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SUBJECT: Update on U.S. Tobacco Exports to China 

ISSUE: 

The U.S. is seeking approval from China to export U.S. tobacco. Under the 1992 U.S.-PRC 
Market Access Memorandum of Understanding (MOU), China agreed to improve access for a 
number of U.S. agricultural products, including tobacco. 

BACKGROUND: 

China will not permit the importation of U.S. tobacco until it has been demonstrated that tobacco 
blue mold (TBM) will not be introduced into China on this product. Scientists from both 
countries have spent considerable time on TBM. U.S. researchers have demonstrated that its 
tobacco (from 1991 to 1997) has no evidence of blue mold. There is no scientific evidence that 
TBM even causes infection naturally, a conclusion reached by world renown researchers. During 
the week of September 20, 1998, at the most recent USDA and CIQ bilateral meeting, the U.S. 
once again requested approval from China for the importation of U.S. dried tobacco. China still 
maintains that there is a risk in stored tobacco and insists there is a need to do more research. 

AN EOUAL OPPORTUNITY EMPLOYER 
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July 8, 1998 

MEMORANDUM FOR THE VICE PRESIDENT 

FROM: 

SUBJECT: Meeting with Representative Doggett -- International Tobacco Control 

You are meeting with Representative Doggett on Friday to discuss his bill, the 
International Tobacco Responsibility Act of 1998. The Doggett bill was included, with some 
minor modification, in the Hansen-Meehan bill, which the President said he would sign if 
provisions are included to protect farmers. The Hansen-Meehan bill has 107 cosponsors, 
including Doggett and 11 Republicans. 

We believe that public health spending under comprehensive tobacco legislation should 
include significant funding ($200 million a year) for international tobacco control efforts. These 
funds should be spent on both governmental and non-governmental efforts to promote public 
health and smoking prevention efforts. 

The Doggett bill has several additional international provisions that we would like to 
change so that they do not interfere with diplomatic and trade priorities. For example, although 
we support the bill's effort to prohibit U.S. government support for promotion oftobacco 
overseas, we need to ensure that the language does not interfere with USTR's ability to negotiate 
tariff reductions or interfere with treatment of other products. In addition, the Doggett bill 
contains a provision that the State Department and HHS consider problematic and unenforceable, 
which would require US companies to abide by the new labeling and advertising requirements 
when doing business in other countries. The industry strongly objects to these provisions for a 
different reason, because it views them as a real threat to its international operations. 

The McCain bill, as reported out ofthe Commerce Committee, contained provisions very 
similar to those in the Doggett bill. Consequently, DPC staff worked with Senator Wyden and 
other Commerce Committee members to arrive at mutually agreeable international provisions in 
the Manager's Amendment offered by Senator McCain. The language we negotiated, while not 
perfect, successfully addressed the problems raised above. 

In addition to discussing international tobacco control, Representative Doggett is likely 
to ask about general strategy for advancing comprehensive tobacco legislation in the House. 
First, we will encourage Representatives Hansen and Meehan to file a discharge petition for their 
bill. Second, we will explore the possibility of including key provisions designed to reduce 
youth smoking -- such as a significant per pack price increase -- in any potential reconciliation 
bill. 
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Background: Q&A on International Tobacco Issues 

Q. Does the Administration support the international provisions in the Doggett bill? 

A. Tobacco use is a global health problem. Comprehensive tobacco legislation should 
address this problem by providing significant funding for multilateral and bilateral efforts 
designed to discourage youth smoking abroad. Such funding will enable us to provide 
technical assistance to other countries, and will support diplomatic, media, and grass 
roots efforts designed to reduce youth smoking. 

We do have concerns, however, about certain provisions in the Doggett legislation. Some 
of these provisions raise important legal and foreign policy concerns. As we move 
forward in this area, we want to ensure that international tobacco control legislation does 
not interfere with our diplomatic and trade priorities or result in policies that are 
unenforceable abroad. Rather than extend US laws unilaterally to other nations, we want 
to work bilaterally and multilaterally through the World Health Organization and other 
entities to share our experiences with other nations, and encourage them to adopt laws to 
reduce tobacco advertising that targets children. We prefer language like that included in 
the bill Senator McCain brought to the floor of the Senate. 
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Congressmlln Lloyd Doggett's The International TolJacco Responsibility Act of 
1998 

Ptotecting the World's Cllildren from Nicotine Addiction 

I. EotHblillhel! a Code pC Conduct fllr '_Abelln!: and Advertising QveneHs The bill requires 
U. S, tobacco companies to print he~lth w~rnil1g labels on tobacco products sold overseas that are 
a8 stringent as those required in the United States, It also prohibits U,S. tobacco companies from 
selling, advertising or marketing tobacco products to children in other countries, with the same 
standards ilpplied to their overseas conduct liS at home. 

2, Ends II S. Gover!llnenr Support [or Tobacco Abroad. The bill prohibits the federal 
government from prO'lloting the sale Or export oftobaceo or tobacco products ~broad. It also 
prohibits the government from attempting to weaken II foreign tobacco regulation unless the 
regulation discrionjnates against U.S. products in an arbitrary lind unjustifiable mllnner and ISll0t <1 

reas\ln~ble means ofprotectlng publio health_ 

2. Adequately Fundi Global Tobacco CQutrQI ElIorU. The bill dedicates two percent of any 
revenues from assessments on the tobacco industry to fund global tobacco control. 11 dedicates 
half of that amount to the Department of Health and Human Services and the other half to the 
American Center on Global Hellith and Tobacco, a private, nonprofit orgilnization the bill 
establishas to assist public health orgMizations in other oountries through public education 
programs, technical assistance to health professionals, ml\ss media campaigns, granls lind other 
general assistance. 

4. Stop International Tobacco Smygglin!:, Tho B\.lreau of Alcohol, Tobacco and Firearms, 
which currently regulates alcohol smuggling, j~ given authority to deter tobacco smuggling 
through, among other things, R system of export permits aod increased record keeping, 

5. Support TntClrnarlonol TobOCCQ Frompwork Con\lentjgn. The bill expresses the sense of 
Congres$ that the United States 5~ould support the adoption of the International.rramework 
Convention, which would set worldwide standards for curbing tobacco use. 

The United States has the opportunity to act as a world leader in promoting public healt~, If 
Congress passes any meaS\.lre to confront domestic lobacco usc, it must also taekle the health 
problems caused by the use of American tobacco products abroad. The International Tobacco 
Responsibility Act of 1998 estAblishes a responsiblo U.S. policy for the promotion of global public 
health. 
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Detailed Summary of the International Tobacco Responsibility Act of 1998 
Sponsored by CongressmlJn Lloyd Doggett 

Title 1. Cod" of Conduct & Advertliing. 

I. Amends the Federal Food Drug and Cosmetic Act (FI)CA) to: 

• Make it unlawful for any domestic concern (dofined as an individual who is a citizen or 
resident of the U.S, or a corporation, pannership, eTC, which has its principal place of 
business in the U.S. or Is organized under U.S. law) to cause OJ contribute to the sale or 
distribution of tobacco products in a foreign country to children, 

• Make it unlawtill for a domestic concern to advertise or promote tobacco products in a 
fOflligll country In a manner that does not comply with U.S. requirements for advertising 
and promotion. 

• Make it unlawful for ally domesLic concern to sell in a foreign COuntry tobacco products 
which do not contain warning labels that comply with U,S, requirements and are in the 
primary language(s) of the country; allows the Secretary ofHHS to issue a waiver when 
he/she detenllinsB that the requirements ofa foreign country arc (1) substantially similar to 
U.S. requirements and arc (2) adequately enforce". 

• Create a finder's fee (consistent with other section~ of the FDCA) that would be awarded 
to anyone providing information that leads to a conviction for II violation of the law. 

Title II. Prohibition of Government Suppo.·t or Tobac:co Over5cll5. 

• Prohibits any U.S. official or agency from promoting the export, sale, distribution, etc. of 
tobacco or tobacco prOdUCI$ in II foreign country, 
Prohibits any U.S. official or agency from seeking the reduction or removal of allY foreign 
tobacco resUiction unless: 

1. tbe restriction is applied in II manner which is an arbitr~ry or unjustifiable 
discrimination; 

2, the Socretary of Commerce cCI1ilies in writing to Congress that the restriction is blling 
applied in a manner which is an arbitrary or unjustifiable discrimination; and 

3. the Secretary of HHS ccrtilics in wtiting to Congress that th" remiction Is not a 
reaBonable means of protecting the pllblic health. 

Titlr: III. The American Cr:nt~r on Global HeDlth lind Tobncca. 

• Requires that two percent of any tobacco settlement revenues be dedicated to international 
tobacco control ef'fbrts, with half of that all10unt dedicated to the American Center on 
Global Health and Tobacco (ACT) and half dedicated to the Dl:partment of Health ~nd 
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Human Services, 
Establishes the American Center on Global Health and Tobacco (ACT). Charges ACT 
with S\lpport that Includes: 

L public education programs to inform the public about the hazards of tobacco use and 
environmental tobacco smoke. 

2. mllss media campaigns, including counler-tobilCCO advertising to reVCf5C the image 
appeal of pro-lobacco messages. 

3. education about the economic and societal costs of tobacco and effective tobacco uso 
prevention and cessation strategies. 

• Provides that ACT shall be II nOl1profit corporation based in the District ofColulnbia and 
that in no way shall it be construed all agency of the U.S, 

• Provides that ACT shall be governod by a board of up to 2S members including Members 
of the Senate and the House of Rcpresentatives; the heads of American public health 
organizations; the heads of American media, milrkcting, and other nongovernment 
institutions and corporations; and individuals active in education, public health lind other 
relevant activities. 
Creates an International AdvisolY Council consisting of representatives ofintemational 
public hl!lallh organizations to provide advisory assistance to ACT, 

• Provides for funding at $150 million per year, 
• Requires ACT to subll1)t an annulIl report to Congress and provides for annual Audits by 

the Comptroller Generalaud periodic audits by independent accounting firms. 

Tille TV, SmugglinlJ. 

I _ Labeling 

• Requires the Secretary of Treasury to develop regulations that require tobacco 
manufacturers to print a uIJique serial number on all pac~ages of tobacco products that 
will II JI ow the Secretary to identift the manuracturer of the product and the location lind 
date of manufacture. 

• Reguires That the package of tobacco products which are exported be labeled with the 
name of the country of final destination. 

• Makes it illegal for any person to alter or remove any mark or label from a tobacco 
product. 

2. Requirements for Tracking. 

• Requirea any person e)(porring t'obacco products to post 8 bond with the Secretary of 
Treasury thAt discloses the country to which the produ.t will be e)(ported and receive 
written assuranccs from the recipient that the recipient (J) will not yiolate any law or 
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regulation reillting to tobacco products and (2) has nev~r been convicted of an offense 
related to tobacco prodllcts. 
Requires the Secretary to develop reguilltions that determine the amount orlhe bond, but 
states that the bond mLI$! be at least equal to the Federal tl!)( that would be imposed on the 
products if they were to be consumed in the United Stales. 

• Directs the Secretary to relurn the bond when he/she determineg (based on documentation 
provided by the person who po~ted the bond) that the tobacco products h~ve bcen 
received in the country Slated in tho bond or hav" been stolen or destroyed. 

3. Tobacco Prodl.!ct Permits. 

• Req4ires the Secretary of Treasury to develop II progra.n under which tobacco product 
permits are issued to persons wishing to export tobacco products and allows the Secretary 
to require record keeping for tobacco products that arc subject to the permit requil'tlments; 
allows the Secretary to audit such records. 

• Makes it unlawful for anyone not holdins a permit to import, export, manufacture, 
warehouse, etc. any tobacco product. 

4. Military Tnstallations and India" Rcsen>atlOIlS. 

Direct~ the Secretary of Defense, in cansulation with the Secretary of Treasury, to 
develop regulations that limit the ~ale of tobacco products On a military in~tallation to one 
canon per individulll per day. Directs the Secretory to determinc the amount of 
non cigarette tobacco products to be sold per individual per day. 

• Requires that tobacco products sold on military installations be labeled as such, 
• Requires that tobacco products sold on Indian reservations be labeled as such. 

5. Duty Free Shops. 

• Directs the Secretary of 'freasury to promulgate regulations to enforce a reasonable per 
day limit on the sale of tobacc:o products. 

6. C-hangcs to Contraband Cigarette Trafficking Act (relates to smuggling between states only, 
not international). 

• Lowers the threshold for unlawfully distributing. selling, etc cigarettes which bear no 
evidence of state t~)( payment £i'om 60,000 to 30,000 and expands coverage to aU tobacco 
products. 
Makc:s it unlawful to transport tobacco products under a false bill of lading. 

• Ma~es it a violation ofCCTA 10 fail to keep distribution record or to interfere with 
inspection of those records. 

• Provides for forfcitllre of proceeds resulting from the unlawful distribution of tobacco 
product~. 
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Tille V •. Senu or Congress. 

States: It IS the sense ofConsress that the United States government should support the 
development, adoption, and implementaTion oflhe International Framework Convention on 
Tobacco Control through all avallilble resources, including direct financial support, technical 
assistnm;c, and any other appropriate measure, 
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Kay Casstevens @ OVP 

• 07/07/98 02:32:06 PM 

Record Type: Record 

To: Elena Kagan/OPO/EOP 

cc: Bruce N. Reed/OPO/EOP 
Subject: VP meeting with Rep. Ooggett on tobacco 

Rep. Doggett has asked to meet with the VP about his bill, the International Tobacco Responsibility 
Act of 1998. I think his bill has been included as a title in the House D's tobacco bill. 

I think that Doggett just wants to tell the VP about it and ask for White House support. 

The meeting is set for Friday afternoon at 4:20 pm. I have a summary of the bill which I will fax to 
you. Will you please take a look at it and let us know what position the VP should take. I'll put 
together a briefing memo on Thursday and would really appreciate your input. If it is necessary, we 
can do a 5 minute briefing with him prior to the meeting on Friday. 

Thanks for your help. -- Kay 



US Government Support 
for Tobacco Abroad 

International Tobacco Issues 
(DRAFT -- March 26, 1998) 

Lautenberg Proposal 

Prohibits the use offederal funds to (1) promote 
the sale, manufacture, advertising, or export of 
tobacco or tobacco products abroad; or (2) 
attempt to weaken a foreign tobacco regulation 
(including tariffs) unless the Secretary of 
Commerce [should be USTRj certifies that the 
regulation discriminates against US products in 
an arbitrary and unjustifiable manner and the 
Secretary of Health certifies that it is not a 
reasonable means of protecting public health. 

Comments 

This section permanently codifies and 
expands Doggett amendment to FY98 
Commerce-lustice-State Appropriations 
bill. Provision would apply to other 
agencies. 

Language could prevent the US from 
negotiating to reduce or eliminate all 
tariffs (which would include tobacco 
tariffs) as part of a larger negotiation, or 
enforcing US trade agreement rights. 

HHS Secretary certification process is too 
onerous. Should instead be consulted and 
have input. 

The "arbitrary and unjustifiable" standard 
would exclude MFN violations where a 
country treats the products of one country 
less favorably than another. Also, 
standard is derived from GAIT so an 
unfavorable court interpretation could 
adversely impact other trade areas. 
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Alternative Proposal 
I 

Option I: Permanently codify Doggett , 
without expansions. Report language 
could assure Congre~s that easing tariffs 
on tobacco products ~vould not be primary , 
objective of any tariff· negotiation, and 
that HHS would be consulted on any 
actions regarding tobacco. . I 
Option 2: Amend exp',anded Doggett 
language to delete refrrence to tariffs and 
certification requirement. Provide same 

I . I . I report anguage as In optIOn . 
I 
I 
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Lautenberg Proposal Comments Alternative Proposal 
I 

Code of Conduct for Companies are prohibited from selling, International code of conduct for US Provide agencies with principles to adhere 
Labeling and Advertising advertising or marketing tobacco products to companies would be unilateral, not to in negotiations for an international 

children in other countries, with US standards enforceable in other countries, and tobacco control "frarilework convention", 
applying to their conduct overseas. Federal law voluntary in nature. Moreover, foreign and authorize an annhal appropriation to . 
governing the content of health warning labels on countries would find this intrusive. fund an office resporlsible for 
tobacco products would apply to products sold . 

coordinating this effdrt. 
overseas (unless the label complies with Instead, an international framework I 
substantially similar labeling requirements set by .convention is more likely to lead to global This could take the f6rm of sense of the 
the foreign country, and those requirements are policy that is binding for participating 

I 

Congress language which conveys that the , 
being enforced). Labels must appear in the countries. President should work, through the 
primary language(s) of the foreign country. Secretaries of State ~d Health, with other 

countries to develop international code of 
conduct to encourage the emulation of 
our domestic tobacco policies elsewhere. 

2 
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Lautenberg Proposal Comments Alternative Proposal , 

Prevention of Tobacco Gives A TF authority to deter tobacco smuggling Doesn't address what happens once US Make it illegal for an~one to ship tobacco. 
Smuggling through a system of export permits, packaging products go overseas -- ie. How do we products in interstate icommerce or foreign 

requirements, and increased record keeping. ensure that they arrive at their proper commerce without a permit issued by the 
destination? Secretary ofTreas~. Anyone . 

Permits: It would be illegal for anyone to ship conducting business without a license or 
tobacco products in interstate commerce or registration would be subject to criminal 
foreign commerce without a permit issued by the and civil penalties. 
Secretary of Treasury. Permit holders must keep 
records concerning the chain of custody of Authorize funds for A TF for investigative 
tobacco products. operations and prosedutions and for A TF 

and customs to prevebt trafficking and 
Packaging: all tobacco products must have serial 

I 

contraband tobacco products. Funds 
number identifYing the manufacturer, and must should be available felr US customs to 
be labeled with the country of destination. provide training and technical assistance 
Exporters must post bond with Dept. of Treasury to foreign govemmen~s. 
and receive written confirmation that recipient 
will not violate laws of that country. Allow the Secretary of Treasury to impose 

I 
licensing and registration fees to recover 

MilitaIy Installations: prices charged at overseas the costs of administt the system. 
military installations must be the greater of: (1) 
the average price charged in neighboring [Note: Treasury Dep ent (John 
metropolitan area; or (2) the highest price Simpson) still owes uS paper on bar 
charged for the product on military installations codes, tracking, etc. tel ensure that 
in the US. products arrive at theit proper 

destination). I 
Duty-freeShops: prohibits the sale of tobacco I 

products in duty-free shops. 

3 
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Funding for 
International Tobacco 
Control Efforts 

Lautenberg Proposal 

Requires US tobacco companies to pay a two­
cent licensing fee to the Secretary of HHS for 
each package of cigarettes it sells overseas. 

These fees would be deposited in an International 
Tobacco Control Trust Fund, and $150 million 
would go annually toward the establishment and 
operation of a private, nonprofit organization 
located in Washington, DC (the American Center 
on Global Health and Tobacco "ACT"), designed 
to assist public health organizations in other 
countries to reduce tobacco use through public 
education programs and mass media campaigns. 

Trust fund revenues could be used to fund grants 
and other forms of assistance to foreign 
governments and NGOs to reduce tobacco use in 
foreign countries. 

Comments 

Funds should not be channeled 
exclusively through one organization. 
Guiding principles should be that funds 
should be available to public and private 
entities (governments and NGOs), along 
multilateral and bilateral lines, and for 
health and education purposes. 

There should not be a separate 2 cent per 
pack fee -- international piece is part of a 
comprehensive solution to tobacco issue 
so there should be one comprehensive fee. 

ACT is too media/education oriented. 
Should focus equally on promoting public 
health and be accountable to public health 
community. 
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Alternative Proposal 
I 

Funds should go to the following 
combination of entitibs: 

a) assist efforts by fJeign governments 
and NGOs to reduce lobacco use in 

I 

foreign countries. HHS would provide 
I 

leadership and coordination for the global 

effort. I 
I 

b) deposit funds within a trust fund at the 
World Bank, to be ushd for international 
tobacco-related publib health and 

• I 
educatIOn effort. The Fund would be used 
in developing countries for education and 
training programs, irnplementing bans on 
advertising and promcltion of tobacco 
products, implementing national price 
increases, research, arid establishing 
tobacco control units. \ 

c) ACT or ACT-type irganization which 
places equal emphasi~ on education and 
public health compon~nts. 



Purpose: To agree on Administration principles regarding international tobacco to feed into the 
legislative process currently underway. A number oflegislative proposals have been floated for 
consideration. Many were introduced at a Capitol Hill press conference on February _. A brief 
synopsis of these bills is attached at Tab I. The Administration will be asked on Tuesday during 
the mark-up of Senator McCain's bill its position on these various proposals. An inter-agency 
working group under the NEC has been working many of these issues the past few months and 
have arrived at consensus on key points. We are seeking for NEC Principals to ratify inter­
agency consensus positions. 

Issue 1: Guideline~ on U.S. Government support for promotion of tobacco overseas. 

There is Congressional interest in making permanent the Doggett Amendment to the FY98 
State/Commerce/Justice Appropriations bill and codifying the.Administration's Guidelines 
issued in February. There is inter-agency agreement to incorporate the Doggett language into a 
comprehensive tobacco bill, while providing some.additional report language assuring the 
Congress that tobacco products would not be a primary objective in tariff negotiations, and that 
the USTR would include in its Annual Report information on any actions regarding tobacco 
restrictions that were addressed because they were discriminatory and fit within the exceptions 
provided in the amendment. Lastly, the report could assure Congress that HHS would be 
consulted on any actions regarding tobacco products. 

Issue 2: International Code of Conduct 

Senator Lautenberg and Representative Waxman support an "international code of conduct" that 
would set labeling arid advertising requirements for tobacco products abroad by domestic 

. concern~. U.S. tobacco companies ·"'mild be required to print health warning labels on tobacco . 
products that are at least as stringent as those in the United States. Companies would face the 
same standards applied to their overseas conduct as they face at home -- they would be 
prohibited from selling, advertising, or marketing tobacco products to children abroad, for 
example. 

This proposal raises extraterritoriality issues that would cause problems with many foreign 
governments with whom we seek to work to positively address tobacco control issues. Export 
controls for a legal product has little if any support and would rally pro-tobacco forces. Also, 
State Department cites enforcement concerns about its ability to enforce these rules overseas. A 
voluntary code would undoubtedly be not successful given the tobacco industry's track record. 
The inter-agency consensus is that it would be preferable to negotiate a code of conduct with 
governments. 

