
Option 1 - Immediate End of the Program and Replacement with 
State Program 

(a) TERMINATION OF FEDERAL PROGRAM FOR TOBACCO — 
Notwithstanding any other provision of law, beginning, as soon as 
determined by the Secretary to be practicable taking i n t o 
consideration the desire to avoid undue disruption of tobacco 
marketings, federal price support for tobacco, and r e s t r i c t i o n s 
on the production of tobacco as conducted or provided for under 
the provisions of the A g r i c u l t u r a l Act of 1949 and the 
A g r i c u l t u r a l Adjustment Act of 1938, s h a l l terminate. 

(b) ALLOWANCE OF STATE PROGRAMS Upon such termination 
as i s provided for i n (a), i n d i v i d u a l States may provide for 
t h e i r own price support program for tobacco and may regulate the 
production and sale of tobacco i n t h e i r respective states i n such 
manner as they determine appropriate i n order to insure the well 
being of tobacco producers. Further, Congress hereby consents to 
the forming of i n t e r s t a t e compacts between States to provide for 
income and other support of tobacco producers and regulation of 
tobacco to replace the current system of federal support and 
regulation. A l l such i n t r a s t a t e or in t e r s t a t e programs^shall be 
subject to review by the Secretary of Agriculture of the United 
States to determine the consistency of such programs with 
obligations of the federal government and to r e j e c t i o n m the 
case of any such inconsistency. 



option 2 - End of the Federal Program a f t e r 7 years and 
Replacement with State Program 

(a) TERMINATION OF FEDERAL PROGRAM FOR TOBACCO -
Notwithstanding any other provision of law, e f f e c t i v e beginning 
w?th the 2005 crops of tobacco, a l l federal price support for 
tobacco or r e s t r i c t i o n s on the production of tobacco as would 
o?her5ise be conducted or provided for under ^he provisions of 
?he I g i i c u l t u r a l Act of 1949 and the A g r i c u l t u r a l Ad3UStment Act 
of 1938, s h a l l terminate. 

(b) ALLOWANCE OF STATE PROGRAMS - - Upon such termination 
as i s provided for i n (a), i n d i v i d u a l States may provide f o r 
t L i r own price support program for tobacco and may regulate the 
p^oduc?ion^nd sale of tobacco i n t h e i r respective states i n such 
manner as they determine appropriate i n order to insure the well 
Seingo? tobacco producers Further, Congress hereby consents to 
the looming of in?erstate compacts between State, to provide for 
income and other support of tobacco producers ^ ^ ^ ^ ^ ^ ^ f °^ 
tobacco to replace the current system of federal support arid 
regulation. A l l such i n t r a s t a t e or in t e r s t a t e programs sh a l l be 
s ^ j e c t to review by the Secretary of Agriculture of the United 
States to determine the consistency of such programs with 
obligations of the federal government and to r e j e c t i o n i n the 
case of any such inconsistency. 



Northeast Interstate Dairy Compact 

The United States Constimtion provides tiiat individual states may, witii tiie consent of Congress, 
for^ c^mtaas among themselves to solve common problems. An interstate compact is the 
S e ? ^ d most bJing legal tool available for formal cooperation among states. A compact s 
e s S a treaty between two or more states and is authorized by Article 1. Section 10 of the 
United States Constitution. 

The Constimtion requires compacts to be approved by Congress if they will dEfea eitiier the 
political balances within the federal system or a specific government power. " ^ ^ ' I ' ^ r X L e s s 
receives approval from two or more participating states' legislatures and is approved by Congress, 
cTngress I n has the power to amend or rescind the interstate compact at any time. Since the 
late 1700's, nearly 200 compaas have been formed m tiie United States. 

In 1988 legislators in several northeastern states begin developing language for the Northeast 
lntersta;e Dairy Compaa (the compact). The compaa grew out of previous 
concems that dairy farmers throughout the Northeast were receiving a low pnce for thei milk. 
There were also concerns expressed over the lack of unifomuty in milk markamg regulations, 
which inhibited the efficient marketing of milk m the Northeast. 

