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gtbwu tobacco inaltts It difiicult for 
the companies not to shift producdoo 
Qveiseas. 

tJ A , BUBtfY, the typ« of tobac­
co most grown io Keutuclty, brings 
an average Of $1.50 a pound, "Tfs not 
realistic to assume well be able to 
seU tobscco to a plant in Warsaw 
wCi^ the compasies ĉ n bqy it in Af­
rica or South America for 50 or 60 • 
coits a pqnad." Kuegel said. | 

It is largelv the {ederai price-snp-
poi t system that keeps the US. price 
high. 

.And that b a problem in the viev 
of James Starkey, seaior vice ' 
dent of Richmond. Va.-based Univer­
sal Leaf Tobacco Co.» -tibo said the 
pric^support prograxa has" other 
^obtems as well 

Sbukejr said be Knows of no indtis-
tiy plan to campa'̂  against price 

• sopports. Btit he said it is tAcar that 
' "the program iws affected tbe com­

petitive position of U.S. leaf in the 
•world.marfcec and the only way to 
reverse tbe downward trend in ex­
port btisiness is to make needed 
changes." 

Farmera don't deny that the system 
has problems, but they dottt like talk 
ahotit Swinging i t The progtim, 
which was treated in. the 1930s to 
protect growera from taiige price 
swings, i» good to farmeis. Il assures 
them a predictable, profitable price, 
and shields ihem to a degree from 
dependence on the mercies of a'few 
powerful con̂ ianies. 

'wiTHOltT the program. Wood-
foid County tobacco firtner Curtis 
Conrieton said, tobacco would likely 
be "vertically integratel'' as chiclcen 
and hog production have become, 
wĵ h companies offering comraci.s lo 
producers, vudd conditlotts and 
prices set by the companies. 

"With the tobacco progtam, compa­
nies must bid at least a penny a 
pound above a suppon price set by 
the govemmeAt. If they don't a farm-

• er-owned co-op buys tbe tobacco, 
and the government cuts production 

prmlucSonof 
Cgarettes, lose . 
the opportunity to 
produee the tobaci." 

Rod Kuegel. Burley TtAacco 

until the compaoiej are forced to buy 
tobacco frotn the co-op to meet man­
ufacturing needs. 

The downward trend in a3i:pQrt 
business that Starkey mentioned,' 
though, i i 3.worry for farmers. 
Department ot Agriculture, statistiies 
show diat domestic consumption'Of 
cigarettes fell from 563 billion "in 
1&85 to fswer than 470 billion laSt 
year. 

Cigarette e>?p0fts, which rose from 
118:5 billion in J98? W almost 244 bil­
lion in 1996, looked like thcj might 
offtet lost domestic 'saies. But they 
started dropping as well and wer̂  
down to 201 bilUon last year- Ejcports 

of unmanufactured tobacco also b«̂ re 
dropped; from 109.9 million pounds 
in IflM to 77,8 million in iSdS. 
•. Stariiey said U.S. burlty costs a 
-tfairtf wore flaw buriey grown in Afn- . 
'• ck or South America, where farmers 
vdth a otudt tower standard of ttving ' 
' 3:(e incne&singly eager to grow more. 

WOfOJ} TOBACCO buyers h£ve 
loi«' betn wOlcng to pay more for 

; U-£ bailey, be said, becjane it has 
, special qualities that are in demand 
ih cigartites — due, he saia, to Ken-
rucJw's •̂ mique combination of soils, 
•Climate and curing iKcathcr. and 
knowledge and experience of the • 
growers.""' 

Bi2t.he ssid Btazil prodoces bttdey 
' secpiid best to that from the United 
• States, -and it recently itmlsxi its • 
• ejurireiKy.ftniflter widening the price 
•gap. "At some point it becomes un­
economic for a manufacturer to pay 
the inaeaSing premium." he said. 