HHS has proposed pursuing a "Framework Convention on International Tobacco Control" as 
proposed in 1996 by the World Health Assembly (see Tab -.J. Such an accord would create an 
international framework through which nations could address the supranational dimensions of 
tobacco control in separate protocols. It would also aim to strengthen control efforts through 
information sharing. The inter-agency group, including the Department of State, is in general 

PRESERVATION PHOTOCOPY 
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agreement with this approach, though it is agreed that considerable work must be done in 
conceptualizing what such a convention would look like, how local laws and regulations would 
be enacted and enforced and what sort of international assessment provisions would ensure its 
effectiveness. 

Issue 3: Smuggling 

There is significant concern that smuggling may undermine legislated price increases in the U.S. 
market. The Administration will be proposing licensing and registration for domestic 

. manufacturers, wholesalers/distributors, retailers and exporters/importers. The Administration's 
proposal should include funds for Customs and BATF to enforce at borders and internally, 
respectively. Although outside of the International Working Group's mandate, it has been 
suggested that our proposal should also promote customs cooperation (being able to match U.S. 
exporter documentation with corresponding importer data, for example) to better ensure integrity 
of custody chain. It would also be beneficial to also provide funds for technical assistance to 
other nations' customs services (see international funding issues, below). 

Issue 4: International Funding 

There are two basic issues: amounts and modalities. Specific proposals have been introduced to 
create a new NGO ("ACT") modeled on National Endowment on Democracy. There are a 
variety of options as to whether and how such an entity would share funding with official -­
bilateral and multilateral -- programs. As for funding, a 2¢ per .pack "export fee" has been 
proposed, but there has been no serious consideration ofthe separate fee to fund international 
programs. The percentage or absolute amount of industry payments to be devoted to 
international activities has not been fixed; desired range has been cited at $50-150 million per 
year. Nor is there at this point agreement on a specific mechanism. However, there is no 
disagreement on the general principles. Funding should be made available in the legislation for: 

• official and non-official (NGOs and non-profits) endeavors 
• bilateral and multilateral programs 
• public health and education/media efforts 
• have provisions for policy coordination plus financial accountability 

HHS would like to beef up CDC's tobacco control efforts; Treasury would like some funding to 
be set aside for the World Bank and regional development bank programs. (See HHS and 
Treasury proposals at Tab~. There is also agreement on providing a key role for NGOs -­
though less enthusiasm for funding them directly (such as through ACT proposal) or indirectly 
(through HHS, StatelUSAID and TreasuryIMDBs). Ultimately, however, the international 
programs should include monies to train USG overseas diplomatic and commercial personnel 
(per Doggett and Guidelines) and fund official international tobacco control efforts (e.g., WHO 
framework) and technical assistance to customs and enforcement personnel overseas. 

2 



INTERNATIONAL TOBACCO ISSUES 

The President has stated that the strengthening of international efforts to control tobacco, including 
internatio~a1 prevention and cessation programs, should be included as part of comprehensive tobacco 
legislation. Pursuant to this goal the Adrniillstration seeks legislation that will: . 

Prohibit U.S. Govemment support for promotion oftobacco overseas. 

• Make permanent the Doggett Amendment to the FY98 State/Commerce/Justice Appropriations 
bill, codifYing the Administration's Guidelines issued in February. 

• Provide report language that clarifies "normal business facilitation" and the treatment of tobacco 
in tariff discussions; assures that HHS will be consulted and sign-off on any trade actions that . 
are taken relating to tobacco or tobacco products; and provides for USTR to report on any 
tobacco-related trade activity in its Annual Report to Congress. 

Promote Development of a Code of Conduct for Intemational Tobacco. 

• Will work to address the issue of warning labels, advertising bans and prohibitions on sales to 
children with other governments, bilaterally and multi1ateraUy, including through the framework 
provided by the World Health Assembly. 

• Do not support difficult to enforce legislation that unilaterally sets tobacco product labeling, 
advertising and sales requirements for U.S. companies operating abroad. 

Increase Intemational Cooperation to Combat Smuggling. 

• Propose licensing and registration for domestic manufacturers, wholesalers/distributors, retailers 
and exporterslimporters to address concerns that smuggling may undermine positive effects of 
mandated price increases in the U.S. market. 

• Include provisions to enable more effective enforcement at borders and internally; should also 
promote customs cooperation to better ensure integrity of export custody chain and provide for 
technical assistance for other nations' customs services. 

Ensure Adequate Funding of International Public Healtb and Education Initiatives. 

• Provision for funding ofintemational public health and education initiatives should be identified 
within overall payment from industry, not from a separate uexport fee." 

• Delivery mechanisms must ensure for policy coordination and fiscal accountability and be 
flexible enough to provide substantial funding for science-based public health and education! 
media programs, delivered through both official and non-governmental channels, bilaterally as 
well as multilaterally. 

• Specific mechanisms to be developed in further consultation with interested Members of 
Congress and international public health community once macro funding parameters established. 



Doggett 

International Tobacco -- WydenlHollings Negotiations 
(May I, \998) 

S.1415 Our Position Wyden's Proposed Hollings Proposed 
Compromise Language 

Expanded Doggett. Simple Doggett' with Simple Doggett, but Codifies Doggett 
report language saying wants to strengthen report 

(Comment: This would that lowering tariffs on language on reporting and 
interfere with our ability tobacco should not be accountability to 
to negotiate tariffs on primary goal of any trade Congress. 
other products and negotiation, and Secretary 
contains onerous HHS of HHS should be (We would probably not 
certification requirements consulted on tobacco have a problem with this 
if tobacco trade trade issues affecting change.) 
oegotiations would public health. 
potentially impact public 
health.) 

Our Proposed Strategy 

We should encourage 
Hollings to adopt 
Wyden's report language. 

The Doggett language included in the FY98 Commerce-justice-State Appropriations bill prevents the federal government from promoting the 
sale or manufacture of US tobacco products overseas. 

1 
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S.1415 Our Position Wyden's Proposed Hollings Proposed Our Proposed Strategy 
Compromise Language 

Code of Conduct Unilaterally imposes US Work through Adopt international Creates an Office of We should not pursue the 
marketing and advertising international framework framework approach, and [ntemational Tobacco EAA option, but instead 
laws on US companies, convention on multilateral amend the Export Control Policy at HHS encourage Hollings to 
its affiliates or and bilateral basis to Administration Act to which would act as the beef-up his Office of 
subsidiaries selling encourage other nations require license for lead negotiator for the US [ntemational Tobacco 
tobacco products to adopt laws, regulations tobacco exports. Require in area of international Control Policy language 
overseas. Requires FDA and public health that US companies tobacco control, to: (I) coordinate with 
enforcement of these programs similar to ours.2 comply with our coordinate among US and fund activities of 
provisions abroad. advertising, marketing foreign policy and trade other agencies and 

and labeling restrictions negotiators, and report to internationalorganiza-
(Comment: creates overseas in order to Congress on the progress tions; (2) coordinate with 
extraterritorial issues obtain an export license. of negotiations in this NGOs, including ACT; 
which will be viewed with Also wants to cover re- area. Authorizes such and (3) participate in 
hostility by other nations. exports. 3 sums as necessary. international framework 
Many provisions would convention. 
be unenforceable.) 

2 Alternatively, the State Department has prepared line edits to Wyden's code of conduct language which would apply restrictions only to US 
companies, but not to foreign citizens operating in foreign countries. While this would address some of our extraterritorial concerns, enforcement problems 
would still remain regarding US persons acting overseas. It would also just prompt US companies to set up overseas subsidiaries. The international policy 
agencies do not want to go down this road. 

3 Wyden has acknowledged that his code of conduct language raises large extraterritorial problems, and is willing to pursue a framework 
convention approach as long as some other mechanism takes effect in the interim. He has proposed making US advertising, marketing and labeling restrictions a 
condition of tobacco export licensing under the Export Administration Act (EAA). The EAA currently governs the licensing of US exports to protect national 
security or advance foreign policy -- products such as super-computers or weaponry that could be used against us by hostile nations. The EAA lapsed in 1994, 
and is only operational under a semi-annual declaration of emergency by the President pursuant to the [nternational Economic Emergency Powers Act. Currently, 
the EAA stipulates that it could be used to further the policy goal of protecting foreign health and safety, but it has never been used in this way. Wyden wants to 
amend the EAA to stipulate that protecting international public health is an important foreign policy interest that justifies the licensing of tobacco exports. He 
views this as a compromise because it would only apply to US exporters. It would, however, just prompt US companies to set up foreign subsidiaries. 
Enforcement problems would also remain under this proposal, particularly regarding re-exports. The international policy agencies do not want to go down this 
road, and it is extremely unlikely that Senator Ford would accept this compromise. 

2 



S.1415 Our Position Wyden's Proposed Hollings Proposed Our Proposed Strategy 
Compromise Language 

Funding Structure $150 million annually for $200 million annually for Agreed to our position. Authorizes such sums as Encourage Hollings to 
for International ACT (new NGO), with government agencies necessary for ACT' coordinate ACT with 
Tobacco Control Efforts balance raised from (CDC, State Dept), activities of proposed 

export fee (see below) for international programs Office of International 
unspecified official (through World Bank, Tobacco Control (above); 
programs. WHO and UN), and specify ACT's mission 

NGOs. and responsibilities. 

Funding Mechanism 2 cent per pack export Funding should come Wants guaranteed funding Authorizes such sums as We should assure Wyden 
fee. from overall tobacco trust stream/mandatory money. necessary. that we will make 

fund and should go appropriation for 
(Comment: this is an through the annual international tobacco 
unconstitutional export appropriations process. control a priority, and 
tax.) encourage Hollings to 

support $200 million in 
funding. 

4 This is language is a pared down version ofWyden. It does not specify ACT's mission or responsibilities, or contain Wyden's language 
creating international trust funds/accounts, use of funds, salaries, audits, reporting, recordkeeping, etc. 

3 
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S.1415 Our Position Wyden's Proposed Hollings Proposed Our Proposed Strategy 
Compromise Language 

Labeling Requires warning labels We would accept labeling Make labeling a licensing Requires warning labels Require warning labels on 
on US exports that language in McCain bill. requirement under Export on US exports that US exports that comply 
comply with US Administration Act. comply with US with US requirements. 
requirements or with requirements or with 
labeling requirements of labeling requirements of 
foreign nation which are foreign nation. 
deemed by the Secretary 
as substantially similar to Requires Office of 
US requirements and are International Tobacco 
adequately enforced. Control Policy to identify 

those countries whose 
labeling requirements are 
not substantially similar 
to ours.s 

Smuggling McCain provision. Treasury's edits of N/A Requires serial numbers We need to ensure that 
McCain language. on tobacco products. his effort does not operate 

Amends Contraband at cross purposes with our 
Cigarette Trafficking Act effort to strengthen the 
by reducing quantity of McCain language. 
tobacco products from 
60,000 to 30,000. 
Requires Secretary to 
establish a permitting 
program for sellers and 
shippers of tobacco. 

5 Does not contain Wyden's requirement that labels should be in primary language of importing country. 
would allow labels to comply with foreign labeling requirements even if they are not substantially similar to ours. 

Unlike Wyden, it appears that Hollings 

4 



S.1415 Our Position Wyden's Proposed Hollings Proposed Our Proposed Strategy 
Compromise Language 

Imports None None None Non-US tobacco leaf This is a non-tariff barrier 
cannot be imported !nto in violation of GA TI. 
the US unless it is 
imported through the Port 
of Seattle and is held in 
customs custody for at 
least 7 years. Not eligible 
for automated entry. 

5 
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Effective and Enforceable International Provisions 
are Key to a Comprehensive Tobacco Bill 

Smoking is a major global public health problem. It is expected to kill about 500 million 
people alive in the world today, including more than 200 million of to day's children and 
teenagers. The total will exceed deaths from HIV, malaria, tuberculosis and maternal conditions 
combined. By 2030, based on current smoking rates, tobacco will kill about 10 million people 
annually, with more than 70 percent of those deaths occurring in developing nations. 

The US should be a leader in reducing youth smoking and promoting smoking cessation 
worldwide, and strong and effective international tobacco control provisions should be a part of 
any comprehensive tobacco bill. 

What should be the goal of US international tobacco control policy? 

Comprehensive tobacco legislation should work to discourage youth smoking abroad 
through multilateral efforts designed to promote education and public health. These efforts 
should include providing technical assistance to other countries, and supporting diplomatic, 
media, public health, and grass roots efforts designed to reduce youth smoking 

How can we ensure that the federal government does not promote US tobacco interests 
overseas? 

Language proposed by Representative Doggett and attached to the FY98 Commerce-
/ 

JusticeAppropriations bill currently prevents the federal government from promoting the sale or 
manufacture of US tobacco products overseas. This language should be permanently codified as 
part of comprehensive tobacco legislation. The Doggett rider says: 

"None of the funds provided by this Act shall be made available to any officer, employee, 
department, or agency of the United States to promote the sale or export of tobacco or 
tobacco products, or to seek the reduction or removal by any foreign country o~ 
restrictions on the marketing of tobacco or tobacco products, unless such restrictions are 
not applied equally to all tobacco and tobacco products." 

The Doggett rider should not be expanded in a way that would prevent the federal 
government from negotiating tariff reductions on all other goods or enforcing US trade 
agreement rights. It should be clear, however, that easing tariffs on tobacco products should 
never be the primary objective of any tariff negotiation. 

How can we work to ensure that our marketing and advertising restrictions and public 
health policies become models for similar programs in other countries? 

Legislation should direct US officials work through the World Health Assembly on an 
international framework convention designed to reduce youth smoking worldwide and promote 



smoking cessation. -The purpose of these multilateral collaborations should be to encourage other 
nations to emulate US laws on youth marketing and advertising, labeling requirements for 
tobacco products, and other tobacco-related initiatives aimed at improving the public health. 

The goal of US tobacco policy should not be to unilaterally impose US marketing and 
advertising restrictions on foreign nations. To do so would raise enormous enforcement 
problems for the FDA or other agency charged with enforcing US policy overseas. And 
requiring other nations to comply with US domestic law raises extraterritorial concerns which 
would be viewed with hostility by foreign nations. Instead, we should work cooperatively 
through an international framework convention to promote US policies and appropriate public 
health strategies abroad. 

What is the best use of funds for international tobacco control efforts? 

Comprehensive tobacco legislation should dedicate approximately $200 million per year 
in order to sufficiently fund efforts to reduce youth smoking overseas. Funding should go 
promote multilateral efforts designed to promote education and public health, and should support 
technical assistance to other countries, as well as diplomatic, public health, media and grass roots 
efforts designed to reduce youth smoking. 

Because any effort to reduce youth smoking overseas will require a varied approached to 
the problem, funding should be divided among non-governmental organizations (NGO's) and 
federal agencies with expertise in international public health efforts, such as the Centers for 
Disease Control, the Treasury Department (through the World Bank), and the State Department. 
The McCain bill and others have proposed creating a new NGO, the American Center on Global 
Health and Tobacco (ACT), which would coordinate and fund NGO ~ff6rts worldwide. The 
creation of ACT, or an ACT-like coordinating entity, should be considered as part of any funding 
proposal for international tobacco efforts. 



Director, Resources, Plans & Policy 
Office of the Secretary of Stat/-

0!!P< 
May 8, 1998 

Memorandum to John Podesta, Assistant to the President and Deputy Chief of Staff 

FROM: State - Craig Johnstone ,~ 
SUBJECT: International Tobacco Control Trust Fund 

The Office of the Secretary has a strong interest in recommending specific changes to 
Subtitle C of the McCain tobacco settlement legislation, which proposes an International 
Tobacco Control Trust Fund. We have concerns about two key aspects of this Subtitle. 

First, we do not believe it appropriate that an as yet unformed NGO with no track record of 
accountability should be written into statute as the recipient of all or any of portion of the 
trust fund. 

Also, we appreciate that llliS has an important role in tobacco use reduction domestically. 
However, the authority for this international fund most appropriately belongs to the 
Secretary of State, who has explicitly delegated authority for coordination of international 
affairs programs and the allocation of related resources. Absent the Secretary of State's 
management of this fund, potential conflicts of interest between USG agencies carrying out 
disparate programs could seriously damage U.S. credibility overseas, threatening successful 
pursuit of other major foreign policy objectives. The tobacco reduction program also has 
important multilateral implications, requiring the Secretary of State's direction and overall 
coordination. 

Second, we believe that the International Tobacco Control Tmst Fund must be established 
as a separate self-financed trust fund, and as a distinct Function 150 account with income 
andoutgo streams independent of other function budget accOllnts. Arrangements for 
financing the trust should mirror other independent federal trust funds, ensuring that the 
purposes of the fund are actually met. A separate account would be insulated from the 
vagaries of selective appropriations. and trust fund proceeds could therefore not be 
siphoned off for use elsewhere, in ways contrary to policy. 

We request the opportunity to work with you on the Statement of Administration Policy 
and any revisions the Administration may propose to the McCain legislation. We recognize 
the importance of this legislation and want to ensure that Subtitle C proposes a workable 
result with the role of the Secretary of State taken into consideration. 

0{vr// 
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There appears to be a growing controversy over the international pro~isions of he 
McCain bill. What is the Administration's position on this? \ V\t' I "", ~ - ""'+oL I 

w .....,1 J&.-I-L 
Tobacco use is a global health problem. Comprehensive tobacco legislation should 
address this problem by including funding to discourage youth smoking abroad through 
multilateral and bilateral efforts designed to promote education and public health. This 
will enable us to provide technical assistance to other countries, and will support 
diplomatic, media and grass roots efforts designed to reduce youth smoking. 

Does the Administration support the provisions in the McCain bill? 

We certainly share the goals of these provisions. Our concerns are instead with the 
prescribed means. Some of these provisions raise important constitutional and foreign 
PQlicy concerns. As we move forward in this area, we want to ensure that international 
tobacco control legislation does not interfere with our diplomatic and trade priorities or 
result in policies which are unenforceaole abroad. 

But don't we have a successful example of exporting US laws overseas •• such as, the 
Foreign Corrupt Practices Act (designed to prevent bribery of foreign officials)? 

Actually, the fight against corrupt practices in overseas business has become more 
successful once an international consensus was reached. Similarly, on tobacco, we need 
to wOrKWiihOilier countries and encourage theI)1J9.adoptjaws_similarJo-R,urs i!LQ;cte;:tO 
reduce J.:outh smoking.on.a.global.scale. Specifically, we need to work bilaterally and 
multilaterally through the World Health Organization and other entities to share our 
experiences and success with other nations, encouraging them to adopt laws similar to 
ours designed to reduce advertising and marketing to children. 

Do you support the expanded Doggett language in the McCain bill? 

We support the Doggett rider contained in the FY98 Appropriations bill, which would 
prevent the federal government from promoting the sale or manufacture of US tobacco 
products overseas. This is current US policy, and we firmly stand behind it. In fact, we 
would like to see this language permanently codified. We are concerned that the language 

. contained in the McCain bill, however, could prevent us from negotiating tariff 
r_~ductions on all other good,:; or enforcing US trade agreement rights. We believe that 
easing tariffs on tobacco products should never 6e'ilie prifuiii)"1:ibjl!'Ctive of any tariff 
negotiation, and that health considerations must be factored into any trade policy 
decisions regarding tobacco. 



Q. Do support the funding provisions in the McCain bill for international tobacco 
control efforts? 

A. Comprehensive tobacco legislation needs significant funding to discourage youth 
smoking abroad through bilateral and multilateral efforts designed to promote public 
health and education. This funding will enable us to provide technical assistance to other 
countries, and should support diplomatic, media and grass roots efforts designed to 
reduce youth smoking. The funding should be channeled through NGOs, federal 
agencies such as the CDC, and international organizations which have expertise in 
international public health efforts, such as the World Health Organization and the World 
Bank. 

Q. What level of annual funding for international tobacco control efforts do you 
support? 

A. $200 million. 

Q. The McCain bill creates a new NGO called ACT (the American Center on Global 
Health and Tobacco). Do you support this? 

A. Funding for international tobacco control efforts should go both to NGOs, such as ACT, 
and governmental agencies which have expertise in international public health initiatives, 
such as the CDC and international organizations such as the World Health Organization 
and the World Bank. Funding should also be available to the Departments of State, 
Commerce and HHS to train personnel regarding tobacco policies and to work with other 
countries in promoting tobacco control policies. 

Q. Do you support a 2 cent per pa·ck fee in order to fund international tobacco control 
efforts? 

A. T~e 2-cent per pack fee for funding international tobacco control efforts in the McCain 
bill appears to be an unconstitutional tax on exports. Funding for international tobacco 
control efforts should Instead come from the overall tobacco trust fund. ,------·_.="--. __ -___ ~_6~ __ =--=-- --=-=---""'" "'" =-~= =---= 

Q. Then how could you guarantee funding for international tobacco control efforts? 

A. We would make international tobacco control funding an explicit policy priority within 
the annual appropriations process. 

Q. Do you support the code of conduct language in the McCain bill which would 
require other nations to abide by our advertising and marketing restrictions? 

A. We support working through the World Health Assembly on an international framework 
agreement which would allow us to work, .on a multilateral basis, to encourage other 
natio.us.to.adopt-laws.snniTIITtOOur own. In tfiis manner, we can work to redilC"e 



marketing and advertising to children overseas. We are concerned that the McCain bill's 
approach of working on a unilateral basis to im(lose US laws on other nations will result 
in policies thataTei~ffective and uii~;;r;;;:;~abl~ o~~~e~s .. In addition, they raise . " 
extraterritorial issues that will.be ";i.t:;.wed ~ith hostility IJiforeign nations, diverting 
atteritL~on"""'a""n"'a-:.!<..:<ti':fo":rt:::.s:-:iw~y tromJiol!ltioIl~ t9 th~s~p'ub lip: b!!.~10 .R~-1:lI-~~s. -~-- .. 

Q. Is smoking really a global problem? 

A. Tobacco is expected to kill about 500 million people alive in the world today, including 
more than 200 million of to day's children and teenagers. This will exceed deaths from 
HIV, malaria, tuberculosis and maternal conditions combined. By 2030, based on current 
smoking rates, tobacco will kill about 10 million people annually, with more than 70 
percent of those deaths occurring in developing nations. 

Q. What role do US tobacco companies play in terms of worldwide sales of tobacco? 

A. US companies and their subsidiaries and affiliates supply approximately one-fifth of the 
world's supply of cigarettes. In 1996, more than 70 percent of cigarettes sold by Philip 
Morris, and 57 percent ofthose sold by RJR Nabisco, were sold overseas. 

I 
I 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Laura Emmett/WHO/EOP, Cynthia Daiiard/OPD/EOP 
Subject: International Tobacco Update 

Ford-Hollings-Wyden Update 

We are meeting today with Ford and Hollings staff to make sure we're on the same page on the 
Wyden international provisions (we are). 

