~ LEAF TOBAGED

Is Turkish Leaf Production
Heading for a Crisis?

by Haltk Tanriverdi

Tobacco production in Turkey continued to increase in 1989, ranking Turkey fifth in world production of
tobacco and firstin that of oriental tobacco. Further rises in production in 1990 are predicted. However, prices
too are on the increase and production far exceeds domestic consumption. Exports, the prices of which are
regulated by the government, while increasing in quantity and absolute values, are decreasing as a percentage
of Turkish exports as a whole. The private sector, with a 68 per cent share in exports, wants to be able to speak

authoritatively on this matter.

he tobacco crop in Turkey

I reached 253 million kg in 1989,
constituting an increase in pro-
duction of 37 per cent over the last 10
years. This increase has been especially
marked in the last two years, and the
increase on the previous year’s produc-
tion was 15 per cent. Thus, Turkey is
ranked fifth in world tobacco produc-
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tion and first in that of oriental tobacco.

In the Aegean region the increase in
the number of villages producing to-
bacco was 4 per cent (2 199), in the num-
ber of producers 30 per cent (349942),
in production area 14 per cent
(163 306ha) and in production 14 per
cent (158122 tonnes). Production in-
creased in the Izmir and Manisa sub-

regions by 5 million kg each, in Denizli
by 4 million kg, in Mugla by 3 millicn
kg, in Balikesir by 2 million kg and in
Aydin by 1.5 million kg, in comparison
with the previous year. These increases
were caused by the favourable climatic
conditions due to late planting and
maturing.

In the Marmara region, in compari-

;%go 171}




Table 1 Leat Tobacco Production In Turkey
Per Cont Area Per Cent Per Cent

Crop Year | Producer | Change | Hectares | Change Production| o ange
1984 405 561 -3 188762 - —18 177 529 —24
1985 374 975 -7 176 873 —86 1704917 - — 4
1986 362 888 —3 169920, —4 158 480 -7
1987 394172 9 206 247 21 184 712 17
1988 -~ 465796 18 237 068 - 15 219063 19
1969 588 163 26 273032 15 252 947 16
1990* 615 000 5 300000 - 10 282 355 12

* Estimated .
Source: Turkish Ministry of Finance and Customs, Tobacco Experts Collags.

son with the previous year, the increase - greatést in Samsun, Tokat and Trabzon

in the number of villages producing to-
bacco was 5 per cent (570), in the nam-
ber of producers 16 per cent (25284), in
area 20 per cent (10907 ha} and in pro-
duction 24 per cent (8 841 tonnes). The
early planiing and the summer rains
had negative effects on the harvest and
curing. The largest production in-
creases occurred in the Bursa, Izmit
and Bandirma sub-regions.

In the Karadeniz region, in comparison
with the previous year, the increase in
villages producing tobacco was 5 per
cent (1155), in producers 12 per cent
(116002), in area 8 per cent (46348 ha),
and in production 17 per cent (35233
tonnes), Production increases were

sub-regions, and climatic and natural
conditions favoured improvement in
quality.

As for the Eastern and South Eastern
regions, in -comparison with the pre-
vious year the increase in villages pro-
ducing tobacco was 9 per cent (1240),
in producers 37 per cent (96933), in
area 21 per cent (52471 ha) and in pro-
duction 21 per cent (30751 tonnes).
These increases can be attributed to the
balance set up between alternative agri-
cultural products (e.g. cotton, lentils)
and tobacco. The highest increases in
the région were in the Batman, Adiya-
man,- and Adana sub-regions. The
quality was better than in the previous
year.®

In Turkey as a whole, productivity
was on average 926 kg/ha, production
per hectare having increased in the
Aegean and Eastern and South Eastern

Table 2 Tobacco Production by Varisties (Tonnes)
" Crop Year:
Varleties il .rs
1988 | 19e9 | 1990+

Oriental Tobaccos
Aegean Region 139836 . 158 122 172 000
Marmara Region 6977 - 8614 8000
Karadenlz Region 30 165 35 207 42000 -
Eastern Region 53t 4 520 6000
South Eastern Region 34863 = 44289 52 000
Oriental Total 217142 * 250752 280 000
Foreign Tobaccos ;!
Virginia ) 1495 1704 1800
Burley 113 . 116 130
Tombak ' 231 292 350
Hasankeyf ‘ 56 57 50
Cigar 26 26 25
Foreign Total _ 1921 2195 2355
Grand Total 219 063 252 947 282 355

* Estimated .

