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Mr. Chtorman and members of the Committee, my name ii DaU« Smith and 1 MI 

the Deputy Under Seeretaiy for Fwm and Foreign Agricultural Services, in the U.S. 

D«9«rtmei,i of Afiticuituie. I appnsdaie the opportunity lo meet wilh you and share the USDA 

perspective on the propoted tobaooo aetUement My hope today ia to look toward the 

countryside and to place a human face on these tobaeeo dtscusjiom. I believe th*t to 

undersuuid the impUcations of changing pubUe poUcies nliued u, tobncoo, one need, to 4« the 
^ ^"^-i - «**woo quou, a young fanner, the local merdiant. 

and even the tural oommunity as a »̂rholc. Hiey are the lobacco stories in rural America, and 

our decisions Aould be made with them ift mind. Before we fiet to the economic $toty of 

these nmil eommufUties. please allow me to jo over the beckjjround and spcdfict of USDA's 

historic involvement with the 'tobacco piofimm." 

ITieTohaeflfiPwyfflip 

CSovemment tobacco prô m* began with passage of the AericuItumJ Adjustment Art 

Of 1933 (the 1933 Act). Over tbe yean, the nuuor aims of the pioĝ n have b«n to stabUiae 

prices and tn . baWd fl««. of t t i ^ , orvwcn have Uenefiaed ftom the higher 

prices they h.vc rtceiv«i tKwiuse Of me nartrtinfi quotu and price supports. Tohacco 

nanufteturers have been assured adequate auppto of ihc types and qualiUes of leaf n«ded for 
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their particular products. The Agricultural Adjustment Act of 1938, which remains the 

foundation of today's tobacco program, auihoriied the Implcmeniaaon of mBrkeHng quoiat. 

The quout Mt ip«cific linnlu on th« uniount of tobccco farmcri ciin mil vilihout penalty. 

Many icglaiattvc changes have been made since 1938, but the authority for marketing 

quotas, which balance (he flow of tobacco through marketing channels, continues. The 

Secretary of Agriculture is required to establish t national annual marketing quota for each 

kind of tobacco and hold a referendum every three ynns in which producers of thwe vaiioui 

idnd of tobaeeo decide whether to continue the program. If iwo-thirds of the producers voting 

in a particular referendum appnive their quotas, then markers quotas ait in effect and 

production of that kind of tobacco is eligible to be pledged as coDateral for price support loans 

from the Comniiodit> Credit Corporation (CCC). 

The Agricultural Acl of 1949 (1949 Act) kuthorixet the price kuppoct ptognm tot 

tobacco. A price support tev̂ l U set for each idnd and grade of tobacco. To be eligible fbr 

price support, gipwac must adhere to strict marketlAg quotas or constralAls on production 

called zattÂ t allotments, as well as other prognn requirements related to the proper use of 

pesticides and complying with the conservation requirements (ound In the Food Seeurity Act of 

1985. 

Frlee support activities ate administered t>y producer-owned cooperative associations 

through loan R|;reemcats with CCC. Under the agreements, the aasodadons aizange for 

nxxdving, ledryins. pscldng, storing, and, eventually, telling the tobacco under loan, The 

CCC loans these associations the money necessary to pay the support price to produoen and u\ 

process and store thv tU>«ooo until it is sold, thui, the tobacco becomes not only tlie 



collateral, but also the means of repaying the loart 

Eligible produceri roceive the \ou\ rate for their kind and grade of toUacco when a 

commerdal buyer does not bid at least the loan levd, Annual loan rates for each grade arc 

determined by USDA, based on trends in market prices, and the share of particular grades 

under loan. The weighted average of va/ioui grade loan rates must equal the overall support 

level for each kind of tobacco. 

The No-Nct-C«st Tobacco Prxjgmni Acl of 1982 arricnded the 1949 Act to require that 

all producers who are eligible for price support, must pay no-net-cost program assessments 

into a CCC account or fimd established by their cooperative ajjociadon to cover potential 

pfogT»m losses. Bcclnning with the 1982 crop, if proceeds from the sale of ooUaieml .̂ curing 

the CCC loenR nn tnaufficient to repay f\iUy the Jo*n plus interest tnd other canying charges, 

producer! mutt rtgOte up the balance ftom their nty-net-cost account or fund. On the other 

hand, when proceeds from the sale of the tobacco from particular to-op exceed the k»n 

amount, the CCC rdains the the net gain and used to offset other crop loans or put in a CCC 

account to help pay for funire losses. 

Since 1994, itnportery of burley and fluĉ uiod tbiMooo have also tieen required to pay 

no-net-oost aascsamentt on imported tobaccos. Tobacco producers and purchaser of all kinds 

of tobacco, together with impotters, a» assessed non-refundable marteUng assessments that 

Coneres* has in recent yean established at 1 percent of the national price support levd for the 

applicable kind of tobacco, paid equally by producers and purchaiw*. Collections from 

marketing assessments, Including those ftom importen, totaled $22 to $34 million during Ihe 

last ibur nacal years. 
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The markeUng assessment is a Federal budget deficit reduction prxjgî m and does not 

directly fund program administration. However, the markcUng assewmcra assures thai 

tobacco Hroducers and purchasers pay more through a.ssessmenis than the administrative cost of 

the tobacco production adjustment and price support program. 

ygPA Tflbaccp. RcW SMUtti 

Several USDA â cnetfis have responsibilitiw related to U)bacco including the Farm 

Service Agency. Risk Management Agency. Agricultural Marketing Service, Foreign 

Agricultural Service, Economic Rescaich Service, National Agriculture Statistics Service, and 

the Cooperative Slate Research, Education, and Extension Service. Ihcw Agendes are 

responsible for an array of activities that range from information collection and dissemination 

K> Ocxutnininf priw supports, qoua levels, and grading tobacco. TU FY 1995 Agri(a,ltuie 

and related Agencies Appropriations Act. prohibits the use of present and futme Agricultuial 

Research Service fimds to carry out refifwch on tobacco and tobaiioo products. 

