M

dvonAvL.wyTIrRoL AhiUa LR R e e i R

M}H—Ul—ﬁb Wa =7 ¢ FFiKUin:

FHITH
it
sl

. the pricc ot U and fartige "
. - . SceFARMERS
Page 13, ool. L this section




FMANRTY 1l Tdd W 220 4RI - 4

ALED T o W7 L N i e A LMD

A A Ve VI Al vt Cd kR A

,

s

Farmers fear price supports
may come under new attack-

Cputinued'fmm Page One
giown tobacco makes it difficult for

" the companies pot to shift production

Overseas.

_ ‘U5, BURLEY, the type of tobac-
i brings .

<o giost grown in Keptucky,
an average of $1.90 2 pound, “Tt’s not
realistic to assume we'll be able to
sell tobaceo to 2 plant in Warsaw

: when the companies can bay it in Af-

rica ‘or South Aroetica for 50 or 60 -

cents a ponad,” Kuege! said. in cigarettes — due, he said, to Ken-
Itis hrgel&athe federal %nce-sup- ] Tucky’s “unique combination of soils,

part system that keeps the U.S. price "} ‘climate and curing weather, apd

bigh. . J . knowledge and' experience of the.
.And that is a-problem in the view : 15."

of James Starkey, senior vice presi- * I

- in 1994 to T7.8 million in 1998.
.*. Starkey said U.S. burley costs a

.

" special

of unmanufactiured tobacco algo have
dropped, from 109.9 wmillion

-third more than burley grown ia Afri-
. ¢ ‘or South America, where farmers

are eager 1o grow more.

. S A

pounds

‘with a much lower standerd of ving

‘WORLD TOBACCO buyers have

burley, be said, becwuse it has
qualities-that are in demand

Eﬁt_he sgid Brazil produces burley

. lox'g‘bean willing to pay more for -
U.

" dent of Richmond, Va.-based Univer:

- gecpnd best o that from the United
, sal Leaf Tobacco Co., who said the

k- Stites, ‘and it recently devalved its -
" eurrency, forther widening the price

rice-support ram has’ other
e as el
Starkey said he knows of no indus-

© try plan to campaign against price

sggpom. But he said it is clear that
“the prograt bas affected the com-
petitive position of U.S. leaf in the
world .marker, and the only way
reverse the dovmward trend in ex-
port business is to make needed

. changes.”

Farmers don't deny that the

system
* bas problems, but they don't Jike tatk

about changing it. The progrim,
which was created in the 1930s to
protect growers from large price
swings, is good to farmers. It assures
them 2 predictable, profitable price,
2pd shields them to & degree from

. dependence on the merdies of afew

powerful companies.

MITHOUT the program, Wood-
ford County tobacco farmer Cuxtis
Congleton said, tobacco would likely
be “vertically i ted,” as chicken
and hog producton have become.
with cornpanies offering contracts 10
producers, wader conditions and
prices set by the companies.

-With the tobacco progeem, compa-
nies must bid at least 4 penny a
pound above a support price et by
the govermument. If they don't. a farm-

- erowped co-0p buys the tobacco.

and the government cuts production

“Any me wo lose -
prodiiction of
clgareltes,
 the
produce the tobacco.”

Rod Kuagel, Burley Tobacco
. Guowers Cooperative |

lose

until the companies are foreed to buy
tobacco from the ce-op to mevt mau-
ufacturing needs. o
The downward trend im axport
business that Starkey mentioned,

though, is a worry for farmers. U.S.’

Department of Agriculture; Statisties
show that domestic consumption-of
cigarettes fell teom 3563. billion t
1988 to fewer than 470 billion last
year. .
Cigarette exports, which rose from
118:5 bijfion 14 1988 to aimast 244 bil-

lion in 1996, looked like they might”

offset lost domestic sales. But they

started drepping as well and were’

down to 201 billion {ast year. Exports

yto i

. “being

gap. “At some point it becomes on- .

economje for a manufacturer to pay

. tbe jncreasing premivm,~ hesnid. -

_And Kuegel noted that economic
crises {n many countries have made
. quality much less imporant than

. price.

