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LUGAR BILL - NATIONAL TOBACCO SETTLEMENT - S. 1313

The Lugar Bill, entitled the Tobacco Transition Act, would provide market transition assistance
to quota owners, tobacco producers and communities that are dependent on tobacco production,
and phase out the Federal tobacco program. Under the Lugar proposal:

« Quota owners would receive $8 per pound in either (1) a lump sum payment to those who
agreed to cease tobacco production or (2) three equal annual payments beginning in 1999 to
those who wished to retain the ability to grow tobacco.

«  Producer transition compensation to quota lessees would be equal to 40 cents per pound for
three years or $1.20 over the three year period. Transition payments would be based on a
farmer's average production during 1993 through 1997.

« Mandatory end to the quota program in 1999 and a three-year phase out of the price support
loan program. Price supports would be reduced by 25 percent in 1999 and then by 10 percent
for each of 2000 and 2001 and would end thereafter.

. Assistance to affected rural communities in economic development grants for three years
totaling $300 million.

Funding for the Lugar Bill, including buy-outs, transition payments and grants, as well as offsets
1o cover federal revenue losses due to the termination of the program (all of which has been
scored at $15 billion), would be obtained by increasing the proposed $368.5 billion National
tobacco settlement between tobacco companies and 40 state attorneys general.

Concerns with the Lugar Bill:

- By terminating quotas and phasing out price Supports, cigarette manufacturers and leaf
exporters are projected to have windfall gains of about $800 million annually. The $800
million windfall is calculated by assuming that the domestic price of flue-cured tobacco would
£all from $1.72 per pound to $1.15 per pound and the price of burley would decline from
$1.89 per pound to 31 35 per pound. The volume on which the windfall would occur is
assumed to be the average marketings during the 1995-97 period (922 million pounds of flue-
cured and 543 million pounds of burley). The current price is held artificially high by a
statutory support formula and a Tariff Rate Quota. The cigarette manufacturers would
continue to receive this windfall over time once the price support program is phased out and if
extended over the 25 years of the Settlement Agreement the windfall would amount to
approximately $20 billion.

- During the 3-year transition period, price supports would be reduced by 25 percent the first
year and 10 percent in each of the next 2 years. Without quotas and with reduced price
supports, overall production would probably be limited to existing cunng barn capacity.
Given the fact that price supports would also be terminated after 2001, producers would be
reluctant to invest in additional barn capacity and lenders would be reluctant to finance bam
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and related equipment purchases. Larger more efficient producers would likely expand

production while small inefficient producers will likely go out of business. Overall, flue-cured

production might increase about 200 million pounds and burley about 50 million pounds
during the 3-year transition period.

» Without quotas and price supports, coupled with other economic uncertainties, production
may not meet demand until lending institutions and support industries recognize new
production and demand patterns for tobacco. Tobacco manufacturers are likely to make up
the short fall by increasing imports of off shore tobacco or shifting the manufacturing of

cigarettes and other products to offshore plants to the extent that they have capacity to do so.

. After a transition period, production of flue-cured and burley tobaccos is projected to increase
by as much as 50 percent and 20 percent, respectively. Other kinds of quota tobaccos are less

likely to be significantly impacted by the Lugar Bill. This increase in burley and flue-cured

tobacco producﬁl)n is assumed because of the expected shifts in production to larger farming

operations and lowering of costs of production through efficiencies to be gained by changes in
the manner in which the crop is produced and marketed. Larger farmers will be able to absorb
the expected drop in price by spreading their fixed costs over larger planted acres and because

tobacco currently has almost three times the crop value as the next nearest Crop (cabbage

production) and almost a seven fold advantage over the production of cotton. manufacturers.

« Increased production with lower profit margins should be a boon to large established
producers; however, the legislation would have a disproportionately adverse impact on

minority and limited-resource tobacco producers and de-stabilize many of these family farming

operations. In fact, while African-American operated farms are about as likely as all U.S.
farms to harvest corn and soybeans, they are twice as likely to harvest tobacco. These facts,
coupled with the fact that nearly 90 percent of farms operated by African-Americans

nationally have sales of less than $25,000, further highlights the impact of tobacco on minortity
owned farms. In addition, 43 percent of flue-cured quotas and 31 percent of the burley quotas
are owned by females although a large number of these quota holders are not actively engaged

in farming but are leasing their quota rights to others.

