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Summary

Tobacco quota buyout legislation (Title VI of P.L. 108-357 (H.R. 4520)) terminated U.S. tobacco farm price support (nonrecourse loans) and domestic production controls (marketing quotas) after the 2004 crop year. An assessment on tobacco product manufacturers and importers will generate about $9.6 billion over 10 years for compensatory payments to tobacco quota owners and active tobacco producers. Beginning with the 2005 crop, there are no restrictions on who can grow and market tobacco, where it can be grown, and the amount that can be grown and marketed. (This report will not be updated.)
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Summary

Tobaccoguota buyoutegislation (Tile VIof L 108357 (LR 4520) terminated
USS. tobaceo furm price support (nonsecourse loans) and domestic production contzols
(masketing quotas) after the 2004 crop year.  An assessment on tobaceo product
manufacturers and importers will generate about $9.6 billon over 10 years for
compensatory paymens 1o tobacco quota owners and active tobacco producers.
Beginning with the 2005 crop,there are no rstsctions on who can grow and market
tobaceo, where it can be grown, and the amount that an be grown and marketed. (This
report will not be updated.)

Tobacco quota buyout legislation (P.L. 108-357, Tile VI, Fair and Equitable
Tobaceo Reform Actof 2004) liminated federal frm price support for obacco at the end
of the 2004 crop year. Tobuceo quota owners and active producers will be paid sbout
59.6 billion as compensation for lot rens und o sid in the transition 10 free market
system. The payment rateto quota owners is /1. on 2002 basic quota; the payment rate
1o active producers is $3/1b. on 2002 effective quota. Payments will be mide in cqual
annual nstallments for 10 vears. Farmers wanting faster payouts can sssign theis quota
buyout contracts (o private financial insttutions and receive discounted lump sum
payments. Money to pay forthe buyout comes rom new asessments on obacco product
facturers und imporers

Afier about 65 years of supply control and price support furmers are no longer
constrined a5 0 who can produce tobacco, where it can be grown, how much can be
murketed, or how low the farm price cun 2o. In their pre-buyout analyses, tobacco

ists anticipated & rapid consolidation of tobacco production onto substanially
fewer but lurger Tarms located in the most economical regions. Total US. tobacea
production was expected (o increase.

Paul L Holls, Tobacco Buyout Affects Oulook for 2005 Crops, S
December 29, 2004
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