Source: Turkish Ministry of Finance and Customs, Tobacco Exparts College.
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LEAF TOBAGE

Table 3a
Purchased Quantitles from Producer and Average Price 1988 and 1989
Eastern
Crop Year Aegean Marmara Karadenlz | and South Total
Eastern
1988
Quantity (Tonnes)
Total 138 718 8 908 29 351 39 442 214 417
Teket 37 345 6 200 22 717 39435, 105 697
Merchant 101373 706 6634 7 108 720
Av. Price TL
General 6678 5028 §749 . 4173 6037
Tekel 4 865 4972 5334 4173 4714
Merchant 7 346 5517 7171 4 345 7323
1989
Quantity {Tonnes)
Total 158 122 8841 35 233 50751 252 947 -
Tokel 88 322 8 059 28 433 50751 176 565
Merchant 69 800 782 6 800 — 77 382
Av, Price Tl.
General 8142 68972 9 000 - 838 7 863
Tekel 7657 6923 8788 -— 7429
Merchant 8 756 7 475 9975 B 361 8850
* Estimated

Source: Turkish Minlstry of Finance and Customs.

Is Turkish Leaf...

regions, while it decreased elsewhere.
Average area per producer was 5089
square metres and average crop per
producer was 430 kg. These two statis-
tics decreased in the Aegean and the
Eastern and South- Eastern regions;
while in others it increased.

As far as the 1990 crop year is con-
cerned, the yield is the third biggest
(282 million kg), after the crop years of
1976 and 1978 (324 and 293 million kg
respectively). Forecasts for the produc-
tion of the Aegean region exceed 170
million kg, which would be the second
biggest crop ever for the region con-
cerned after 1976 (201 million kg). The
total tobacco production for the Eas-
tern and South Eastern regions is pre-
dicted to be nearly 60 million kg, which
will be the biggest crop ever for the
area. According to an official source,

the forecast for Eastern tobaccos is 6
million kg and for the South East 52
million kg. While the predictions for

Marmara iobaccos remain unchanged -
(8 million kg), tobacco production of .
the Karadeniz region is estimated to-

reach at least 42 million kg,
In the 1989 crop year, tobacco mar-

kets were opened one or two months -
later than in the last five years. De-

clared prices for the regions increased
by 46 to 48 per cent in American Grade

(AG),37 to 48 per centin B Grade (BG)

and 33 to 36 per cent in Kappa (KP)

‘with respect to last year's prices.

The percentage of merchant pur-
chases of the total in the 1986 crop year
was only 26 per cent, due to the effect of
the Chernobyl nuclear accident. How-
ever, in the 1988 crop year, the figure
reached 50 per cent, falling again in

1989 to 30 per cent. In 1988, the private '
sector purchased the biggest amount in’

Table 3
Declared Purchasing Prices {TL)
1988 Crop Year 1989 Crop Year
Region
Ac | BG | Kp AG | BG | KP
Aegean 7500 4200 1100 11000 5800 1500
Marmara 7850 4500 1200 11500 6200 1600
Karadeniz 7850 4500 1200 11500 6200 1600
Eastern 7550 4000 1100 11100 53900 1500
South Eastern 7300 3950 1050 10800 5450 1400

Sourge: Turkish Ministry of Finance and Customs
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history (108.7 million kg), but this

dropped to only 77.4 million kg in the
1989 crop year. As for Tekel, it pur-
chased 105.7 mi{lion kg of the 1988 crop
and 175.6 million kg in the 1989 crop
year.

