850 444,498 233 10,108,345 ~ 2,222,4%

81-94 3.232.548 S988 . - 487 4773 192 16,167,740 2,386,875

1OMATOES-FRESR 89 267,85 B L DR LY TN 0 1392 ¢ S0
9% 3)1.558 SR RAKTE 1T CTRE 1,507,790 9.700

L 0] 344,146 192 28,19 ,-, ¥ 1,720,73 %.910

9 357 464 SRR L O E 201% . 0 o 1,787,320 105,79

3 339,974 AR L SR ®W T . 270870 0 23490

.- 94 1,264.082 ©OU30° 108559 165,446 175 - 6320413 7

- 90-94 2.827. 25 LOLSIT G 2R TR 114 14136125 - 13%4 490

i 81-94 3,045,075 COXA9h . %IRRT 276R0R - 08 . 15475376 Tl as4-49

TOMATOES 88 21,780 ' ~ay o 0 108,90 o
81-94 21,780 et o 0o 108 0N _ 0

20 e -
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1996 Crop Yes: _Toba’cg_o-_O:ily MPCI Data of Tobacco States as of 5/12/97

B

RO E

POL UNITS | - K T
ST . CROP | POL | EARN | POL EARN | UNITS NET T TOTAL ] LoSS" .
ABBR: ABBR | SOLD | PREM | INDEM | PREM | INDEM | ACRES LIABILITY | PREMIUM | SUBSIDY | INDEMNITY | RATIO.
U.S. AllCrops | 2,242,688]1,619,762] 389,786 2,208,320]. 503,813] 204,525,226 26,731,057,849] 1,827.180.723] ©75.560,871]  1.475.401.819 0.81
AL |TOB 8 8 0 18 0 363 813,484 30,853 8,794 0 0
CT |T0B 54 50 0 117 o 1,624 8,323,047 418593] 254,783 I 0
FL___ |TOB 242 202 2 218/ 2 6,071 11,048,167 266,242 170,877 57,625 - 022
GA |TOB 1,866 1,508 46] 2,369]_ 54 40,673 85,923,543 2.960,017] - 1,7321,440] 1,649,559, - 056
IN___|TOB 1,597 . 828] 96 1,089 107 3,138 6,267,007 . 337,768] . 182,227 406,978 - 1.2
KY . [TOB 40,497 30,670 1,865] 40095 2,055 111,411 180,103,898 7,406,992| - 5.436,825 4.744.614] 064
MA _ |TOB 45] 36 0 47] 0 695] 3,389,363 130,842/ 110,498 - 00
MD_  [TOB 58] 49 3 58/ - .3 687 482,594] 13,484 11,823]" 3851 . 029
MO [TOB 564 303 - 5/- 559 5 1,504 2,110,390 132,649] - 101,689 11,645/ 0.09
NC  |TOB 18,828] 152686] 4,130 37.132]  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] - . 2120] - --. 414 4,787 6975.428] - 416,633] 297,775 - ...-703,633] . -1.69
PA __ITOB 28] 17 . . 1] . A7 A . ..203 .. . 149276] .. .. 5637 ... .3016] .. ... . 473].....0.03
SC T0B 2,156 1,817 289 5115 501 48,594] 112,689,801 3,603,526/ 1,534,194 5,033842]. . 14
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 ITOB 7.102]  5442| 911 8,874  1.127] 41,412 88,012,669 2,079,956] 1,235,627 3,549,049 1.19
Wi TOB .. | . .809] . 562 ....158] .. 844 .. .188 _ 2,031 4,024,769 158,397] 59,704, 391.211] 247
WV |TOB 633" . 542 143 601 . 158 1,204 1,364,195 123,612 94,119] . 214,861] __ 1.74
All US_Tobacco| 89,516] 68,415  9,193] 112,002] 13,820 554.287] 1,157,223,781 40,256,300| 19,802,834 89,901,041 2.23
Tob v. All Crops: 4.0% 4.2% 2.4% 35%  2.1% 0.3% 4.3%] 2.2% 2.0% 6.1%
. I
TOB |FCAT 45890| 34,430 1,989 44326 2134 154,.446] 198,357,939 6.757,534] 6,757,534 1,973,005 0.29
IRBUP 35790] 28496] 7,011 60,518, 11,495 340.441] 889,383,556/ 31,655,056 11,201,590 87,560,707 2.77
IRCAT 7.836] 5,489 193] 7,248, 191 59,400 69,482,286 1843710] 1,843,710 367,329 0.2
TOB 89,516/ 68,415 _ 9,193 112,092] 13,820 554,287 1.157,223,781] 40,256,300  19,802,834] __ 89,801,041 2.23

Provided as a Service by American Assn. of Crop Insurers

IR SRR AT

Source: FCIC/RMA;96tobst;tobacco
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1996 Crop Year Tobacco—Only NIPCI Data of Tobacco States as of 5/12/97

Ranked by Pollcles Sold

] : POL C UNITS . :

ST CROP POL EARN - POL EARN | UNITS NET TOTAL .| . Ce LOSS..
ABBR | ABBR SOLD PREM | INDEM PREM INDEM ACR_ES__ LIABILITY 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
KY TOB 40,497 30,670, - . 1,885 40,995 2,055 111,411 180,103,898 7,406,992 ° 5,436,825 4,744 .614| 0.64].
NC TOB 18,828 152668, @ 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 5442| 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 1,870/ - 358 2,129/ .. 414 4,787 . 6,975,428 416,833 297,775 703,633 1.69
SC TOB 2,156 1,817 289 5115 501 . 48,584 112,689,801 3,603,526/ " 1,534,194 . 5,033,842 1.4
GA TOB | 1,866 1,508 . 46| - . 2,369 54 "~ 40,673 85,923,543 © 2,960,017]- 1,321,440 . .1,649,559 0.56
IN ~ |{TOB i 1,597 828 - 96 1,089 107 - 3,138 6,267,007 - 337,768 182,227 - 406,979 1.2
wt. -|TOB ,‘ 809/ . 5682 - 159 844 188 " 2,031 4,024,769 158,397 59,704 0+ 391,211 2.47
wv | |TOB I 633 542 143 601|. . 158 1,204 1,364,195 123,612 94,118/ . 214,861 1.74
MO TOB JT 564 393 5. 8§59, .. 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 : N 54 50 . 0| 117 .00 01,624 8,323,047 418,593 .254,783 .. 0 0
MA TOB | 45 < I Y Y . 695" ' 73,389,363 "7130,842(" " 110,498 Lm0 0
PA TOB | 28] - - 17~ 11 - T 2 - 203| - - 149,276 -- ... .5637] ... ....3,816 w373 0.03
AL TOB 8 8 0 18 0 _ 363 J5813.484 30,953 8,794 0 0
All U.S. Tobacco 89,516]  68415| .. 9,193| 112,092 . 13,820 554,287 1,157,223,781 40,256,300 19,802,834 89,901,041 2.23
TOB |FCAT 45,890 34,430 1,989 44 326 2,134 154,446 198,357,939 8,757,534 6,757,534 1,973,005 0.29

RBUP 35,780 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 7,836 5,489 193 7.248 191 59,400 69,482,286 1,843,710 1,843,710 367,329 0.2
TOB 89,516 68,415 9,183! 112,092 13,820 554,287| 1,157,223,781 40,256,300 19,802,834 | 89,901,041 2.23

Provided as a Service by American Assn. of Crop insurers

Source: FCIC/RMA96tobst:tobacco-Ranked

2/



PCI TOBACCO ANALYSIS — COSTS _ i i _ _
L _ . ) N : ) ) Admin Loss Total
Year Total Premium Subsndy |Farmer Pd Prem.| Indemnities | Excess Loss Expease Ratio Costs
) 1984/ § 24,601,231 | § © 4,977,359 | § ~ 19,623,872 [ $ 12,208,740 | § (7,415,132)] 3 7,626,382 | 0496 § 211,250 ]
1985]$ 18,124,437 [ S 3,319,443 | S 14,804,994 | § 10,673,124 | 5 _(3,131,870) $_5618575 | 0589[S 1,486,705
1986($ 13,710,320 |'S 2,416,863 [ $ 11,293,457 [ $ 23,735,017 | S 12441560 | $ 4250,199 | 1.731]$ 16,691,759
1987/ S (4891528 |$ 2719809 |$ 12,171,719 [ § 22,777,069 | $ 10,605350 | $ 4,616,374 | 1530] S 15221724
1988 § 16,920,657 [ § 3,142,341 | § 13,778,316 | § 15422.878 | § 1,644,562 | S 5,245,404 | 0911|S 6,889,966
) 1989| § 18,294,124 | S 3,462,916 | § 14,831,208 | $ 30,927,002 | § 16,095,794 | $ S.671,178 | 1.691] S 21.766.972
_19%0[S 22186552 |  4,279.835 | § 17,906,717 | § 20,303,895 | § 2397178 | 5 6.877.831 0915]$ 9,275,009
1991]S 24216033 |5 4,819,559 | 5 19.396.474 | 5 23,556.573 |5 4.160099 | s 7,506,970 | 0973]S 11,667,069
199215 25304863 |S 5,105896 | S 20,198,967 | $ 29,564,413 [S 9,365446 | § 7,844,508 I168] 5 17,209,954
1993/ 23,835,184 | § 5,020,395 | 5 18,814,789 [ § 48,943,302 | $ 30,128513 |5 7388907 | 2053]s 37,517,420
1994]S 22310289 [$ 4,796,522 | S 17,513,767 | S 20,021,456 | §_ 2,507,689 | $ 6916190 | 0897] 5 9.423 879
“1995fcat| S 7,608,096 | S 7.608,096 | § - |$ 3,998,146 | §  3998,146 | n/a 0.526] § 3,998,146 |
199Srcatf $ 1793258 (S 1793258 | § - S L19L,449]s 1,191,449 |5 252,849 | 06645 1,444,298
1995 tbup| 5 23.659.693 | 3 7.569.016 | 5 16,090,677 | $ 88,755,003 [ S 72664326 | § 7,334,505 | 3751 S 79,998 831
0195/ § 33,061,047 |$ 16,970,37C | § 16,090,677 | $ 93,944,598 | § 77,853,921 | § 7,587,354 | 2842] § 85441275
" 1996 feat _6763,105| ~ 6763.105] - . 0] 1922671]S 1922671 | va i 0285 1,922,671
1996 rcat] 1844074_ 1,844, ora] 0 366,911[S 366911 | S 260014, 02§ 626,925
1996 cbup 31,583,745] 11,178,615]  20,405,130] 87,376,746/ § 66,971,616 | 5 9790961 | 27715 76,762,577
_ t0196[§ 40,190,924 | 19,785,794 | $ '-20,405,130 | § 89,666,378 | § 69,261,198 | $ 10,050,975 | 22315 79312,173 |
£'84-96 | S 22895938 [ S 6,216,700 | S 16,679,237 | 5 33,980,338 | § 17,301,101 | § 6,707,757 | L.484| S 24,008,858 | -
£ '84-'94 | S 20399565 | § 4,005,540 | 5 16,394,025 | 5 23,466,679 | 5 7,072,654 | § 6,323,865 | '1.150( 'S " 13,396,519 | ~
— Y
!
= FSA CAT policy, rcat = Remsured CAT policy, 1bup = Reisared Buy-up Policy [

Previded as a Service by AACI

Source of Data: ORM/FCIC
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i uchion Characteristics

According to preliminary 1992 Census of Agficulture
estimates, about 124,000 U'S. Tarms produced tobacco
that year (table 1). About 62 percent of the fanns
were located in North Carolina and Kentucky. the ma-
jor tobacco-producing States.

The average U.S. farm grew about 6.7 acres of to-
bac: 0. Tobacco acreage per farm varied
geographically, ranging from 2.1 acres in West Vir-
ginla to 33 9 acres in Connectcut. Acreage also
varied by type of tobacco grown. In States where flue-
cured predominates. average acreage varied from 16
to 26. Among burley-producing States, average acre
age ranged from 2 to 5. The high average In
Connecticut represents large vertically Integrated cigar
wrapper operatons; cigar binder farms lo this State
are much smaller.

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

information about farm characteristics of these kinds
of tobacco.

Tenure Arrangements

Although not sarmpling the entire flue-cured popula-
tion, a survey of farms in 1991 showed only 7 per.ent
of the flue-cured operators awned the entire tobacco
quota they produced, about 21 percent rented all thelr
quota (the right to produce and sell a specified quan-
tity of tobacco), and the remaining 72 percent both
owned and rented quota. Based on a survey of farms
In 1989 that may not reflect Burley Belt population av-
erages, 48 percent of operators grew their entire
tobacco acreage on quota allotments they owned.
About 19 percent rented all their burley quota, and the
remaining 33 percent:produced tobacco on acreage
combining owned, rented, or leased quota in 1989.
Lease and transfer of quota refers to an arrangement
whereby the quota is grown on a farm other (han the
oae to which it Is assigned (lease and transfer of flue-
cured quotas was ellminated in 1987 but reinstated for
disaster conditions beglnning in 1988). Rentng refers

Table 1—-Number of farms, acres, and average acres of _tgb:a_cc_c'roh'la_rmi growing tobacco, 1992

Tobacco Average tobacco

State Farm acreage acreage per farm

Number — eereeseseeeieee. ACrBS ---vemceeer e
Alabama 14 335 239
Connacticut 43 1,456 39
Florida 233 6.928 20.7
Georgia 1,658 40,403 24.4
indiana 2,946 9170 3.1
Kansas 12 . 37 31
Kentucky 59,373 268,140 . 45
Maryland 951 8470 . 8.9
Massachusetts 27 . 400 14.8
Missouri 454 1,846 . 4.1
North Carolina 17.625 . .283900 . o 16.1
Ohio 3,487 11006 32
Pennsylvania 1,348 . 8445 6.3
South Carolina 1,965 . .50,194 255
Tennessee 22,953 15,621 . 33
Virginia 8.444 55.419 ' 66
Waest Virginia 1,003 2.072 2.1
Wisconsin 1,729 7.379 43
Other States 5 12 24
United Stales 124270 831,233 6.7
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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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‘liff Somerville says
better books can
-ve troubled farms.

Learning to Manage

Good Records Do More Than Control Debt

By CHARLES |. BATCHELOR

ames Perry says he is in trouble. He hopes
that CLift Somerville can help, so Perry
greets Somerville and me warmly when we
arrive at his modest farm home.

Perry works hard, says Somerville. His hvmt,_
standards are very modest. He's an cxperlcmed _

farmer who can grow a good crop. Yet, Perry

says—and Somer\ulle confirms—he is in real dan-
zer of losing the farm 1o satisfy his creditors. The *

66-year-0|d black farmer has too much debt and
not enough income. ~ ©

What went wrong? In trying i help his fami-
ly. he has hurt the farm, suggests Somerville.

*1 need o keep better records,” Perry: expldms
leaning on the hood of Somerville's truck,
lhuughllully_smoklnb a'cigarette.
10, but | never did. But looking at it now with Mr.
Somerville, it fooks like 1'm paying my debt and

others' debt, oo, That leaves me with not much of

Coabwrtind e s Ay hea o 10907

T always meant

anything. Last year 1 made about $1,000, nght?”
he says to Somerville, who agrees.

“You ook at the money coming in, and it
looks like 1 am mopping up. But I'm not gelting
anything but the bills. So this year we're going lo
keep records. And | don’t think I have any idea

“what the situation is or will 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 most of his allotment’
from several different furms, and owns some as.

well. While he has some bulk barns, most.of his

leafl is cured in labor-intensive hanging barns. He -~

has plenty of family labor, but this “advuntage,”
says Somerville, is likely the root of Perry’s
money prablems.

Adult children, sons-in-faw, grandchildren and
others all work on the tobacco, each getting a
share ‘of the production. Of the 30 acres Perry
grows, Somerville estimates half ot the income-—
but few of the expenses-—goes o others.



The result of this kind-hearted management
has been too much debt.

“1 haven't gotten a letter from the hank. bat from
evervone else.” Perry explains thoughtfuily . =1'm
behind 1o the gas people. the tractor people..1 have
got more debt than 1 am able to pay. | might never
live long enough to pay all of it. 'm reaching out for
some help.” he adds. nodding toward Somervitle,
“but 1 don’'t know if he can do anything. Mavbe
someone can see some good init..”

Somerville sums up Perry’s situation careful-
ly. The farmer works hard and he knows how to
grow a good crop. He doesn’t necd to change a
lot of his production practices: maybe pay less
for some tobacco allotments and consolidate all
of his tobacco on one or two farms so his older
equipment will last Tonger. Bulk barns would he
nice, but that's not adTordable right now,

“The big problem is that the farm is made up
of a lot of people. even grandchildren. What we
need 1o do is get his records straight where every-
one knows what their cosls are. In the past. Mr.
Perry has been paying almast all of the costs. and
he can't afford it.

“He fanms on share and pays the family with pan
of the production from the fields. In some cases. he
could have hired labor cheaper.” savs Somerville.

Perry agrecs. saying that he needs “controls.”
He sees that he is facing the heantbreak of finan-

cial mismanagement. taken to the extreme. IUs o

lesson many well-meaning. hard-working. caring
family farmers have learmed the hard way,

FOR 25 YEARS it's been Cliff Somerville's
job 1o try to help farmers such as James Perry
understand how to use money. It may be the
toughest assignment in agriculture. Working with
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 to the informal “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
cducation. even 10 the point of illiteracy. is some-
times a factor. Somerville doesn’t waste his time
on deadbeats. lazy or stubborn people.

Something of an agricultural social worker,
the North Caroling A&T graduate has worked
with Extension, Farmers Home, Virginia State
University and. most recently. USDAs Natural
Resource Conservation Service. ©

During the last few years, Somervitle has worked
as part of a team of management specialists based

from Virginia State University who reach out to
tammers needing basic recordkeeping and financial
planning help. Somerville covens several counties in
Virginia, including Hahitax, on the North Carolina
line. where tohacee is far and away the number-one
arm enterprise. Some O minority growers are tar-
geted under the USDA onttreach program that funds
Somerville's effonts in Virginia. Similar programs
have been set up in surrounding states,

Somerville geis his clients on recommenda-
tion from the Farm Scrvice Agency when they
hegin falling behind on paymenis. The agent vis-

its the farm and offers his assistance. No one is.

required to meet with him, however.

A part-time cattle farmer himself, Somerville
has excellent rapport with many of the péople he
is trving to help. More important. he is an upheal
guy whois Diendly open_and hopetid. -

Alas. sometimes his joh means shutting down
the farm. .