After approval of the compaa by six northeastern states. Comiecticut, Maine Massachusetts. 
New I^mpshire. Rhode Island andVennont, legislation granting congressional consent was 
introduced in th; Senate on May 2, 1994. This biU. S. 2069 provided that Six additional 
n X a s t e m states. Delaware, Maryland. New Jersey. New York, ^ ^ ^ / f ̂ ^^^^^^^^^^^^^ 
also enter the compaa along with states contiguous to compaa states foUowmg congressional 
approv̂ ^̂ ^̂ ^̂ ^̂  stat'e passed autiiorizing legislation That bill failed to reach the Senate 

floor. 

There were various attempts to include language in the 1996 Farm BiU authonzing the compaâ  
Bot^ the House and Senate versions of the Farm Bill failed to include Congressional approval, but 
the final Conference bill contained a provision tiiat provided Congression^ consent for the 
compaa under certain conditions. The 1996 Farm BiU provided tiiat the SeerOary could ̂ ant 
the States that had ratified tiie Compaa the authority to implemem based upon a finding of a 
compelling public interest in the Compaa 

The Northeast Interstate Dairy Compaa would estabUsh a commission to admiruster tiie compaa. 
The commission would be composed of delegations consisting of not less tiian three nor n^re 
than five persons from each state included in the compaa. DelegaUon members must be residents 
and votet̂  in tiie appointing state and at least one member of each delegation must be a dairy 
producer and at least one must be a consumer representative. 

The commission would have authority limited to the area served by the compact to: (1) review 
existing laws and regulations and measure their impaa on the produaion, markamg and 
^pments of milk, (I) prepare model dairy laws and regulations dealing witii mspeOion, samtary 
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rMes labellinE. standards producer secuiity progtams and fair trade laws, (3) encourage the 
, ofToblS^ (4̂  review and recommend changes m the existing structure for assembly 

^ a ^ ^ S oTt^U W g a t e costs and charges for producing, ™ . 
dSribuSiR. seUing and other ser>dces. (6) examine cutient econoimc forces affectmg production. 
t ™ S fen? price., and the finat^cial conditions of daity ftaners. and W estabh* ̂  over-

far the most controversial. 

The commission must hold a public heating prior to the iritial adoption ' ' f ^ ° J ^ ' f J ^ ^ ^ ^ 
a comoact over-order price. At the public hearing, the commission is required to make finding 
r h X e a to: whether the public interest «11 be served by the establislunent of 
nrices and what the level of prices that will assure tbat producers receive a pnce sufficient lo 
cov'r thdr cosls of production and will elicit an adequate supply of milk for the inhabitants of the 
compaa states and for manufacturing purposes. 

The commission's autiiority to impose an over-order price only applies to milk used^ fluid (Class 
n The commission would be required to take into account the following factors when 
establishing the over-order Class I price: the supply-demand balance for milk m the compaa 
states, the costs of producing milk, the prevailing price for milk outside the '̂"JP̂ '̂  > e 
purchasing power of tiie public and the price necessary to yield a reasonable rOum to nulk 
roducers'â d distributors. The commission cannot establish f - ^ ^ ^ ^ ̂ ^̂ ^̂  

than $1 50 per gaUon times the change in the Consumer Pnce Index since 1990. After deading 
on a price level, the commission would hold a producer referendum on the proposed P"^ 
^o-thirds of tie voting producers r^uired for approval. The commission niust tal^ ŝ ich acUons 
as necessary to ensure tiiat tiie over-order price does not create an incentive for Pr̂ d'icê  ° 
generate additional milk supplies. The commission would have tiie authority to require ti^at aU 
S e t s , except producer-SLdlers. receiving milk from producers located mtiie ô mpaa states 
pay producers tiie over-order price for mibc used in fluid products. 

Regulations establishing a ojmpaa over-order price may contain provisions for the 
Sursement to participants of tiie Women's, Infents and Children Speciâ  Supplemental Food 
P r Z ^ ^ C ) to offset the increased a,st of fluid milk produas. In addition, the commission is 
re^r^to compensate the Commodity Credit Corporation (CCC) for the cost of any incr^e m 
CCC dairy purchases which results from miUc produaion in the compaa states mcreasmg faster 
than the national rate. 
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To: Interested Parties 

From: Bob Wellington 

Dare: April 4, 1996 

RE: Northeast Dairy Compact 

Duration 

USDA 
Approval 

Compact 
Members 

The Northeast Dairy Compaa has been ratified by Congress as part of the Fann Bill passed 
by ihe. U.S. Senate on Mirca 2B and die U.S. Kouse of RcprescnTatives on March 29. Tne 
approval of tiie Compaa v,-as for a limited duration and is linked lo tiie rime table for reduc­
ing tiie number of Federal M2k orders from 33 to 14 (or fewer). Tliis should take approxi­
mately two to tiaree years, but could last longer if legal or administrative problems delay tiie 
mergers. 

