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KEY AREA: SECURITY AND ECONOrv-IY OF LEAF SUPPLYES

im

1. DOM'F-STIC TOBACCO PRODUCNON

1.1 Tobacco productionisa strategicallyimpormnt partofany domestic
agriculturaleconomy, becauseitisa cashcroprequiringsupplyinputsand
generatingemployment. Itisthuslinkedtothedevelopmentand expansionof
food and othercrops,and cannotbe viewed inisolation.

1.2 Domestic tobaccocrops,causedby operatingcompaniesto be grown, must
reflectfore=ted requirements(quantity;quality)and recognisetheneed for
any new typetomeet a particularconsumer demand.

1.3 A minimum yieldof 1200 kilosperhectaremust be sought;yieldincrease
must notbe tothedetrimentof qualitywhich iskey toachievingcompetitive
superiority.

1.4 Pricespaidtofarmersmust reflectrealisticinputcosts(measuredby costof
productionsurveys).sothatreturnstofarmerswillstimulatetherequiredlevel
ofsupplyincompetitionwithothercashcrops,butwithoutconflictingwith
essentialfoodcrops.

1.5 Continuousimprovementsshouldbe soughtintheproductivityofcrop and
processingexpenditure,particularlythroughreductioninmanning levelsbut
withoutprejudicingraw materialquality.Where practicable,externalfinance
shouldbe used forfar-mersadvances.

1.6 Where required,adequatesuppliesof wood (fuel;building)must be ensured
throughfarrrerplantingorafforestationschemes. ne economic utilisationof
whateverfuelisusedinfluecuringmust alsobe closelystudiedand improved.

1.7 Tileselectionofand need forcrop chemicalsmust be criticallyevaluatedand
updated.BATCO policyon safetyintheuseajidstorageof suchcrop chemicals
must be strngeqllvfollowed.

2. INTPORTED TOBACCOS

2.1 Where importedtobaccosareessentialtoenhancethesmoking qualityof
domestictobaccosand thusprovidea competitiveadvantage,C;ovemment
pressuretoreduce/eliminateimports(egthroughforeigiiexchange availability)
must be r,--sisted.

2.2 The worldstipply/demandsituationforfluecuredshouldbe inbalanceby the
end of 1992 assumingno adverseinfluencefrom weather,pestsor diseases.
'nerecouldbe a shortfallincertainqualities/priccc,,ttegoriesin worldburley
markets.Followingan unexpectedlylargefirecuredcrop inMalawi in199L,
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world supplygreatlyexceedsdemand. There shouldbe,therefore,no difficulty
in meeting j3ATCa operatingcompanies requirements providing that ordersam

placed, through Leaf Department BATCO, by specificdatm for each and every

country of origin. Orders placed afterthese specificdatc3cannotbe
guaranteed.

2.3 Given the achievement of current production targets,dealers and Government

organisations may hold certainquantifies/qualitiesby the end of 1992.

2.4 Increased producfion should lead-tolower levelsof price inflationbut

processing costs, freightcharges, as well as exchange fluctuationsmay offset

part of the anticipateddecrease. Holding stocks 'offshore' to take advantage

of interestratesand storage charges must be considered by operating

companies.

2@.5 Leaf Department BATCO w2l co-ordinateallvisitsfrom BATCO operadng
companies to major producing arm and will provide.. quarterly, a review of die

major producing areas and forecasted price movements.

3. EXPORT OF DOMES17C TOBACCOS

3.1 Having wisfied the requirements of domestic manufacture, those BA'I'CO

operating companies involved in the production of domestic tobaccos nnust

continue to seek export outlets.Stich exports wiU only be possible iftobacco

qualityisacceptable,ifcontinuityof supply can be assured, ifacceptable

processing facilitiesexist,ifcrop clieinicalresidues on the tobaccos are

acceptable and, most imp@)rtantly,ifexports are competitively priced.

3.2 Exports must not lead to increasedcosts for the totalcrop; exports must be

profitable.

3,3 Leaf Department BATCO will assistin developing export outlets; firstrefusal

of any export tobaccos must be given to BAT tobacco companies.

3.4 Failing this,exports from BATCO operating companies must be channelled

through acceptable dealers(Leaf Department BATCO willadvise), ideallyon a

run-of-crop basis and covered by at leasta three-yearrollover contract. A

financialinvolvement from the co-operating dealer should be sought.

4. STOCK DURATION POLICY-. -PROgESSIN(i. PACKED OUALII*Y

4.1 BATCO operating companies niustestablishstock duration levels within the

policy guidelines given by the BATCO Board, recognising the intrinsic

differencesbetween 'filler"and "flavour' tobaccos, the ageing period required

and the use of two crop blending for flavour grades -essentialcontributorsto

smoking quality and hence consiirneracceptance.
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However, giveit the volatile nature of sales in certain markets, BATco

operating companies should work within the flexibilitygivo in the guideline

to mainllin liiglierthan normal stock durationsof those imported tobaccos

considered to be at risk.

4.2 BATCO operating companies must maintain the Iiiglieststandards of Icaf

processing and resultingpacked quality,with particularemphasis on moisture

content/control,Ste-iiin lamina, particlesize amd eliminatiotiof foreignmatter

and mould in the finalproduct.

5. FU N CT I()N A L -@LYIU.E-TIE

5.1 BA'l Co operadrig conipaiiiesmust develop recruitment and traitiitig

proc,rainnieslor localnationalleafstaff.particularlyin leafbleriding/product

de@-eloliment.

5.'-' Leaf Depaitment BA I'Co willcontinue to assistBATCO operating coinpanies

by arranging traininginallfacetsof 'I-caf'-growing, buying, blendiikgand

product tie@,elopiiictittfiroughvisits,attachments, and A,nrkrliol).%.A registeruf

consultants%villbe maintained to provide. ifrequired, ftirtlicits.,,ismnct!t(i

BATCO operating companies.
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