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Chairman McIntyre - Thank you for the opportunity to address the U.S. House Agriculture Subcommittee on Rural Development, Biotechnology, Specialty Crops, and Foreign Agriculture.
I am Jessie Thomas Bunn, President of U.S. Tobacco Cooperative Inc.  This Cooperative’s former name for 62 years was Flue-Cured Tobacco Cooperative Stabilization Corporation.  The name change was made to reflect the Cooperative’s new mission since the 2004 Tobacco Quota Buyout.
Mr. Chairman I commend you and other cosponsors of HR1261 - The Youth Prevention and Tobacco Harm Reduction Act.  This bill will authorize Health and Human Services to realistically address tobacco harm reduction with scientific based programs instead of bureaucratic mandates.

U.S. Tobacco Cooperative is a grower owned and grower governed cooperative.  The Board is composed of 10 seats elected by growers and one seat appointed by the Governor of NC.
U.S. Tobacco Cooperative has production contracts with approximately 1,000 member growers for the 2009 flue-cured crop.  Our members are located in five states; Florida, Georgia, South Carolina, North Carolina and Virginia.  The Cooperative provides numerous services to the growers including supplying materials for market preparation, operating marketing centers for purchasing tobacco in all member areas; warehousing new crop tobacco for processing; processing tobacco for customers; long term inventory storage of processed tobacco and selling tobacco to international customers and domestic customers.  In 2004 the Cooperative purchased a small processing facility and a small manufacturing facility in Timberlake, NC.  The manufacturing facility currently produces cigarettes, small cigars and roll-your-own products.
As you can tell from this digest of services that U.S. Tobacco Cooperative extends to our member growers we are an integral part of approximately 1,000 grower operations.  The size of our members’ contracts range from 5,000 pound (approx. 2.5 acres) to 500,000 pound (approx. 250 acres).  Many of our members are father and son operations.  We are working to expand our customer base, both foreign and domestic which could allow us to offer contracts to more growers.
The Cooperative members have made the transition from producing under a quota system to producing for a market responsive industry.  Most all of today’s production is contract based.  Some growers were lured away from tobacco production in 2008 by unusual record high prices of other commodities.  These same growers were back requesting tobacco contracts for 2009 because profit margins are so thin on other commodities for 2009.  Most tobacco growers do not have access to enough crop land to create economics of scale for the production of food, feed and fiber crops.  Many tobacco growers farm less than 100 acres.  Tobacco is still the only legal crop that can sustain farm income for thousands of growers in the tobacco producing area.  Tobacco growers want to and are dependant on continuing to grow tobacco.  Growers have little or no alternative use for tobacco production equipment and facilities.

During the spring tobacco growers are usually concerned with the challenges of weather, disease and labor issues for the coming season.  This year, the growers’ concerns are directed to pending FDA legislation that could saddle the industry with financial and operating constraints that would be impossible to meet.

This cooperative supports HR1261 because of the bill’s rational pursuit of tobacco harm reduction.  Growers realize and understand that tobacco products will be regulated by the U.S. government in the future and that tobacco harm reduction will be pursued.  On the other hand, growers realize that HR1256 will provide the authorization for FDA to dictate regulations for all aspects of the tobacco industry from seed to sale.  HR1256 can dictate standards and specifications on the manufacturer that can not be met by the U.S. growers that supply leaf tobacco for manufacturing.  The growers are aware that the scope of HR1256 is broad and will allow onerous regulations that can be impossible for U.S. growers to meet.  Tobacco production already requires high investments.  Extensive production standards and record keeping will harm the U.S. grower’s competitive position in the market place.

HR1256 can require manipulation of nicotine in products to the extent that growers will have to use Genetically Modified Organism (GMO) varieties to meet standards.  Commercial production of GMO varieties in the U.S. will kill much of our export market.  Many of our tobacco customers will not use GMO tobacco or buy tobacco from areas where GMO tobacco is grown - period.

HR1256 can burden growers with unnecessary pesticide standards and record keeping that will again raise the cost of U.S. production beyond the competitive value of U.S. grower’s tobacco.  The intent may not be in HR1256 to regulate growers but this bill will regulate the crop that U.S. growers supply.  We all know that the standards will be mandated by the manufacturers on the tobacco purchased from U.S. growers.  If HR1256 becomes law, growers expect a continuing escalation of add on regulations from FDA especially since the FDA will be funded by user fee.  Since current FDA programs are under funded, tobacco user fee will provide a windfall of resources to expand the bureaucracy of FDA.
The mandate of HR1256 can damage our grower’s ability to service the export market by imposing standards on production that differ from the needs of export customers.  U.S. Growers production that is destined for an export customer should accommodate the needs of the export customer instead of FDA.

Another element of HR1256 that could cause serious damage to this cooperative is the classification of manufacturing.  The large and small manufacturer category definitions will classify our small cooperative facility as a large manufacturer because the definition will include all employees of the cooperative as manufacturing employees regardless of their duties.  This concept is irrational.
Several manufacturers that have much larger production volume than the cooperative’s Timberlake factory will be considered small manufactures.  The FDA large manufacturer compliance schedule could close our factory doors which will be to the competitive benefit of other competing small manufacturers.  This cooperative is an integrated grower service organization and should not be punished for doing more than just manufacturing.  The manufacturing segment should be classified as a separate function from grower services.

U.S. Tobacco Cooperative takes the position that HR1261 will provide a more productive way of addressing tobacco harm without jeopardizing the livelihood of growers.  In contrast, as already stated in this testimony, HR1256 offers unpredictable authority to control the tobacco industry from seed to sale while creating unreasonable cost for the approximate 1,000 grower families that depend on U.S. Tobacco Cooperative to keep them in business.

There are many stipulations in HR1256 that can be selectively implemented.  We will not understand all of the impacts until the regulations are published.  This is another of many reasons why our grower cooperative opposes HR1256.

Mr. Chairman, thank you for the opportunity to provide testimony to this Subcommittee.
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