. Transition payments to producers (40 cents per pound based on leased quota levels during a

base period) may not be sufficient to sustain tobacco producers with large rental operations
during the early years following the expected large drop in market prices. Some bills being

considered as part of the national tobacco settlement have larger ($4.00 per pound) transition

payments for quota lessees and quota tenants based on lower production levels. Most of
these bills would provide for the continuation of the current or a revised marketing quota
program as well as price supports.

. Economic development grants for three years, funded at $100 million per year, appear grossly
inadequate to bridge the transition period. Marginal tobacco production areas are unlikely to

remain economically viable. In the absence of tobacco farming, substantial agricultural
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production in these areas may be adversely impacted, because tobacco quotas facilitate the
financing of whole farming operations including grains and vegetable crops that are grown
currently on the same farms with tobacco. In addition, service and support industries will be
forced to migrate away from these areas or cease t0 exist. Further, it is unlikely that there will
be substitute agriculture or manufacturing activities to replace income formerly generated
from tobacco production. Other proposed bills provide for substantially greater tobacco
community assistance (ranging from $3.8 billion to $8.3 billion) over a longer period of time.

Impact on Commodity Credit Corporation (CCC) and National Tobacco Settlement:

An analysis of the Lugar Bill indicates that the financial exposure of CCC and thus the National
tobacco settlement is difficult to predict. In 1999, if the Lugar Bill becomes law, quotas would be
abolished leaving production open-ended. Price support would be available but at substantially
reduced rates. Under this scenario, price-supported tobacco production is projected to increase
by about 250 million pounds in the first year, mostly from current producers. However, due to
substantially lower prices (price support is reduced 25 percent in 1999), demand is expected to
increase by a similar amount, leaving only a small amount to be pledged for loan under the price
support program. Production could increase in subsequent years up 10 approximately 1.5 billion
pounds for flue-cured and 750 million pounds for burley tobacco. Again, demand is expected to
increase concurrently, limiting CCC loan exposure.

However, at the start of the 1999 crop, USDA will have substantial amounts of the 1997 and
1998 crops of both flue-cured and burley tobacco under loan. Because these crops were
supported at the higher, pre-Lugar rates, losses equal to the difference in support rates (estimated
at 45 cents if the Lugar Bill passes) times the estimated 600 to 900 million pounds to be under
loan could result. With the best case scenario, losses could amount to $270 million (600 million
pounds times 45 cents per pound) over a 1-year period. With what we consider as a worst case
scenario, losses could amount to $405 million (900 million pounds times 45 cents per pound) over
a 1-year period. Depending on the time required to dispose of these loan stocks, losses, in
addition to the previously mentioned losses ,could increase by as much as $50 to $75 million per
year in storage and interest charges only.

Additional concern has been raised over the large outlays required by the Lugar Bill of
approximately $15 billion during the first 3 years after passage. By contrast, the McCain Bill
disperses about $28.5 billion over 25 years, including $16.5 billion in producer payments over the
first 10 years.

s:\director\fo_draftncwlugar.wpd
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The Lugar Bill, entitled the Tobacco Transition Act, would provide market transition assistance
to quota owners, tobacco producers and communities that are dependent on tobacco production,
and phase out the Federal tobacco program. Under the Lugar proposal:

. Quota owners would receive 38 per pound in either (1) a lump sum payment to those who
agreed to cease tobacco production or (2) three equal annual payments beginning in 1999 to
those who wished to retain the ability to grow tobacco.

«  Producer transition compensation to quota lessees would be equal to 40 cents per pound for
three years or $1.20 over the three year period. Transition payments would be based on 2
farmer's average production during 1993 through 1997.

« Mandatory end to the quota program in 1999 and a three-year phase out of the price support
loan program. Price supports would be reduced by 25 percent in 1999 and then by 10 percent
for each of 2000 and 2001 and would end thereafter.

. Assistance to affected rural communities in economic development grants for three years
totaling $300 million.

Funding for the Lugar Bill, including buy-outs, transition payments and grants, as well as offsets
1o cover federal revenue losses due to the termination of the program (all of which has been
scored at $15 billion), would be obtained by increasing the proposed $368.S billion Natjonal
tobacco settlement between tobacco companies and 40 state attorneys general.