Ford and Hollings staff want to get us together with Wyden tomorrow. For tomorrow, we'd like to 
focus on the least controversial issues (should anything leak out for Thursday): 

Doggett: The so-called "Doggett" language which forbids the use of federal funds to promote the 
sale, manufacture, advertising or export of tobacco. We support making permanent the simple 
Doggett provision, but USTR has serious concerns about Wyden's more expansive "Super Doggett" 
language which could prevent the US from negotiating to reduce or eliminate all tariffs (including 
tobacco tariffs) as part of a larger negotiation and establishes an "arbitrary and unjustifiable" 
standards on which to judge whether a country treats the products of one country less favorably 
than another. 

Funding: We strongly support funding both governmental and non-governmental efforts (Wyden 
funds only non-governmental efforts). We oppose what is essentially a 2 cent per pack excise tax 
on all exported cigarettes, and Treasury tax policy says it probably violates the U.S. Shoe ruling the 
Supreme Court handed down last week. 

Labeling/Marketing/Advertising: We are also ready to discuss -- but thought we should wait until 
after Thursday -- the labeling, marketing, and advertising provisions which would require U.S. firms 
to apply the new U.S. law when overseas. (The State Department objects to exporting our laws 
abroad -- "extraterritoriality" as they call it -- and say they are as a practical matter unenforceable. 
HHS and State agree that we would do more to protect the world's children if we work on a 
multilateral basis through the World Health Organization to encourage other countries to adopt 
similar laws.) 

Other Issues: There are several other issues we will have internal meetings on tomorrow to make 
sure we have a handle on them. They are provisions involving military bases, duty free shops, and 
international anti-smuggling efforts. Thus, we are not planning to dicuss with Ford, Hollings, or 
anyone else until we discuss internally first. I'll let you know how those meetings go. 

Waxman Update 

Waxman's staff has called DOJ for a technical briefing on the Foreign Corrupt Practices Act (which 
probids U.S. companies from bribing officials overseas and is conceptually analogous to forbiding 
U.S companies from engaging in certain marketing and adverti'sing practices overseas). Waxman's 
staff also called Treasury to find out what we're thinking generally on international. I'm afraid we 



CAMPAIGN rOY TOBAC£.o-fRff i~s 

April 13, 1998 

The Honorable William J. Clinton 
President 
The White House 
Washington, DC 20500 

Dear Mr. President: 

You have shown remarkable leadership in protecting American children from 
tobacco addiction, and we have been proud to stand with you in this fight. We 
also know that you believe, as we do, that America has a special responsibility to 
show international leadership on this issue. We believe the opportunity to 
demonstrate that leadership is now before us. 

We strongly support provisions of tobacco control legislation recently approved 
by the Senate Commerce Committee that would address the international 
dimensions of this issue. We are doing all that we can to ensure that these 
provisions are enacted into law in the strongest form possible. 

We believe these measures will have a significant positive effect worldwide and 
will leave an important legacy for your Administration and Congress. With your 
help, we believe they are attainable. We urge you to voice your support for 
these measures at the earliest opportunity. 

iJ;;V~ 
William D. Novelli 
President 

cc: Vice President AI Gore 
Secretary Donna Shalala 
Senator John McCain 
Senator Ron Wyden 
Bruce Reed 
Elena Kagan 
Cynthia Rice 
Sherman Boone 

:?~ad~ 
Matthew L. Myers 
Executive Vice President and 
General Counsel 

NATIONAL CENTER FOR TOBACCO-FREE KIDS 
1707 L STREET, NW • SUITE 800 • WASHINGTON, DC 20036 

PHONE (202) 296-5469 • FAX (202) 296-5427 
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AN INDEPENDENT NEWSPAPER 

Selling Death' Overseas 
As COMMUNISM FELL in Eastern Eu­

rope, Marlboro Man rode into town. 
U.S. cigarette makers were in the van­

guard, exporting their lethal products as 
symbols of Western glamour and free-market 
prosperity. In the former Soviet Union, the 

. three big multinational tobacco-firms became, 
along. with energy companies, the biggest 
investors. When Western advertising began to 
provoke a nationalist backlash, a new brand 
appeared. "Peter the Great" cigarettes were 
designed-according to an inscription on each 
pack-for those who "believe in the revival of 
the traditions and grandeur of the Russian 
lands." They're made by, yes, R. 1. Reynolds 
Tobacco Co. . 

The tobacco industry may be on the defen­
sive here, but it's unashamedly on the'march 
overseas, trying any trick to lure old smokers 
to new brands in ex-Communist countries and 
hook new smokers there as well as in the 
developing world. The big three-Reynolds, 
Philip Morris Inc. and British-American T(}­
baceo Co.-wanted a settlement. in the first 
place in large part so that legal challenges in 
their stagnant home market wouldn't distract 
them from growth opportunities in the Third 
World. But an agreement here that protects 
some American children from tobacco addic· 
tion at the expense of many more children in 
foreign countries wouldn't be much of a 
victory. 

That's why it's important that any tobacco 
bill includes some measures to limit tobacco's 

predatory behavior overseas. Sen. John 
McCain's proposal-\vith support from sena­
tors Ron Wyden, Dick Durbin and others­
would prohibit the U.S. government from 
promoting the U.S. tobacco industry abroad. It 
also would step up U.S. efforts against ciga­
rette smuggling and assist other nations in 
their anti-smoking efforts, with funding com­
ing from a tw(}-Cents-a-pack "fee" on overseas 
sales of U.S. cigarettes. Perhaps most impor­
tant, it would seek to impose the same 
restrictions against selling or marketing to 
children overseas as would apply here. 

Some of these provisions are modeled on the 
Foreign Corrupt Practices Act, a precedent for 
U.S. regulation of companies' overseas behav­
ior. But it's not clear whether they could apply 
to foreign subsidiaries, and even in their 
present form they're under attack from some 
senators and the tobacco industry. The Clinton 
administration should work with Congress in 
passing the strongest legally defensible provi­
sions possible. President Clinton also should 
provide more leadership· of an international 
coalition agamst smoking. Tobacco accounted 
for 2.6 percent of the worldwide burden of 
disease in 1990, according to a recent study by 
the World Health Organization and World 
Bank. By 2020, that figure will grow to 9 
percent-more than malnutrition, HIY or any' 
single disease. U.S. firms bear considerable 
responsibility for that sad statistic. 
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Record Type: Record 

To: 8ruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: Mary L. Smith/OPO/EOP, Laura EmmettIWHO/EOP, Sherman G. Boone/OPO/EOP 
Subject: International Tobacco Updates 

Results from our meeting: 

1. State/Commerce/USTR have agreed on draft language to send to US embassies to implement 
the Doggett Amendment: formalizing our "no promotion of tobacco" policy. It might make a 
decent leak. On the plus side it makes explicit our current rule (for instance an Ambassador could 
not go to a tobacco event in a foreign country under the new policy) on the other hand: (1) 
embassies have generally understood they shouldn't be promoting under our old policy; (2) some 
might say we were prompted by Doggett to do this; (3) tobacco companies can still get "routine 
facilitation services" such as "publicly available information." USTR is nervous about press as they 
say it will only raise the bar for what we should do. I still think its worth giving out, we say it 
formalizes our current policy, Doggett provides for continued giving out of services, and we are 
looking for a more comprehensive strategy to come out of the comprehensive legislation. I'd go 
ahead and check with groups to make sure we get validated if we were thinking of doing this. 

I've dropped a copy of the document off for you. 

2. The Hill (a group including Lautenberg, Durbin, Doggett, Waxman, Lugar, Harkin) have a variety 
of draft bills in the works: 

• An expanded Doggett that makes Doggett, which was attached to an Appropriations bill, 
permanent and includes all U.S. government agencies not just State/Commerce/USTR. 

• Smuggling labeling and tracking to ensure custody chain. (I've sent over a copy of their memo). 

• Fund creating $150 million a year endowment to do media/education against smoking efforts 
internationally. 

• International labeling and advertising bill to make companies comply with federal domestic 
requirements. 

These Hill groups are looking to move this stuff in the next two weeks with a media event on Feb. 
11. 

3. Framework Convention idea. HHS still wants to move the idea of a convention along. State is 
hesitant but not negative. State argues we don't have a policy yet to codify in a treaty. 
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Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: FYI. International Tobacco Press Conference 

Senators Propose Inti Restrictions [02/26-5] 
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A group of senators, including New Jersey Sen. Frank Lautenberg and Sen. Dick Durbin of Illinois, 
have released plans to control tobacco use worldwide. 

Here is an official summary: 

A Responsible U.S. Policy To Address International Tobacco Use 
and Promote Global Public Health 

Tobacco use is a growing threat to global public health. Today, tobacco products account for three 
million deaths worldwide each year; by 2025, that number is expected to rise to ten million per year, 
with over 70 percent of tobacco-related deaths occurring in developing nations. 

As the worldps leading exporter of tobacco products, the United States has a moral responsibility to 
address the adverse impact of its products on global public health. As a part of any effort to address 
tobacco use, Congress should establish a responsible international health policy by enacting these 
five proposals: 

1. End U.S. Government Support for Tobacco Abroad. The federal government should be 
prohibited from promoting the sale or export of tobacco or tobacco products abroad. It should also 
be prohibited from attempting to weaken a foreign tobacco regulation unless the regulation 
discriminates against U.S. products in an arbitrary and unjustifiable manner and is not a reasonable 
means of protecting public health. 

2. Adequately Fund Global Non-governmental Tobacco Control Efforts. A private, nonprofit 
organization should be established to assist public health organizations in other countries through 
public education programs, technical assistance to health professionals, mass media campaigns. 
grants and other general assistance. 

3. Establish a Code of Conduct for Labeling and Advertising Overseas. U.S. tobacco companies 
should be required to print health warning labels on tobacco products sold overseas that are as 
stringent as those required in the United States. U.S. tobacco companies should also be prohibited 
from selling, advertising or marketing tobacco products to children in other countries. with the same 
standards applied to their overseas conduct as at home. 

4. Stop International Tobacco Smuggling. The Bureau of Alcohol, Tobacco and Firearms, which 
currently regulates alcohol smuggling, should be given authority to deter tobacco smuggling through. 
among other things, a system of export permits and increased record keeping. 
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5. Fund International Tobacco Control Through a Tobacco Control Fee. Every U.S. tobacco 
company should pay a two-cent fee for each package of cigarettes it sells overseas. The money 
raised through such a fee should be used for tobacco control efforts by governmental and 
non-governmental entities. 

The United States has the opportunity to act as a world leader in promoting public health. If 
Congress passes any measure to confront domestic tobacco use, it must also tackle the health 
problems caused by the use of American tobacco products abroad. We strongly endorse these 
proposals to establish a responsible U.S. policy for the promotion of global public health. 

Message Sent To: 

Bruce N. ReedlOPD/EOP 
Elena Kagan/OPD/EOP 
Cynthia A. Rice/OPD/EOP 
Jerold R. Mande/OSTP/EOP 
Mary L. Smith/OPD/EOP 
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Tobacco: Guidance for U.S. Diplomatic Posts 
on Health, Trade and Commercial Issues 
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The opening of international markets to U.S. products, non-discriminatory treatment for U.S. exporters, ">"""I,! v,\ ~ \. ") 

and removal of barriers to international trade are high priorities of the U.S. Government and the Clinton \.." \.. 1X ~ 
Administration. At the same time, given the importance of health measures internationally, there is a t-C\ \ \ 
need to distinguish between protectionist policies and legitimate health-based actions, so as not to c.. \ ') 0 ~ I- . 
undermine other countries' efforts to improve the health of their citizens. V\oK 6'---. 

Tobacco sits squarely at the intersection between trade and health policies. In light of the serious health 
consequences of tobacco use, the U.S. Government will not promote the sale or export of tobacco 
products. This policy also conforms to the provisions of Section 618 of the Act Making Appropriations 
for the Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies for FY 1998, 
which stipulates that, "none of the funds provided by this Act shall be available to promote the sale or 
export of tobacco or tobacco products, or to seek the reduction or removal by any foreign country of 
restrictions on the marketing oftobacw or tobacco products, except for-restrictions which are not applied 
equally to all tobacco or tobacco products of the same type." The U.S. respects the rights of foreign 
governments to establish and maintain sound public health practices, encourages them to do so, and, 
where appropriate, may support such efforts with multilateral and bilateral assistance. On the other hand, 
the U.S. Government will continue to seek elimination of discriminatory trade practices and will strive to 
ensure that U.S. firms are accorded the same treatment in foreign countries as that country's own firms 
and firms from other countries. The overall objective is to shrink the global market for tobacco without 
disadvantaging U.S. firms. 

Guidelines 

Posts should be aware of U.S. trade policy on tobacco as jointly enunciated by USTR and HHS. The 
following guidelines ensure consistency with that policy and Section 618 of the Act cited above, as well 
as the Administration's overall approach to reducing the negative health impact of tobacco while 
protecting the rights of Americans overseas: 

1. Posts are encouraged to assist and promote tobacco-control efforts in host countries. 

2. Posts should not challenge host country regulations based on sound public health-principles, applied in 
a nondiscriminatory manner to both imported and domestic tobacco products, and for which sufficient 
notice has been given. If a post has reason to believe that such health regulations may, in fact, 
discriminate against U.S. fmns or individuals, the issue should be referred to Washington for 
consideration by trade, health and other appropriate agencies. 

3. Posts should not promote the sale or export of tobacco products, and should not assist the efforts of 
U.S. firms or individuals to do so. Ambassadors or embassy staff should not attend or otherwise support 
receptions, trade promotions, or any events sponsored by individuals or entities involved in the export, 
manufacture, promotion, distribution or sale of tobacco or tobacco products where their attendance could 
be construed as United States Government support for the sale or export of tobacco products. 

4. Posts should continue to provide routine business facilitation services to all U.S. citizens or firms such 
as the provision of publicly available information on foreign country conditions and policies, information 
or assistance that may help U.S. firms or individuals comply with foreign government laws or 
regulations, and assistance in resolving business problems--such as customs or port clearance, trademark 
violations, or phytosanitary restrictions-that are potentially discriminatory. 



1fg2241~CJ~WPD 

Statement on International Tobacco Initiatives 

Tobacco use is a growing threat to global public health. Today, tobacco 
products account for three million deaths worldwide each year; by 2025, that 
number is expected to rise to ten million per year, with over 70 percent of 
tobacco-related deaths occurring in developing nations. 

As the world's leading exporter of tobacco products, the United States has a 
moral responsibility to address the adverse impact of its products on global public 
health. As a part of any effort to address tobacco use, Congress should establish a 
responsible international health policy by enacting these five proposals: 

1. End U.S. Government Support for Tobacco Abroad. The federal government 
should be prohibited from promoting the sale or export of tobacco or tobacco 
products abroad. It should also be prohibited from attempting to weaken a foreign 
tobacco regulation unless the regulation discriminates against U.S. products in an 
arbitrary and unjustifiable manner and is not a reasonable means of protecting the 
public health. 

2. Adequately Fund Global Nongovernmental Tobacco Control Efforts. A private, 
nonprofit organization should be established to assist public health organizations in 
other countries through public education programs, technical assistance to health 
professionals, mass media campaigns, grants and other general assistance. 

3. Establish a Code of Conduct for Labeling and Advertising Overseas. U.S. 
tobacco companies should be required to print health warning labels on tobacco 
products sold overseas that are as stringent as those required in the United States. 
U.S. tobacco companies should also be prohibited from selling, advertising or 
marketing tobacco products to children in other countries, with the same standards 
applied to their overseas conduct as at home. 

4. Stop International Tobacco Smuggling. The Bureau of Alcohol, Tobacco and 
Firearms, which currently regulates alcohol smuggling, should be given authority to 
deter tobacco smuggling through, among other things, a system of export permits 
and increased record keeping. 

5. Fund International Tobacco Control Through a Licensing Fee. Every U.S. 
tobacco company should pay a two-cent fee for each package of cigarettes it sells 
overseas. The money raised through such a fee should be used for tobacco control 
efforts by governmental and non-governmental entities. 

The United States has the opportunity to act as a world leader in promoting 
public health. If Congress passes any measure to confront domestic tobacco use, it 



must also tackle the health problems caused by the use of American tobacco 
products abroad. We strongly endorse these proposals to establish a responsible 
U.S. policy for the promotion of global public health. 
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General Policy 

Tobacco: Guidance for V.S. Diplomatic Posts 
on Health, Trade and Commercial Issues 

The opening of international markets to V.S. products, non·discriminatory treatment for V.S. 
exporters, and removal of barriers to international trade are high priorities of the V.S. Government and 
the Clinton Administration. At the same time, the V.S. respects the rights of foreign governments to 
establish and maintain sound public health practices, encourages them to do so, and, where 
appropriate, may support such efforts with multilateral and bilateral assistance. Given that tobacco use 
will be the leading global cause of premature death and preventable illness early in the 21st century, 
there is a need to distinguish between protectionist policies and legitimate health-based actions, so as 
not to undermine other countries' efforts to reduce the consumption of tobacco and tobacco products 
and improve the health of their citizens. 

In light of the serious health consequences of tobacco use, the V.S. Government will not promote the 
sale or export of tobacco or tobacco products or seek the reduction or removal by any foreign country 
of nondiscriminatory restrictions on the marketing of tobacco or tobacco products. At the same time, 
the V.S. Government will continue to seek elimination of discriminatory trade practices and will strive 
to ensure that V.S. firms are accorded the same treatment in foreign countries as that country's own 
firms and firms from other countries. 

The overall objective of this policy is to ensure equal access to a shrinking global market for tobacco. 
This policy also conforms to the provisions of Section 618 of the Act Making Appropriations for the 
Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies for FY 1998. 

Guidelines 

The following guidelines are consistent with the Administration's overall approach to reducing the 
negative health impact of tobacco while protecting the rights of Americans overseas: 

I. Posts are encouraged to assist and promote tobacco-control efforts in host countries. 

2. Posts should not challenge host country laws and regulations based on sound public health 
principles, applied in a nondiscriminatory manner to both imported and domestic tobacco and tobacco 
products, and for which sufficient notice has been given. If a post has reason to believe that such 
health regulations may, in fact, discriminate against U.S. firms or individuals, the issue should be 
referred to Washington for consideration by trade, health and other appropriate agencies. 

3. Posts should not promote the sale or export of tobacco or tobacco products, and should not 
assist the efforts of U.S. firms or individuals to do so. Ambassadors or embassy staff should not attend 
or otherwise support receptions, trade promotions, or any events sponsored by individuals or entities 
involved in the export, manufacture, promotion, distribution or sale of tobacco or tobacco products 
where their attendance could be construed as United States Government support for the sale or export 
of tobacco or tobacco products. 

4. Posts should continue to provide routine business facilitation services to all U.S. citizens or 
firms such as the provision of publicly available information on foreign country conditions and policies, 
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information or assistance that may help U.S. firms or individuals comply with foreign government laws 
or regulations, and assistance in resolving business problems -- such as customs or port clearance, 
trademark violations, or phytosanitary restrictions -- that are potentially discriminatory. 
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DRAFT Q/A'S 
TOBACCO GUIDELINES FOR FOREIGN POSTS 

2/12/98 

Q. What do the guidelines accomplish? 

A. The guidelines provide explicit guidance to all U.S. Government 
representatives to do nothing that will promote, or could be construed as 
promoting, the overseas sale or export of tobacco or tobacco products. They 
also significantly restrict U.S. diplomatic and commercial officials' latitude to 
challenge local country laws or regulations that are based on sound public 
health principles and applied equally to both foreign and domestic products. 

Q. Who are the guidelines sent to? 

A. The guidelines are being sent to all U.S. diplomatic posts, including 
embassies and commercial offices. They will also be circulated among 
Washington agencies involved in international health, trade and commerce. 

Q. What is new in the guidelines? 

A. While reflecting long-standing Clinton Administration practice, the guidelines 
explicitly enunciate a single policy among agencies that deal with 
international health, trade and commercial issues. These guidelines provide 
uniform instruction to overseas representatives of the Departments of State, 
Commerce and Agriculture with regard to trade and investment promotion. 
Heretofore, tobacco and tobacco products were considered no different than 
any other legally traded goods; this guidance makes clear that, because of 
the health implications, tobacco is indeed different, and actively encourages 
U.S. posts to assist and promote tobacco-control efforts. The guidelines are 
consistent with recent legislation, known as the Doggett Amendment, which 
sought to limit promotion by the government of tobacco overseas. 

Q. What other steps that should be taken? 

A. When the President announced his plan for comprehensive tobacco 
legislation, he called for a strengthening of international efforts to control 
tobacco. These policy guidelines should be incorporated into comprehensive 
tobacco legislation. In addition, comprehensive legislation should provide for 



resources so that the United States Government -- working bilaterally, 
multilaterally, and through NGOs -- can actively support international 
tobacco-control initiatives. 

Q. Are there examples of what this would prohibit? 

A. Under the guidelines, a number of activities by U.S. officials are prohibited. 
U.S. Ambassadors cannot tout the opening of new cigarette factories 
overseas and U.S .. government representatives cannot attend public or 
privately-sponsored events that serve to promote the sale or distribution of 
tobacco or tobacco products. In addition, U.S. officials are prohibited from 
seeking to delay enactment or counter the effects of local laws or regulations 
that inhibit the sale of tobacco or tobacco products -- so long as they are 
applied equally to all such products, foreign and domestic. 
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The ProblenJ 

Faet Sheet 
International Tobacco Issues 

• There are approximately one billion smokers in the world representing about one-third of the 
global population aged 15 years and over. 800 million of these smokers are in thc dcvclopin~ 
countries. 

• By 2025, tobacco is projected to be the leading global cause of premature death and preventable 
illness. 

• Currently, about 3 million persons die each year from tobacco-related diseases worldwide. 

• Tobacco-related deaths by the year 2025 are expected to reach 10 million persons per year, with 
seventy per cent (7 million) of these deaths occurring in the developing countries. 

• If current smoking patterns continue, about 500 million people alive today half of which are 
children will be killed by tobacco. This represents about 9% of the world's population, Unless 
smoking behavior change~, by the year 2025, premature deaths caused by tobacco in the 
developing world will exceed the expected deaths from AIDS, tuberCUlosis, and complications 
of childbirth combined. 

• Tobacco consumption is decreasing in most developed countries, but increasing in developing 
countries, due to aging population, rising income, low level of information on health hazards of 
tobacco, and from tobacco induslry's practices (advertising and promotion, smuggling, and use 
of additives that increases tobacco addiction). Multinational tobacco Companies' are actively 
targeting developing countries markets. -

• The increase in cigarette consumption h:vels in emerging markets such as central and eastern 
Europe, China, Asia, and Africa is expected to compensate for declines in volume sales in 
mature cigarette markets such as the United States and Western Europe. 