RIDING AND TALKING on the back roads of

Halifax County, we come upon a small.develop-

ment of well-kept mobile hames. Somerville points

to a neat fanmhouse off the road and tells a story.
“He was a tohacco and cattle fanner with about

RO acres who got .one, of the Small Business ..

Administration loans a few years ago. He qualified
for $45.000. He couldn’1 read or write. but he was
a very good farmer: he worked with Extension and
CVEN WON SOME Conserviation awards,

“Then his health got worse after a couple of »

Small farmers
need better money
management, not
Just more loans, says
Somerville.
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heart attacks. and farming got difticalt: the farm
<uffered. Then he had a stroke and died.
~ "He had a daughter—she lives over there -—

but she wanted nothing 10 do with the farm: i

was ahard Jife to be avoided His widow was in
her 70s and in debt.

“Looking at all the options. we ended up tak-
g some of the Tand along the road and selling
cight lots 1o put trailer homes on. Then we split
up the farm. We got her some money in the bank.
All of that took three years.”

Same ‘of his clients” recordkeeping problems are
very hasic. “Another farmer had trouble with the IRS.
He didn't file or keep his records because he didn't
make money. and.” Somerville laughs. “the tax folks
had a few questions. As we went into it. using his

_ Farmers Home records. it tumed out he had paid
- muwe than he should have in those years when he did

pay taxes. .
“In the last two.years. the IRS has been coming

.. down on the tobacco_ farmers around here a lot, so

having poor_records. especially labor records. is a

* problem. Farmers -who used to pay their help in
. cash, out of pocket, are finding they can't do that.

. "He might keep records. but not with 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 why he has this huge rax bill.

“Taxes are not a problem (or just the farmers |
am working with. but with evervone. Even the
CPAs are telling me that the IRS i« asking for
hack records,” Somerville adds.

The simple rural life of barter and odd jobs is
tough to maintain in the 1990

“Just a few years ago. some farmers would cul
tmber. slaughter a pig for neighbors or till up
some Land for a few extra dolbus, Now things are
different. so much more complex. Cutting timber.
for example. You have to have it a certain length,
and it takes special equipment. Or you have to be
insured. or inspected. And all of that means
records.” he explains.

JERALDINE AND MASON COLEMAN are
a good example of how records can do more than
nhe government lenders condortable. FSA asked ..
Somerville to visit them a few years ago and todday

.- this farm is one of the tum-around stories.

~ Jeraldine Coleman is_a profile in courage.
Despite a long and difficult recovery from the
removal of a brain tumor, the farm wife never quit
her role as the family farm accountant and financial
manager. Starting with a box of receipts and bills,
she watched how Somerville posted each one in
the “Farm Family Record Book™ USDA provided.
“The papers would just pile up and 1 didn't

22
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really know what 1o do with them,” the sott-spo-
ken woman savs with a smile. “But he had a
method that makes it easy ™ '
“Now it takes no time al alf to work with
them.” says Somerville. ™) just check over the
records sometimes. The banks and Farm Service
love it.”" The tobacco farm with a 36.000-pound
allotment is now on fim footing o
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 they get

off doing this or that. | kept thinking what this.

was costing,” says Coleman. All of the tobacco is
now managed in one location.

“The records made them all better shoppers,
to0,” adds Somerville. “With the receipts, they
should see who was charging theii for every-
thing. They know whether what they're doing is
paying or not paying.”

The Colemans got their debt under control. Their
son, Steve, is a partner in the 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
high school senior and has said he'd like to
someday take on the family farm as a part-time
operation. But his grandfather worries that there

Nty 7 Bty

Geraldine Coleman
" uses Somerville's
system to manage

might not be anything 19 take on.
- "I'm.on the edge of losing. it all. | know thaf.
I"d hate that. Some changes have to be made. |
don’t have any money. If 1 owe you $10. then are
you going to give me $10 more? Then I'll owe
you $20.” Perry says to us as we prepare to leave
his farm.

Perry is not giving up. He is working with : _
Somerville 1o try to get everyone paid. “I am in S
debt, too much debt. 1 hope FSA and everyone
else will let me make this crop and see where |
stand.” he says.

the family farm.

MINORITY FARMERS are an endangered species. *“We keep up with endan- .

gered species of animals.” one black famer 10ld a USDA listening session. ‘I guess

what we're saying is that black farmers. people-of-color farmers in this country... -

deserve a kind of registry, a kind of list <o that we could presenve those fanners.”™
USDA might go so far as to establish a “voluntary registry of minority

tand owners.” through the Farm Service Agency, it was suggested, even .

establishing “a baseline of land ownership by people of color.™ i e oo
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Black farmers blast USDA

WASHINGTON (AP) — Several - -

hundred black farmers called for an
end Wednesday to Agriculture De-
partment practices they say areé#;
criminatory and threaten the &is-
tence of black {anns.

At a rally outside the Agriculture
Department and at a special hearing

of the Congressional Black Caucus,

speakers had the same message: The

USDA must erase immediately the -
practices that have causodsit to be

labeled “the last plantatigh.”

John W. Boyd Jr. of Baskerville
in Mecldenburg Couaty, Va?, presi-
dent of the National Black Farmers
Association, which sponsored the
USDA rally, said black farmers are’

losing land at a rate of 9,000 acresn

week.

. cess

“We can no longer afford 1o re
main silent,” he told the morning
rally. “We must demand an end (o

- discriminatory practices ar USDA

that are driving us off our land."
Indeed, Rep. Maxine Waters, D-

Calif., who chairs the Black Cau-

cus, told farmers packed into a hear-

.ing room in the afternoon that if
- current trends continued, black
farms will have vanished by 2000. .. .

""Discrimination and lack of ac.

or the decline of the African-Amer.

* ican furnhahe ¢ontended. “We be--

lieve that pant of the problem at the

"USDA is Institutional Bureaucrats
at all’'levels have actively worked 1o, .

dény access to loans."
"' Agriculture Secretary Dan Glick.

35

_are the key reasons

man and a dozen 1op aides listened
to black fanmer-after black farmer re
cite examples of allegedly discrimi
natory treatment they had received
from personnel at the department
local field offices.

Boyd, for instance, recalled an in
stance in which it took 222 day
for the USDA (o process a blaci

~ farmer’s loan application and at the
same lime it took just 60 days (
approve a loan fof a white farmer. -
 Vivian Warrens of Southampton
' Va;, related that when her father fi
nally got his loan one year, it wa«
100 late 1o achicve the Crop's poten
~ tial, S o
SWecan be-dis successful | as
white farmers who gel thenr
(Please <ce 1ISDA, page 2)

OUSDA

(USDA loans) in time to get their
crops planted.” contended Cecil
Brewington, a North Carolina
fanner.

Glickman acknowledged the
“biggest challenge we face at
USDA — the one that's consumed
the most of my time and commit-
ment — has been civil rights.”

Saying the problem is decades
old, he repeated a promise “that on
my watch, we'll change the culture
of the Department of Agriculture ... .
We will close down ‘the last plan-
tation’ aod reopen the door to ‘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 employment opportunity
complaints.” _

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

In addition, he said, USDA field
offices have been instructed to halt
any foreclosures on department loan
accounts when discrimination com-
plaints are pending and to continue
processing applications even when
the complaints are outstanding.

From page 1
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I AM A 74 YEBAR QUD MINORITY TOBACCO IARMER ANL I1 HAS COME
TO MY ATTENTION THAT SOME SPNATORS IN WAS:INGTON WANT TO DO AWAY

WITH THE MPCIl (FEDERAL
BENATORI DO THIS,
TNSURANCE. FARMING IS

"-COULﬂ NOT BORROW

IF 1T I5 DONE AWAY WITH, 1 WILL

‘Alv  MOKRY

CROP) INSURANCR ON TOBACCO. 1IF THE

I WILL BB OUT OF BUSINESS A8 THE LOCAL LENDING
INSTITUTION WOULD NOT LEND MB ANY MONEY W]THOUT MPC1 CROP

MY LIVING AND I PAY A PREMIUM FOR IT, BUT
OT BE FARMER ANY hONGBR BECAUSB 1
? 4 mrd. BYR ) " §e u [

"PLEASE TAKE A HARD LOOK.Aﬂ THIS SITULTION AS I AM NOT THE

"ONI.Y ONE IT WOULD APPPOT

BAD AS 1T AFFRCTS ME.
OUR COUNTRY 1S GONE.

IT WOULD AFFECT THE BIG FARMFR JUST AS
WHEN YOU DO AWAY WITH ANY PART OF FARMING
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Per Capita Market Income, 1991*

Dollars -
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*Market Income equal PCl minus all transfer payments
Source: US Census
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Unemployment in Appalachia

Average Rate, 1330-1392

310 8.20
030 7.50
7801 Q00
6.1010 1070
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Source: Appabchian Regional Commission
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Poverty m_Appalacliiﬁ, 1990

Percent of Population
(1 400t01240
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Virginia ARC Region Poverty Rates by Census Tracts:
a regional comparison ..

source: 1990 US Cenows

Propertion of  Percent of Total ST ARC Virgees - s
us va;gsﬁa;f ~ Population in Poverty : ' ‘\_ - _-:'._‘ .

0-.5 0% - 6.69%
- .8-1 ] 6.60% - 13.09%
1-1.5 13.1% - 19.64%
0 1.5-20 R 19.65% - 26.19%
20-30 126.2% - 39.29%
- 30-6.0 39.3%.-.80.0% . BRI

* for example, @ census tract falling intothe - -~ L
canter red category, has one and one-half times ':1‘.3.’:";:1::."1'6‘_3’95;“ c__:ff"“'r"ff_" 3B50%
to two times the US poverty rete of 13.1%, " standard 'q-'vx,-ugsnsjisox.' Co

which equates to a poverty rate of 19.6% to 22.2%

The red cabegories, the three highest
poverty rate clasoes, indicate. thosa.
tracts which excesd poverty Jevels for
ARC Distressad Area designation.

ARC 1997 Distrecsed Counties have at least
1.5 times the 1990 US Poverty rata 0f 13.1%.
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North Carolina ARC Region Poverty Rates by Census Tract:
a regional comparison

source 1990 US Census

ARC Nomtk Corolina s

Proportion of Percent of Total
US Poverty Rate Population in Povert
of 13.1% Y
0-.5[_]0%-6.59%
5-1[)6.60%- 13.09%
1-15 13.1% - 19.64%

7.5-20 F 19.65% - 26.19% HighestPovarty Rate Census Tract: 51.46%
20-30 N 26.2% - 39.29% mean valua: 19.12%
30-6.0 8 39.3% - 80.0% standard deviation: 8.36%

* for example, a census tract falling into the
center red category, has one and one-half times

to two times the US poverty rete of 13.19%.

which equates to a poverty rate of 19.8% to 22.2%

The red categories, the thres highast
poverty rate classes, indicate those
tracts which exceed poverty levals for
ARC Distressed Area designation.

ARC 1997 Distressed Counties have at least
1.5 times the 1950 US Poverty rate of 13.1%.
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 pouics&POLICY e
for Slice of Settlement

rs Lobby .
3 [ T . ] c e . . .
m Against a Decline in Demand -
. By Jormzy Tavioe B 522 R, -
.S1aff Reperter of Tim Watk STRARET JOURNMAL |
WASHINGTON-Tobacco farmers, ink- it oY
tially hostile to the proposed §368.5 billion
sattiement crafted by cigarette makers, °
attorneys general and public-health
agvocales, have now bequn 1o explore
what's {n it for them. ~ . .
Representatives of tobaccr-state farm
bureaus are expected meet today with
ton sdministration officials, including
House adviser Bruce Reed and

farmers hurt by dwindling demand for
tobaceo. .

“Bverybody's being considered except
for the grower,” says Wayne Ashworth,
president of the virginja Farm Buresu.
“I'm sure inal the tobucco companies had "
very good reasons for negoliating the
settiement. but they and everyone else
needs 10 realize that we can't be left out .
the

cold.”*
in- addition 1o the White louse. Wbby- |
uu(orl?bw(lg.nﬁcnphnww‘:uﬂnl:u ~ Studying the Economie
- group of sympathatic lobaccos! v- whose Winston-Salem
l:“lkl-l'l. including House coﬁnLn::u‘O‘nlt : Mr. Burr. b p
ttee y o
mitee Conms T B0 gy A P oo Ot
G wpprove by Conprs il s B sty ool gt 3 L2y
. k| - g
m‘m’m(mm:ﬁhrnmﬁm ! “““'"““-‘2‘,‘,.;, and othe ¥ o -
s stage bea . we plan to R ! o
Lk programs now and see where that m:mm o T
\ndsm."uyl.lohnmln(.lbbbymhr In the growth, saie and production of .
the American Parm Bureau Federatlon. wumpmdumvhhlnbeenlenund

i

~ earmark $4 billion of the money 10bacco | \ the
under the settlement. to percoived sins of cigarette makers. “Thers

. ‘Switch to Alternative Crops meg::\:."ur.gl.nmuwn:cm. o R

A ] -

P Onevapullnuudoncapllomm.‘ro . v "’ml S m'.'““" WF g
-

companles poy Was never any Intention t6 hurt the farev

help tobacco faimers switch to alternative M . . Q
: cm:s That notion has proved unpopular 5 Matthew Myers of the Campaign fof -
. among some farmers because tobaceo. 1n - Tobacco-Free ‘“"'m'f‘ ata "'_:;"-h“l: Senate T
the hot and humid regions ideal for &5 . hearing on the settlement. * "lﬁ" 2= Re]
growth, s far more profitable than other ment lsg't designed, w make s m‘“ .
cash crops. Another idea, requiring to- changes that would Irk them, ucu‘ a 'ﬂ- 12‘:’ )
" bacco companies 1o use & higher percent: lead to gradual smoking reductions for ABA :
age of U.S.-grown tobacco leaf in ciga- ;l:[c‘:r:armen wo:ud have ample Ume to 0w N
retles, appears to have more support. Mr. - . - .
Billey. for one, has sough! such assurances * In Congress, Industry critics say they | -t é
By e makers 1 lod the CEO ol Youtd stpbort M0y form of compensation =R
- Phllip Morris, .Geoftrey Bible, that: he {or. farmers in any deal m‘u s uuuai( 5 3 .
needs to get his people out 1o reassure the Phil Schillro, 8 spokesman mm_ 3“ .
e o furmers that they are going obe  R%P Henry Waxsman (D, u\c:ﬂd:\n = a.
using thelr lea! af opposed W, IMOrtS.” iy 30 Clean &mﬂﬂm‘?ﬁm fob : E : g
the Virginla Republican said. Tt aining and education for coal ]

News of the settlement angered many
tobaceo farmers, and cigareiie makers
have been’ working -hard since it was
announced to prevent-a rift in the historl-
e} P Calon, 4 ey
and manufacturers. J. ton, akey A P P
‘negotiator, who Tepresents RJR Nabisco ‘their case to dozens of lawmakers last
Holdings Corp.. made rare public com- right at a reception hosted a3 part of their

ter  Annual July meeting in Washington. “Our
ments to 8 North Caroling newspaper all Froup s talking about e lasting e'(led.ld

the settiement was announced, to assure
 tobacco farmers that he I8 “sensitive fo (s settlement on
their issues™ and predict that ““{armers are livelihood;™ says Bill Sprague,
ing to come out fine.” . 3 e
v L‘nwmnken such as Mr. Bliley and . tucky congressional delegation, to'a per-
Republican Richard Burr of North Caro-
ling, whose congresslonal districts contain v sure the interesty of tobacco farmers are

putou!o(mbymem'uir\clllmmon o
sulfur-dioxide pollutios from the burning

afcoal B
1n addition loulewnlm‘l-louu meeun(‘.. .

- both {armers and employees of big ciga- ‘considered.” -
rette makers, will have to reconcile the These outpourings, of sympathy not-

visws of these wo core ¢ . tobaceo farmers st face 8
R X few pitfalls in Congress, Today or tomor-
row, the House will constder an amehd-
ment to an appropriations bill sponsored *
by Democratic Rep. Nita Lowey of New .
York thal would eiiminate federal crop- ~ v B *
insurance for tobacco farmers, which o c
gives them & hedge against bad harvests
and weather-related disasters. The Cone* -
gressional Budget Office estimates that .
the amendment would save $34 million. A Lo . .
similar measure offered by then-Rep. : - [
Richard Durbin (D=, 1) fajled by two ' R -
voles last year.” T
. . - . ey el




| 'MEMORANDUM |

TO: DPC STAFF | »

FROM: RAVEN MONTGOMERY \gl 9/ N

RE: TODAY’S ARTICLES ON TOBACCO W \Rﬁ | / 6(\
DATE: JULY 1, 1997 i/ \

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
L This article discusses the people who paint the
Marlboro’s billboard bleak future since the proposed
settlement would ban all cigarette billboards and all
ads with human characters.

The Wall Street Journal July 1, 1997
It’s ‘Judgement Day’ in U.K. Tobacco Case
Earnest Beck
o The court will decide if 47 lung-cancer sufferers can
continue with their 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 Tobaccgq
Mike Allen
. Virginia is demanding its share ©
and lobbying Congress to add relieé

Deal

the settlement money
for farmers.

USA Today Ju1y 1, 1997
Tax bills: How they stack up
o This is only a comparison of highlights of the tax
changes proposed Monday by the President and the tax
bill passed last month by the Senate and the House.



China and SanctiorE

Chanty Shouldn’t Just Mimic Government

To the Editor:
Leo Cecchini (letter, June 24) says

- that “"a*flourishing market economy
is compatible only with a free soci-
ety.” He has it backward. A-demo-

- crati¢ system can survive only with
an open, vibrant economy in which
people are free to make economic
choices.

. 1f the United States severs normal
trade relations with China, private
enterprises in China and Hong Kong
producing export goods will suffer a
setback. The standard of living for
more than & billion Chinese, includ-
ing those in Hong Kong, will deterio:
rate. !

Does Mr. Cecchini think that will
improve the chance for a democratic
' in China? If trade sanctions
haven't worked in Cuba or Irag, how
likely are they to have the intended
effect in China? Li-LAN CHENG

New York, June 24, 1897

To the Editor:

Visions of my plaid shirt apparent-
ly made Frank Rich misread our re-
port on giving (column, June 26). Of
course we salute Bill and Melinda
French Gates for their $400 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 comtmunities.

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 butld up their own de-
teriorating families, neighborhoods
and schools.” Who better than the
Gateses to be venture capitalists for
community Ubraries?

- Rebuilding community institutions
is usually best done by gifts that are
, personal, sometimes

Next, Tobacco War?