Concerns with the Lugar Bill:

. By terminating quotas and phasing out price supports, cigarette manufacturers and leaf
exporters are projected to have windfall gains of about $800 million annually. The $800
million windfall is calculated by assuming that the domestic price of flue-cured tobacco would
fall from $1.72 per pound to $1.15 per pound and the price of burley would decline from
$1.89 per pound to $1.35 per pound. The volume on which the windfall would occur is
assumed to be the average marketings during the 1995-97 period (922 million pounds of flue-
cured and 543 million pounds of burley). The current price is held artificially high by a
statutory support formula and a Tariff Rate Quota. The cigarette manufacturers would
continue to receive this windfall over time once the price support program is phased out and if
extended over the 25 years of the Settlement Agreement the windfall would amount to
approximately $20 billion.

- During the 3-year transition period, price supports would be reduced by 25 percent the first
year and 10 percent in each of the next 2 years. Without quotas and with reduced price
supports, overall production would probably be limited to existing curing barn capacity.
Given the fact that price supports would also be terminated after 2001, producers would be
reluctant to invest in additional barn capacity and lenders would be reluctant to finance bam
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and related equipment purchases. Larger more efficient producers would likely expand
production while small inefficient producers will likely go out of business. Overall, flue-cured
production might increase about 200 million pounds and burley about 50 million pounds
during the 3-year transition period.

» Without quotas and price supports, coupled with other economic uncertainties, production
may not meet demand until lending institutions and support industries recognize new
production and demand patterns for tobacco. Tobacco manufacturers are likely to make up
the short fall by increasing imports of off shore tobacco or shifting the manufacturing of
cigarettes and other products to offshore plants to the extent that they have capacity to do so.

. After a transition period, production of flue-cured and burley tobaccos is projected to increase
by as much as 50 percent and 20 percent, respectively. Other kinds of quota tobaccos are less
likely to be significantly impacted by the Lugar Bill. This increase in burley and flue-cured
tobacco production is assumed because of the expected shifts in production to larger farming
operations and lowering of costs of production through efficiencies to be gained by changes in
the manner in which the crop is produced and marketed. Larger farmers will be able to absorb
the expected drop in price by spreading their fixed costs over Jarger planted acres and because
tobacco currently has almost three times the crop value as the next nearest crop (cabbage
production) and almost a seven fold advantage over the production of cotton. manufacturers.

« Increased production with lower profit margins should be a boon to large established
producers; however, the legislation would have a disproportionately adverse impact on
minority and limited-resource tobacco producers and de-stabilize many of these family farming
operations. In fact, while African-American operated farms are about as likely as all U.S.
farms to harvest corn and soybeans, they are twice as likely to harvest tobacco. These facts,
coupled with the fact that nearly 90 percent of farms operated by African-Americans
nationally have sales of less than $25,000, further highlights the impact of tobacco on minority
owned farms. In addition, 43 percent of flue-cured quotas and 31 percent of the burley quotas
are owned by females although a large number of these quota holders are not actively engaged
in farming but are leasing their quota rights to others.

. Transition payments to producers (40 cents per pound based on leased quota levels during 2
base period) may not be sufficient to sustain tobacco producers with large rental operations
during the early years following the expected large drop in market prices. Some bills being
considered as part of the national tobacco settlement have larger ($4.00 per pound) transition
payments for quota lessees and quota tenants based on lower production levels. Most of
these bills would provide for the continuation of the current or a revised marketing quota
program as well as price supports.

. Economic development grants for three years, funded at $100 million per year, appear grossly
inadequate to bridge the transition period. Marginal tobacco production areas are unlikely to
remain economically viable. In the absence of tobacco farming, substantial agricultural
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production in these areas may be adversely impacted, because tobacco quotas facilitate the
financing of whole farming operations including grains and vegetable crops that are grown
currently on the same farms with tobacco. In addition, service and support industries will be
forced to migrate away from these areas or cease to exist. Further, it is unlikely that there will
be substitute agriculture or manufacturing activities to replace income formerly generated
from tobacco production. Other proposed bills provide for substantially greater tobacco
community assistance (ranging from $3.8 billion to $8.3 billion) over a longer period of time.

Impact on Commodity Credit Corporation (CCC) and National Tobacco Settlement:

An analysis of the Lugar Bill indicates that the financial exposure of CCC and thus the National
tobacco settlement is difficult to predict. In 1999, if the Lugar Bill becomes law, quotas would be
abolished leaving production open-ended. Price support would be available but at substantially
reduced rates. Under this scenario, price-supported tobacco production is projected to increase
by about 250 million pounds in the first year, mostly from current producers. However, due to
substantially lower prices (price support is reduced 25 percent in 1999), demand is expected to
increase by a similar amount, leaving only a small amount to be pledged for loan under the price
support program. Production could increase in subsequent years up 10 approximately 1.5 billion
pounds for flue-cured and 750 million pounds for burley tobacco. Again, demand is expected to
increase concurrently, limiting CCC loan exposure.