The Farm Service Agency (PSA) is responsible for establishing price »ippcirt» and 

q.K>la levels for different kieds ef tobaeeo; conducting referenda to see if tobacco pioduccn 

wjmt to oontlnue the tobacco prognun; establishins and collecting no-nct-cost and tobacco 

marketing assessments; and monitoring compliance with the various pirjviiions of the 

production control program, 

The Risk Management Agency works with private insurance compardei to provide 

tobacco fkrmers with crop insuranv eovemge. lo important to the piuducers now that the ad 

hoc disaster assistance progiams are no longer avaiJaUe. The Federal Govemmwt subsidizes 
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the cost of multiple peril crop insurance through direct pramium subsidies end adminlstrativ* 

relmburwment to cotupanles, The AgricuUural Marketing Service (AMS) 1$ responsible for 

the independent inspection and grading of domestic leaf lobacco prior to sale in aucUon 

warehouses, the certification of leaf tobacco offerttl for Import, and the designation of 

markets. AMS is also responsible for market news and slock reports. Most AMS tobacco 

progiini csosts are covered by user fees. 

Tht Foreign Agricultural Service cvUecis, compiles, and pubUshes Statistics and other 

vital information on the world tobacco situation. T̂ is information is used by a wide variety of 

OTganiaations and is tite only comprehensive, timely public source of intemaUcnal tobacco data 

in the world. In addition to the world tobacco industry, die academic community, the media 

and health groups are reguter users of this dau. The pubUcation of Utc monthly circular 

•Tobaoco; Worid Markeu and Trade" ts the vehicle used to deliver this infbrmatior. The 

hoieign Agriculiuî  Service also monitors world trade barriers and conditions, and seeks to 

ensure fair and equitable treatment of U.S. lobaoso io international markets, 

TTie Economic Research Sovioe provides economic analysis on various aspecti of tha 

tobaeeo economy. TTie -Tobacco Situation and Outlook" dreolar. pubtislted three time* a year, is 

ike m̂ er aê ney publication on lobacco In which supply, demand and COST of production dsta are 

analyzed by the agency. Bconomic impact studies and demographic proEles ofthe sector are also 

periodically part ofthc assessment, TheNitionsl Â ricuhural Statistics Service provides 

Infoimation about tobacco acreage, yields, production and prices by kind of tobacco on atimely 

basis, The Coapcntivc State Research, Editê tion, and £xt«Qsion Swvloc,«. the out«ach wm 

of th. Depwtment. provide. tob*c«o farmers wiih technical assistance and training, in the same 
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manner as it does for producers of other commodities. 

Tobacco in the Econ<>inv 

U.S, cigarette conwmptlon, though Mtbic since 199\ has deoUned nearly onc-tburth since 

pcakinfi at 640 liuion cigarettes In im. Everr with this decline, however, consumer spending for 

all tobacco products totaled about $50 billion in 1996. About 94 percent of total was for 

cigarettes, with cigars, »nu£f, chewing and smoking tobacco accounting for the remainder. In 

1996, about $13,4 billion in taxes were oollected on the sale of tohncco predccit. inoludin̂  $5.8 

billion by the Federal <?ovemment and biflicn by State and local governments. 

Tobacco is in most years the sixth la.̂ est cash crop grown in the United States, behind 

com, soybeans, wheat, hity and cotton. In 1997, farm sales value of tobacco totaled $2.85 btllioo, 

about 2 percent of tbe value of sales of all farm conunodities and about 3.5 percent of crop sales. 

The United States exported nearly $1.4 billion worth of leaf tobncco and tnhncco products valued 

at over $5.2 billion in 1996 

Tobaeeo is n major crop of economic Importance in several States. According to the 

1992 Census of Agriculture, about 124,000 U.S. fkrms produced tobacco (table 1). About 62 

percent ofthe farm* on which tobacco was produced are located in North Carolina and Kentucky, 

the major-producing states. 

IhsJIftbacccFarfiL The ev*r«ge U.S. tobfcoeo farm grew about 6.7 acre* uf tobaoco, 

Tobacco iioreage pa farm vmied geognipWoally, iwgtog from 2.1 acres ill West Virginia to 33.9 

acres in Connecticut, Acreage also varies by kind of tobacco grown. In states where flue-cured 

tohacco prcdoininates. average acreage varied from 16 acres to 26 acree. Among burley tobaeoo 
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produdng «a,e,. acreage averages from 2 to 5 acres, The high average acreage in Connecticut 

cornea thjm Urj{c vertically integrated cigar wrapper operations, 

Tobacco firms are about one-fourth the tice of tht average U,S. form ar,d rdatively wiall, 

averaging 126 acre* of land with only 35 avrei of harvested cropland in 1992. A fifth of ihese 

screii;, ur nearly 7 acres, are used to produce tobacco. 

Tpl?iCr/>ynm]Trgptnt Based on a 1994 wi%'ey of fCentucky and North Carolina ferms 

that grow tobacco, these firms rely heavily on lobacco aa a source of income. According to 

USDA's 1994 Faim Costs and Returns Survey <Fr.TiS). tobacco accounts (br an average of ? 1 

percent of total iarn. value of production in Kentucky and 57 percent of total farm value of 

production in Nonh Carolina. 

