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E AND ECON F F S

1992

OBA PROQD

Tobacco production is a strategically important part of any domestic
agricuitural economy, because it is a cash crop requiring supply inputs and
generating employment. It is thus linked to the development and cxpa.nswn of
food and other crops, and cannot be viewed in isolation.

Domestic tobacco crops, caused by operating companies to be grown, must
reflect forecasted requirements (quantity; quality) and recognise the need for
any new type to meet a particular consumer demand.

A minimum yield of 1200 kilos per hectare must be sought; yield increase
must not be to the detriment of quality which is key to achieving competitive
superiority.

Prices paid to farmers must reflect realistic input costs (measured by cost of
production surveys). so that returns to farmers will stimulate the required level
of supply in competition with other cash crops, but without conflicting with
essential food crops.

Continuous improvements should be sought in the productivity of ¢rop and
processing expenditure, particularly through reduction in manning levels but
without prejudicing raw material quality. Where practicable, external finance
should be used for farmers advances.

Where required. adequate supplies of wood (fuel; building) must be ensured
through farmer planting or afforestation schemes. The economic utilisation of
whatever fuel is used in flue curing must also be closely studied and improved.

The selection of and need for crop chemicals must be critically evaluated and

updated. BATCo policy on safety in the use and storage of such crop chemicals
must be stnngenuy followed.

{POR TOBAC

Where imported tobaccos are essential to enhance the smoking quality of
domestic wbaccos and thus provide a competitive advantage, Government
pressure to reduce/eliminate imports (eg through foreign exchange availability)
must be resisted.

The world supply/demand situation for flue cured should be in balance by the
end of 1992 assuming no adverse influence from weather, pests or diseases.

There could be a shortfall in certain qualities/price categories in world burley
markets. Following an unexpectedly large fire cured crop in Malawi in 1991,
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world supply greatly exceeds demand. There should be, therefore, no difficulty
in meeting BATCo operating companies requirements providing that orders are
placed, through Leaf Department BATCo, by specific dates for each and every
country of origin. Orders placed after these specific dates cannot be
guaranteed.

Given the achievement of current production targets, dealers and Government
organisations may hold certain quantities/qualities by the end of 1992.

Increased production should lead-to lower levels of price inflation but
processing costs, freight charges, as well as exchange fluctuations may offset
part of the anticipated decrease. Holding stocks 'off shore' to take advantage
of interest rates and storage charges must be considered by operating
companies.

Leaf Department BATCo will co-ordinate all visits from BATCo operating
companies to major producing areas and will provide, quarterly, a review of the
major producing areas and forecasted price movements.

EXPORT QF DOMESTIC TOBACCQS

Having satisfied the requirements of domestic manufacture, those BATCo
operating companies involved in the production of domestic tobaccos must
continue to seek export outlets. Such exports will only be possible if tobacco
quality is acceptable, if continuity of supply can be assured, if acceptable
processing facilities exist, if crop cliemical residues on the tobaccos are
acceptable and, most importantly, if exports are competitively priced.

Exports must not lead to increased costs for the total crop; exports must be
profitable.

Leaf Department BATCo will assist in developing export outlets; first refusal
of any export tobaccos must be given to BAT tobacco companies.

Failing this, exports from BATCo operating companies must be channelled
through acceptable dealers (Leaf Department BATCo will advisc); ideally on 2
run-of-crop basis and covered by at least a three-year roll over contract. A
financial involvement from the co-operating dealer should be sought.

K DURATION POLICY: PROCESSING; P ALIT

BATCo operating companies must establish stock duration levels within the
policy guidelines given by the BATCo Board. recognising the intrinsic
differences between "filler” and "flavour” tobaccos, the ageing period required
and the use of two crop blending for flavour grades - essential contributors to
smoking quality and hence consumer acceptance.
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However, given the volatile nature of sales in certain markets, BATCo
operating companies should work within the flexibility given in the guidelines,
to maintain higher than normal stock durations of those imported tobaccos
considered to be at nisk.

BATCo operating companies must maintain the highest standards of leaf
processing and resulting packed quality, with particular emphasis on moisture
content/control, stem in lamina, particle size amd elimination of foreign matter
and mould in the final product.

FUNCTIONAL EXRERTISE

BATCo operating companies must develop recruitment and training
prograinmes for local national leaf staff, particularly in leal blending/product
devetopment.

Leaf Department BATCo will continue to assist BATCo operating comnpanics
by arranging training in all facets of ‘Leaf” - growing, buying, blending and
product development through visits, attachments, and workshops. A register of
consultants will be maintained to provide. if required, further assistance to
BATCo operating companies.

24 February 1992

© - ——r— - -

BATCo document for Province of British Columbia 23 April 1999

BATCO

865609206

00115316