However, at the start of the 1999 crop, USDA will have substantial amounts of the 1997 and
1998 crops of both flue-cured and burley tobacco under loan. Because these crops were
supported at the higher, pre-Lugar rates, losses equal to the difference in support rates (estimated
at 45 cents if the Lugar Bill passes) times the estimated 600 to 900 million pounds to be under
loan could result. With the best case scenario, losses could amount to $270 million (600 million
pounds times 45 cents per pound) over a 1-year period. With what we consider as a worst ¢ase
scenario, losses could amount to $405 million (900 million pounds times 4S cents per pound) over
a 1-year period. Depending on the time required to dispose of these loan stocks, losses, in
addition to the previously mentioned losses ,could increase by as much as $50 to $75 million per
year in storage and interest charges only.

Additional concern has been raised over the large outlays required by the Lugar Bill of
approximately $15 billion during the first 3 years after passage. By contrast, the McCain Bill
disperses about $28.5 billion over 25 years, including $16.5 billion in producer payments over the
first 10 years.

s\directorfo_draftinewlugar. wpd
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Tom,

As requested, please find attached staff analysis of the Lugar bill and the potential impact of the
legislation on tobacco growers and their communities, if implemented as proposed. We
understand that changes in the bill may be under consideration, but are not reflected in our
analysis. Therefore, the ulumate impact of the legislation can only be assessed after the final
version of the bill is known.

Dallas
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The Lugar Bill, entitled the Tobacco Transition Act, would provide market transition assistance
to quota owners, tobacco producers and communities that are dependent on tobacco production,
and phase out the Federal tobacco program. Under the Lugar proposal:

«  Quota owners would receive $8 per pound in either (1) a lump sum payment to those who
agreed to cease tobacco production or (2) three equal annual payments beginning in 1999 to
those who wished to retain the ability to grow tobacco. e -

s

\

. Producer transition compensation to quota lessees would be equal to 40 cents-per pound for
three years or $1.20 over the three year period. Transition payments-wauld be based on a
farmer's average production during 1993 through 1997.

- Mandatory end to the quota program in 1999 and a three-year phase out of the price support
loan program. Price supports would be reduced by 25 percent in 1999 and then by 10 percent
for each of 2000 and 2001 and would end thereafter.

«  Assistance to affected rural communities in economic development grants for three years /
totaling $300 million.

Funding for the Lugar Bill, including buy-outs, transition payments and grants, as well as offsets
to cover federal revenue losses due to the termination of the program (all of which has been
scored at $15 billion), would be obtained by increasing the proposed $368.5 billion National
tobacco settlement between tobacco companies and 40 state attorneys general.

Concerns with the Lug#r Bill: *ﬁ/@

. By terminating quotas and phasing out price supports, cigarette manufacturers and leaf
exporters are projected to have windfall gains of about $800 million annually. The $800
million windfall is calculated by assuming that the domestic price of flue-cured tobacco would

fall from $1.72 per pound to $1.15 per pound and the price of burley would decline from TN
$1.89 per pound to $1.35 per pound. The volume on which the windfall would occur is “i‘/
assumed to be the average marketings during the 1995-97 period (922 million pounds of flue- N\

cured and 543 million pounds of burley). The current price is held artificially highbya / . \Q/
statutory support formula and a Tariff Rate Quota. The cigarette manufacturers would /
continue to receive this windfall over time once the price support program is phased out. V"~ /
- During the 3-year transition period, price supports would be reduced by 25 percent the first
year and 10 percent in each of the next 2 years. Without quotas and with reduced price
supports, overall production would probably be limited to existing curing barn capacity.
Given the fact that price supports would also be terminated after 2001, producers would be
reluctant to invest in additional barn capacity and lenders would be reluctant to finance barn
and related equipment purchases. Larger more efficient producers would likely expand
production while small inefficient producers will likely go out of business. Overall, flue-cured
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production might increase about 200 million pounds and burley about 50 million pounds o
during the 3-year transition period.