Tobacco growers grow a mix of other iield and specialty crops such as com, soybeans, 

cotton and wheat and vegetables, which are oflen cited as an altemative to tobacco production. 

Costs and remm date among major crops indicate subsuntially larger aer̂ aget of other crops 

would be needed to g«neraie the came rotum as tobsoco (table 2). for most tobacco producers, 

however. VQ other legal Ikrm ootnmodlij' has the economic potential to replace income earned 

firom the sale of tobacco. 

QtfrttPiatributiQtL About 9B percent ofthe tobacco grovw In the United States is 

covered by the Federal tobacco program. The right to produce and sell tobiceo hat taken on a 

value that hu been capitBli«d into land values, and thus, has become an Iniepal part ofthc local 

tax base in tobacco producing aruas. 

Although the number of Ikrms growing tobacco totaled about 124,000 in 1992 and 

probably has shrunk to a somewhat smaller number by now, the number of individual quotas is 
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about three times larger. Many of these quotas are leased or rented to actual produceiu. 

providing income to non-tobacco growing ownen, many of whom are widowa of famicfs active 

in rhrt program In the 1 WCj and SO'i or retirees. In I99fi. 338,523 tobacco quotas were 

dimlbuted among 17 states (table ?). Se\'enty'One percent of tite qiiotfis were in Kennrcky and 

Tennessee. 

With a change In the law in 1982 allowing sates of quotas within counties, there has been 

considerable consolidation of fluecured quotas. In addition, incr««sed m*«hanitati on has allowed 

larger operating unite. The ax-erage siee of offeetive Due-cured quotas in 1996 was nearly 21,500 

pounds, about 10.3 acrei In contrast, burley quotas averaged only 2,800 pounds or aboul 1,25 

acres per ftrm. Lack of mechanization, a shorter time since quota sales have been permitted, 

smaller fkrms, and other, ftotors have prevented greater consolidation of burley quotas. Most 

allotments for kinds of tobacco, other titan fluc-cured and turley, are also relatively small. 

The distribution f>f individual tobaeeo quotas by slet further reveals tiie nagmontation of 

the right* to produce tob«cw. As indicated carUcr, flue-cured tobacco quotas are much larger 

than other kinds of tobacco quota*. Still, 56 percent of fluecured quotas are 5 acres or less, 

while only 11 percem are 20 acres or more (table 4). 

Buriey quotas are very small (table 5). Three-fourths oftiie burlej- quota.'? arc 2,500 

pounds or less. Buriey quotw t̂ rc implemanted in pounds only, while flue»cured quuiat; are 

detenninod and unplgnientcd in acres and pounfls. One-third ofthe buriey quotas are 1,000 

pounds or less and almost one-half of Tenneswie's quotas are 1,000 pounds or lens. Farms on 

averege produce about 2500 pounds pw acre. Most oftiie allotments for fire-cured, daric air-

cured and cigar filler and binder tobaccos arc less titan 5 acres. These kinds of tobacco are grown 
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primarily in Kentucky, Tennessee, Virginia and Wisconsin. 

About 65 percent of the quota or quota equivalent distributed to fanns in tiie United 

States goes to Kentucky and Tennessee (table 6). Quotas ar* effective in 17 atotca tnd 4 

additional States grow tobacco ouibiiJe the quota program. Producers decide in trieruiial 

referenda if they want to have a price support-production control program for thoir kind of 

tobacco during the following three years. 

QuPt̂  gwriffihiHi, Another measure lhat proNidcs insight imo the fragmentation and wide 

holdings of quota is the fact that about 463,000 IndiviHiwIi own quotas in tit* United Sutes 

Because of multiple ownership of individual quotas, this number is somewhat larger than the 

Individual quota number. For 1996. about 113,000 people are listed aji owners of flue-cured 

q-jota, about 2.6 persons per quota. Over time, as the original quota owners have died, the 

quotas hnve been di\ided among heirs (table 7). 

Ofthe flue.cur6d quota owners, 15.3 percent were African-AmericAn. and 0.7 percent 

w*r* Native Amerieens. South Carolina and IHorida had the higlwb;! wnccntratlon of minority 

owner* with more than 20 percent of he owners being African-American. In some counties, 

African-American ovmerahip of tobacco quotas \m much higher. For example, over 30 percent 

ofthe quou ownen in Granville. Hellfkx and Warren counties in North Carolina and Marion. 

Sumter and Williamsburg counties m South Carolina were Afiican-Amerioan. Most ofthe Kativ* 

ATTiericjin quota owners were kwated inKobcson County, North Carolina, whore ahnost 20 

peiuwn were Native American. 

About 43 percent ofthe quota owners ere female, -with North Carolina having the highest 

proportion, Fifty-four percent of fluecured quotas are owned by males and the remainder by 
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business entities such as corporations and pattncrshlps. 

In contrast to flue-cured tobacco, only l. l percent ofthe eiwnnn of buri*y quota «r* 

African-American (tabl* 9). Th* ratb of ownership per quota was subsLaiiiiiilly smaller fbr 

l*irl*y, about 1.2 versus 2.6 fbr flue-cured. however, considerably less consolidation of quotas 

has occurred for buriey tobacco in part due to the continuance of spring lease and transfer 

provisions (table 9). 

Tenure An-ar̂ gg|nyjng, An estimated 340,000 tobscco quota owner.s dr> not grow 

tobaoco. Mary nf these owners are part-owners or partiol owners of relatively small quotas. 

However, in many caws, the Income from quota leasing or renting is an important component of 

their total income. Most tobacco producers own at least part ofthe quote they grow, but some 

own no quota Although not sampling the entire flue-cured population, a survey of farms in IPPI 

showed only seven percent ofthc fluesaired operators owned the entire tobaoco quota they 

produced, about 21 percent rented all their quota and lh« remaiiiing 72 percent both owned and 

rented quote. 