To the Editor: .

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

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

This has been thé policy on agri-
cultural chemicals, and therg is
no indication that it is about to

" change. MORTON SOBELL
San Francisco, June 29, 1997

controverslal and often faith-based,

all of which are uncharacteristic of

‘government It's what private ac-

tions do best. S0 we also suggested
that charity do more

“transform- -

** — help someone get on his or’
her feet and stay there, love a child,:
develop will power, reject drugs —:
and leave to government the job of
transferring mamy to those In trou-
ble. LAMAR

Washington, June 27, 1997
mwnuruhwdomeattaual
on Philanthropy aend

Clvlc Renswal.

Paterson’s Great Fa.lls ~
To the Editor

1 loved the sere.nd!plty of the bike

tour you recount (Weekend section,

-June 27), but to have come within 2

mile of Paterson’s Great Falls and
missed them is like bypassing
“Winged Victory” at the Louvre.’
The hills your reporter climbed go.
Haledon are part of the ums}owu
Watchung chain that makes the falls’
75-foot dmp ‘30 b : After
crossing that “scary””. e, had he
stayed his course through a leedwr
bit of Paterson he would have had his
obligatory hill and seen a sight few
New Yorkers see. FLAVIA ALAYA
Paterson, N.J., June 28, 1997

Now Use Medicare for Universal Coverage

Medicare's eligibility age should be
lbwpred 1o 0, at once solving the prob-

For Ousted Ha.rperColhns Writers, All Isn’t Lost.

To the Editor:

As a writer and editor, I pity the
authors cut loose by HarperCollins
(“HarperCollins 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
. rescinding advances, so the authors
have a chance to sell their work else-
v : and get paid again. The public

has heard for years that big publish- .

ers have abandaned art for com-
merce. Apparently they're good at
neither. DAVID GALEF
Oxford, Miss., June 29, 1997

L

To the Editor:

Your June 27 front-page article
speaks of HarperCollins’s “history of
nurturing authors from Mark Twain
to Howard Stern.” That does not go

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

for space reasons. Fax letters to
(212) 556-3622 or by, electronic
" mail to letters@nytimes.com, or by
regular to Letters to the Editor,
The New- York 1
Street. New

229 West 43d .
Yorn. N.Y. 10036-39%9.

back far enough. In 1836, a time of
virulent ant-Catholicism, the pub-
lisher James Harper, later New
York's tirst Know-Nothing Mayor,
published, through a dummy corpe-
ration, Maria Monk's ‘‘Awful Disclo-
sures of thé Hotel Dieu N "

. Jo the Editor: lem of the uninsured and ending protfi-
* “Inevitable Surgery on Medicare” . teering in the health sector; And yes,.
(editorial, June 26) holds that Medi- the wealthy should pay moré — not at’
cmw'iuberesawd,bychnuingme the point of service or premium, but
«ligibility age and increasing contri- throuahamgreq_nlnbblncumam
butions by the wealthy. Absolutely s
but not according to plans crafted by for its extension; nat its .
the Senate. ance. ANNE-] BIRN -

New York, June 26, 1997
The writer {s an assistant professor
of ‘health policy and history, " ‘New
School for Social Ruenm)l. .

Spontaneous Outragc

To the Editor: *

““Inevitable Surgery c Medicare”
(editorial, June 26) says that “when
Cangress voted in 1988 to raise Medi-
care premiums on wealthier retir-
ees, the elderly forced it to repeal the

In the words of the historian Ray
Allen Billington, it became '‘the most
influential single work of anti-Catho-
lic propaganda in America’s history.”
It sold 20,000. copies within a few
weeks and was a best seller until the
appearance of “*Uncle Tom's Cabin"

in 1852.° E. LEO MCMANNUS
Venice, Fla., June 28, 1997
The New York Times

Company

229 West 43d BL.N.Y. 10036-3959

Ammoausummmchamu
Chief Exscutive Officer
RUSSELL T. LEW1S, President
Chief Operating Officer
* DIANE P BAKER. Senior Vier President
Chief Finaacial Officar and Treasurer

KATHARINE P DARROW, Senior Vice President
LEONARD R PORMAN, SeniorVice Presidext
JOHDN M. O'BRIEN, Senior Vice President
DONALD 8. SCENKIDER, Senior Vice Prasidest

LAURA J CORWIN, Secretarv

SOLOMON B.WATSON IV, Senior Vics President| '

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 cn age. .
Both taxes were to escalate -
ly in subsequent years. When the
details sank in, spontaneous outrage
caused re JOHN L. HESS
New York, June 26, 1897

Idling Limos ! Pollutc :

To the Editor: '

“Limo Life, From themeSeu
(news article, Juns 24) reminded me
of a continuing crisis in New York:

"ALEXANDER® .

-

mie

TUESDAY, JULY 1, 1997
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MarlborOs lelboard Man May Soon Ride Into the Sunset

. By Sau,\ Gows, BEATTY -
) . Staff Reporicr af Tue WALL ETuRIC JounnaL

Dan Hole paints his landscapes at an unusual .

_studlo: an alry paint-splattered wareliouse In a -

business park in Murrieta, Calif. Inside,
nalt-completed paintings of glant cowboys and
horse heads hang on the walls. (xtside, even
bigger Western tableaux—(lie ones that don’t
Mt inside—hang on enormous steel houks.

Mr. Hole is Lhe nation’s leading painter of
Mariboro bitiboards, a job with precious lit- .
tle security at the moment. A landmark tobac-
co seltlement propases o ban all cigarette billhoards
and all ads with human characters. Meanwhile, the
bitlboard industry Is In the throes of automation any-
way, with human artists being replaced by big digital
painting machines thal' scan Images and convert .

into blasts af paint.

All that makes Mr. Hole one of a vanishing
breed of “‘pictorial antists' who paint blliboards
the old-fashioned way—using a brush and oll *
paint on plywood sections that, combined, cre-
ate images the size of smalt apartment build-
ings. His employer, family-owned OQutdoor
Media Group, Is under contract with Leo Burnett
Co., an ad agency for Philip Morris Cos., to paint by hand
some of the biggest and best-known' Mariboro billboards
! -towering commercial artworks that dominate the
skylines of cities stretching from u:s Angeles to Detrolt.

““The future Jooks pretty cloudy,’’-concedes Mr. Hole,
a S5-year-old former studio-art teacher. But for now, he
says, “we're just painting away.”

Working with standard four-, two- and three-Inch bristle
house-painting brushes, Mr. Hole figures he has painted

300 Mariboro blilboards in the 11 yedrs he has worked
at Vutdoor Medla. That works gut (o about one monster
artwork every two weeks. “It's'a little like stage work,
vhet!evetydayyound\allengedmm«mnnduw

‘performance has to be a good one,” says the Michigan na-
tive. “Whatever I do Is right there for everybody to see.”

. Mr. Hole's latest subject s a.60-{foot-by-35-{oot cowboy
destined for the Louvre of the billboard world—Sunset
Boulevard in Los Angeles. Up close, this Mariboro cowboy ™
looks more like a garish palntad lady-than & macho man.

. Reds, creams and deep red browns have.peen blended to-
gether acrass a 10-foot-wide expunseo(plyhmdlnprwlde

;lnmuuuwdmdnxgged(adal(um .

" Mr.- Hole mixes about 25 to 30 different eblors to palm
each billboard. The distinctive Mariboto red is achleved

" by mixing Transpamnt Rublne Red, Fire Red and Day

Glo Red lmense color Is necessary to make the Mariboro
men Jook natural to motorists who-are 500 yanis n\ny.
rpeedlng by at 55 mlles an hour.  *

The logistics involved In applylng s0° much palnt to -

such hige spaces are daunting. First, Mr. Hole and his

team must-convert the original ad sent out by Leo Bur-,

nett Into a series of charcoal lines that wil} form the foun-
dation of the finished painting. The sketch I8 then scaled
to about 50 times its original slze. After dark, the scaled
«drawlng Is Nlashed on the billboard and traced. Finally,

Mr. Hole fitls in the bianks, painting from n precarious
perch atop a hydraulic lift 30 feet in the air Ihnl sWays
whenever he dips his brush in the paint.
Mr. Hote learned the biliboard cralt from his mentor,
the late Marv Gunderson, Outdoor Media's founder. Mr.
Gunderson ‘landed his llrst Marlboro assignment in

1973, Back then, the job required Mr. Gunderson

und an assistant to (ly to Chicago to paint a 80-

* foot-by-42-foot Mariboro biliboard on a site over-
looking Chicugo's Dan Ryan Expressway. It was
the dead of winter, recalls Mr. Gunderson's

. son, Chuck. Outdoor Media's vice president.

Each morntug, his father scrambled up Lhe 75-
foot ladder only to find that his paints had
frozen during the night. An assignment that
“would have taken (wo weeks In a studio
stretched out into three months.
Alter that (irst Chicago winter, Mr. Gun-
derson assembled & set of steel scaffolds and
wooden catwalks. The scalfolding allowed Out-
door Media to divide the blilboards Into a serles
of more manageable parts. Finished products
were packed in trucks and driven eross country
to blilboard sites In Detroit, Chicago, Dallas and
Phoenix, among other cities.
Back In'Marv Gunderson's day, artists worked on
wooden swihgs that moved up and down billboards
using a system of weights and pulleys. Over the course of
his career, Mr. Gunderson suffercd helf-a-dozen falls. He
finally quit painting the Mariboro bitlboards at age €5,
after surgery (o correct a rotator cuff In his shoulder
that had been worn out from 40 years of painting.

A Today hydraulic lifts have made billboard paint-
§ Ing easler and saler. But Mr. Hole inslsts there's a
§ “slot more to billboard art than painting by numben

+ “We're maklng hundreds of decls

Continued From Page Bt Al
happen, he witly compares the two'
eyes Lo eachother — and to (he original art -
work —oflen lowering his 1ift to the ground,
where e steps ofl and checks his work
froma ¢ ce.

Mr. Hole's favorites from hls oeuvre
are (he billboards that posed n special
cliallenge — such as a cowboy drinking
frum a canleen. “'That was kind of interest-
ing. creating the llusion of water running
down his cheek,™ Mr. Hote recalls. Another
sported n giant face that measured 48 feet
from car 1o ear ~ “the biggest face I've
ever done; il had a nosc 10 feet long.” A
third featured a techalcally difficult scene
of cowboys on horseback crashing through
ariver bed. The trick (o getting waler Is to
apply paint “layer by tayer, keeping the
color clean,” Mr. Hole says.

There aren’t a lot of young artists tising
through the business any more. “There
may be a few more out there, but not of this
quality,” says Jon Gunderson, OQutdoor
Media's president and another son of
Marv. “Usually it's just somebody lhey
keep on stalf to do touch-ups.*

If the tobacco settiemnent becomes law
and clgarette biliboards are banned, Out-,
door Media, which gets 10% of lts* e|
from Mariboro, hopes to paint bilivoaras
for other blg advertisers. Meanwhlle, Mr.
Hole will have few mementos on
to remind him of his Mariboro work. Atter
three or four months on display, Mr, Holé's
biliboards are shipped back to Murrieta’
and white-washed, clearing thelr surfaces
for the next bitlboard. “It’s like Rembrandt
dolng his work, putting it on display In 2

he says. “How big, how small, what color, whlt
tone, how sharp, how soft, how subtle, how overt.”
Mr. Hole won't divuige his satary, but skilled blltboard
palnters are paid §25 to $35 an hour.

Mouths are the hardest faclal feature to get right, Mr.
Hole says, “It's always changing, it's in different posi-

tions—they're open, they're closed. If you mess it up it -
fooks funny.” The trick, he says, is to remember that -
_““the lower lip plcks up the light and Is a litt}e fatter-and::
_wider,” while “‘the upper lip is often in shadow." e

Eyes are also (ricky. "lleasy!nmeaupandhave
one eye locking tn one direction and the other eye looking

- in another direction,” he says. To make sure that doesn® l :

lecmwl’upe

and then taking It back and
repainting It,” Chuck Gunderson says. !
“That's why I like to take.a lot of)
photographs,” Mr. Hote says. “When
lthey Te gone. mey re really gone."” !
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28 t's ‘Judgment Da J.K. Tobacco Case
5 & R ‘Court Will Decide if First Class-Action Suit Can Proceed
-y DY BNESTBOCK omsas {, St IUS far from certain that antto- | focus on " '
o% o SN Repariar f Ta W Srmen e | baceD advocates wil preval,even with the !lhOugh unike 1nthe 5., product IBDIIY  Jostck vare e oee she o, meed for
A R global tobaceo wars shits toa British High |\79ustry on the defensive followlng the i1 largely uncharted terriiory In the UK. lnvelmwuku‘as”uh:in[y)ﬁ'rﬂo hes
) B d .S, nt. Indeed, .\ i argue ot 1
& " Gourt loday, where the fulure of EWoPe | pave won o victns e O the 8 company 15 labie I 8 product It S0k wiue ey ors b st sortors e
-2 g Pr:ls?m “ﬁ"&k‘“&mﬁlﬁ the 10bACC0 oy, " Individual antismoking cases have —caused Injuries, everi if lhemmp:nydl:ﬂ 8 s neys general .
3 ’8 o 7\1 r:nguuclul hearing, the court will jbeen lost or drapped by plaintills. know at the time the product was danger- "’°'s'§'|'n'|‘3'hﬁ'é°u’.’f'm??° e e
5 O . decide If 47 lung-cancer suflerers can Having been coached by &ttorneys im ; 0US.. buoyed by the :ugcsg [slehnter gl
+ proceed with thelr case against the United the U.S., Martyn Day, the British:plain- The st would also break legal ground,  smoking itigants, analysis say I tobacty
c g’ * Kingdom's two largest cigaretie manufac- . (IS’ fawyer, belleves growing sentiment 1 85 there s litle UK. case law Involving firms aren't lely (o settle, the lotaceo
9 {lurers, or whether there Is Insufficient gainst the tobacco industry will help his medical and environmental iabllity. "“We wil defend mf»}es " says Gal'
ps E evidence or mertt to go to trial. .f:esei#&mv;r.'lthleU.ls.seullementproves Briefings With U.S. Smoking Foes laher spokesman lan Birks. “A U.S. settle-
e = Following the landmark proposal In the try Isn't invulnerable. - By any measure, Mr. [ ment Is for the U.S." The industry won't
= 1 u.s. 10 seltle Its lobacco-liability cases,|  The plaintiffs argue that the tobacco y messure, Mr, Day Is & maver-  pudge even though the plaintiff .
"2 5" { the UK. action, agalnst Imperial 'robacco | companies ignored thelr “duty to care' | Ik: compared with the conservaive Brit-  ing for 8 moderaie 150,000 (983,25) vy
5 = PLC and Gallaher Group PLC, Is being | and were therefore negilgent for selling a :fsu‘f“ establishment. He even adver- That compares with the U.S. seiﬂemee:tc of
o} a closely watched. If Ut clears today’s hurdle, %mduct they knew caused death or injury. | jo1n the ';*""P'W‘m ungum‘?;rl ,}",ﬁ"{,‘ ll(o $385.6 bifllon, and total annual sales by
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Virginia Sees Opportunity
- In Wake of Tobacco Deal

State Is Key to Ratzﬁcatzon, Official Says.

m matters by comm:nnng
By Mike Allep publldyonlhllhﬂle.NWthnthe
Washingtoo Pot Safl Wriker Congress will soon begin its deliber-

Virginis, one of only 10 states
that shunned negotistions with to-
bacco companies, is trying to get

" back in the game by demanding its
1 of the settlement money and
"bmeanpulmiddtdldfnr

. bmeAnnmcy'
-Cullenmcontmdlv:rmhhu
. “maximum leverage” because

belt congressmen to win ratifice- state lawsuit against the tobacco
nonnftbameemq!.. i.ndnsu-y But he has emphasized his :
“Tactically it was s wpponb:(edenlmuhuondnmr_ !

" signatory, our role would bé to
i Cowtnﬂa'n.Nw.ourmIeutoget
- to improve upon it
~. Butpublichealth

“A day late and millions of dollars
short, be's trying to cover his tracks

with these letters,” ludﬂwlpoku-
woman, Page Boinest. -

Both ‘candidates have tried to

- make bay from tobacco, Beyer, [ike - D¢
" Gilmore, was opposed to the idea ofa

Dlsplaoemenf B ANty ;
Under Welfare Law

. ,.GlendenmgBars Md. Compames

From Using Htre.é_to CutPayroll

tie, a popular stacce in North

" Virginia, G_i.l.mouvonpohmdown-

tise in taxes and a fall in demand that
. -

] squecse
.- Last week, zfter the settlement
was aanounced, Gilmare weat on the

" more wrote. “Because the negotis-
were highly delicate, |  pot want

..

required joining the suit against cigs-
refte manufacturers.
“Tve been working on this for years,”
“This has always been

' -Wnngr GL'hohvuonGoldenLed
i takz a break from

Rqaubhmeve,phnltn
cultivating his

tobacco this afternoon to show Gil
more his barns and fields.
“He seems to be a downto-carth
gw,' Waller said. “He understands
wohlqnlwe'mhzvmpoliﬁully

Gmde S. Whitehead, a dentist
who farms 30 acres of tobacco. in
Chatham, said some farmers think
Gilmore waited too long to go public
with his demand that farmers be
included in the settiement.

“It's like bolting the

bas left the barn,” he said.
+

o

ifterthe

'Ihuumdndamluou.nld Reandemmn.
cochairman of the lmmdm.ndmolqv‘!‘mple
Baptist Church in Baltimore, where Glendening made

mmmmmmdmm
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‘Effect of tax plans on two families
WGWWWWWWWHVW?&

Family with taxable income of $110,000 sells a stock (heid for more
than one year) and makes a $10,000 profit. They are in the 31% tax

of $300,000 sells stock
They

with taxable income
and makes a $100,000 in
2t profit under Clinton plan

on that profit under Senats

{held for more than
the 30.8

industry,
head of the
an opponent of any capital gains cut.
Support has been growing

39.6%, while capital gains have a
maximum rate of 28%. .

Under current law, ordinary’ in- | $110.000,
come is taxed at & maximum rate of _ Lower.

