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The U. S. tobacco industry has recently begun a significant transformation.  Changes initiated by the Master Settlement Agreement between forty-six states and domestic cigarette manufacturers will have far reaching implications for U.S. tobacco producers.  Aside from diminished domestic demand for leaf tobacco, other elements and effects of the Master Settlement Agreement have the potential for dramatically changing the way U.S. tobacco is produced and marketed.

The tobacco production and marketing system in the United States has traditionally afforded tobacco producers wide latitude in production/management decisions and flexibility regarding marketing decisions.  Unless significant tobacco producer initiated changes are implemented, the economic landscape of the rural Southeast will change and the role as independent businessperson for tobacco producers will be jeopardized.

In recent years, the manufacturing needs of domestic cigarette manufacturers have played an increasingly important role in shaping tobacco production practices of U.S. tobacco.  For example, varieties of tobacco released in the 1950's such as Coker 139, Reems 266 and Dixie Bright 244 enabled tobacco producers to significantly increase yields, while limiting input cost.  Nevertheless, it was soon discovered that these varieties lacked desirable nicotine and reducing sugar ratios, thus placing an inordinate amount of tobacco with undesirable smoking characteristics into the marketplace and a large amount into the tobacco loan program.  This problem was remedied in two ways; the Federal Tobacco Price support program discounted these varieties to one-half the price support level and tobacco state land-grant universities, in conjunction with cigarette manufacturers, implemented an extensive tobacco variety testing and certification program.

In the mid-1980's, an issue of graver importance surfaced, contamination of tobacco with pesticides not approved for use on tobacco.   Flue-cured tobacco producers discovered that a foliar application of a herbicide such a Dicamba or salts of 2,4-D, when the tobacco plant was mature, would simulate ripeness thus creating a significant price advantage in the market place.  Upon discovery of this widespread practice, the entire tobacco industry unified to address the problem.  Again, certification for price support eligibility, random sampling of producers' tobacco on the auction warehouse floors, and an intensive producer educational program, all worked together to resolve the problem.

In the decade of the nineties, curing barn insulation contamination of farm tobacco was another example of the entire tobacco industry uniting to address a production issue using previously established techniques.  There is little doubt that future issues surrounding tobacco production will continue to surface.  The Master Settlement Agreement has changed the way U.S. cigarette manufacturers will market their products, it has forced into being a new era of corporate responsibility and if nothing else, taught cigarette manufacturers that their consumer tobacco products carry an enormous legal liability.  Cigarette manufacturers are able and do control the processing of raw leaf and they certainly have control of their own manufacturing processes.  The point where manufacturers don't have absolute control is at the farm level.

In the past three years, tobacco purchasers have increasingly focused on raw material integrity.  The most significant sign has been the implementation of production / management contracts on a small scale along with warnings of completely abandoning the current auction system if significant changes in production and marketing are not implemented. Tobacco contacting would assure the purchaser of the style, integrity and quantity of tobacco needed for specific manufacturing needs.  The producer would be guaranteed a specific price for a specific quantity, however, the producer would sacrifice independence, lose the ability to make their own production and marketing decisions and would lose the strength in numbers when selling their tobacco in the marketplace.  Other signals have been the use of identifying baled tobacco so that it can be traced back to the individual producer and farm.  This step is indeed preparation for the implementation of increased raw material integrity.

Until recently, U.S. cigarette manufacturers have been somewhat satisfied with the federal and state regulations and regulations that govern the production and marketing of tobacco.  However, with the burden of increased product liability imposed by the Master Settlement Agreement, the current system for guaranteeing raw material integrity may not be good enough for cigarette manufacturing needs.  The issue of product liability will be a pivotal issue for both tobacco producers and cigarette manufacturers.  In the business of producing and marketing tobacco, we are on the verge of a new era of accountability.  For tobacco producers, the concerns over losing independence, the potential for losing a traditional way of life and uncertain economic stability, present the most significant challenge they will ever face.  Cigarette manufacturers must address similar issues.  How these issues are addressed will be critical to the survival of some tobacco producers, cigarette manufacturers, leaf dealers and auction warehousemen.  The entire industry is challenged with how to satisfy the needs of all parties.  For all parties to be satisfied, tobacco purchasers must be assured of raw material integrity and tobacco producers must assured that they can produce and market tobacco in a system that is fair and equitable while retaining independence.  Unless these issues are addressed quickly and fairly by a unified industry, there will be casualties in the ranks of all parties and continued economic and political disruption in the entire tobacco industry.