Based on a survey of farms in 1989 that may not reflect burley belt population averages, 

46 percent of operators grew tiieir entire tobacco acreage on quotas oralloimcms they owned. 

About 19 percent rented all tiieir buriey quotas, and the remaining 33 percent produced tohaccn 

on acreage combining owned, rented, or leased quota in 1989. The lease and trensfcr of quot* 

refers te an ftrrangemert whcrcbj ih« tobacco is grown on a firm other than the fcrni to which the 

quota is assigned. The leue and transftr of flu*-cui^ quotas was eliminated in 1987. but 

reinstated to cover disaster conditions, in what is commonly caBcd "Ikll transfers," beginning in 

1988. Renting refws to growing the quota on tiic fhrm to which the quote is assigned. 
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Although famts producing tobscco with the largest proportion of owned quota tend to bc 

smaller, these owners more Oequently have off-farm jobs or are semi-retired. Producers with 

larger acreages tend to rent more quota and are more vulnerable to changes in the marketplace, 

Iobaee<y Fanp,ffr ftvirnvying. tn 1996, USDA niwle 6,155 direa ope.-ating loans 10 

loUacuo producers totaling 5456.5 minion (tables 10 and 11). About 53 percent of the loans were 

made to Kentucky producers and 67 percent were made to Kentucky and Tennassee producers, 

About 7.2 percent ofthe producers who borrowed directly were of a minority race and 5.9 

percent were female The proportion of minority direct borrowers was lower than the proportion 

of minority quota owner* in flw«-cun»d States hut was the reverse in buriey producing States. 

This likely refltscts the tendency tor flua-cured quotes to be divided among several heirs and the 

relatively small number of minority owmers of buriey quote. Many banks now require crop 

insurance as collateral in order to secure oparating toans. If the subsidized crop insurance 

program was eliminated, loons might not be available to tobacco producer* 

The Farm Serwee Agency ie invplved in two types of operating loan programs, direct and 

guaranteed. WiUi direct bonwvlng, USDA is the lender whereas with guaranteed loans tbe funds 

are loaned by banks witii a percentage ofthe repayment guaranteed by the Department, Direct 

borrowers usually h»vc no other options for borrowing and are tiie most financially vulnerable of 

tobacco producers. 

Eroposed ToVaag Srtt'e'nff'ii 

Tobacco represents a lifistlme of investments and die main source of income fbr many 

people, especially in North Carolina, Kenmcky. Tennessee, Virginia. South Carolina and Georgia, 
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and they are concemed about the proposed tobacco settlement and the potential negative affects it 

could have on the rural economies of their Hates. 

Although the final four of tiie settlement will not be koown umll Congress approves 

legislation codiQring the agreement, the economic affects are expected to be significant, affecting 

tohacco farmers, quoto owners, hired woricers, input suppliers, other merchants, and local 

governments. The af!bci could be greater fbr marginal producers and production areai 

Based on an analysis by USDA, the price of cigarettes is likely to increaie under the 

proposed senlement. And n 50-c«nt ptr pack inoreaae. for example, could r»sduce annual flue-

cured marketing, 3 to 9 pe.%5cini and buricy marketings 2 to 9 percem. Tht amount of decline 

depends on assumptions relative to how much cigarette prices would increase and how much 

consumption would decline given a specific amount of price ircreasa. In addition, the net present 

value of quotas would decline produdng a corresponding decline in the property tAv b«»ic. 

Helping TobncoQ Farmirty .̂ pî ^ 

Wc believe that a varied mix of raral enterprises, including diSerent types and sizes of 

farms, contributes to the economic wdl-being of rural America.. Through the USDA 

Commission on Small Farms that Secrttery Glickman receetly esteblished, the Department is 

working to promote the economic strength and frnaneial vitality of small farmers across the 

nation. The tobaooo poduocr is a primary eMunpte ofthe economfcaJy successfiil small farmer, 

and wc are committed to making sure those interests are reflected in any final tobacco agreement. 

Tobacco quote owners, tobaoco farmers, and iwral areas where tobacco is conceiitt»ted:̂  

should receive a pan of the proposed tobaoco settlement moniea. Man>' scenarios can be ^ 

Y 
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envisioned, including continuing the cuirent program. If the cutrcnt program is discontinued, wc 

will work with Congress to determined an appropriate level of compcnsstion, 

Wc believe lhat. to be aceepteble in tobacco-growing «rt«, an economic assistance 

program would need to recognise a quota owner's claim for a continued, though finite, income 

stream from the capitelized ̂ 'aIue ofthc quotas; recognize that some tobacco producert own little 

if any quota, but have specialized tobacco production investtnems witii few viable alternative 

income Opportunities; and compensate other legitimate stakeholders for losses from reduced or 

anticipated reductions in tobacco prrvtuction. 

Finanoial asalatance to tobacco growing areas could be universal or selective. A univental 

assistencc program would perrrdt all stakeholders to receive some form of assistance because of 

reduced tlwnand and uncertainty about the future ofthe tobacco indusiry. A selective assistance 

program would target specific numbeis or groups fbr digibihty for assistance. Payments under an 

assistance program could be all-at-once or spread over several yeara. Spreading ths payments 

over several yvt is generally prcfcrabl* «D tiiat a smyother transition can take place. . ^ 

0^ J 

Much discussion has centered around the Fedwal Ctovenunent's involvement in the ( r^ V 

current tobacco pnjgram. TWs discussion has heightened as the afiecte of the proposed toba^ 

settlement aj e being evaluated. One option relative to financial sssistance for tobacco producing 

regions would be for the Federal Covenanenj to dimirate the program by purchasing all tobacco 

quotr«, Ttmovtng CCC form the responaiWllty of supporting tObacCO prices. 