Exports 

• China, Malawi, Brazil, Zimbabwe, United States, Turkey, and Italy. ac;count for over half of all 
global exports of unmanufactured tobacco, 

• United States is a major cigarette production center and the world's leading exporter of 
manufactured cigarettes. 

• China is the world's dominant producer of unmanufactured tobacco, leads the world in tobacco 
manufacturing, and also the world's largest cigarette market, accQunting for 32.3% of world 
sales. 

• Two countries, Malawi and Zimbabwe are particularly dependent on tobacco as major source of 
all eApOn earnings, with tobacco accounting for 64% of all elCpon earnings in Malawi and 23% 
in Zimbabwe. 
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• Many CO\llltries that are devoting more than one per cent of their total import expenses 
purchasing tobacco are either developing countrie:; or countries of central and castern Europe. 
III these COl1lltries, expenditures on tobacco imports are relatively large, and are a significant 
cost to economic development. 

Economic Issues 

• 1,000 added tons of tobacco con~umption produces a global net loss of US $27.2 million. 

• It has been estimated that a 10% per cent increase in per capita income can be expectod to 
increase tobacoo conswnption by 7 per cent in middle income cOWltries, and by more than 13% 
in low·income countries. 

• The BeUagio statement on tobacco and sustainable development stated that tobacco 
consumption is a major threat to sustainable and equitable development. furthermore, in the 
developing world, tobacco poses Ii major challenge, not just to health, but also to social and 
economic development and to environmental sustainability, 

~003 

• Developing countries are already struggling with health care problems, the additional burden of 
lobacco·related illness will markedly hinder economic development. 

• Tobacco use cessation and prevention programs are among the least expensive melhods 
worldwide for preventing tobacco-related disease and death. 

• A global strategy is needed to treat tobacCo products commensurate with the enonnous harm 
they cause. 

Sources: WoddHeallh Organizatioll Tobacco Alert 1997, World Bank RepOl'T, institute afMedieme (lOM) Report 1997. 
UNICEF PRss Release 1997, Bellagio Conference On sustainable and equitable development, World Tobact:o File 1996. 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Sherman G. Boone/OPD/EOP, Mary L. Smith/OPD/EOP, Laura EmmettIWHO/EOP, Cynthia A. 
Rice/OPD/EOP 

Subject: Re: Tobacco Guidelines 

Here are the guidelines for foriegn posts as currently vetted. Sherman has informed the 
inter-agency group (HHS, Commerce, State, USTR, USDA, Treasury) that this could be released as 
soon as this weekend. The trade people (USTR) were ver stron on non-discrimination I e 
to go with the no-promotion of to acco and tobacco products guidelines. We will be getting some 
Q/A's together as well. 
---------------------- Forwarded by Thomas L. Freedman/OPD/EOP on 02/12/98 02:15 PM ---------------------------

Record Type: Record 

To: Thomas L. Freedman/OPD/EOP 

cc: 
Subject: Re: Guidelines Illi 

~ 
GUIDE_21.W attached version reflects the text as being cleared by State Department among the 

inter-agency group (some minor edits from the version on your screen) 



General Policy 

Tobacco: Guidance for U.S. Diplomatic Posts 
on Health, Trade and Commercial Issues 

The opening of international markets to U.S. products, non-discriminatory treatment for U.S. 
exporters, and removal of barriers to international trade are high priorities of the U.S. Government and 
the Clinton Administration. At the same time, the U.S. respects the rights of foreign governments to 
establish and maintain sound public health practices, encourages them to do so, and, where 
appropriate, may support such efforts with multilateral and bilateral assistance. Given that tobacco use 
will be the leading global cause of premature death and preventable illness early in the 21 st century, 
there is a need to distinguish between protectionist policies and legitimate health-based actions, so as 
not to undermine other countries' efforts to reduce the consumption of tobacco and tobacco products 
and improve the health of their citizens. 

In light of the serious health consequences of tobacco use, the U.S. Government will not promote the 
sale or export of tobacco or tobacco products or seek the reduction or removal by any foreign country 
of non-discriminatory restrictions on the marketing of tobacco or tobacco products. At the same time, 
the U.S. Government will continue to seek elimination of discriminatory trade practices and will strive 
to ensure that U.S. firms are accorded the same treatment in foreign countries as that country's own 
firms and firms from other countries. 

The overall objective of this policy is to ensure equal access to a shrinking global market for tobacco. 
This policy also conforms to the provisions of Section 618 of the Act Making Appropriations for the 
Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies for FY 1998. 

Guidelines 

The following guidelines are consistent with the Administration's overall approach to reducing the 
negative health impact of tobacco while protecting the rights of Americans overseas: 

I. Posts are encouraged to assist and promote tobacco-control efforts in host countries. 

2. Posts should not challenge host country laws and regulations based on sound public health 
principles, applied in a nondiscriminatory manner to both imported and domestic tobacco products, and 
for which sufficient notice has been given. If a post has reason to believe that such health regulations 
may, in fact, discriminate against U.S. firms or individuals, the issue should be referred to Washington 
for consideration by trade. health and other appropriate agencies. 

3. Posts should not promote the sale or export of tobacco and tobacco products, and should not 
assist the efforts of U.S. firms or individuals to do so. Ambassadors or embassy staff should not attend 
or otherwise support receptions, trade promotions, or any events sponsored by individuals or entities 
involved in the export, manufacture, promotion, distribution or sale of tobacco or tobacco products 
where their attendance could be construed as United States Government support for the sale or export 
of tobacco and tobacco products. 

4. Posts should continue to provide routine business facilitation services to all U.S. citizens or 
firms such as the provision of publicly available information on foreign country conditions and policies, 
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information or assistance that may help U.S. firms or individuals comply with foreign government laws 
or regulations, and assistance in resolving business problems -- such as customs or port clearance, 
trademark violations, or phytosanitary restrictions -- that are potentially discriminatory. 
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General Policy 

Tobacco: Guidance for U.S. Diplomatic Posts 
on Health, Trade and Commercial Issues 

The opening of international markets to U.S. products, non-discriminatory treatment for U.S. 
exporters, and removal of barriers to international trade are high priorities of the U.S. Government and 
the Clinton Administration. At the same time, the U.S. respects the rights of foreign governments to 
establish and maintain sound public health practices, encourages them to do so, and, where 
appropriate, may support such efforts with multilateral and bilateral assistance. Given that tobacco use 
will be the leading global cause of premature death and preventable illness early in the 21st century, 
there is a need to distinguish between protectionist policies and legitimate health-based actions, so as 
not to undermine other countries' efforts to reduce the consumption of tobacco and tobacco products 
and improve the health of their citizens. 

In light of the serious health consequences of tobacco use, the U.S. Government will not promote the 
sale or export of tobacco or tobacco products or seek the reduction or removal by any foreign country 
of nondiscriminatory restrictions on the marketing of tobacco or tobacco products. At the same time, 
the U. S. Government will continue to seek elimination of discriminatory trade practices and will strive 
to ensure that U.S. fIrms are accorded the same treatment in foreign countries as that country's own 
fIrms and fIrms from other countries. 

The overall objective of this policy is to ensure equal access to a shrinking global market for tobacco. 
This policy also conforms to the provisions of Section 618 of the Act Making Appropriations for the 
Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies for FY 1998. 

Gujdelines 

The following guidelines are consistent with the Administration's overall approach to reducing the 
negative health impact of tobacco while protecting the rights of Americans overseas: 

1. Posts are encouraged to assist and promote tobacco-control efforts in host countries. 

2. Posts should not challenge host country laws and regulations based on sound public health 
principles, applied in a nondiscriminatory manner to both imported and domestic tobacco and tobacco 
products, and fof which sufficient notice has been given. If a post has reason to believe that such 
health regulations may, in fact, discriminate against U.S. fIrms or individuals, the issue should be 
referred to Was!l#igton for consideration by trade, health and other appropriate agencies. 

3. .' Posts should not promote the sale or export .of tobacco or tobacco products, and should not 
assist the efforts of U.S. fmns or individuals to do so. Ambassadors or embassy staff should not attend 
or otherwise support receptions, trade promotions, or any events sponsored by individuals or entities 
involved in the export, manufacture, promotion, distribution or sale of tobacco or totfacco products 
where their attendance could be construed as United States Governinent support for the sale or export 
of tobacco or tobacco products. 

4. Posts should continue to provide routine business facilitation services to all U. S. citizens or 
fmns such as the provision of publicly available information on foreign country conditions and policies, 
information or assistance that may help U.S. fIrms or individuals comply with foreign government laws 
or regulations, and assistance in resolving business problems - such as customs or port clearance, 
trademark violations, or phytosanitary restrictions - that are potentially discriminatory. 
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THE WHITE HOUSE 

WASHINGTON 

FEBRUARY 13, 1998 

MEMORANDUM FOR GENE SPERLING 
DAN TARULLO 

FROM: SHERMAN BOONECZJj$ 

RE: International Tobacco Up-date 

The following is an up-date on international tobacco issues. (A 
fact sheet on international tobacco, prepared by CDC's Office on 
Smoking and Health, is attached at Tab 1 for your reference) . 

Guidelines 

The State Department is preparing to notify overseas diplomatic 
and consular posts of Administration policies on tobacco and 
provide guidance. A copy of the guidelines is attached at'Tab 2. 
An earlier draft, discussed with HHS Secretary Shalala last 
October, was superseded by Representative Doggett's amendment to 
State/Commerce/Justice Appropriations bill. These guidelines are 
to be leaked by the ope this afternoon and transmitted to posts 
on Tuesday. 

Legislation 

A Congressional (primarily Democratic) staff gro~p has developed 
several pieces of international legislation on tobacco over the 
past few months. These are summarized in their press 
backgrounder attached at Tab 3. A press conference had been 
scheduled for this past Wednesday, but was postponed in light of 
the Conrad bill roll-out. 

The Conrad bill includes several of the elements put forward by 
the Hill group. It contains a provision that extends and expands 
upon the Doggett Amendment to the FY98 State/Commerce/Justice 
Appropriations bill prohibiting the use of funds to facilitate 
the sale, export or promotion of tobacco or tobacco products. 
However "normal business facilitation H is not explicitly 
excepted. The Conrad bill goes beyond Doggett to ~equire 
certification by Commerce and HHS to Congress, if seeking to 
address a trade barrier, that the restriction is "arbitrary and 
unjustifiable H treatment by the host country and is not a 
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"reasonable means to protect public health. H Doggett (and the 
guidelines) allows some government intervention, without 
certification, if relevant agencies conclude the trade barrier is 
discriminatory and not health related. 

The Conrad bill also provides monies (3% out of the 15.5% 
allocated to public health, estimated at $300 million over 5 
years) for international programs. The Hill group was to propose 
a two cents per pack "licensingH fee on each package of 
cigarettes sold by U.S. tobacco companies overseas with the money 
channeled to an International Tobacco Trust Fund for bilateral 
and multilateral international tobacco control efforts, including 
the ACT (see below) and grants administered by HHS. 

One-third of the monies provided-in the Conrad bill would go to a 
newly established non-governmental organization, the American 
Center on G1oba1 Hea1th and Tobacco, or ACT. This NGO, which has 
the support of Senators Lugar, Hatch, and Harkin, would fund 
public information campaigns. ACT would also provide funds for 
public education, as well as technical and general assistance on 
tobacco control, but would UQt be involved in any science-based 
public health activities. 

Two-thirds of the international monies provided in the Conrad 
bill would be designated for official programs. Bilateral and 
multilateral assistance for "reducing and preventing the use of 
tobacco in foreign countries H is to be approved by the Secretary 
of Health and Human Services (in consultation with the Secretary 
of State). The designated multilateral vehicle is the World 
Health Organization (WHO); missing is any provision for 
multilateral development bank programs. 

A couple of other internationally-oriented legislative proposals 
are not included in the Conrad bill. Senator Laatenberg and 
Representative Waxman support a bill to prevent smuggling. It 
contains measures that would, in effect, treat tobacco like 
distilled spirits to ensure the integrity of the custody chain, 
control of sales, etc. Treasury's Bureau of Alcohol, Tobacco and 
Firearms would be given authority and budget to deter tobacco 
smuggling through, among other things, a system of export permitS] 
and increased record keeping. Though there is much interest in 
preventing smuggling, the steps needed to effectively do so are 
not likely to find much support. 

Lautenberg and Waxman also support an "international code of 
conduct H that would set labeling and advertising requirements for 
tobacco products abroad by domestic concerns. U.S. tobacco 
'compan~es would be required to print health warning labels on 
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tobacco products that are at least as stringent as those in the 
United States. Companies would face the same standards applied 
to their overseas conduct as they face at horne -- they would be 
prohibited from selling, advertising, or marketing tobacco 
products to children abroad, for example. 

Framework Convention 

HHS is interested in pursuing a "Framework Convention on 
International Tobacco Control" as proposed in 1996 by the World 
Health Assembly. Such an accord would create an international 
framework through which nations could address the supranational 
dimensions of tobacco control in separate protocols. It would 
also aim to strengthen control efforts through information 
sharing. 

j 

There is inter-agency working group consensus that the tobacco 
control goals proposed for the convention are sound, but that the 
specific policies to be pursued need further development in order 
to clearly define what the parties will actually try to 
accomplish. Further work will be done by the group to flesh out 
a proposal. In the meantime, HHS is searching for resources 
within its budget to fund additional consultative work under the 
auspices of the WHO. 

cc: Bruce Reed 
Elena Kagan 
Torn Freedman 
Mary Smith 
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The Problem 

Fact Sheet 
International Tobacco Issues 

• There are approximately onc billion smokers in the world reprcsenting about one-third of the 
global population aged 15 years and over. 800 million of these smokers are in thc devcloping 
countries. 

• By 2025, tobacco is projected to be the leading global cause of premature death and preventable 
illness. 

• Currently, about 3 million persons die each year from tobacco-related diseases worldwide. 

• Tobacco-related deaths by the year 2025 are expected to reach 10 million persons per year, with 
seventy per cent (7 million) of these deaths occurring in the developing countries. 

• If current smoking patterns continue, about 500 million people alive today half of which are 
children will be killcd by tobacco. This represents about 9% of thc world's population. U nlcss 
smoking behavior changes, by the year 2025, premature deaths caused by tobacco in the 
developing world will exceed the expected deaths from AIDS, tuberculosis, and complications 
of childbirth combined. 

• Tobacco consumption is decreasing in most developed countries, but increasing in developing 
countries, due to aging population, rising income, low level of information on health hazards of 
tobacco, and from tobacco industry's practices (advertising and promotion, smuggling, and use 
of additives that increases tobacco addiction). Multinational tobacco Companies are actively 
targeting developing countries markets. 

• The increase in cigarette consumption l~vels in emerging markets such as central and eastern 
Europe, China, Asia, and Africa is expected to compensate for declines in volume sales in 
mature cigarette markets sueh as the United States and Western Europe. 

Exports 

• China, Malawi, Brazil, Zimbabwe, United States, Turkey, and Italy, account for over half of all 
global exports of unmanufactured tobacco. 

• United States is a major cigarette production 'center and the world's lcading exporter of 
manufactured cigaretles. 

• China is the world's dominant producer of unmanufactured tobacco, leads the world in tobacco 
manufacturing, and also the world's largest cigarette markel, accounting for 32.3% of world 
sales. 

• Two countries, Malawi and Zimbabwe are particularly dependent on tobacco as major source of 
all export earnings, with tobacco accounting for 64% of all. export earnings in Malawi and 23% 
in Zimbabwe. 



• Many countries that are devoting more than one per cent of theiI total import expenses 
purchasing tobacco are either developing countries or countries of central and castern Europe. 
In these countries, expenditures on tobacco imports are relatively large, and are a significant 
cost to economic development. 

Economic Issues 

• 1,000 added tons of tobacco consumption produces a global net loss of US $27.2 million. 

• It has been estimated that a 10% per cent increase in per capita income can be expected to 
increase tobacco conswnption by 7 per cent in middle income countries, and by more than 13% 
in low-income countries. 

• The Bellagio statement on tobacco and sustainable development stated that tobacco 
consumption is a major threat to sustainable and equitable development. furthermore, in the 
developing world, tobacco poses a major challenge, not just to health, but also to social and 
economic development and to enviIonmentaI sustainability. 

• Developing countries are already struggling with health care problems, the additional burden of 
lobacco-related illness will markedly hinder economic development. 

• Tobacco use cessation and prevention programs are among the least expensive methods 
worldwide for preventing tobacco-related disease and death. 

• A global strategy is needed to treat tobacco products commensurate with the enormous harm 
they cause. 

Sources; World Health Organization Tobacco Alen 1997, World Bank Repon, Institule of Medicine (lOM) Report 1997, 
UNICEF Press Release 1997, Bellagio Conference on sustainable and equitable developmcn~ World Tobacco File 1996. 
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General Policy 

Tobacco: Guidance for U.S. Diplomatic Posts 
on Health, Trade and Commercial Issues 

The opening of international markets to U.S. products, non-discriminatory treannent for U.S. 
exporters, and removal of barriers to international trade are high priorities of the U.S. Government and 
the Clinton Administration. At the same time, the U.S. respects the rights of foreign governments to 
establish and maintain sound public health practices, encourages them to do so, and, where 
appropriate, may support such efforts with multilateral and bilateral assistance. Given that tobacco use 
will be the leading global cause of premature death and preventable illness early in the 21st century, 
there is a need to distinguish between protectionist policies and legitimate health-based actions, so as 
not to undermine other countries' efforts to reduce the consumption of tobacco and tobacco products 
and improve the health of their citizens. 

In light of the serious health consequences of tobacco use, the U.S. Government will not promote the 
sale or export of tobacco or tobacco products or seek the reduction or removal by any foreign country 
of nondiscriminatory restrictions on the marketing of tobacco or tobacco products. At the same time, 
the U.S. Government will continue to seek elimination of discriminatory trade practices and will strive 
to ensure that U.S. firms are accorded the same treannent in foreign countries as that country's own 
firms and firms from other countries. 

The overall objective of this policy is to ensure equal access to a shrinking global market for tobacco. 
This policy also conforms to the provisions of Section 618 of the Act Making Appropriations for the 
Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies for FY 1998. 

Guidelines 

The following guidelines are consistent with the Administration's overall approach to reducing the 
negative health impact of tobacco while protecting the rights of Americans overseas: 

1. Posts are encouraged to assist and promote tobacco-control efforts in host countries. 

2. Posts should not challenge host country laws and regulations based Oil sound public health 
principles, applied in a nondiscriminatory manner to both imported and domestic tobacco and tobacco 
products, and for which sufficient notice has been given. If a post has reason to believe that such 
health regulations may, in fact, discriminate against U.S. firms or individuals, the issue should be 
referred to Washington for consideration by trade, health and other appropriate agencies. 

3. Posts should not promote the sale or export of tobacco or tobacco products, and should not 
assist the efforts of U.S. firms or individuals to do so. Ambassadors or embassy staff should not attend 
or otherwise support receptions, trade promotions, or any events sponsored by individuals or entities 
involved in the export, manufacture, promotion, distribution or sale of tobacco or tobacco products 
where their attendance could be construed as United States Government support for the sale or export 
of tobacco or tobacco products. 

4. Posts should continue to provide routine business facilitation services to all U.S. citizens or 
firms such as the provision of publicly available information on foreign country conditions and policies, 
information or assistance that may help U.S. firms or individuals comply with foreign government laws 
or regulations, and assistance in resolving business problems -- such as customs or port clearance, 
trademark violations, or phytosanitary restrictions -- that are potentially discriminatory. 
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February 11, 1998 

Tobacco use is a growing threat to global public health. Today, tobacco products account for 
three million deaths worldwide each year; by 2025, that number is expected to rise to ten million 
per year. with over 70 percent of tobacco-related deaths occurring in developing nations. 

As the world's leading exporter of tobacco products, the United States has a moral responsibility 
to address the adverse impact of its products 011 global public health. As a part of any effort to 
address tobacco lise, Congress should establish a rel'ponsible international health policy by 
enacting these five proposals: 

I. End U.S. Government Support for Tohacco Ahroad. The federal government should be 
prohibited frolll promoting the sale or export of tobacco or tobacco products abroad. It shoUld 
also be prohibited from attempting to weaken a foreign tobacco regulation unless the regulation 
discriminates against U,S. products in an arbitrary and unjustifiable manner and is not a reasonable' 
protection of public health. 

2. Adequately Fund Global Nonl:oyernme.ntal Tobacco Control Efforts. A private, nonpronl 
organization should be establishcd to assist public health organizations in other countries through 
public education programs, technical assistance to health professionals. mass media campaigns. 
grants and olher gcneral assistance. 

3, Establish a Code of Conduct for Labeling and Advertising Overseas, U.S. tobacco 
companies should be required to print health warning labels on tobacco products sold overseas 
that are as stringent as those required in the United States. U.S. tobacco companies should also 
be prohibited from selling, adveltising or marketing tobacco products to children in other 
countries, with the same standards applied to their overseas conduct as at home. 

4, Stop International Tobacco Smuggling. The Bureau of Alcohol, Tobacco and Firearms, 
which currently regulates alcohol smuggling, should be given authority to deter tobacco 
smuggling through. among other things, a system of export permits and increased record keeping. 

'5. Fund International Tohacco Control Through jI Licensinl: Fee. Every U.S, tobacco 
company should pay a two-cent fee for each package of cigarettes it sells overseas. The money 
raised through such a fee should be used for tobacco control eflbrts by governmental and non­
governmental entities. 