Congress has also established one last turdle before the Compact can become effective. TTie 
Farm Bill dicialed tiiat tiie U.S. Secretary of Agriculmre must deiennine tiiat tiiere is a 
"campeUing tiublic interesi" in tiie New England region before allowing tiie Compaa to 
proceci We" are in tiie process of providing bodi political motivation and economic and 
social justification for tiie Secretary. Altiiough his approval is not assuied, I believe it is 
likely vi,-ithin tiie Qt>a month or so. 

While tiie Secretary- is deliberating, we are encouraging the six New England states to go 
ahead and appoint iheh" Compaa Commission members. As written in law, each state must 
have from tiiree to five members on their state Compaa delegation; one member must be a 
dairy farmer and anotiiw must be a consumer represemativc. The rest can be of tiie state's 
choosing. 

In Vermont, tiie delesation must have tijree dairy fanners (including one independent), one 
consumer rtprcsentative, and one handler, witfi the Commission of Agnculture serving as a 
non-votin^ member. In Massachusetts, tiie delegation must have two dairy fermerS: one 
consumerrone handler, and the Commissioner of Food and Agriculture (as a vonng mem­
ber) Generally tiie Governor appoints fhe Compaa Commission members. In most states 
tiie Compact law also includes dxe appointment of a handler and a government representanve 
to tiie delecation. AsrI-Mark supported tiiis concept since handler and government mput is 
crucial TO making titiis effort successfiil. Each State will have one vote in tiie Compaa Com­
mission. The 3 to 5 member delegation-from each state will dacimme how tiieir stare win 
vote on each issue and on setting a price. 

Once tiie Secreiar̂ - has approved tiie Coinpaa and each state has chosen lis delegation, the 
Commission musi establish rhe rules and reeulaiions bv which h musi operate. Most of these 
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State 
Participation 

Hearing/ 
Refsrendum 

Class I Price 

mlcs and resulaiions are spelled out in detail in tiie Compaa legislanon; however, m ŷ 
S p r ^ — P l - the Corcmission must appoint an execunve dixeaor. esublish a 

c L u ^ o n o wi^ tiie means m coUca ftinds and audit comphance, and finaUy dcter-
W t̂ e rcv=^^ will be dismWamong dairy farmers, litis last pomt will no doubt 

be the most controvexsiaL 

All daitv fanns physically located in the six Nev England states wiU share in ̂  Compact 
^olrmi^S thei i te chooses not to participate. Individual states can opt out, SomeNev. 
Yorkpodt̂ eis (and perhaps others outside of Kew England) unll dso share m the Co„p-..< 
overKirder price to the extent they serve the New England Market. 

New York State can only join the Compact by obtaining both state and CongT«sional ap-
OttoNonhc J i t e s could then Mow usirjth. ̂ e P " > « ^ - ^ ^ ° * „ ^ " 

W Y o r k U aiwved, since additional stales mtist share a eoinmon border wrth a Compact 
S « I t d i S ^ l c t a t c . Although Agri-Mark will pmsue Kew York " t o o n , « : 5 
^ i d y this wouli happen within the limited life span of the cnrrent Compact. 

^eCon^^siooertttustconduaan^^^lc^l^^^^^^ 

Jewt^Ibe held to seekWproval of the issuance or amendment of aUre^^ 

Coope^m^•escanbloclcvoteiIltlBIIefeIendum. „^^^'^'^S:X^Ja 

once the r̂ es and n=zulation. W . ^ . s » b U ^ the New England CInss IP™^ - ^ J ' 
T ^mnussion is limited to setting a Clas's I price only; tt cannot set pnces fo od.er 
L « o f ~ T O s aass I price needs to be established by ̂  of 4e P^ce^^^ 

«rr,th ,o Class I handlers can cooidinm it wia the Fedetd Order Class I pnce fs iBrii to 

« B ^ L ^ = e that levelhas worked welltmder the Mairtevendorta.vâ ^^^^ 
C l S I Price 4ai would establish a $.69 Class I premrmn and renitn about ̂ 5 p« cm. 
2 ^ ^ : ; . Oiv.nCla.tprices.U.«^1995lowa^^^^^ 

ma.-drnum Class I price level of $17.40 adjusted by the Consumer Pnee Index. 