TmPtet Of ElimSnatma the PrnypT" 

the tobacco program was eliminated, tobacco prices would probably decline. The 
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decline might ba in the 30 to 40 cents per pound range, probably reflecting the current payment 

for the privilege to grow tcbacco. Tobacco production would likaly increase ts large efficient 

produceri expand production while small ineflldcnt producers contract, However, the amount of 

Increase is uncertain becawic competitor countries might lower their prices to remain competitive 

with the United Steles. Tobacco production would likely shift to mora efficient production 

regions within the United Stales. Flue-cured production would probably move away from the 

higher-cost Piedmont regions of Virginia and North Carolina to th* Coastal Plain cf North 

Carolina, Soutii Carolina, Georgia and Florida. fOgber wage rates because of greater corapetiiion 

for workers in Ihctories and the uneven ten-ain ofthe Piedmont are major reasons for movement 

away from this region. 

I'or buriey lobacco, marginal production regions in Tennessee, North Carolina, and 

cftstem Kentucky would lose production to central and westem Kftntueiry. Th* biggest losers 

would be marginnl produce™ In all th« r*g)on«. Producers witii liitle quota, high costs and much 

debt would b« etpeoially vulnerable. Many of these producers would default on loans, 

Tf private insurance companies were to assume the fiill unsubsidlied undtrwriting of 

tobacco poBcies, the potential sffed on producers would likely be significant, We could expect 

an immcdlaie price increase to tbe grower to at least cover the cost nf the current premium 

subsidy, Small and limired resource ftmers would Ulwly be most afiecled b a totally private 

Insurance market du* to the high cost of Insurance. The afitd of tobacco crop insurance 

availability is sigtiiflcant and eliminating the "iaicty net" fbr tobacco produces could have a 

n̂ ative mfiuencc on the economies of entire communities. 

In tiie 1996 crop year, crop insurance covered 554,352 acres of legally grown tobaeeo 
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representing over $1.15 billion in liability protection, and returned over $90 million back to the 

farm economy In the form of indemrwty payments for crop losses (Table 12). Without crop 

insursnce, these are losses lhat fkrmers themseive.<« would have had to absorb, and continue to 

support th*if families' livelihood. Since many grow*r6 rely on tobscco to pay their bUls, without 

crop insurance many of these forming operations would collapse under such losses, 

Minority fkrmers would likciy ba the most severely affected by the elimination of crop 

insurance on tobacco. For example, the Raleigh Regional Service Office, which covers tiie east 

coast from North Carolina lo Maine, services about 10 percent nf all Afiican-American operated 

farms. On thl« group of farms, tobaooo accounts for more than halfuf total crop SBles 00 Besriy 

3.1 percent of these fkrms 

The affect on worid tobacco trade of eliminating domestic program controls and 

maintaining our current trade policy with nsgard to both exports and imports, is somewhat 

unclear. U.S. production will increase, f ^ prices fall, and production to become cor>c*ntJated 

on larfle fanns. Small fflrms and communhios in the traditional tobacco producing regions would 

likdy suffer economically. 

The results would include an increase In lower priced U.S. exports and a downward 

pressure on tobacco prices in other countries. Some countries would see production fall, but total 

worid tobaeoo production would not likely change, Although trade patterns would change, ii io 

unclear who th* winreni anrf losers would be. It is likoly tiic U.S. would see imports decline and 

•Kports expand as U.S. prices fksU. However, selected low cost foreign producers may be able to 

take advantage ofthe sHfting pattems to increase flieir share ofthe U.S. and world market 

The afifect of a policy tbat eliminated the domestic program controls, removed barriers to 
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imports into the United States, such as ihe teriff rate quota currently in place, and that did not 

aggrestivvly pursue equiteble treatment for lis. exports is also dlfCoult to access. But it can be 

assumed that it would not result in the reductiun of total worid production and consumption, 

Worid tobacco prices would fall and production in the high cost producing countries 

would decline. Many developing countries thai depend heavily on tobacco as a source of foreign 

exchange would suffer lost revenue. The affert on worid tobacco trade would depend on the 

relative change in prices and the actions individ\i«l totmtries took to protect their domestic 

tobacco produoers, 

Worid tobscco consumption would likely increase as worid prices fitll. In the United 

Hwfis, imports may fail as domestic tobacco became more price compeiiiivc. U.S. exports could, 

in some cases, be completely at tiie mercy of trade baniers Imposed on U.S. tobacco by importing 

and consuming coumries such as Chins, the largest producing and eftn,uiming country in the 

worid. 

One can see that the affects of eliminatiî  Federal (Sovemment support for tobacco would 

go beyond small marginal producers. Input suppliers, wartiiouse operators, and the property tax 

base of local commuiiitJes would suffer in margnal production areas unless sufiQdent economic 

activity replaced tiiat currentiy genwwed by tobacco. Let's take a closer look at the communities 

and people we are talking about. 

Southside Virpnla 

Soutiiside Viî finia is a region containing the largest flue-cured tobacco producing 

counties in Virginia. This area borders North Carolina and iu major tobacco producing region, 
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and could be argued as typical of all the many rursl communilies lhat arc dependent upon tobacco 

for economic vitality. An excellent rt«dy entitled Tobacco's Important Rnle fŝ ^my f)f 

SMhaî fi-Vitgimby William Wise and Dixie W. Reaves of Virginia Tech focuses on .six counties 

that include Bniniiwick, Chariotte, HAlifa.x. Lunenburg, MeeUenburg, aiid Pitisylvaiiia." The 

following comflients boirow from their work. 