Tax bills: How they stack up -
mmwi’;ﬁ._&"&% '_u.s-_-m:

CAPITAL GAINS

from taxss. Thase are profits from stocks and other Investments
than one 70% would be tisd at ordinesy

g

op
would cut the corporaie rate 10 30% from 5%,
tors could avoid tax on profits dus 1o |
be allowsd 1 shatter ) tax the first gain
Senates Simiar o Houss, but no reduction In corporate
for Inflation. Commarcial real estate ivestors would be
rate On gaing. .

an annual tax credt for each child 18 and under, :
mmmgmnwomm 10 $5001n 1 o
. it would phase out foy families msidng $60,000 rising
2001 0 Incomes of $30.000 0 $100000.° . - -
* Uniias the House and Senxis versions, the credit Is refundabie for working tam-
Dos who have no income tax labilty dus 10 the, Eamec incomé Tax Credit but psy
- T coukd conzribute the credht pius sn additional $500 in after-tax dollars
10 & new Kidasvp Account for education, first-time retirement.
Eamings would accumiiats tax-free.

-NCome
Income tax would ot receive the chid aredit

Senata: Simia © House, but e ade ¢

ESTATE TAX
Loz Has propoesd & new $800.000 exclusion In the vakus of an estxis
taxation for family owned businesses ahd facms, 1 addition to the exist-
D00 per parson exciusion for all Individuals. ies
5 The $500,000 exciusion woukd ria

milion by 2007.

3]
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1986.  held by the
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‘TODAY - |
JULY 1, 7997

cmsumencytt-:rulmhmd-:
substantially,” Beach says.

Simiar to Houss, buz tamily owned
milion exempton beginning In 1968, ..

: EDUCATION )

hwﬁ;ﬁ. corecit o the first $5,000 of ttionand .
:"Af. , the crecit would rise 1o 20%of Nhﬂmhwwm
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DEPARTMENT OF AGRICULTURE

>
OFFICE OF conc.;asssrou.u. RELATIONS J@ﬁ M é %M

WASHINGTON, D.C. 20250-0100

FAX COVER SHEET

DATE: _ ,77Q/%0
COVER SHEET PLUS J _ Y PAGES

To: Frm gfuzz//?m/ %%M

FAX # .l _6/4)0' 743/

PHONE# . - - ]

FROM: _ : - /@/Q/ﬂi { 24/2 j_ M(/

USDA - OFFICE OF CONGRESSIONAL RELATIONS
ADMINISTRATION BUILDING - ROOM 2134
JEFFERSON DRIVE, S.W.
WASHINGTON, D.C. 20250
(202) 720-7095

t
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R - U.S. Department of Agricuiture

b

FROM: Dallas Smith Nﬂﬁ
Deputy Under Secretary
" Farm and Foreign Agricultural
Services

TO: 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.

ce: Bruce Reed
The White House
Charlie Rawls

Attachment
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THE WHITE HOUSE
WASHINGTON

From the Office of:
The Domestic Policy Council
Elena Kagan

Deputy Assistant to the President
for Domestic Policy

TO: . ’Bm;(‘w&mdn

PHONE:

PAGES: E L

MESSAGE:
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» North Carolina Department of Justice . ﬁ?
- PHONE: BP93397 F19. 9/ -byo o i
g FAX. (943333491 W9~ M- $o —
TO: _Btuce Lindsey —
| FROM: Mike Easley -
- FAX: |  202-456-2983 ] :
PHONE:
——— —_—
DATE: 8-15-97

LATTENTION: — —

Bruce:

The difference in the $1.40billion (first 20 per cont of the quota) and
the second 50 per cent of the buyout of $2.08 b1l lon 13 g result of g
gradual decrease of 6.25 per cent over the Eirat olght years,

Thanks for al_l your help.

Mike

/”-
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_ . . a%
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To ratire all quota 520.96 million Ibs. x $4 = $2.083.84 billion

5 ... 34,73 million tbs

$2,083.84 billion
$1,408.12 bm!'on

$6,377.64 bllllon

1996 Quota

1) 003

Base Line of 873 million Ibs. 6 cents per year

~08/20/97  08:51 o)
Yoar Dollatg
1996 $1.8300 per Ib.
1997 1.8300 per Ib.
6¢ 1998 1.7700 per lb.
12¢ 1999 1.7100 per b,
18¢ 2000 1.6500 per (b.
24¢ 2001 +A.6900 per Ib,
30¢ 2002 1.5300 per (b.
36¢ 2003 1.4700 per b,
42¢ 2004 1.4100 per Ib,
48¢ 2005 1.3600 per Ib,
§0% decrease In Quota
Qdota $4 x Quota Loss
873 199

1

It

54.56 miilion Ibs, x 4

51.15 millilon (bs. x 4
47.98 milllon |bs. x 4

44,95 mﬂllon Iba. x4

-t

$1.408.12 billlan
$3,293.8 billton

4214 millon ths. x4
39 51 mllllon Iba"x 4

-

It

0.00

0.00
52.38 million = 73 m/////'b; X
104.78 million
157.14 million
209.32 miltion e
261.90 million
314.28 million
366.66 million
419.04 millign
$1,885.68 blllion

6.25% decrease over 8 Years

$218.24 miillion

$204.60 million
$191.80 million

$179.80 million

© $168.56 million

$ 1,408.12 biflion -

$411.725 miillion per year
CATD) NG A liae .



THE TOBACCO SETTLEMENT PAYMENT MAZE

() Biﬂions) Upoa 1231 0of
l
Lump Sam Cash Paymmt 100 - -
Pubhc Health Fuods
—_— 1.0 1.0
- 0.125 0.125
—_ 03 03
—-— 0075 0075
- 0.1 ot
— — 0.075
- 0.5 05
“~— 2)% 2178
Tort Fund — 4.0 40
“Pubtic Health Trusi® - 25 25
"Medicaid Paymentsto States —_ — 0.825
TOTAL 100 85 95
*First Year oumber fo'r'. Funds is supposed to be capped at 2.0

4.0

3.675

14.0

15 15 15
025 Pos 025
03. 03 463
0125 0.25 0.125
01 oOf 0.1
0.07S 0075 0075
05 05 05
0175 0.075 0175
36 30 30
40 40 40
15 25 25
55 55 55
150 (50 150

Amounts do got mclnde. (1) addxuoaa! I;abxhq' payments not covered by tort fuad (up to an additiona) $1 billion per year),

"

8.0

V5.0

8.0

15.4

15.0

L6/02/80 -+

IS:80

o)

voo
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Proposal on Negotiated Settlement
On Behalf of Flue-Cured Tobacco Producers
[. Continue Current Program . _ _ o
A. Contractual commitment by n{énufacturers (o annually purchase a minimum of 585
million pound% (90% of 650 million). . 3
Continue current price Support program. ' §
Complete l994'bdyout agreement, o

Caw

. USDA shall continue to administer the tobacco program,

m

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

2, Transltion Payments and Quota Compensation

In the event the tobacco program is climinated or phased out by congressional

action, or manufacturers fail to meet purchase agreements, transition payments and/or
quota compensation shall be made (o tobacco producers as follows:

A, Trausition Payments -- Th_e, 1996 market price average shall be the base for
transition payments. If prices for 1998 and subscquent years (up to eight years)
average less than the 1996 beltwide market average, producers will receiye a
transition payment that will bring that year's average up to the 1996 hmrk_et averjge..

B. Quota Compensation -- Whea purchase agreemeat is not fulfilled and purchases-
fall-bglow 585 million pounds and requircs quota reduction, the quota spduced -
shall be retiredt’{ind Quota owner paid $4.00 per pound for lost quota. If quota is
reduced belaw 50% of the 1996 basic quota, (he remaining quota is immediately
retired and quota owner paid at $4.00 per pouny. | i

{0 cover transition payments and q da

68.5 billion dollar settlement agreem S R
It is antlcipated that S.5 billion dollars should be allocated for flue-cure

d tobacco to
. cover the 8-year transition paymeats and quota retirement.
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Tobheccd NUCT/  BURLEY TOBACCO

EZ
JOHN BELL

3520 Paris Rd., Georgetown, KY 40324

KY-C Baesl ' -
- Congressman Baesler .
Grower \/’6/7/)/ .

MIKE BURCHETT (?L/( I -

Rt. 3 Box 117, Benton, KY 42025
KY - Congressman Whitfield : OM/
Grower ()a Cb B

DA PPELL

Rt. 2, Owenton, KY 40359
Tel: (502) 484-5387

KY - Congressman Bunning
Grower

RICHARD FELLOWS

Rt. 1, 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, Halltown Rd., Hartsville, TN 37074
Tel: (615) 374-2794

TN - Congressman Gordon
Warehouseperson
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MS, PAT HORBACK

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. BORTHICK

5566 Hwy 431 North, Springfield, TN 37172

Tel: (615) 384-7695

TN - Congressman Clement

Grower/Dark Tobacco Grower/Warehouseperson

MARK PASCALL

Rt. 4, Box 122, Murray, KY 42071
Tel: (705) 753-5265

KY - Congressman Whitfield
Grower/Dark Tabacco Grower
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CAMPAIGN for TOBAZO-FREE Kidls

NATIONAL CENTER FOR TOBACCO-FREE KIDS

— Facsimile Transmission
/ | % - Numper of pages:
TO: l@/\ Ul/l./) ' / n // {( 0
| L _ \ gw’ Q \
FROM: % g\@g\" \@./ v
| S éL \9
DATE Vel V%
ol

SUBJECT:

1707 L Strest, NW Suite 860 Washingten, DC 20036.
Phene (202) 2¢6-5463 Fax (202) 2c8-5427
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CAMPAIGN for TOBACCO-FREE

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 nurnerous
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 rerterate 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 continuation of supply limiting program.

That a tobacco control program which limits supply and which sets
minimum purchase price is in the best interest of the public health
community 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 cornmitted to the
principles outlined in them including maintenance of 2 supply limiting tobacco program.

NATIONAL CENTER FOR TOBACCO-FREE KIDS
1707 L STREET, NW =« SUITE 800 ® WASHINGTON, DC 20036
PHONE (202) 296-5469 » FAX (202) 296-5427

e/ o
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I hope this helps clarifies our position. If ] can be of any further assistance please feel free
to contact me.

Senior Policy Consultant
Campaign for Tobacco Free Kids
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WHY SOME SORT OF TOBACCO PROGRAM IS SUPPORTED BY
THE PUBLIC HEALTH COMMUNITY

On March 16th, public health organizations and tobacco producers released a set of core
principles. These principles are designed to identify areas of common ground, where
tobacco producers and health groups have reached an understanding and consensus. One
of the principles recognizes that there should be some type of program retained in the
future that limits supply, stabilizes prices, and establishes health, safety and other qualiry
controls. The core principle speaks of “2” program not “the” program. This is an
important distinction and reflects the position of the public health community that while a
some sort of stabilizing control program is important to the welfare of current tobacco
growers and their communities, it must be one that will meet the needs of the future, not

. preserving the “status quo” of the past. Some questions have been raised as to the reasons
why the public health community has taken such a position. This backgrounder is
designed to provide some answers,

* First and foremost the public health commumity (and well as the tobacco producers)
believes that the federal government should not continue to find 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 national legislation significant economic development
funds that will allow these tobacco dependent communities the opportunities to
restructure their economic structures and maintain economic viability into the 21st
century. As with efforts to reduce consumption of tobacco products we know that
things cannot and will not change overnight in the producton 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
substituted 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 of a program will
stabilize these tobacco producing communities as change takes place. Legitimate
concerns have raised that in the absence pf some sort of program that tobacco
production may in fact increase, that tobacco will be grown in other states that
presently do not produce tobacco, that the tobacco companies and the tobacco leaf
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dealers will gain control over the production and move to contract production,
keeping tobacco farmers and their communities at risk.

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

And finally, this provision of the core principles must be looked at from the context
of the entire document. Tobacco producers have committed themselves to extensive
and effective public health efforts that will if mplemented significantly reduce the .
- use and consumption of tobacco products. They are willing to accept such declines
but ask that we help assure some stability for their communities as changes take
place.
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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 (sone 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 BureawTobacco Growers Association

NANCY STRADER

914 Dickerson Rd, Ruffin, 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
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HOWARD R

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)
Family 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 BureawTobacco Growers Association

AMY DALRYMPLE

625 Dalrymple Farm Road, Sanford, N.C. 27330

Tel: (910) 258-6695

White Female - Mid 30's

Grows 150 acres of Flue Cured Tobacco (some owned and some rented)
Family operation

School Teacher/Farm Bureaw/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

BRUCE FLYE K~

P.O. Box 159, Battleboro, N.C. 27809

Tel: (919) 446-9694

Owns and operates a family tobacco farm with a son
President of Flue Cured Tobacco Stabilization Corp.
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DONALD SMART

6827 Rushfork RD, Clyde, N.C. 28721

Tel: (704) 456-3061

White Male - Late 40's

Grows 40 acres of Burley Tabacco (some owned and some rented)
Family operation '

Farm BureawTobacco Growers Association

WILLIE ARMSTRONG

8673 Orchard Road, Elm City, N.C. 27822

Tel: (919) 236-4989

Black Male - Mid 50'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/Farn Bureau

JAKE PRICE

5370 NC 111 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 BureawTobacco Growers Association
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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
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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/WWHO/EOP on 02/03/98 03:58 PM

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.). | 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. | 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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STATEMENT OF SCOTT D. BALLIN
SENIOR POLICY CONSULTANT

on behalf of
THE NATIONAL CENTER FOR TOBACCO- FREE KIDS
Before the

SENATE COMMITTEE ON AGRICULTURE, NUTRITION,
AND FORESTRY

Concerning
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Mr. Chairman and members of the Commuittee, I am Scott D. Ballin, a
Senior Policy Consultant with the National Center for Tobacco Free Kids,
an organization compnsed 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 diligently 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 1s
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 they 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 farm 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
between a rock and a hard place and have been used as pawns by the
tobacco companies. Probably more than anyone ¢lse they have had little in
the way of choices or alternatives.The reality is that when it comes to profits
made off tobacco, the farmer is at the bottom of the list getting 3-5% while
the tobacco companies are profiting somewhere in the range of 40-60%.

Today Mr. Chairman we come to ask, that with your leadership and the
leadership of this Committee, we embark on a road of change that will give
the tobacco farming communities in this country the opportunity to reduce
their dependence on tobacco while at the same time ensuring them of the
economic stability that they will need in an environment in which fewer and



. SEP-B9-97 15:23 FROM: TOBACCO-FREE KIDS I1D:208223b542/7 AL =7 109

fewer people use tobacco. I hope also that we have seen the last of the days
when the tobacco companies “disinformation campaigns” have been used to
frighten and scare the farmers 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 descnibe as the “ tobacco
paradox”. We are a couniry 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 1ssue”, that every day over
1,000 people die due to tobacco and that each day 3,000 children take up
this deadly addictive habat.

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 the 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
health of this nation’s children— including their children. This is being done
not only from the national level but more importantly 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 of the 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
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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 the record.

While we are optimistic that we can in fact over the next several decades
begin to look at ways of rebuilding the economic mfrastructures
(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 that a mere buyout will do little in the way of ensuring that the
funds are reinvested into the community and that while a buyout would
benefit the allotment holder, it will do nothing for the 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 of the 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
community, 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 thing that many felt they had
left. What also struck me Mr. Chairman was that like all of the other
businesses before that had folded in their communities over decades that
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 this nation’s history, such as the blacksmith
who lost his livelihood because of the automobile, or the candle industry
who saw their decline because of the 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 communities as changes are made.

-7 1
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We believe Mr. Chairman that with or with out a settlement the time is
ripe for taking opportunities to make a real difference if 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 commumties 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 them growing tobacco is
not the solution, not if we truly want to see these communities prosper in to
the 21¥ century. 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 systematically 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 the 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 settlement. 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 if
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

/7 10
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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 of the 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 of the 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 surrounding 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:

e undertake a thorough review of the tobacco program

o undertake a thorough review that tobacco production has played and is
playing in tobacco growing states, focusing on the major six states

e 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 international 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 alternatives to growing tobacco and or other uses for tobacco

e 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 farmers 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:

e 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.

e Yet when asked to what extent the farmers mterviewed were interested
in trying other on-farm activities and alternatives to supplement their
tobacco income 60 % indicated that they were interested. Approximately
40% said they were not.

e 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

o9/ 190
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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%).

o 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.

o When asked if they would recommend to their children that they should
continue growing tobacco 1n the future, approximately 60% said they
would while 34 % indicated that they would not.

o 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.

e Over three quarters of the farmers interviewed believe that the
elimination of the tobacco program poses risks to tobacco farmers and
tobacco farming communities.

o 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.

e 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

~ 7
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solutions as there are problems. We have to make an effort to sort these
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 of the 25 year settlement 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 econormnic
development fund. 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 funded 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 settlement the public health community has long supported
and continues to support an earmarking of a portion of a 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 of the public health community and many other organizations who
have expressed an interest in this issue as an expert on the complexities of
the issues. ] 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 farming communities in this country and let the future
determine their fate. But, as public health organizations and religious and
other organizations that have the interests of “people” at stake we cannot
and should not ignore the farmer. They are not the ones who deceived the
public, they are not the ones who targeted our children, they 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 that 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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. Summary of Polling oen Farmers and the Settlement

Methods

A random telephone survey of 1,000 respondents was conductéd August 15-17, |
~ 1997. We asked three questions (see attached) regardmg help for tobacco
farmers from setilement funds.

Awareness of Settlement Provisions Re: Farmers'

e A slim majority (53%) of Americans correctly believe that the setfement does
not provide any money to help farmers 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 setiement does not provide funds for
farmers. As with the total sampie, about a third of each group does not know
whether farmers receive funds from the seftlement.

Opinion on Whether Farmers Should Receive Help

« Opinions are evenly divided on whether farmers should receive money from -
the settlement. 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 setttement funds for farmers or don’t know.

%

Favor (Net) 34%
Strongly Favor 14%
Somewhat Favor - 20%
Neither Favor nor Oppose/Don't Know 25%
Oppose (Net) ) 37%
Somewhat Oppose 1%
Strongly Oppose 26%
“{Number of Respondents) 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 settiement to help tobacco
fammers. 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 undecided (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 (o'ider than 65) respondent-s (51 %) were very unlikely to
o favor help for fammers, and the youngest (younger than 25) were also . .
LT - relatively less likely (29%): 10 favor help for the farrners T

Type of Help That Should be Provided

» All respondents, even those opposing help for farmers from the settilement,
were asked what form the help should take 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 farming as sources of income.
Just 11 percent said it should be used to help ensure that farmers continye to
grow tobacco profitably. Seven percent volunteered that it should not be
used for either type of program, while less than one percent volunteered that
it should be used for both. Five percent of the respondents said they did not
which type of program should be supported.

e Though not as strongly as those in cther states, respondents in the six
largest tobacco growing states preferred programs encouraging altematives
to tobacco (69%) to those helping farmers to continue growing tobacco
(21%). In other states, programs for altemnatives to tobacco were prefered
by 78 percent, while 9 percent preferred programs to help farmers continue to
grow tobacco.

e Among those who favor using money from the settfement 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 tobacce profitably.
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SURVEY QUESTIONS

Recently, several states suing the tobacco industry reached an agreement with
the industry that would settie the lawsuits against the industry and provide socme
immunity from future lawsuits. In retumn, 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 legisiation
to enact it into law. '

1. To the best of your knowledge, does the proposed ag}eément provide any
money to heip tobacco farmers who might be affected by decreases in
tobacco sales that result from the agreement.