The United States has the opportunity to act as a world leader in promoting public health. If 
Congress passes any measure to confronL domestic tobacco use, it must also tackle the health 
problems caused by the lise of American tobacco products abroad, We strongly endorse these 
proposals to establish a responsible U.S. policy for the promotion of global public health. 
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Record Type: Record 

To: Thomas L. Freedman/OPO/EOP 

cc: Elena Kagan/OPO/EOP, Mary L. Smith/OPO/EOP 
Subject: Re: International Tobacco ®J 

smuggling yes, feeling bad about selling cigarettes to other nations no 
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, ~ Thomas L. Freedman , .. ( dt." 01113/98 10:22:08 AM 
r , 
Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Mary l. Smith/OPD/EOP 
Subject: HHS & International Framework Convention 

Sherman says HHS is moving ahead with the framework convention. 
---------------------- Forwarded by Thomas L. Freedman/OPD/EOP on 01/13/98 10:21 AM ---------------------------

~ Sherman G. Boone 
@? 01/13/98 09:32:24 AM 

Record Type: Record 

To: Daniel K. Tarullo/OPD/EOP, Thomas l. Freedman/OPD/EOP 

cc: Jerold R. Mande/OSTP/EOP 
Subject: HHS & International Framework Convention 

We soon should be hearing "officially" that HHS (Kevin Thurm) has decided to proceed with 
drafting request for Circular 175 negotiating authority for the International Framework Convention 
on Tobacco Control. HHS will will be searching internally for $100,000 as the U.S. contribution 
towards a planning meeting to be convened by WHO (10-15 nations to participate). 
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[.~"l~ i ~::~as L. Freedman 
~T " .. ~ 01/12/9808:30:18 PM , 
Record Type: Record 

To: Bruce N. Reed/OPD/EOP. Elena Kagan/OPD/EOP. Mary L. Smith/OPD/EOP 

cc: 
Subject: International Tobacco -- Draft Legislation 

FYI. Some international tobacco bills in Congress. 
---------------------- Forwarded by Thomas L. Freedman/OPD/EOP on 0'/12/98 08:29 PM ---------------------------

~ Sherman G. Boone 
-.. '!(£37 01112/9807:54:23 PM 

Record Type: Record 

To: Thomas L. Freedman/OPD/EOP 

cc: Jerold R. Mande/OSTP/EOP 
Subject: International Tobacco -- Draft Legislation 

I have received from the "bipartisan international tobacco issues working group" on the Hill copies 
of discussion drafts for several pieces of possible legislation: 

• 

• 

• 

Prohibitions on official USG promotion of exports of "tobacco and tobacco products" (Doggett 
& Durbin) -- an "expanded" version of the Doggett Amendment to the FY98 
State/Commerce/Justice Appropriations bill: normal business facilitation would be allowed (it is 
anticipated that the legislative history would incorporate State/Commerce Department 
Guidelines to Embassies), but any exceptions on the trade front (e.g., to cease discriminatory 
practices or remove barriers) would require certifications to Congress that there are no negative 
public health ramifications. 

Smuggling (Lautenburg & Waxman) -- would generally treat tobacco like distilled spirits to 1 
ensure the integrity of the custody chain, control of sales, etc.; the prospective changes in the 
way that tobacco would have to be sold at the retail level are huge. 

Creation of an American Center for Global Health and Tobacco (Lugar & Harkin) -- an NGO to 
fund ($150 million per annum) major public information campaigns; does not provide monies for 
bilateral and multilateral science-based public health activities to control tobacco. 

I hope to receive additional drafts this week, including legislation relating to an international code of 
conduct (Doggett & Waxman) that, like the framework convention, would seek to promote 
cigarette labelling and advertising requirements at least as rigorous as those in effect in the U.S. 
The report from the National Cancer Policy Board does indeed have quite a substantial section on 
international issues. 

I hope to collar an intern to put together a quick summary of these various materials. 



DRAf.T 
AMERICAN CENTER FOR A TOBACCO-FREE WORLD 

Sec. I FINDINGS 

I) Tobacco .. se is eSllmat~d til ha"e causc'd nearly:; Olilhon deaths a year worldwide in the early 
1990's.· and is projected to cause in ex~ess of 10 million additional deaths a year globally by 
2025. mak,ng It the leading killer worldwide Mor~ than 70% of those deaths are expected in 
de"eloping countrie;; . 

2) Most developing governments are unprepared to address increases in tobacco deaths, 
including the impact on health systems and health costS Very few have implemented the fiscal (\ 
and regulatory policies that can hmi! increases m tobacco allributable deaths While tobacco . J ~. 
consumption in the U.S and other established market economies has fallen over the last decade. 'Sf~: 
consumption IS rising in China. India. East Asia. and former socialist economies Tobacco ! . '\ \. 
companies in [he US and elsewhere have increasingly targeted these kets ~a. /~,y )J 

. lipan. t e US acCOun s r n - ~ cisarette production. £::::' ~ ~ 
~ 

3) Tobacco use markedly reduces good health and threatens to erode the major health gains in 
life expectancy of the last century Only HIV infection and tobacco are large and grOwing 
causes of death worldwide The lotal projected deaths from tobacco over the next ten years 
likely will exceed deaths from HIV. maternal and childhood conditions and tuberculosis 
combined While {he US !=las she .... 8 il~ftifieaAt leeaers!<til=\ iR meeiiiitiag ifttefflB:tieRM IIIV 
eerufel, it has deAe far tess te pre .. efl£ [he 9preaa eftsbtteee age 

q) Sinee 1992, !ke ',1/ erie Bilonk kEis Eleelllee EI [ermElI lle1iey effie! leneing fer [e~Eleee 
preEitletiea. prsee3siag. SF ffi8~cetiR~ The Werle BaRk? s eenSef\'flli'le estifftfHe is tflat teefteee 
ill\e9lfflelll glebElIl~ re3ullee itl an 81llltfol $2ee billieH He! eceftemie leH afetfnti 19ge All} 
c'eSI18ltUe e·lahil~l .. i8," h~CH pkKc3 , faSa,}81;fc' ) ah" ~il huMan hf,.: sl,g1;tc.il"3 a "e.~ 18s:ifi d," 
,ohtteea. . 

5) The aa6flltan efeefl1J3FefieHSive fl&tieftallegi3latieft ge'.'efaiag t8baeee will een3tittlfe 
lleees9af} "erld leadership. Ne ei~ili2ed seeiet) eEift de less Ie 5!elft the tel! efdiseEise aftd deElIA 
€rem tebaeee l1!le. Siftee H1arlEetiftg e:bbse~ [hat [he US !leeks fa eaMrel at heme ate praetieea 
.... ilkeal reSlfaifll ebFeed e) us based eeRlIlEiAies lkere is eelh EI Iltlblie health ElndlfteFElI 
eeligalien Ie de llle elt!ent l'es3ible Ie see IhEit the IlreleC:lieA5 affereed US eilizens ElFe eKleRaea 
te-iIII-

5) TiI.e United Stales consistenlly.ha~ provided leade{ship lind 
fundin810. adcjiess the world's mOSt pressing public health needs, 
iiJcb.ld\rig AIDS, \lunge!", matemaland clU\.d health, and immunization. 
(Anntlal U. S fundipg for these public heallh issues exceeds $XXX ). 

6J The United States ~ports more IhM 240 billion cigarettes per 
Yellr wWth mOre than $6 billion. Theleadi~ American tobaccO cQmpany made inf'CCesli of 
$6.3 billion in overseas profits in 1996, ranldl?g rhird inpe.tfo~among trarn;naiional US­
based, companies. Foreign sales now account for more thanlu!1f of ~Il sales for the two leadipg 



(" , 
u.s. tobacco manufacturers. 

7) lnligtn aftlle rol~.tbe U.S"has played in spreactinl! lObacco 
use globally. ami in li$hr pflbe large filWlcial benefus the U.S. 
comil\\lel! ~.epjoy frOnt, [QbGcc:o ~pons. it is approp~ Jhat this 
nalion provide sigilificanr~an~ amI funding for iTlJ(:rriarional public education and mass 
media progwns that infonn the public about the hazlli'As of 1.Obacco US~. 

. ." 

8) Smoking in U S. films is pervasive and influences persons in other countries who seek to 
emulate "American activities" depicted in motion pictures. A recent study recently reported that 
more than half of the top-grossing U S. films relea;ed between 1991 and 1996 el<hibited 
smoking. In these films, 80 percent of the male lead characters and 27 percent of the female 
characters smoked The motion picture industry is painting a distorted picture that smoking is a 
truly American activity 

6) ReAt:SmeF8fieR .-SF Ihe tIeath aHa aigesJe eebgeiJ h) rhege flfSi\(9 is appr6}3Aate. At [fte very 
leait. AftleFiesH f36lieie9 gar, efftiftg DEI'. enisiftg. pfeettletieft. laeeliHg; paei(aging afU! '£des at 
haffle mttsr be eeRsiJteA£ abraad. 

SEC.2 PURPOSES. The American Cemer for a Tobacco-free World (ACT) shall assist 
organizations in other countries to address the several health problems associated with tobacco 
use through- I .l.: .... -Kl :., ~r~) 

1) public education programs that inform the public about the hazards of tobacco use and of 
environmental tobacco smoke, 

2) mass media campaigns. including paid counter-lObacco adverrisemems, to reverse the image 
appeal of pro-tobacco messages, especially those thllt glamorize and "Westernize" tobacco use to 
young people, 

3) educating organizations about the economic and societal costs of tobacco use, and effective 
tobacco use prevention strategies lhat are appropriate for the country; 

4) facilitating access to nicotine addiction therapies, 
fh'J tI.;,~,.~ "\ 1':~_<"h:.1 

5) evaluatinS{\tobacco use cessa~ionAstrategles. and 

6) providing technical assistance to develop standardized epidemiologIC tfierhodologies 10 

monitor tobacco use 

SEC 3 DEFINITIONS. 



(a)Trust fund _The term' 'Trust Fund" means the National Tobacco Settlement Trust Fund 
estabhshed in the Treasury of the United States consisting of amounts that are appropriated or 
accredIted to the truSt fund from the tobacco settlement appro lied by Congress 

SEC 4, AMERICAN CENTER FOR A TOBACCO-FREE WORLD 

Congress finds that there is established in the District of Columbia a private. nonprofit 
corporation known as American Cemer for a Tobacco-free World (ACT) which is neither an 
agency nor establishment ot'the United States Government 

,':\';;; 
~\ c 

SEC. 5 FUNDING 

~\Vl 
~ 

);A~) . ,~\: . 
(a) ESTABLISHMENT OF GLOBAL PUBLIC HEALTH AND EOUCA nON RESOURCE ~~. - , 
ACCOUNT. There is established with the Trust fund the Global Public Health and Education , 
Resource Account that shall be accredited with $_ for each fiscal year. 

(b) IN GENERAL,_ The Secretary of the Treasury shall, on October I of each fiscal year 
subsequent to the effective date of this Act. transfer $_ million from the Global Public Health 
and Education Resource Account of the Trust Fund to the account of the ACT to carry out the 
activitieS authorized under this Act 

(c) TERMINATION OF TRANSFER AUTHORITY _The, authority of the Secretary to transfer 
funds from the Trust Fund shall expire on __ 

SEC. 6 ELIGIBILITY fOR ANNUAL TRANSFERS FROM THE TRUST FUND 
(a) Nothing in this Act shall be construed to make the ACT an agency or establishment of the 
United States Government. or to make the members of the Board of the ACT. or its employees, 
officers or employees of the United States 

(b) OVERSIGHT The ACT and its grantees shall be subject to the oversight and supervision of 
Congress. and shall annually submit a repon of it's activities to __ ' 

(c) CONDITIONS ON ELIGIBLLITY FOR FUNDING (basically track language in sec 504 of 
PL 98-164- National Endowment for Democracy) 



UKAtl . 
SECTION 4. AMERICAN CENTER ON GLOBAL HEALTH AND TOBACCO 

Congress tinds that there IS established in the District of Columbia a pn Vate. nOn­
profit cOrpOration known as the American Cemer (ACT) On Global Health and Tobacco 
which is neither an agency nor establishment of the United States Government. 

ACT is govt:med by a Board of up to 25 members including: 

1. On a bipartisan basis members oftht! Senate of the United StateS and of the House of 
Representati yes. 

2. The Presidents of American public health organizations. 
3. The Presidents of American media, marketing and other non-government institutions 

and COrpOrations. 
4. Individuals active in education. public health, and other relevant ~tivities. 

Act is to have an International Advisory Council. This Council consists of 
representatives from key global, regional and national public health organizations and 
leading individual educators and health professionals. 

It is directed that ACT is to have a limited staff and to the maximum extent utilize 
the available experience and talents of existing American organizations to carry out irs 
mandate. These include American non-governmental organizations with specialized 
international experience in health, education, media and tobacco. 

SECTION S. FUNDING 

(a) ESTABUSHMENT OF GLOBAL PUBUC HEALTH AND EDUCATION 
RESOURCE ACCOUNT. There is established with the Trust Fund the Global Public 
Health and Education Resource Account that shall be accredited with $150 million for 
each fiscal year. 

(b) IN GENERAL. The Secretary of the Treasury shall on October 1 of each fiscal year 
subsequent to the effective date of this Act, transfer 5150 million from the Global 
Public Health and Education Resource Account of the Trust Fund to the aCCOunt of 
ACT to carry out the activities authorized under this Act. 

(c ) TERMINATION OF TRANSFER AUTHORITY. The authority of the Secretary to 
tranSfer funds from the Trust Fund shall expire with the expiration of the Trust Fund. 

" 
SECTION 6. ELiGIBIUTY FOR ANN\.JAL TRANSFERS FROM THE TRUST FUND. 

(a) Nothing in this Act shall be construed to make ACT an agency or establishment of the 
United States Goverrunenl, or to make the members of the Board of ACT, or its 
employees, officers or employees of the United Statt!s. 

(b) OVERSlGHT. ACT and its grantees shall be subject to the oversight and supervision 
of Congress, and shall annually submit a report of its activities to the Congress. 



(C) CONDITIONS FOR ELIGIBILITY FOR FUNDING. 

a.·.'UUlual Payments from the Trus{ Fund may be made to ACT under 
this title only if ACT agrees to comply with the requirem.:nts specified m 
Ihis section and elsewhere in this title. 

b.1. ACT may only provide funding for programs of private seClor 
groups and may not carry Out programs directly. 

2. ACT may provide funding only tor programs which are consistent 
with the purposes set fonh in Section 2. 

Salary or c.l. Officers of ACT may not receive any salary or other compensation 
compensation from any source, other than ACT, for services rendered during the penod 

of their employment by ACT. . 
Travel e~penses. 2. If an individual who is an officer or employee of the United States 

Slockor 
dIVidends. 

Report. 

GAO audit. 

. Govenunent serves as a member of the Board of Directors or as an officer 
or employee of ACT. that individual may nO[ receive any compensation or 
travel expenses in connection with services performed for ACT. 

d.l. ACT shall not issue any shares of slOck or declare or pay any 
dividends. 

2. No pan of the assets of ACT shall inure to the benefit of any m.:mber 
of the Board, any officer or employ"" of ACT, or any other individual, 
except as salary or reasonable compensation for services. 

e.l. The accounts of ACT shall be audited annually in accordance with 
generally accepted auditing standards by independent certified public 
accountants or independent licensed public accountants cenified or 
licensed by a regulatory authority of a Srate or other political subdivision 
of the United States. The audits shall be conducted at the place Or places 
where the accounts of ACT are normally kept. All books, accounts, 
financial records, repons, files, and all other papers, things, or property 
belonging to or in use by ACT and necessary to facilitate the audits shall 
be made available to the person or persons conducting the audits; and full 
facilities for verifying tranSactions with any assets held by depositories, 
fiscal agents, and custodians shall be afforded to such person or persons. 

2. The repen of each such independent audit shall be included in the 
annual repon required by subsection (h). The audit r~n shall set fonh ., 
the scope of the audit and include such statements as are necessary to 
present fairly ACT's assets and liabilities, surplus or deficit, with an 
analysis ofthe changes therein during the year, supplemented in 
reasonable detail by a statement of ACT's income and expenses during the 
year, and a statement of the application of funds. together with the 
independent auditor's opinion of those statements. 

[I. The financial transactions of ACT for each fiscal year may be 
audited by the General Accounting Office in accordance with such 
principles and procedures and under such rules and regulations as may be 



Reponto 
Congress 

Reponto 
President 
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Congress. 

prescribed by the Compuoller General of Ihe United Stat~s. Any such 
audit shall be conducted at the place or places where accounlS of ACT are 
nonnally kept. The representatives of the G~neral Accounting Office shall 
have access to all books, 'accountS, records, reports, files, and all other 
papers, things, or property belonging to or in use by ACT pertaining to its 
linancialuansactions and necessary to facilitate the audit; and they shall 
be afforded full facilities for veri lYing uansactions with any assets held by 
depositories, fiscal agents, and custodians. All such books, accounts, 
records, reports, files, papers, and property of ACT shall remain in Ihe 
possession and CUSTOdy of ACT. 
2. A report of each such audit shall be made by the Comptroller General 

(0 the Congress. The report 10 the Congress shall contain such 
comments and infonnation as the Comptroller General may deem 
necesSary TO inform the Congress of the financial operations and condition 
of ACT, together with such recommendations with respect thereto as he 
may deem advisable. The report shall also show specifically any program, 
expenditure, or other financial transaCtion or undertaking observed in the 
course of the audit which. in the opinion of the Comptroller General, has 
been carried on or made contrary to the requirements of lhis litle. A copy 
of each report shall be furnished 10 the President and to ACT at the time 
submined to the Congress. 

g.l. ACT shall ensure that each recipient of assistance prOvided 
through ACT under this title keeps such records as may be reasonably 
necessary to fully disclose the amount and the disposinon by such 
recipient of the proceeds of such assistance, the 10tal cost ofthe project or 
undertaking in connection with which such assistance is given or used, and 
the amount and nature of that portion of the cost of the project or 
undertaking supplied by other sources, and such other records as will 
facilitate an effective audit. 

2. ACT shall ensure that it, or any of its duly authorized representatives, 
shall have access for the purpose of audit and examination to any books, 
documents, papers, and records of the recipient that are peninent to 
assistance provided through ACT under this title. The Comptroller 
General of the United States or any of his duly authorized representatives 
shall also have access thereto for such purpose. 

h. Not later than December 31 of each year, ACT shall submit an annual 
report for the preceding fiscal year to the President for rransrninaI to the 
Congress. The report shall inClude a comprehensive and detailed report of 
ACT's operations, activities, financial condition, and accomplishments 
UTlder this title and may include such recommendations as ACT deems 
appropriate. The Board members and officers of ACT shall be available 10 

testify before appropriate committees of the Congress with respect to such 
report, the report of any audit made by the Comptroller General pursuant 
to subsection (t), or any other matter which any such comminee may 
determine. 
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Memorandum 
To: 

From: 

DlIte: 

Subject: 

Int'l tobacco working group 

Cathy Carpino 

December 18, 1997 

Oudine of ann-smuggling proposal 

DRAFT 

L Establish a permit system for cigarettes: Mirroring the system in place for 
alcohol (27 USC 203, et seq), this proposal would require any person engaged 
in the business of manufactUring, distributing, selling, or importing tobacco to 
obtain a pennit from the Treasury Secretary within a certain period of time 
(e.g., 180 days) of enactment of Act. Any person shall be entitled to a permit 
unless they have been convicted of a felony, convicted of a misdemeanor 
involving tobacco within the past three years, or if such person is unlikely to 
confonn their operations with federal law. 

The Secretary may suspend, revoke, or annul a permit if any of the 
permit's conditions are violated. These permits cannot be transferred 
voluntarily. If transferred by operation of law, the new perminee shall have 30 
days within which to reapply. The old permit shall continue in effect until the 
Secretary acts on the perminee's application. 

To prevent the sale or distribution of cigarene packages that do not 
comply with federal labeling requirements, no person shall produce, distribute, 
or sell cigarenes unless that person obtains a certificate from the Secretary. 
Officers of internal revenue are authorized and directed to withhold the release 
of packages of cigarenes from the manufaCTUrer unless such a certificate has 
been obtained. Customs officers are authorized and directed to withhold the 
release of packages of cigarettes from customS custody unless certificates have 
been obtained. [need to look at the Kennedy bill and Conrad's 'proposal to 
ensure consistency) 

II. New labeling requirements for cigarette paCkages: (I) The President is 
directed to reqllire cigarene manufacturers 10 identify the manufacturing 
facility, distribution facility, export warehouse, and any other information 
determined by the President to be relevant to the chain of custody on each 
package of cigarenes within one year of enactment of this Act. The stamp 
containing this information shall use secure technology that is not susceptible to 
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alteration. but that can be accessed by officials, both in the United States and in 
foreign countries, and (2) Cigarene manufacrurers shall label every package 
with the country of fmal destination The President shall promulgate 
regulations regarding the size and location of this stamp on the package If 
manufacturers do not comply with federal labeling requirements. the Secretary 
of Treasury shall revoke their permiT, in addition to applying all existing 
penalties. 

m. Tracking requirements: (I) Cigarene manufaCturers are required to post 
a bond for exported packages of cigarettes to be rerumed when the Secretary of 
Treasury receives documentation that such cigarenes reached their fUlal 
destination. The Secretary of Treasury shall promulgate regulations 
determining the amount of the bond and what documentation is needed to 
verify deli\lery of the packages; (2) in order to obtain the return of a bond, the 
Secretary shall determine that a counay has a legitimate markE.'t for cigarettes 
e>CpOrted from the United States and that such cigarenes are to be consumed in 
that country as part of the legitimate market. The Secretary shall publish the list 
of these countries; and (3) Cigarene manufacrurers cannot sell to any person, 
either in the United States Or in a foreign counay, if they have reason to 
believe such person will violate any law or regulation of that country, or if 
such person was convicted of a crime involving cigarenes. 

IV. Military bases: The Secretary of Defense is directed to require that 
packages of cigarettes sold overseas on military bases shall be priced at the 
highest level found in the country in which the base is located or in the United 
States, whichever is greater. Packages of cigarenes sold on military bases shall 
be so marked. 

v. Indian reservations: Packages of cigarenes on Indian reservations shall be 
so marked. 

VI. Duty-free stores: Duty-free stores located in the United States shall not 
sell packages of cigarenes and no person in the United States may sell to duty­
free stores in foreign countries. 

va. IncrE.'ased resources: It is the sense of the Senate that the, Treasury 
Department shall allocate additional resources to curb the problem of cigarene 
smuggling, especially on Indian reservations. 

2 



DRAFT 
Draft language regarding tobacco product labeling and advenising abroad 

SEC 1. EXPORTS OF TOBACCO PRODUCTS ABROAD 

(I) REQUIREMENTS.--It shall be unlawful for any domestic concern to export from the 
United States, or to sell or distribute in, or export from, any other country, any tobacco products 
the package of which does not contain a warning label that--

(A) complies with Federal labeling requirements for cigarettes manufactUred, 
imported, or packaged for sale or distribution within the United States; and 

(B) is in the primary language of the country in which the cigarenes are intended 
for consumption. 

(2) WAIVERS. --The President may waive the prohibition contained in paragraph (1) if the· 
President detennines that the country in which the exported tobacco products are intended for 
consumption has in effect requirements for labeling oftobacco product packages substantially 
similar to or more stringent than the requirements for labeling of tobacco products set forth in 
paragraph (1). 

SEC 2. ADVERTISING OF TOBACCO PRODUCTS ABROAD 

(1) REQUIREMENTS.--It shall be unlawful for any domestic concern to advertise or 
cause to be advertised abroad any tObacco product in a manner that does not comply with Federal 
requirements for the advertisement of tobacco products in the United States. 

SEC 3. PENALTIES. 

(I) FfNE. --Any person who violates the provisions of section \ or section 2 shall be fined 
not more than $\00,000 per day for each such violation. lVly person who knowingly reexportS 
from or transships tobacco products through a foreign country for which the President has issued 
a waiver as described in section I (2) to avoid the requirements of section 1 shall be fined not 
more than $150,000 per day for each such occurrence. 