In the 1987 crop year prices which
were paid to the producers increased by
119 per cent (Tekel by 101 per cent and
merchant by 130 per cent} in compari-
son with the previous year. They were
the biggest price rises ever in Tarkey’s
tobacco history, The second biggest
price increases occured in the 1588 crop
year (in general by 85 per cent), when
the average price of Tekel increased by

62 per cent and that of the merchants by

97 per cent in comparison with 1987, In
the 1989 crop year, the increases of
average price were in general around 30
per cent, with those of Tekel being 58
per cent and of the private sector 21 per
cent. '

In the 1988 crop year Tekel's suppor-

- ting purchase was 41 per cent of Tekel

tobaccos, and it paid 498 billion TL to
the producers, while the payments of

Leaf production fr eceeds domestic
consumpftion. Photo: Tekel

the private sector reached 796 billion
TL. In the 1989 crop year, Tekel’s sup-

_ porting purchase of Tekel tobaccos was

also 41 per cent, and it paid 1304 billion

TL, while the payments of the private

sector reached 685 billion TL.
However, as of 1 January 1990, to-

- bacoo stocks (320 million kg) had de-

creased by 4 per cent with respect to the
previous year. Tekel then held 85 per
cent of the total, and, as of 30 June 1990,
it held 95 per cent of the total tobacco
stocks of 237 million kg.

The prices on the domestic market
increased to nearly ten times those five
years ago. These high prices, declared

3/90



Tablo 4 The Leaf Export of Turkey and Average Export Price
Tekel Private Sector Total
Year Quantity Value Average Quantity Value Average | Quantity Value Average
Tonnss {000} § |Prices $/kg| Tonnes (000} $ |Prices $/ky| Tonnes {000} $ |Prices $/kg
1880 39 027 91 812 2386 54 069 199 931 3.51 93 096 281 843 3.03
1981 80 412 208 798 2.60 49 041 173 587 a54 129 453 382 385 2.95
1982 22088 52 935 2.40 73 53z 278 478 3.79 - 95620 3381413 347
1983 15 486 36788 2.38 54 037 199 391 3.69 69 503 236 178 3.40
1984 29051 84 267 2.90 52 059 167 234 3.21 81110 251 501 310
1986 25301 67 385 266 79 058 269 937 3 104 357 337 322 323
1986 11 424 306836 268 70 480 246 256 3.50 81884 277 592 3.39
1987 41943 107 013 255 54 666 169 406 3.10 96 609 276 419 2.88
1988 26 834 83 327 236 50 108 192 390 3.84 76 940 285717 3.32
1989 20080 60 260 3.00 96 539 420 299 4.35 116619 480 559 4.12

Source: Turkish Ministry of Finance and Customs

by the government and affected by so-
cial and political situations, encoura-
ged over-production. As a result, since
no balance has been set up among the
alternative agricultural crops, tobacco
production has been increasing over
the capacity of domestic consumption,
80 export possibilities are growing.

In the 1989 crop year, the producer
markets opened with uncompetitive
rates, so Tekel and the private sector
entered the market late. Tekel had
financial difficulties with the suppor-
ting duty. It was also obliged to repay
loans from banks (600 billion TL) and
50 had increased the prices of its to-
bacco products.

The high rate of inflation prevented
the reflection of the rate of foreign ex-
change, The high rate of credit interest,
insurance premiums and storage ex-
penditure were the problems of the pri-
vate sectpr. Tekel, while purchasing to-
bacco for its own consumption and ex-
port needs, was faced with difficulties
due to the social function of its suppor-
ting mechanism,

Quantity and absolute values of to-
bacco exportts havg been increasing, but
the percentage of\tobacco of the total
Turkish export market (2 to 4 per cent)
has still decreased) The policy of mini-
mum export prices has caused a de-
crease in foreigw exchange incomes,
and stocks have increased. Inharmon-
ious export prices, which encouraged
inflation, caused a financial deficit. As
for high level export prices, when the
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preminm amount increased and the
producers had been supported, tobacco
production increased continuously.
However, increased production caused
a decrease in the quality of the crop and
the elasticity of foreign demand. The
origin of these problems was the export
price, which is based on the increasing
domestic prices and not on world prices
or according to the principles of a free
rate of exchange. The private sector,
representing 68 per cent of the total
exports of tobacco and exporting on
average at a price of 1 dollar more than
that of Tekel, wanted to be able to speak
authoritatively on tobacco exports.