Howimponam is tobacco to these counties? In 1992, ofthc farms Vflth sales over 

$10,000, tobacco sales accounted fbr 6S percent ofthe region's total agricultural seles Farms 

with sales less tiian $10,000 represent 23 percent of thefenns produciiiR lobacco. but they 

account for just over 2 percent total tobacco laUt. For the ooumies, lobncco represents 67 

pereent of agricultural sales in LuTumburg County, 72 percent in Plnsylvania County, and 79 

percent in Halifax County. In Lunenberg and Haliftx Counties. 10 percent of all household 

income is generated from tobacco. In the six county area, the total annual regional output 

attributed to tobacco totals $756 milhon. 

In general, this region has a higher percentage of persons In poverty, a lugher 

unemployment rate, and a lower per capito income than the rest Of Virginia. The population Of 

the region also tends to be more elderly and less well educated tiian the population in other pans 

of the state. Then conditions, in general, are fclrly typical of tobacco growing areas throughout 

the country. Given the above, the in^rtancc of tobacco's contribution to the locsl economies of 

these areas takes on added significance. The ability to move to naw •conomic activities is rather 

limited in tiiese regions, and decision* made regwdiiiit the fliture of tobacco production have the 

potential to impact negatively. 
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The Humap ^A^r^ 

In his recent trip to tobaoco country. Secretary Glickman met msny tobacco quota owner, 

and farmers. The Secretary met an elderly widow who owns a quota. She i» a typical quote 

holder, mamed to a tobacco hm̂ ct in the 1940's, becsjne the owner ofthe quota when he 

died. She is now highly dependent on the lease etnoimt she gets from Ihe quote, indicating that h 

makes the difference in her quality of life, as it complements her Social Security check helping to 

pay fbr food, housing, and decent clothing. 

Many ofthe producers the Secretary met were limited resource and minority fanners, and 

typiff.1 ofthe group Utat th* h* wants to help by the work of U.e reoemly established Commission 

on UniM farms. It is imercsting to note that while Afiican-Americatj operated farms are about as 

likely as all U.S. farms to harvest com and soybeans, tiiey are twice as likely to harvest tobacco. 

In tobacco growir« states, the proportion of African-American operated fenns harvesting tobacco 

is nearly three times tiiat of all farms in the region. These fiicts, coupled with the fact that nearly 

90 percent of fiinns operated by African-Americans nationally had total sales of less than $25,000̂  

ftirthcr highliglii the Impact of tobacco on minority owned feims. 

The Secretaiy also mtt a young entrepreneurial producer who owns no quotas, but has 

managed to piece together 75 leases, from quote owners like the woman descnbed above. 

Anmial production of600,000 pounds of quota tobacco returns over $200,000 to the quota 

owners, What wc have is , highly successful small former eohtributing to il.e incomes and texes 

ofthc whole community. 

ihc local merchant is another important part ofthe picture, as tohacco farmers put cash 

on the barrel head, purchasing needed inputs and other products needed for family and faim. 
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T îcal ofthe local businesses Impacted by tobacco was sn implement dealer who explained lo 

the Secretary's party just how critical the tobacco ftrmer is to his businew 

As local merchants maintain and increase business, the whole community benefits with 

inefe,M«d economic aciiviiy md a larger level of sales and property taxes psid. It is estimated that 

a 100 acre producer generates $450,000 in annual sales, which in turn, using a standard multiplier 

effect of five, generates $2,25 million in economic acti>̂ ty for a community, In tobacco 

dependent areas, one can readily sec that xhese lobacco sales arc critical. 

Csnclasion 

Wc are at an historic crossroads regarding public policy and tobacco. In cloang, I hope 

that we are leaving you with a sense of wrhat tobacco means to the rural econonies of many of 

our counties. We hope we have succeeded in putting a human ftce on these difficult discussions. 

Our mral tobacco growing commumties will need our help, ar we transition to new public policies 

on tobaooo. USDA stands ready to work' with you to make sure the citxiens of these rural 

communities arc not left behind. 
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Table 1-Number of farms, acres, and average acres of 
tobacco on farms growing tobacco, 1992 

Stole Farm Tobacco average 
Average tobacco 
acreage per farm Stole 

Number 
Alabama 14 335 23.9 
Connecticut 43 1,456 33.9 
riorida 233 6,928 29.7 
Georgia 1,63S 40.403 24.4 
Indiana 2,946 9,170 3.1 
Kansas 12 37 3.1 
Kentucky 59,373 268,140 4.5 
Maryland 931 «.470 8.9 
Ndastachusettfi 27 400 14.8 
Mimoiiri 454 1,946 4.1 
North Cnnilina 17,625 283,900 16.1 
Ohio 3,487 11,006 3.2 
Pennsylvania 1,348 8,443 6.3 
Soutii Carolina 1,965 50,194 25.5 
Tennessee 22,953 75.621 3.3 
Virginia 8.444 «,419 6.6 
West Virginia 1,003 2,072 2.1 
Wisconsin 1.729 7»3?9 4.3 
Other States 5 12 2.4 
United Stetes 124.270 i31,233 6,7 
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Table 2-E5dmated average costs and returns for selected vegetable and 
field crups In North Carolina, 1994 