_'Yes - R . . - - . ._ _-. o . _—_ - L - __
No T
Don't Know

" 2. What is your opinion of using money from the settlement to help tobacco
farmers affected by decreases in tobacco sales. Do you strongly favor,
somewhat favor, neither favor nor oppose, somewhat cppose, or strongly
oppose using settlement funds to help tobacco farmers? .

Strongly Favor

Somewhat Favor

Neither Favor Nor Oppose
Somewhat Oppose
Strongly Oppose

3. If money were used to aid tobacco farmers, which of the following types of
programs should be supported.

Randomize

Programs to help ensure that farmers continue to grow tobacco profitably,
OR

Programs to encourage and help farmers develop aitematives to tobacco
famming as sources of income.

Do Not Read
.~ Both types of programs

Netther Type
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Resolution of Mutual Understanding Between

Orsanizations and Individuals Interested in Working
Cooperatively to Reduce Tobacco Use While 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 working cooperatively to meet both the
public health objectives as well as ensuring economic stability in tobacco
growing states,

Whereas the public health community will actively work for providing tobacco
producing communities viable economic options for diversification as welt
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 it Resolved that 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 internationally as
well as developing, and providing tobacco growing communities with new
opportunities that give farmers options for ensuring future economic stability 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 Network (CBN)
Washington I[nstitute
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 Easten Region _
ATS 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 Sustainabie 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
Cumberiand River. Regional Prevention Center
Cumberand Valley District Health Department
Diocese of Covington

Eastern Kentucky University Department of Psychology
Fivco District Health Department

Floyd County Health Department

Franklin County Heaith Depariment

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 Assaciation

Kentucky Hospital Association

Kentucky Pharmacists Association

Kentucky Public Health Association

Kentucky River District Health Department

Kentucky River Regional Prevention Center

AL
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Kentucky School Boards Association

Lake Cumberland District Health Depariment
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,Regional Prevention Center
Northem Kentucky District Health Department

Oldham County Heaith Department

Pennyrile District Health Department

Prevention Research Institute

Professional Consultant Associates Danvilie, Richmond
Resolutians, regional Prevention Center - -
Rockeastie County Health Department

Saint Joseph Hospital

Seven Courity Services ) - . -
The Adanta Group, Regional Prevention Center T
University of Kentucky, Center for Prevention Research
University of Kentucky, Department of Family Practice
University of Kentucky, Puimonary Division

University of Louisville College of Medicine

Veterans Administration Medical Center

Western Kentucky Regional Prevention Center

Westermn Kentucky University School of Public Health

As of September 10,1997
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IF CONGRESS and the President agree to any global settlement with the
tobacco industry, farmers must be among the beneficiaries of the settlement.
Otherwise, as Sen. Wendell Ford said last month when members of Congress
attacked tobacco on another front, ''farmers go out of business, and whole
communities in the South die.'!

That is not the result the attorneys general were seeking when they began
their negotiations with tobacco companies last spring. Yet, when they finished
their work earlier this summer, the farmers had been left out. That first-draft
agreement contained provisions for compensating smokers and state health-care
budgets, but not a dime had been set aside to help tobacco states make the
transition to a new economy.

‘

Sens. Ford and Mitch McConnell have done every Kentuckian a favor by drafting
a proposal that would give farmers and farm communities up to $ 17.2 billion in
aid over the next 25 years. Emissaries for both men emphasize that the proposal
at this point is just a draft - that whatever document exists today will be out
of date tomorrow.

" But there is a philosophy that is central to the document that doesn't seem
likely to change, and that philosophy concerns us. The goal of the senators -
and of the farm organizations that have been working with them - seems to be to
preserve what tobacco farmers have right now.

Instead, the priority should be to use this opportunity for an economic
windfall to wean Kentucky from its dependence on tobacco and to move our
agricultural economy to a more secure future.

That's not to say farmers will not, at some point, need cash help. But the
senators are in danger of creating a new entitlement program when they propose
that farmers be guaranteed the income they received from their tobacco crops in
1996 for the next 25 years.

That pretty much eliminates the incentive to try something new, or to prepare
for the day 25 years from now when the entitlement disappears.

*

The senators would set aside $ 500 million a year to give farmers a
guaranteed income. Meantime, only $ 50 million would be set aside for grants to
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agricultural organizations for pilot projects to help farmers diversify.

If Sens. McConnell and Ford have their way, another $ 250 million would go to
the states annually for job development in tobacco counties, but, as Amy Barkley
of the Ccalition for Health and Agriculture Development says, ''What our rural
communities need more than more underwear factories is a plan for preserving the
family farm.''

Yet what we're seeing in the Kentucky senators' plan and what we're hearing
from other members of tobacco state delegations is that their priority is to
hold onto the tobacco program a little longer.

As Rep. Scotty Baesler recently told Courier-Journal reporter Mike Brown, his
goal was ''to make sure the (tobacco) program is solid, the price is solid, the
quota is stable.'' Where's a vision of the future in that?

A lot of folks are reluctant to oppose the senators' approach, especially
since the money to fund this new entitlement program wouldn't come from
taxpayers but from the tobacco industry itself.

¢

But Kentucky's farm communities probably will never get another infusion of

meney like this, so choices on how to spend it must be made carefully.

And there should be no rush to decide, as former FDA chief David Kessler and
former Surgeon General C. Everett Koop have pointed out. They are advocating
that a commission address the issue of what help tobacco-growing communities
will need, then report back to Congress and President Clinton.

''For farmers, the sky is not falling,'' points out Scott Ballin, a senior
policy consultant to the Campaign for Tobacco Free Kids. ''Decisions on how to
appropriate the money don't need to be made overnight.''!

There is no agreement on a settlement at this time, and if one eventually is
reached, it will be years before the FDA decides what form regulation should
take. It will be more time still before those regulations have an impact.

This pot of money that Sens. McConnell and Ford want to deliver to Kentucky
represents a unique opportunity for farm communities. Taking full advantage of
it will require some truly innovative thinking. Unfortunately, that is absent
from the plan so far.

LANGUAGE: English

LOAD-DATE: August 19, 1997
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IF CONGRESS and the President agree to any global settlement with the
tobacco industry, farmers must be among the beneficiaries of the settlement.
Otherwise, as Sen. Wendell Ford said last month when members of Congress
attacked tobacco on another front, ''farmers go out of business, and whole
communities in the South die.'’

That is not the result the attorneys general were seeking when they began
their negotiations with tobacco companies last spring. Yet, when they finished
their work earlier this summer, the farmers had been left out. That first-draft
agreement contained provisions for compensating smokers and state health-care
budgets, but not a dime had been set aside to help tobacco states make the
transition to a new economy.

L}

Sens. Ford and Mitch McConnell have done every Kentuckian a favor by drafting
a proposal that would give farmers and farm communities up to $ 17.2 billion in
aid over the next 25 years. Emissaries for both men emphasize that the proposal
at this point is just a draft - that whatever document exists today will be out
of date tomorrow.

But there is a philosophy that is central to the document that doesn't seem
likely to change, and that philosophy concerns us. The goal of the senators -
and of the farm organizations that have been working with them - seems to be to
preserve what tobacco farmers have right now.

Instead, the priority should be to use this opportunity for an economic
windfall to wean Kentucky from its dependence on tobacco-and to move our
agricultural economy to a more secure future.

That's not to say farmers will not, at some point, need cash help. But the
senators are in danger of creating a new entitlement program when they propose
that farmers be guaranteed the income they received from their tobacco crops in
1996 for the next 25 years.

- \

That pretty much eliminates the incentive to try something new, or to prepare
for the day 25 years from now when the entitlement disappears.

The senators would set aside $ 500 million a year to give farmers a
guaranteed income. Meantime, only $ 50 million would be set aside for grants to
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agricultural organizations for pilot projects to help farmers diversify.

If Sens. McConnell and Ford have their way, another $ 250 million would go to
the states annually for job development in tobacco counties, but, as Amy Barkley
of the Coalition for Health and Agriculture Development says, ''What our rural
communities need more than more underwear factories is a plan for preserving the
family farm.''

Yet what we're seeing in the Kentucky senators' plan and what we're hearing
from other members of tobacco state delegations is that their priority is to
hold onto the tobacco program a little longer.

As Rep. Scotty Baesler recently told Courier-Journal reporter Mike Brown, his
goal was '‘'to make sure the (tobacco) program is solid, the price is solid, the
quota is stable.'' Where's a vision of the future in that?

A lot of folks are reluctant to oppose the senators' approach, especially
since the money to fund this new entitlement program wouldn't come from
taxpayers but from the tobacco industry itself.

4

But Kentucky's farm communities probably will never get another infusion of

money like this, so choices on how to spend it must be made carefully.

And there should be no rush to decide, as former FDA chief David Kessler and
former Surgeon General C. Everett Koop have pointed out. They are advocating
that a commission address the issue of what help tobacco-growing communities
will need, then report back to Congress and President Clinton.

'*For farmers, the sky is not falling,'' points out Scott Ballin, a senior
policy consultant to the Campaign for Tobacco Free Kids. ''Decisions on how to
appropriate the money don't need to be made overnight.''

There is no agreement on a settlement at this time, and if one eventually is
reached, it will be years before the FDA decides what form regulation should
take. It will be more time still before those regulations have an impact.

This pot of money that Sens. McConnell and Ford want to deliver to Kentucky
represents a unique opportunity for farm communities. Taking full advantage of
it will require some truly innovative thinking. Unfortunately, that is absent
from the plan so far.
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The proposed tobacco settlement could run into serious roadblocks in Congress
unless steps are taken to protect tobacco farmers, members and political
observers alike agree.

In fact, Rep. Jim Bunning, R-Southgate, is adamant about it.
4

"Until we can get that, I don't think we can get any kind of settlement
through Congress," Mr. Bunning said. "I don't think the settlement's got a
chance unless the tobacco states are for it."

/

When asked whether Republican leaders such as House Speaker Newt Gingrich and
Senate Majority Leader Trent Lott supported doing something for tobacco
farmers, Mr. Bunning said, "Absolutely. They are going to protect the growers
more than anyone else."

Mr. Bunning's comments come as Sens. Wendell Ford, D-Owensboro, and Mitch
McConnell, R-Louisville, continue talking to farmers and working on proposed
legislation that's designed to protect growers from some of the disruptions that
the $ 368 billion settlement could cause for the industry.

Mr. Bunning said the Ford-McConnell product is "probably going to be a
rallying bill for all of the Kentucky delegation."

Mr. Ford's office said Friday the senator is confident there will be plenty
of support in Congress - and among anti-tobacco factions with an interest in the
settlement - for protecting tobacco farmers in Kentucky and other states.

"The senator has expressed his concerns about the farmers being taken care of
to a variety of factions. He feels his message is being heard. He feels most
groups also agree that the farmer has to be taken care of," said Ford staffer
Meg Conlon.

Sarah Binder{ a political analyst at the Brookings Institute, said she can
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easily envision scenarios where farm-state members could block the settlement in
the Senate unless they thought their constituents were protected.

Senate rules make it far easier than in the House for a small number of
members to hold up legislation.

She cited North Carolina Republicans Jesse Helms and Lauch Faircloth as among
those most likely to raise a protest against the settlement, although Mr. Ford
and Mr. McConnell have made their intentions well-known.

"Their ability to obstruct the Senate would make it easier to ensure a
package for farmers would be included," Ms. Binder said of tobacco-state
senators.

Different tactics in House

In the House, however, much would depend on how votes on the settlement are
structured. If relief for tobacco farmers is a stand-alone amendment, t&bacco-
state members may have a harder time, she said.

A spokesman for Mississippi Attorney General Mike Moore, a central figure in
the tobacco settlement, said Mr. Moore expected lawmakers would want to do
something for farmers.

"We assumed all along that in the congressional process, the farmers would
become part of the debate," said Trey Bobinger, assistant attorney general in
Mississippi. "We have no objection to the farmers having input into the
congressional process."

Mr. Bobinger said farmers were not part of the settlement negotiations
because they were not one of the named parties in the litigation that led to the
agreement.

"If anyone should have represented the farmers, it seems the tobacco industry
should have - protecting their source," he said.

When asked whether Mr. Moore would object to something's being done for
farmers, Mr. Bobinger said, "We are going to defer to Congress on that issue."

Vote long way off '
Ms. Binder, the Brookings political analyst, said the settlement is one
instance where tobacco farmers and the industry may have different goals. "I

don't think their interests are necessarily entirely aligned," she said.

Mr. Bunning said he doubts Congress will finish work on the settlement in
1997. "But that doesn't mean it can't get done in the 105th (Congress)," he
said.

Mr. Bunning added: "I don't see it's got an excellent chance of passing as it
is, even if there is protection (for farmers). It is a hodgepodge of a lot of
things right now." .
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TO:

MEMORANDUM

TOM FREEDMAN, MARY SMITH

FROM: JULIE MIKUTA

RE: TOBACCO NEGOTIATIONS ON BEHALF OF PRODUCERS
DATE: AUGUST 19, 1997
THE NEGOTIATIONS

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

J& JZM \;\[ 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.

l.

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.

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
$4.00/1b 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.

Quota Compensation if all quota is retired: After 8 years, 50% of the 1996 quota will have
been ‘retired’ (i.e. 6.25% of the 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% of the 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.

L 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).

IL. TOBACCO PRODUCTION STATISTICS

. Cigarettes account for 90% of the 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 1992. 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 Warner study] '



III.

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 of a 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.

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 annual exports for the 3 previous years; and the amount 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 governing 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 of the Uruguay 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. :

\

The OBRA of 1990 imposed an assessment of 0.5% of the 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



IV.

V.

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.

EXPECTED EFFECTS OF THE SETTLEMENT ON GROWERS

The USDA currently does not forecast adverse affects on tobacco farmers; while ?Y(
domestic demand may decrease from the deal, export demand is growing

Based on a short run 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)

If the Settlement reduces underage consumption by 30% by the 5th year, the result will be
a decline of 5.7 to 9.2 million 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.

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 funds 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 annually.

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 should 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 future 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 contract between the
companies and the farmers will be incorporated into the language of the 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 government.

4. Crop insurance. Manufacturers will agree to assume all of the federal government’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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Prcsident Clinton’s Plan for Confprehensive Tobacco Legislation
- to.Protect America’s Children

f ‘,

Today, President Clinton challenged Congress to pass sweeping tobacco legislation to
reduce teen tobacco use significantly. The President announced that he will invite Congressional
leaders in botls parties to the White House, in the coming weeks to launch a bipartisan effort to
enact federal thbacco lcg_islatibn. That legislation will build on the extraordinary efforts of the
nation’s attorneys general, who helped create an historic opportunity for progress in reducing
smoking, especially bﬂyouth.; '

H .
A_‘ In August 1996, the Clinton Administration announced a landmark rule by the Food and
Drug

Administration to prc}t&clt children from the harm caused by tobacco products, which was
upheld by a federal judge in North Carolina earlier this year. Those victories for the public
health, along with the aggresgive efforts of the attorneys general and leaders of the public health
community, drove the tobac "5, sompanies to the bargaining table and extracted concessions that

would have been unimaginablefjust a short time ago.

Since a proposed nétipnal settlement was announced June 20, the Administration -- led
by Vice President Gore, Secretary of Uealth and Human Services Donna Shalala, and Domestic
Policy Advisor Bruce Reed -- has been working with the public health community, the attomeys
general, members of Congrcssﬁbacco farmers, and others to develop a comprehensive tobacco
policy. s ‘ o
Today, the Preside&?mounced five key elements that must be at the heart of any
national tobacco legislation:

1. A Comprehensive Plan to Reduce Tcen 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 ri‘ducc teen smoking. The Administration is calling for:

é

. Tough Penalties and Price Increases to Reduce Teen Smoking: The
Administration believes tobacco legislation must include stiff penalties that give
the tobacco industry the strongest possiblé incentive to stop targeting kids.
Legislation shou}d 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 copnpanies accountable to meet those targets. The Administration
supports penalties that are non-deductible, uncapped, and escalating -- so that the
penalties get stiffer and the price goes'up the more that companies miss the
targets. Reducing youth smoking is the Administration’s bottom line, and now it
mui.t be'the industry’s bottom line. -

S T



Transition Payments Based on Decreasing Quota

Baseline of 6 cents per year
$0.00
$0.06
$0.12
$0.18
$0.24
$0.30
$0.36
$0.42

TOTAL COST OVER 8 YEARS
Dollars in billion

Transition Payments

Quota Payments

Cost of Retining all Quota in 8yrs
Total Cost of Payments

ANNUAL COST PER YEAR
For quota payments and
transition payments:

For quota payments, transition
payments, and retiring all quota
after 8 years

Transition Payment |

Year Quota (in millions)
1998 873 $52.38
1999 818.44 $98.21
2000 767.28 $138.11
2001 719.33 $172.64
2002 674.38 $202.31
2003 632.23 $227.60
2004 592.73 $248.95
2005 555.69 $266.73

Total $1,406.94
$1,406.94 $1,406.94
$1,408.12 $1,408.12
$2,083.84

$4,898.90 $2,815.06

$351.88 million per year

$612.36 million per year




" @9-@8-1997 15:06

R

Ned) pe

Vtﬁdji PROPOSAL - NEGOTIATED TOBACCO SETTLEMENT

—’

eva“ BURLEY TOBACCO GROWERE COOPERATIVE ASSOCIATION

SUMMARY OF FARMER PROPOBAL

I. Legislative Initiative

e Creation of Tobacco Community Revitalization Fund

e Funding MUST come from existing $368.5 billion in
tobacco settlement

e« Fund will pay for:
Costs Incidental to the Tobacco Program

Up to $500 million annually for Farmer Supplemental
payments

Up to $100 million annually for displaced tobacco
industry workers

Up to $100 million annually in agricultural
development grants

Up to $200 million annually in rural economic
development grants

e Immunity for Farmers
e Authority for Tobacco Program changes

e Private Property Rights protection if FDA phases out
nicotine

II. Non-leqgislative Initiative

e Side Agreement on Purchase Intentions
» Side Agreement on 1994 Buyout

e Side Agreement on Loan Stocks

09/08/97 15:05 TX/RX NO. 1850 P.009
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August 13, 1997
TOBACCO COMMIINITY PROTECTION INITIATIVES
I. LEGISLATIVE INITIATIVE

A. CREATION OF TOBACCO COMMUNITY REVITALIZATION FUND

e Funding: Over the first 8 years of the agreement,
one-half of the unallocated amount in the tobacco
gsettlement under the heading “Public Health Trust”
will be contributed into the Tobacco Community
Revitalization Fund (for an 8 year total of $12.5
billion); in addition, the unallocated portion of
the “Public Health Funds” amount in the tobacco
settlement will be contributed into the Tobacco
Community Revitalization Fund ($175 million in
yearg 5 through 11, and $250 million annually
thereafter). In total, leas than 5 percent of the
$368.5 billion will be earmarked for the Fund.

e Spending Authority: The Tobacco Community
Revitalization Fund will be administered by the
Department of Agriculture, advised by a producer
Board of Directors. Up to $1 billion may be spent
annually, and this amount will not be subject to
appropriations. The Fund will be used for the
following purposes:

0 Costs Incidental to the Tobacco Program: The
Fund will cover administrative costs, crop
insurance, cooperative extension service costs
relative to tobacco, grading costs, tobacco
marketing assessments, and loan association
administrative costs, all of which will be
calculated annually by the Secretary of
Agriculture. Program would remain a function
of USDA at 2ero dost.