» Without quotas and price supports, coupled with other economic uncertainties, production
may not meet demand until lending institutions and support industries recognize new
production and demand patterns for tobacco. Tobacco manufacturers are likely to make up
the short fall by increasing imports of off shore tobacco or shifting the manufacturing of
cigarettes and othn|:r products to offshore plants to the extent that they have capacity to do so.

+  After a transition ]I:en'od, production of flue-cured and burley tobaccos is projected to increase
by as much as 50 percent and 20 percent, respectively. Other kinds of quota tobaccos are less
likely to be significantly impacted by the Lugar Bill. This increase in burley and flue-cured
tobacco productio!n is assumed because of the expected shifts in production to larger farming
operations and lowering of costs of production through efficiencies to be gained by changes in
the manner in which the crop is produced and marketed. Larger farmers will be able to absorb
the expected drop in price by spreading their fixed costs over larger planted acres and because
tobacco currently|has almost three times the crop value as the next nearest crop (cabbage

production) and glmost a seven fold advantage over the production of cotton. manufacturers.

« Increased production with lower profit margins should be a boon to large established
producers; howe er, the legislation would have a disproportionately adverse impact on
minority and limited-resource tobacco producers and de-stabilize many of these family farming
operations. In fagt, while African-American operated farms are about as likely as all U.S.
farms to harvest om and soybeans, they are twice as likely to harvest tobacco. These facts,
coupled with the [fact that nearly 90 percent of farms operated by African-Americans
nationally have sales of less than $25,000, further highlights the impact of tobacco on minority
owned farms. In ddition, 43 percent of flue-cured quotas and 31 percent of the burley quotas
are owned by fe ales although a large number of these quota holders are not actively engaged

"in farming but ar leasing their quota rights to others.

» Transition paym l
base period) ma
during the early
considered as pa i

ts to producers (40 cents per pound based on leased quota levels during a

1ot be sufficient to sustain tobacco producers with large rental operations

¢ars following the expected large drop in market prices. Some bills being

) of the national tobacco settlement have larger (§4.00 per pound) transition
payments for quo?a lessees and quota tenants based on lower production levels. Most of

these bills would:provide for the continuation of the current or 2 revised marketing quota
program as well a5 price supports. ' /

|u ment grants for three years, funded at $100 million per year, appear grossly

» Economic devel
inadequate to b
remain economi
production in the
financing of whg

1 ge the transition period. Marginal tobacco production areas are unlikely to
dlly viable. In the absence of tobacco farming, substantial agricultural

e areas may be adversely impacted, because tobacco quotas facilitate the

e farming operations including grains and vegetable crops that are grown
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currently on the saJme farms with tobacco. In addition, service and support industries will be
forced to migrate away from these areas or cease 10 exist. Further, it is unlikely that there will
be substitute agriculture or manufacturing activities to replace income formerly generated
from tobacco production. Other proposed bills provide for substantially greater tobacco
community assistance (ranging from $3.8 billion to $8.3 billion) over a longer period of time.

Impact on Commodity Credit Corporation (CCC) and National Tobacco Settlement:

An analysis of the Lugar Bill indicates that the financial exposure of CCC and thus the National
tobacco settlement is difficult to predict. In 1999, if the Lugar Bill becomes law, quotas would be
abolished leaving proguction open-ended. Price support would be available but at substantially
reduced rates. Under, this scenario, price-supported tobacco production is projected to increase
by about 250 million pounds in the first year, mostly from current producers. However, due to
substantially lower prices (price support is reduced 25 percent in 1999), demand is expected to
increase by a similar amount, leaving only a small amount to be pledged for loan under the price
support program. Production could increase in subsequent years up to approximately 1.5 billion
pounds for flue-cured and 750 million pounds for burley tobacco. Again, demand is expected to
increase concurrently, limiting CCC loan exposure.

However, at the staré of the 1999 crop, USDA will have substantial amounts of the 1997 and
1998 crops of both flue-cured and burley tobacco under loan. Because these crops were
supported at the higher, pre-Lugar rates, losses equal to the difference in support rates (estimated
at 45 cents if the Lugar Bill passes) times the estimated 600 to 900 million pounds to be under
loan could result. With the best case scenario, losses could amount to $270 million (600 million
pounds times 45 cents per pound) over a 1-year period. With what we consider as a worst case
scenario, losses coulq amount to $405 million (900 million pounds times 45 cents per pound) over
a 1-year period. Depending on the time required to dispose of these loan stocks, losses, in
addition to the previously mentioned losses .could increase by as much as $50 to $75 million per
year in storage and interest charges only.