" Anotﬁer, problem s;nh the pé'x:ce;
support - prograry, said, is
mf:"?z g&narates %yon ineffi-
ciencies that make higher prices ase-

. essary. Under the program, tobacco

is grown under quotes that are tied

to the counties whete tobacco was -

produced when the prograim

began in the 1930s. A quota is the

amount of tobacco the federal gov-

- erannfént will let 8 farmer grow.

In practice, large tobacco produc
‘ers — such as Kuegel and Congleton

. - lease quotas from holderz who

don’t want 10 raise the tobacro. But
they sometimes end up dragging

equipment and labor across COvDLy

‘ lines, when it would be more efficient
to grow the crop in one place. -

And somebimes the lease price
adds significantly to a producer’s
costs — notably in yeacs Jike 1999,
when the government cuts the overall
quota and big farpiers have to scram-
ble fort limited production rights. “I'm
in .a bdatle nght pow for leasc
prices,” Congleton said.
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LIKE STARKEY, wavy farmers
would like to correct such problems.
‘What keeps them from doing it is most-

Congress. It would take congmr
sional action to alter the program, and

10b2cc0 has enemies in Congress who |

would like to da away with it con-
pletely, for enti-smaking reascas.

Starkey conceded that — egpecially
since Kentucky’s Wendell Ford Jeft
the Sehate at the end of {3st year
after years as tobacce’s strongest
champion In Washington — trying to
fix the program t well mean jts
demise,

The political threats to todagco are

at now, but Ford szid farwers

ve xstutely enlisted the support of
some heaith groups to keep the
price-support program in place, bes
cause it keeps the price of cigarettes
high, redecing smoking.

FORD SAID he doesn’t think the
cigarette companies want to buck
both groups.

‘el dealers and qgareﬂe K

»-*warehouseaudlons Kthe bumdm
Mblg!-umfe,‘man1 certOVerthesuppo

A - L VLLIDDIDTL A

But Congleton said ke, would ot
be surprised to see a oonmmed drop

in quota untll the governsmeat eveatu: .
ally buys the farmers out. He thinks
that's what the companjes xeally .

want.

Meagwhile, Philip Mortis and oth-"

er conipanics coutime to put money
into plants overseas. Tobacco Report.
er, a trade journal, reported in De=
cember that Philip Morris during the

1980s has mvested moere than,

$807 million in the Czech Repudblic,
Germany, Hungary, Kazakhstapn,
Lithuanix, Ukraine;
land, It said those {acilities had an

annual production capacity of mre -

than 116 billion dgarettes.

THE TBADE publication nmédiu'
regent $155 miftion Philip Morris ex- -

penditure to upgrade a 57-yeacold
plact in Switzeriand, where it said

the compaay makes 21 billion to’

22 billion cigarettes and ships tzem
to about §0 countries.

",moremmqoo grades of burlay
_mbaeoo Eachgmdehasa

Russia and Po--
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HOW THE TOBACCO l’RICEvSUPPOR’S‘ bYQTEM WORKS
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Ptuhp Morris spokesnan Chaxv

- ront said last week that foreiga pro-
.duction had no bearing on the coo~

pany’s decisioz to close the Louisville-
plant, though he said 27 percent of
cigarettes made in Lomisville are for
export. -
Bobby Hines, president of Tobacco *

.-_Workus union Local 16, which repre:
sents many of the 1,400 workers who-

Wwill Jose their jobs when the plant
closes; said workers wete told Philip
Mortis has been required to make”

.tigarettes in some of the countries ;

where it sells them.

Kuege! said he doesn’t think the -
compapies are likely to make ciga- -
rettes overseas and sell them in the-
United States, But be said the days of
U.5. manufacture of cigarettes for ex-
portare numbered.

" *And any time we lose productwn .
of cigarenes, we'll lose the opportuxi-
ty to produce the tobacco,” he said.