09/08/97 15:05 TX/RX NO.1850 P.010




' @9-08-1997 15:06

0

Farmer Supplemental Payments: The Secretary
shall make Farmer Supplemental Payments for a
period of 25 years. Payments whlch will not
excead $500 million in any calendar year, nor
will they exceed within any state the share of
$500 million which corresponds to the share of
1996 national tobacco income for such state.
Payments will be make to active tobacco
producers whose income in any given year from
the production of tobacco is less than thelr
1996 income from tobacco production. Total
payments will be limited to an amount egual 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 gquota, but in no case
will total payments to all producers exceed the
aggregate limitations on payments to growers
for such state.

Benefits for Displaced Tobacco Industry
Workers: Up to $100 million annually will be
available to provide benefits to displaced
workers for a periocd of 25 years. The benefilts
program will be modeled after section 3161
benefits available for displaced defense
industry workers.

Agricultural Developmaent Grants: $100 million
annually will be available for grants to
Agricultural Organizations for the purpose of
promoting, facilitating, and ensuring the
long-term viability of family farms in tobacco
growing communities. The grants may only be
used for projects that will facilitate the
production, harvesting, storing, curing,
transporting and/or marketing of local farm
produced commodities.

09,/08/97 15:05 TX/RX NO.1850 P.011




- @9-08-1997 15:07

¢ Rural Economic Development Grants: Of any

ramaining amcunts, but not to exceed 8250
million annually, grants will 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
develcpment initiatives. Any such initiative
must result in the direct creation of long-term
employment in such county.

IMMUNITY

Tobacco farmers, grower associations, and
warehouse employees will not be subiject to
liability for any failure by tobacco
manufacturers, distributors, or retailers to
comply with the terms of the tobacco settlement.

TOBACCO PROGRAM CHANGES

Purchase Intention Penalty: The penalty on
manufacturexrs for failing to purchase at least 90
percent of their atated annual purchase
intentions will be increased to a penalty rate
equal to 105% of the prior year market average
for such type of tobacco. Penalty payments will
be deposited into the Farmer Supplemental Payment
Fund and shall be in addition to $500 million
paid by manufacturers. Adijustments of the 90%
may be allowed on a pro rata basis should growers
fail to produce less than the basic quota.

PRIVATE PROPERTY RIGHTS

Growers to be paid by U.S. Government for property
{real property, equipment, quota, facilitieas)

condemnation by virtue of FDA or other requlatory
encroachment causing devaluation of said property.

09/08/97 15:05 TX/RX NO.1850 P.012
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II. 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 intentionz at 700
million pounds flue, 500 million pounds burley
will be required over the next 25 yearsa, with or
without the tobacco program,

B. COMPLETION OF BUYOUT AGREEMENT

* As elther (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, manufacturers will be
required to complete obligations under the 1994 -
buyout contracts.

C. PURCHASE OF LOAN STOCKS

s As elther (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,
manufacturers will be regquired to purchase all
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 to aid tobacco farmers
MIKE BROWN, The Courier-Journal

‘Hexe is~a summary ‘of-the séttlement Proposal drafted by the’ offlces ‘of” Sens. )
Wendel} Ford and MltCh McConnell :J

- Creation of a ''Tobacco Community Revitalization Fund'' administered by the
U.S. Department of Agriculture but not subject to the congressional
appropriation process.

The fund could spend up to $ 1 billion annually with the money coming out of
the $ 368.5 billion the tobacco companies have agreed to pay over 25 years to
settle outstanding lawsuits. The fund would:

- Cover costs related to the tobacco program that are now paid by the federal
government, including the cost of program administration, tobacco crop
insurance, extension service tobacco activities, and grading. .

- Make ''supplemental payments'' totaling up to $ 500 million a year for 25
years to active tobacco producers whose income from the crop in any year is less
than in 1996. A state's share of the $ 500 million would be limited by its share
of the nation's 1996 tobacco income.

- Pay up to $ 100 million a year in benefits to cigarette-factory workers who
lose their jobs, much as displaced defense-industry workers are now helped.

- Provide $§ 50 million a year in ''agricultural development grants'' to farm

groups to encourage the growing of so-called supplemental crops and for other
initiatives.

- Use any remaining money, up to $ 250 million a year, for ''rural economic
development grants'' to tobacco states to create long-term employment

opportunities in tobacco-growing communities.

- In addition to the fund, compensation for decreased property values if
nicotine levels are cut.

Property owners would be entitled to payments equal to the decline in the

LEXISNEXIS 7 LEXISNEXIS @ LEXIS-NEXIS

+G_A member of the Reed Elsevicr pic group

T™

-&A member of the Reed Elsevier ple group -C_{A member of the Reed Elsevier ple group



TOBACCO SETTLEMENT LEGISLATION
OFFERED BY REPRESENTATIVE SCOTTY BAESLER

1. Provisions for the future 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. Tobaceo quotas. Agree by confract with the manufacturers and the farmers that the buying
intentions will remain a1 a level equal 1o or exceeding the level st for 1997, which is 700 million

pounds for burley tobacco, and a8 the 1997 support price. This contract between the companies
and the farmers will be incorporgted into. the language of the legislation.

3. The federal program. The companies will agree by contract and lcgislation that they will pay
of the cost of the tobacco program incurred by the federal government.

4. Crop insurance. Manufscrurers will agree to assume all of the federal government's losses
related to the federal crop insurance program.

S. Domestic content. Requiring cigarerte companies 10 use up 1o 75 percent American-grown leaf
in their product. Current law sets the U.S. percentage at 75 percent.
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HEADLINE: Baesler reassures tobacco farmers
Settlement need not be a disaster, he tells them

BYLINE: AL CROSS, C-J Political Writer
SOURCE: STAFF
DATELINE: FRANKFORT, Ky.

BODY :
Farmers worried about the proposed tobacco settlement should see it as an

opportunity, not a calamity, 6th District U.S. Rep. Scotty Baesler of Lexington
said yesterday.

]
''I think this settlement will give us the opportunity to lock in the future
for the tobacco farmer,'' Baesler told the legislature's Tobacco Task Force.

But he told the lawmakers that Congress won't act on the settlement this
year, and in an interview he said Congress probably won't approve it in its
current form because both pro- and anti-tobacco forces are seeking changes.

Baesler also said he expects his fellow tobacco growers to get help from
President Clinton, who angered them by regulating nicotine as a drug - one of
the issues that makes the settlement dependent on congressional approval.

Meanwhile, representatives of 15 states and Puerto Rico met yesterday in
Indianapolis to discuss ways to divide the proposed $ 368 billion tobacco
settlement negotiated by tobacco manufacturers and attorneys general of the
states that had sued to recoup the cost of tobacco-related health care.

The deal has left tobacco growers ''very, very discouraged,'' Democratic Rep.
Tom McKee of Cynthiana told Baesler, a fellow grower. ''A lot of them think that
it's over, and I try to emphasize that I don't think it's over, and I think
you're telling us that.''

McKee said growers' apprehension about the future of their crop, andethis
year's bad weather, has been felt at Wal-Mart in Cynthiana, where the manager
told him, ''Business is terrible.''

''He said, 'We had a staff meeting this morning, and we concluded that it's
the uncertainty of the future of tobacco - and at this time we hadn't had any
rain - and the uncertainty of the size of the crop.' Farmers haven't spent
anything except what they have to.''

z
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Baesler replied, ''I am bullish on the tobacco market'' - so much that he
recently bought additional quota. ''I'm bullish on it because I think this

settlement will give us the opportunity to lock in the future for the tobacco
farmer.''

Baesler, a Democrat running for the U.S. Senate, repeated what has become an
article of faith for tobacco-state lawmakers - that no settlement will pass
without protection for growers, which could put an end to the congressional
battles over the government help they get.

In the interview, he said chances of the settlement's passing in its current
form are ''50-50 or less'' because anti-tobacco forces '‘'are really going after
it'' as inadequate. .

Just what protection growers will get is far from decided, partly because
different kinds of growers want different things.

Large North Carolina growers of flue-cured tobacco are interested in selling
their quotas as part of the settlement, but that has little appeal in Kentucky,
where burley farmers are more numerous but have smaller quotas and are more
interested in guaranteeing a stable market for their crops.

' 'Flue-cured growers could buy a Winnebago'' with a buyout check, while ''we
could maybe buy some gas to go in it,'' Danny McKinney, chief executive of the
Burley Tobacco Growers Cooperative Association, told the task force.

However, McKinney suggested that the growers would eventually find common

ground. He said four or five proposals have been floated and ''I don't see any
of us that far apart.''

Baesler said he and 14 other House Democrats from tobacco states have met
with Clinton administration officials to discuss ways to protect growers and
will make a proposal by the end of next month.

He said the plan is likely to resemble one offered by Kentucky Sens. Wendell
Ford and Mitch McConnell, which includes various economic guarantees for growers
and changes in the federal tobacco program.

Baesler said that - based on assurances from Agriculture Secretary Dan
Glickman, Health and Human Services Secretary Donna Shalala and Clinton's
domestic-policy director, Bruce Reed - he thinks Clinton will support such a
plan.

Clinton said when he issued the nicotine regulations almost a year ago that
those who favored them had an obligation to help farmers who would be hurt by
the regulations.

LANGUAGE: English
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fair market value of their tobacco-producing property if all three of tRe
following occurred:

- A drop in a grower's tobaccoproduction income to less than 60 percent of
the 1996 level.

- A drop in the fair market value of the tobacco-producing portion of the
property to less than 60 percent of the 1996 value.

- Implementation of a Food and Drug Administration rule reducing nicotine in
tobacco products.

The draft does not specify the source of the compensation.
- Changes in the tobacco program:

- A new referendum system for determining the rules on the sale, lease and
transfer of quotas and other aspects of production.

A petition by more than five percent of the active producers of a particular
type of tobacco in a state would be enough to force a vote, and the proposed
change would take effect if approved by a simple majority.

v

- Increased penalties on the cigarette companies for failure to meet at least
90 percent of their stated tobacco-buying intentions, with the money going into
the tobacco-community revitalization fund.

- Immunity for farmers, grower co-ops and warehouse employees from liability
if the tobacco manufacturers, distributors or retailers fail to comply with
terms of the deal.

- Non-legislative items to be worked out with the manufacturers:

- A requirement for the companies to buy a minimum amount of domestic tobacco
over 25 years.

- A requirement for them to complete their buyout of old surplus tobacco
agreed to in 1994, and to purchase all current surplus.

LANGUAGE: English
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HEADLINE: Tobacco farmer has defenders
Legislators promise good deal, or no deal

BYLINE: PAUL BARTON
SOURCE: Enquirer Washington Bureau
DATELINE: WASHINGTON

BODY:

The proposed tobacco settlement could run into serious roadblocks in Congress
unless steps are taken to protect tobacco farmers, members and political
observers alike agree.

In fact, Rep. Jim Bunning, R-Southgate, is adamant about it.
4
"Until we can get that, I don't think we can get any kind of settlement

through Congress," Mr. Bunning said. "I don't think the settlement's got a
chance unless the tobacco states are for it."

—
When asked whether Republican leaders such as House Speaker Newt Gingrich and

Senate Majority Leader Trent Lott supported doing something for tobacco

farmers, Mr. Bunning said, "Absolutely. They are going to protect the growers

more than anyone else.™"

Mr. Bunning's comments come as Sens. Wendell Ford, D-Owensboro, and Mitch
McConnell, R-Louisville, continue talking to farmers and working on proposed
legislation that's designed to protect growers from some of the disruptions that
the $§ 368 billion settlement could cause for the industry.

Mr. Bunning said the Ford-McConnell product is "probably going to be a
rallying bill for all of the Kentucky delegation."

Mr. Ford's office said Friday the senator is confident there will be plenty
of support in Congress - and among anti-tobacco factions with an interest in the
settlement - for protecting tobacco farmers in Kentucky and other states.

"The senator has expressed his concerns about the farmers being taken care of
to a variety of factions. He feels his message is being heard. He feels most

groups also agree that the farmer has to be taken care of," said Ford staffer
Meg Conlon.

Sarah Binder, a political analyst at the Brookings Institute, said she can
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easily envision scenarios where farm-state members could block the settlement in
the Senate unless they thought their constituents were protected.

Senate rules make it far easier than in the House for a small number of
members to hold up legislation.

She cited North Carolina Republicans Jesse Helms and Lauch Faircloth as among
those most likely to raise a protest against the settlement, although Mr. Ford
and Mr. McConnell have made their intentions well-known.

"Their ability to obstruct the Senate would make it easier to ensure a
package for farmers would be included," Ms. Binder said of tobacco-state
senators.

Different tactics in House

In the House, however, much would depend on how votes on the settlement are
structured. If relief for tobacco farmers is a stand-alone amendment, t&bacco-
state members may have a harder time, she said.

A spokesman for Mississippi Attorney General Mike Moore, a central figure in
the tobacco settlement, said Mr. Moore expected lawmakers would want to do
something for farmers.

"We assumed all along that in the congressional process, the farmers would
become part of the debate," said Trey Bobinger, assistant attorney general in
Mississippi. "We have no objection to the farmers having input into the
congressional process."

Mr. Bobinger said farmers were not part of the settlement negotiations
because they were not one of the named parties in the litigation that led to the
agreement.

"If anyone should have represented the farmers, it seems the tobacco industry
should have - protecting their source," he said.

When asked whether Mr. Moore would object to something's being done for
farmers, Mr. Bobinger said, "We are going to defer to Congress on that issue."

Vote long way off /
Ms. Binder, the Brookings political analyst, said the settlement is one
instance where tobacco farmers and the industry may have different goals. "I

don't think their interests are necessarily entirely aligned," she said.

Mr. Bunning said he doubts Congress will finish work on the settlement in
1997. "But that doesn't mean it can't get done in the 105th (Congress)," he
said.

Mr. Bunning added: "I don't see it's got an excellent chance of passing as it
is, even if there is protection (for farmers). It is a hodgepodge of a lot of

things right 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 of the Tobacco Belt, farm
group leaders said Tuesday, but they called on U.S. lawmakers to fight to keep the decades-old tobacco
program.

There 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 of the settlement. The program sets the minimum price for tobacco
and limits 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 Chambliss also pointed to the possibility of eventual loss of the program but
Scotty Baesler, Kentucky Democrat, said: *"The only way we'll lose the program is for us to destroy it"
by backing a substitute.

Wayne Dollar, president of the 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 rights to
end the tobacco program, compensation for lost sales but retention of the program, and privatization of
it.

The Kentucky 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 of the tobacco program. The Flue-Cured Tobacco Cooperative Stabilization
Corp, a grower group, backed compensation to farmers coupled with retention of the current program.

N

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 of the tobacco program, some economists say the program.
eventually would collapse due to shrinking U.S. tobacco use and the rising volume of foreign tobacco
used in making cigarettes.

Related News Categories: US Market News, options
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DISCUSSION DRAFT

DATE: 2/5/98
Principles:
A) Economic Development Payments: Provide resources to tobacco-growing
' communities to help them adjust to the economic impact any legislation
incorporating the terms of the 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% of the 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 of the program, crop
insurance, and extension service fees relating to tobacco. The companies would continue
to pay their share of the assessment for the no-net-cost fund 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
fund and their share of the tobacco marketing assessment, as required under existing law.

4

C) .- ‘Diéﬁéiéﬁéi%l’@ments: 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-Resolutic'm 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.”



D)

E)

DISCUSSION DRAFT
DATE: 2/5/98

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 of the Proposed Resolution, “base quota” would
be calculated by averaging the quotas for the 1996 through 1998 marketing years.

Every five years after enactment of the Proposed Resolution, excess quota would be
bought out from quota owners at $8/1b. and the “base quota” from which income

deficiency payments are calculated would be readjusted and reduced by the amount of the
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.

Payments contemplated by this proposal would be treated as all other payments
contemplated by the Proposed Resolution (pp. 34-35) (e.g., 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.

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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AMENDMENTS TO CHAIRMAN’S MARK TO S. 1415

McCain - Chairman’s mark to facilitate implementation of the
gettlement reached between Lhe Attorneys General of the
geveral States and manufacturers of tobacco products, and

for other purposes (dist. 3/30)].

McCain (Burng)- To assigt vending machine companies severely
affected by logt sales due to elimination of cigarette
vending machineos [e-mailed 3/31, 12:24pm).

Burng- To provide for the pcrmanent extensivn of income
averaging for farmers [e-mailed 3/31, 10:10am].

Burns- To ban the eale of tobacco products through the use
of vending machines and to compensate the owners and
operators of tobacco vending machines (with spending]
[e-mailed 3/31, 10:10am].

Burns- To ban the sale of tobacco producte through the use
of vending machines and to compensate the owners and
opezatore of tobacco vending machines{without spending)
[e-mailed 3/31, 10:i0am].

Burng- To transfer certain settlement proceeds to the Black
Lung Disability Trust Fund, and for other purposes.