Additional concern has been raised over the large outlays required by the Lugar Bill of
approximately $15 bilhlion during the first 3 years after passage. By contrast, the McCain Bill
disperses about $28_5 billion over 25 years, including 316.5 billion in producer payments over the
first 10 years. '

s)\director\fo_drnft\newlugar.wpd
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The Honorable John McCain .
Chairman

Commuttee on Commeree, Science, and Transpertation

United States Senate

Washington 1.C.

The Honorable Emest F. Hollings

Ranking Minority Member

Committee on Commerce, Science, and ‘[ransportation
United States Senpate

Washington DC

Dear Chairman McCain and Senator Hollings;

We are writing to express our views concerning the tobacco farmmg provisions as
presently contained in S. 1415, the “National Tobacco Policy and Youth Smoking
Reduction Act”.

As you may be aware many of the health organizations as well as the tobacco farm
oreanization have becn mecting over the last several years to talk about the future of
Aunerica’s tobacco farming communitias in an environment where we hope that there wil
be significant reduction of tobacco use in this country. particularly by children and
adolescents.

Our tulks have been honest, open, and productive. On March 16th of this year we issued a
set of Core Principles signed by more than forty health and farm organizations in an
effort to help guide the legislative process towards reaching some solutions that benefited
both public health as well as provided stability for the tobacco producing communities
into the 21st century. It was against these Core Principles that we agreed we would
‘measure’ a1l of the various tohacco farm proposals pending hefore Cougress. We are
attaching a copy of those principles and we hope you will take the time to read them.

It is our view that the tobacco farm provisions contained in S. 1415 are consistent with
the overall focus of the Core Principles except that we believe there can and should be
improvements. The public health community has basically four overarching goals:

s to climinate federal funding for the administration and operation of the tobacco
control program.
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¢ toreducc tobacco commumties dependence on tobacco production into the next
cenmry.

¢ 1o provide cconomic development assistance and other incentives 7o tobacco
producmg communities to assist them in making the changes necessary in a less
tobacco dependent environment.

& 1o maintain some type of tobacco program that establishes controls over production,
price, as well as setting health and safety standards.

We would suggest for your consideration that S. 1415 be modified on the Senate floor to
achieve the following objectives:

1. Economic Development Funds: The health groups and tobacco farm groups met in
Frankfort Kentucky in March to discuss how the economic development funds should be
administered and spent. It was the conscnsus of this group that it was essential that
decision making be as local as possible in that each community would have to ascertain
its needs and overall directions for change. A backgrounder was developed as well some
specific statutory recomumendations. This language has been provided 1o various Senate
staffers for considerabion

2. Tobacco Program: The legislation contains differant provisions for the operations of
the burley versus the flue cured program. We have stated publicly that we support the
maintenance of some type of program that will stabilize production and price. However
we believe that maintenance of the current program or failing to modify the program to
adapt to reducing demand for tobacco products is the wrong approach to be taking.
Maintaining the “status que™ 13 nol in our view in the best inlerests of the farmer or their
communities as we move into the 21st century. Maintenance of s tobacco program for
controlling production, supply and price must also carrying with it srong components for
changing the economic infrastructures of these tobacco producing communities that will
allow them to flourish and pursue new options and opportunities into the 21* Cerntury.

3.Incentdves for Reducing Dependence on Production: A critical component of any
tobacco farm provision has to be providing the necessary incentives for tobacco farmers
to rnake the changes they need 1o reduce or retre their quota in a way that does not
adversely effect them economically and that for many allows them to stay in the business
of farmning. While we have recognized the importance of a program of some sort to
maintain stability, we also believe that there must be sufficient incentives that encourage
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tobacce farmers to reduce their dependence on the production of tobacco. While we were
pleased to see that “ buy out” provisions have been added to the original “Leaf Act” we
remain concerned that as drafted there is a greater incentive to rcmain in the program
rather than for considenmg aptions to opt out of the program.

It is our firm belief that we can reach agresment on the specifics of this legislation that
will provide the necessary stability and assurances 1o the tobacco producing regions of
this country while at the same time moving towards reducing the addiction, disease, and
death caused by the use of tobacco. We encourage you both to take 2 lead in making this
happen.

Sincerely,

CTFK, AHA, ACS, APHA

cc Tobacco State Senators
Senate Committee on Agrculturc