Crop Gross revenue y Cash variable 
expenses 2/ 

Net above cash 
variable: expenses 

Dollars per acre 
Sweet potetoes 1,627.50 1,118.92 508.58 
Cucumbers, Processing 992.00 1,041.62 W.63 
CucutiiUers, Fresh market 44U.D0 166.61 '26.61 
Bell peppers, Fiesh market 717.30 864.81 -62.56 
Snap beans, Prcih market 983.S0 600.06 383,44 
Watermelon 675.00 41̂ 5.86 190,63 
Cabbuge, Fzesh market 1,900.00 1.016.36 883.64 
Tomatoes, Fresh market 4,332.00 3,735.50 596.50 

Com 278.20 157.86 120.34 
Snyheans 170.91 93.10 75,81 
Cotton 623.80 291.70 331.90 
Plue-cured tohacco 4,089.80 1.884.68 2,205.12 

1/ Average price times average yield per acre. Source: USDA, NASS. 
2/ Vegetable expenses are hnwt on Eitaision enterprise budgets ftom Nortii Carolina Stiie 
University. Budgets modified to represent average production practices for 1994. Field crop 
expenses are from USDA's ULWi-of-productlon aocounts, 
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Table 3-Tobacco: Quota Summary Table-1996 

Stole Number of 
Quotas and 
Allutments 

Flue-cured 
(Quotas 

Buricy 
Quotas 

Otiicr 
Allotments 

Alabama 32 29 3 0 
Arkansas 4 0 4 0 
Florida 310 310 0 U 

Georgia 2,710 2,668 42 0 
niinois 2 0 2 0 
Indiana 8,819 0 8,799 i/20 
Kansii.1 26 0 26 0 
Kenhjcky 151.668 0 134,424 1/ 17,344 
Minnesota 39 0 0 i/39 
Missouri 1,389 0 1,389 0 
North Carolina 44,488 31,541 12,947 0 
Ohio 9.332 0 8,777 j;S55 
Soutii Carolina 4,840 i.m 0 0 
Tennessee 88,457 n 79,319 1/9,138 
Virginia 19,724 4.311 13,814 1/1,599 
West Virginia 3.124 0 . 3,t2A 0 
Wisconsin 3^59 0 0 1/ 3.559 

TOTAL 338,523 43.699 262,670 32,1 .U 

and binder in Minncsote, Ohio and Wisconsin and Virginia fiie-cuied and sun-cunjd in 
Virginia. 
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Table 4-Distribution of flue-cured quotas by size, 1996 

Acreage 
allotment 

North 
Carolina 

South 
Carolina GeOT̂ ia Virginia Florida 

All 
.Stotes il 

Acres 

.UM.OO 6.3 9.6 3.0 8.6 12.7 6.9 
1.00-3.0U 32.3 26.9 21.6 32.2 13.3 30.9 
3,01-5.00 19.5 17.8 14.1 17.2 7.7 18.6 
5,OM0.0O 20.3 19,5 20.8 18.1 11.3 19.9 
10.01-20.00 11.9 12.8 16.1 11.9 12.7 12.3 
20.01-30.00 7,3 iO.O 15.2 9.1 25.7 8.4 

50.01- 100.00 1.8 2.6 5.6 2.3 12.7 2.3 
100.01-199.9 0.4 0.8 1.4 U.5 3.3 0.5 
200.01 and over 0.1 0.1 0.2 0.1 0.7 0.1 

Number of 
quotas 2/ 31,541 4,840 2.668 4,911 310 43.6991 

1/ Includes Alabama's 29 quotas. 
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Table 5"Distribution of buriey quotas by size, 1996 

Poundage 
quoto il Kentucky Tennessee Ohio Indiana Virginia 

North 
Carolina 

AH 
Steles 2/ 

Pounds 

1 to 1.000 27.4 47.4 33.0 35.2 30.8 38.2 34.9 

1,001 to 
1,300 10.9 16.1 15.2 13.8 16.3 16.5 13.5 
1,301 to 
2,500 27.0 24,8 27.2 31.7 36.8 32.S 27.2 

2.501 to 
5,000 18.1 8.9 15.4 13.2 12.7 10.5 14.2 
5,001 lo 
10,000 10.4 2.2 6.8 4.6 2.8 1.9 6.7 
lo.oni to 
25,000 5.1 0.5 2.2 1.2 0.5 0.4 2,9 

25,001 to 
75,000 1.0 0.1 0.2 0.3 0.1 0.0 0.5 

75,001 and 
over 0.1 0.0 0.0 0.0 0.0 0.0 0.1 

Number of 
quotas 154,424 79,319 8,777 8,799 13,814 12,947 262,670 

1/ About 2,100 pounds is equivalent to an acre. 
^ Includes Missouri and West Virginia. 
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Table $"Tobacco quota volume summary-1996 

State Quote or equivalent (19̂ 6) 
pounds 

Alabama 831,964 
Arkansas 6.296 
Florida 19,786,497 
Georgia 108,982.940 
Illinois 2,076 
Indiana 18,719,913 
Kansas 86,171 
Kentucky 469.182,917 
Minnesota 57.442 
Missouri 6.386.692 
North Carolina 655,687,269 
Ohio 21.339,960 
South Carolina 112.023,099 
Tennessee 169,008,880 
Viiginia 115,241,896 
WcstVirgbia 6,239,970 
Wisconsin 9,116,800 
Total 1,722.676.576 

sndircctoT\fo_drafiMobaoco.quo J 
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Table 7~Flue-eiired quou ownership, 1996 