Sorton- To provide equity by requiridg Indian tribes to
collect state taxes on tobacco [e-mailed 3/31, 1:33pm].

Gorton- 2nd amdt. re. Indian tribes [hc 3/31).

Hutchison- To maintain state funding for fhose states that
have separate settlements [e-mailed, 1:30pm].

Hutchison- To ensure that fupds distributed to gtates by
this Act are expended in accordance with astate law and
procegses. [e-mailed, 1:30pm].

Hutchiaon- To permit states that have reached separate

settlements with tobacco companies to opt in the global
settlement. (e-mailed, 1:30pm] .

Hutchison- To ensure that manufactureras who are compelled to
share technology with their competitors are compengated fair
market value for their property [e-mailed, 1:30pmj.
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Hutchison- 7o presexve limitation on liability independent
of penalties assessed for failure to reach smoking cessation
targets [e-mailed, 1:30pm] .

Butchison- To emsure that tobaceo manufacturers bound by
this act and meeting its Tequirements are not penalized for
legal challenges brought by parties not bound by this Act
fe-mailed, 1:30pm].

Hutchison- To ensure that Congress hac the ability to review
all regulations promulgated under this Act pursuant to itg
authority under the Congressional Review Act {e-mailed, 1:30
pm},

Butchison- To require that a determination of attorneys fees
by an arbitration panel under this Act offget any potential
State liability for attorneys’ fees (e-mailed, 3:02pm].

Soowe- To rodify provisions Telating to advertising and
marketing (e-mailed 3/31, 3:08pm] .

Snowe- Sense of the Senate that proveeds of this Act may be

used f?r purposgses [e-mailed 3/31, 2pm; replacement e-mailed,
7:50pm] . : .

Ashcroft- To delete all references to limitations of
liability in the Chairman’s mark (e-mailed 3/31, 12:31pm] .

suppliera of raw matcrials apd component parts for medical
devices [e-mailed 3/31, 1:02pmj..

Ashcroft- To provide unifoxrm standards for the awarding of
compensatory and punitive damages in a civil action against
2 volunteer or volunteer service organization, and for other
purposes [e-mailed 3/31. 1:01pm].

Ashcroft- To establish legal standards procedureg for
product liabiliey litigation [e-mailed 3/31, 1:01pm].

Frist- To establish a compliance bonus fund for states and
retailers (e-mailed 3/31, 1pm}.

Brownback- To provide for certain limitations on attornéys'
fees un?er any global tobacco settlement le-mailed 3/31,
12:14pm] .

Quud
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Hollings- To provide for the apportionment of the annual
payment [e-mailed 3/31, 12:59pm§?

Hollings- To strike subtitles A, B, and C of Title XI fhc,
3:32pm) . :

Inouye - To provide for the establishment of a Tobaceo
Asbestos Trust Fund (e-mailed 3/30].

Inouye - Amdt. to above amendment to provide for the
establishment of a Tobacco Asbestos Trust Fund {e-mailed
3/31, 7:24pm].

Rockefeller - Sense of the Senate amdt. - reimbursing the VA
for veterans’ tobacco-related illiness care and compensation
[e-mailed 3/31). : .

Rockefeller- Re. Part VII-Recovery of Compensation Costs tor
tobacco-related disability or death, Chapter 91-Tort
Liability for Disability or Death due to tobacco uge {hel .

KerTty- To increase the industry payments to ensure that the
payments are based on an average national retail price of a
pack of cigarzettes of $1.50 [e-mailed, 5:29pm] .

Kerry- To increase the per-pack cost of cigarettes and
reduce youth smoking [e-mailed, 5:11pm].

Rerry- (2nd) to increase the per-pack cost of cigarettes and
reduce youth suwking [(e-mailed, S:1ipm] .

¥erry- To provide funds for certain child care programs, for
asbestog-related injuries, aud for vending wmachine
manufacturers [e-mailed, 5:11pm].

Kerry- (2nd) to provide funds for certain child care
programs. (e-mailed, 5:29pm].

Kexry- (3rd) to provide for the use of funds for certain
child care programs {e-mailed, 5:11pm].

XKerry- (4th) to provide for the use of funds for child care
and child development [e-mailed, S:1llpm].

Xerry- To assist in meeting the youth tobacco use reduction
targets in this Act by strengthening the youth access
compliance requirements for States to ensure that youths do

not have access to tobacco products at retail outlets. [e-
mailed, S:1lpm).
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Rerry- Civil liability, Sec. 701 definitions.

Bryan- To strike provigions relating to credits for tort
liability f[e-mailed 3/31).

Dorgan (Rockefcllez) - Tu provide iiability limitations with
respect to government claims for tobacco-related costs
(rec’d hc, but wasn’t e-mailed...computer failure).

Dorgan- To permit States to opt out of the liability
limitations with respect to govermment claims for tobacco-
related costs [rec’d he, but wasa’t e-mailed. . .computes
failure].

Dorgan- To exclude punitive damage awards from the liability
limitation cap [rec’d hc, but wasn't e-mailed. . .computer
failure].

Dorgan- To strike the credit provision of the liability
title {e-mailed 1:31pm].

Dorgan: To strike rthe limited antitrust exemption [e-mailed
1:31pm].

Dorgan- To provide that the linitations on liability cease
to apply in any year in which the non-attainment percentage
exceeds 10% [e-mailed 1:31pm).

Dorgan- To disallow deductions for payments pursuant to
trust agreement {[rec’d hc, but wasn't e-mailed. ..computexr
failure].

Dorgan- To provide for the establishment and funding of a
National Institutes of Health Trust Fund for Health Regearch
{e-mailed 6:07pm].

Wyden- To strike provisions that permit States to opt out of
the requirements relating to involuntary expoaure to
environmental tobacco amoke [e-mailed 6:15pm]j .

Wyden- To modify provisions relating to required reductions
in the underage use of tobacco producta [e-mailed €:15pm] .

Ford - #1 -To reduce annual payment amounts to those “//
contained in June 20th agreement fe-mailed 6:10pm] .

- Ford ~ #2 - To reduce annual Payment amounts to those .¢//
contained in Clinton budget (e-mailed €:10pm] .

,){-Fbrd - #3 - To treat the sale tobacco products overseas in
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the same manner as the sale of medical devices overseas [e-
mailed 6:10pm].

Ford - #¢ - To limit FDA authority to ban “new” tobaceo
products to tlhuse making therapeutic claimg [e-mailed

6:10pm] . V////

Ford - #5 - To stremgthen the ban on FDA authority to
regulate farms (e-mailed 6:10pm] .

Pord - #6 - To give Congress more than 2 Years to act on FDA
banning nicotine in tobacco products {e-mailed 6:10pm]. V//

Ford - #7 - To expand international restrictions to all
devices, including thoge used by children [e-mailed 6:10pm] .
V

Yébxd - #8 - To strike ban on cigarette sales in duty-free 'J//

shops [e-majiled 6:10pm]. L//
Ford - #9 - To make lookback penalties tax deductible [e-
mailed 6:10pm]. . v/

Ford - #10 - To allow states longer period to opt out of
second-hand smoke provisions |e-mailed 6:10pm] .

Ford - #11 - To strike the mecond-hand smoke title, gince
the non-preemption [e-mailed 6:10pm] .

Ford - #12 - To provide funding to small businegses to
construct separately ventilated facilities [e-mailed
6:10pm] .

Ford - #13 - To clarify the meaning of an advertiwsing
industry lawguit [e-mailed 6:10pm] .

Ford - #14 - To strike brand-specific penalties, which
impose absurd penalties on manufacturers of brands with de
minimum youth market shares [e-mailed 6:10pm] .

Ford - #15 - To clarify chart on P- 103 to read “Required
percentage reduction as a percentage of base incidence
percentage in Underage Cigarette Use.® (e-mailed 6:10pm]

Ford - #16 - To clarify chart on P. 104 to read *"ReqQuired
percentage reduction as a percentage of baseg incidence
percen;age in Undoragce Smokeless Tobacco Use® (e-mailed
6:10pm

Ford - #17 - To allow statas to use grant money £oxr new
Synar enforcement requirements [e-mailed 6:10pm).

Ford - #18 - To strike broad powern to gue of new super
cowmission (p. 73-4; pp. 127-8) [e-mailed 6:10pm). '
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Ford - #19 - To ensure equitable treatment for small tobacco
companieg [e-mailed 6:10pm]). '

Ford - #20 - To add Secretary of Agricultre as Trustee of
Truat Fund [e-mailed 6:10pm] .

Ford - #21 - To adg tobacco farmer rspresontative as S5th
member of Trust Fund Advisory Board (e-majiled 6:10pm} .

Ford - #22 - To limit multiple labeling reQquirements in
countries with their own labeling requiremeuls [e-mailed
/| 6:10pm] . '

L-

(" Foxrd - #23 - strike Internatienal Policing provisions of
\ Title X1, subtitle A (e-mailed 6:10pm] .

Pord - #24 - To strike new criminal penalties (gac. 1103) J/
fe-mailed €:10pm].

Pord - #25 - To strike rewaqrd of criminal fine (sec. 1104)
[e-mailed 6:10pm].

Ford - #26 - To limit eligibility of Depository Board
Membera to objective criteria [e-mailed 6:10pm].

Foxd - #27 - To pay for creation of Depository out of
settlement funds {e-mailed 6:10pm] .

Ford -~ #28 - To apply existing penalties related to FDA in
the event of the unauthorized relsage of documents received
form the Depository [e-mailed 6:10pm] . \///

Ford - #29 - To strike “no previous offense” language for
exporters (e-mailed 6:10pm].

Ford - #30 - To strike sections 1144-5 creating new layer of
permits [e-mailed 6:10pm].

Ford - #31 - To strike requirement that military
installations charge lLighest poesible price [e-mailed
6:10pm) .

Ford - #32 - Remove language from Findings that stigmatizes
emokers [e-mailed 6:10pm) . '

Ford - #33 - Conform finding on Tobacco Farmers to retiect

that the bill will impact farmers and their communities [e-
mailed 6:10pm].

Pord - #34 - Prohibits actions that would raise the minimum
age to purchase and use tobacco products above the minimum
dge to purchase and use alcohol {e-mailed €:10pm).

Ford - #35 - To provide that the relief for violations of
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the “Involuntary Exposure to Tobacco Smoke® title be to
provide cuzrective action {e-mailed 6:10pm] .

Trbrd - #36 - To limit FDA authority overseas to the proper
| labeling of tobaccu products (e-mailed 6:10pmj.

Ford - #37 - To provide equal treatment for all products
made with child labor (e-mailed 6:10pm] .

Ford - #38 - To strike manufacturer licensing provisions [e-
mailed 6:10pm]. '

to the general fund and to such sume ac are' provided through

?ord - #39 - To limit funding for international initiatives
annual appropriations bills [e-mailed 6:10pmi.

Ford - #40 - To remove limitation on USTR'sg authozity teo
take action against discriminatory trade barriers [e-mailed
6:10pm} .

Pord - H41 - To delate provisione related to export
promotion and USIR authority (e-mailed 6:10pm] .

Ford - #42 7o deletw federal labeling requirements [e-
mailed 6:10pm].

Pord - #43 - Paderal labeling of tabacco producta for
domestic use and for export; pricing of tobaceo products on
military installations (e-mailed 6:10pm].
f\Fomd - #44'- To ensure that duty-free gales are governed by
i the same regulations as retail sales l[e-mailed 6:10pm] .
Ford - #45 - To limit “real” annual payments to $506 billion
over 25 years, as the legislation has been publicly
described [e-mailed 6:10pm] .

Pord - #46 - To limit “real* anmual payments to $506 billion
over 25 years, as the legislation has been publicly
described [e-wailed 6:10pm].

Ford - #47 - To éliminate requirements for black and white
tobacco packages [e-mailed 6:10pm] .



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. Toe 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 Government 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.

11
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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 already an authorization for appropriations in section 451(d).

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

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 subsection (d)(12) or (€)(9) of section 1021;

(2) section 1022 for industry payments for all costs of the 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.

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 Gall Gibson
HERALD{EADER WASHINGTON BUREAU
WASHINGTON — Sen. Mitch
McConnell said yesterday he will
back a plan to end the 60-year-old
tobacco price-support program, cre-
ating a histeric split between Ken-
tucky senators over tabacoo policy.
Then, in a related move, the
Senate’'s Republican leadership
opened last night's debate on
sweeping anti-smoking legislation

" with a |last-minute procedural

change putting that plan on equal
footing with Sen. Wendell Ford's
competing grower-protection pro-

Seemingly canght by surprise,
an angry Ford complained on the
Serate floor that the move was un-
fair. In effect, 1t rmakes it easter for
Sern. Richard Lugar to win Senate
approval for his grower 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, which has
kept prices for raw tcbacco high
and small farms active” for genera-
ons.

But McConnell said the pro-

s~ % See TOBACCO, A2
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TOBACCO: ‘This is
not a personal
thing’: McConnell
Frpm Page One -

gram is doomed in Washington, so growers
should act now to secure an $8-per-pound
buyout of their tobaoco allotments, 2s pro-
posed by Lugar, an Indiana Republican
and a devoted free-trade proponent. -

T reloctantly see the tobacco pro-
gram’s end. It's not by any means my first
choice.” said McConnell, R-Louisville. “But
it's a recognition on my part of the politi-
cal reality that s all around us to observe,
for even the most casual observer of this
issue.”.

McConnell's decision marks the first
time two Kentucky senators, regardless of
party affiliation, have split on any key to-

“T think it's time to get the hound dogs
out and see if we can find the senator
who's sopposed to be representing our t0-
bacco farmers,” Ford; D-Owensbore, said
yesterday afternoon. It was a reference to
McConnell’s first Senate race in 1984, when
he used hound dogs in a clever ad cam-
paign to contend that incumbent Democrat
Waiter D. Huddleston was too often miss-
ing in action.-

Lugar's plan-would pay farmers 88 per
pound to buy out their right to grow to-
bacco — known -as a “quota” — while
phasing out the price-support program

over thret yeas. 1t would mean ahout 5ns
billion for tobacco farmers and raral com-
munities. '

Ford's proposal, known as the LEAF
Act, would give farmers a buyout option In
as many as 10 payments, but would also
keep in place the program’s price and pro-

_ duction controls. It would bring about
$285 billion to farmers and rural communi-

ties.
- McConnell had workgd with Ford last

summer to craft the LEAF Act, and was aﬁg
co-spoasor when the bill was introduce

last fall ‘In recent months, however, Mc-
Counell has_ repeatedly raised questions

" “ahout the price-support programr’s fuhure inf

a political environment where tobacco “ig:
the darling of the attack set,” as he put it
yesterday.

“What will keep a candidate from a
non-tobacco state from voting against to-
baceo, if they know it'll come back to
baunt them in .November?” said Mc-

Cozinell He appeared at a press conference .
with Lugar just hours before debate began -

on the broad anti-smoking bill, which ap-

pears inrreasingly likely to win Senate ap- -

proval

The debate opened with Senate Majan-
ty Leader Trent Lott, R-Miss,, anncuncing
the move that belped Lugar gain ground
against Ford’s bill. Going into the dehate,
Ford expected Lugar's plan would have to
be offered as a separate amendment to the
bill and garmer 60 votes to beat his own
plan.

Now, the Lugar and Ford plans both
are included in the legislation. That means
the Senate will have to instead sirike one
plan out — and that takes only 51 votes.
Republicans outnumber Democrats in the
Senate 55-45.

Protesting, Ford complained that the
work he had done i the Senate Commerce
Comruittee gaining a tactical advantage for
his plan was “out the window.” And his
colleague, Sen. Ermest Hollings, D-SC,
sharply declared: “The bi-partisanship has
ended.”

Lott defended the decision, pointing out
that Lugar is chairman vi ibe Senate Az
cutture Committee and noting that Senate
rules permitted the move. “I think this 1s a
fair way to go,” Lott said.

The debate will continue through this
week on the bill, which is bitierly op-
posed by the nation’s four largest tobacco
companies. Votes on the bill could start
today.

McConnel! said he had not talked di-

rectly with Ford before publicly announc-
ing his decision. He said Ford's devoted at-
tention to tobacoo farm issues made his de-
cision to work with Lugar “doubly diffi-
cult”

*This is not a personal thing,” Mc-
Connell said. “We 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: “When I was
growing up, my parents instilled in me two

keep my word”

group supports the LEAF Act. And amid | “hogwash™

things: pay your debts and keep your warc
.. All'] cao tell our farmers is I intend t¢

o

" they just want some guarantees that they""_:

will get cash payments to corapensate them " °

for losing their allotments.

sSion

Still, several Kentucky farm leaders

:who were in Washington yesterday to :
monitor the beginning of the tobacco de-
1 bate were incensed by McConnell's dedi-

“It's very, very bad news,” said Rod: -

%Kuegel. president of the Lexington-hased °
Burley Tobacco Growers Cooperative As-.
sociation. “I certainly regret this day ever. -

:happened, and I hope that McConnell does,

too, eventually.”

Danny McKinney, a Rockcastle County

_ N | farmer who is executive director of the bur- - -
For I\;-‘I(.:Connfal], his decision camies |ley co-op, stood up in the middle of Mc--
some political risk. Every leading farm ! Connell’s press conference to denounce as. -

any argument that growers .

the past year's turbulent tobacco discus-

_ sions, Kentucky growers have repeatedly ' serving the program.
* made plain that their first hope would be to |

keep the subsidy program.

; care more about a buyout than about

pre--.

“I'm really disappointed to hear this an- .

lnmmcement today. I'm really scared, and: -

_ Given the uncertzinty over the future of ' My question to you is, ‘What am I going to” -
 the program, many quota owners have said do now? What am I going to raise that will - .

i

!
f{

. ; bring my family the benefits that tobacco -
e Vthas brought under the program? * McKin- . °.

pey asked McCormell. McConanell did not. -

; directly respond.
* In Kentucky,

Gov. Paul Patton and U.S.

¢ Rep. Scotty Baesler, both Democrats who -
suppart Ford's approach, were critical of |
McConnell’s decision. If the LEAF Act does
not pass, Baesler said, “this is McConnell’s -

l
!

; fault”

“He's abandoned the farmer when we

; need him,” said Baesler, who is running t

succeed Ford. "Right now is when we need- -

a united front.”