And Knegel noted tbat econoimc 
crises In many countries Iwve made 

, qtiaKty jaadi less important than 
price. . 

" Another problem with tiie price-
support program, Stattoy said, is 
that it •ge.nerates prodnchon ineffi-
dendes tHat mirfieh^er prices nec­
essary. Under tbe program, tobacco 
is grown under quotas that are tied 
to the comities -whefe tobacco was 
•heing produced •when the program 
began m the 1930s. A quota is the 
juifount of tobacco tbe federal gov­
ernment wilUet a farmer grow. 

In practice, laige tobacco produc­
ers — such as Kuegel and CoDgleton 

lease quotas from holders who 
dont want ro raise the tobacco. But 
they sometiincs end tip dragging 
eqtripment and labor across county 
lines, when U would be mote efficient 
to grow the crop in one place. 

And sometimes the lease p r ^ 
adds significantly to a producw's 
costs — notably in years JiJce 1999. 
when lhe government ctits the overaJl 
quota andoigfarmers have to sĉ â -̂
ble for limited producrion tights, "Tm 
in a battle right now for lease 
prices," Congleton said. 



/ 
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UKE STARKCY» many farmers 
would like to correct such problems. 
"What keeps them from doing it is most­
ly Congress. It would take congres­
sional action to alter the program, and 
tobacco has oiemies in Congress who 
would like to do away with it com­
pletely, for anfi-CTToMng reasons. 

Starttey conceded that — eapedally 
since Kentucky's Wenddl Ford left 
Che Sehate at tbe end ot last year 
after years as tobacco's strongest 
champion In Washington — trying to 
Gx the piog^im mi^t well mean its 
demise. 

The political threats to tobacco are 
great now, bat Ford said farmers 
have astutely enlisted the stipporc of 
some health groups to keep the 
pricfrSUppott pfogram in place, be­
cause it keeps the price of cigarett»s 
h i ^ reducing smoking. 

FOHD SAID he doesn't think the 
dgarette companies want to buck 
both groups. 

But Congleton said he, 'would opt 
be surprised to see a contianfid drop 
tn quota until the govenuneat eventsx-. 
ally buys the farmers Cut. He thinks 
that's what the companies really, 
want 

Meanwhile, Phihp Monis and oth­
er compaoies continue to put money 
lAto plants overseas. Tobaoco Rqioit* 
er, a trade journal, reported' in De* 
cember that Phflip Morris dyrliig tbe 
1990s has invested more ;tban, 
$807 miUion in tbe Czech Republic, 
Germany, Hungary, Kazakhstan, 
Lithuania. Ukraine; î wssia and Po­
land, It said those facilities had an 
annual production capacity of more 
than no billion cigarettes. 

THE TRADE publication noted =B 
recent $135 mBIion Philip M.orris ei?-
penditure' to upgrade a ST-year-old 
plant in Switzerland, where it said 
the company makes 21 bilUoji to 
22 billion cigarettes and ships ti:em 
to about 60 coontries-

PhiJip Morris spokesman Cheav-' 
ront" said last week that foreign pr»-
.duction had no bearing on the com-
•paa/s deciaon to close the Louisville-
plant,, though he said 27 percent of 
cigarettes made in Louisville we for 
e:^iT. 
.- BobbyHnes, president of Tobacco"' 
WoikeB union Local 16, which reprc-"; 
• sejit$' many of the j,400 workers who 
.will lose their jnbs when tbe plant 
doses, said woricers wete told PhiUp • 
Moras has been required to m ^ ' 
Cigarettes ia Some of the countries ; 
where it sells them. 

Kuegel ssid he doesn't think the 
companies are likely to make dga-
renes overseas and sell them in the-
United Slates. But be said the days of 
VS. manufacture of cigarettes for ex­
port are numbered. 
• "And any time wc lose production 
of dgftrcttes, weT) lose the opportuni­
ty to produce tbe tobacco," he said. 