(2) INJUNCTION PROCEEDINGS.-The district courts ofthe United Stales shall have 
jurisdiction, for cause shown, to prevent and restrain violations of section 1 or section 2 upon the 
application of the Attorney GeneJ'jl of the United States. 

SEC. 4. DEFINmONS. 

(1) DOMESTIC CONCERN --[0 dus act, the term "domestic concern" m.:ans·· 

(A) any individual who is a citizen, national, or resident of the United States; and. ..::erA 
(8) any corporation, partnership, association, joint-stock company, business tTUst, 

unincorporated organization, or sole propri.:torship which has its principal place of 
business in the United States, or which is organized under the laws of a State of the 
United States or a territory, possession, or commonwealth of the United States. 



Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP, Jerold R. Mande/OSTP/EOP 

cc: 
Subject: Ooggett Amendment 

It looks Do ett's amendment to rohibit the US overnment's promotion of tobacco abroad will be 
in State/Commerce. The amendment actuall b icall reflects current S olicy, but it is a 
forma Iza Ion 0 our position. When the President signs it, i think we can say that it will ba ance 
the Etheridge position that we won't discriminate against US farmers with the comittment that we 
also won't promote tobacco overseas. 
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Record Type: Record 

To: Elena Kagan/OPO/EOP 

cc: Laura Emmett/WHO/EOP 
Subject: Doggett Amendment 

You dropped me a note about whether the Doggett amendment passed. It did in State/Commerce, 
but has not been signed yet. (It formalized the US position on tobacco exports-- prohibting 
promotion of tobacco overseas but allowing the government to fight discrimination specifically 
against US tobacco). 
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Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: Mary L Smith/OPO/EOP 
Subject: Academics and tobacco 

Re: academics. You both are very pithy. 

Re: tobacco. We were looking for exec actions on the international front and maybe this is one: 
There are draft commercial guidelines from State that codify what we discussed in our last meeting 
-- what steps the government will take to push tobacco products via our embassies etc. It codfies 
our existing policy, essentially promising not to promote tobacco products. (This is not the same as 
limiting USTR in trade agreements in which our policy is to not fight valid health regulations, only 
those barriers that discriminated on the basis of national treatment.) Tarullo met with Shalala and 
discussed this, concluding the commercial guidelines might make a good Gore-Shalala event (see 
previous e-mail). What do you think? 
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Record Type: Record 

To: Bruce N. Reed/OPO/EOP, Elena Kagan/OPO/EOP 

cc: Mary L Smith/OPO/EOP 
Subject: FW: Smuggling 

---------------------- Forwarded by Thomas L. Freedman/OPD/EOP on 10/21/97 02:52 PM ----------.----------------

Record Type: Record 

To: Thomas L Freedman/OPO/EOP, Jerold R. Mande/OSTP/EOP 

cc: 
Subject: FW: Smuggling 

FYI, Dan Tarullo met with Shalala yesterday morning and agreed on the following points: 

1. The trade issues should be handled low-key, but we should also push harder internally to 
get tobacco off the table in trade negotiations. We can point to the absense of trade actions (as 
compared to the 19805) as this Administration's policy statement. It's too easy to antagonize 
Congress on this one. 

2. Should push to conclude commercial guidelines, along the lines of the most recent State 
Department draft (which I have not circulated inter-agency as of yetI. These could be rolled-out at 
a Gore-Shalala event, but should try to include someone from Commerce (new head of Foreign 
Commercial Service if confirmed) or State. 

3. HHS will cooperate with Treasury on creation of a new fund using non-appropriated 
resources. HHS staff will begin doing homework on absorbtion cpacity of intended recipients 
(primarily multilateral institutions, but also some bilateral programs and, presumably, NGOs). Will 
then have to get together later this fall with Treasury, legal types, to structure how such a fund will 
work. 

---------------------- Forwarded by Sherman G. Bocne/OPD/EOP on 10/21/97 01 :49 PM ---------------------------

~ mpeO @ cdc,gov 
~? 10/21/9701:40:00 PM 

Record Type: Record 
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To: Sherman G. Boone 

cc: 
Subject: FW: Smuggling 

Sherman - If i remember correctly, you're interested in smuggling as 
well as other aspects of international tobacco control. 

From: Eriksen, Michael 
To: Langguth, Shelley M.; Yurekli, Ayda Aysun; Giovino, Gary A.; 
Woollery, Trevor; Pechacek, Terry F. 
Cc: Eriksen, Michael 
Subject: Smuggling 
Date: Tuesday, October 21, 1997 1 :24PM 

This might be relevant both for the questions from GAO, as well as for 
the Seattle Customs seizure ..... 

Sunday, October 19, 1997 

Cigarette tax hike a smuggler's 
boon? 
U.S., Canadian law officials say yes 

BY MARK JOHNSON 
Media General News Service 

It's a losing proposition but one you can't refuse. 
It's the politics of contraband. It's the smuggler's blues. 
-- "Smuggler's Blues" by Glenn Frey 

CORNWALL, Ontario 

The radio squawked, piercing both the night's stillness and 
the parking 

lot conversation. A Royal Canadian Mounted Police constable 
out on 

surveillance reported that a boat on the St. Lawrence River 
was 

approaching shore at a suspected smuggler's house three doors 
from the 

Blue Anchor bar. 

"Yee-ha'" shouted Georges Levere, a Cornwall police officer 
on special 

assignment, as he and two other members of the RCMP's regional 
anti-smuggling task force scrambled into their vehicles. 

The "mounties" -- in casual street clothes and unmarked 
vehicles, not red 

tunics and horses -- fanned out to different positions. The 
constable 



'.. .. 

On both sides of Canada's border with the United States, 
front-line law 

enforcement officials predict that if the United States 
imposes a $1.50 per 

pack price increase as proposed by President Clinton, 
cigarette smuggling 

will boom. 

"A nightmare," said Jeff Groh, an agent with the Bureau of 
Alcohol, 

Tobacco and Firearms who, until moving to headquarters in 
April, led 

cigarette and liquor smuggling investigations in the western 
states. 

Groh and some of the ATF's most expert investigators on 
tobacco and 

alcohol smuggling said smugglers view their trade as low risk 
because of 

the modest criminal penalties compared with violent crime. 
After all, '1 

suspect has to possess 60,000 ille al cigarettes before the 
ATF will 

consider making a crimin case. 

L 
"If you've got 300 cartons and one hanging out of your mouth, 

you better 
eat that one," said Joseph P. Dougherty, an ATF agent in the 

Washington 
headquarters who worked for eight years in New York. 

A $15 jump in the store price of a carton of cigarettes only 
will enhance 

the allure of tax-free illegal smokes. 

"(Smuggling) will increase exponentially," Dougherty said. 
"You're going 

to see it in areas where you don't see it now." 

The one twist that CQuid avert at least some smuggling is if 
the $1.50 per 

pack increase comes in some form other than a tax, the agents 
said. 

Congress soon will consider the price increase as part of 
legislation that 

would settle lawsuits by more than two dozen states against 
the nation's 

largest tobacco companies. The White House proposed that the 
$1.50 

"penalty" be added in order to, among other purposes, 
discourage 

smoking and pay for smoking prevention programs for children. 

II V 
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If Congress slaps the penalty directly on the cigarette 
makers, It will boost 

the price at the factory instead of later as a tax. In that 
scenario, 

-smugglers may not be able to avoid it, ATF agents said. 

Smuggling works in different ways, but the most common, and 
what 

Canada saw in droves a few years ago, starts with a cigarette 
wholesaler 

buying from the factory and then selling to an exporter. In 
the United 

States, for example, neither the wholesaler nor the exporter 
has to pay 

f~deral tax -- currently $2.40 a carton -- on export 
cigarettes, since they 

are intended for foreign sale. Exports also avoid state 
cigarette taxes, 

which run from 2.5 cents per pack in Virginia to $1 per pack 
in Alaska. 

The exporter usually will ship the cigarettes to a specially 
licensed 

warehouse just outside the country. Canadian smugglers often 
ship 

Canadian cigarettes to the United States, especially Indian 
reservations 

where, by federal law, cigarettes and other commodities are 
sold tax-free. 

Smugglers then slip the cigarettes back into Canada and sell 
them at 

below-market prices that still reap enormous profit. They also 
smuggle 

untaxed American brand cigarettes into Canada, such as the 
vanload of 

Marlboros, but the market for them is limited. 

By the early 1990s, Canada's cigarette taxes had ratcheted up 
the price 

--cii a carton from around $20 to about $47. The higher price 
included 

-about $37 in tax, a large chunk of which helps pay for the 
nation's 

health-care system. 

The dramatically higher price was "engendering a smuggling 
situation, " 
-said Dave McDonald, chief of intelligence operations for the 

Cornwall 
office of Canada's Customs Bureau. 

Smuggling grew rampant, and Cornwall turned into a sort of 
nicotine 

gateway. This small industrial town sits along the border at 

M, I K-<-



the St. 
Lawrence River and abuts the Akwesasne Mohawk reservation. The 
reservation straddles Ontario, Quebec and New York state, 

making it 
easy to ship contraband from one nation to the other. In 1994, 

when 
taxes hit their peak, the mounties in Cornwall seized 103,000 

cartons of 
illegal cigarettes, roughly twice the amount they currently 

confiscate. In the 
more populous eastern provinces of Ontario and Quebec, illegal 

cigarette 
- sales were starting to rival legal distribution. 

The federal government, followed by the eastern provincial 
governments, 

lowered the taxes to where a carton costs about $21. The 
smuggling 

trade collapsed but only temporarily. The western provincial 
governments 

refused to lower their taxes, and the smugglers eventually 
started selling 

there. 

"It took a while for them to be able to mobilize their lines 
of 

communication into these other provinces to take advantage of 
the other 

markets that were there," McDonald said. In addition, the 
taxes have 

crept back up in Ontario and Quebec, pushing the price of 
cigarettes to 

about $27 a carton. 

Anti-smoking activists dismiss smuggling forecasts as a 
preventable 

problem that's been exaggerated. They argue that tobacco 
companies 

could help stop most illegal sales but won't, because black 
market 

cigarettes simply mean more consumption and more profit. The 
cigarette 
-makers, however, usually cite smuggling as a reason not to 

raise cigarette 
taxes. 
~ 

A federal grand jury in Syracuse, N.Y., is investigating R.J. 
Reynolds 

Tobacco Co.'s possible ties to an alleged smuggling ring that 
shipped 

$687 million worth of illegal cigarettes and liquor through 
the Akwesasne 

Mohawk reservation from 1992 to 1996. Federal court documents 
unsealed in August disclosed that a Reynolds marketing agent 



spent a 
fishing vacation with three of the accused smugglers and 

listened to 
conversations about the smuggling operation. 

While ATF officials agree that, as one agent said, "there is 
no moral 

turpitude clause" for the tobacco industry, they say their 
concerns about 

higher taxes encouraging smuggling already are borne out 
within this 

country. Cigarettes sold in low-tax states such as North 
Carolina, South 

Carolina and Virginia are trucked to high-tax states such as 
Michigan. 

"You'll get a lot of states saying they don't have a problem. 
The 

anti-smoking people will say there's no problem," said Jane 
Gazzaniga, an 

ATF analyst who focuses on smuggling. 

ATF officials say it is difficult to persuade supervisors and 
federal 

prosecutors to devote investigators and money to combat 
illegal 

cigarettes. The public, however, may not realize that, as 
Canada found 

out, contraband cigarettes can quickly take over a large share 
of the 

market with nobody paying taxes on them. The state and the 
federal 

governments then lose revenue. 

"(What's) going to make up that loss?" asked Jerry Bowerman, 
chief of 

ATF's anti-smuggling division. "Income tax and other taxes." 

More immediately threatening are the crimes connected to 
smuggling. 

"There's a certain amount of violence associated with these 
groups," said 

Bob Leary, an ATF agent based in Buffalo, N.Y. 

The nature of the crime and the criminal have changed. It's no 
longer three 

guys from New York in a van driving to the Carolinas to get 
smokes for 

the cigarette machines in their bar. The smuggling rings are 
organized, 

sophisticated and willing to protect their assets, law 
enforcement officials 

said. 



In Cornwall during the week when the mounties caught the van 
of 

Marlboros, their boat was shot at two nights in a row by 
smugglers on the 

Akwesasne reservation. 

"It's scare tactics," said Levere. "And it's working." 

Dougherty, who has tackled everything from firearms 
trafficking to 

conspiracy cases, offered a prediction. Among the crimes that 
concern 

the public and receive law enforcement's attention, cigarette 
smuggling 

--ranks low on the priority list Unless it gets more violent, 
he said, it will 

sta'y there. 



SENDER: 
PH: 
FAX: 
PAGES: 

UNCLASSIFIED FAX FROM 
THE NATIONAL ECONOMIC COUNCIL 

AND 
THE NATIONAL SECURITY COUN,en.. OF 

THE WIllTE HOUSE 

Sherman G. Boone 11ft. 
202-456-9288 
202-456-9280 
2 DATE: October 29, 1997 

SUBJECT: State-Commerce-USTR Appropriations - Rep·ort Language 
on the 'Doggett Amendment' 

Aeency Name PboneH lu...tl 
DPC Tom Freedman 456-5587 456-7431 
OSTP JenyMande 456-6018 456-6027 
USTR Jennifer Haverkamp 395-7320 395-4579 

Jan McAlpine 395-9582 395-4579 
IlliS Andy Hyman 690-6318 690-7998 
mrS/CDC Michael Eriksen 205-9235 205-8313 

Michelle Chang 205-9221 
HHS/OPHS Ripley Forbes 260-2255 260-1570 
StatelEB TenyMiller 647-3090 647-2302 

Paul Aceto 647-1490 647-1894 
USDA Charlie Rawls 720-6158 720-5437 
USDAIFAS Lana Bennett 720-9519 690-1171 
USDOC Troy Cribb 482-3737 482-2331 

Les Simon 482-0341 482-3981 
Treasury/OASIA Whit Warthin 622-1733 622-1731 

Attached for your information is a copy of the report language tbt will be considered by House­
Senate Conferees when they meet tomorrow. The report language, you will note, does not track 
exactly with that in the bill itself, which states: 

None of the funds provided by this Act shall be available to promote the sale or export of tobacco 
or tobacco products, or to seek the reduction or removal by an~1 foreign country of restrictions on 
the m!lrketing of tobacco or tobacco products, unless such restrictions are not applied equally to 
all tobacco and tobacco products. 
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Record Type: Record 

To: Bruce N, ReedIOPD/EOP, Elena Kagan/OPD/EOP 

cc: Laura Emmett/WHO/EOP, Mary L. Smith/OPD/EOP 
Subject: Doggett and tobacco 

The Doggett Amendment basically seeks to ban export promotion for tobacco and stop State from 
fighting prejudical tobacco bans. His amendment was attached to state/commerce approps. in the 
House version and is not in Senate version, Some reports have the issue being taken up in 
Conference as early as this week. NSC says that is unlikely. 

Substance: This Administration effectively banned export promotion, so this is not far from where 
we apparently already are. Problems: 1. while we don't promote cigs anymore, USDA seems to 
help tobacco (and therefore farmers). Doggett is not attached to the ago approps. but his 
amendment does mention both tobacco and tobaco products. We're talking to USDA about this 
late today. 2. Doggett has called evidently asking for support. Should the Adminstration position 
be not to endorse specific tobacco bills yet? 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Mary L Smith/OPD/EOP 
Subject: Tobacco smuggling 

You (Bruce) asked about the status of tobacco smuggling. We haven't done anything other than 
the immediate steps of asking where the agencies were taken right after the NYT article saying 
how widespread the problem was. Should we ask the international folks to put together a 
proposal? 



I.~"<LO- ",-rr[,lM,.o.-i -
i .... \.t..",.ct; ,-..{J 

q:r:rr-r"--
t.t~Mr-·Ln Bruce N. Reed 
(··r·· , .• " 09/29/9701 :29:51 PM 
} 

Record Type: Record 

To: Thomas L. Freedman/OPD/EOP 

cc: Elena Kagan/OPD/EOP, Mary L. Smith/OPD/EOP, Jerold R. Mande/OSTP/EOP 
Subject: Re: Tobacco smuggling ~ 

It's not particularly urgent, but I do think that the smuggling and contraband issues are going to 
come back to haunt us down the road. Cigs are $1 a pack in Mexico, and on their way toward 
$2.50-3.00 here with legislation. We need a better answer when the industry raises this concern -­
not about FDA and the black market, but simply about higher prices and a black market. 
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Record Type: Record 

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP 

cc: Laura Emmett/WHO/EOP, Mary L. Smith/OPD/EOP 
Subject: Doggett and tobacco 

The Doggett Amendment basically seeks to ban export promotion for tobacco and stop State from 
fighting prejudical tobacco bans. His amendment was attached to state/commerce approps. in the 
House version and is not in Senate version, Some reports have the issue being taken up in 
Conference as early as this week. NSC says that is unlikely. 

Substance: This Administration effectively banned export promotion, so this is not far from where 
we apparently already are. Problems: 1. while we don't promote cigs anymore, USDA seems to 
help tobacco (and therefore farmers). Doggett is not attached to the ago approps. but his 
amendment does mention both tobacco and tobaco products. We're talking to USDA about this 
late today. 2. Doggett has called evidently asking for support. Should the Adminstration position 
be not to endorse specific tobacco bills yet? 
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. '., In Hong Kong, hip clothing stores' pass f i[u'~'i" -snioking hiws,'TJiey also advertise,'whereas govern­
Ame~ican cigarettes free to their'customers, Sale"!" ment monopolies advertised little, Before the Amer' 

:" "sponsors a, "virtual reality", ,flome, wQere' te~n-':;".ican cigarette i!1V:asion of Ko~ea in the mid-1980's, 
agers' attack each other with laser guns, Empty Korea had banned virtually all tobacco ads. But the 
packs of American cigarettes can be redeemed for' Trade Representative's office demanded and won 

I ': tickets to mO,:"ies, discos aJ)d' concerts." ", , J, the right for American companies to advertise in" 
I' .,' Hong Kong is one of the' battlefronts of ilie" ,Korean publications. The same' thing happened in 
. ,< modern-day Opium War. While Britain went to war , Taiwan, , ' 

last centur;y to keep its Indian-grown opium stre.am-.,' Sincetheyast majority of smokers start before' 
ing into Chinese ports, today American, tobacco'" age 20, advertiSing is 'largely directed at youl1g,' 
companies win profits and build addiction thrqugf\- ,people, who ar~ more affluent and rebellious thalJ'~ 

I. " out Asia, where tobllcco consumption is'growing at, ,ever before. Smoking py teen-agers and children is,,' 
j' " the fastest rate in the world: Indeed" Amer;can"': , soaFing all over' Asia, especially among girls. ,:1, 

" cigarette companies have agreed to the proposed' ,': . Irt Hong Kong"whereAmerican tobacco blends, 
" "domestic'tobacco settlement in part because'lt:doos" ,make up,94 percent ofthe market, Salem sponsorS, 
I',', :not touch them overseas, 'where profits are so~ring' tennis tournaments featuring the American player ~ 

and they can boldly target teen-agers with~ut' feilr' ' Michael.;Chang, an idol of Hong Kong girls. A" 
of lawsuits or powerful critics., ,,' . , ". Madonna concert from Spain was rebroadcast into 

American cigarette exports have tripled since' , Hong Kong as a ,Salem Madonna concert. Stores sell ' 
the 1970's, when domestic smoking rates,began to 'Cilmeland Marlboro caps, watches and binoculars_, 

, fail. ,since 1990, ,sal,!~ of Philip Morris cigarettes' • !,' While the ll]!!Ilufacturers deny they are target;' 
. ,'have risen by 4.7 percent in the United States, but 80 ing young people .. the merchandise and events they 

, percent overseas. Cigarette manufacturers find the', "offer appeal mainly to teen-agers. Cigarette adver~ 
Asian market particularly inviting because of its', tising is banned ,from television and radio, but. 
size and the Asian love for tobacco. In Vietnam; fdr::,' 'billboards' and, print ads showing young people';~ 
,example, 73 percent of men smoke. " : '" having sophisticated fun are practically identical to 

In much of Asia, governments hold monopolies those in the United States. These ads piggyback on" 
or near;monopolies ,on cigarette production., The .. , the lure of American pop culture, which represents,', 
largest manufacturer in the world, in faci, is' the ,freedom and excitement for many Asian youths: 
Chinese Government, But American companies are It is probably unrealistic to expect-that over-

, ,moving into Asian markets, and have had substan>- seas considerations will be added to the proposed" 
"tial help from Washington. Th.e, White House's domestic tobacco settlement. But Washington ean-' 

Trade Representative and American embassies surely remove tobacco from the category of prod' 
, abroad have pressured countries to open their mat- ' ucts that get aggressive support for opening foreign I 

kets to American Cigarettes, often threatening trade markets, It can also finance anti-smoking programs ; 
restrictions if they do not. Such practices have in health organizations overseas and put the Agency I 

diminished under the Clinton Administration.' f"r'International Development to work discourag- , 
Tobacco companies say they are not promoting ing smoking. American companies and the Ameri- I 

'smoking, just gaining access to an existing market.", can Government unleashed sophisticated market,; 
, But the entry of American companies often trans- ing campaigns that increased smoking in many 
forms the Cigarette industry in ways that increase countries where people do not fully understand its 
consumption. Unlike government tooacco monopo:', danger. That gives Washington a responsibility tl!', 
lies, American companies lobby hard against anti- undo the damage.' . ;," 

, . 
I 
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TO: 

FROM: 
OMS CONTACT: 

SUBJECT: 

DEADLINE: 
c -

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington. D.C. 20503·0001 

Wednesday. August 20. 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

t
l'giSlati~e ~iai,on,Pffice~.- See Distri~~)ion below 

, ',r 'j\,'\\.t, ,v\(·h3\,(~!·1S JA' 
Janet R. Forsgrer!' (Tori Assistant Director for Legislative Reference 
Robert J. Pellicci 
PHONE: (2021395-4871 FAX: 12021395-6148 

OMB Request for Views on S1060 Worldwide Tobacco Disclosure Act of 
1997. HR 2]35lmernatlonal Tobacco Responsibility Act of 1997. and a 
draft Durbin .,mgndment Prohibiting the use of funds to facilitate the export 
or promotion of tobacco products 

Wednesday. September 3. 1997 

In accordance with OMB Circular A-1 9. OMS rHquests the views of your agency on tho above 
subject before advising on its relationship to tho program of the President. Please advise us If this 
Item will affect direct spending or receipts lor purposes of the "PaV·As-You-Go" provisions 01 Title 
XIII of the Omnibus Budget Reconciliation Act 01 1990_ 

COMMENTS: Please include in your comments eny policy and technical cuncerns relalin9 to these 
bills/amendment. 