But U.S. Rep. Ron Lewis, R-Cecilia, said -

McCormell i “locking ot for the hest in-

terest of the family tobacco farrner.”
“I have listened to hundreds of tobacoo

] farmers in the past months, and there is -
growing and consistent suppart for a buy- -

out,” Lewis said.
B

Herald Leader staff wrilers Angie Muhs
and Bill Estep contribuled to this report.
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McConnell’s about- face mlght mark end of tobacco quotas

MAYFIELD, Ky. — Over the past de-

cade, Sen. Mitch McConnell has proved
himself to be the most astute politician
in Kent;ucky and certainly one of the
smartest in the nation.

Under his guidance, the state Repub-
lican Party, once a laughing stoclk, has
emerged to not anly dominate the Blue-
grass congressional delegation but chal-
lenge the Democratic Pa.rty s traditional
hold on Frankfort. Were it not for -
McConnell's touch and tactics, folks
like Rep. Ron Lewis would be back seil-
ing Bibles in Salvisa.

Even when it seemed like McConnell
tripped vp there was a method to his
madness. _

He has, for instance, earned the en-
mity of do-gooders everywhere for his
no-holds-barred opposition to 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 GOP is reaping the

benefits of his recalcltrance by pulling
in contributions as 1I ‘it were - printing
money.

This time, howevgr, itjust'seems like
madness.

On Monday, the Louisville Republi-

. can.announced he was abandoning his -

su _‘_pport for the {bacco program and
siding with Sen. Richard Lugar, R-Ind.,
chairman of the Senate Agriculture

BI” Straub

Committee, in ;eekmg to have it abol- -
ished.

It could be t.he biggest political story
of the decade. Imagine a Texas 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 bas done.— in spades.

Burley is Kentucky's number one
cash crop, pulling in $1 billion per yeasr.

_But it's more than that. It's grown on

60,000 farms, permitting uncounted
numbers of men and women to retain
their beloved rural way of life.

This is not Nebraska or Kansas,
whe.re mousands of acres of wheat and ~
sowbeans are grown as far as the eye
can see on huge spreads Kentucky’s "

farms are smzm family owned and oper-
ated, and the hilly and rocky terrain
prohibits alot of row crops.
- That's why-tobacco has proved in-
valuable over the decades. Folks on
these §mall farms take city jobs but
tend to a tebacco crop that brings in
enough money to permit them tc 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. It elevates the price
.and stops farmers from other states

from planting their own tobacco crop
from fence /row to fence row.
Wxthout the tobacco program, which

operales it 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 earm enough in the factory

to maintain their small ptot of heaven,
mthout it.

McConnell 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, corn and other commodities
have already been eliminated. Consider-
ing ¥ anti-tobacco fervor that seems

~ to be overwhelming Washingtan these

.fered by Senate Minority Whip Wendell
: Ford, the Démocrat Irom Owensboro,

r

days, he maintains that the responsible
pohtzca.l position is to join in the

slaughter and hroker the best deal pos-

sible.

The rat.lona!e makes absolutely Do
sense.

For one thmg, there remain some

comrmodities, such as peanuts, that con-

tinue to operate under a support sys-
tem. Many anti-Lobacco activists sup-
port the tobacco program because it
limits production and keeps prices

higher than they otherwise 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 tobaccd bill that passed out.of
comimittee contained a provision of-

Ky, that offers & voluntary buyout
while keeping the price-support pro-
gram.. .

There is: ahsolute.y no detectable

‘groundswell to kill the program despite
the continuing animus- for the tobacco

industry itself.

McConnell, suddenly is léading the
charge against what is arguably the
most important federal program in the
d.dtire state when there is no army to-
lead. -

<

_ plan calls for a

But conside b _1_t pohtma.lly. The Lugar
three-year phase out at a
cost of §18 billion. Each farmer, under
the proposal, w111 receive $8 per quota
pound. .

What exactly has McConnel] gamed
for Kentucky's small farmers by collud-
ing with the senator from Indiana? -

Prior to what some are portraying as

" MecConnell's betrayal, the worst-case

scenario for Kentucky farmers had the
Senate killing the price support pro-
gram over cbjections from Ford,
McConnell and other tobacco state law-
makers — under the terms of the Lugar
bill, which basn't changed significantly
in recent months. )

McCoanell's defection hasn’t .
changed the terms of the abelition de-
bate, only provided cover to those who
may have been on the fence.

MecConnell 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 e has built and

. served with distinction could ultlmately

suff er.

Bill Straub is The Post's Washington

" correspondent. Readers may write him

at Scripps Howard News Service, 1090
Vermon! NW, Washington, D.C. 20006,
or via e-mal at straubb@shns.com.
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" ‘obacco
« ebate
egins
slowly

Ford-McConnell
duel over aid to

farmers yet to come

By JAMES R. CARROLL
The Courier-Journal

WASHINGTON — The first full
day of Senate debate on comprehen-
sive tabucco legislation bogged down
yesterday in cormbat over money he-
tween the trial lawyers and powerful
business Interests. g

It ended in st least a temporary

victory for the aliomeqys.' ' .
. The Senate voted 58-39 against an
amendment to the tobacco bill that
would have limiled attorneys’ fees in
multibillion-doliar settlements with
the states to $25() per hour.

The fees hav2 become controver-
sial among many opponents of lobac-
co legislation. But the daylong debate
only skirted the central question of
whether Congress is ready Lo impose
a$516 billion settlement of lawsuits
on the tobacco industry and restrict
the cigarette copanies’ ability to ad-
verlse ils products, all in the name
of cutting underage smoking. '

. The slow pace of deliberations on
the hill, with the amendment on at:
torney fees (he only one voted on
among potentially dozens pending,
threatens the supporters’ plan to pass
the legislation hy the time the Senate
leaves Friday for a weeklong Memo-
rial Day break. :

“I'm optimislic, but I'm always op-
timistic,” said 3en. John McCain, Ig-
Ariz., the tobacco measure's chief
sponsor., .

Others, including Sen. Don
Nickles, R-Okfa., an opponent of the
bill, predicted final passage wouldn't
come until at least mid-June.

Yesterday's tlehate saw Kentucky's
two senalors, Qsm.nﬁ;nl_mﬂﬂﬁeéll
Faed and Repuhlican Mitch McCon-
nell, in prominent roles. With Ken-
tucky the nation's second-largest to-
bacco state, the: pair are likely to take

to the floor many times in the com-
ing days.

. MCCONNELL, a co-sponsor of .

the amendmernt by Sen. Lauch Fair-

cloth, R-N.C,, said lawyers winning -

lawsuits against the tobacco compa-
nles were "‘making a heck of a lot
more than any other worker in Amer-
ica."

"A sweeping, federal regulatory bill
cannot leave out the subject of tobac-
co fees,” McCennell sald.

He took his colleagues on what he
-called “the lawyer-enrichment tour"”

of the states that already have settled |

oVUL o8s o1t

“Whal's & contract 10)7 sae we big
Brother that vitiates contracts? |
don't think so,”" Ford said. "If there

. ever was an Intrusion into private
' practice, private business — the Re-

publican side ['m surprised at.” -

THE KENTUCKY Democrat, the
Senate minority whip, was still
smarting from Monday's surprise
pariiamentary maneuvers by Republi-
can leaders that dealt a setback to
Ford's proposal to help tobacco farm-
ers under 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

Erogram and provide assistance to to-
acco-dependent communities and
buyouts to farmers who chose not lo
grow tobacco.

Instead, Lott inserted an alternative
sponsored by McConnell and Sen.
Richard Lugar, R-Ind., chairmun of
the Senate Agriculture Comrittee,
that would abolish the price-support

rogram and provide buyouts to all
Fobacco farmers. .

Lott's move came after repeated-
assurances by McCaln that Ford's
provisions would remain in the bill.
The White House also supported the

! Ford approach. Neither Ford nor

with the tobacco industry, pointing tp -

attorneys' fee; that he said compute

to anmhere from $7,000 per hour to -

$88,000 per hour.
A $250 haurly

McConnell argued.
He was

turers, who fear that the court wins
over the tobacco industry will em,

bolden trial lawyers to file massive"

lawsuits against other industries.

cap on .the fees:
would bring the costs of the settle-
ments "back 1o the edge of reason,”

bicked by‘i-".the'.? Unitéd
States Chambher of Commerce and.
the National Association of Manufac- |

But Ford, helping Sen. Ernest Holl-

ings, D-S.C,,
caps on fees, said that t
who agreed to battle the tobacco in-
dustry signed contingency contracts,

which at the time the lawsuits were

filed were gambles.

e

Hotlings, the ranking Democrat on
McCain's Senate Commerce Commil-
fee, were told about Lott's decision
‘phead of time, and they were oul-
ruﬁ'_ed.;
he practical effect of the Lott ma-
neuver iy to make Ford compete on
equal footing for 51 votes against the
Lugar-McConnell approach, Under
the rules, without Lott's help, Lugar
and McConnell would have needed
60 voles to 'fgot 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

'i Burley Tobacco Growers

Act. T . .
1 will do everything in my power !

" to oppose attempts to undermine the ;

LEAF Act, or attack the federal to- @

. bacco program, or threaten:the abili-
3' of tobacco farmers in my state to'

| deal with the impact of the national-
! tobacco settlement,” the senator said. |

i . LOTT'S EFFORT to ald-McCon-
- nell and Lugar "'was a léadership de-
 cision,” McCain said in a brief inter-
“view, ‘adding that he still backs
“Ford'splan, i,
But ‘the atmospheres of: trisst: that
McCain had forged td bring the to-;
bacco bill to the floor clearly has
been damaged in the eyes of Ford,
Hollinﬁs‘ and others who support the
LEAF Act. S .
McCain said he has been unable'to
work out an understanding with Ford
and Hollings over what happened.
Meanwhile, while the Kentucl:f'
Farm Bureau has sided with Ford,

there were signs yesterday that to-
bacco farmers in other states are di-
vided on which way to go.

. The more susplcious. observérs

lead the o';:positlbn to |-
e attorneys ..

o e L e e S A, P A Wy s

" stiggested that the Lugar-McConnell

measure was a ploy by the tobacco
compahies to Yuta ‘poison pill” into
the tobacco bill that would kilt it. - -
. “It's very clear that the tohacco
companies - have beep manipulatin
tobacco farmers and.their relate
roups to oppose the bill by threaten-
ng not to purchase their tobaccg this

. year," suid Maury Lane, 2 spokesmun

‘Tor Hollings. “Everyone knows the
Lugar bill Is not practical and will
eng'up destroying the ‘legislation,
thus saving the tobacco- companies
from taking responsibility for their
actions.” ]

- 1t . remains uncertain- when the
Ford-McConnell showdown over the

| price-support program will come.

-Taday's debate is expected to focus
on how much the price of a pack of
cigarettes should be increased to pay
for the settlement. =~ o

McCain's measure calls for a $1.10-
per-pack increase — the-reason the
tobacco companies pulled out. of ne-
gotiations with Congress and the ad-
ministration ove: tobacco legislation.
Sen. Edward Kennedy, D-Mass., is
pro‘ﬁnslng an increase of $1.50 per
pack.” : -

DLEN. WENDELL FUKD --5 BFUKD DU

VicConnell

LRIV

takes heat / >,

for tobacco ==

-

aid plan

He says critics embrace
program that’s doomed

1 By ROBERT T. GARRET%
The Courier-Journal )

In one of the biggest gambles of his political
career, U.S. Sen. Mitch McConnetl 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-
grower group, who pre-

icted rural Kentucky vot-
ers will punish Republl-
cans this fall for McCon-
nell's abandonment of the
tobacco price-support pro-
gram in its time of peril.

Rod Kuegel, president of

t| Cooperative Assoclation, Sen. Mitch
i said, ““I think immediately  McConnell cast
there are repercussions for - himself as a
(Regublican Jim) Bunning political realist.
int; e ‘SSenate)l race in tht;
afl and, more long term,
think (McConnell’s) will- | INSIDE
ingness to deliver on a Conflict:
latter the tobacco farmer Senators
o Big Tobacco” could debate
: stop the GOP trend in lawvers’
Kentucky. f y A12
Democrats, who for ees.
ears have been on the de-—| The word:
ensive on national issues Students
in  Kentucky, clearly | told
sensed an openinﬁ. athletics,
All three of the major | tobacco
Democratic candidates for | don't mix.
U.S. Senate excorlated | g4
McConnell yesterday and

laid plans to keep hammering on the issue in the
! final week of thelr primary race.

Bunning, the 4th District congressman who
{s the GOP's presumptive nominee for the Sen-
ate, distanced himself from McConnell. In a
brief statement, hé pledged *‘to keep working
for” retention of the price-support Program.

Beyond the daily 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

See McCONNELL

Page 12, col. 4, this sectlon
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FACSIMILE MESSAGE %"

Flue-Cured Tobacco Cooperative Stabilization Corporation
P. O. Box 12300
Raleigh, North Carolina 27605-2300
Telephaone: (919) 821-4560 Fax: (919) 8214564
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FLUE-CURED ToBACCO COOPERATIVE

STABILIZATION CORPORATION

P. O. Box 12300
Raleigh, North Carolina 27605
Telephone:  (919) 821-4560
Facsimile: (919) 821-4564

May 22, 1998

Mr. Thomas L. Freedman

The White House

Special Assistant To The President

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
Journal, regarding his May 21st article. I deeply regret that there was a misunderstanding between
John and myself and I am truly sorry if John’s misinterpretation of my comments caused you and
your stzff 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 position.

I want to reaffirm our Board’s support of the L.E.AF. Act sponsored by Senator Ford and praise

the Administration for its memendous support for the nation’s tobacco farm families and their
comrmunities.

Sincerely yours,

Assistant General Manager

TOAL 1NN
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FLUE-CURED TOBACCO COOPERATIVE

STABILIZATION CORPORATION
P. 0. Box 12300

Raleigh, North Carolina 27605

Telephone: (919) 821-4560
Facsimile: (919) 821-4564

May 22, 1998

Mr. John Hoeffel

' Winston-Salem Journal

1214 National Press Building
529 14th Street N.W. Washington, DC 20045

Dear John:

I am disappointed in the inaccurate portrayal in your May 21st article of the Flue-Cured
Tobacco Cooperative Stabilization Corporation Board of Directors’ position regarding
legislative proposals currently being considered for tobacco farmers. I stated that most of
our Board as individuals would 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 the following adopted policy:

compensation for tobacco quota owners, transition payments for tobacco producers, the

retention of a price and supply management program and economic assistance for tobacco
farm communities.

I am always happy to assist you whenever possible but in the future it will be necessary to
review any of my statements or comments for accuracy in order to prevent
misunderstandings of our Board’s policy.

Sincerely yours,

Armold Hamm

Assistant General Manager

i ¥ a W F~h N aVeVal
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To: Tom Freedman May 27, 1998
From: Ridgc Schuyler
Re: North Carolina Tobacco Growers

MEMORANDUM

When developing the flue-cured provisions of the LEAF Act, we were made aware of
two issucs of primary importance to the North Carolina Farm Bureau, in addition to cvery
growers™ desire to have compensation payments made as quickly as possible.

Both concerns focussed on the production-limiting permits that would be issued under
the new supply-limiting program. Under the new system, a permit is 1o be granted to
growers who were active producers in 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 not 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 non-producing quota holder could be eligible
for a permit. Under thc provisions of the bill, a quota holder who was not an actual
producer in 1997 would be barred 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 leave (obacco farming for 25 years. We were willing to delete the 25-year bar for flue-
cured, since those quota-holders are being forced to sell their asset, rather than relinquishing
them voluntarily for cash. Senator Ford’s officc, howcver, wanted to rctain the bar because
he felt deleting it would open us 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 IS
( WASHINGTON <0 &/}

AN May 29, 1998

MEMORANDUM FOR THNIDENT

FROM: Bruce Reed

ElenaKagan
SUBJECT:; DP('(XWeeklv Report

to return to the McCain legislation and resume consideration of an amendment by
Durbin to increase look back penalties and an amendment by Sen. Gramm to provide
cut for married couples with income of less than $50,000 per year. Other potc.......

of the Gramm amendment, as well as a Roth-Boxer proposal for health care tax cuts), several

anti-drug measures (see our Separate memo on Monday), an anti-smuggling provision
authored by Senator Leahy, a provision on the deductibility of tobacco advertising costs by
Senator Reed, and efforts to cut back on FDA jurisdiction. Senator McCain’s strong

2. Tobacco -- Farmers: The DPC and USDA are trying to ensure a favorable
conclusion to the current dispute over providing assistance to tobacco farmers. As you
know, the McCain bill now contains both Senator Lugar’s and Senator Ford’s proposals.
The Ford measure, which we, public health groups, and most Democrats support, provides
for an optional buy-out and preserves the price support program, at a cost of $28.5 billion
over 25 years. The Lugar measure, which most Republicans support, provides for a
mandatory buy-out and ends the price support program (creating a free market in tobacco),
at a cost of $18 billion over three years, ould | n

' in.c%theamou_nt of tobacco grown in this country and a consequent decrease in its cost
=Saving companies as much as $20 hillion over 25 years. In addition, OMB éstitnates that

Lugar would dis spending in the McCain
ill in the first three years, assuming spending to the states were held constant. We have

distributed this information widely, especially to moderate Republicans who should be
concerned about the impact of Lugar on public health. We also have made clear to both
sides our willingness to broker a compromise (for example, a phase-out of the price support

€n the Senate returns from recess, it is sche (&\L)\ € S
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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 heaith spending. These
members have concerns 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 alternative proposal for public health spending, but the
agencies believe that it raises significant constitutional and administrative concerns. The
proposal includes funding set-asides for minority groups that the Department of Justice
believes run 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 state
are using welfare monies. The report showed that states are shifting funds from direct cash 2
payments to work-related supports. Since 1996, spending for cash assistance has decreased%‘ ?@'4
k 4

6 per hile ing for child ¢ incre 5 percent and spending on wor
_ N% iviti increased 34 ing declined by 9 percent, byt Fiven
caseload reductions, this figure represents increased spending per welfare recipient.

o

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 finds that NAGB has full control over development of the tests, as required
by law; it fimds not 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 funds to develop model English-as-a-second-language programs
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for adults, since 40 percent of adult education participants 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 aduits 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 Drug 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 funding 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 just35 feet from the hospital door after hospital workers refused 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
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 Commussion 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.



- -9%
4
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 truly comprehensive approaches are politically and financially
unreallstlc we can.develop targeted p011c1es that will begin to address the problem. These

1es might include: requining the Federal Emplovee Health Benefit Plan to offr (but not

p\gx for) long-term care policies; informing Medicare beneficiaries that Medicare does 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
Medlcald and providing tax incentives to increase the purchase of private long-term care
Q_lees We are setting up a working group to explore these and other ideas so that you

egin to address this important issue shortly. QLL,