Administration At the end of each priciitg month, the money must be collecKd accord^ to ^ 2 ^ ' ^ ° ^ 
mcdb^ Class I hanajTln the Fan. Bill, the Neŵ  England Mato ^ J ^ r ^ f f ^ j s 
Srected to assist the Compact efforts. The use of bis icports w,U n^e hfe 
J ^ l d Sbe Compact CoLissiot. The M.A conld probably blU the l ^ f ' ^ ^ J 
pact premium, but he wiU probably be reluctant to handle dre money '^^•''^^f.^^°^^X_ 
Con îssion iaff can perform that ftncdo._ It is also likely d̂ d̂te Con^ s on c^ P g 
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Regulated 
Handlers 

Competitive 
Credits 

Payment 
Dates 

Time 
Table 

Ttc Commission may impose an administrative assessment on handlers who purchase milk 
S L p r X l ^ t h i J r e g i o . Thit assessment may not exceed one-tendi of one percent 
of tiie Federal Order blend piicc (about 12 to 1.4 cents per cwt:). 

WhUe tiic Farm BiU provisions were very positive regarding ti.e role of tiie MA tiiey were 
„ l v as negative reganling tiie use of compensatory payments under the C o - p -
n̂mnen5ator̂ ' navments are allowed imder the Federal Orders and mvolve the option of 

S ~ ^ " e pool by unregulated handlers who sell Class I packaged milk mto 
S e ^ l S C ^ aŝ n ̂ emaiL to buying regulated pool milk. TOs p a y m e n t 
fe^rSSLtiicywinnothaveacompetit i^^ 

: : S S ^ e s T o u « it can still be done usin. tiie partially regulated plant 

concept-

T ê Compaa Commission has a provision which would allow - -P^^^^. 
resnca to re«ntiated handlers who markpt outside tiie regulated area. In addition, producer 
h^STrs i defined under tiie Federal Order, are not subjea to a compaa over-order pnc. 
since tiiey are not subjea to tiie Federal Order Class I pnce. 

Payment dates by handlers and to producers under tiie C^^^J^J^^^^^^^^^^ 
da es to every extent possible altiiough tiiere may be ̂ J ^ ^ ^ ^ ^ / ' f °'mUa 
as tiie addi^nal step of sending information from tiic MA office to ^^^T^^^;"^^^ ,f 

•r̂ , ™ t r^^. ml̂ le for enacdns tiio Compaa is not firm, however, even if everytiiing faUs 
The current Tune taoie lor cnacuiL, mw yuû iy— A iicnist or early 
into place perfealy. W r s will probably not receive a payment until late August y 
September at the earUesL An opQnMQ time table is shown below. {ufonth 
1996 April 

May 

June 
July 
Aucust 

^ Secretary approves Compaa; States name delegation members 
C c m p a c t ^ o S S ^ n meets. c.tabUsh« m l « .x.d rcgul^t^on. and 

holds a producer ieferendum 
Sets a July Class I price by June Sth. 
Compact price in.efiba 
Han-Sers pay July Compact price by 20ih of montii. Producers get 
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Lawsuit 

CCC 

Any delav on the part of tiie Secretaiy or the Cotnpaa Com^sion 

involved and not stop tiie Compaa provisions. 

A hwsuit against the Compact is hi^y IMy. Keep ^^^^^f^o^^ ^ 

-r-r̂ f̂rtrctit̂ --̂ ^̂ ^̂ ^̂  
approval. 

^ e a e d to buy much, if any. produa in tiie next tiiree years unless U.b. milK p 

whole increases significantiy. 

A . I s a i d . t h e b e ^ o f t h e „ t , e c t s . e r . y ^ ^ ^ ^ ^ ^ ^ 

Coiess. N-owwe must getthe ' ^ ^ ' ^ ^ ^ X Z t ^ ^ ^ ' ^ i LToUn. then make it work. The last nemwiU probably be the most tnai . 

:nic 