DISTRIBUTI.9.r·H'~! 

AGENCIES: 
7-AGRICULTURE - Marvin Shapiro - 1202) 720-1516 
26-COMMERCE - Michael A. Levin - (2021 482·31 S1 
52-HHS - Sondra S. Wallaco . (202) 690-7760 
61-JUSTICE - Andrew Foi. - (2021 514-2141 
62-LABOR - Robert A. Shapiro - (202) 219-8201 
49-Federal Trade Commission - Lorraine C. Miller - (202) 326-2195 
76·National Economic Council - Sonyi. Metthews - (2021 456-6630 
1 14-STATE - Julia C. Norton - (2021 647-4463 
11 8-TREASURY - Richard S. Carro - (2021 622-0650 
128-US Trade Representative· Frod Montgomery - (2021395-3475 

EOP: 
Bruce N. Reed 
Elena Kegen 
Christopher C_ Jennings 
Joshua GotbalJm 
Joseph J, Minarik 
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Richard J. Turman 
Anne E. Tumlinson 
Wondy A. Taylor 
Donald R. Arbuckle 
Hugh T. Connelly 
Louisa Koch 
Janet R. Forsgren 
Sherman G. Boone 
Nancy E. Schwartz 
Robert E. Barker 
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LRM ID: AER173 SUBJECT: OMS Rcquest for Views on S1 060 Worldwide Tubacco 
Disclosure Act of 1997, HR 2135 International Tobacco Responsibility Act of 1997. and 8 draft 
Durbin a")endment Prohibiting the use of funds to facilitate the export or promotion of tobacco 
products 

( 

RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM 

P. 3/22 

If your response to this request for views is short (e.g .• concur/no commant). we prafer that you respond by 
e·man or 'by faxing us this response sheet. If the response is short Bnd you prefer to call. please call the 
branch·wide line shown below (NOT 'he analy .... lin. I 10 I •• v •• m •••• g. wllh 8 I.glslallv .... ISlanl. 

You may also respond by: 
(') calling the en"lyat/attorney's direct line (you will be conneoted to voice mail if the analyst does not 

,nlwor): or 
(2) sending u. e memo or letter 

Please Include the LRM number shown above. end the subject shown below. 

TO: 

FROM; 

Robort J. Polliccl Phon.: 396-4871 F .. : 395·6149 
Office of Menagomont end Budget 
Braf1ch·Wide Line tto reach legislative allistent): 395·7362 

______________ 'D8'0) 

_________________ 'N8me) 

(Ag.ncy) 

__________________ (Tolophone) 

The following is the reponse of our agency to your request for vlows on tho Dl.tove-coptioned subject; 

Concur 

_''' .. '._ No Objecllon 

No Comment 

___ See proposed edits on pages ___ _ 

Other: _________ _ 

___ FAX RETURN of __ pages, attached to this reponse sheet 
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1I 

To restrict thc activitics of the United States with respect 1.0 forei!,'"" law' 
that regulate the markl'ting of tobacco products alld 1.0 subject cigarettes 
that. arc ,""port<.,d ", the sanle restrictions on labeling as apply 1.0 tl", 
sale or distribution of cigarettes in the United States. 

IN THE SENATE OF THE UNITED STATES 

JllLY 23, 1997 

Mr. LAUTENBERe3 (for him",M, Mr. W\"l>~;", Mr. DURI'lK, and Mr. HARh"lS) 

introdl",,,d the, fc.llo,,·illg bill; which. was r~"d t .... i"" Ilnd referred \<. ti,e 
Comrniltcc on COlllmercc; Scicnce, and Transportation 

A BILL 
To restri(~t the act.ivities of the United St.ates 'with respeet 

to foreign laws that regulat.e t.he marketing of tobaceo 

pr(lducts and to subject. cigarettes that are e>q)orted to 

the same restrictions on labcling as apply t.o the sale 

or distribution of cigarettes in the United States. 

1 Be it enacted by the Senate and J{ OlLse of Rcpresenta-

2 titles of the United State-~ oj Amc:ric:a in Congress assembl,ed, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the "World .... ide Tobacco 

5 Disclosure Act of 1997". 

6 SEC. 2. DEFINITIONS. 

7 In this Act: 
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I (l) CIGARETTE.-The term "cd ga ret te" 

2 means-

3 (A) an)' roll of tobacco \\Tapped in paper 

4 or in any substance not. containing toulieeo 

5 which is to bc burned~ 

6 (B) . any roll of tobacco wrapped in any 

7 substance (:ontaining tobacco which, bet:aus(~ of 

8 it~ appcar!:lTH:<\ the type of t.obacco used in the 

9 fillcr, or its pac.kaging and /ahe/in~ is /ik(:/y to 

10 be offered to, or purchased by consumers !:IS a 

) 1 cig!:lret.t.e dc!;(:ribed in subparagraph (A), 

12 (C) Iit.t.le cigars whie:h an~ any roll of to-

13 haeeo "Tapped in leaf lOUiWCO Ol' any SIl bst.cll1<:e 

) 4 containing tobac(:o (otber than any roll of t.o-

15 ba(:(:o whi(:h is a cigarett.e within the meaning 

16 of' subparagraph (A)) and as t.o whieh ) 000 

17 units weigh not. morC' than 3 pounds. and 

18 (D) loose rolling t.obacco and papers or 

19 tubes used t.o contain such tobacco. 

20 (2) DOMESTIC CONCERN.-The term "domestic 

21 concern" means-

22 (A) any individual who is a citizen, na-
• 

23 tionai. or resident. of the United States; and 

24 (B) any corporation, partnership, associ a-

25 t.ion. joint-stock compan~'. business t.rust, unin-
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1 corporllt.ed organization, or sole proprict.orghip 

2 which has its pr'incipal place of business in th(~ 

3 Unit,ed S~ntes, or which is organized under the 

4 laws of a State of the United States or a terri-

5 tory, possession, or ('.ommonwealth of the Unit-

6 ed Stntes, 

7 (3) NONDISCRlM1NATORY LAW OR REGULA-

8 'rION.-The t.erm "nondis(~rirnjnat.ory law or reb'll la-

9 t.ion" means a law or regulat.ion of a for'eign country 

!O that. aillleres t.o the prillciple of nat.ional treatment 

11 and applies no .less favorable treatlll(;nt, t.o goods that 

12 ar(; imported into tJlat country than it applies t,o like 

J 3 goods that. are the product, growt.h, or manufaet.urc 

14 of that eountry. 

15 (4) PACKAGE.-The term "package" means /I 

16 pack, box, eaJi,on, or other container of allY kind in 

17 whieh cigarettes or other tobacco products are of-

18 fered for sale, sold, or otherwise distribut.ed to (!Us-

19 t.omers, 

20 (5) SALJ<; OJ{ D1STRJllUTJON,-The term "sale 

21 or distribut.ion" includes sampling or any other dis-

22 tribution not for sale .• 

23 (6) STATE.-The term "State" includes, in ad-

24 dition t.o the 50 States, the Dist.riet of Columbia, 

25 Guam, t.he Commonwealth of Puerto Rico, the Com-

.S 1080 IS 
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1 ll10nwcalth of the NOJ·t.hern Mariana Islands, the 

2 Virgin Islands, American Samoa, the B.epu bli~~ of the 

3 Marshall lslands, t.hc Federated Statcs (If Microne-

4 sia, and thc Republic of Palau. 

5 (7). TOBACCO I'HODCCT.-Thc t.erm "tobacco 

6 product" mcans-

7 (A) cigaret.tes; 

8 (B) little cigars; 

9 (C) eigllrs as defined In section 5702 of 

10 the Internal fu~wnue Code of ] fl8(;j 

11 (D) pipe t.obaccoi 

12 (E) loose' rolling tobacco and papers used 

13 to COlltliin SUdl t.oba,,:coj 

14 (F) products n~fem~d to as spit tobacco; 

15 and 

16 (G) any other form of tobacco int.ended for 

17 human use or consumption. 

18 (8) U!\ITED STATES.-The term "'United 

] 9 States" includes the States and installations of the 

20 Armed ]<'or(~es (If the. United States located outside 

21 a State. 

• 

.S lOGO 18 
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1 SEC. S. RESTRICTIONS ON NEGOTIATIONS REGARDING 

2 FOREIGN LAWS REGULATING TOBACCO 

3 PRODUCTS • 
. 

4 No funds appropriated by law may be used by allY 

5 officer, employee,': department, or agency of the . United 

6 States-

7 (1) to seek, through negotiation or otherwise, 

8 the removal or reduction by any foreign eount.ry of 

9 liny nondiscrimillat.ory law or regulat.ion, or any pro-

10 posed nondiscriminatory law or regulation, in t.hat 

11 country that restrict.s the advertising, manufacture, 

12 packaging, taxation, sale, importation, labeling, or 

13 dist.ribution of -tobacco products; or 

14 (2) to enc~oura.ge or promote the export, adver-

15 tising, manufacture, sale, or distribution of t.obaeco 

16 produet.s. 

17 SEC. 4. CIGARElTE EXPORT LABELING. 

18 (a) LABELING REQllIREMENTS FOR EXPORT OF 

19 CIGARETTES.-

20 (1) IN GENERAl_.-It. shaU be unlav.oful for any 

21 domestic concern to el..l>ort from the United States, 

22 or to sell or distribut.e in, or e"l>ort from, any other 
• 

23 country, any cigarettes whose package does not con-

24 tain a warning label that-

25 (A) complies with Federal labeling require-

26 ments for eigarettes manufactured, imported, or 

.S 1080 18 



AQG-20-1.997 11:05 TO:ELENA KAGAN FROM: DADE, J. 

6 

1 packaged for sale or distl'ibution within the 

2 United States; and 

3 (B) is in the primary language of the COUIl-

4 try in which the cigarettes are intended for COIl-

S sumption. 

6 (2) LABELING FORMAT.-Federal labeling for-

7 mat. requirements shall apply to a warning label de-

8 8crihed in paragraph (1) in the same manner, and 

9 t.o t.he same e>."tent, as such requirements apply t.o 

1 0 cigar(~ttes manufat,tul'ed, imported, or packaged for 

11 sale or distribution within the 1.Jnitcd States. 

12 (3) ROTATION OF I..A13ELING.-!·'ederal rotatjoi) 

13 requirement.s for warning- labels shall apply t.o 11 

] 4 warning label described in par<4:,"Taph (1) in the 

15 same manner, and t.o the same e>."tent, as such re-

16 quirement.s lipply to cigarett.cs manuflict.urcd, im-

17 ported, or packaged for sale or distributed 'within 

18 the United States. 

19 (4) WAIVERS.-

20 (A) IN GENERAL.-The President may 

21 waive the labeling requirements required by this 

22 Aet. for cigarettes, if the cigaret.tes are e).llorted 

23 

24 

25 

• 
to a foreign (,ountry included in the list de­

scribed in subparagraph (B) and if that country 

is the eountry in which the cigarettes are in-

.S 1080 IS 

P. 9/22 
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7 

tended for consumption. A waiver under this 

subparagTllph shall be in effect prior f.o the ex­

portation of any <;igarcttes not. in compliance 

witll the requirements of this section by a per­

son to a foreign l:ountry ineluded in t.he list. 

(B) LIST OF ELIGIBLE COUNTRIES FOR 

WAIVElt.-

(0 IN GENERAIJ.-!\ot lat.el" than 90 

days aft.er the date of enaetmellt of this 

Act., (.be President. shall d(~velop and pub­

lish ill t.he Federal Register a Jist of for­

eign eonnt.ries that ha,'(" in d'fcet. require­

ments for the labeling of eigarett{~ pack­

ages subst.antially similar to or more strin­

gent than t.he requirements for labeling of 

eigarett.e paekages set forth in paragraphs 

(1) through (3). The President shall u!;c 

the Jist. t.o I,'rant. a waiver under subpara­

graph (A). 

(ii) UPDATE OF LIST.-The President 

shall-

(I) update. the Jist described U\ 

clause (i) to include a foreign count.ry 

on the list. if the country meets the 

criteria described in clause (i), or to 

P. 10/22 
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1 

2 

3 • 

remove a foreign country from the list 

if thc country fails to mect the cri­

teria; and 

4 (II) publish the updated list in 

5 the Federal Register. 

6 (b) PENALTIES.-

7 (1) FINE.-Any person who violates the provi-

8 sions of subsection (a) shall be fined not more than 

9 $100,000 per day for each such violation. Any per-

10 son who knowingly reexports from or transships 

11 cigarettes through a foreign country included in the 

12 list describ~rl in subsection (a)(4)(B) to avoid the re-

13 quirements of this Act shall be fined not more than 

14 $150,000 per day for each sueh occurrenee. 

15 (2) I:-;.n:"cTIO~ PROCEEDI:"t;S.-The district 

16 courts of the United States shall have jurisdiction, 

17 for eanse shown" to prcvent 'and restrain violat.ions 

18 of subsection (a) upon the application of the Attor-

19 ney General of the United States. 

20 (c) R~~PEAL.-Section 12 of the Federal Cigarette 

21 Labeling and Advertising Act (15 U.S.C. 1340) is re-

22 pealed. 

23 (d) REGULATORY AUTIlORITY.-Not latcr than 90 

24 days after the datr. of enactment of this Act, the President 

.S 1060 IS 
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J shall promulgate such regulations and onlers as may be 

2 necessary to carry out this section. 

3 (e) EFJ<'ECTIVE DATE.-The provisions of subsections 

4 (a) through (e) shall .take effect upon the cffective date 

5 ofthe regulations promulgat.ed under subseetion (d). 

o 

• 

.S 1080 IS 

" 1 )In r. ... "''''' 
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I05TII CONGRESS 

1ST SESSJO~ H.R.2135 
, 

To maK" C>.1'Orts of tobu,,,,,, produ,,1.l; Itml the .,(h·"rtising of tobacco ProducL, 
abro&d ~ubject ·t.o the ~trictions 01"1 labelillg and adyerti~ing applicable 
to tobacco product.. in the United States, and for other purposes. 

IN THE HOUSE OF REPRESENTATIVES 

In.Y J 0, ] 997 

Mr. DO(;(;!':TT (for him~elf. Mr. W"XII1A.-:. lIIr. UA.-:SE:-:. Mr. MF.EllA:-:, Mr. 
BROWN of Califorl1i •. Mr. BROWS of Ohio, Mr. CAPPs. Ms. Dl-:GETTl:: , 
Mr. D!;LLDIS, Mr. lllSCIIEY. Mr. KlSD. Mr'. LE\\lS of Gcor~';a. Mr. I,l·' 

TIiER, Mr. M1LLr;R uf California. 111 r. OLn:R, Ms. 17.lJQSl, ,,"d Ms. 
WOOl.S!':)") introdu(,(,d '.he follo ... ing hill; which ... a.~ referred to the Com. 
mittee on Imernational Relations, and in addition to the Committees on 
Commerce and Ways lind Means. for a pcriod to be subsequentl~' deter­
mined by the Speaker, in ..,aeh oa~c f(lT "ullsidcration of ~uch prmis;nns 
aJo.j fall wit.hin ttw jurisdiet.icm ()f t.lll~ c:CHnll1it.u~(~ (:.(.)fI('~l~Tncd 

A BILL 
To make e>"'Ports of tobacco products and the advert.ising 

of tobacco products abroad subject t.o the restrictions 

on labeling and advertising applicable to tobacco products 

in the United States, and for other purposes. 

1 Be it enacted by tlu: Senate and HOU3e oj Rcpre.~enta.-

2 tives oj the United Sta.tes of America in Congrcssasscmbled, 

3 SECTION 1. SHORT TITLE. 

4 This Aet may be cit.ed as the "International Tobacco 

5 Responsibility Act of 1997". 
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1 SEC. 2. EXPORTS OF TOBACCO PRODUCTS AND ADVERTlS, 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

J3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

INC OF TOBACCO PRODUCTS ABROAD. 

(a) IJIlREI,I!IJG REQUHEME:-:T!': FOH EXl'CHl'J'S.-

(1) REQ1:IRElIIEt\Ts' Jo'm: CHiARETTES.-H shall 

U<.> unla\\ful fol' ally person ~ub.iec1. to the jurisdiction 

of the linit{,d Stat.e!', C'ither diree,!):-' or through a 

foreign subsidia~' or a~wnt of that perl'OIl, t.o export. 

from the United States or lin." other' (:o11nt.l':- any 

(:igarcttes the packa(!c: of which d(,c:s not ('.ont.ain the 

I aII<'I statements, in tIl<' primal"-:" lan!,'lHlf!<' of the 

sumpt.ion, required by S('('t.ion 4 of lhe Fedc)'al Ciga­

rette LabeliJ/g and .'\d\'ertisinl! .-\el (] 5 F.S.C. ] 38::1) 

fell' c.ig-ar·et.t.es manufac·tul'c·d. iml'c1rted. nl' l'flekagcd 

for sale or distribut.iolJ withilJ tll(' l'llited St.ates. 

be unlawful for an,\' ))('.l'l)on sub.ieC:l 1.(1 tlw jurisdi<:tion 

of the United St.ales, eit.her diT'eet.l~· or tllrollgh a 

foreign subsidia~' or agent. of that. person, to export 

from the United Stat.es or an" other eountr.' lim' , " 

smokeless toba(~(:.o produet the package of which does 

not e:ontain the label statements, in t.he primal"-:" lan­

guage of the count~· in whieh t.he smokeless toba(:co 

prorluc,t is intended for consumpt.ion, required by 

25 sect.ion 3 of t.hc Comprehensive ~':;mokeless Tobac:eo 

26 H(~alth Education Aet of ] 986 . 

• Im US6 IB 

P. 14122 
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1 (3) WA1VERS.-. The President may waive the 

2 prohibition contained in paragraph (1) or (2) if the 

3 President determines that the country in which the 

4 

5 

6 

7 

8 

9 

exported cigaret.tes or smokeless tobacco product arc 

int.ended for consumption has in effect requirements 

for labcling of cigarette pllckages or smokelcss t.o­

bacco product. packages substantially similar to or 

more stringent tJlan those sct forth in section 4 of 

the l"ederal Cigarette Labeling and AdvertiSing Act 

10 or section 3 of the Comprehensivc Smokeless To-

II ba(~e.o Healt.h Edu(~ati(J1l Ad. of 1986. The President 

12 shall publish in the Federal Ik.gil;ter all waivcrs 

13 grant.ed under this .paragraph. 

·14 (bl k\BEL STA·J'EMEJ\'TS R}o;,:(VlRED FOR Am"}-;Rns-

15 ING Al31WAD.-

16 (1) RgQumEMEJ\'TS F(l:H CJGARE"J'TRS.-Jt shall 

17 be unlawful for any person subject. to the jurisdict.ion 

18 of the United States, either dil'e(~t.ly or through a 

19 foreign subsidial)· or agent of that person, to adver-

20 tise or cause to be lidvertised abroad any cigarette 

21 unJess the advertising (,ontains t.he label statements, 

22 in the same language as the advertising message, re-
• 

23 quired for advertising under section 4 of the Federal 

24 Cigarette Labeling and Advertising Act . 

• UR 218!5 m 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

4 

(2) SMOKELESS TOBACCO REQUIREMENTS.-lt. 

shall be unlawful for any persoll subject. t.o t.he juris­

diction (If t.he' United States, eit.her directl)' or 

through a foreign subsidiary or agent of that person, 

to advert.ise or cause to be advertised abroad any 

smokeless tobacco product unless the labeling con­

tains the label statements, in the same language as 

the advertising message, required for adve,rti!;ing by 

seetion 3 of the Comprehensive Smokeless Tohac('(l 

Health Education Act of 1986. 

(3) W.AIVER.-The President may waive the 

prohibit.ion contained in parar,'J"aph (1) or (2) with 

respect. t.o It country in whieh the advert.ising- is (:ar­

ried out if the President det.ermines thHt, the eountry 

has in effect requirements for advertising of eiga­

rett.es or smokeless t.obaeco products substant.ially 

similar t.o or more st.ringent than those set. fort.h in 

section 4 of t.he Pederal Cigarctt,e Labeling and Ad­

vertising Aet or sect.ion 3 of the Comprehensive 

Smokeless Tobacco Health Education Act of 1986. 

The President shall publish in the l"ederal Register 

all waivers granted under t.his paragraph . 
• 

23 SEC. 8. PENALTIES. 

24 (a) FINE.-Any person who violates the provisions of 

25 section 2 shall be fined not. more t.han $100,000 . 

• BR 218& m 
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5 

1 (b) INJUNCTION PROCEJ.;))INGS.-The district courts 

2 of the Uni~d States shall have jurisdietion, for cause 

3 shown, to prevent and restrain violations of section 2 upon 

4 the application of the Attorney General of the United 

5 States. 

6 SEC. 4. REPEAL. 

7 Section 12 of the Federal Cigarette Labeling and Ad· 

8 vertising Aet (15 U.S.C. 1340) is repealed. 

9 SEC. 5. RESTRICTIONS ON ACTIVlTIES ABROAD REGARD· 

10 

11 

12 

JNG THE MARKETING OF TOBACCO PROD· 

ueTS., 

(8) PROlIIBITION.-No funds appropriated by law 

13 may be used by any offi(~(~r, employee, department, or 

14 agency of the linit.ed Stat.cs or of any State or local go'" 

15 ernment-

16 

17 

18 

19 

20 

21 

(1) to seck, through negot.iation or otht!Twise, 

the removal or reduction by any foreign country of 

any restrictions which that count.ry imposes or may 

impose on the' advert.ising, manufaeture, packaging, 

taxation, or sale or distribut.ion of cigarettes, little 

cigars, snuff, che,,;ng tobacco, OT smokeless tobacco, 

22 that is produced in t.hat foreign country; or 
• 

23 (2) to promote the e>.."Port of cigarettes, little ci· 

24 gars, snuff, chewing tobacco, or smokeless tobacco 

25 to, or the sale or distribut.ion of cigarettes, little ci· 
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1 

2 

3 

6 

,:rars, slluff, chewillg lobl!tco. (II' smokeless t.obacco 

in, an,\' foreib'll eountry. 

(IJ) EXPOHT PROMO"rIOK AC"rIVITIER.-For pUI1JOses 

4 of t.his l;ecr.ion, tbe 1erm "promot.e tile {~>'l)Olt of {'.i{rarettes. 