Stetc 
Number 

of 
Owners 

Kaoe Sex Stetc 
Number 

of 
Owners 

White Black Indian Other Male Female Corpora­
tion 

Number 

North 
Carolina 78,556 85.9 8.6 1.0 0.1 52,6 43.8 3.6 
south 
Carolina 16,580 77.9 22.0 0.0 0.1 34.9 41.1 4.0 
Qeoigia 6.519 93.8 6.2 0.0 0,0 60.3 35.0 4,7 
Virginia 10,758 73.3 26.6 0.0 0.1 56,2 41.9 1.9 
Florida 537 75,2 24.8 0.0 n.o 64.4 25.5 10.1 
Alabama 62 91.9 8.1 0.0 0.0 72.6 22.6 4.8 
United 
Stateii 113,012 84.0 1 15,3 0.7 Q.Q 53.8 42.6 3,6 
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Table 8-Burley quote ownership, i996 

Slate 
Number 

of 
Owners 

Race Sex Slate 
Number 

of 
Owners 

White niticlr Other Male Female Corporation 

Number Number 

Kentucky 167,695 98.7 1.2 0.1 66.7 31,7 l.C 
Tennessee 86,211 98.8 t,2 0.0 70.4 • 28.5 1.1 

Ohio 11.819 99.6 0.3 0.1 63.4 35.3 1.3 

Indiana 9,687 99.8 0 1 0.1 75.8 21.9 0.3 
Nonh 
Carolina 15,588 99.6 0.3 0.1 63.3 35.1 1.6 
Virginia 18,614 99.8 0.2 0.0 58.8 39.6 1.6 
Missouri 1.573 99.4 0.5 0.1 71.9 22.0 6.1 
West 
Virginia 3,513 99.9 0.1 0.0 705 28.6 0.9 
Olher ^tuten 
if 88 98.9 1.1 o.o 72.7 27.3 0.0 

United 
States 314,78$ 98.9 1.0 0.1 67.3 31.2 I.S 

1/ tndudes Alabama, Arlnî sâ , Oourgla, Illinois and Kansas, 
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Table 9~Number of quoto owners ihat do not grow tobacco if 

Stole Number 
Alabama SO 
Florida 304 
Georgia 4.908 
Indiana 6,741 
Kansas 21 
Kentucky 126,381 
Missouri 1,119 
North CUioIina 76,539 
Ohio 8,332 
South Carolina 14,615 
Tennessee 71,485 
Virginia 23,519 
West Virginia 2,510 
Wisconsin 4.077 
United sutes 340,581 

1/ Number of persorts who own or partly own tobacco quote. These 
ai* esdroaies derived by subtracting the number of census tobacco 

produdng farms ftom the number of people who have any ownership 
interest In quota. 

ti\t]>u\drafti\notgrB».lot) 
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Table 10-Tobacco producers who borrowed money directly from the 
U.S. Department of Agriculture, 1996 

sute Totoi Minority Race Females 

Number —Percent 
Alabama 1 0.0 0.0 
Connwtlcul 5 0.0 0.0 
Florida 38 26.3 5.3 
Oeofgia 127 1U.2 3.1 
Illinois 1 0.0 0.0 
Indiana 118 0.8 5.1 
Kentucky 3,265 3.8 6.2 
Maryland 

• • 
18 

22.2 3.6 
Maisaehusetts 7 0.0 0.0 
Missouri 17 li.S 5.9 
North Carolina 900 16.9 6.4 
Ohio 109 3.7 2.8 
Pennsylvanift 79 0.0 0.0 
South Caxollna 170 15.9 2.4 
Tennessee 836 5.0 5.4 
Virginia 385 15.8 8.6 
West Virginia 61 3.3 6.6 
Wisconsin 18 11.1 11.1 

United StAtei 6,155 7.2 5.P 
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Table 11-Tobacco producer borrowing directly from the 
U.Sl OvpiOtment of Agriculture, 1996 

Stole Total Minority race or. female 

Ttiousaxid dollars Percent 
Alabama 140 0.0 
Connecticut 662 0.0 
Florida 5,191 9.4 
Georgia 11,483 16.4 
Illinois 72 0.0 
Indiana 11,257 5.8 
Kentucky 235,451 4.7 
Maryland 985 2S.0 
Massachusetts 607 0.0 
Missouri 1,083 12.4 
North Carolina 65.775 13.3 
Ohio 9,202 4.2 
Pennsylvania 7,997 0.0 
South Carolina 18,920 11.7 
Tennessee 54,397 8.6 
Virginia 30,170 17.6 
West Virginia 1,784 12.1 
Wisconsin 1,345 1.5 

Viatcd states 456.524 7.9 
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Table t2»Crpp insurance experience, 1996 

Slate Active PoliclM Fr*mium 
Subsidy 

Producer Paid 
Premium 

Liability 

Alabama 8 8,794 22,159 813,484 
Connecricut 50 254,783 163,810 8,323,047 
Florida 302 170,877 95,365 

— 

11,048,167 
Georgia 1407 1,322,145 1,638,577 85,940,583 
Indiana 826 181,954 154.735 6̂ 55,038 
Kentucky 30,688 5,440,093 1,971,111 180,142,413 
Maryland 49 11,786 1,611 481,151 
Mastachusctts 36 tlQ,49S 20,544 3,389,363 
Missouri 393 101,859 30,790 2,114,169 
Noriii Carolina 15,264 6,938,560 11.199,528 597,300,547 
Ohio 1,670 2?7,747 118,359 <,574,524 
Pcnnsylvauiji 17 3,916 1,721 149,27£ 
South Carolina 1,114 1,552,577 3,066,857 I12,S98,«$2 
T«nii*woe 2,042,685 1,090,157 48,109,306 
Virginia 5,440 Z,Utf,4<t4 1,746,789 88,030,035 
Wtst Virgieia 642 94,160 29,493 1̂ 64,780 
WlaronsJn 667 5S,7S6 98,263 3,978,546 
United Stetea 6MI9 1»,S07,454 I0,44a,7lf 1,IS7,0I2,981 