As for the quality grades. of export
tobaccos, while the private sector ex-
ported 72 per cent of AG, 16 per cent of
BG, 9 per cent of KP and 3 per cent of

exported 16 per cent of AG, 51 per cent
of BG, 31 per cent of KP and 2 per cent
of KP KP. And 54 per cent of tobaccos
were expotted to Dollar countries (the
USA), 29 per cent io EC countries, 16
per cent to Free Foreign Exchange.
Trade Agreement coutries and 1 per
cent to Bilateral-Agreement countries.
On the other hand, of all the leaf
tobacco exported by Tekel, 32 per cent
was from the 1988 crop, 33 per cent -
from the 1987 crop, 7 per cent from the
1986 crop, 7 per cent from the 1985
crop, 17 per cent from the 1983 crop
and the remaining quantities from
other crop years. The total Turkish to-
bacco exports of the first five months of
1990 were 37277 tonnes. Of this quan-
tity 2214 tonnes were from Tekel and
35063 tonnes from the private sector.

Kappa Kappa (KP KP) in 1989, Tekel n
Table5  pestinations of Turkish Tobacco Exports in 1989
Quantity Value
Countries Tonnes (000) $
USA 63 113 275 683
Federal Republic of Germany 14 681 55787
Japan 8414 34 061
Netherlands 7 596 30371
Spain 3223 13750
Switzerland 3079 12 939
Italy 2314 7724
France 2112 5011
South Korea 1600 5570
Belgium 1368 4226
Denmark 1285 6 552
Indonesia 1200 2 590
Austria 761 3154
Other 5883 23072
Total 116 619 460 559
Sourge: Turkish Ministry of Finance and Customs,
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For travellers in
the US it unfortu-
nately now goes |
without  saying |
that - domestic
flights are strictly
" no-smoking jour-
neys.

The government
passed legislation to thls end. The first

decree, that only applied to flights of up

to two hours, was then extended to six-

hour journeys. This, after various air--

lines changed flight times from just
under to just over two hours in the new
timetables because they feared that
smokers would turn to alternative
means of travel.

Competition livens up business,
which is of benefit to the consumer, and
competition for passengers is especially
fierce among US airlines, A multitude
of carriers vie for passenger favours, so
an isolated decision from any one air-
line to ban smoking on board would
have been sorely felt in [oss of business.

The rivalry is not quite so fierce in the
EC because the circumstances differ
fundamentally from those in the US.
Most flights last between 60 and 120
minutes within EC countries, the prices
are higher and competition on ones
own soil is practically non-existent.

Besides, the German government, for
example, would not dream of passing
legislation to ban smoking on board.
Officially, therefore, smoking was per-

. mitted on German domiestic flights.

However, since Qctober, things have
changed at the internationally-re-
spected airline, Lufthansa. Starting
with the new flight plan, smoking is
prohibited on all domestic Lufthansa
flights — not because the government
of Chancellor Kohl has passed a law,
but because Lufthansa decided that this

as a far-sighted move to make.

On the surface, the health of flight
passengers appears to be of prime im-
portance to Lufthansa. And the health
of its guests is indeed jeopardized on
the long flights — the longest from
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Hamburg to Mu-
nich takes 70
| minutes.  Luft-
hansa has even
justified this move
with the support of
a traveller survey.
The fact that the
il results of the sur-
vey are being kept under lock and key
— even the press has been rebuffed —
strengthens the suspicion amongst in-
siders that the smoking ban is based
purely on financial considerations.

As Lufthansa offers three classes on

‘domestic flights, i.e. first, business and

tourist, it is simpler and cheaper to in-
troduce a one-class, no-smoking so-
ciety. With the elimination of ng-smok-
ing/smoking seat reservation Luf-
thansa saves time and money,

The-carrier’s only consideration ap-
pears to be of a financial nature. Why
else does the smoking ban only apply to
domestic flights, where Lufthansa has
no competition? Foreign catriers are
not permitted to take on passengers
within Germany for domestic flights so
it is easy to forbid smoking when you
have no rivals.

On the international front, Lufthansa
is following a differeni line. Smoking is
permitted on all international flights.
But of course, here the smoker has a
choice of carrier. .

The management seems to have been
rather rash in its decision-making. Why
should a smoker fly with the German
carrier on international journeys when
he is not allowed to smoke on domestic
Rights because of an independent com-

~ pany decision?

It is not surprising that Germany's
first smoker lobby has told smokers to
boycoit Lufthansa where possible; as
one has to fly with them in Germany for
lack of competition one can at least use
other carriers on international flights,
If smokers around the world were to
follow suit, Lufthansa’s decision could
soon be filed under the heading of
“managerial blunders”.
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