5 Iitt.lc: eigars, SlJuff, ehewillfZ tobli("("O' 01' Sl1lo);c-Ic:ss to[,a(,(,o" 

6 includes an~' aeti\'ity desi~JWd t.o stimulat.e or assist l'llii,ed 

7 St.ates businesses ill marketing t.1J(l~e product.s abroad 

8 competitively wit.h businesses frolrl othel' ('(JIIIJtries, indud· 

9 ing, bllt not limit.ed 10-

)0 

) I 

12 

13 

(]) T,rade dewl(lpmellt anc! disseminutioll of for-

j,lI'odu(:ts. ilH,)udillg t,l)(' CJ..l)H1Jsiol1 of f(Jn~ifZll markets 

14 for those- products; 

15 

16 

17 

18 

19 

20 

21 

(2) the' d(~Yelopm('lJt of re-~ion1tl HlId lllul\,ili11,('I'UJ 

e(,oJ'Jmnic polie,jes t.hat (~nhalJ(',e l:/lit,ed St,ates trade 

and invest.ment interests in sneh products, and lht 

pro';sion elf marketing se~'ices with n~spect t.o for· 

eign countries lind reg-ions; !lnd 

(3) the exhibitioll of such products III other 

countries. 

22 SEC. 8. COMPOSITION OF SECTION SOl COMMITTEE. 

23 Any interagency committel~ established to assist the 

24 United States Trade Representative in performing the 

25 functions vest.ed in the Trade Representative under se(~tion 

.RR 2135 m 
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1 301 of the Trade Act of 1974, shall include, with respect 

2 to Ilny casc undcr such section 301 that. involves ciga-

3 rettes, little cigars, snuff, chewing tobae(~o, or smokeless 

4 tobacco, represent~tives of the Department of Health and 

5 Human Services. " 

6 SEC. 7. INTERNATIONAL CONFERENCE ON TOBACCO USE. 

7 It is the sense of the Congress that. the President 

8 should urge the United Nations, acting through the 

9 United States Permanent. Representative t.o the Vnited 

10 Nations, to create a llnited Nations Conference t.o address 

11 the use of tobacco worldwide and to implement regulations 

12 to decrease the use of tobacco. 

13 SEC. 8. REGULATORY-AUTHORITY. 

14 The President. may issue such regulations and orders 

15 as may be necessary to carry out. this Art. 

1 6 SEC. 9. DEFINITIONS. 

17 

18 

)9 

20 

For purposes of this Aet: 

(l) C1GARET1·E.-The tenn "cigarette", "Unit-

cd States", "package", and "sale or distribution", 

have the meanings given those terms in section 3 of 

21 the l<'ederal Cigarette Labeling and Advertising A(~t. 

22 (15 U.S.C. 1332). 

23 

24 

25 

(2) FOREIGN SUBSIDIARY.-. A person is a "for­

eign subsidiary" of another person if' that. person is 

lor.at.ed outside the United States or is organized 

.RR SISIi W 
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1 under the laws of a foreign country, and that persolJ 

2 is dire(:t.ly or indire(:t.ly owned or I:ontrolled by that. 

3 other person t.o the c).1,ent of 10 percent. or more Df 

4 its voting st.oek (in the case of an in(:orporllted en- To' 

5 tcrprise) or an equivalent 'interest (in the case of all 

6 uninc:orporat.cd ent.crpr'ise), and such term includes II 

7 branch of that, other person, 

8 (3) SlIIOKELESS 'J'OBACCO,-Thl~ t.crm "smoke-

9 less t()blWl~()" means any finely cut, gr:ound, po\\'-
~Ir. 

10 dercd, or leaf tobacco that is intended to be plac:.ed 

11 in the ora) e!nity. 

o 

, 

'.~ . 

.B:/I '155 m 
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Du(2. e, (rJ})t2-rrF I 
&MENDDNT NO. -,...- Oal;cda: No, ~ 

P\lrpose: To pram"bit the'useoffwlcls t,o ~te the aport 
or promot.ioD ottobatloO ~. 

IN m 8EHATIJ or 'ED mvr&D ~ Onnl. s.. .... 

8._ 

(=-)------------~----~-------------

Referred to'the COmmittee on ~_-__::-----­
ad onIered to be priDted , . 

~ to li. on ~. taJ)le &Del to be priDted 

AJmN2>KJtN'r hlteuded to be 5'NPOs e a 'b7 Mr, l>'o'RBIN 

VlI: 

1 

2 

3 

4 

$ 

6 

7 

8 

At ~e appropriate place, ~ the foU~ DO'I'V lea-

tion: 

ac. __ PBOJIDtnOK Oil DIS 01' ~ 10 FACJLn'I.TB 

'I'BB BiI'Qitl Oll PBOICOtION OJ' TOII 4 OcO , . 

noDUOTI. 

No fand& appropriated by t.hi, ~ mar be ueed by 

a.tI,Y officer, employee, depa.rtmant,or apnay of the United 

State&- . .. 

P,21/22 
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2 

1 (1) to auilt or ClCO\U"8IQ th.· upo111 Nl., tDan-

2 

3 
4 . 

5 

6 

7 

uractare, acbtrti.smr, pNmotion, or distn"butiOIl of'. 

c1prettel. aSgm. little' oiCars. .~ .~ ~ 
bacoo procbictl; pipe' tobaooo, or other "lI'Dp .tc!". 
haeoO pro4uctI; or 

(8) to .... thrwch nepUtiollOt' ~, 

the r~ or ·reauotiDn. by aJ11 toicp Cxnmtr1 of 

I &'111 ~. or propoaed ratrlotlOIlS In that 

9' ooimtry Oll 6e bDportatiOD, Ale, mauufaetve, 14" 
• 'I • " ," 

10 Yartiamr. Prom,ottonl diatn"bl1tiOXl, pacbstql~· 

11' iDa', or tmtiim, otaIprettUl oigarsl Uttl,' o!ga,n, 
. . 

12 mllft, cb~ tobaoco products, pipe tobaoaoj or 
• 

13 otb.81' I!jmllpr tob&eco produata. 

- .. 

.,. 

P. 22/22 

'. , 

'" . . . 

.,.,' ". 

NIIRnl >CIa I.QS S"l W!5S:<:B /.D. tl -ru 
TOTAL F'.~3 



\ 

\ 

AUG-QS-l997 15:38 TO:ELENA KAGAN FROM: SCOTT, A. 
..' . 'I b 1.. ... <<." _ .... ~L...tMANJ - i ..... hAWl"ti.......o 

P. 1/12 

LRM 10: RJP117 

TO: 

FROM: 
OMB CONTACT: 

SUBJECT: 

DEADLINE: 
t" 

...... ,Ii 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503·0001 

Tuesday. August 5, 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

Total Pages: ;'~ 

J e . o(sg(en (o() ssistan! DireC10r for Legislative Reference 
Robert J. Pellicci 
PHONE: (2021395·4871 FAX: (2021395·5148 

COMMERCE Report on S 1 060 Worldwide Tobacco Disclosure Act of 1997 

d 

In accordance wilh OMB Circular A·19. OMS requests tile views of your ~gencv on the above 
subject before advising on its relationship to the program of the President. Please advise us if this 
item will affect direct spending or receipts for purposes of the "PaY-As-You-Go" provisions of Title 
XIII of the Omnibus Budget Reconciliation Act of 1 990. 

COMMENTS: Commerce Secretary Daley has promised Sen. Lauten berg a response by Allgust 711,. 
PISTRIBUTION LIST 

AGENCIES: 
52-HHS - Sondra S. Wallace - (2021 690-7760 
12B·US Trade Representalive • Fred Montgomery - (202) 39/5· 3475 

EOP: 
Bruce N. Reed 
KAGAN_E 
JENNINGS_C 
Josl,ua Gotbaum 
Joseph J. Minarik 
Barry T. Clendenin 
Richard J. Turman 
Anne E. Tumlinson 
Wendy A. Toylor 
Donald R. Arbuckle 
Hugh T. Connelly 
LOuisa Koch 
Janet R. Forsgren 

~L 't \) CoL l.t.., , I WXf' <.ov-4--C. 

"'-\~~ll ...-i ~\ I 

, \<..t \A. .L q Li k ~-

0~~ 
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LRM ID: RJP117 
Act of 1997 

SUBJECT: COMMERCE Report on 51060 Worldwide Tobacco Disclosure 

RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM 

P. 2/12 

!. 

If your response to this rOQuest for views Is shoft le.g., concur/no commo",!. we prefer thst you respond by 
a·mall Or by faxing ~s this t'OSPOf\58 shoet. If the response il short end you prefer '0 cell. please call the 
bronch·wlda line shown balow {NOT the onelyst's linello la.ve a mossoge wllh 9 legislative a .. l.lant. 

You may 01.0 r.spond by: 
,1 J calling the snalystlottorney's direct linc (you will be connected to voico !neil jf the analyst does not 

answer); or 
(2) sending uS 0 memo or letter 

Ples5u Include the LRM number shown above. and the subject shown below. 

TO: 

FROM: 

Robart J. Pelliccl Phon.: 395·4871 Fox: 395·6148 
Office of MansgDlllent and Budtuu 
Branch·Wlde Line Ito roach legislative assjstant): 395·',362 

((lat81 

(Namel 

_____________ ... , __ (Agencyl 

____ ITelephonol 

Tho following is the reponse of Our &yency to your request for views on the above·cltptionod subject: 

Concur 

No Objection 

No Comment 

___ See proposed edilS on pages ___ _ 

Other: 

__ FAX RETURN of __ P8ges. attached 10 this roponse sheet 
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The Honorable FranI< Laulenbers 
S06 HIIrt Senate Officc Building 
washington, DC 20!HO.300Z 

The Honorable Ron Wyden 
717 Hart Senate Office BuildinS 
Washington, DC 20S1()'3703 

Dear Senators LautenbCfJ/ and Wylicn: 

Thank you for your letter reqUOlltllli the hdmini.\nIlion's views r"sardina your bill, the 
"Worldwide Tobacco J)ieclosure Act ofl997" (S. 1060) President Clinton has called for WI 

interagency review of tile proposed tobacco settlement, including an cxaminll1ion of a wide range 
of domestic and international policies and recommcndations in this uea. Since the review is 
ongoing, the Administflltion is nOI irl a position to commenl on specific, related proposals prior Lo 
the oompletion of the rcviow. Howovcr, lIS tAi. iDtcnscncy rwi_ progr~, the Administration 
will give serious consid~ratjon to your proposals, and wiD follow developments concerning your 
bill. 

Sincerely, 

William M Daley 
Secretary of Commerce 
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106m OON(HUlISS S I 
lf1'l' SIIISS!ON • I D ~ 0 ----

IN THE SENA.TE OF TIm UNITED STATES 

A BILL 
To :restrict the aot.ivjT:il!~ of the United StatM with respect 

ro foreign la'IYII that regula.te the LWU'keting ot toba.coo 
produots an4 to subject cigarettes that are exported U) 

the ~e restrictiDlls on lAbeling as apply to the sale 

01' dislributiap of oiga:etteB in !:.be UnitGd States. 

1 Be it ~fed by tM SMI4tB qnd H0tf4e of RepreStmta-

2 "WI of1"" U'nit64 Staw of Amertca \'/l OtmgrUS ~ 

S UC'J'lON 1. 880M 'I'l'l'LJr" 

4 This Act may be I!it.ed as the 'Worldwide TobllOOO 

S Disclosure Act. of 1997", 

6 eIIC. &. nEFlNlTlONIL 

7 In this:.Act: 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

!4 

lS 

Hi 

17 

18 

19 

20 

21 

21 

23 

Z4 

2:5 

8.1..0. 

2 

(1) OrGMET'1'Iil.-The term "cigarette" 

JUeans-

(A) any roU ot tobl\.CCo wrapped in paper 

or ill lInY substa.uae not contaiDing tobaooo 

\vhioh is to be bnrned, 

(B) any ron of toba.ooo wrapped in any 

ilUbSUWC8 containing toba.oco which, beaause of 

its appee.l"&nClI!, the type of tobat!Co used in the 

filler, or its paolta;ing U'Id Illbcli:lg i II likely to 

be offered to, or purcbalscd by consumers a£ a 

cipretto deBQ1'ibed ill IiUbpiU'B@l'Bph (A) I 

(0) little oigars which are any roll of to· 

baoo.o wrapped ill leaf tobacco or aJ:ly IlUbstarJce 

oontainillg t..o'b~ (other thau any roll ot to­

baooo which is II. clgnretttJ within the mee.niug 

of subplIl'agraph (A» and as to which 1000 

uwt4l weigh not more than S pounds, and 

(D) looae rollina' tobaooo aDd pa.p81's or 

tubes used. to oontain suoh tobacco. 

(2) DoMESTIC OONCBla.>iI.-The term "domeatie 

ooncern" a1eazur--

(A) uly iudividulll who is a eJtlzen, De­

tlonnl, or reaideDt of the United States; end 
• 

(.B) any ~rpor4tion, partnership, 4Rsooia.-

tion. joillt·stoolt company. business trust, unin-

~. 
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1 OOrpol"llted ol'g6Jl.ir<l,,~ion, or sole proprietorship 

2 whioh has its prinoipal plQce of business in the 

3 "United Stlltes, or \vhioh is organized under the 

4 laws of /I. State of the United States or l.I terri· 

S tory, poille.iotl, or oommonwealth of th.e Unit· 

6 ed States, 

7 (3) ~ONDISC:IUMINA'l'ORY LAW OR BEGUlul· 

8 TION.~'l'he tlmn "nondiscritninafuty lllw or Nlgllla. 

9 tion" mAB.TIlI Il IRW or l'egWation of a fONign ClO\l.lltry 

10 

11 

12 

13 

14 

IS 

that adherea to the prizu:jp!1l of natioa al l.rentmellt 

Alia u.ppUO/I DO l&es ffl,vornb!e tI'tlatmetlt to goods t.hf.t 

are imported iQt{) t.hat country that) it applies to li$e 
",y 

gooc1a tbat are t.be product, growth, or manufacture 

of that OOIUltry, 
") 

(4) PAou,Gi.-The term "package" mei\.DB a. 

16 paak, box, ~ton, or other container of a.~ kind in 

17 whioh clgiu'ettes or tither tobaooo products are of-

18 fared to~ saie, sold, or otherwise dist.ribu~d to 1lU1I-

19 tamers. 

20 (6) ~ OR DISlt'lUBU'l'JON. Thc term "sale 

21 or distribution" il1.ll1ude~ sampling ell' a.lloY <Jther dl~· 

22 tributioll uot f,"r tllUt!. 

23 (6) S'J'ATliI.-The term "SuLte" ine:Judes, in ad-
• 

24 ditlon to the 50 States, the Dilltl"iC!t of Oolumbip" 

25 Gua.:m, the Oonunomvenlth of Pu.erto Rico, the Com· 

•• ,&.v 

,~ .. 
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1 mOIlWtlllltll of the Ncrthern Ma.riana Islands, the 

2. Virgin Islands, AmericM SaTllon, the lWpubliooC the 

3 ManhaU Islands, the F6derated St!\tea of Microne-

4 sia, ADd the RepuDllo of PolRu. 

5 (7) TOBAOOO P!lODuOT.-The term "tobacco 

. 6 product" meMIt-

7 (A) ~ttes; 

8 (B) little a\get1\; 

9 (0) o.igara as defined ill oootion 6702 of 

10 tho Intel'llill B.cvo~~ Code of 1986; 

11 (D) p~ye WblWWj 

12 (E) looae rolling tobaooo and papers used 

13 to BOutam such tobaoao, 

14 (F) products reien-ed to liB apit Ulbaooo; 

is a.nd 

16 (G) ally other fom of tobacoo intended for 

17 human use or oonsumption. 

18 (8) UNITII)D B'lwms.-The term "Uoited 

19 Sta.tes" iXlGhldAR t.hp. St.&tM and in8~tiOns of the 

20 Annlld 'Forces of tUtI United States' loClAted ou~ide 

21 G State .. 
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6 
1 SEC. 8. BBlmUOl'IONS ON NBGO'l'IATlONS RMlI!DlNQ 

2 POM{QN LAwa UG1JL.\TINQ 'fO.BAClOO 

3 !'MI)V()'M. 

4 No tIlw:la approprilltad by la~r may ue used by BllJ' 

S offioer, employee, department, or &g60'\Y of the United 

6 tit&tea-

7 (1) to aeelt, through negotiatiolJ or otherwise, 

8 the removal or rednction by lI1Iy foreign COlllltlj' of 

9 IIl1Y f1011dlsarimlnatory law or regulatioll, or ~ Pl'O-

10 poaed no_orlmina~!1 law 0]' regulation, in !:.bat 

11 OOl.llltry that restricts the advert.iMng, nllLnufMcors, 

12 pallkaging, tlWlotion, we, ilUJlOrtation, labeling, Or 

13 di8tribll~ of tobacco pro&ota; or 

14 (2) W tlUUUUfl1ge or promoti! the aport, adver-

15 tlJilng, mM14!a.cture, sale, or d1striJJution of U)bacoo 

16 proaucts. 

17 aee. ~ OlGAU'rrE UPOBl' LABRI,IWG. 

18 (a) WRJJNG REQL!'fRllIMl~T8 F'OR EXPORT OF 

19 CIOAlUl'M'BS.-

20 (1) IN G!lNEIW...-It. &hall be Wlla~ (or any 

21 dom8at.1o DOIlael'U to tU:port !'rom the United Bta,ief;, 

22 or to sell or distributfl in. or I'Ixpnrt. from, ~ other 

23 OOl1ntl'y, Wly ci{lll:ettu whORe pa~ doM '/lOt oon-

24 tain a w~n8 label tbat-- ' 

25 (A.) OUUlpU~ with Fede.ral ltIbeling requ.ire· 

26 men~ for ciprette/! lllanufatltureci. importA,d, or 
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22 

23 

24 

2S 

6 

paokaged tor sale or distribution within the 

L1 nite<1 St&tesj and 

(:9) il in thIJ pritIU'tty language of the eoun· 

IJ'y In whiah the cigs.rettea IU'e intended for ceo­

sumptlon. 

(2) WWNG F'OIW.\.1'.-Federal l~eling for­

mat requUoell18nts shall apply to a warlliIli I~el de­

tlUribed in paragraph (1) in tbl! "nme manner, IUld 

to tho iam8 ext..en~, aB ~cb roquiremcn!:$ Apply to 

ciglU'CttDa lIl&nllfaatured, imported, or packD€ed foJ' 

sole or ~t.rlpl.ltlon wjthl~ the United States, 

(8) Ro:rA.TlON Oll' MBELrL"{G.-Federal rotation 

req'J~II\e.Dta for 'Warning labels shall apply to a 

warning label desoribed ill paragraph (1) ill iM 

lI,ame mAlUUlr, and to the same exrent, as ilucll reo 

quirements apply to cigarettes manufantured, im· 

porta\, or paclcogGd for sale or dlstributed within 

the Unjte4 States. 

(4) WAmms.-

(I.) IN QUNlIlML.-Tbe President may 

waive the labeJlug l"<lqu.i.rt!Ul~tll l'flql.lire4 by thls 

.Act tor olaarettea I it the ci g&rette8 IU'e expon.ed 

tAl I> foreign llOl.lntry inoluc1ed in the list de· 
• 

aaribed in ~p6!,agrapb (B) And it tha.t GOllntry 

is the COUllUy ill which the Bigarettes are in-

P,9/12 
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1 telIded £01' cOUJlUmptlon. A w&ivar IWUtlf thlll 

2 lubpnragrl\ph shaJl be in effect prior to the e.:,,-

3 portatioD of ~ny oignrottel! not in compliance 

4 with tbe requirements of this seation by £\ per-

S son to a foreilPl GOUlltl'y inclu.cled ill the lUit. 

6 (8) LIBT 01' ELIGlB!,E OQUN'JIRfES FOlt 

7 w~a,-

8 (j) r" GIlI~.-Not later than 90 

9 aRyA l\i't1Ir tho dat3 of ellaotmant of this 

10 .A.at, the Prosident sholl develop and pub-

11 Hall ill th" l1'ed~ RegiliLu" D iiI!. of tor· 

12 elgn oounWII r.bat have in e1!eet require-

13 ments far tlIe ~liDg of oIga.rette paok-

14 ~6 substantJally similar to or more stl-in-

1 S gent. tha.n the requlremBnts for labeling of 

16 cigarette packages sat forth in Pflri\grapm 

17 (1) th.rough (3). The Prosident shall use 

18 the Ullt to gra.nta waiver UIlde:r subpara. 

19 graph (A). 

2.0 (H) UPDATE 01" I.1ST-.-'l'be Presldent 

21 shcJJ-

22 <n llpdn.~e ih~ )il!~ ut:llenP<.ld III 

23 olause (1) to include a foreign oountry 
• 

24 on the list if the country meet.\! the 

2!i criterill Qesriad in olause (i), Ot to 

P. 10/12 
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1 NIlWve II foreign country from the list 

2 if the OOIm.try fails to Ineet the en· 
3 teriaj and 

4 (ll) publish the upda;ted list in' 

5 the lI'etieml Register. 

15 (b) PmNAlII'lRS.-

7 (1) ll'INllI.-Any p6l"$On who violates the provi· 

8 aiolUl ot /1~bsection (a.) shall be rloIU'ld Qot more than 

9 . $100,000 per day for each SUflll violation. A'tly per· 

10 son who knov.'ingly reexports frOTQ or tran5!hip~ 

11 cigaJ"ettcs tlu'ough a t'oreigu cuuutry included ill the 

12 11rt d.e8()ribed in IlUbs8otion (e)(4)(B) to l\void the reo 

J3 quiremellts of tbla AG~ BhIlJl be filled not more than 

14 $150,000 PSl' d&y for Bach such ooourrenoe. 

15 (2) Il\ToTUNC1'IOX PROo~ElDr~GS.-The cliBtrict 

16 CtIUJ'U of the Uni~d Statas shall have jurisdiction, 

17 for C&\lSB 6lwW'll, to pl'evoot and restrain violatlona 

18 of au.baecUon (6) upon the application of the Atwl'-

19 nay Genera.! of th! United StAteR. 

20 (0)· Rltl'mAL.-SlI(Jtiuu 12 oi the FedaraJ CiglU'o);l:c 

21 Labalinll a.nd Advert.i.si:cg Act (15 U.S.O. 1840) is re-

22 Fealed. 

23 (d) BBGtlloA'l'ORY AU'l'flON'M'.-Not later Uu..'O 90 
• 

24 days nfter ihe date of ellMtment of thll! Act, the Preiident 
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1 shall prolllulg~tc BUch regulatio¥lS t\nd orden. lI8 UIt\Y Ub 

2 llecl88/1al'Y ~ OII.rry OQt this SBetloD, 

3 (e) EFll'liJOTlVEl DAT~.-The provisions of subseotions 

4 (a) through (0) sh&l t&ke efi'eot upon the effeotive date 

S of the regulations promulgllted under subsection (d). 

P. 12/12 
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